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Abstract  

Accounting information is one of many informations that is used in making decisions by 

investors. Accounting information has value relevance when the information raises investor reactions, 

meaning that the information is used for decision making that affects stock prices. This study aimed to 

examine the value relevance of earning value and the fair value measurement of non-financial assets, 

along with the role of corporate governance in increasing the value relevance of both informations. This 

study used 142 companies listed on the Indonesia Stock Exchange during 2012-2017 as study samples. 

Moedaretd Regression Analysis was used as an analytical tool to test the relationship of study variables. 

The results showed that earning and the fair value measurement of non-financial assets had value 

relevance. Both of these informations are considered useful by investors for their decision making. 

Corporate governance was found to play a role in increasing the value relevance of earning and the fair 

value measurement of non-financial assets. Corporate governance is able to reduce agency conflicts that 

can cause information to be biased for investors. The existence of corporate governance provides 

assurance that informations has been fairly presented to investors, thereby increasing value relevance. 

Keywords: Value Relevance; Earning; Fair Value Measurement; Nonfinancial Assets; Corporate 

Governance 

 

Introduction 

Financial statement provides company information related to assets, liabilities, equity, income 

and expenses including earnings and losses, contributions from and distribution to owners in their 

capacity as owners, and cash flows. Accounting information is one of the information types that investors 

need in decision making (Ball and Brown., 1968; Moser., 1989; Barth et al., 2001; Healy and Palepu., 

2001, Kothari., 2001). Investors need assurance that each information in the financial statements is useful 

for their decision making. That is, the information obtained must have value relevance. The value 

relevance of accounting information indicates quality of accounting information. Barth et al. (2008) states 

that the higher the value relevance, the higher the quality of accounting information implies. 

 

Barth, Beaver and Landsman (2001) explained value relevance as how informative accounting 

numbers are for investors and how investors react to the announcement of accounting information. 

http://ijmmu.com/
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Investor reaction can be reflected through stock price movements. When accounting information is 

presented to investors and stock prices undergo changes, it can prove that the content of accounting 

information is a very important issue and can be important consideration in the investment decision 

making process, so it can be said that accounting information is beneficial to investors (Ball and Brown., 

1968; Ohlson., 1995; Scott., 2015; Puspitaningtyas., 2012). 

 

The main variable in accounting information on financial statements that is often used as a tool to 

measure company performance is earning (Ohlson, 1995; Collins et al., 1997). Accounting information in 

the form of earning was found to have value relevance because of its ability to influence stock prices 

(Widiastuti and Maiden., 2014; Chandrapala., 2013; Hayati., 2016). The role earnings in determining 

stock prices has become an important issue in accounting study. Watts and Zimmerman (1986) 

summarized that most studyers focus on the relationship between changes in earnings and changes in 

stock prices around the announcement of changes in earnings. Various studies proved that earning is 

related to price and stock returns (Ball and Brown., 1968; Beaver et al., 1979; Pinasti., 2004). 

 

The novelty of this study is developing value relevance studies by examining the value relevance 

of accounting information other than earning. The accounting information variable that developed in this 

study is fair value measurement. Fair value is considered more capable of reflecting the condition of 

economic values (Barth et al., 1995). Fair value can describe the actual market value. International 

Accounting Standard Board (IASB) prefers using fair value accounting to conservative accounting 

methods (Khurana and Kim., 2003; Caprio., 2013). In 2011, IASB issued IFRS 13 "Fair Value 

Measurement". Enforcement of this standard encourages empirical study to measure the value relevance 

of fair value measurements. The empirical study that has been done showed that fair value information 

has value relevance which means it is useful for investor decision making (Song., 2014; Tama-Sweet and 

Zhang., 2015; Liu., 2016). 

 

However, studies is still focused on the financial or banking industry and financial assets. Barth, 

Beaver and Landsman (2001) mentioned the need for empirical study regarding the fair value 

measurement of non-financial assets. Information about the fair value measurement of non-financial 

assets needs to be tested whether or not it has value relevance. Based on the literature review that has 

been conducted, studies on the value relevance of the fair value measurement of non-financial assets is 

still limited. Therefore it is necessary to test the value relevance of the measurement of the fair value of 

non-financial assets, especially in Indonesia where there is an updated accounting standards regarding the 

fair value measurement. Dewan Standar Akuntansi Keuangan Indonesia (the Indonesian Financial 

Accounting Standards Board) issued PSAK 68 about Fair Value Measurement which requires companies 

to disclose fair value measurements. One of fair value measurement applied to non-financial assets, 

namely plant, property, equipment (PPE) and investment property. Based on PSAK 68, the fair value 

measurement of non-financial assets takes into account the ability of market participants to generate 

economic benefits by using the highest and best use assets or by selling them to other market participants 

who will use these assets in their highest and best use. Therefore, it is necessary to know the usefulness of 

the fair value measurement of non-financial assets information for investor in decision making.  

