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ABSTRACT

ANALYSIS OF VALUE RELEVANCE OF INTELLECTUAL CAPITAL
DISCLOSURE (An Empirical Study on Bank Listed in Banking Indonesia
Year 2012-2016)

By

Dhissa Miranthi Arnis

This research aims to examine whether the disclosure of IC information
conducted by the company in the annual report has value relevance. The research
dependent variable is PRICE. The independent variables in this research are
intellectual capital disclosure index (ICDI) obtained using Li's approach. et. al.
(2012) which consists of 61 items of IC information, net income (NI), and book
value of equity (BVE). The research sample is a banking sector company listed on
the Indonesia Stock Exchange (BEI) of the year 2012 through 2016 using annual
report.

The result of hypothesis testing with regression analysis using SPSS 23
application shows that ICDI coefficient is not have positive influence to stock
price. But if it is divided into 3 components it can be seen that Human Capital
Disclosure Index (HCDI) has a positive effect on stock price although Structural
Capital Disclosure Index (SCDI) and Customer Capital Disclosure Index (CCDI)
have no effect on stock price. This shows that not all information about
intellectual capital has value relevance. This study has several limitations, this
research is only done on the banking sector that has been recognized by several
studies have an intensive IC. This study does not examine the other companies'
sectors whether they have IC intensive or not. Subsequent research is suggested to
test the value relevance of corporate IC information in the sector of IC intensive
as well as on sector which IC is not intensive, so the result will be more
comprehensive.

Key Words: Intellectual Capital, IC information, VValue Relevance.
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CHAPTER 1
INTRODUCTION

1.1  Background Research

As time goes on, almost all investors would want to invest their money into the
most appropriate company and have extensive and complete additional
information. As we know that the financial statements are reports that contain
financial information in a company. However, for investors only information from
financial statements is not enough, because information outside of financial
statements is also important. Indeed in the present day the science of accounting is
no longer value relevance and requires many other factors important to decide the
choice. For example, does this company have a good relationship to other
companies, or does this company have a good image, and so on. Information like
this is very important for investors to be able to invest into companies that have
complete information. Such information is also needed by companies that can be
named with intangible assets.

As already mentioned in accounting magazine (iaiglobal), that intangible asset is
the biggest asset in a start up company, just as it does with banks in Indonesia that
almost all of its capital comes from investors because it can also be mentioned
that most of the assets owned by banks in Indonesia are non-physical assets in the

form of credit / financing provided to customers, where the amount of credit



successfully channeled by the bank is strongly influenced by various factors
related to intellectual capital component that is part of intangible assets. As
described in PSAK 22 that a business must consist of inputs and processes applied
to the input and capable of generating output. What needs to be emphasized here
is that a business does not need to have current output to be defined as "business”.
If a business does not have an output, then investors should consider the following
factors (PP10 in PSAK 22):

1. The company has started the main planned activities

2. Have employees, intellectual wealth and inputs and other processes that

can be applied to inputs

3. Is running a plan to produce output

4. Will be able to gain access to customers who will buy the output
It is these factors that are strongly related to the intellectual capital component.
Intellectual Capital consists of 3 components namely Human Capital, Structural
Capital, and Relational Capital / Capital Employeed. Human Capital discusses
individual skills, education, experience, skills, and creativity in a company.
Structural Capital discusses technology systems, enterprise operational systems,
patents and trademarks. As well as, Relational Capital / Capital employeed
discusses physical and financial capital for the creation of added value, which also

discusses good relationships between company partners and other companies.

New business and technological developments have raised problems with
traditional financial reports in terms of timeliness, accuracy, and limitations in
presenting data on prospects and risks facing the company (Garcia-Meca and

Martinez, 2007). Business dynamics are increasingly determined and driven by



knowledge-based resources owned by companies. Many business executives,
practitioners and businesspeople, policy makers and academics recognize that the
role of conventional production factors (such as tangible assets and financial
resources) will decrease in creating corporate value, while the role of resources or

intellectual capital will increase (Singh and Zahn, 2008).

The financial statements are considered failing in describing the extent of
intangible asset value, leading to increased information asymmetries between
firms and users, and creating inefficiencies in resource allocation processes in the
capital markets (Barth et al., 2001; Li et al., 2008). Accounting failures
acknowledge fully the company's intangible resources confirms claims that
traditional financial statements have lost their relevance as a decision-making

instrument (Oliveira et al., 2008).

