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ABSTRACT
Agriculture firms are facing challenges on applying the Statement of Financial
Accounting Standards (PSAK) 69 which regulates the recognition, measurement, disclosure,
presentation and reporting biological assets because of the unique trait of biological assets. This
research aims to decide the factors that influence the biological asset disclosure by testing the
effect of leverage, profitability, liquidity, firm’s growth, biological assets’ intensity, firm size,
type of auditor, and listing status. The samples used in this research are the agriculture firms
listed on the Indonesia Stock Exchange (IDX) between 2016 and 2018. The data are collected
from the auditor financial statement. This research uses a quantitative method with multiple
linear regression analysis. The conclusion is that the intensity of biological asset influences the
biological asset disclosure, while leverage, profitability, liquidity, firm’s growth, firm size, type
of auditor, and listing status do not influence the biological asset disclosure. This research
contributes as literature for academics, gives knowledge about agriculture firm’s problems for
the standard compiler, and improving the agriculture firms’ obediency in disclosing their
biological asset following the PSAK 69.
Keywords: Biological asset; disclosure; PSAK 69; firm characteristics.
disclosure of the financial statement is defined as
the delivery of various economic information by the
firms which portrays the firm’s business performance and positioning that consist of information
about both financial and non-financial condition,
also information about both quantitative and nonquantitative notes [62] [74]. The disclosure of
information from the management is a strategic tool
which can improve a firm’s ability to obtain capital
with a low cost [41]. A firm’s annual financial
statement can be used as one of the means to
disclose information and has a function as a firm’s
performance monitoring tool [78]. The biological
asset disclosure on the financial statement will
improve the financial statement quality and benefit
[75]. The authorized institution to make the
financial regulation obliged firms to make a
financial statement which reveals real information
about the conducted activities to minimalize
information asymmetry between management and
shareholders [42]. From the viewpoint of the agency
theory, information asymmetry and conflict of
interest between manager and shareholders could
inflict agency costs [46]. Therefore, to reduce the
agency costs, manager discloses more information to
the shareholders [79].
Based on the signalling theory, the problem of
information asymmetry could be reduced with the
information disclosure from the management [3],
[51], [56], [66]. The disclosed information on the

INTRODUCTION
Agriculture firms are facing a complexity on
recognition, measurement, disclosure, presentation,
and reporting their owned biological assets. The
agriculture sector has an important role in the
global economic growth, however, the accounting
treatment for the agriculture activity is getting less
attention in the accounting standards which is more
focused on the production activity, marketing, and
tax reporting [32]. Therefore, the accounting treatment about biological asset must be understood and
adhered by the agriculture firms [61].
In Indonesia, the agriculture sector is contributing to economic growth. Since 2014 until 2018
there is an improvement in the national export with
a percentage of 29%, or 500 trillion rupiahs [12].
PSAK 69 regulates the biological asset so that it can
be used as the guideline for agriculture firms in
arranging the financial statement. Financial
Accounting Standards Board (DSAK) has approved
the PSAK 69 on January 1st, 2017 and applied on
2018. PSAK 69 has fully adopted the International
Accounting Standards (IAS) 41 agriculture.
Firms that disclose adequate information
about the biological asset in their financial statement is deemed obedient to the financial accounting
standards [75]. The information revealed on the
financial statement has a crucial role for the firm
which can reflect their firm’s performance. The
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firm’s financial statement gives good signals directly
and indirectly to the financial statement users
regarding what the firm wants to achieve, the firm’s
intention, as well as the motive of the firm’s action
[63], [72]. Like wise with the stakeholder theory
which sees that for firms to achieve their goals, they
must give special attention to the stakeholders as a
party who has an interest in the firm [34]. Hence, a
firm must fulfil the stakeholder's interests with
disclosing the information about the firm’s real
activities [25], [52], [81].
The academic interest on the issue of the
biological asset disclosure has been indicated with
the development and testing of research model
which is related with the factors influencing the
biological asset disclosure [28], [37], [38], [83]. The
research [28] investigates the relationship between
the intensity of biological, firm size, type of auditor,
ownership concentration, and profitability towards
the biological asset disclosure. The research [37]
analyzes the effect of biological intensity, ownership
concentration, size, auditor type and international
stakeholders towards the biological asset disclosure.
The research [37] tests the disclosure level with
firm-level determinants (biological assets intensity,
ownership concentration, firm size, auditor type,
internationalization level, listing status, and profitability), sector, country-level determinant and
legal status. In the research [83], tests the relationship between the biological asset disclosure with the
intensity of biological asset, firm size, ownership
concentration, and auditor type.
This research aims to investigate the factors
that are influencing the biological asset disclosure
based on PSAK 69 on agriculture firms holistically
(a whole) by combining the firm characteristics
variables such as leverage, profitability, liquidity,
firm’s growth, biological asset intensity, firm size,
auditor type, and listing status on agricultural firms
which are listed on Indonesia Stock Exchange (IDX)
between 2016 and 2018. The practice of PSAK 69 on
agriculture firms is facing several challenges,
especially regarding the measurement method
complexity using fair value and detailed disclosure
about a biological asset which is measured by their
fair value. It is why research about the biological
asset disclosure needs to be studied more. To add
more, there is an inconsistency on the research
result regarding biological asset disclosure.
Different from the research of [28] and [83],
this research adds the leverage, profitability, firm’s
growth, liquidity, and listing status variables. Other
than that, the firm’s financial statement used in this
research is from between 2016 and 2018. This
research also fulfils the recommendation given by
[37] and [38] by adding the variables leverage,
liquidity, and firm’s growth.