  

Furthermore, the novelty of this study is developing a value relevance model with the addition of 

corporate governance as an element that is able to increase the value relevance of earning and the fair 

value measurement of non-financial assets. Accounting information is prepared by management. This 

information can be risky to investors when management does not deliver the information properly. 

Earning is believed to be a good predictor that helps investor to predict future earnings and economic 

events in the future (Belkaoui., 2004; Widiastuti and Meiden., 2014). Investor prefers higher EPS to 

maximize their wealth. This condition creates a gap for managers to display earnings that can attract 

investors in financial statements. Investors need assurance that accounting information have been 

presented fairly. The risk comes not only from earning but also the fair value measurement of non-
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financial assets. Landsman (2007) found that the informative level of information regarding the 

measurement of fair value was influenced by the number of measurement errors and estimated sources. 

The risk of this error is certainly avoided by investors because it can affect their decision making. 

Corporate governance, for example the independence of the audit committee and the presence of financial 

directors, is one form of control to provide confidence that the information presented in the financial 

statements is reliable. Corporate governance is expected to increase the value relevance of earnings 

information and the fair value measurement of non-financial assets. 

 

Based on the explanation above, this study aimed to examine the value relevance of earnings and 

the fair value measurement of non-financial assets. This study also aimed to prove the role of corporate 

governance in increasing the value relevance of earning and the fair value measurement of non-financial 

assets. The results of this study are expected to develop a model of value relevance and add empirical 

evidence to the fair value measurement.  

 

 

Hyphoteses Development 
The Value Relevance of Earning 
 

The concept of value relevance of accounting information explains how investors react to the 

announcement of accounting information. This reaction proves that the content of accounting information 

is important in the process of making investment decisions. Stock price fluctuation is a reflection of 

investor’s reaction to useful information. Accounting earning is an accrual-based accounting product 

more often regarded as a good predictor to estimate income and economic events in the future (Belkaoui., 

2004; Widiastuti and Meiden., 2014). Based on the clean surplus theory, earning is one of the 

determinants of stock market prices. The expected earning in the future provides sufficient information to 

calculate the present value in determining the value of the company (Ohlson., 1995). Empirical study 

conducted by Beaver et al. (1979) showed that annual earnings announcements contain information that is 

relevant and useful in valuing securities. Pinasti (2004) found that earnings per share form the basis of 

stock prices. Widiastuti and Maiden (2013), Chandrapala (2013), and Hayati (2016) found that earning is 

one of the accounting information that affects stock prices. Based on these explanations, this study 

proposes the first hypothesis as follows: Earning has a positive effect on stock prices. 

 

 
The Value Relevance of the Fair Value Measurement of Non-Financial Assets 
 

Fair value measurement is considered to reflect the economic conditions of the company better 

than historical values (Barth et al., 1995). Empirical studies have been conducted to test the value 

relevance of fair value measurements. Song (2014) used US financial companies and found that fair value 

measurement has a benefit to investors' decision making. Tama-Sweet and Zhang (2015) measured the 

value relevance of the three levels of fair value of assets during the period of the 2008-2009 financial 

crisis and compare them with the normal economic period of 2012-2013. Study focused on financial 

assets of the banking industry and showed that fair value disclosures were useful information for investor 

decision making. These results are in line with Liu (2016) who tested the value relevance of fair value 

measurements on financial products. The fair value measurement of non-financial assets is expected to 

have benefits for investors because of the existence of non-financial assets as the company's operational 

assets. The measurement of the fair value of non-financial assets can provide investors with information 

about the market value of these assets and provide guarantees of stock returns. Based on this, the second 

hypothesis proposed is as follows: The fair value of non-financial assets has a positive effect on stock 

prices. 
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The Role of Corporate Governance in Increasing the Value Relevance of Earning 
 

Earning is believed to be significant predictor that helps in estimatin future earnings and 

economic events in the future (Belkaoui., 2004; Widiastuti and Meiden., 2014). Company's ability to 

generate earnings will make investors interested in investing in the company. Higher earning has more 

chance to increase investor preference in investing in the company. This creates a gap for managers to 

display earnings that can attract investors in financial statements (Jensen and Meckling., 1976). 