A growing issue in the value-relevance literature is that the value-relevance of
accounting information has decreased as firms have an increase in the number of
intangible assets. The argument for the issue is that, in a science-based new
economy, many companies have developed and have intangible assets that are
complex and difficult to calculate and are presented in the framework of financial
statements thus making accounting figures in those financial statements less
relevant for investors (Vafaei, Taylor, and Ahmed, 2011). Lev and Sougiannis
(1996) further argue that financial reporting largely assessing the company's
tangible assets has decreased value-relevance, especially in the knowledge-

intensive and innovative industry-dominated industry sector.



1.2 Problem Formulation

The results of research Grunig, (2011) and Orens et. al., (2009) shows that IC
disclosure negatively affects the cost of capital. This means that the higher the
level of disclosure the company does the lower its capital cost. Meanwhile, some
research (Vafaei et al., 2011; Orens et al., 2009; Abdolmohammadi, 2005;
Gruning, 2011) successfully proved that IC disclosure positively correlates with
market capitalization value of stock and company value. Based on the above

background, the problems formulated in this research are:

1. Does Intellectual Capital Disclosure Index (ICDI) have effect in value
relevance?
2. Does Net Income (NI) have effect in value relevance?

3. Does Book of Value Equity (BVE) have effect in value relevance?

1.3 Objectives and Benefits of Research

1.3.1 Research Objectives

This research aims to:

1. Testing Intellectual Capital Disclosure Index (ICDI) have effect in value
relevance.
2. Testing Net Income (NI) have effect in value relevance.

3. Testing Book of Value Equity (BVE) have effect in value relevance.



1.3.2 Research Benefits

1. Theoretical benefits

The results of this study are expected to enrich the concept or theory that
encourages the development of science in the field of accounting and
investment, especially in terms of the influence of Intellectual Capital to the
Profitability of the Company. In addition, this study is also expected to be

used as a reference for similar research in the future.

2. Practical Benefits
For researchers, this research is useful to implement the knowledge that the
author can during the lecture. In addition, this study also became one of the
requirements of completing the undergraduate study at the University of
Lampung. For the company, this study is expected to provide information to
the company in understanding the utilization of Intellectual Capital in
achieving the operational efficiency of the company so as to contribute in
improving the company's financial performance. And for the next researcher
can be used as additional material of consideration and thought or reference
material in further research in fields related to Intellectual Capital and also

Profitability Company.



CHAPTER II
LITERATURE REVIEW

2.1 Theoretical Basis

2.1.1 Agency Theory

In agency theory there is a separation between owners company called principal
with the management of a company called agent. Agency relationship occurs
when the principal or company owner recruits and delegates authority to the agent
or manager to manage his company. The principal as the owner delegates the day-
to-day decision-making process to managers. Furthermore, Jensen & Meckling
(1976) defines agency relationships as contracts in which one or more persons
acting as principals (ie shareholders) appoint others as agents (ie managers) to
perform services for the principal's interests, including delegating power within
decision making to the agent. The principal has limitations in overseeing the day-
to-day activities of managers in managing the company. In carrying out the
company's operating activities, managers can choose decisions that maximize
their utility and conflict with the owner's expectations to maximize shareholder

interests. This condition can cause agency problems (agency problem).

In practice, the agency problem that occurs between managers and shareholders is
caused by motivated behavior managers to maximize their utility. In running the

company's activities, managers know and have control over resources owned by



the company. These resources are used in the company's operations to earn
revenue and profits. In this context, managers have the discretion to inform what
and how much of a company's resources are owned or used in a company's
operations. This is related to the performance target charged by the company

owner to the manager.

These conditions lead to the existence of asymetric information between managers
and shareholders that ultimately lead to the emergence of agency problems. The
owner or shareholder may limit the actions of managers by exercising appropriate
controls to ensure their interests are met. Agency theory pays attention to
contractual arrangements that contain agreements in agency terminology. When
the contract is incomplete due to bounded rationality and information asymmetry,
separation of ownership and control can cause problems when principal and agent
interests are different, and when it is difficult for the principal to monitor agent

behavior (Eisenhardt, 1989). This can lead to the principal-agent agency problem.

