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ABSTRACT: This paper describes empirical evidence investigated the effect of 
ownership concentration and firm’s size on the accounting information value 
relevance. Ownership concentration (OC) is measured by Herfindahl index; the 
firm's size is measured by a log of total assets, whereas value relevance is 
measured by the Ohlson’ Price Model. Using a sample of 119 manufacturing firms 
listed in Indonesian Stock Exchange (IDX) for the year of 2011-2015, this research 
finds that ownership concentration positively affects both the value relevance of 
earnings per share and book value per share. Moreover, the firm's size negatively 
affects the value relevance of earnings per share and book value per share. This 
study contributes to the existing literature about value relevance of ownership 
concentration and value relevance of firm's size, especially in the post- IFRS 
adoption period. 
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Introduction 
 
This paper describes the result of empirical research which investigates 
the impact of ownership concentration and firm size on accounting 
information value relevance of two accounting variables, given by 
manufacturing firms listed in Indonesia Stock Exchange (IDX) for the year 
of 2011 to 2015. This research motivated by the fact that the information 
content of accounting numbers in ascertaining security prices/returns is 
one of the most fundamental issues in finance and accounting. Although 
many studies about information content and value relevance of 
accounting information had been done, the introduction of some concepts 
in recent years, including corporate governance and the newest accepted 
accounting standard which is International Financial Accounting Standard 
(IFRS), affect the accounting information quality (Krismiaji, Aryani, & 
Suhardjanto, 2016). The implementation of IFRS, as one of the high-quality 
accounting standards, leads to the cross-country investment (Krismiaji, 
2013). 
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Furthermore, the changes in the structure of share ownership because more foreign 
investors purchase shares from domestic stockholders. The easier of investors from the 
whole parts of the world invest in other countries, the growth of capitalization and thus 
the size of the firm would be faster. Therefore, it opens a new opportunity to 
investigate further in the issue of accounting value relevance, especially in connection to 
ownership concentration, which is one of the corporate governance components, and 
firm size.  
 
The first study investigated information content is performed by Ball and Brown (1968) 
who report that unexpected earnings are significantly related to abnormal stock returns. 
Since, then many researchers have examined the information content of accounting 
information in various markets (e.g., Pathirawasam, 2010; Chen & Huang, 2014). Such 
research generally had overlooked mainly to the notion that ownership may be related 
to the value-relevance of accounting information, despite the fact of the agency theory, 
ownership structure may affect the quality of accounting information (Jensen & 
Meckling, 1976). This study also opens a new opportunity to investigate further in the 
accounting information value relevance which includes firm ownership variable, since 
the relationship of firm’s ownership to the value-relevance of accounting information is 
a limited (if any) empirical issue. Therefore, the association between ownership 
concentration as a mechanism to influence managers, and value relevance of 
accounting information is needed to investigate more deeply.
 
 
Value relevance is a field of research that investigates how various factors interact with 
company value or financial measures (Nilsson & Strand, 2015). We argue that 
accounting information of large firms is of higher quality than that of small firms. 
Therefore, the value relevance of accounting information of large firms may higher than 
that of small firms. Previous reports mixed results. Yokoyama, Baioco, Sobrinho, and 
Neto (2015) report that large size companies present a more value relevant information 
than the smaller size companies, whereas Nilsson and Strand (2015) and Jalalian, 
Barzegari, and Mohammadi (2016) find that firm's size does not affect the value 
relevance of information. Additionally, Bae and Jeong (2007) find that the 
value‐relevance of earnings and book value is significantly smaller for firms affiliated 
with business groups, whereas Brimble and Hodgson (2007) find that the value 
relevance of core accounting earnings has declined for small stocks.  
 
This research aims to complement previous literature about value relevance by 
conducting research which investigates the effect of concentrated ownership and the 
firm's size on the value relevance of accounting information in an emerging market 
which is Indonesia. Therefore, we formulate our research question as follow: do 
concentrated ownership and the firm's size affect the value relevance of accounting 
information produced by Indonesian manufacturing publicly-held firms?   
 