This research contributes several things,
firstly, it is useful for academics since it can increase
the number of scientific literature about biological
assets. Secondly, for standards compilers, it can give
them portrait and understanding regarding the
aspects that become a problem for agriculture firms,
thus it can be a guideline or consideration in the
future. As for the third, it is useful for firms since it
can give a portrait about the biological asset
disclosure, thus it can improve the obediency of
firms so it can fit the PSAK 69. Therefore, this
research is beneficial for the regulator, accounting
standards maker, firms, and shareholders that have
interests towards the information disclosure,
especially the biological asset disclosure.
In the next part, this research discusses the
literature framework, hypothesis development,
research methodology, discussion and results, and
ends with a conclusion.
Agency Theory
The interaction between principal and agent is
portrayed in the agency theory. The fundamental
problem is that the principal is unable to know
exactly whether the agent’s action has already
aligned with the principal’s interest or not [29], [46].
Information asymmetry became a common problem
that happened between principal and agent, thus
controlling activities is needed to reduce this
problem [42]. At least, there are two things that
might cause the agency problem: the separation of
ownership and management [46], [67], and conflict
of interests between controlling and non-controlling
shareholders [49]. The emergence of the two agency
problems might make the manager to not act in line
with the owner’s interest or desire. Manager and
owner could have different behaviour in dealing
with risk [29]. Therefore, according to [30], the
owner could do the monitoring activity so that the
manager’s act could align with the owner’s interest.
Another perspective based on [46], it is not only
the owner who have the motivation to do the
monitoring, else, the manager also has the motivation to convince the owner that what he does has
already aligned with the owner’s interest [46], [80].
The owner could make an investment in the
information system for the reporting procedures as
the means to monitor the manager’s real behaviour
[29]. The manager itself could provide sufficient
information on the financial statement to convince
the shareholders that the taken activities by the
management have already aligned with the
shareholder's goals, which in the end could reduce
the monitoring costs [2], [42], [48]. To solve the
information asymmetry problem as the impact from
the interaction between management and share
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holders, the management side must provide a good
quality financial statement which can inform the
taken actions from the management [4], [9].
Adequate disclosure could reduce agency costs [46].
Stakeholder Theory
According to stakeholder theory, firm goals
could be achieved if the firm can fulfil the stakeholder's interests [34]. Not only responsible to the
stakeholders, a firm should also take attention to
the different interests of all the stakeholders which
might influence the firm from achieving its goals
[34]. A firm’s goal could be achieved because of the
important role of the stakeholders. Therefore, a firm
should take an action to achieve the shareholder's
wishes which have the power to influence the firm’s
performance [25]. A firm should also give attention
to all the taken actions which might bring effect to
the stakeholders as the party who have interests
[81]. Aligned with the disclosure practice, a firm has
a responsibility to disclose the information to
convince the stakeholders that the taken actions are
aligned with the rules [52].
Signalling Theory
Signalling theory discusses a signal given from
a firm to the other parties. In this theory, the signal
means a firm’s action that indicating the intention,
motive, and firm’s goals, whether it is directly or
indirectly [63], [72]. The communication about the
firm’s performance or value is a positive signal that
is given by the firm to convince the financial
statement user party [17].
Signaling theory answers the information
asymmetry problem [3], [51], [56], [66]. Information
asymmetry problem could be reduced with the way
a firm provides the information to the investors or
capital market. Means that the management is
providing the information to the investors to ease
the investors to take an investment decision and
reduce uncertainty [7], [17], [53]. A signal which has
a positive impression that reflects a good firm’s
performance could attract investors interest, so the
firm reputation could have an improvement [76].
PSAK 69
PSAK 69 is applied since January 1, 2018,
and aims to control the accounting behaviour
for the agriculture activities. Based on PSAK 69
[64] paragraph 5, a biological asset is an animal or a
living plant. Aligning it with the asset, so the
biological asset can be defined as crops or livestock
owned by a firm from its past activity and have a
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future economic benefit. Biological asset is one of the
assets used in agricultural activities. Agricultural
activity is biological transformation management
and biological asset harvest by entities to be sold or
converted into an agricultural product or as an
added biological asset [64].
The scope of PSAK 69 is the record about
various things related with agriculture activities,
such as (a) biological asset, except bearer plants; (b)
agriculture products in harvest point; and (c)
government’s grant that is covered on paragraph 34
and 45. PSAK 69 also regulates the accounting
treatments for biological asset starting from the
growing process, degeneration, production and
procreation.
Biological asset activity is measured on the
initial recognition and on each end periods of
financial reporting with the fair value minus the
selling cost, similar with the agriculture product in
the harvest time with the fair value minus selling
cost. The disclosure of biological asset or agriculture
product can only be done by an entity when the
entity controls or has control towards the asset
which comes from past activities. A firm must
provide the disclosure regarding the total profit and
loss within the ongoing period towards the initial
recognition of a biological asset and the product from
the agricultural product also from the subtraction
between the changes of the fair value with the cost
estimation on the biological asset sales. Besides, a
firm’s financial statement must also display the
description or definition of each biological asset
groups [64].
Hypothesis Development
Leverage can be described as a firm’s financial
structure that measures the long-term risk
contained in the structure [79]. Leverage ratio is a
proxy to measure the financial risk in a firm [13].
PSAK 69 paragraph 49 (a), regulates the disclosure
of the existence and the recorded amount of
biological asset with limited ownership and
recorded the amount of biological asset that is
guaranteed for the liability. Meanwhile, PSAK 69
paragraph 49 (c) regulates the disclosure of financial
risk management strategy which is related to the
agriculture activity. This disclosure could describe
the financial risk faced by a firm.
According to the agency theory, agency costs,
and monitoring costs could emerge not only in the
relationship between manager and owner, controlling and non-controlling owners, but it can also
happen in the relationship between the manager
party and the creditor party [46], [80]. The bigger
the debts rate, the bigger the different interests
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between the manager and creditor, and thus the
bigger the monitoring cost too [5], [10], [46], [58],
[59]. The improvement in the level of disclosure
could reduce the monitoring costs [55] and lessen
the chance of different interest between manager
and creditor occurring.
The disclosure of information could give the
creditors certainty in which their interests could be
fulfilled by the firm [39]. Therefore, a firm with a
high level of leverage tends to disclose more
information to reduce the agency costs [10], [79] so
that the information asymmetry between manager
and creditor could be minimalized and reduced.
Several previous studies are aligning the
leverage with the disclosure, whether it is generally
or specifically and has already found various proof.
Research [27], [35], [59] aligns leverage with the
disclosure of intangible asset and finds a positive
and significant relationship. However, research [5],
[45], and [60] proves that there is no significant
relationship between leverage and the disclosure of
intangible asset.
Related with intellectual capital disclosure,
research [11], [32] finds a positive relationship
between leverage and intellectual capital disclosure.
On the other hand, research [65], [82] proves that
there is no influence between leverage and intellectual capital disclosure.
H1: Leverage gives a positive influence on the
biological asset disclosure
According to PSAK 69, an entity must disclose
the combined profits and losses between the ongoing
period on the initial recognition of a biological asset
and agriculture product and from the change of fair
value minus the cost to sell the biological asset
(paragraph 40) and profits or loss that occurs from
the changes of fair value minus the selling cost
(50a). The disclosure of profits and loss could give a
clear display of the firm’s profit so it can help the
investor and the other financial statement users to
assess the firm’s performance [75]. Research [69],
argues that a manager in a firm with a high-profit
margin and high economic profitability will be
motivated to disclose more detailed information.
The is because the management wants to give
adequate certainty to the investors in which the
firm can generate profits, so it can improve the
compensation towards the manager.
Based on the point of view from agency theory,
a firm with high profitability will disclose more
information in detail as an effort to maintain the
position and compensation arrangements [45]. The
management will disclose more information if there
is more good news than bad news [57]. Based on the
signalling theory, a disclosure gives a positive signal
that can strengthen the stock price and the firm’s
value [33], and also it can increase managers’
compensation [69]. Besides, the information

