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This study aims to analyze the impact of biological asset intensity and 
profitability on the disclosure of biological assets and their effect on firm 
value, directly and indirectly, in agricultural companies. This study 
employs a quantitative approach using questionnaires and Structural 
Equation Modeling Partial Least Square (SEM-PLS) analysis. This study 
also found that biological asset intensity and profitability can strengthen 
the positive effect of disclosure of biological assets on firm value. 
Profitability also affects the disclosure of biological assets, with higher 
profits leading to more extensive disclosures and positively influencing 
firm value by reflecting financial health and investor confidence. Thus, 
through their disclosures, biological asset intensity and profitability 
significantly impact firm value in the agricultural sector.  

INTRODUCTION   

This study centers on agricultural companies because the agricultural sector is expected to be the 
main engine of economic development in achieving the Sustainable Development Goals (SDGs). 
According to the Ministry of Agriculture in Indonesia (2020), the total area of agricultural land is 
currently 10.66 million hectares of Indonesia's land. However, many land-use changes in agricultural 
land into built-up areas increasingly threaten Indonesia's biodiversity. In the last decade, agricultural 
land has dwindled to just 44% due to land conversion, bringing shame to the nation's mega 
biodiversity status.  

However, in the development of agricultural land by the government, several problems arose 
involving the community. Here is the data on conflict incidents based on the type of activity from 
1990-2021: 

Table 1. Conflict Incidents Based on Type of Activity 1990-2021 
Topic Cases 

Forestry 1.212 
Plantation 807 
Infrastructure Development 653 

http://www.pjlss.edu.pk/
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Mining 307 
Waters, Coasts and Seas 365 
Industry 455 
Environment 120 
Agriculture 150 
Other 315 
Total 4.384 

Source: www.fwi.or.id processed (2022) 

Table 1. shows 4,384 cases of conflict involving indigenous/local communities in Indonesia. Since the 
New Order of 1967, social and tenure conflicts have begun due to agricultural land conflicts. In 1990-
2010, when many mining companies began operating in agricultural areas, conflicts became sharper. 
From 1990-2021, 150 cases of conflict occurred in the agricultural sector, which was the main 
problem, followed by 1,212 cases in the forestry sector and 807 cases in the plantation sector. 

From this, the government needs to develop the agricultural sector, which will impact company value 
because it has unique characteristics that differentiate it from other sectors; it is a biological asset. 
According to PSAK 69, a biological asset is a living animal or plant. Biological transformation at 
biological asset is activities or changes that occur until the asset undergoes further processing (IAS 
41). Companies must provide fair information regarding the value of biological assets, reflecting their 
role in creating economic benefits for the firm due to the biological processes occurring in these 
assets. Therefore, the more extensively a company discloses information about its biological assets, 
the more it attracts potential investors and enhances its value.  

Biological asset intensity illustrates the proportion of investment in biological assets within a 
company. It also represents the expected cash inflows if these biological assets were to be sold 
(Yurniwati, 2017). If a company holds significant biological assets, it typically seeks to include 
disclosures in the financial statement notes, potentially enhancing its overall value. By making such 
disclosures, investors are confident that the company conducts its operations according to standards, 
thereby attracting investment. Increased investor interest in the company also leads to an increase 
in its value.  

Meanwhile, (Sa'diyah et al, 2019) showed different results: biological asset intensity had a significant 
negative effect on biological asset disclosure. Previous studies by (Goncalves & Patricia 2015; 
Yurniwati et al., 2018) tested the effect of company size on biological asset disclosure, showing that 
company size had a significant positive effect. 

Profitability represents a company's ability to generate profit. This capability correlates directly with 
investors' expected returns (Leman, 2019). High profitability indicates the company's capacity to 
generate substantial earnings for shareholders. The greater the profit earned, the better the 
company's ability to pay dividends, influencing the extent of biological asset disclosures to reassure 
investors and enhance the company's value. A company with a high profitability ratio will attract 
investors' interest in investing capital in the company. 

