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Abstract: The objective of this study is to examine the effect of Family Controlling Ownership to 

asymmetry Information and how the  Role Internet Financial Reporting to The effect of Family 

controlling ownership to the information asymmetry. The population is all the companies listed in 

Indonesia Stock Exchange in 2013. The sample number of 256 observations are selected using 

purposive sampling method. The study shows that family controlling ownership affect the level of 

asymmetry information and the application of IFR can lower the level of information asymmetry that 

occurs in the family company. 
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1. Introduction  

1.1 Research Motivation  

The rapid development of information technology enhance the Internet as a medium that is able 

to meet the demands of the stakeholders to the need for relevant, accurate, timely information and 

higher frequency. Internet usage by the company that was originally used to market and sell the 

products, has now developed into a medium in communicating and disseminating corporate 

information to shareholders, potential investors, and other stakeholders. Some of the advantages 

such as easy pervasiveness, borderless-ness, real-time, low cost, high interaction, and can be 

accessed easily, making the internet is now regarded as one of the critical media reporting 

.Information that presented in the internet can be quantitative and qualitative data and  can be 

displayed in the form of multimedia graphics, audio, video, and other (Ashbaugh et al., 1999, in 

Christian, 2012). 
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In East Asia Countries, including Indonesia, the company mostly dominated by concentrated 

ownership structures where the control rights and cash flow rights are concentrated in certain parties 

such as family, government, and financial institutions (Claessens et al., 2000) .Claessens et al., 

(2000) found that the majority of companies in Indonesia is dominated by family ownership 

structure. Concentrated ownership structures tend to cause a shift in the agency conflict, the conflict 

of interest between management and shareholders (Type I) be a conflict of interest between majority 

shareholders together with the management to the non-controlling shareholders (Type II) (Villalonga 

and Amit, 2006) The increasing control over the management give incentive for family controlling 

to intervene in all managerial and operational activities of the company, triggering to expropriate 

welfare of non-controlling shareholders and lead to asymmetry of information between the 

controlling shareholders and non-controlling. information asymmetry occurs when the controlling 

shareholders have access to private firm’s information through its control over the management 

capabilities directly involved in the company's operations. Byun et al., (2011) state that an increase 

in information asymmetry occurs along with an increase trading that involved informed traders such 

as controlling shareholders and other parties who have a connection with the management. 

Widely Information Disclosure will minimize the chances of informed traders to take advantage 

of uninformed traders due to the ownership of private firm information that will reduce the 

asymmetry of information. Andrew, (2011) and Chang et al., (2008) found that the frequency, 

quantity, and quality of disclosure can reduce information asymmetry. Application of IFR in this 

case may be the perfect solution because internet can disseminate financial information more timely, 

high frequency, more efficient, as well as reach out to stakeholders in the region widely. More 

studies have stated that the application of IFR by the company give the effect in reducing 

information asymmetry (Chang et al, 2008, Yoon et al, 2011, and Zhang et al, 2012) . Investor 

relations activity, including press releases and analyst's conferences that give additional 

informationbeside from the annual reports proved to improve c symmetricalcommunication between 

companies with their investor (Chang et al., 2008 and Hassink et al, 2007). 

Application of IFR in the family company will make the company more transparent to the 

public. More information that is presented in the company's website, will further reduce the chances 



of controlling shareholders to hold private information to non-controlling shareholders so can reduce 

asymmetry of information. In addition, the investor will be able to effectively monitor the 

performance of the company through flows of information presented in the company's website so as 

to reduce the incentive controlling shareholders to act in their interests that benefit or harm the 

interests of non-controlling shareholders. The Usefulness of disclosure via the Internet stated  in the 

OECD Principles of Corporate governance2004 on Disclosure and transparency Principle. The 

principle states that the media dissemination of information should provide access to relevant 

information for users in the equal, timely, and cost efficient, and the Internet and other information 

technologies provide the opportunity for a better dissemination of information. 

The importance of the application of IFR, some countries began to encourage use of the Internet 

as a medium for the disclosure of firm financial information. Regarding to  Regulation on Financial 

Disclosure  published in 2000, US SECin 2013 suggest the company to use the company's website 

and social media in disseminating information to all investor. Countries with the family ownership 

structure such as Turkey and Argentina also require listed companies to use the Internet to publish 

annual reports and other financial information through a personal website of the company (Erer and 

Dalgic, 2011; Alali and Romero, 2012). In Indonesia the Regulator had issue the regulation No. 

KEP-431 / BL / 2012  forSubmission Annual Report of Public Company which requires all listed 

public companies to load its annual report through firm website in conjunction with the annual report 

submitted to Regulator. 

However, IFR itself still is one form of voluntary disclosure given the existing regulations have 

not been set up specifically on the content, items, or presentation format contained in the company's 

website (Sabri et al, 2011). The main motivation of the company to implement a higher IFR is 

because the company wants to increase transparency in the dissemination of corporate information, 

reduce information asymmetry, and convince outside investors that the company does not 

expropriate their investments (Heong Yap and Saleh, 2011). 