 
The contribution of this is fourfold. First, it provides the conceptual foundations for how 
concentrated ownership impacts the value-relevance of accounting information, and 
ultimately how concentrated ownership impacts financial value.  Second, the empirical 
work in this paper adds to the vast body of knowledge within value-relevance research 
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and concentrated ownership research. Third, this study provides new evidence about 
the value relevance of accounting information by involving an element of corporate 
governance which is concentrated on the ownership. Fourth, this research also presents 
an additional result of analyzing the firm's size in association with the value relevance of 
accounting information.   
 
 

Literature Review and Hypotheses Development 
 
This research based on the agency theory which predicts and explains the behavior of 
related parties in principal-agent relationships (Jensen & Meckling, 1976).  In this 
relationship, both principal and agent are assumed to be self-interested and act for their 
interests. Therefore, when principal delegates the authority to the agent, the agent 
tends to pursue personal agendas such as empire building and wasting of the 
substantial resources for personal benefits rather than fulfilling the principal interest 
(Barnea, Haugen, & Senbet, 1985). Accordingly, principal-agent relationships create a 
potential conflict between the principal and the agent. 
 
The agency problem occurred when a company listed on the stock exchange and there 
are some shareholder groups. The groups have an incentive and ability to control and 
monitor both decisions and actions of the agent (management). The agency problems 
increase when the company's growth is low, but it has high free cash flows. It proposes 
that concentrated ownership may impact the value-relevance. While it suggests that the 
traditional owner-manager agency conflict, the first type of agency problem, is 
mitigated in publically listed concentrated-owned firms, there are also potential 
downsides of family ownership (Anderson, Mansi, & Reeb, 2003; Demsetz & Lehn, 1985; 
Villalonga & Amit, 2006). The concentration of ownership and management in these 
firms may lead to Type II agency problems. 
 
Furthermore, concentrated ownership is related to the level of unidentifiable intangible 
assets in firms, as the owners place a different importance weight upon non-financial 
goals and consequently increasing social capital and human capital (Hasso & Duncan, 
2013; Miller, Le Breton-Miller, Scholnick, & Montreal, 2008; Sirmon & Hitt, 2003). In 
summary, it suggests that concentrated ownership is related to the value-relevance of 
accounting information through its relationship to the qualitative characteristics of 
accounting information (Hasso, 2013). These qualitative characteristics are accounting 
information quality (faithful representation) and unidentifiable intangible assets 
(relevance).  
 
Value relevance is the ability of the accounting numbers disclose in the financial 
statement to explain the market price of shares (Tariverdi, Sedighikamal, & Naderi, 
2016). Some scholars Harris and Ohlson (1990), Francis and Schipper (1999), have given 
their interpretation of the term value relevance. The variable is value relevant if it 
enables the prediction of the stock price by capturing the intrinsic value of the stock 
(Harris & Ohlson, 1990). Value relevance research investigates the association between 
a security price as a dependent variable and a set of independent accounting variables 
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(Beaver, 2002). Holthausen and Watts (2001) reviewed the value relevance of 
information and its effects on the standard setting. Based on accounting theories, the 
value relevance of accounting variables and equity valuation has limited implications for 
the standard setters. Healy and Palepu (2001) investigated optional information 
disclosure by managers. They also showed that earnings, book values, and other 
required information have informational content. The theoretical foundation of value-
relevance studies is a combination of a valuation theory plus contextual accounting 
arguments that allow researchers to predict how accounting variables relate to the 
market value of equity (Beaver, 2002). 