disclosed by a firm which experiences profits could
also increase public trusts [5]. Therefore, the
information will be disclosed more by the firm to the
investor when the firm’s performance is good or
generates high profits [45], [79]. However, a
different opinion is stated by [50], which states that
the amount of profitability or firm’s performance
could raise or even lower the level of disclosure.
Research [50] proves that a firm will disclose more
if that firm has low profitability or even having a
loss to reduce the occurrence of legal obligations.
In the research [20], [39], [69] they conclude
that there is a positive correlation between profitability with the level of disclosure. However, in the
research [5], [10], [16], [45] and [77] they conclude
that profitability is not significantly influencing the
disclosure. Research [8], [60], finds that profitability
is not influencing the intangible asset disclosure.
Research [55] and [65] finds that there is no
correlation between profitability and intellectual
capital disclosure. Specifically, if it is aligned with
biological asset disclosure, [28], and [37] shows that
profitability does not influence biological asset disclosure. This research then formulated the following
hypothesis:
H2: Profitability gives a positive influence on the
biological asset disclosure
Liquidity shows how big a firm can fulfil their
responsibility. The level of liquidity ratio is to be
aligned with the level of a firm’s capability to fulfil
its long-term responsibility [79]. A firm is stated to
have a good level of liquidity if the current asset
level is bigger than the short-term responsibility.
PSAK 69 paragraph 49 (a) regulates the existence
disclosure and the recorded amount of biological
asset that is guaranteed for liability. This disclosure
gives a clear display of the liquidity level of agriculture firms.
Referring to the signalling theory, it can be
concluded that there is a linear correlation between
liquidity and information disclosure contained in
the financial statement. It means that high-level
liquidity is followed with high-level information
disclosure too. It happens because a firm gives a
positive signal to the investor regarding their good
financial position [18]. However, agency theory has
a different perspective. The higher the agency costs,
the lower the liquidity level [46]. Thus, to minimalize the information asymmetry, a firm which has a
low liquidity ratio will voluntarily give or disclose
more information to justify its liquidity position,
because a low liquidity level reflects the high debt in
the firm capital structure [46], [77].
In the research [77], proves that liquidity has a
significant negative influence on disclosure. Meanwhile, the research of [10], concludes that there is no
significant relationship between liquidity and disclosure.
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Research [65] also finds that liquidity does not
influence intellectual capital disclosure. This research tries to link liquidity with biological asset
disclosure by formulating the following hypothesis:
H3: Liquidity gives a positive influence on the
biological asset disclosure.
Firm’s growth shows how good a firm in
maintaining its financial performance. A firm’s
growth can be shown in the improvement in the
number of sales within a firm. A firm that has
experienced growth has a potential opportunity to
increase the firm’s size [47] and increase profit [1].
The growth level of a firm could influence management’s decision [22]. According to the stakeholder
theory, a firm could develop if the firm can fulfil the
stakeholder's interest [34]. For stakeholders to
know that their interest has been fulfilled, a firm
should do adequate information disclosure. The
management will choose to disclose more information if the firm ever experiences growth to fulfil
the stakeholder's interest [40], [60].
However, [82] has a different take, a firm
which is new in the stock exchange listing will be
more motivated to do information disclosure to
attract investors. It means the lower a firm’s
growth, the higher its disclosure level. Another
perspective is stated by [73] which concludes that a
firm with a low growth level will choose to not
undergo the disclosure regarding the intellectual
capital in the financial statement. There is still no
research that specifically tests the influence of a
firm’s growth on biological asset disclosure. This
research is then formulating the following hypothesis:
H4: Firm’s growth gives a positive influence on the
biological asset disclosure
Biological asset intensity shows the investment amount of a firm for the biological asset
ownership. Agriculture firms must disclose the
description about each group of biological assets
owned [64] and the size or non-financial estimation
from the specific quantity of each group of biological
assets owned by entities on the end period PSAK 69
paragraph 46 (b) (i). This biological asset is
measured on the initial recognition and each of the
end reporting period on the fair value minus selling
cost, except for the fair value that can’t be measured
reliably. The fair value method can measure the
biological asset with an update and is closer to
reality while increasing the value from the biological
asset because of the biological transformation [21].
As for the result, the disclosed information in the
financial statement can be increased in quality [68],
[70]. According to the stakeholder's theory, all
interested parties have the rights to receive
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information regarding the firm related to them [25].
The disclosure about the description and the size of
the biological asset in the financial statement will
bring an impact to the financial statement users on
making a decision. A financial statement that is not
disclosing the description and the size of the biological asset will make the financial statement useless
[75].
Several studies state that the asset size or
amount is increasing following the increase in the
element number. Research [6], [36], [43] finds that a
non-financial asset has a positive influence on the
goodwill impairment disclosure. Meanwhile, if it is
linked with the biological asset research [28], [37],
[38], and [83] concludes that the biological asset
intensity has a positive influence to the firm’s biological asset disclosure. Thus, the following hypothesis is formulated:
H5: Biological asset intensity gives a positive
influence on the biological asset disclosure
A firm’s size shows how big a firm scale that
can be reflected in the amount of ownership of total
assets [14]. The bigger the total owned asset, the
bigger the firm’s size. The amount of biological asset
is a part of the total asset that is owned by a firm.
The bigger the owned biological asset, the bigger the
asset amount owned by the firm. In the financial
statement, agriculture firms must include information about the description disclosure of each
group of the owned biological asset [PSAK paragraph 40] and the size or non-financial estimation
from the specific quantity of each group of the
biological asset owned by entities in the end period
[64] paragraph 46 (b) (i).
Research [71] states that a large scale firm is
more motivated to disclose the information in the
financial statement. As well as [79], which states
that a large scale ‘go public’ firm can give information as a means to minimalize the financial
performance uncertainty level so that the share
capabilities to be traded is higher. If a large scale
firm does not give detailed information disclosure, it
will indicate bad news that can influence the firm’s
value [54].
Research [79] adds that a large scale firm will
spend less cost to provides voluntary disclosure
rather than the small scale firm.
For small scale firm, the budget spent on the
disclosure in the financial statement will be bigger
than the obtained benefits, so the small firms will do
less disclosure [31], [50]. According to [45], there are
several causes as to why large firms tend to disclose
more data than small scale firms. It is because the
large scale firms’ managements have realized that
several benefits can be obtained from the disclosure,
such as having an ease of funding and bigger
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marketability; the accumulation and the disclosure
cost of information spend by the firm is also not as
big as the small firm. Furthermore, small firms also
assume that information disclosure can put their
competition in the market in a dangerous position.
Based on the agency theory, a big firm have
bigger outside capital percentage. The agency costs
rate (monitoring costs) will also raise following the
total of outside capital. Information disclosure could
minimalize agency costs, minimalize the information asymmetry between management and investors or shareholders, and also reduce the political
costs [22], [26], [45], [46]. Thus, a large scale firm
tends to disclose more detailed information in its
financial statement [10], [15], [26]. Research [27]
concludes that a firm’s size gives a positive influence
on the intangible asset disclosure level. Research
[65] also finds a positive relationship between a
firm’s size with intellectual capital disclosure.
Research [28], [37], [38], and [83] finds that there is
a positive correlation between a firm’s size with
biological asset disclosure. Thus, the following
hypothesis is formulated:
H6: A firm’s size gives a positive influence on the
biological asset disclosure
External auditor has an important role in
checking the fairness of a firm’s financial statement.
The external auditor must ensure that the firm’s
financial statement has already met the valid
financial accounting standard, including the
disclosure level. Financial statement checking by
the auditor is one of the ways to reduce the agency
costs [8], [46], and improve the disclosure credibility.
To reduce the agency costs and improve the
disclosure credibility, a firm should choose an
auditor that has a good reputation. The better the
auditor’s reputation, the higher the obediency level
towards the financial accounting standards [36] and
also the higher the level of disclosure in the financial
statement [36]. Other than that, the level of a big
auditor’s independence is higher than a small
auditor, in which may enable the big auditor to give
a strong effect to the firm’s financial statement [24],
[62]. If it is linked with the signalling theory, the
disclosed information in the audited financial
statement by the big auditor will give a positive
signal and increase the trusts of external parties
regarding the firm’s financial statement [45].
External auditors face major challenges when
it comes to ensuring that agricultural companies
have already adhered to the application of IAS 41
regarding biological assets. It is because of the
unique and specific nature of the biological asset
and agriculture company operational activities [75].
The external auditor must have sufficient confidence that the fair value measurement method for

