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ABSTRACT

This study aims to examine effect of management accounting information on firm value. It observes

and analyzes data of firms in SET100 index of the Stock Exchange of Thailand for the accounting information
of the year 2016. It observes Tobin’s Q which is a proxy of firm value before and after publishing of
management accounting information through 56-1 report. Results show that management accounting
information positively affects firm value, while results do not show relation between quantity of the information
and firm value. Results of this study support that a firm should publish its management accounting information

on time in order to signal capital market of its value so that it can efficiently reflect its value.
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1. Introduction

Various accounting studies have demonstrated
capital markets responsiveness against accounting
information since that empirical research has a
significant effect on accounting research in the
1960s (Dyckman & Zeff, 2015). Those studies
are usually interested in insight into the capital
markets response to accounting measurements and
disclosures which usually are financial accounting
information (Barth et al., 2001). For example, Lam
et al. (2013) study the changes in value of financial
accounting information among firms. Zhang (2016)
examines effect of free cash flow on firm values
through consequence of investment in mergers
and acquisitions. The main accounting information
studies emphasized in financial aspect because
the main purpose of financial reports that is to
enhance investors make decisions (Omokhudu &
lbadin, 2015).

The extant researches then do not completely
explore the effect of accounting information because
they emphasize only on financial accounting
information. Generally, accounting information
comprises financial and managerial parts. The
accounting information affecting capital market
or firm value does not merely show in financial
figures and information in financial reporting, it
appears everywhere in management disclosure
which is a product of management accounting.
In a part of management accounting, it supports
and enhances an organization to be successful
in its objectives via various techniques (Teerachai

& Supasith, 2017). Apart from its supportive
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techniques, management accounting information
may provide wider and deeper information for
stakeholders including capital market to better
understand and evaluate firm performance as a
result of information symmetry between inside
and outside stakeholders. Therefore, management
accounting information would have an effect on
firm value which is reflected through market
response.

Because of lack effect evidence of
management accounting information on firm value
reflected via capital market, this study gives rise
to a research question that “does management
accounting information affect firm value?” which is
worthwhile to be found out evidence in order to
support and reflect firm value through disclosure
of management accounting information.

The following section comprises literature
review which discusses about accounting
information and firm value as well as hypothesis
development. Research method section, then,
demonstrate methodology of this study including
data collection, variable measurement, and model
specification. Finally, this article presents findings

and discussion which are followed by conclusion.

2. Literature review and hypothesis development
2.1 Accounting information and firm Value

The seminal work of a study of accounting
information and firm value is from Ball and Brown
(1968). They study a relationship between earnings
and stock return. Results from their study give rise

to enormous accounting and finance researches



Does Management Accounting Information Affect Firm Value? Evidence from the Stock Exchange of Thailand

to study about the accounting information and
response of capital market. Those studies are
usually interested in insight into the capital
markets response to accounting measurements
and disclosures which usually are financial
accounting information (Barth et al., 2001). The
financial accounting information is crucial and
more literature explores that financial accounting
information relates to value (Ball & Brown, 1968;
Barth et al., 2001; Beaver, 1968).

The extant researches, however, do not
completely explore the effect of accounting
information on firm value because they emphasize
only on financial accounting information.
Accounting information generally comprises
financial and managerial parts. Arunruangsirilert
(2016) reports that financial accounting information
mainly provides information for external users,
while management accounting information directly
serves for management within an organization.
Management accounting information, however,
also provides value information for external users
through its supporting role in a management
process (Atkinson et al., 2001; Siti Zaleha Abdul
et al,, 2011) so that it can affect firm value as well.
Therefore, the accounting information affecting
capital market or firm value may not merely show
in financial figures and information in financial
reporting, it appears everywhere in management
disclosure which is a product of management

accounting.

2.2 Management accounting information and firm

Value

Management accounting has been evolved
from cost accounting since the 1940s because
the cost accounting framework failed to account
for decision analytic framework which had been
popular in the 1950s (Shank & Govindarajan, 1989).
Following IFAC (1998) framework, management
accounting has been developed from cost control
to value approach from 1950 to 1995 (Adbdel-
Kader, 2006).

Effective management accounting
information is one of the important factors for
an organization pursuing its goal (Ditkaew, 2013).
Strategic information which normally comes
from management accounting information can
enhance better management decisions (Gupta
& Lehmann, 1987) so as to increase their
organization value. For example, management
can use management accounting information to
increase their performance and maintain their
organization’s competitive advantage in the
uncertain environment (Baines & Langfield-Smith,
2003).

