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Abstract. The purpose of this study is to examine the impact of profitability, liquidity, 

firm size, firm age, and leverage on internet financial reporting (IFR). The population 

used is the financial sector company listed on the Indonesia Stock Exchange (IDX) 2015-

2018. Samples were taken using the purposive sampling technique. Data analysis using 

multiple regression. Regression models must fulfill several assumptions (normality, 

homoscedasticity, no multicollinearity, and no autocorrelation), F-test, and test of 

determination (R2). Hypotheses testing using t-test with α (5%). The results of the study 

showed statistically profitability and leverage negatively affect IFR. Liquidity and firm 

size positively affect IFR. While statistically, the firm age does not affect IFR. 

Regression models can be used to predict the impact of profitability, liquidity, firm size, 

firm age, and leverage on IFR. Companies with low profitability or high leverage try to 

maintain their reputation by expanding the disclosure of other financial information 

through IFR. Companies that have good news want to immediately share it through IFR, 

otherwise if there is bad news. 

 
Keywords: internet financial reporting, profitability, liquidity, firm size, firm age, 

leverage. 

1. Introduction 

In the era of globalization, most companies use network power and internet coverage to 

provide more useful financial information to readers [1]. The growth of internet technology 

allows the company to directly and quickly disclose their financial and non-financial 

information to meet the needs of users worldwide [2]. In the era of digital-based business, 

having a high quality and effective website has become one of the key strategic priorities for 

many organizations [3][4].  

The company utilizes the benefits of the internet to provide useful information to users of 

financial statements [1]. The company is motivated to communicate information over the 

internet to gain benefits such as global marketing, minimize costs, communicate information 

more broadly, quickly and efficiently and to facilitate interactions with stakeholders [5]. 

According to Desoky [6], Internet Financial Reporting (IFR) is financial reporting through 

its website (internet). IFR benefits include low cost, wider range, reliable frequency, and 

speed. companies use IFR to communicate extensively with investors and other key 

stakeholders. IFR has become an important medium as a dynamic strategy, and it can be 

adapted to the needs of information for the wider audience in real-time [7].  

Maulana and Almilia [8] stated there are 62% of companies listed on the Indonesia Stock 

Exchange (IDX) which already have a website to publish financial and non-financial 

information of the company. This indicates the practice of IFR in Indonesia but the quality or 
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quantity of IFR has not been standardized [8]. The Indonesian Financial Accounting Standards 

Board has not set or endorsed the regulations on IFR [8].  

Some studies have found several factors affecting IFR include profitability, liquidity, firm 

size, firm size, and leverage. According to Putri and Azizah [9], profitability is the company's 

ability to generate profit in a period. Companies will tend to reveal more information if 

profitability is high. Following the signal theory, companies that have a high level of 

profitability will strive to increase the influence in decision making of investors by attracting 

attention to stakeholders. The relationship shows that the higher the profitability rate, the 

broader the disclosure of website-based financial statements (IFR) [9].  

Previous research on the effect of profitability on IFR has had different results. Several 

studies stated that profitability has a positive effect on IFR [9][10][11]. Companies with high 

profitability have more website-based financial statement disclosures. Other research stated 

that profitability has a negative effect on IFR [12][13]. According to Maulana and Almilia [8], 

Reskino and Sinaga [14], profitability does not affect internet financial reporting (IFR). 

Another factor affecting IFR is liquidity. According to Fahmi [15], liquidity is the ability 

of a company to fulfill its short term obligations promptly. Companies with high liquidity will 

be more motivated to inform the financial report in full and wide compared to low liquidity 

companies [11]. Following the theory of signal, high liquidity is good news for the company 

so motivated to reveal the financial report promptly through IFR [16].  

Previous research states that liquidity has a positive effect on internet financial reporting 

(IFR) [11][17]. Different results stated by Leonardi et al. [18] that liquidity has a negative 

effect on IFR. Other studies have stated that liquidity has no effect on IFR [8][12][19]. 

IFR is also influenced by firm size. Firm size is a value that shows the total assets, sales, 

and profits obtained [8]. The greater the total assets, sales, and profits, the greater the size of 

the company [8]. Large companies usually have more information than small companies. 

Consistent with agency theory, large companies disclose more information through IFR [20]. 

It aims to attract investors and minimize the occurrence of agency conflict between principal 

and agent [14]. Previous research results found firm size has a positive effect on IFR 

[9][12][20]. Different results stated that firm size has no effect on IFR [11][21][22]. 