This research is relevant in Indonesia considering most companies in Indonesia is dominated by 

family ownership structure, which is predicted to have a high information asymmetry. Furthermore, 

this research want to investigate the level of disclosure of financial information internet / IFR by the 



company can significantly reduce the asymmetry of information that occurs in family company. 

.Regarding to the application of regulation of KEP-431 / BL / 2012 on the mandatory annual report 

disclosure through firm’s website (content, timeliness, technology, dan  user suppor) tto increase 

transparency of information  and reducing information asymmetries in the family company in 

Indonesia. 

 

2. Theoretical Frameork and Hypothesis Development 

2.1. Agency Theory and Family Controlling  

Family company is a company controlled by the family of founding familieswhere founders or 

their descendants continuously hold top management positions the board of commissioners, as well 

as the largest shareholder of the company (Anderson and Reeb, 2003 in Ali et al., 2007 and Business 

Week in Hutton, 2007). In addition, the family company is also characterized by the presence of 

control rights (voting rights) are often in excess of cash flow rights in the form of a pyramid 

ownership structure and cross-holdings (Claessens et al., 2000). The increase in cash flow rights will 

motivate controlling shareholders to align their interests with the company or the non-controlling 

shareholders (alignment effect). While the increase in controlling interest in excess of the cash flow 

will provide incentives for controlling shareholders to expropriate against the company or the non-

controlling shareholders (entrenchment effect), Diyanty (2012). 

Arifin (2003 ) stated that the family -controlled company has the agency conflict between 

principal and agent less than dispersed ownership structure or companies without a controlling 

shareholder . Control over the management capabilities result inefficiency because fewer agency 

problems between management and shareholders need less monitoring costs ( Arifin , 2003) .  

Family company tends to rise to a new agency problem is the conflict of interest between 

controlling shareholders with  the non-controlling ownership. Thus, a shift in the agency conflict is 

the conflict between management and shareholders (Type I agency problems) to the conflict of 

interest between the controlling shareholders with non-controlling shareholders (Type II agency 

problems) (Villalonga and Amit, 2006). Control capabilities that arise due to the high percentage of 



ownership, control rights in excess of the cash flows, as well as dominance over management 

enhance the controlling shareholders to do the entrenchment that is the action of controlling 

shareholder that is protected by control right to expropriate the welfare of non-controlling 

shareholders (Fan and Wong, 2002). Expropriation can do through related party transactions, income 

theft, and payments to family executives at a higher price. 

The ability of the controlling shareholder in conducting the expropriation is closely related to 

the asymmetry of information between the controlling shareholders and non- controlling ( Jabeen 

and Shah , 2011) . Information asymmetry arises when the controlling shareholders have more 

information about the condition of the company as compared to non- controlling shareholders 

because of its control rights as well as through the placement of family members in management 

positions. 

2.2. Asymmetry Information Theory 

Abeen and Shah (2001) divides the asymmetry of information into two types:  (1) information 

asymmetry that are occurs when management has more information about the company than the 

shareholders as a whole and (2) the asymmetry of information that occurs when there are variations 

in the amount of information held by some the shareholder like the majority and minority 

shareholders, resulting emerge an informed and uninformed investor. Scott (2009) state that the 

information asymmetry can be explained through two approaches, adverse selection and moral 

hazard. Adverse selection is a concept that is relevant in explaining the asymmetry that occurs in the 

company concentrated ownership structure. In this case, management that acts in the interests of 

controlling shareholders tend to hold or select critical company information cause the decision by 

the non-controlling shareholders is not based on adequate information. This will potentially lead to 

the occurrence of insider trading in the stock market. 

One measure of liquidity that is widely used in measuring adverse selection is the bid ask 

spread. Bid-ask spread is the difference between the lowest sale pricebid  and the highest purchase 

price bid of shares (Frijns et al in Simamora, 2013). In the asymmetric information models, bid ask 

spread increased due to the risk of asymmetry between informed and uninformed traders. 



Controlling shareholders as  informed traders who have non-public information causing they have a 

future share-price estimate is more accurate than other market participants. 

Some factors that may affect the bid ask spreadinclude  volatility of stock returns, the size of the 

company, and the company's stock price. According Kanagaretnam et al (2007), market participants 

tend to give higher spread when facing the risk of high market volatility that reflected in the yield of 

its shares. Big companies tend to distribute more information and have more analysts that will 

increase the availability of information for investors and reduce the bid ask spread (Atiase and 

Bamber, 1994; Cairney, 2003; Kim and Verrecchia, 1991; and the Main and Cready, 1997 in Jiang 

et al., 2011) .According to research Venkatesh and Chiang (1986) in Kanagaretnam et al (2007), 

higher information asymmetry typically occur in companies with lower stock prices. 