the biological asset has already been disclosed
following the IAS 41 [75]. The users of a financial
statement are relying on the perception of the
auditor and the obediency level received by the
auditor for the obediency of agriculture companies
on the financial accounting standards about biological assets [75].
Several studies have already linked auditor
type with disclosure, in which [82] finds that a firm
that has been audited with the big 4 audit office will
do more intellectual capital disclosure rather than a
company that is audited by the small auditor. On
the other hand, [8] and [65] finds that there is no
relationship between auditor type with the intangible asset disclosure. Several studies linked it with
biological asset disclosure. Research [28] and [37]
does not found the relationship between auditor
type and biological asset disclosure. Meanwhile, [83]
makes a conclusion in which there is a negative
influence between auditor type and biological asset
disclosure. This research is then formulated the
following hypothesis:
H7: Auditor’s type gives a positive influence on
biological asset disclosure
Listing status shows where a firm trades its
shares. A firm could do shares trade not only in one
country but in several countries. PSAK 69
paragraph 50 (f) requires agricultural companies to
disclose the net exchange differences arising from
the translation of financial statements into different
presentation currencies, and the translation of
foreign business activities into the reporting entity's
presentation currency. This means that agricultural
companies conducting foreign trade or listing
abroad must comply with the disclosure rules of
PSAK 69.
A firm that is operated in several countries
must provide a more complete disclosure because
the firm’s activities have a high complexity [18]. The
level of disclosure could be influenced by the level of
a firm’s activity abroad [6], [23], and listing status
[6], [19]. Based on the signalling theory, the positive
signal could be given by the firms to the stakeholders through the information disclosure in the
financial statement. The level of disclosure could be
much higher if a firm does an activity abroad. A
manager in which the firm has an activity in the
different country or trades its shares in the
international stock exchange will give more
disclosure as a way to shows the firm’s position or
performance to the stakeholders in the international level [26].
Research [6], [19], [23] finds a positive
influence between the level of disclosure with the
listing status. On the other hand, research [8] and
[60] concludes that listing status does not influence
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the intangible asset disclosure. This finding is then
strengthened by [37] who finds that the listing
status does not influence the biological asset
disclosure. Thus, the following hypothesis is formulated in this research:
H8: Listing status gives a positive influence on the
biological asset disclosure