Another factor affecting IFR is firm age. Firm age is based on the length of the company 

listed on the Indonesia Stock Exchange (IDX) [23]. Companies that have a longer life usually 

have more experience in reporting information through IFR. According to Harsanti et al. [24] 

older companies often provide more information through IFR. Previous research results found 

firm age had a positive effect on IFR [23][24][25]. This result is different from Jannah [22] 

which stated that firm age does not affect IFR. 

Leverage also affect IFR. Leverage is the ratio used to measure the extent to which the 

company's activities are financed by debts. Companies that have high leverage have company 

activities that are mostly financed by debt [9]. The high level of leverage will make the 

company try to create a positive image for creditors, investors, and other stakeholders through 

IFR. Financial reporting through IFR not only discusses financial information but also 

information on social activities and other activities that can improve the company's image [9]. 

Based on agency theory, companies with high leverage in the capital structure will have higher 

agency costs. The company has a higher obligation to meet the interests of creditors and 

shareholders. The interest encourages the company to conduct broader information disclosure 

through the company's website (IFR) [26]. Leverage have a positive influence on IFR [9][26]. 

The results differed from Maulana and Almilia [8], Khikmawati and Agustina [19], Diatmika 

and Yadnyana [27]. They stated that leverage has a negative effect on IFR. Other results stated 

that leverage does not affect IFR [9][14].  



 

 

 

 

Based on the background above with the inconsistency of previous research results, the 

issue formulation is proposed: examine the effect of profitability, liquidity, firm size, firm age, 

and leverage on internet financial reporting (IFR). 

2. Literature Review 

2.1   Internet Financial Reporting 

IFR is the disclosure of financial information using the Internet through the website owned 

by the company [10]. IFR is a voluntary financial disclosure practice. The financial statements 

provided online have the same scale and scope as the print version. IFR can provide 

legitimate, complete, usable, transparent, and secure financial information for users [28]. 

IFR is measured by the IFR index. The index consists of four components and each 

component has its weightlessness. Maulana and Almilia [8] use the four components of the 

IFR index, which is (1) content (weight 40%), including the balance sheet, profit loss, cash 

flow, changes in financial position and the company's sustainability report; (2) timeliness 

(20%); (3) technology utilization (20%); and (4) user support (20%). The area of IFR is a wide 

disclosure of the company's financial statements through the internet (company website) [10]. 

The IFR area refers to the breadth of use of the company's website to disseminate financial 

performance information [28]. 

 

2.2   Profitability and Internet Financial Reporting 

Profitability is the ratio used to measure management effectiveness based on the small 

level of profit earned [15][29]. According to Gibson [30], profitability is the ability of the 

company to earn a profit. This ratio is used to evaluate corporate profits based on sales, asset, 

or owner's investment [31].  Alarussi et al. [2]; Fahmi [15] explained gross profit margin 

(GPM), net profit margin (NPM), return on assets (ROA), return on equity (ROE) and return 

on investments (ROI) can be used to measure the profitability ratio. 

Many studies have found a positive influence between profitability and IFR [32-38]. 

Companies with high profits will also be increasingly large companies doing IFR practices to 

publish good news [20][21][26]. Ahmed et al. [39] and Fathi [35] also stated that companies 

with high profitability publish more information about company performance. Disclosure of 

good news can enhance a company's reputation. Companies with high profitability have 

incentives to differentiate themselves from others [40] with more than information of strength 

and opportunity [41][42]. Otherwise companies with low profitability performance, the 

company will reduce information that will become bad news [9]. Based on the description, the 

proposed hypotheses was: 

H1: Profitability has positive effect on internet financial reporting 

 

2.3   Liquidity and Internet Financial Reporting 

Liquidity is the ability of a company to fulfill its short-term obligation promptly [15][29]. 

The liquidity measurement indicators are current ratio, quick ratio, net working capital ratio, 

net working capital ratio, and cash flow liquidity ratio [15].  

Oyelere et al. [41], Almtairi [43], found liquidity as one of the main determinants of IFR. 

Liquidity has a positive effect on IFR. Companies with high liquidity will publish more 

information to differentiate themselves from other companies. High liquidity shows 



 

 

 

 

companies can perform operational activities [17]. Companies with high liquidity show good 

news, so the company wants to immediately disclose financial statements through IFR [16]. 

Based on the description, the proposed hypotheses was: 

H2: Liquidity has positive effect on internet financial reporting 

 

2.3   Firm Size and Internet Financial Reporting 

Firm size is a large size of a company's small amount based on total assets, total sales, 

stock market value, number of profits, tax expense, and others. Firm size can be measured in 

various ways, such as used capital, sales turnover, number of employees, market value, and 

others [2]. Many studies found that firm size affects IFR positively [2][41][44][45]. Firm size 

is often regarded as the determining factor for internet financial reporting [40][46-48]. Large 

companies will be motivated to use IFR because they have the ability to disclose more 

information at lower costs and convenience for users.   