LITERATURE REVIEW 

Concepts of Agency 

Agency theory is a contract between management (agent) and owners (principals), where owners 
delegate decision-making authority to managers to ensure smooth operations (Jansen & Meckling, 
1976). This theory arises because investors, as capital owners, cannot directly manage their business 
entities, hence delegating this responsibility to management as their agents. In agency theory, 
principals and agents prioritize their interests, resulting in divergent interests within a single 
company where each party seeks to maximize their goals and interests (Iskandar & Soebagyo, 2022). 
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Disclosure of Biological Asset 

Disclosure involves sharing monetary and non-monetary information representing a company's 
achievements. It is essential to disclose biological assets to confirm their fair value and contribution 
to generating economic benefits for the company (Putra, 2020). Entities must disclose how they 
classify biological assets or explain their actions if classification needs to be disclosed. Additionally, 
entities must disclose the methods and assumptions used to estimate the fair value of each type of 
biological asset. Moreover, companies must disclose the use of lower-of-cost-or-net realizable value 
for agricultural produce harvested during the period and the presence and carrying amount of 
productive assets. Furthermore, an entity should disclose changes in the carrying amount of 
biological assets from the beginning to the end of the reporting period. In this research, biological 
asset disclosure can be measured using the Index of Disclosure Methodology, which uses the Wallace 
Index.   

H3: Disclosure of Biological assets positively influences firm value. 

Firm Value 

Firm value is one of the pillars related to investor confidence in the company. By increasing the firm's 
value, management will try to get the attention of investors using good management principles to 
create healthy market competition and a conducive business climate (Silfiani, 2018). This study 
measures firm value using the Enterprise Value (EV) model, which identifies a company's market 
capitalization based on its ability to generate profits or operational cash. Apart from that, EV also 
functions as a comparison in capital structure calculations to neutralize potential risks in the stock 
market. 

Biological Asset Intensity 

Biological assets refer to livestock or living plants owned by agricultural companies, characterized 
by biological transformation processes that induce changes like these assets (PSAK 69). Biological 
asset intensity represents the magnitude of a company's investment in biological assets (Duwu et al., 
2018). Higher biological asset intensity motivates companies to disclose more comprehensive 
information regarding their biological assets to attract investment interest from financial statement 
users or investors and facilitate informed decision-making. 

H1: Biological Asset Intensity positively influences the disclosure of biological assets. 

The higher the biological asset intensity, the greater the value of assets owned by the company, such 
as livestock or live plants, that can produce economic-value products. That can increase overall 
company assets. Investors view companies positively as having a firm value with high biological asset 
intensity because it indicates the potential to generate stable and substantial income from their 
biological activities. 

H2: Biological Asset Intensity positively influences firm value. 

Companies with high biological asset intensity often provide more detailed and transparent 
disclosures regarding their biological assets. That can enhance investor confidence and reduce 
uncertainty, ultimately influencing an upbeat assessment of the company's value. 

H6: Biological Asset Intensity positively influences firm value by affecting disclosure biological asset. 

Profitability 

Profitability is an effective tool for companies to obtain additional capital from investors (Gustria & 
Sabrina, 2020). Profitability can describe a company's success in competing in the market (survivor) 
and its ability to expand its business (develop). Companies that produce high profitability will also 
motivate managers to disclose more detailed financial and non-financial information to convince 
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investors and users of financial reports that the company has good performance and a high level of 
return. In this study, profitability is proxied by Return on Assets (ROA) because it can measure 
profitability and management's effectiveness in using company assets to maximize profits. 

H4: Profitability positively influences the disclosure of biological assets. 

High profitability indicates that the company can generate high levels of profit, and its mean 
profitability ratio will certainly be a major attraction for investors (Riadi & Surjadi, 2021). The 
presence of many investors will increase the stock price and ultimately increase the company's value. 

H5: Profitability positively influences firm value. 

As profit increases, so does the company's capacity to distribute dividends. That influences the level 
of disclosure regarding biological assets to reassure investors and enhance the company's worth. 
High profitability ratios make a company appealing to investors seeking to invest capital. 

H7: Profitability positively influences firm value by affecting the disclosure of biological 

asset. 

METHODS 

This study employs a quantitative approach using questionnaires and Structural Equation Modeling 
Partial Least Square (SEM-PLS) analysis. SEM-PLS enables the prediction and explanation of latent 
variables from theory testing and simultaneous evaluation of the influence of various variables with 
at least one dependent and one independent variable. The research method consists of three stages: 

Identification Stage 

This stage comprises a Literature Review, Field Study, Problem Identification, Determination of 
research objectives, problem-solving methods, and development of research instruments. 

Data Collection and Processing Stage 

a. Data Collection 

This study utilized purposive sampling for sample selection. Purposive sampling was chosen because 
not all populations meet the criteria relevant to the phenomenon being studied. The sample was 
selected based on specific criteria established by the researcher, which are as follows: 

 Agricultural companies were listed on the IDX during the study period from 2016 to 2021. 