 
Value Relevance and Concentrated Ownership 
  
Ownership concentration has a significant impact on the demand and supply of 
corporate disclosure (Zhang, 2012). Two arguments relating to the effects of ownership 
are a concentration entrenchment effect and an alignment effect. The entrenchment 
effect refers to the argument that controlling shareholders determine how profits 
distributed among shareholders, and the interests of minority shareholders may 
expropriate by the controlling shareholders (Fama & Jensen, 1983; Shleifer & Vishny, 
1997). In contrast, the alignment effect based on the argument that the controlling of 
shareholders are willing to build a reputation for not expropriating minority 
shareholders (Gomes, 2000). The effect of ownership concentration on corporate 
disclosure is the combination of entrenchment and alignment effects. This may cause 
the non-linear relationship between ownership concentration and the level and quality 
of corporate disclosure.  The traditional agency problem deals with the conflict between 
management and shareholders. However, Gomes (2000) argues that in the legal system 
that does not protect minority shareholders, agency problem may also arise between 
controlling shareholders and minority shareholders. As a result, at different levels of 
ownership concentration, the conflicts of interest may shift from those between 
management and shareholders to those between the majority shareholders and 
minority shareholders. At the low level of ownership concentration, both the 
entrenchment effect and an alignment effect are weak. External shareowners, in this 
situation, do not influence corporate disclosure decision makings and therefore the 
company has no pressure to disclose additional information. As the ownership 
concentration level increases, primarily when a company's shares owned by a few 
controlling shareholders as well as a large number of minority shareholders, the level 
and the quality of corporate disclosure improves as a result of the increased power of 
external shareholders and alignment effect. 
 
Agency theory explains the relationship between owners and managers. One of the 
accepted assumptions is that owners desire to maximize wealth and at the same time 
managers may have other interests such as high compensation, low effort levels, 
expense preference, empire buildings, and so on. Thomsen and Pedersen (2000) report 
that top managers are assumed to have a personal interest in diversification at the 
corporate level because of risk aversion, expense preference, and empire building. 
Concentrated ownership might counteract corporate diversification and increase 
shareholder value. Therefore, ownership concentration is one of the pre-requisites to 
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influence managers’ activities. Meanwhile, Zeckhauser and Pound (1990) find that the 
price-to-earnings ratio and ownership concentration has a positive relationship. 
Additionally, Thomsen and Pedersen (2000) find that after controlling for other 
variables, ownership concentration has a positive relationship with the market-to-book 
value of equity and return on asset. Additionally, Leng (2004) finds that the proportion 
of shares held by institutional investors significantly influenced on return on equity in 
Malaysian listed companies. Finally, Bae and Jeong (2007) examine the quality of 
earnings and book value provided by firms with ownership concentrated and they find 
that ownership concentrated firms tend to provide less value-relevant earnings and 
book value. Based on the review of previous research, this research hypothesizes that 
concentrated ownership affects the information disclosed by a firm. Therefore, the 
hypothesis can be stated as follow: 
 
H1: Concentrated ownership positively affects the value relevance of accounting 
information.   
 
Value Relevance and The Firm's Size 
  
Prior studies indicate that the firm size is a critical factor which determines the value 
relevance of accounting information (Bae & Jeong, 2007; Brimble & Hodgson, 2007). 
Brimble and Hodgson (2007) point out that the value relevance of large firms is higher 
than that of small firms. They examine the value relevance of earnings and book value 
information in Australian Stock Exchange from 1974 to 2001, and they find the low-
value relevance of earnings, book value and combine variables. Further, they report that 
explanatory power for small firms is much higher when compared to large firms. 
Hodgson and Clarke (2000) examine the value relevance of earnings and cash flows for 
companies listed in Australian Stock Exchange, and they find that explanatory power 
and earnings response coefficients are more pronounced for large firms than small 
firms.  Further, Bae and Jeong (2007) find that the value relevance of accounting 
information to the stock price is significantly smaller for Chaebol- affiliated firms and 
below average for the whole sample. They also find that the larger of the firm has a 
higher power in explanatory. 
 
Chen and Zhang (2007) examine the cross-sectional relationship between firm 
accounting variables and stock returns. They find that all identified factors are highly 
significant and there is no visible indication of an increasing or decreasing trend for the 
adjusted R2 as size increase. Yokoyama, Baioco, Sobrinho, and Neto (2015) report that 
large size companies present a more value relevant information than the smaller size 
companies, whereas Nilsson and Strand (2015) and Jalalian,  Barzegari, and Mohammadi 
(2016) find that firm's size does not affect the value relevance of information. Based on 
the review of previous research, this research hypothesizes that the firm’s size affects 
the information disclosed by a firm. Therefore, the hypothesis is stated as follow: 
 
H2: Firm size positively affects the value relevance of accounting information. 
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Research Method 
 
Sample Selection 
 
The sample used in this research is firms listed on the Indonesian Stock Exchange (IDX). 
The sample was selected using the purposive sampling technique. The first requirement 
is that it is a public company listed at the IDX from 2011 to 2015. The second is that 
these firms have publicly available information. The third requirement is that the firms 
are manufacturing company. The data came from three sources, the Indonesian Capital 
Market Directory (ICMD), www.idx.co.id, and the company's website. The unit analysis 
used is firm-year. 
 