2.3. Internet Financial Reporting(IFR) 

The use of the website to deliver the financial reports of companies in Indonesia began to be 

regulated by Regulator (Bapepam and LK) namely through XK6 Regulation in 2012 with 

attachments Chairman of Bapepam -LK Decision No. KEP - 431 / BL / 2012 about Annual Report 

Submission by Issuer or Public Company . In the regulation, the issuers or public companies are 

required to submit the annual report company’s website other than delivery in hardcopy  

toBapepam-LK . 

IFR has several advantages such as providing cost saving solutions in information 

dissemination, offering timely dissemination of information that is more relevant in decision making 

, providing easy access to information and reaching out to stakeholders in the wider region , offering 

information in various formats easily downloaded and utilization of technology so facilitate the 

analysis , and increase the competitive advantage ( Poon et al . , 2003; Almilia , 2009; Evans et al . , 

2011; and Basuony and Mohamed , 2014 ) . 

There are various kinds of dimensions that are used in assessing the application by the company 

IFR . Of the existing various dimensions, content and presentation , timeliness , and the technology 

and user support are the dimensions most commonly used in research related to IFR ( Khan and 

Ismail , 2011) . Almilia( 2009 ) developed the index used to measure the level of disclosure of the 



internet that covers four dimensional measurements include Content , Timeliness , Technology , and 

User Support Index with different weights on each component. 

Some of the features contained in the company's website in the dissemination of information 

include investor relations activities and XBRL.Item most often expressed through the investor 

relations there are press releases and analyst 's conferences which have a higher frequency than the 

annual report because it is easy to be presented in the website without big costs thus allowing the 

company to increase its exposure in the capital markets , improve public perception , increase 

analyst coverage , and attract institutional investors ( Chang et al . , 2008) . Extensible Business 

Reporting Language ( XBRL ) is an electronic communication language that is universally used for 

the transmission and exchange of business information . Useful XBRL to improve the efficiency , 

speed and automate the data processing that can support the process of analysis and quality of 

information that will be used for corporate decision making ( www.ojk.go.id )  

2.4. Hypothesis Development 

Family firms face more problems between family controlling shareholder with a non-

controlling shareholder / minority (Villalonga and Amit, 2006). Controlling shareholder has the 

ability to control the management to take action in accordance with their interests and do 

expropriation welfare of  the non-controlling shareholders. 

By placing their families in a strategic position in enterprise management, family shareholders 

much better able to obtain private information than non-controlling shareholders (Boubaker et al., 

2011) .With this, family controllers can be qualified as insider or informed traders. Copeland and 

Galai (1983) in Simamora (2013) stated that a growing number of informed traders will increase the 

bid ask spread. Byun et al., (2011) have proved that family firms in Korea have a positive and 

significant correlation with information asymmetry proxies via PIN (probability of informed 

trading). The positive influence of concentration of ownership to the information asymmetry is 

primarily due to an increase in the relative amount of informed trading and not by an increase in 

privated information events. 



Villalonga and Amit (2006), (Boubaker et al., 2011), and Byun et al (2011) concluded that the 

company with ownership of the family has a level of asymmetry information is higher than the 

company with non-family ownership. Based on the above argument, the hypothesis: 

H1. Family controlling ownership has positive effect to the asymmetry information 

  

Scott (2009), a mechanism that can control the adverse selection is through accounting 

reporting by altering the outside inside information into information in a timely and reliable for 

investors / outsiders. Frequency, quantity, and  better disclosure quality can reduce information 

asymmetry (Andrew, 2011). Thus, the qualified, timey and widely accessibledisclosure to all 

stakeholderwill  reduce information asymmetry. 

Internet Financial Reporting / IFR itself is one way of disclosure of information by using the 

internet through the website of the company which can provide more timely information, high 

frequency, easily accessible, more efficient, as well as reach out to stakeholders in the wider region. 

Thus, the adoption of IFR is expected to reduce the asymmetry of information. Gowthorpe (2004) 

and Sabri et al (2011) states that the reporting of the information widely via the Internet has the 

potential to reduce the occurrence of information asymmetry. Chang et al (2008) found that 

companies with quality disclosure through investor relation activities higher can reduce the bid ask 

spread. Meanwhile, the results of research Yoon et al., (2011) showed that the adoption of XBRL 

can reduce the asymmetry of information. Based on research Andrew (2011), Chang et al (2008) 

Gowthorpe (2004), Yoon et al (2011), and Sabri et al (2011), concluded that the Internet Financial 

Reporting / IFR has negative effect to  information asymmetry . Based on this argument t can be 

developed hypothesis: 

H2. Internet Financial Reporting/ has negative effect to the asymmetry information 

 

Wang (2006) state that the asymmetry of information that occurs in the family firm enhance the 

entrenchment effect by controlling shareholders due to the lack of information transparency flow to 

non-controlling shareholders. The asymmetryinformation risk can be reduced if there is an effective 

dissemination of information between the controlling shareholder as informedtraders with non-



controlling shareholders as uninformedtraders. Therefore, the influence of the controlling 

shareholder, as informed traders, to the asymmetry information also depends on how much the 

voluntary level of information disclosure to the uninformedtraders, in this case the non-controlling 

shareholders (Jiang et al, 2011). One form of the voluntary disclosure is the disclosure of 

information through the company website. 