Therefore, the existence of a corporate governance mechanism is expected to be able to prevent agents 

from deviating so that the earning information displayed in the financial statements can be relevant and 

fairly presented, which is used in investor decision making. Based on this, the third hypothesis proposed 

is: Corporate governance increases the relationship between earnings and stock prices. 

 

 

The Role of Corporate Governance in Increasing the Fair Value Measurement of Non-Financial 
Assets 
 

The relationship between the fair value measurement of nonfinancial assets and stock prices 

needed to be tested with moderation of corporate governance. This was done to find out the magnitude of 

changes in value relevance with regard to asset measurement depending on the strength of the corporate 

governance mechanism. Corporate governance, for example the independence of the audit committee and 

the existence of financial directors' expertise, can increase the value relevance of the measurement of non-

financial assets (Yao., 2014). Tama-Sweet and Zhang (2015) showed that corporate governance has a 

positive influence on banking stock prices. That is, corporate governance can increase the usefulness of 

information about fair value for investor decision making. The results of this study are in line with Song 

et al. (2010) who found that the corporate governance mechanism has an effect on the relevance of the 

value of information on the measurement of the fair value of financial assets. The low governance 

mechanism can reduce the value relevance of fair value measurements. Based on this, the fourth 

hypothesis proposed is: Corporate governance increase the relationship between the fair value of non-

financial assets and stock prices. 

 

 

Research Design 
 

This study used secondary data from all companies listed on the Indonesia Stock Exchange 

(IDX). Population was chosen because the company has issued financial statements based on the 

Financial Accounting Standards (PSAK) which include PSAK 16- Fixed Assets and PSAK 58-Fair Value 

Measurement. This study used a purposive sampling method to determine the sample used to test the 

hypothesis. First, study used companies that consistently issued financial reports in the period 2012-2017. 

Companies registered after 2012 were excluded from the sample. Second, 91 companies in the financial 

sector were excluded because they had a different business structure than non-financial companies. Third, 

210 companies that have negative earnings were excluded because they are irrelevant. Fourth, 18 

companies had missing data, so it were excluded. Table 1 describes the procedure for selecting samples. 

 

The dependent variable is VALUE RELEVANCE (VR) which is proxied through the stock price. 

The stock price used is stock prices after three months of fiscal year (Adhani and Subroto., 2013). Based 

on the regulations of the Financial Services Authority, public companies must submit financial statements 

a maximum of three months after closing the book. Therefore, the stock price after three months of 

closing book is considered capable of reflecting the reaction of investors to accounting information that 

can reflect value relevance.  
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                                         Table 1 Sample selection procedure 

 Firm-Year Observations 

Original Observation 3,654 

Less:  

Financial Sector 546 

Listed After 2012 852 

Negative EPS 1,260 

Missing  Data 108 

Final Sample 888 

 

 

Two independent variables are used in this study, namely EARNING and FAIR VALUE. The 

independent variable EARNING is measured based on earnings per share (Collins et al., 1997; Carnevale 

et al., 2009; Adhani and Subroto., 2013). Earnings per share is a ratio that shows how much earning is 

obtained by investors or shareholders per share (Darmadji and Fakhruddin., 2011). Earnings per share are 

net income after taxes which have been deducted by dividends divided by the number of shares 

outstanding. Meanwhile, FAIR VALUE is variable to measure the fair value measurement of non-

financial asset. It is measured by a dummy variable, which is 1 if the company chooses to measure non-

financial assets with fair value in year t, and 0 otherwise. 

 

CORPORATE GOVERNANCE (CG) is moderating variable. The measurement of corporate 

governance mechanisms uses an index based on the Corporate Governance Scorecard by the IFC 

Corporate Governance Group. The index has five principles of corporate governance that must be 

fulfilled by the company. Each principle contains points that are worth 1 if applied and 0 if not applied. 