Variable Definition and Measurement  
 
Value Relevance  
 
There are two models commonly used to assess value relevance, the price model, and 
the returns model. The price model is used to test the relationship between stock price 
and book value (Ohlson, 1995). This model offers a model which connects market value 
with earnings and book value. In this model, current earnings serve as a proxy for 
abnormal earnings, while book value is a proxy for the present value of expected future 
normal earnings. Ohlson's model expresses a firm's market value (stock price) as a linear 
function of earnings, book values, and other value-relevant information. The model has 
many requirements and provides a useful benchmark for conceptualizing how market 
value relates to accounting data and other price-relevant information. The statistical 
association between stock price and earnings and book value used as the main metric 
for measuring relevance value of accounting number. If accounting variables have value 
relevance for investors, then there will be an association between stock price and 
earnings and book value. Additionally, earnings and book value coefficient will 
statistically be significant. This association measured by the explanatory power (R²) of 
the regression model. The model is specified as follows: 
 

Pit = αit + β1EPSit + β2BVSit + εit 
 
where: 
Pit  = stock price firm i at time t, three months after the fiscal year-end at time t 
EPSit = earnings per share of firm i at time t 
BVSit = the book value per share of firm i at time t 
εit = error term 
 
Concentrated Ownership (OWN) 
 
The Herfindahl index of large shareholders measures concentrated ownership for five 
years. The Indonesian Companies Act of 1995 requires firms to disclose directors’ report 
and ownership data in their annual reports. Hence, ownership data are readily available 
from the sections on the analysis of shareholdings and director’s reports of firms’ 

http://www.idx.co.id/
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annual reports. The value of the H is the sum of the squares of the ownership of the 
shares of each kind of ownership, and the value is between 0 and 1. It calculated as 
follows: 

 

 
Where i refers to an individual firm and n refers to the number of firms. The higher the 
index, the more concentrated the ownership. Higher ownership concentration leads to 
the decrease of information disclosure and the increase of agency problem  (Leuz, 
Nanda, & Wysocki, 2003). 
 
Firm’s Size (SIZE) 
 
Log natural assets measure Firm's size as an independent variable. Firm size is a well-
established determinant for the firm's value and affects many aspects of a firm's 
operation. Ronen and Yaari (2002) and Zhou and Lobo (2006) note that large firms may 
have more opportunities to overstate earnings because of the complexity of their 
operations and the difficulty for interested parties to detect overstatement.    
 
Control Variables 
 
The control variables that we select are standard for the literature that examines the 
link between concentrated ownership and the firm's size with value relevance of 
accounting information. Previous research found that value relevance of earnings and 
book value might also be affected by several factors including earnings sign (Collins, 
Maydew, & Weiss, 1997; Barth,  Beaver, & Landsman 1998; Collins, Pincus, & Xie, 1999), 
profitability (Krismiaji & Hermala, 2018), and leverage (Alfraih, Alanezi, & Alanzi, 2015). 
Therefore, we include earnings sign (Loss), profitability (ROA) and leverage (LEV) as 
control variables in assessing the association between concentration ownership and 
firm’s size with value relevance. Lev or leverage is a control variable used to control 
variations of a firm's capital structure. Larcker and Richardson (2004) argue that the 
presence of debt-holders offers additional monitoring benefit via external capital 
providers who have an incentive and the ability to monitor firm activities to protect 
investments. Therefore we use leverage to capture the effect of the debt ratio. This 
variable is measured by dividing total liabilities with total assets. The low leverage 
indicates that a company has a low cost of capital (Kim & Shi, 2012; Li, 2010) because of 
the higher the leverage, the higher of the return required by investors. Company’s 
profitability is proxy by return on assets (ROA). ROA is measured and calculated by 
dividing net profit before taxes with total assets. Earnings sign (LOSS) is the last control 
variable. Previous research found that value relevance of earnings and book value might 
be affected by several factors, including earnings sign (Collins, Maydew, & Weiss, 1997; 
Barth, Beaver, & Landsman 1998; Collins, Pincus, & Xie, 1999).  The loss is a dummy 
variable that equals one if the firm achieves negative earnings and 0 otherwise. 
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Model Specification 
 