An organization can signal good management
condition to capital market via management
accounting information such as risk management,
business analysis, and other information so
that the market can positively recognize this
information. Capital market can gain benefit
from additional information apart from financial
accounting information such as disclosure of

strategic management information which is a
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product of management accounting. Management
accounting plays an important role as a strategic
information provider because it does not merely
provide information to support management
decision making and control, it generates crucial
information related to strategic management as
well.

There is prominently literature supporting
positive relation between management accounting
usages and firm performance. For example, Mia
and Clarke (1999) report that firms have to use
various strategic management tools—by the
support of management accounting information
and techniques—including product diversification,
supply chain management, and benchmarking for
sustainability in their competitive advantage and
performance. Cadez and Guilding (2008) study
an integrated contingency model of strategic
management accounting and evidence that
strategic management accounting usage has a
positive effect on firm performance. Mahama
(2006) proves that high performance is a result

from high cooperation and socialization which

( 0
Disclosure of management

accounting information

The extent of management

accounting information
& )

derive from management accounting measurement
system (performance measurement system:
PMS) as well as Mia and Chenhall (1994) and
Mia and Clarke (1999) show that organizations
have high performance by applying more board
management accounting system (MAS). Literature
also shows direct evidence of the positive effect
of management accounting information on frim
performance (Gul & Chia, 1994; Hoque & James,
2000; Ittner et al., 2003).

As from literature, the relation between
management accounting information and firm value
shows in a positive way. This study, therefore,
raises hypotheses about the effect of management
accounting information on firm value as follows
and the concept framework of this study appears
in fisure 1.

H1: The disclosure of management accounting
information positively affects firm value.

H2: The more extensive management
accounting information publishes, the more value

a firm gets.

H1+

Figure 1 Conceptual framework of the study
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This study emphasizes the effect of
management accounting information on firm value
or performance, but some factors can affect firm
value. Firm size, firm age, profit, and corporate
governance represent as control variables for this
study. Literature shows both negative and positive
effects of firm size on firm performance. Black
et al. (2006) found that bigger firm size has a
negative effect on business growth, while some
literatures show a positive effect. Firm size can
positively affect firm value as show in the study
of Guilding (1999), Libby and Waterhouse (1996),
and Merchant (1981) that the use of management
accounting which is rather complex accounting
technique can support an organization to have
higher performance. Relationship between firm

age and firm performance is not consensus in

literature. On the one hand, Coad et al. (2013)
demonstrate that firms improve with age because
older firms have steadily increasing levels of
productivity, higher profits, larger size, lower
debt ratios, and higher equity ratios. On the other
hand, they demonstrate that firm performance
deteriorates with age because of lower expected
growth rates of sales, profits, and productivity.
Beside, profit ratio definitely has a positive effect
on firm value (Sucuahi & Cambarihan, 2016) as well
as good corporate governance can enhance firm
value (Nur'ainy et al.,, 2013). This study, however,
expects all control variables having positively
affect firm value because the literature provides
more supporting on this view so that all effect

directions represent in table 1.

Table 1 Expectation of all effect directions of the variables of the study

Variable Effect Direction Reference
Disclosure of management accounting information + H1
The extent of management accounting information + H2
Profit + H1 and H2
Firm size + H1 and H2
Firm age + H1 and H2
Good corporate governance + H1 and H2
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3. Research method

This study uses multiple regression analysis
to observe reaction phenomena of firm value to
disclosure of management accounting information
of the financial year 2016 by observing through
firms in SET100 in capital market in Thailand—
Stock Exchange of Thailand (SET).

3.1 Data collection and variable measurement

This study observes data from 100 firms in
SET100 index of SET (declaration date of Jun
16th, 2017) for the period between the date
of financial statement of the year 2016 to one
week after publishing of management accounting
information of each firm. The reason of the scope
in SET100 because SET100 can represent capital
market in Thailand due to fact that they are high
capitalization and liquidity as well as good free
float rate. The study collects data of independent
variables from secondary sources such as SET
database, ELCID system, financial statements,
annual reports, and 56-1 reports. For data of a
dependent variable, the study collects information
from financial statements and EOD files which are
published in SET database and a data base of
SiamChart (http://siamchart.com/stock/).