To minimize agency problems, the company owner can perform monitoring or
supervision mechanisms (Jensen and Meckling, 1976). One possible monitoring
mechanism is the implementation of corporate governance (CG). Agency theory
provides a framework for linking voluntary disclosure behaviors with corporate
governance, whereby control mechanisms are designed to reduce agency
problems arising from the separation between owners and managers (Welker,
1995). This argument can be used in the context of intellectual capital disclosure,
where management can determine disclosure levels and thereby reduce investor
uncertainty related to the impact of intellectual capital on firm value. High

disclosure of intellectual capital is expected to provide more intensive supervision



for a company in order to reduce the opportunistic behavior of managers and

information asymmetry.

Information about intellectual capital is important information for stakeholders in
the decision-making process (Li et al., 2008). Companies use IC information
disclosure as an effort to communicate resources and potential future corporate
performance to investors. Various previous studies have shown that ICs have an
effect on the company's performance (such as Chen et al., 2005; Tan et al., 2007;
Kamath, 2008). Many corporate managers begin to try to disclose their company
ICs in annual reports to reduce information asymmetry and improve transparency
between management and various corporate stakeholders (Guthrie and Petty,
2000; Vergauwen et al., 2007). In the context of agency theory, an increased level
of information disclosure will reduce the uncertainty faced by investors and will
lower the cost of corporate capital (Jensen and Meckling, 1976). Therefore,
managers will conduct intellectual capital disclosure in order to increase the value
of the company through the provision of more comprehensive information for

investors so as to reduce the volatility of stock prices (Li et al., 2008).

2.1.2 Legitimacy Theory

Legitimacy Theory states that the company is bound by contract with the social
environment (community) where the company operates (Petty and Yongvanich,
2004). This theory states that the company will strive to ensure that its operations
are still within the limits of the norms prevailing in society. The community
provides various facilities to be owned or managed by the company (including
natural resources and Intellectual resources). The Company will utilize these

resources to produce goods and services and waste for the environment in general.



The company does not actually have the inherent right to profit from the outcome
of the activity, and to maintain the existence of the company, people expect the
benefits received will be greater than the cost to be borne. Social contracts
represent a dynamic society expectation, where people want to know how a
company operates. So in this context the company must voluntarily provide
information to the public to legitimize and justify its existence in the midst of
society (Guthrie and Parker, 1989).

According to legitimacy theory, the existence of a social contract between the
company and the surrounding community requires the company to always respond
to the existence of the environment and to pay attention by conducting operations
in accordance with environmental values (Petty and Yongvanich, 2004).
Therefore, if according to the company the legitimacy of its existence is
questioned by society, then this phenomenon must be solved in several ways

(Lindblom, 1994):

the company tries to inform and educate people about the changes

e companies are trying to change people's perceptions

e the company is trying to distract people from the issues that the community is
concerned about

e the company is still running and is not completely honest with the community
about its activities.

Companies can apply the above strategies by voluntarily disclosing information to

the public. When a company can not legitimize the ownership of intellectual

capital in the form of tangible assets, the company will report to the public by

disclosing the information in its annual report. In this context, legitimacy theory is
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an important theory that should be considered in analyzing IC reporting in the

company's annual report.

2.1.3 Signalling Theory

The concept of signaling was first studied in the context of labor and product
markets by Akerlof and Arrow and developed into the theory of equilibrium
signaling by Spence (1973). This theory says that a good company can
differentiate itself from bad companies by sending credible and quality signals to
the capital market. Signals will be credible only if a bad company can not
replicate a good company by sending the same signal. If the cost of sending a
signal to a bad company is higher than that of a good company type, a bad
company type will not emulate because it is useless, so the signal can be trusted.
Based on asymmetric information between management and investors, signals
from the company are essential for obtaining financial resources (Zhao et al.,

2008).

There are two types of signals in information (Wardhani, 2009): first, is the costly
signaling equilibrium as discussed by Spence (1973), Leland and Pyle (1977),
Ross (1977) and Talmor (2002). Second, is costless signaling equilibrium is A
signal is said to be expensive (costly) if the signal production consumes the
resource or if the signal is related to the welfare loss generated by the deviation
from the allocation or distribution of claims in a perfect market (Zhao et al.,

2008).