RESEARCH METHOD

Leverage (X1)

Profitability
(X2)

From the result of the purposive sampling with
the defined criteria, 15 agriculture companies listed
on the Indonesia Stock Exchange in the research
period of 2016 – 2018 are obtained as the research
samples.
The research variables/objects consist of the
dependent variable, which is the biological asset
disclosure (Y), and independent variables, which are
leverage, profitability, liquidity, firm’s growth, biological asset intensity, firm’s size, auditor type, and
listing status. The operational definition and research objects measurement are provided in table 2.

Liquidity (X3)

Firm’s Growth
(X4)

Table 1. Samples Selection Criterion
1
2

3
4

Description
Agriculture firms listed on
Indonesia Stock Exchange
(IDX) between 2016-2018
Firms that are not publishing
the complete financial
statement between 2016 and
2018
Firms that are not applying
PSAK 69
Firms that are not using rupiah
currency as the reported
currency
Total samples

Total
24
(4)

(4)
(1)
15

Table 2. Definition of Operational and Measurement
Variables
Research
Variable
Biological asset
disclosure (Y)

Definition of Operational and
Measurement Variables
Economic information
communication by the firms in the
form of financial, non-financial,
quantitative, as well as other
information which reflects the
firm’s performance and position
[62].
𝑛
Wallace Index =
𝑘
Notes:
n: jumlah butir kelengkapan yang
dipenuhi
k: jumlah semua butir yang
mungkin dipenuhi

Biological Asset
Intensity (X5)

Firm size (X6)

Auditor Type
(X7)

Listing Status
(X8)
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Based on the 40 criteria of the
biological asset disclosure in PSAK
69
The firm’s financial structure in
measuring the long-term risk
contained in the financial structure
[79].
Total Debt
DER =
Total Assets
A firm’s capability to generate
profits or in other words as the
achieved net profit by the firm [75].
ROE
Net Profit
=
x 100%
Total Shareholder ′ fund
A firm’s capability to fulfil its longterm capability [79].
Current Asset
Liq =
x 100%
Current Liabilities
A firm’s growth illustrates how
good a firm can maintain its
financial performance, it is shown
from the improvement of the sales
number in a firm [44].
Potential Growth
Sales t − Sales t − 1
)
=
Sales t − 1
Shows the invested amount of a
firm for the biological asset
ownership [37], [38].
Biological Asset
𝐼𝐴𝐵 =
Total Aset
Shows a firm’s scale that is
reflected in the total asset
ownership amount [14].
Size ∶ Log (Total asset)
The auditor credibility of the
accountant firm with a very good
reputation [37], [38].
1 = Audited by the big 4
0 = Audited by the non-big 4
A place in which a firm does the
stock trades, whether it is in one
country or several countries [38].
1 = Listed in more than 1 stock
exchange
0 = Listed in 1 stock exchange

The research model is using the multiple linear
regression to test the hypothesis as described below:
DISCit = β0 + β1 LEVit+ β2 ROEit + β3 LIQit
+ β4 PGit + β5 BAIit + β6 FZit + β7 KAPit
+ β8 LSit + eit

RESULTS AND DISCUSSION
The data analysis results empirically show the
descriptive analysis illustration and the result of the
multiple linear regression analysis which are shown
in table 3 and 4.
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Table 4 provides the R square (R2) which
amounts to 0.313, with the model is statistically
significant from the p<0.05. It means the independent variable (leverage, profitability, liquidity,
firm’s growth, biological asset intensity, firm’s size,
auditor type, and listing status) only have 31.3%
effect on the dependent variable (biological asset
disclosure). The rest of it, 68.7%, can be influenced
by other factors outside the research model.
Table 3. Descriptive Statistic Analysis Result
Variable
Disclosure
(Y)
LEV
ROE
LIQ
P/G
BAI
FZ
KAP

Minimum
.2000

Maximum
.6667

.1460 1.2541
-9.7908 3.7984
.1126 6.7720
.1865 11.1869
.0026
.6664
28.3204 31.1768
.0
1.0

KolmogorovSmirnov Z
Run Test Asymp.
Sig. (2-tailed)

Mean

Std.
Deviation
.419259 .1102085

.574519 .2722042
.003098 1.6859541
1.710445 1.7323592
1.583393 1.7432643
.321598 .2027733
29.853681 .8232218
.600
.4954

-1.807
0.071

Table 4. Multiple Linear Regression Analysis Result
Unstandardized
Model
Coefficients
B
(Constant)
-.168
Leverage (LEV)
.030
Profitability (ROE)
.015
Liquidity (LIQ)
.008
Firm’s Growth (PG)
.004
Biological Asset
.264
Intensity (BAI)
Firm Size (FZ)
.015
Auditor Type (KAP)
.058
Listing Status (LS)
-.040
R2
.313
R
.559

Std.
Err
or

T

Sig

.739 -.2 28
.114 .266
.016 .926
.016 .515
.018 .206
.110 2.391

.821
.791
.361
.609
.838
.022

.024 .618
.041 1.415
.065 -.617

.541
.166
.541

The first hypothesis results show that leverage
has no significant effect on biological asset disclosure. This result is not aligned with the research
of [58]. Williams, 2001, [27], [35], [59] which
concludes that the leverage gives a significant and
positive influence on the intangible asset disclosure.
This test result is also not aligned with the research
of [1]], which finds that there is a positive
relationship between leverage and the intellectual
capital disclosure. However, this research is aligned
with the research of [5], [45], [60] which concludes
that leverage does not give a significant effect to the
intangible asset disclosure. This research also