To test the hypotheses, model (1) is extended by involving variables of concentrated 
ownership, firm’s size, and control variables, and thus the models are as follows: 
 

Pit =  α + β1EPSit + β2BVSit + β3OWNit + β4EPSit*OWNit +  
 β5BVSit*OWNit + β6LOSSit*EPSit + β7LEVit + β8ROAit + εit  
 (2a) 
Pit =  α + β1EPSit + β2BVSit + β3SIZEit + β4EPS*SIZEit +  
 β5BVS*SIZEit+ β6LOSSit*EPSit + β7LEVit + β8ROAit + εit  

 (2b) 
Pit =  α + β1EPSit + β2BVSit + β3OWNit + β4SIZEit + β5EPSit*OWNit +  
 Β6BVSit*OWNit+ β7EPS*SIZEit + β8BVS*SIZEit +  
 Β9LOSSit*EPSit + β10LEVit + β11ROAit + εit    
 (2c) 
 
Where: 
Pit =  stock price per share for firm i at time t, three months after 

the fiscal year-end of time t 
EPSit =  earnings per share of firm i at time t 
BVSit =  the book value per share of firm i at time t 
OWNit  =  concentrated ownership of firm i at time t 
SIZEit  = firm’s size of firm i at time t 
LOSSit  = dummy variable that equals 1 if the firm achieves negative 

earnings and 0 otherwise 
LEVit  =  total liabilities divided by total assets of firm i at time t 
εit  =  error term 

 
Hypotheses 1 (H1) is accepted or confirmed by empirical data if the estimated 
coefficient for β4EPSit*OWNit and β5BVSit*OWNit in equation (2a) is positive and 
significant, whereas hypothesis 2 (H2) is accepted or confirmed by empirical data if the 
estimated coefficient for β4EPSit*SIZEit and β5BVSit*SIZEit in equation (2b) is positive and 
significant. 
 
 

Result and Discussion 
 
Based on the sampling process described, this study used 119 firms in the period 
between 2011 and 2015 as the data sample. The total observations consist of 595 firm-
years.   

 
Univariate analysis 
 
Table 1 presents descriptive statistics for the sample data. The result shows that all 
variables used in this research have logic variation. Table 1 reports that mean (Std. Dev.) 
of stock price per share from 2011 to 2015 is 4023.89 (10109.76). Earnings per share 
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(EPS) has mean value (Std. Dev.) value of 575.50 (3389.82), and book value per share 
(BVS) has mean value (Std. Dev.) value of 2423.34 (5984.64). This table shows that OC 
and SIZE have the mean value of 0.54 and 6.21 respectively with a standard deviation of 
0.16 and 0.74. 

 
Table 1 Descriptive Statistic 

 Minimum Maximum Mean Std. Deviation 

Pit 0.00 98400.00 4023.89 10109.76 

EPS -7061.00 55576.08 575.50 3389.82 

BVS -12182.44 53057.63 2423.34 5984.64 

OC 0.26 0.98 0.54 0.16 

SIZE 1.70 8.39 6.21 0.74 

EPSOC -5700.54 40389.01 350.99 2342.98 

BVSOC -11777.63 34061.39 1356.16 3665.86 

EPSZ -38799.32 347402.95 3637.16 21003.38 

BVSZ -74552.75 319212.32 15175.96 37095.63 

LEPS -17350.39 727.96 -90.42 901.81 

ROA -0.76 3.21 0.06 0.19 

LEV 0.00 248584.02 697.09 11710.91 

 
Bivariate Analysis 
 
To test the research hypotheses, we use ordinary least square (OLS) regression. All 
classical assumptions test for these techniques have been done. The result proves that 
the residual data is normally distributed, no multicollinearity, no autocorrelation, and no 
heteroscedasticity in the data. Additionally, we also perform bivariate analysis in the 
form of the Pearson correlation. The result presented in Table 2.   
 