Every company has different qualities in various ways, such as quality of

resources, business strategy, information, and also the quality of financial
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reporting. To communicate these differences, the company must signal to
investors. Based on signalling theory, managers have the option to communicate
the quality of the company in various ways. Signalling theory classifies signals
into two major groups of direct and indirect signals (Scott, 2009). Signals are
directly reflected in the disclosures in the company's financial statements. While
indirect signals are related to the amount of equity maintained, audit quality,
capital structure, dividend policy, accounting policy selection, and corporate

forecasting publication.

2.1.4 Definition of Intellectual Capital

At the beginning of Intellectual Capital's breakout described by Klein and Prusak
(1994) that Intellectual Capital is a material that has been compiled, captured, and
used to generate higher asset values. Stewart stated the definition of intellectual
capital as packaged useful knowledge. While Brooking (1996) defines more
comprehensively that Intellectual Capital is given for a combination of intangible
assets that can enable the company to function. Edvinsson and Malone (1997)
identified Intellectual Capital as the hidden value of business. According to Bontis
states that Intellectual Capital includes all knowledge of employees, organizations
and their ability to create added value and lead to sustainable competitive
advantage.

Intellectual Capital has been identified as an intangible set of (resources, abilities,
and competencies) that drive organizational performance and value creation.
Intellectual Capital is defined as a knowledge resource in the form of employees,
customers, processes or technologies that the company uses in the process of

creating value for the company (Ulum, 2009: 20-30).
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The added value of a company can be created through both physical and financial
resources (Pulic, 1998). While Intellectual Capital is an intangible asset that is not
easy to measure. Based on the above, a solution is needed to measure and report
the company's Intellectual Capital and how Intellectual Capital adds value to the
company. Therefore the Value Added Intellectual Coefficient (VAIC) concept
emerged for the condition Intellectual Capital Components

The International Federation of Accountants (IFAC) classifies intellectual capital
in three categories: Intellectual Capital, Structural Capital or Organization Capital
and Relational Capital or Customer Capital detailed as follows (Sawarjuwono and
Kadir, 2003):

a. Human Capital

Human capital is a lifeblood in intellectual capital. This is where the source of
innovation and improvement, but is a component that is difficult to measure.
Intellectual capital is also a source of very useful knowledge, skills and
compensation in an organization or company. Human capital reflects the
company's collective ability to produce the best solution based on the knowledge
possessed by the people in the company. Human Capital will increase if the
company is able to use the knowledge possessed by its employees. Provide some
basic characteristics that can be measured in this capital, namely training
programs, credential, experience, competence, recruitment, mentoring, learning
programs, individual potential and personality.

b. Structural Capital or Organization Capital

Structural capital is the ability of the organization or company in fulfilling the

company's routine process and its structure that supports the employee's efforts to
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produce optimal intellectual performance and overall business performance, for
example: company's operational system, manufacturing process, organizational
culture, management philosophy and all forms of intellectual property owned
company. An individual can have a high level of intellectuality, but if an
organization has poor systems and procedures then intellectual capital can not
achieve optimal performance and potency that is not maximally utilized.

c. Relational Capital or Customer Capital

This element is an intellectual capital component that gives real value. Rational
capital is a harmonious relationship / association network owned by the company
with its partners, whether coming from reliable suppliers and qualified, derived
from the company's relationship with the government and with the surrounding
community. Relation capital can arise from various parts outside the corporate

environment that can add value to the company.

2.1.5 Intellectual Capital Disclosure

The value of corporate IC is not presented in the company's financial statements
and can not be measured in monetary units. Even there is no standard method to
calculate the IC value of a company. Cafibano et al. (2000) argues that existing
accounting standards can not accommodate a company to recognize its intellectual
property as an asset. Accounting standards restrict the criteria of an enterprise in
recognizing an asset, for example, to be measurable in monetary units, having
certain future economic benefits, controlled or controlled by the enterprise, and
arising from past transactions. Meanwhile, many resources are owned by the
company and play an important role in creating the value of the company, but

because it does not meet the criteria to be recognized as an asset, the company can
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not recognize it as an asset. This condition makes companies with intensive
intellectual capital can not present the resources in the financial statements.
Although it can not be accommodated in the company's financial statements,
previous studies have shown that ICs have an effect on company performance (eg

Chen et al., 2005; Tan et al., 2007; Kamath, 2008).

This research will refer to the disclosure conducted by Li et al (2012) which aims
to examine the influence of Intellectual Capital with its components by separating
IC disclosure into 3 components namely Human Capital, Structural Capital,

Costumer Capital based on 61 items of disclosure.