 Agricultural companies that presented complete annual financial reports consecutively 
during the study period from 2016-2021. 

 Agricultural companies that presented annual financial reports in Rupiah from 2016-2021. 

 Agricultural companies with the required information completeness related to the 
calculation indicators used as variables in this study. 

 According to these criteria, 7 agricultural companies are not listed on IDX, 3 have issued 
financial reports, 1 has issued currency financial reports, and 2 have issued no completeness related 
to the calculation indicators used as variables. After filtering in this study, the total sample was 12 
from 2019 to 2021. 

b. Processing Stage 

Structural Equation Modeling Partial Least Square (SEM-PLS) is a statistical analysis that evaluates a 
model of linear relationships between variables, typically latent variables that cannot be directly 
observed. There are 2 model evaluations: 
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Measurement Model Evaluation (Outer Model) 

Discriminant validity measures the correlation between constructs by comparing the square root of 
each construct's average variance extracted (AVE) with its correlations with other constructs in the 
model. Good discriminant validity is achieved when a construct's AVE exceeds its correlations with 
all other constructs. A measurement value that is more excellent than recommended is >0.5.  

Structural Model Evaluation (Inner Model):  

Q-Square predictive relevance: The structural model measures how well the model generates 
observed values and estimates its parameters. Q-Square value > 0 indicates that the model has 
predictive relevance. Conversely, if the Q-Square value ≤ 0, it indicates that the model lacks predictive 
relevance. 

RESULTS  

Outer Model 

 

Picture 1. Algorithm Data Processing Results 

Based on picture 1. each variable construct has a loading factor greater than 0.5. Thus, the Smart PLS 
output for the loading factor yields the following results: 

Table 1. Loading Factor 
Variable Original 

Sample (O) 
Original 
Sample 

(O) 

T Statistics 
(|O/STERR|) 

Result 

BAI <- Biological Asset Intensity 1.000 >0.5 >1.96 Valid 

EV <- Firm Value 1.000 >0.5 >1.96 Valid 

ROA <- Profitability 1.000 >0.5 >1.96 Valid 

Source: Processed (2023) 

Table 1 shows that the loading factor gives a value above the recommended value, namely 0.5 or a p-
value of less than 5%, meaning that the indicators used in this research are valid or have met 
convergent validity. 
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Table 2. Latent Variable Correlations 

 
Biological 

Asset Intensity 
Firm Value 

Disclosure 
Biological 

Asset 
Profitability 

Biological Asset Intensity 1.000 0.687 0.633 0.287 

Firm Value 0.687 1.000 0.758 0.521 

Disclosure Biological Asset 0.633 0.758 1.000 0.427 

Profitability 0.287 0.521 0.427 1.000 

Source: Processed (2023) 

Based on the correlation coefficient between variables in Table 2, the measures (indicators) used in 
this research have met the criteria for discriminant validity. 

Inner Model 

Table 3. R-square 

 
R-square 

R-square 
adjusted 

Firm Value 0.691 0.677 

Disclosure Biological Asset 0.466 0.451 

Source: Processed (2023) 

The R2 value on firm value is 0.691, indicating that the company value variable is 69.1%, which the 
disclosure of biological assets can explain. Then, the R2 value for biological asset disclosure is 0.466, 
indicating that biological asset intensity and profitability can explain 46.6% of biological asset 
disclosure. 

Table 4. f Square 
 Biological 

Asset 
Intensity 

Firm 
Value 

Disclosure 
Biological 

Asset 

Profitabilit
y 

Biological Asset Intensity   0.222 0.533   

Firm Value       

Disclosure Biological Asset   0.339    

Profitability   0.146 0.122   

Source: Processed (2023) 

Based on Table 4, the highest f square of biological asset disclosure is the effect of biological asset 
intensity on biological asset disclosure of 0.231. The highest f square of firm value is the effect of 
disclosure biological asset on firm value of 0.339. 

Table 5. Q Square 
 Q² (=1-SSE/SSO) 

Biological Asset Intensity 0.000 

Firm Value 0.667 

Disclosure Biological Asset 0.430 

Profitability 0.000 

 Source: Processed (2023) 
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Prediction relevance (Q square) or Stone-Geisser's. This test was carried out to determine the 
prediction capability using the blindfolding procedure, with standard values obtained as 0.02 (small), 
0.15 (medium) and 0.35 (large). To assess the significance of the prediction model in testing the 
structural model (inner model), it can be seen from the T-statistic value between the independent 
variable and the dependent variable in the path coefficient table on the Smart PLS output. 