The final CORPORATE GOVERNANCE value is the number of percentages based on the five principles 

of corporate governance as follows: 

 

1. Rights of shareholders (15%)  

2. Equitable treatment of shareholders (20%)  

3. Role of stakeholders (5%)  

4. Disclosure and transparency (30%)  

5. Responsibilities of the board (30%)  

 

This study uses Moderated Regression Analysis (MRA) analysis technique. MRA is a special 

application of multiple linear regression where the regression equation contains an element of interaction 

(multiplying two or more independent variables). This interaction test is used to determine the extent to 

which the interaction of corporate governance can influence the relevance of earnings values and the 

measurement of the fair value of non-financial assets. In this study, data was processed using computer 

software, namely SPSS 16.0. The results of the regression analysis are in the form of coefficients for each 

independent variable. The multiple linear regression equation in this study is as follows: 

 

 
 

Notes: 

: value relevance 

α: konstanta 

1 - 4: regression coefficient 

E: earning  

FV: fair value measurement of non-financial asset 

CG: corporate governance 
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Result and Discussion 
 

The study model has been tested in classical assumptions tes to ensure that the model can be used 

to predict the relationships proposed in the study. The test shows that the model used has fulfilled the 

classic assumptions of which data are normally distributed, non-autocorrelated, non-multicollinearity, and 

non-heterocedasticity. MRA is used to test the relationship of variables at  = 5% with the following 

results: 

 

 

     Table 2 Results of moderated regression analysis 

Variable Predicted 

Sign 

Coefficient t-Stat 

Constant  189.927 2.702 

EARNING + 0.747 34.064* 

FAIR VALUE + 0.101 4.589* 

Corporate Governance:    

EARNING*CORPORATE GOVERNANCE + 0.419 2.566* 

FAIR VALUE*CORPORATE GOVERNANCE + 0.396 1.999** 

    

R Square   0.623 

Adjusted R Square   0.622 

    *Significant at =1% (two-tailed test) 

    **Significant at =5% (two-tailed test) 

 

 

Table 2 shows that the Adjusted R Square value is 0.622. This value indicates that 62.2% value 

relevance (stock price) can be explained by two independent variables, namely earning and the 

measurement of the fair value of non-financial assets, and the interaction between corporate governance 

and the two independent variables. While the remaining 37.8% is influenced by other variables not 

included in the study model. 

 

 
The Value Relevance of Earning 
 

Table 2 shows that EARNING have β coefficient of 0.747. This number is greater than others, so 

EARNING has a dominant influence on the dependent variable. This result supports clean surplus theory 

of which states that earning is one of the determinants of stock prices. Earning is important information 

for investors because it can act as a good predictor of future income and economic events (Belkaoui., 

2004; Widiastuti and Meiden., 2011). Ohlson (1995) explained that investors use earnings information to 

calculate the present value of the value of the company. 

 

Earnings significance value indicates a number smaller than α = 0.05 and a positive regression 

coefficient, so the first hypothesis is accepted that Earning has a positive effect on stock prices. That is, an 

increase in Earning increases stock prices. The influence of stock prices explains that earnings 

announcements react to stock prices. The reaction to stock prices shows the usefulness of earning 

information for investors. Earning described through EPS has value relevance because it is measurement 

of company's ability to generate net income on each share (Ball & Brown., 1968). This information is 

valuable to investors for stock purchase decisions. This test results support the empirical study conducted 

by Beaver et al. (1979), Widiastuti and Maiden (2013), Chandrapala (2013), and Hayati (2016) which 

showed that annual earnings announcements contain information that is relevant and useful in valuing 
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securities. Measurement of earnings through EPS is also supported by Pinasti (2004) who found that 

earnings per share form the basis of stock prices. 

 

 

The Value Relevance of the Fair Value Measurement of Non-Financial Assets 
 

Table 2 shows FAIR VALUE significance values smaller than α = 0.05 and positive regression 

coefficients, so the second hypothesis is accepted that the measurement of the fair value of non-financial 

assets has a positive effect on stock prices. Companies that disclose non-financial assets using fair value 

can increase stock prices. This result supports empirical study conducted to examine the relevance of the 

value of fair value measurements. Song (2014), Tama-Sweet and Zhang (2015) and Liu (2016) have 

tested the value relevance of the measurement of the fair value of financial assets. The results of the study 

regarding the measurement of the fair value of non-financial assets develops empirical study regarding the 

value relevance of fair value measurements. The measurement of fair value of non-financial assets also 

has value relevance, not only in financial assets. 

 

The existence of a fair value measurement in the company is very important. Fair value 

measurement can reflect the economic conditions of a company better than historical values (Barth et al., 

1995). The fair value measurement of non-financial assets has value relevance, meaning that this 

information is useful for decision making for investors because of the existence of non-financial assets as 

the company's operational assets. The measurement of the fair value of non-financial assets can provide 

investors with information about the market value of these assets and provide guarantees of stock returns.  