Other studies have also found firm size had a positive effect on IFR [49-52]. Large 

companies have a tendency to disclose higher quality information because of their high level 

of supervision [36]. Large companies have a high level of corporate complexity [14][20]. 

Business targets are increasing, business competition is tight, relations with the government 

and regulators are also getting tougher. Such complexity will encourage the company to 

disclose more information through company's website (IFR) to attract investors and minimize 

the occurrence of agency conflict [14]. Based on the description, the proposed hypotheses 

was: 

H3: Firm size has positive effect on internet financial reporting 

 

2.4   Firm age and Internet Financial Reporting 

Firm age is the length of a company standing [53]. Firm age is based on the length of the 

company already listed on the Indonesia Stock Exchange (IDX) [20]. Companies that have a 

longer age means having more experience in reporting information through IFR [24]. 

According to Owusu-Ansah [54][55], younger companies are less likely to disclose 

information as they may suffer losses if disclosing information such as research and 

development expenditure, capital expenditure, or new products. Otherwise, older companies 

will be more motivated to disclose this information. The disclosure is considered not to 

threaten their competitive position. 

The longer the company's life, the more their information and experience can be published 

[53]. The longer the company's life, the more their information and experience can be 

published. The company has the possibility to change the method of reporting financial 

information in accordance with technological developments. it is a change in publishing 

information through IFR [25]. Previous research stated that firm age has a positive influence 

on internet financial reporting (IFR) [20][24][25]. Based on the description, the proposed 

hypotheses was:  

H4: Firm age has positive effect on internet financial reporting 

 

2.5   Leverage and Internet Financial Reporting 

Leverage is measuring how big the company is financed with debt [15]. The leverage ratio 

measures the proportion of debt in the capital structure. The indicators of measuring leverage 

include debt to total assets or debt ratio, debt to equity ratio, times interest earned, long-term 

debt to total capitalization, and fixed charge coverage [15]. 



 

 

 

 

Leverage has a positive effect on IFR [34][36][37][56]. Companies that have high levels of 

leverage mean having large debts. The company will publish more information to satisfy 

creditors [57]. The interest encourages the company to conduct more disclosure of information 

through the company's website (IFR) [26]. Companies with high leverage will provide more 

voluntary disclosure through IFR, to reduce agency costs and information asymmetry [2][41]. 

Debreceny et al. [46] and Boubaker et al. [58] argued that IFR can contribute to reducing 

agency problems, as it allows debtholders to be able to monitor the company effectively and 

receive timely information.  

Companies with high leverage have more financial costs, and creditors demand to be 

informed. Damaso and Lourenco [59] argued that a high-leverage company seeks to make 

broader disclosures through IFR to benefit from such disclosures. the company considers IFR 

to be a potential means to facilitate monitoring by creditors [60]. Based on the description, the 

proposed hypotheses was: 

H5: Leverage has a positive effect on internet financial reporting 

 

 

3. Method 

 

This type of research is quantitative research to test the impact of profitability, liquidity, 

firm size, firm age, and leverage on internet financial reporting (IFR). The financial sector 

companies listed on the Indonesia Stock Exchange (IDX) 2015-2018 as the research 

population. Samples were taken using the purposive sampling technique (176 samples). 

The research variables include internet financial Reporting (IFR) as the dependent 

variable. Profitability, liquidity, firm size, firm age, and leverage as independent variables. 

Variable operational definitions are presented in table 1. 

 
Table 1. Variables and indicators 

Variables Indicators 

Profitability ROA = 
������� �	
�� ��


��
�� ����
�
 

Liquidity CR = 
������
 ����


������
 �������
���
 

Firm Size Firm Size = Ln (Total Assets) 

Firm Age Firm Age = Age of the company since incorporation 

Leverage DER = 
��
�� �������
���

��
�� ������������� ����
�
 

Internet Financial Reporting IFR Indeks =
� ����� �	 
�� ���������� ��� ���

� !�
���� ������
 

 
Data analysis using multiple regression. Regression models must fulfill the testing of 

classic assumptions (normality, homoscedasticity, no multicollinearity, and no 

autocorrelation), F-test, and test of determination (R2). Hypotheses testing using t-test with α 

(5%). 