 

Figure 2. Algorithm Data Bootstrapping 

Table 6. Output Smart PLS on Path Coefficient 
 Original 

Sample (O) 
T statistics 

(|O/STDEV|) 
Conclusion 

BAI -> EV 0.339 4.028 >1.96 Hypothesis accepted 

BAI -> PAB 0.557 6.625 >1.96 Hypothesis accepted 

PAB -> EV 0.443 4.334 >1.96 Hypothesis accepted 

ROA -> EV 0.235 3.345 >1.96 Hypothesis accepted 

ROA -> PAB 0.267 2.399 >1.96 Hypothesis accepted 

Source: Processed (2023) 

 H1: Biological Asset Intensity Positively Influences Disclosure of Biological Assets. 

Based on the results of the hypothesis, biological asset intensity positively influences biological asset 
disclosure, with t statistics of 6.625, which is more significant than 1.96 

 H2: Biological Asset Intensity Positively Influences Firm Value.  

The results of the hypothesis show that biological asset intensity positively influences firm value, 
with a t-statistic of 4.028, which is greater than 1.96. 

 H3: Disclosure of Biological Asset Positively Influences Firm Value.  

The hypothesis results show that disclosure of biological assets positively influences firm value, with 
a t statistic of 4.334, more diminutive than 1.96. 

 H4: Profitability Positively Influences Disclosure of Biological Assets.  

The results of the hypothesis show that profitability positively influences biological asset disclosure, 
with t statistics of 2.399 greater than 1.96. 
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 H5: Profitability Positively Influences Firm Value.  

The hypothesis results show that profitability positively influences firm value, with t statistics 3.345 
greater than 1.96. 

Table 7. Output Smart PLS on Specific Indirect Effects 
 Original 

sample (O) 
T statistics 

(|O/STDEV|) 
Decision 

BAI -> PAB -> EV 0.247 3.781 >1.96 Hypothesis 
accepted 

ROA -> PAB -> EV 0.118 2.141 >1.96 Hypothesis 
accepted 

Source: Processed (2023) 

 H6: Biological Asset Intensity positively influences firm value by affecting the 
disclosure of biological assets. 

Based on the hypothesis's results, biological asset intensity positively influences firm value by 
affecting the disclosure of biological assets, with t statistics of 3.781 greater than 1.96. 

 H7: Profitability positively influences firm value by affecting the disclosure of 
biological assets. 

Based on the results of the hypothesis, profitability positively influences firm value by affecting the 
disclosure of biological assets, with t statistics 2.141 greater than 1.96. 

CONCLUSION  

Biological asset intensity positively affects the disclosure of biological assets, meaning that the 
greater the value of biological assets, the more it drives the disclosure of detailed information about 
them. Highly biological asset intensity also impacts the firm value, as higher biological asset values 
influence the firm value due to their fluctuating nature and predictability, despite weather or market 
conditions. Thus, the value of biological assets in financial reports is seen as relevant and reliable, 
influencing investor decision-making. Therefore, biological asset intensity, through the disclosure of 
biological assets, affects the firm value, indicating that market demands for biological asset disclosure 
prompt companies to emphasize this factor, impacting their value. Biological asset intensity is critical 
in financial reporting, making its influence on firm value significant. 

Profitability affects the disclosure of biological assets, meaning that higher company profits lead to 
more extensive disclosure of biological assets. The company's profit is well-reflected in financial 
reports, prompting a greater emphasis on both financial and non-financial aspects of biological asset 
disclosure. Consequently, profitability positively influences the firm value, a fundamental indicator 
of financial performance. Companies that consistently generate profits create a positive perception 
among investors and stakeholders, reflecting financial health and resilience against economic 
pressures or market changes. Therefore, profitability through the disclosure of biological assets 
impacts the firm value, with higher profits ensuring detailed disclosure of biological assets. That is 
because a significant portion of an agricultural company's profits comes from biological assets and 
operational activities, making comprehensive disclosure a reflection of the firm value. 

NOVELTY 

The new version of this study is on the biological asset disclosure variables, and firm value is 
biological asset intensity and profitability, which are tested to strengthen the agency theory that 
there is an information gap between management and investors, but in actuality, the financial reports 
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produced by the company are always good. From the investors' perspective, even though what is 
stated in the report cannot describe the excellent relationship between management and investors. 
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