 Family firm commitment to implement the IFR will make the company more transparent to the 

public. In this case, the public can effectively monitor the performance of the company through the 

information presented in the company's website. With the growing amount of information that is 

presented in the company's website, it will further reduce the chances of controlling shareholders to 

hold company privateinformation to non-controlling shareholders , 

Although the problem of adverse selection on family controlling companies is predicted higher, 

family firms tend to report higher financial information in order to reduce information asymmetry. 

Chau and Gray (2010) in the company in family ownership Hongkong show that family ownership 

more than 25% has more entrenchment effect so enhances company voluntary disclosure level 

becomes higher. In addition, Utama(2012) found that companies with higher block holder ownership 

is tend to disclose information higher than the company with ownership with lower bloc holders. 

Jiang et al (2011) found that the concentration of ownership is positively associated with the bid 

ask spread which is a proxy for the asymmetry of information on companies in New Zealand. 

Voluntary disclosure as moderating variables can significantly reduce the effect of concentration of 

ownership of information asymmetry. Jiang et al (2011) measured the voluntary disclosure through 

voluntary information presented in the annual report of the company includes background 

information, historical results, statistics of non-financial information, projections of the company, as 

well as the management discussion and analysis. Application of IFR as a form of voluntary 

disclosure includes information that is presented through voluntary website thus predicted private 

companies can reduce the positive effect of family ownership concentration of the asymmetry of 

information through the disclosure of information to the widest uninformed traders. Based on this 

argument the  hypothesis 3, is:   



H3. Internet Financial Reporting can weaken the positive effect  of family controlling ownership to 

the asymmetry 

 

3. Research Methods 

3.1. Sample 

The population used in this study are all public companies listed on the Indonesia Stock 

Exchange during the year 2013. This study did not include companies engaged in the financial sector 

such as banking, insurance, leasing, investment, and other financial services) because this industry  

is highly regulated that have distinct characteristics and cannot be compared with others. 

Sample selection technique used is purposive sampling, where samples were selected based on 

certain criteria that are tailored to the purpose of research, among others: (1) listed in the Indonesia 

Stock Exchange during 2013, (2) are not included into the financial industry, (3) has a personal 

website to share financial information and not is in under construction, and (4) have the historical 

data od shares. Based IDX Fact Book, there were 472 companies listed on the Indonesia Stock 

Exchange during 2013. The number of companies that became the final sample in this study is as 

much as 256 companies. The details regarding the sample selection criteria can be seen in Table 3.1 

Table 3.1. Sample Selection Criteria 

Sample Selection Criteria  Amount  

Listed in IDX on 2013 472 

Firms in Financial Industry  79 

Firms in Non-FinancialIndustry 393 

Firms that do not have website/under construction/Not apply IFR 93 

Firm that apply IFR in their website   300 

Firm that do not have complete historical data  44 

Final Sample 256 

 

3.2. Research Model  

To Test hypotheses 1 and 2 is using Model 1. Meanwhile, to answer the hypothesis 3,  is the 

role of Internet Financial Reporting ( IFR ) companies in moderating the relationship between family 

ownership concentration by asymmetry of information used Model 2.  To test Hypothesis is used 

multiple regression analysis.  

Model To Test Hypothesis 1 and 2 



BASi,t= γ0 + γ1FAMDUMi+ γ2IFRi+ γ3VOLATILITYi+γ4MKVALi+γ5PRICEi+ Ɛi    (1) 

Expected sign forγ1is positive and for γ2is negative. 

Model to test Hypothesis 3 

BASi, t=γ0 + γ1FAMDUMi+γ2IFRi+ γ3IFRixFAMDUMi+ γ4VOLATILITYi+   γ5MKVALi+ γ6PRICEi+ Ɛi  (2) 

Expected sign for γ3is negative. 

   

 

BAS : Bid Ask Spread 

FAMDUM : Family ownership  

IFR : Internet Financial Reporting (IFR)index 

VOLATILITY : Daily stock return  

MKVAL : marketvalue of equity 

PRICE : The average of stock closing price 

 

3.3. Variable operationalization  

a. Dependent Variables 

The dependent variable in this study was measured using the information asymmetry spread of 

the bid and asks, used in Chang et al. , (2008 ) , Jiang et al. , ( 2011) , Zhang et al. , ( 2012) , and 

Omari et al ., ( 2014 ) .Ask is the lowest selling price offered by a dealer / broker if you want to sell 

shares while the bid is the purchase price that is willing to pay the dealer / broker when they want to 

buy shares. The stronger the asymmetry information more spread needed to cover losses due to the 

higher sales transaction with an informed investor ( Zhang et al . , 2012) . Calculation for bid ask 

spread are: 

SPREADi, t = (Aski, t – Bidi, t ) / [(Aski, t + Bidi, t) /2] 

SPREAD = Firm daily bid-ask spread  

Ask = The lowest sell price  

Bid = The highest purchase price  

 

Jiang , et al ( 2011 ) and Kanagaretnam , et al ( 2007 ) suggest to use spread around the date of 

the earnings announcement in measuring the asymmetry of information because most of the market 

reaction to new information is around the earnings announcement date . According Jiang et al ( 

2011) , the market reaction on the information occurred relatively from the day before to five days 

after the information so this study using a span of seven days around the date of the announcement 



of the company's annual report that one days before and five days after the date of the announcement 

of earnings or annual reports ( t = -1 , +5 ) . 

b. Independent Variable 

Family Ownership  

The Proxy for family ownership will be given a value of 1 when the company including family 

enterprise category, and 0 (zero) others. 