4. Result And Discussion 

 

The descriptive statistical results of the profitability, liquidity, firm size, firm size, 

leverage, and IFR variables are presented in Table 2. 



 

 

 

 

Table 2. Descriptive Statistic 

Variables Minimum Maximum Mean 

Profitability -0.11 0.11 0.02 

Liquidity 0.05 13.18 1,56 

Firm Size 26.6 34.8 31,16 

Firm Age 0.00 107.0 16,88 

Leverage 0.19 285.2 25,96 

IFR 0.57 0.87 0,75 

 

Table 2 shows the sample companies have an average profitability of 0.02 or 2%. This 

value means the profit generated by the company is 2% of the total assets. The average 

liquidity is 1.56 or 156.6%. This means that the average company has greater current assets 

than its current debt. The sample is a large company with an average age of 16 years. The 

average leverage is 25.96 (greater than 1.00). This means that the company has a total liability 

greater than total equity. Internet financial reporting (IFR) disclosure of 75%. It shows a lot of 

information published through IFR 

Regression models must fulfill the classic assumption testing. It includes tests of 

normality, heteroscedasticity, multicollinearity and autocorrelation. The results of testing 

classic assumptions are presented in Table 3. 

 
Table 3. Assumptions of multiple linear regression 

Test-instrument Result Standard Conclusion 

Normalitas - One Sample 

Kolmogorov-Smirnov Test 
Asymp. Sig. (2-tailed)=0.200 >0.05 

normally 

distributed 

Heteroscedasticity – glejser 

test 

Sig. (Profitability) = 0.33 

>0.05 
No 

heteroscedasticity 

Sig. (Liquidity) = 0.35 

Sig. (Firm Size) = 0.08 

Sig. (Firm Age) = 0.24 

Sig. (Leverage) = 0.96 

Multicollinearity - VIF 

VIF (Profitability) = 1.39 

<10 
No  

multicollinearity 

VIF (Liquidity) = 2.45 

VIF (Firm Size) = 1.15 

VIF (Firm Age) = 1.18 

VIF (Leverage) = 2.86 

Autocolerration - Durbin-

Watson 
d = 1800 

dU < d < 4–

dU 

No 

autocorrelation 

 

Based on Table 3 the classic assumption tests are all fulfilled. It shows that regression 

models have used normally distributed data, no heteroscedasticity, multicollinearity, and 

autocorrelation. Data analysis using multiple regression. The results are presented in Table 4. 

 
Table 4. Multiple linear regression analysis results 

Model Coefficient t-statistic Sig. Keterangan R2 F 

Constant 0.032 1.248 0.214  

0.469 
47.681 

(Sig. 0.00) 

Profitability -0.857 -5.043 0.000 Significant 

Liquidity 0.006 2.002 0.047 Significant 

Firm Size 0.021 9.059 0.000 Significant 

Firm Age 0.000 0.448 0.655 Not Significant 

Leverage -0.051 -3.185 0.002 Significant 

 



 

 

 

 

Based on Table 4, it is known that the profitability and leverage coefficients are negative 

with sig. <0.05. The coefficient of liquidity and firm size is a positive with sig. < 0.05. The 

firm age coefficient is positive with sig. > 0.655. So it can be said statistically profitability and 

leverage negatively affect, liquidity and firm size positively affect IFR. Furthermore 

statistically, firm age has no effect on IFR.   

F-value of regression model is 47,681 with sig. 0.000. This indicates that the model has 

been fit and can be used to predict the influence of profitability, liquidity, firm size, firm age, 

and leverage toward IFR. The effect of these five variables on IFR was R2 (0.469 or 46.9%). 

Based on the results of the first hypotheses test (table 4) obtained a coefficient of negative 

value, t-test (-5,043) < t-table (1,655) with sig. < 0.05. Statistical test results show that 

profitability has a negative effect on IFR. It means that companies with low profitability then 

the company will publish more information through IFR. Companies with low profitability 

make effort to maintain their reputation by increasing the disclosure of other financial 

information.  

Companies with low profitability will make IFR disclosure more fully [13]. The disclosure 

aims to convince stakeholders and the public about the company's reputation. It is to improve 

their image or reputation (good news). Companies with low profitability actually have a 

responsibility to disclose more information. It is the need of creditors and shareholders. These 

results support previous research which has stated that profitability has a negative effect on 

IFR [12][13][45]. However, other studies have found profitability has a positive effect on IFR 

[9][34]. 