supports [65], [82] which proves that there is no
effect between leverage and intellectual capital
disclosure. This research results show that the
amount of leverage is not influencing the amount of
disclosed information regarding the biological asset
by an agriculture firm. An agriculture firm must
obey the PSAK 69 paragraph 49 (a) about the
existence disclosure and the recorded amount of
biological asset in which the ownership is limited,
and the recorded amount of guaranteed biological
asset for the liability, also PSAK 69 paragraph 49 (c)
about the disclosure of financial risk management
strategy related with the agriculture activities.
From the existing 15 firms in this research, as much
as 5 firms are having a low level of leverage,
meanwhile, 10 of them are having a high level of
leverage.
Another interesting finding is collected from
the data analysis result, all five firms with low
leverage level do not conduct the biological asset
disclosure as regulated in PSAK 69. From the 10
firms which have high leverage level, only 5 of them
do the biological asset disclosure as regulated in
PSAK 69. It proves that the amount of leverage in
an agriculture firm does not influence the biological
asset disclosure. A firm with high leverage disclose
its biological asset to reduce monitoring costs,
agency costs, and information asymmetry between
manager and the creditors [5], [10], [39], [46], [58],
[59], [79]. On the other hand, the firm with high
leverage that is not disclosing its biological asset
considers the financial risk that might be faced in
the future which might influence the investor or
creditor. The more risk a firm has, the higher the
reward that the investor or creditor could ask for.
The second hypothesis testing shows that
profitability does not give a positive influence on the
biological asset disclosure. This result is not aligned
with [20], [39], [69] which concludes that profitability gives a positive influence to the disclosure
level. However, this research shares the same idea
with [5], [10], [16], [45], and [77] which finds that
profitability does not have a significant influence on
the disclosure. The research [8] and [60] also
concludes that profitability does not influence the
intangible asset disclosure. This research result also
supports the research [65] which finds that
profitability does not influence intellectual capital
disclosure. In the research result, [28] and [37] also
find that profitability does not influence biological
asset disclosure. It means that the amount of
profitability owned by an agriculture firm does not
influence the firm to increase or decrease the level of
its biological asset disclosure in the financial
statement. This result is different from the agency
theory and signalling theory [5], [33], [45], [57], [79]
which states that profitability gives a positive
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influence to the disclosure. 6 firms in this research
have low profitability, while the other 9 have high
profitability. From the 9 firms with high profitability, 5 of them are not conducting the biological
asset disclosure based on the PSAK 69. It happens
because of the complexity of the biological asset
disclosure which is measured with the fair value
method. Although the 6 firms have low profitability,
these 6 firms are still conducting the biological asset
disclosure based on the PSAK 69 paragraph 40 and
50 (a) about the loss or profit occurred from the
biological asset. It shows that the low level of
profitability does not prevent a firm from conducting
the biological asset disclosure because a firm tries to
give a real portrait to the external party to avoid law
obligations in the future and shows the firm’s effort
to obey the PSAK 69. This condition aligns with the
opinion from [50] which states that a firm with low
profitability still has a motivation to do a disclosure.
The third hypothesis testing shows that
liquidity does not have a positive influence on the
biological asset disclosure. These findings are not in
line with [77] which proves that liquidity gives a
significant and negative influence on the disclosure.
However, this research result corresponds with [10]
and [79] which finds that there is no significant
relationship between liquidity and disclosure. This
result has also supported the research [65] which
concludes that liquidity does not influence
intellectual capital disclosure. The level of biologic
asset disclosure in an agriculture firm is not
influenced by the level of liquidity owned by a firm.
The empirical data shows that the 7 agriculture
firms in this research have either higher liquidity
level or bigger current asset than the current
liabilities. Meanwhile, the other 8 agriculture firms
have low liquidity. Interestingly, there is no
difference in the level of biological asset disclosure
between a firm with high liquidity and a firm with
low liquidity. The five firms from a total of 8 firms
which are having low liquidity show the obediency
level to the PSAK 69 with conducting the biological
asset disclosure. This is done by a firm to minimalize
the occurrence of information asymmetry between
the firm and the firm’s creditor. Aligned with the
agency theory which states that a firm with low
liquidity would voluntarily disclose more information [46], [77]. Another interesting finding is shown
with only 3 out of 8 firms with high liquidity
conducting the biological disclosure. This finding is
not being supported by the signalling theory which
states that a high liquidity level is followed by a high
level of information disclosure too [18].
The fourth hypothesis testing results show
that a firm’s growth does not influence the biological
asset disclosure. This research result is different