A company is classified as a family company when the percentage of ownership of all 

shareholders are classified as the family has the largest portion of ownership of shares of the 

company. Determination of shareholders classified as owner of the family based on the definition 

mentioned in the study Arifin (2003), which adopted the definition used by La Porta et al (1999) and 

Claessens et al (2000) that all individuals or companies whose ownership is registered (ownership> 

5 %) except for a public company (tbk.) which is listed on the Stock Exchange, states, financial 

institutions (such as investment firms, mutual funds, insurance, pension funds, banks, cooperatives), 

and public (individuals who has ownership less than 5%).  

Internet Financial Reporting/IFR Index  

IFR index measured through direct observation of the company's website for the level of 

disclosure of the information presented in around the earnings announcement date or the 

announcement company annual report. 

The model used in measuring the quality of disclosure of information through the website of the 

company  that adopts index developed by Almilia (2009 ) which refers to the study Cheng et al 

(2000). Assessment is based on the company's website on 4 dimensional measurements with specific 

weights include content  ( 40 % ) , timeliness ( 20 % ) , technology ( 20 % ) and user support ( 20 % 

)  

c. Control Variables 

Control variables used in this study is the volatility of stock returns , firm size , and stock prices 

. Volatility of stock returns measured by using the standard deviation of daily returns from the end of 

the fiscal year date  until the deadline for submission of annual reports in 2013 to IDX (Indonesian 

Stock Exchange). Company size  measured using the natural logarithm of the market value of equity 



companies at the end of the financial year 2013. While the share price is measured from the average 

closing share price during the measurement for time span of bid ask spread. 

 

4. Results 

4.1. Descriptive Statistics 

Descriptive statistics for all variables in this study are presented in Table 4.1 . BAS variable is a 

proxy for  asymmetry information has an average value of 0.033 with deviation standard 0.055. This 

means that on average bid and ask spreads around the announcement date of the company's annual 

report in Indonesia amounted to 3.27 %, which indicates that the gap expectations of issuer and 

investors is relatively not too large . For the volatility of stock returns shows that the average 

volatility of stock returns companies in Indonesia amounted to 2.59% .For the Stock price, most 

companies have stock prices that are below the average price (more than 50%) that is  Rp 3800.12 . 

The company's stock price in Indonesia is quite varied with a range of values is large enough that 

stock prices ranging from a lowest price of Rp 7.54 to the highest price at Rp 110,290.14 . 

FAMDUM variables are dummy variables of family ownership . From Table 4.1 it is shows that 

the number of family companies as much as 199 companies , or 77.73 % and non- family companies 

as many as 57 companies , or 22.27 % of all companies in the research samples . This indicates that 

the majority of companies in Indonesia is still dominated by family ownership Claessens et al., 

(2000). 

Table 4.1. Descriptive Statistics For The Sanple Research  

Var N Mean Std. Dev. Min. Max. Median Skewness 

BAS 256 .0327 .0545 .0016 .3767 .0097 3.053 

IFR 256 .3948    .1346  .1267  .7716 .3761 .608 

VOLATILITY 256 .0259 .0131 .0046 .0669 .0230 1.227 

PRICE  

(rupiah) 

256 3800.12 13,272.97 7.54 110,290.14 643.41 .495 

MKVAL  (juta 

rupiah) 

256 11,511,424 32,491,073  25,840 

 

275,288,160  2,720,438  -.004 

Var N Dummy=0 Dummy=1   

FAMDUM 256 57 22,27% 199 77,73%  -1.341 

BAS = Bid Ask Spreads as measured from the average difference price between the ask and bid price daily 

around 1 day before and five days after the  announcement date of the annual report ; IFR = Internet 

Financial Reporting Index at the announcement date of the annual report ; Volatility = standard deviation of 

daily stock returns around the announcement date of the annual report ; PRICE = average closing stock price 

around the announcement date of the annual report ; MKVAL = market value of equity at the end of the 

financial year prior to the announcement date of the annual report ; FAMDUM= dummy variable for family 



Table 4.1. Descriptive Statistics For The Sanple Research  

Var N Mean Std. Dev. Min. Max. Median Skewness 

ownership 1 for family firms , 0 for others 

Source : The data is processed using Excel and SPSS 20 , 2014  

4.2. The Content of IFR Disclosure  

Based on observations on the company's website found that the rate of adoption of IFR varied 

between one company and another company both in terms of quantity, quality, and the way of 

presenting information. From the dimensions of disclosure content, as many as 248 companies have 

loaded annual report on the website as required in Bapepam Regulation No. KEP-431 / BL / 2012. A 

total of 128 companies providing a complete set of financial statements and its annual report 

quarterly. The annual report published in most of the company's website in PDF (portable document 

format) while a fraction company also load it in the form of HTML (hypertext markup language). 