For firm value, this study emphasizes on market
value so that Tobin’s Q ratio suitably represents
it. This study calculates Tobin’s Q by using market
capitalization divided by book value. Market
capitalization comes from total number of stocks

multiplied by stock price. This study calculates
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Tobin’s Q for two periods, before and after issuing
of management accounting information. Tobin’s
Q ratio before issuing of management accounting
information uses average stock price between the
publishing date of financial statements and the
date before issuing of management accounting
information. For the after issuing of management
accounting information, Tobin’s Q comes from
average stock price of one week after publishing
of management accounting information. The
reason for using one-week stock price average
after publishing date is that this study wants to
reduce effect of abnormal return from the market
reaction which normally in the first three day
period (Bernard & Thomas, 1990). The publishing
date of financial statements and 56-1 reports can
be searched through ELCID system in the SET
database.

This study measures management accounting
information (MAI) by using report of the 56-1 report
as a proxy. SET requires every firm in Thai capital
market to create and publish a 56-1 report within
3 months after the end of accounting period.
A 56-1 report consists of various information
including management accounting information
such as control matters, risk management, and
management discussion and analysis (MD&A).

Natural logarithm (In) of total assets of firms,
firm years in the capital market, and a word count
of a 56-1 report are proxies of firm size, firm age,
and extent management accounting information,

respectively.
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3.2 Model specification and analysis

This study uses multiple regression analysis
to observe and analyze effect of management
accounting information on firm value. It analyses
effect of publishing of management accounting
information in order to observe reaction of firm
value to the information. The models of the study

appear as follows:

Tq = P,Mai+ B,Profit + B,Fsize + B,Fage
+BsCes (1)

o + BMaiwc + B,Profit + BgFsize
+ PByFage + B,,Cgs (2)

Tq =

Tq is Tobin’s Q ratio and comes from a ratio of
market capitalization to book value of a firm. Mai
represents publishing of management accounting
information which is a dummy variable. It is equal
to 1 if a firm publishes 56-1 report, otherwise
0. Maiwc represents extensive of management
accounting information which is measured by
using natural logarithm (In) of total word count
of 56-1 report for the year 2016. Fsize represents
the extent of a firm which is measured by using

In of total assets as at the end of the period of

the financial statements for the year 2016. This
study measures Fage as a firm age by using ln of
the number of years of a firm in SET. Profit in the
models represent a profit ratio. Cgs represents how
good of corporate governance of a firm measuring
by using corporate governance scoring (CG score)
which is equal to 1 if a firm has 4 or 5 CG score,

otherwise 0.

4. Findings and discussion

This study analyzes data of 100 firms which
is composed of before and after publishing date
of management accounting information so that
it totally comprises 200 data sets. The result of
variable correlation and descriptive data of model
1 demonstrates in table 2.

The result in table 2 shows high correlation
among Fsize, Fage, and Cgs. However, only VIF
index of Fsize is over 10 (Hair et al., 2010) so
that this model excludes Fsize in order to solve
the multicollinearity problem. Table 3 shows
correlation and descriptive data of model 2.
The information does not show any problem of

multicollinearity.
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Table 2 Correlation and descriptive data of model 1

Tq Mai Profit Fsize Fage Cgs
Tq 1.000
Mai 0.502%* 1.000
Profit 0.631%* .552%* 1.000
Fsize 0.642%* .700** T3 1.000
Fage 0.561%* .640%* 676%* .922%* 1.000
Cgs 0.579** .652%* 719%* .926** .851%* 1.000
Mean 3.77 0.50 0.14 11.00 2.38 0.85
SD 3.78 0.50 0.11 1.62 1.11 0.36
Min 0.48 - -0.12 7.47 - -
Max 24.23 1.00 0.57 14.90 3.71 1.00
Note * and ** Statistical significant at 0.05 and 0.01, respectively
Table 3 Correlation and descriptive data of model 2

Tq Maiwc Profit Fsize Fage Cgs
Tq 1.000
Maiwc -.279%* 1.000
Profit A79%* -.072 1.000
Fsize —-.558%* .435%* .006 1.000
Fage —.264%* .041 -117* .418%* 1.000
Cgs —-.266** .250%% .000 .240%* .099 1.000
Mean 3.77 9.95 0.14 11.00 2.38 0.85
SD 3.78 0.49 0.11 1.62 1.11 0.36
Min 0.48 8.79 -0.12 7.47 - -
Max 24.23 11.36 0.57 14.90 3.71 1.00

Note * and ** Statistical significant at 0.05 and 0.01, respectively

50  915d15381IWUNYT
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This study regresses and analyzes the model 1
(excluding Fsige) and the model 2 as show in table
4. AUl these two models are significant (F = 0.000)
and can explain at 43.60 and 34.70 percent of the
variable of model 1 and medel 2, respectively.