from [40], [60], and [73] which finds the positive
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relationship between the firm’s growth with the
level of disclosure. This research also contradicts
[82] which concludes that there is a negative
influence between growth and disclosure. The
empirical data shows that 8 firms have high growth
level and 7 firms that have low growth level. Both
firms which have either high or low level of growth
have the same level of obedience towards biological
asset disclosure because all agriculture firms have
the same goals: to increase their firm’s growth to
gain the stakeholders’ trust and obtain additional
funds.
The fifth hypothesis testing result shows that
biological asset intensity has a positive influence on
the biological asset disclosure. This result aligns
with the research [6], [36], [43] which proves that
the non-financial asset has a positive influence on
goodwill impairment disclosure. This result supports the research [28], [37], [38], and [83] which
concludes that biological asset intensity has a
positive influence on the firm’s biological asset
disclosure. It shows that the higher the biological
asset intensity, the higher the biological asset
disclosure level too. The applied fair value method
that is used to measure the biological asset could
increase the value of the biological asset [21]. As the
biological asset value goes higher, the firm tends to
disclose more information regarding the biological
asset to give more information for the stakeholders’
decision making [25]. The firms are trying to make
a useful financial statement that can portray reality
by improving the disclosure regarding the biological
asset description and size [75].
The sixth hypothesis testing concludes that the
firm’s size does not influence the biological asset
disclosure. This research result does not support the
research of [27] which finds that the firm’s size has
a positive influence on the level of intangible asset
disclosure. This result is also not aligned with the
research [65] which also finds that there is a positive
relationship between the firm’s size and the intellectual capital disclosure. The test result is also not
aligned with the conclusion founded by [28], [37],
[38], and [83] which concludes that there is a
positive correlation between a firm’s size and the
biological asset disclosure. This research result is
different with the opinions of [10], [15], [22], [26],
[31], [45], [46], [50], [54], [71], [79], which states that
large scale companies are more motivated to
disclose the information in the financial statement
to minimalize the level of financial performance
uncertainty, improve the firm’s value, the opportunity to gain fundings, bigger marketability,
minimalize the agency costs, reduce the political
cost, and minimalize the information asymmetry. If
the number of the biological asset goes higher, then
the total asset could go higher too. The empirical
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data shows that 7 out of 15 agriculture firms in this
research are having a decrease in their total asset
number. Interestingly, although there is a decrease,
the firms are still conducting their biological asset
disclosure. It means that the number of assets
owned by an agriculture firm is not influencing the
firm’s motivation to conduct biological asset
disclosure. This result could be linked with the
characteristics of the biological asset. Biological
asset is the animals or living plants which have a
growth, degeneration, production, and procreation
process. The value of the biological asset could
experience uncertain changes. To reduce the
uncertainty impact of financial performance and
information asymmetry, some firms disclose information about the biological asset without considering the value of their assets.
The seventh hypothesis testing shows that the
auditor type does not influence the biological asset
disclosure. The research [82] shows that firms
audited by the Big 4 audit firm disclose more
intellectual capital than the firms audited by small
audit firms. On the other hand, the research [8],
[65], shows that there is no relationship between the
auditor type and the intangible asset disclosure.
There are several studies linked with biological
asset disclosure. The research [28], [37], has not
found the relationship between auditor type with
the biological asset disclosure. Meanwhile, [83]
concludes that there is a negative influence between
the auditor type and the biological asset disclosure.
There are several reasons which could be linked
with the zero influence that the auditor’s types have
on biological asset disclosure in this research The
first is that 9 out of 15, or around 60%, of the
agriculture firms in this research, have already been
audited by the Big 4 accountant firms. Second, there
is no significant difference in the level of biological
asset disclosure conducted by a firm that has been
audited by both the Big 4 and non-Big 4 accountant
firms. The third reason is that the checking of the
biological asset disclosure obediency based on the
PSAK 69 is influenced by the audit judgment. These
become the reason on why the checking of the
biological asset disclosure obediency becomes more
complex for auditors.
The eight hypothesis testing results show that
the listing status does not influence the biological
asset disclosure. This result does not align with the
research [6], [19], [23] which shows that listing
status gives a positive influence to the disclosure
level. On the other hand, this hypothesis testing
results correspond with the testing conducted by [8]
and [60] which shows that listing status does not
have any influence on the intangible asset disclosure.