HTML usage easier for readers who want to obtain financial information more quickly without 

having to download the PDF format. As can be seen in Graph 4.1, in addition to annual reports and 

quarterly financial reports, some companies also presents the financial highlights for the current year 

or previous years. Some companies also includes quarterly results that contain the company's 

quarterly operating results include the number of sales, expenses, net income that more up to date 

and relevant for business decisions by investors. 

Graph 4.1. Content Website 
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From the aspects of timeliness, a total of 181 companies have presented company news on their 

website. However, only 30% of them are presenting the latest information in the form of a press 

release which are updated daily. In establishing a more intensive communication with their 

shareholders, the company delivery information through corporate secretary of the company. Of the 

256 companies that were observed, it is found that there are 28 companies that are late in submitting 

financial reports on the website with a delay time ranging from 1 day up to 184 calendar days 

(i.e.PetroseaTbk / PTRO) since the last time of delivering an annual report to the FSA at the end of 

the next fourth month since the end of the financial year. 

From the aspect of technology, many companies provide online feedback to facilitate those 

users who want to get more information about the company. Some companies have taken advantage 

of the use of multimedia and information display in the form of presentation that is more interesting 

to read by the user. Some companies also provide features user analysis can be used to perform 

calculations regarding their investment plans in the future. However, none of the companies has 

found to have revealed the implementation of XBRL in their website. Meanwhile, from the aspect of 

user support, some companies provide FAQs (Frequent Asked Questions) that contains frequently 

the same  questions asked and the company’s response. Many companies also have to provide search 

and a site map so it is easier for users to find information in accordance with their interest. 

Table 4.4. Descriptive Statistics of IFR Indexes 

 Family Company  Non Family Company All company 

Amount  199 57 256 

Averages 0,372 0,473 0,395 

Deviation 

Standard 

0,119 0,155 0,135 

Min. 0,127 0,205 0,127 

Max 0,772 0,766 0,772 

 

Table 4. 5. The Average Score of IFR component  Index  

IFR Component Index Weight Family company Non family company All company  

Content Index 0,4 0,164 0,191 0,170 

Timeliness Index 0,2 0,055 0,096 0,064 

Technology Index 0,2 0,026 0,043 0,029 

User Support Index 0,2 0,128 0,143 0,131 

Total 1,0 0,372 0,473 0,395 

 



The user level of IFR over 256 observed companies is still fairly low, with an average index of 

0.395 and 0.135 standard deviation range . This is mainly due to the low content and timeliness of 

disclosure and the technology used , as shown in Table 4.5 . 

Family company has a lower level than the application of the IFR non- family companies . As 

shown in Table 4.4 , the family company had an average IFR index of 0.372 while the non- family 

companies have an average index of 0.473 . Based on Table 4.5, the company nonfamily have higher 

scores for each component of the index compared IFR family company . 

4.3. Analysis of Regression Result  

regression results for model 1 are listed in Table 4.7. Tests on model 1 shows that the effect of 

family ownership concentration is significant in influencing the asymmetry of information. Thus , 

one hypothesis is accepted . There is evidence that family ownership significantly affect the amount 

of information asymmetry . 

Table 4. 7. Regression Result For Model 1 

Dependent Variable : BAS 

Independent Variables 
Exp. 

Sign 
Coefficient 

Sig  

(1-tailed) 

  

FAMDUM (+) 0,002 0,000 *  

IFR (-) -0,056 0,000 ***  

VOLATILITY (+) 0,564 0,000 ***  

PRICE (-) 0,015 0,000 ***  

MKVAL (-) -0,006 0,012 **  

_CONS  0,076 0,023   

R-squared  0,354 

F-statistic 19,43 

Prob(F-statistic) 0.0000 

Number of obs 256 

*** 

** 

Significantat α = 1% 

Significantat α = 5% 

BAS = Bid Ask Spreads as measured from the average difference price between the ask and bid price 

daily around 1 day before and five days after the  announcement date of the annual report ; IFR = Internet 

Financial Reporting Index at the announcement date of the annual report ; Volatility = standard deviation 

of daily stock returns around the announcement date of the annual report ; PRICE = average closing stock 

price around the announcement date of the annual report ; MKVAL = market value of equity at the end of 

the financial year prior to the announcement date of the annual report ; FAMDUM= dummy variable for 

family ownership 1 for family firms , 0 for others 

 

The results showed that the company is controlled by the family has a positive effect to the 

asymmetry of information (hypothesis 1 is accepted). By placing families or people trust in a 

strategic position in enterprise management, family controlling shareholders much better able to 

obtain private information than non-controlling shareholders (Boubaker et al., 2011) .With this, 



family controlling shareholders can be qualified as insider or informed traders. This results support 

the research Copeland and Galai (1983) that proves that with the increasing number of informed 

traders will increase the bid ask spread. The results also support the research Byun et al., (2011 that 

the family firm in Korea has a positive and significant correlation with information asymmetry 

proxies via PIN (probability of informed trading). The positive influence of family  ownershipto 

asymmetryinformation is primarily due to an increase in the number of relative of informed trading 

and not by an increase in privated information events. So it can be concluded that the company with 

family ownership has a degree of higher asymmetryinformation compare with thenon-family 

controlling company . 