Model 1 regression results demonstrate
that an independent variable and a control
variable (Mai and Profit) from total six variables
are significant at 0.05 and 0.01, respectively.
Both management accounting information (Mai)
and profit ratio (Profit) show positively effect on
Tobin’s Q (TQ). For model 2 regression results,
the extent of management accounting information
(Maiwc) does not significantly affect Tobin’s Q.
Three variables (Profit, Fsize, and Cgs) from all
six variables have significant effects on firm value
at 0.01, 0.01, and 0.05, respectively. Profit ratio
(Profit) positively affects Tobin’s Q (TQ), while firm
size (Fsize) and good corporate governance (Cgs)
negatively affect Tobin’s Q.

Regression results can be summarized in
table 5 which demonstrates comparison between
expectation and results. Evidence from the results
supports the first hypothesis (H1), but not for
the second hypothesis (H2). Results explores
that the disclosure of management accounting
information can provide additional firm value for
an organization. These evidence is in line with
the studies of Cadez and Guilding (2008), Mahama
(2006), Mia and Chenhall (1994), and Mia and
Clarke (1999).

Table 4 Multiple regression results of model 1

and model 2

Model 1** Model 2**
Constant 17.919**
(3.954)
Mai 1.068*
(1.958)
Maiwc -0.036
(-0.071)
Control Variables
Profit 12.220%* 6.144%*
(5.179) (3.100)
Fsize -1.208**
(-7.218)
Fage 0.226 -0.040
(1.060) (-0.182)
Ces 0.583 -1.473*
(0.904) (-2.328)
R? 0.447 0.364
Adjusted R 0.436 0.347
SEE 4.006 3.055
F 39.665 22.168
Sig. of F 0.000 0.000

Note * and ** Statistical significant at 0.05 and 0.01,
respectively
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Table 5 Result summary of variables’ effect comparing with expectations

Variable Expected Results Reference
Disclosure of management accounting information + + H1
The extent of management accounting information + Non sig H2
Profit + + H1 and H2
Firm size + - H1 and H2
Firm age + Non sig H1 and H2
Good corporate governance + - H1 and H2

On the other hand, for the second hypothesis
(H2), results cannot conclude that higher degree
of management accounting information disclosure
affects firm value. This phenomenon implies that
the market does not recognize the degree of
disclosure of management accounting information
as much as detail within the content because
management accounting information may provide
whether ¢ood or bad news (Bernard & Thomas,
1990) so that market may react against that news
instead of their quantity of content.

Results also demonstrates an effect of profit
following the study of Sucuahi and Cambarihan
(2016). While firm size and good corporate
governance show inversely effect from expectation.
This results are reasonable because the samples
of this study are mainly larger companies. A bigger
firm normally faces slow growth of its business
because of its business cycle in the maturity stage
as a result that it may decrease in value following
the study of Black et al. (2006). For the good
corporate governance, results show that market

may not recognize good corporate governance
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through corporate governance score (CG score).
Besides, the better score of corporate governance
may have to much more concern in the disclosure
guidance—following to the Institue of Director
(I0D) who is a composer of CG score—instead
of concentration of actually good corporate
governance practices or considering in quality

aspect.

5. Conclusion

This study demonstrates that an organization
can gain benefit from signaling management
accounting information to the market so that
a firm can increase their value after publishing
management accounting information, while the
quantity of management accounting information
cannot effect firm value. A firm, therefore,
should be on time for publishing its management
accounting information (in appropriate content and
scope) in order to enhance its value. However,
limitation of this study appears to be concerned.
Results cannot be high generalization because

scope of the study is in only the firms in SET100
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index of SET and for only one accounting period.
Moreover, the proxy of management accounting
information which is the 56-1 report may be
broad. In the future, researchers can find more
appropriate proxies of management accounting
information to test with firm value. In addition,
this study can enhance generalization by extending
to cover multi periods and other capital markets,

especially in ASEAN countries.
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