 

 
The Role of Corporate Governance in Increasing the Value Relevance of Earning 
 

Table 2 shows the results of the interaction between CORPORATE GOVERNANCE and 

EARNING on stock prices. The significance value is less than α = 0.05 and the positive regression 

coefficient proves that the third hypothesis is accepted. Corporate Governance can increase the 

relationship between earnings and stock prices. This result can explain that corporate governance is able 

to increase the value relevance of earning. 

 

Corporate governance is a mechanism that is formed to reduce agency conflict. Earning is 

believed to be a means of prediction that helps predict future earnings and economic events in the future 

(Belkaoui., 2004; Widiastuti and Meiden., 2011). The higher the earning generated, the higher the chance 

of company to be preferred by investors. This creates a gap for managers to display earnings that can 

attract investors in financial statements (Jensen and Meckling., 1976). Earnings information can be 

ambiguous which can reduce its usefulness in the eyes of investors. The existence of corporate 

governance is able to prevent acts of deviating agents so that earning information displayed in financial 

statements can be relevant. Investors gain confidence that earnings information has been presented fairly 

so that the relevance of earnings values can increase. 

 

 

The Role of Corporate Governance in Increasing the Fair Value Measurement of Non-Financial 
Assets 
 

Table 2 shows the interaction between CORPORATE GOVERNANCE and FAIR VALUE on 

Stock Prices. The significance value is less than α = 0.05 and the positive regression coefficient proves 

that the fourth hypothesis is accepted. Corporate Governance increase the relationship between Fair Value 

and Stock Prices. These results indicate the role of corporate governance in increasing value relevance of 

fair value measurement. 
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Landsman (2007) found that the informative level of information regarding the measurement of 

fair value was influenced by the number of measurement errors and estimated sources. There is a risk 

faced by investors when obtaining information about measuring the fair value of non-financial assets. 

Such information may be inadequate, affecting investor decisions. The existence of corporate governance 

can overcome this risk. Corporate governance mechanisms, such as the presence of audit committees and 

financial experts, can improve the quality of fair value measurement information. The results of the study 

are in line with Yao (2014) that corporate governance is able to increase value relevance from measuring 

non-financial assets (Yao., 2014). Song et al. (2010) who found that the corporate governance mechanism 

has an effect on the relevance of the value of information on the measurement of the fair value of 

financial assets. The results of the study are also in line with Tama-Sweet and Zhang (2015) showing that 

corporate governance has a positive influence on banking stock prices. That is, corporate governance can 

increase the usefulness of information about fair value for investor decision making. 

 

 

Conclusion 
 

Financial statements are one of the sources of information used by investors for decision making. 

Accounting information in financial statements is considered useful when the information can influence 

investor decisions. The usefulness of information can be called value relevance. When information is 

presented and share price movements occur, the information has value relevance. This study aimed to 

examine the relevance of earnings values and the measurement of the fair value of non-financial assets. 

Corporate governance is chosen as a moderator that can increase the relevance of earning values and the 

measurement of the fair value of non-financial assets. 

 

Testing of 142 companies listed on the Indonesia Stock Exchange during 2012-2017 showed that 

information about earnings and the measurement of the fair value of non-financial assets have value 

relevance. Investors assess that both information is useful for their decision making. Earnings 

announcements can increase stock prices. Similarly, companies that report their non-financial assets at 

fair value can increase their stock prices. The existence of corporate governance, in fact, cannot be 

ignored. Corporate governance is proven to increase the value relevance of earning and the fair value 

measurement of non-financial assets. Corporate governance can be a mechanism to reduce agency 

conflicts that can impose information bias and harm investors. Companies with good governance can 

provide assurance that earnings information and the fair value measurement of non-financial assets have 

been fairly presented so that value relevance increases. The increasing of value relevance shows 

investor’s belief that this information are useful for decision making. 

 

 

Limitation and Suggestion 
 

Study has limitations because some companies do not have complete data, thereby reducing the 

number of samples. Testing the value relevance of fair value measurement on non-financial assets in this 

study is still limited because it is done by classifying companies that disclose fair value and not. Further 

study can develop a test of value relevance by comparing the value relevance of each level of fair value 

measurement. Future study can focus on whether companies that use information on measuring fair value 

at level 1 have a higher level of relevance than level 2 or level 3. 

 

Further study can also consider environmental and cultural conditions that can affect corporate 

governance. Indonesian companies adhere to a two-tier system which certainly affects the corporate 

governance system. Subsequent study can be conducted in countries with a unitary board system to test 

whether differences in corporate governance can affect the relevance of earnings values and the 

measurement of the fair value of non-financial assets. 
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