Furthermore, the regression on model 1 shows that the level of implementation of the IFR by 

the company negatively correlated significantly to the asymmetry of information. In other words, the 

results are consistent with the hypothesis 2. The IFR as one way of disclosure of company financial 

information can significantly reduce the degree of asymmetry of information around the date of 

publication of the company annual report. The results are consistent with the results of research 

conducted by the Chang et al (2008), Yoon et al (2011), and Zhang et al (2012) . Disclosure of  

financial information through website give several advantages for companies such as better 

availability of information is more timely, easy accessible, more efficient, as well as available to 

stakeholders in the wider region. The wider and more timely of Disclosure of information through 

the company's website will be able to minimize the chances of informed traders as controlling 

shareholder to take advantage of uninformed traders as a result of the company private information. 

With the more availability of company financial and non-financial information  to the public in a 

timely manner will cause stock prices quickly adjust to the viabilityof such information and the 

spread becomes small. 

 

 

 

 

 



Table 4. 8. Regression Result Model 2 

Dependent Variables: BAS 

IndependentVariables Exp. Sign Coefficient Sig(1-tailed)   

FAMDUM (+) 0,018 0,000 ***  

IFR (-) -0,065 0,000 ***  

IFR*FAMDUM (-) -0,004 0,04 **  

VOLATILITY (+) 0,435 0,000 ***  

PRICE (-) 0,004 0,000 ***  

MKVAL (-) -0,001 0,065 **  

_CONS  0,064 0,024   

R-squared 0,365 

F-statistic 17.78 

Prob(F-statistic) 0,0000 

Number of obs 256 

*** 

** 

Significantat  α = 1% 

Significant at  α = 5% 

BAS = Bid Ask Spreads as measured from the average difference price between the ask and bid price 

daily around 1 day before and five days after the  announcement date of the annual report ; IFR = Internet 

Financial Reporting Index at the announcement date of the annual report ; Volatility = standard deviation of 

daily stock returns around the announcement date of the annual report ; PRICE = average closing stock price 

around the announcement date of the annual report ; MKVAL = market value of equity at the end of the 

financial year prior to the announcement date of the annual report ; FAMDUM= dummy variable for family 

ownership 1 for family firms , 0 for others 

 

Based on Table 4.8, the results of model 2 shows that the application of IFR weaken the 

positive influence of family ownership of the asymmetry of information (hypothesis 3 has been 

proven). Wang (2006) state  that the asymmetry information that occurs in the family firm increase 

entrenchment effect by  controlling shareholders due to the lack of transparency and lack of 

information flow to non-controlling shareholders. The asymmetryinformation risk can be reduced if 

there is an effective dissemination of information between the controlling shareholder as 

informedtraders with non-controlling shareholders as uninformedtraders. Therefore, the influence of 

the controlling shareholder, as informed traders, to the asymmetry information also depends on how 

much the level of disclosure of their information in the form of voluntary disclosure to the 

uninformedtraders, in this case the non-controlling shareholders (Jiang et al, 2011). One form of the 

voluntary disclosure is the disclosure of information through the company website or IFR. 

Family firm commitment to implement the IFR will make the company more transparent to the 

public. In this case, the public can effectively monitor the performance of the company through the 

information presented in the company's website. With more information that is presented in the 

company's website, it will further reduce the chances of controlling shareholders to hold private 



company information to the  non-controlling shareholders so that will lead to asymmetry 

information. 

The results support Jiang et al (2011) that the concentration of ownership is positively 

associated with the bid ask spread as a proxy for the asymmetry of information on companies in 

New Zealand. Voluntary disclosure as moderating variables can significantly reduce the effect of 

concentration of ownership to the asymmetry information. Jiang et al (2011) measured the voluntary 

disclosure through voluntary information presented in the annual report of the company includes 

background information, historical results, non-statistical information -Financial, projections of the 

company, as well as discussions and management analysis.IFR as a form of voluntary disclosure 

includes information that is presented through voluntary website thus predicted can reduce the 

positive effect of family ownership to  the asymmetry of information through the wider disclosure of 

information to uninformedtraders. 

Based on the result on  model 1 and 2 can be concluded that the volatility of stock returns have 

a significant positive effect on the bid ask spread that indicates the higher volatility of stock returns 

will increase the bid ask spread. Stockprice havesignificant positive effect on the bid ask spread. 