2.1.6 Value Relevance

A value relevance study is evaluation of the relationship between accounting
information and capital market values (market values). Beaver (2002) indicated
that the theoretical groundwork of value relevance studies adopting a
measurement approach is a combination of valuation theory plus contextual
accounting and financial reporting arguments (accounting theory) that allows the
researcher to predict how accounting variables and other information relating to
market value will behave. Holthausen and Watts,(2001) suggest that value
relevance studies use two different theories of accounting and standard setting to
draw inferences: (i) “direct valuation” theory and (ii) “inputs-to equity-valuation”
theory. Direct valuation theory proposes a link between accounting earnings and
stock market value. In direct valuation theory, accounting earnings is intended to
either measure or be combined with the equity market value changes or levels.

However, Zaleha et al. (2008) point out that the conclusion usefulness paradigm
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proposes that accounting information is useful if utilized by users of financial

statements for, or significantly associated with their decision making (Riahi

Belkaoui, 2000) even though the information might not be stated at their best

current value (Scott, 2000). Within this conception, the main users are those who

make decisions having an impact on firms’ value, specifically decision-making by

capital market participants (Beaver, 2002; Riahi Belkaoui, 2000). In discussing

the concept of relevance with regard to accounting information, Riahi-Belkaoui

(2000) believes that accounting information is relevant if the information can

influence decisions made by decision makers (i.e., its value relevance concept).

2.2  Previous Research
Table 2.1
Previous Research
No. | Researchers Variable Results
and Years
1. | Astriningrum | Intellectual Capital, intellectual capital is
(2017) Cashflow, Value Relevance | influential positive to value
of Accounting Information, | relevance of accounting
information based on IFRS.
While cash flow negatively
affects the relevance of
accounting information
based on IFRS.
2. | Gamerschlag | Human Capital, Content Show that the amount of
(2012) analysis, Value relevance, human capital disclosure is
Voluntary disclosure, increasing over time.
Germany, Annual reports,
Corporate governance
3. | Gasim Intellectual Capital, Human | Intellectual Capital and its
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(2015)

Capital, Structural Capital,
Physich Capital, Moderate

components have value

relevant to market value. The
presence of increased R & D
spending market value. The
interaction of human capital
with structural capital gives

the relevant value relates to
the market value, but
negatively.

Syaipudin et
al. (2010)

Stock price, book value of
equity (BE), net income
(NI, Intellectual Capital
Disclosure Index (ICDI)

ICDI coefficient is positive
and significant indicated that
information about
Intellectual Capital has Value
Relevance.

Ulum (2008)

Intellectual Capital, banking
sector, intangible asset,

2004 and 2006, in general
performance Indonesian
banking companies fall into
the category of good
performers with a VAIC
score of 2.07. While in 2005,
the performance went down
to common performers (with
VAIC score of 1.95).

Chayati
(2015)

Accounting information,
intellectual capital
information, market value

accounting information have
a significant positive effect
against firm value as
measured by stock price.
Additional information from
intellectual capital is
measured by four aspects,
namely Intellectual capital,
customer capital, innovation
capital, and process capital.
Only human capital and
innovation capital have an
explanatory effect more
towards company value. In
addition there is additional
testing to find out the
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components intellectual
capital that affects the value
of the company.

2.3 Framework

This study aims to examine the effect of Intellectual Capital Disclosure Index on
stock price, to examine the effect of net income on stock, to examine the effect of

book value of equity.

Figure 2.1
Research Framework
ICDI Hay
N Ha STOCK PRICE
y
BVE

2.4  Development of Hypotheses

2.4.1 Effect of Intellectual Capital Disclosure Index on Stock Price

Previous research conducted by Amir and Lev (1996), Lev and Zarowin (1999),
Francis and Schipper (1999) proves that the value relevance of accounting and
financial information has decreased. This is due to the increase in corporate
investment in intangible assets that most can not be accommodated by the existing
financial reporting system. Meanwhile Eccles et al. (2001), Eccles and Mavrinac
(1995) in Bukh (2003) suggest that investors 'and analysts' demand for
information indicates a substantial difference between the types of information

available in the firm's financial statements and the type of information demanded
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by the market. Bukh (2003) further states that investors and analysts generally
require more reliable information in the company's annual reports such as quality,
expertise, experience and managerial integrity, customer relations and personal

competence, all of which are factors related to intellectual capital.