Table 2 Pearson Correlation 
  P  EPS  BVS  OC  SIZE  EPSOC BVSOC EPSZ BVSZ LEPS ROA 

EPS  .719**                     
BVS  .021 .148**                   
OC  .099* .089* -.019                 
SIZE  .030 .000 -.246** .104*               
EPSOC .655** .977** .099* .114** .011             
BVSO
C 

.032 .164** 1.000** -.012 -.243** .117**           

EPSZ .721** .995** .062 .096* .034 .979** .079         
BVSZ .092* .237** .990** -.010 -.219** .179** .992** .153**       
LEPS .000 .251** .008 -.106** .039 .271** .012 .243** .018     
ROA .225** .220** -.004 .028 .124** .203** .000 .223** .019 .022   
LEV -.009 -.020 -.004 -.070 -.002 -.013 -.004 -.020 -.009 -.038 .711** 

**, * show that correlation is significant at the 0.01 level and 0.05 level respectively (2-tailed). 

 

Specifically, Table 2 presents the multicollinearity test result and proves that the 

correlation between the independent variable is small (below 0.70). It means that there 

is no multicollinearity. Table 2 also shows that all independent variables correlate in the 

similar direction as stated in each hypothesis. Although only three of four variables 
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which have a significant correlation, namely EPSOC, EPSZ, and BVSZ, these are the initial 

indication for proving the hypotheses. Therefore, this result will be tested further in the 

multivariate analysis. 

 
Multivariate Analysis 
 
Table 3 presents the result of multiple regression analysis for Model 2a, Model 2b, and 
Model 2c. The result explains that the value of adjusted R2 and F indicate that all models 
are significant. Yet, there are distinctions in the explanatory power as is shown by the 
value of adjusted R2. The adjusted R2 is 0.086; 0.032; and 0.076 for Model 2a, 2b, and 2c 
respectively.   
 
 

Table 3 Regression Analysis 
  

Variable 
  

  Model 2a   Model 2b   Model 2c 

 Coefficient  Coefficient  Coefficient 

  (t-statistic)   (t-statistic)   (t-statistic) 

Intercept  2.011 ***  2.012 ***  2.011 *** 

   (2.556)    (9.736)   (2.197)  

EPS  0.001   -0.002 *  -0.001  

  (-1.538)   (-1.942)   (-1.066)  

BVS  -0.000 **  -0.079   0.000  

  (-2.989)   (-0.204)   (1.281)  

OC  0.026 **     -0.004  

  (-2.194)      (-0,251)  

SIZE     0.107   -0.138  

     (0.295)   (-1.127)  

EPSOC  0.145 ***     0.187 ** 

  (2.607)      (2.153)  

BVSOC  0.000 **     0.000 ** 

  (2.341)      (2.479)  

EPSZ     -0.005 ***  -0.005 * 

     (-4.248)   (-1.638)  

BVSZ     0.001   -0.008 ** 

     (0.161)   (-2.090)  

LEPS  0.016 **  0.001 ***  0.001 ** 

  (2.233)   (4.656)   (2.118)  

ROA  -0.005   0.002   -0.004  

  (-0.052)   (0.289)   (-0.402)  

LEV  -0,289 **  -0.091   -0.291 ** 

  (-2,057)   (-0.296)   (-1.926)  