According to Yoon et al (2011), the relationship between stock prices and spreads are relatively 

inconclusive because the market with high asymmetryinformation  provide a challenge for investors 

to assess the company's performance accurately. Furthermore, the size of the company has a 

significant negative effect on the bid ask spread indicates big companies have bid ask spread 

relatively smaller. 

 

5. Conclusion, Implication, and Limitation 

5.1. Conclusion 

Family controlling ownership cause a degree of higher asymmetry than the non-family 

company. family controlling ownership has the ability to control the management to take action in 

accordance with their interests and expropriate the welfare of non-controlling shareholders, 

Management that acts in the interests of controlling shareholders tend to hold or select critical 



company information leading to the decision by the non-controlling shareholders are not based on 

this sufficient information.This condition potentially lead to insider trading in the stock market. 

IFR can significantly reduce the degree of asymmetry information around the earnings 

announcement date. Application of IFR provide more timely information, accessible, more efficient, 

as well as the viability to stakeholders in the wider region so as to minimize the chances of informed 

traders to take advantage of uninformed traders as a result of the ownership of the private 

information of the company. With the increasing the availability of financial and non-financial 

company information to the public in a timely manner will cause stock prices quickly adjust so that 

the difference between the ask price and the bid will be lower. 

The application of IFR can moderate the level of information asymmetry that occurs in family 

company. This research also found variations in usage of IFR. Variations contained in the company's 

website both in terms of quantity, quality, or way of presenting information indicating that each 

company has a different reason to use the Internet in order to meet the information needed by its 

stakeholders. Furthermore, this study also found that family firms have a level of IFR application 

lower than non-family companies. 

Some companies have been providing a complete set of financial statements and its annual 

report accompanied by the quarterly financial highlight, meanwhile  others only  show quarterly 

financial reports. From the aspect of timeliness, still a few companies that present the latest 

information in the form of a press release which is updated every day and there are even some 

companies that are still late in submitting financial statements / annual report. From the aspect of 

technology, there are still a few who use multimedia in presenting information to the user. In 

addition, there are still a few companies were found containing analysis features that can make the 

users easier to perform calculations regarding their investment plans in the future. 

5.2. Research Implication 

a. This study provides empirical evidence that the application of the IFR by the company can 

significantly reduce the asymmetry of information that occurs in companies registered in Indonesia. 

To further improve the quality of disclosure of financial information through the internet companies 

in Indonesia, the regulator of capital markets in Indonesia can develop policies regarding the 



disclosure standards of financial information over the Internet more specific. It aims to further boost 

the company's financial information disclosure practices quickly and on time in order to improve 

transparency, protecting the rights of individual investors, as well as improve the efficiency of 

capital markets in Indonesia. 

b. Company in Indonesia should be able to disclose financial information and non-financial 

companies with a more complete content includes annual reports, quarterly reports, and more timely 

financial highlightin his personal website to be useful for investors decision making. 

5.3. Limitation and Suggestion For Future Research 

a. The sample used in the study only one year of observation ( 2013 ) and is limited to non-

financial sector. To obtain more accurate results, further research can use the span of more than one 

year of observation . 

b . The dependent variables used in measuring the level of asymmetry in this study using the 

average spread between  the daily ask and bid price around earnings announcement date . 

Future studies may use other liquidity as a proxy variable levels of information asymmetry as 

Total Depth Theory, and PIN ( The Probability of Informed Trading ) in order to further improve the 

validity of the measurement of enterprise information asymmetry. 
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Appendix 

 Table 5. IFR Index 

No. Index Items 

1 Component of Financial Information 

1.1 Statement of Financial Position 

1.2 Statement of Financial Performance 

1.3 Statement of Cash Flows 

1.4 Statement of Movement in Equity 

1.5 Notes to the Financial Statement 

1.6 Disclosures of Quarterly Results 

1.7 Financial Highlight/Year-in-Review 

1.8 Chairman’s Report 

1.9 Auditors’ Report 

1.10 Stakeholder Information 

1.11 Corporate Information 

1.12 Social Responsibility 

2 Number of years/quarters Shown 

Annual Report 

Quarterly Report 

3 Past Information (HTML Only) 

Annual Report 

Quarterly Report 

Graph of Share Price 

 Language 

English 

Other than English or Indonesia 

 Address (HTML only) 

Company Address 

1 Press Releases 

Existence 

Number of days since last updated news (around release date of annual report/financial report) 

2 Unaudited Latest Quarterly Result  

Existence 

With proper disclaimer 

3 Stock Quote 

Existence 

Updated in how many hours 

4 Vision Statement/Forward Looking Statement 

Existence 

Proper disclaimer 

Charts of future profit forecasts/trends 

 Download Plug-in On Spot 

Online Feedback 

Use of Presentation Slides 

Use of Multimedia Technology 

Analysis Tools 

Advance Features (XBRL) 

 Help and Frequently Asked Question  

Link to Home Page 

Link to Top 

Site Map 

Site Search 

Number of Clicks to get to 

Financial Info 

Consistency of Web Page 

Design 

 IFR Index 

 