Canibano et al. (2000) reviews various studies that assess the value relevance of
various IC components (such as research and development costs, promotional
costs, patents, brand, customer satisfaction, and Intellectual resources) and find
mixed results. While Lev and Sougiannis (1996) and Gu and Lev (2001) tested the
value relevance of the IC specific indicators and found that the disclosure has
value relevance. Vafaei et al. (2011) conducted a study on the value relevance of
IC information of public companies in various countries, namely Britain,
Australia, Hong Kong and Singapore. They found evidence that disclosure of IC
information is positively related to share price (having value relevance) in two

countries in non-traditional industries.

This study attempts to re-examine the various results regarding the value
relevance of information about IC with banking industry industry settings in
Indonesia and use Li, et.al. (2012) approaches in measuring the disclosure

variables of IC information. Hypothesis proposed in this research are:

Haj : Intellectual capital has a positive effect on stock prices.

2.4.2 Effect of Net Income on Stock Price
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Net income is calculated by taking a company's revenues for a given period of
time and subtracting the cost of goods sold. The cost of goods sold includes all the
expenses involved in doing business, such as rent, payroll, equipment, advertising,

and taxes.

If your business is organized as a corporation, then you've got stockholders, and
you can assume those stockholders are paying close attention to your net income.
After all, "net income" is just another way of saying profit, and profit is the
stockholders' return on their investment. Even profit that gets reinvested in the
company still belongs to the stockholders, and that's reflected in the stockholders'

equity figures in the company's financial statements.

Ha, : Net income has a positive effect on stock prices.

2.4.3 Effect of Book of Value Equity on Stock Price

Book value of equity per share (BVPS) is a ratio that divides common equity
value by the number of common stock shares outstanding. The book value of
equity per share is one factor that investors can use to determine whether a stock
price is undervalued. If a business can increase its BVPS, investors may view the

stock as more valuable, and the stock price increases.

Has : Book value of equity has a positive effect on stock prices.



CHAPTER 11
RESEARCH METHODOLOGY

3.1  Population and Research Samples

3.1.1 Population Research

The population in this study is all Banks in Indonesia Banking Exchange in 2012

until 2016, ie 43 company.

3.1.2 Research Sample

The samples used in this study are Banks registered in Indonesian Banking during
the period 2012 to 2016. Sampling method by purposive sampling is used in
sample selection in this study, using some specific criteria that must be met by the

company to be sampled. These criteria include:

1. The Company is a Bank registered in IDX and Banking Indonesia
consistently from 2012 to 2016.
2. Companies that do not publish annual reports in the year in the study period.

3. The stock price in a certain year does not exist.

3.2 Types and Data Sources
This study uses secondary data. Secondary data is a source of research data
obtained by researchers indirectly through intermediary media. Secondary data in

this study is annual report of Indonesian Banking listed on
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Indonesia Stock Exchange (BEI) in 2012-2016. By its nature the data in this study
includes gquantitative data. Quantitative data is data in the form of certain numbers
or magnitudes of a certain nature. Source of data obtained from the website of
Indonesia Stock Exchange (BEI), by downloading through the official website of

Indonesia Stock Exchange (www.idx.co.id).

3.3  Operational Variables
3.3.1 Dependent Variables

The dependent variable of this study is PRICE, the stock price will be calculate

when Annual Report published.

3.3.2 Independent Variables

1. Intellectual Capital Disclosure Index (ICDI)

ICDI measurements will be performed by scoring refers to Li, et. Al (2012).
Based on the disclosure of Li, et. al ICDI is divided into 61 items. The scoring for
IC disclosure in this study adopted the measurement of scorring by making 2
categories of disclosure, ie disclosure given score 1 if expressing Intellectual
Capital, score 0 if not reveal Intellectual Capital. ICDI values are accumulated as

follows:

Scores Existing
ICDI =

maximum score

2. Net Income (NI)

The NI variable used is the profit before tax of the current year. The BVE and NI

variables are divided by number of share outstanding (per share).
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3. Book Value of Equity (BVE)

BVE itself means that to compare the average value of the firm's book value of
equity per share to its stock market value. The BVE variable used is the previous
year's BVE value (t-1). The BVE value is obtained by subtracting the book value
from the total assets minus the book value of total liabilities or debts. Or BVE can
calculate with formula as follows:

total of outstanding stock x closing stock price

BVE = .
total equity

3.4  Method of Collecting Data

Methods of data collection by library study method and documentation. literature
study is by examining literature literature such as books, journals, and other
literature related to research. Documentation done using the archive data of

financial statements contained on the website Indonesia Stock Exchange (IDX).