Table 4 shows that liquidity has a positive effect on IFR. The liquidity coefficient is 

positive, t-test (2.002)> t-table (1.655) with sig. <0.05. Thus companies with high liquidity 

then they will publish more information through IFR. Companies with high liquidity will be 

motivated to inform their financial statements in full and more through the internet. Consistent 

with theory of signals, companies with high liquidity will increasingly disclose information 

that becomes good news for the company. The company wants to share it through IFR [16]. 

These results were contrasted with Reskino and Sinaga [14], Aly et al. [12]. They stated 

that liquidity does not affect IFR. But these results supported Rizky and Ikhsan [16], Almtairi 

[43], and Oyelere et al. [41] stated that liquidity is positive for IFR.  

The third hypotheses testing results (table 4) obtained a coefficient of positive value, t-test 

(9,059) > t-table (1,655) with sig. < 0.05. These results indicate firme size positively affects 

IFR. It can be said that large companies will use IFR to publish more complete information. 

Large companies have quality management information systems (MIS). MIS supports in 

providing and publishing information through IFR [8]. The larger companies will disclose 

more information to satisfy the needs of investors [14].  

Large companies have high complexity. Increased business targets and intense business 

competition. This will encourage the use of IFR with more complete information. it is to show 

the company's resources [14]. These results are different from Ginting et al. [11], Al-Asiry 

[38], Hosseinzadeh et al. [21] stated that firm size does not affect IFR. But the research was in 

line with Putri and Azizah [9], Budianto [20], Ebrahimabadi and Asadi [51], Monday and 

Nancy [52], Mangena and Tauringana [49]. They stated that firm size has a positive effect on 

IFR.  

In table 4, firm age coefficient is 0.000, t-test (-0448) < t-table (1,655) with sig. > 0.05. 

These results indicate that statistically, firm age does not affect IFR. Long-established 

companies do not ensure that they are willing to disclose more information to stakeholders. 

The company has experience in disclosing information that concerns them. Companies do not 

need to disclose all information but pay more attention to information desired by stakeholders 



 

 

 

 

[22]. These results are different from Reskino and Sinaga [14], Abdullah et al. [23], Harsanti 

et al. [24]. They stated that firm age was positive affect IFR. But these results are in line with 

Jannah [22]. She stated that firm age does not affect the IFR.  

Based on the fifth hypotheses test result (table 4) known leverage coefficient is -0.051, t-

test (-3,185) < t-table (1.655) with sig. < 0.05. These results suggest that the leverage 

statistically negatively affects IFR. This means companies with high leverage further reduce 

information disclosure through IFR. Companies with high leverage show the high use of debt 

to fund companies. In signal theory, a high level of leverage can be a bad news signal for a 

company's performance. Companies with high leverage will reduce IFR disclosures. This aims 

to avoid the company's bad image [27]. These results differed from Miniaoui and Oyelere 

[34], Momany and Al-Shorman [56], Laswad et al. [60] which stated that the leverage has a 

positive effect on IFR. Oyelere et al. [41], Alarussi et al. [2], Aly et al. [12] who concluded the 

leverage does not affect IFR. However, this research was in line with Damaso and Lourenco 

[59], Maulana and Almilia [8], Diatmika, and Yadnyana [27] that argued leverage was 

negatively affected by IFR 

5. Conclusion  

Statistical test results has shown that profitability has negative effect on IFR. Companies 

with low profitability will strive to maintain their reputation. They will publish more complete 

information through the internet. IFR contains more information that the user needs. So users 

pay more attention than profitability. The second result has shown that liquidity has positive 

effect on IFR. Companies with high liquidity usually use IFR to disclose more information. 

Companies with high liquidity will be motivated to disclose more information that signals 

good news. That will enhance the company's reputation.  

Firm size has positive effect on IFR too. Large companies, usually have management 

information system that makes it easy to disclose information through IFR. So that large 

companies will publish more information needed by investors or others. Furthermore, the 

result also has shown that statistically firm age has no effect on IFR. Older companies do not 

always want to disclose more information to stakeholders. Companies have experience in 

providing information that is of concern to stakeholders. They provide information in 

accordance with stakeholder needs. Finally, the results have shown that statistically leverage 

has a negative effect on IFR. Companies with high leverage mean that the use of debt to fund 

companies is also high. They will avoid disclosing information that can make a bad image 

(bad news). 

This study cannot prove the effect of firm age on IFR. Profitability, liquidity, firm size, 

firm age, and leverage are only able to explain IFR of 45.2%. Much more is not explained in 

this study. Therefore, further research must prove empirically about the effect of firm age on 

IFR. It needs to involve more samples. The research can also add other independent variables 

such as institutional ownership and auditor reputation. 
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