Adj. R2  0.086   0.032   0.076  

F-statistics  8.012 ***  3.056 ***  5.432 *** 

***, **, * show that coeficient is significant at 0.01, 0.05, and 0.1 respectively  
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To test whether concentration ownership increases the value relevance of financial 
accounting information (hypothesis 1), the model used is model 2a with the variable of 
interest are the interaction between EPS and OC (EPSOC) and BVS and OC (BVSOC). The 
result shows that coefficient of EPSOC is positive (0.145) and significant at the level of 
1%, whereas the coefficient of BVSOC is positive (0.000) and significant at the level of 
5%. This result indicates that concentration ownership strengthens the value relevance 
of earnings. Therefore, hypothesis 1a which stated that concentrated ownership 
positively affects the value relevance of reported both earnings and book value is 
supported and confirmed by empirical data. This result confirms some previous research 
performed by Zhang (2012) which stated that based on the alignment effect, controlling 
shareholders are willing to build a reputation for not expropriating minority 
shareholders. Therefore, they motivate management to disclose a high quality of 
accounting information which contains the value relevance. Moreover, this result is also 
consistent to the findings of Zeckhauser and Pound (1990) which report that price-to-
earnings ratio and ownership concentration has a positive relationship and also research 
performed by Thomsen and Pedersen (2000) who find that after controlling for other 
variables, ownership concentration has a positive relationship with market-to-book 
value of equity and return on asset. This result also confirms Bae and Jeong (2007) who 
report that ownership concentrated firms tend to provide less value-relevant earnings 
and book value. 
 
To test whether firm size increases the value relevance of financial accounting 
information (hypothesis 2), the model used is model 2b with the variable of interest are 
the interaction between EPS and Size (EPSZ) and BVS and Size (BVSZ). The result shows 
that the coefficient of EPSZ is negative (-0.005) and significant at the level of 1%, 
whereas the coefficient of BVSOC is negative (0.001) and insignificant. This result 
indicates that firm size decreases the value relevance of earnings, whereas the value 
relevance of book value is not affected by firm size. Therefore hypothesis 2 which stated 
that firm size positively affects the value relevance of reported both earnings and book 
value is not supported and confirmed by empirical data. This result does not confirm 
prior studies performed by Bae & Jeong (2007); Brimble and Hodgson (2007) who report 
that the firm size is a key factor which determines the value relevance of accounting 
information and Yokoyama, Baioco, Sobrinho, and Neto (2015) who report that large 
size companies present a more value relevant information than the smaller size 
companies. Yet, this result confirms and consistent to the result reported by Nilsson and 
Strand (2015) and Jalalian, Berzegari, and Mohammadi (2016) who find that firm’s size 
has no effect on the value relevance of information. We suspected that the different 
results are the functions of several factors, such as the number of observations including 
industries which are used in the research.  

 
Robustness Test. 
 
To test whether the regression result from Model 2a and Model 2b are robust, we use 
Model 2c. The result shows in Table 3. The result of Model 2a which tests hypotheses 1 
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is consistent with that of Model 2c. Additionally, the result of Model 2b which tests 
hypotheses 2 is consistent for the value relevance of reported earnings but is not 
consistent with the book value. It means that concentration ownership positively affects 
both earnings per share and book value per share. Therefore both the result of Model 
2a and Model 2c informs that hypothesis 1 confirmed by empirical data. Model 2 
reports that firm size negatively affects both reported earnings per share and book 
value per share. The result of Model 2b and Model 2c indicate that firm size does not 
positively affect the value relevance of both earnings per share and book value per 
share. Therefore hypothesis 2 which stated that firm size positively affects the value 
relevance of accounting information is not supported by empirical observation. It can be 
concluded that the result is robust. 

 
 

Conclusion 
 

This research investigates the effect of concentration ownership and firm size on the 
value relevance of accounting information. The result shows that hypothesis 1 which 
stated that concentration ownership positively affects the value relevance of accounting 
information is received and supported by empirical data, whereas hypothesis 2 which 
stated that firm size positively affects the value relevance of accounting information is 
rejected and itis not supported by empirical data.   
 
This research has two limitations so that it opens an opportunity for further research in 
the future. First, this research uses five years of data. If this period is related to 
concentrated ownership and firm size tend to be unchanged for five years. Therefore, 
future research can be performed by involving other dynamic variables which 
theoretically affect the value relevance of accounting information. Second, this research 
uses manufacturing companies as the only observation data. This study leads to the 
result could not be broadly generalized. Therefore, future research needs to be 
performed by involving other industries which may produce different result as the 
consequence of different industry characteristics. 
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