3.5  Data Analysis Method

Method of data analysis is done by statistical test using linear regression multiple.
The functional relationship between one variable is tied to the independent
variable can be done with multiple linear regression. Before using the model
multiple linear regression in testing the hypothesis, then first done descriptive

statistical analysis and classical assumption testing.



23

3.5.1 Multiple Linear Regression Test

From the results of the research collected then the next statistical techniques used

in data analysis is multiple linear regression model with the following equation.

PRICE = a + B11CDI + B2NI + psBVE + €

Information:

PRICE = Stock Price

a = Constants

ICDI = Intellectual Capital Disclosure Index
NI = profit before bank tax

BVE = book value of equity bank

€ = Error term

3.5.2 Classic Assumption Test

The classical assumption test is used to determine whether the regression analysis
results. The linear multiple used to analyze in this study is liberated from
deviations of classical assumptions which include test of normality,

multicollinearity, autocorrelation and heteroscedasticity.

3.5.2.1 Normality Test

Normality test aims to test whether in a regression model linear dependent
variable and independent variable both have normal distribution or not. A good
regression model is one that has a normal data distribution or close to normal
(Ghozali, 2013). Test statistics that can be used for tested the residual normality is

by non parametric statistical test Kolmogorov-Smirnov (K-S). Assessment criteria
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for normality test with using non-parametric statistical test columnogrov-Smirnov

K-S) is as follows:

a. If significant data calculation results (Sig)> 5%, then the data is distributed
with normal.
b. b. If the significance of the calculated data (Sig) <5%, then the data is not

normally distributed.

3.5.2.2 Multicollinearity Test

The multicollinearity test aims to test whether the regression model is found the
correlation between independent variables (independent). If in the regression
model there is a high or perfect correlation between independent variable signifies
the regression model contains multicollinary symptoms. Good regression model

there should be no correlation between independent variables.

How to detect the presence or absence of multicolininity in the regression model
can be done by looking at the value of tolerance and variance inflation factor
(VIF). Common values are used to indicate the presence of multicollonearity is a

tolerance value <0.10 or equal to VIF value> 10.

3.5.2.3 Heteroscedasticity Test

The heteroscedasticity test aims to test whether in the regression model there is a
variance inequality of the residual of a observation to another observation. If the
variance of the residual one observation to another observation is still called
homoskedasticity and if different it is called heteroscedasticity. A good regression

model is no heteroscedasticity. To detect heteroskedastisitas can see the
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Scatterplot chart. The detection is to see whether there is a particular pattern on
the graph where the X axis is predicted Y and the studentized Y-axis residual. The

basis for decision making is as follows:

a. if there are certain patterns, such as there are dots that form a certain pattern

that is regular (wavy, widened), then heteroscedasticity occurs, and

b. if there is no clear pattern, and the point spreads above and below the number 0

on the Y-axis, no heteroscedasticity occurs.

3.5.2.4 Autocorrelation Test

The autocorrelation test aims to determine whether in a model linear regression
there is a correlation between the intruder in period t with the error in period t-1
(previous) (Ghozali, 2013). Analyzer used is a Durbin-Watson Statistic test with
the Conshrane-Orcutt procedure, which is expressed by (rho). To know whether
or not an autocorrelation occurs done by comparing the value of statistics
calculated Durbin-Watson on regression calculation with Durbin Watson table
statistics in the table. Results Calculation of Durbin-Watson (d) is compared with
the value of d table at o = 0.05. Table d has two values, namely the upper limit
(dU) and the lower limit value (dL) for various values of n and k. The Durbin-

Watson test (d) is done with the following conditions:

d <di: there is a positive autocorrelation in the model

di <d <du: falls in the region of doubt

du <d <4-du: no positive or negative autocorrelation occurs
4-d u <d <4-di: falls in the region of doubt

4-in <d: there is a negative autocorrelation in the model
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3.6 Hypothesis testing

3.6.1 Simultaneous Effect Test (F-test)

The simultaneous influence test aims to show whether all variables independent or
independent included in the model has influence collectively to the dependent or
dependent variable (Ghozali, 2013). Testing is done by using significance level
0,05 (o0 = 5%).