This finding also supports the research by [37]
which concludes that listing status does not
influence biological asset disclosure. Several things
caused this testing result. First, there are only 3
firms that do the listing on the international stock
exchange. Second, 11 agriculture firms that are only
being listed in the Indonesia Stock Exchange are
still showing obediency to the biological asset
disclosure. Third, there is a practice of PSAK 69
which is already based on the IAS 41, so there is no
difference in the financial accounting standards
between Indonesia and the international accounting standards.

CONCLUSION
The practice of PSAK 69 about the biological
asset, the biological asset disclosure becomes
important to be discussed. This research is testing
the effect of leverage, profitability, liquidity, firm’s
growth, biological asset intensity, firm size, auditor
type, and listing status towards the biological asset
disclosure on agriculture firms that are listed on
Indonesia Stock Exchange (IDX) between 2016 and
2018. Biological asset intensity is proven to
influence biological asset disclosure. It corresponds
with the agency theory and stakeholder theory.
Interestingly, leverage, profitability, liquidity, firm’s
growth, firm size, auditor type, and listing status
are not influencing biological asset disclosure.
This research has been attempted and
conducted following the scientific procedures,
however, it still has some limitations such as the
subjectivity on deciding the PSAK 69 paragraph
which must be grouped and representing one item
index, thus, the assessment is being treated
following the best assessment conducted by the
researcher. In the future, this research can be
conducted while considering other variables which
are some of the factors on the biological asset
disclosure, for example, good corporate governance
such as audit committee, the board of commissioners, the board of directors, and other aspects
from good corporate governance.
This research contributes to widening the
perspective on firm’s characteristic that can increase firms’ intention and motivation on disclosing
the information about biological asset based on
PSAK 69. Therefore, this research is useful for the
regulators, accounting standards makers, firms,
and shareholders that have interests in information
disclosure, especially biological asset disclosure.
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