3.6.2 Individual Parameter Significance Test (Statistical Test T)

Test the hypothesis by using the t-test basically to find out how far the influence
of independent variables on the dependent variable partially. The t-statistic test is

usually a hypothesis test:

HO = The independent variable does not affect the dependent variable

Ha = The independent variable affects the dependent variable

Two-way test in significance level o = 5% and df = n - k (n = number observation,

k = number of parameters), then test result will show:

1) Ift arithmetic> t table and level of significance < 0.05, then Ha accepted and
HO is rejected, it means that the independent variable affect the variable
dependent.

2) If t arithmetic <t table and significance level> 0,05, Ha is rejected and HO is
accepted, meaning that the independent variable has no effect on the variable
dependent.

3.6.3 Coefficient of Determination Test (R2)
The coefficient of determination test is performed to measure the level of model

capability in explaining the variation of indepedent variables (Ghozali, 2013).
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Coefficient value determination (R2) ranges from zero and one. The value of R2
is close to zero ability of independent variables in explaining variation of
dependent variable very limited. While the value of R2 approaching one means
variable independent provides almost all the information needed for predict the

variation of the dependent variable (Ghozali, 2013).



CHAPTER V

CONCLUSIONS AND SUGGESTIONS

51 Conclusions

This study aims to find empirical evidence on the analysis of the value of
relevance of intellectual capital disclosure. Which is the consideration of investors
in making decisions that in fact consider IC information in decision making. This
is actually reasonable because the banking sector is one industry that most of its
assets are non physical assets. The main assets of the banking sector companies
are credit or financing provided to customers, where the amount of loans managed
by banks is strongly influenced by various factors related to the IC component.
This study uses a sample of banking companies listed on the Indonesia Stock
Exchange (BEI) in 2012-2016. The authors obtained 43 banking companies that
became 215 registered data during the observation year and only 38 companies

became 148 data that met the specified criteria.

Based on hypothesis test result using regression model, obtained result that

hypothesis supported and unsupported. Then and summed up as follows:

1. The result of the statistical test t which shows that the independent variable

Intellectual Capital Disclosure Index (ICDI) has not effect on PRICE. It is
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proved by the probality significance value (sig. T) for the independent

variable is 0,293. However, if the result is divided into 3 components will

be seen the difference between one component with other components of
his. as follows:

a. There is a positive effect between Intellectual Capital and PRICE.
With the significance value (0,023<0,05). This is because Intellectual
Capital information is considered very important not only include
things such as character, attitudes, and self-motivation, but intellectual
capital also becomes information related to intangible assets.

b. There is no positive effect between Structural Capital and PRICE.
With the significance value (0,428<0,05). Can be concluded that it
turns out structural capital does not give effect in value relevance.

c. There is no positive effect between Customer Capital and PRICE.
With the significance value (0,442<0,05). It can be concluded that
after adding customer capital information, do not give effect in
decision making for investor.

. There is a positive effect between Net Income and PRICE. With the

significance value (0,023<0,05). It can be said that Net Income became

one of the considerations of investors in the banking sector in taking

investment decisions.
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3. There is a positive effect between Book of Value Equity and PRICE. With

the significance value (0,000<0,05). The evidence proves that the Book of

Value Equity in the banking company in Indonesia has value relevance.

Limitations of Research

Limitations in research include, namely:

1. This research is only done on the banking sector that has been recognized

by some research has an intensive Intellectual Capital Disclosure Index
(ICDI). This study does not examine the other companies' sectors whether
they have IC intensive or not. Subsequent research is suggested to test the
value relevance of corporate IC information in the sector of IC intensive as
well as on sector which IC is not intensive, so the result will be more
comprehensive.

This research uses only one approach in measuring disclosure variables IC
information. Subsequent research is suggested to incorporate or compile
the various approaches that exist in measuring the disclosure variables of
IC information and separating mandatory disclosure with voluntary

disclosure.
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5.3  Suggestions
In future research there are several things to note, including:

1. This research can be developed by extending the previous research model.

2. Using methods and test equipment more complete and accurate to obtain a
more valid conclusion.

3. Extend the research by extending the study period by adding years of

research, as well as multiplying samples for future research.
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