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Abstract 

The purpose of this study is to study the impact of accounting disclosure in terms of legal factors, culture, profitability, 
and size on the value of the company in Sana’a Governorate in the Republic of Yemen. Therefore, the lack of accounting 
disclosures in most of these companies led to a decrease in the value of the companies. The theoretical model based on 
agency theory was used to discover the effect of accounting disclosures on company value. A probability sampling 
method, which is a random sampling method, was used to collect data. Four hypotheses were tested through 86 
questionnaires. Listed companies were included in the community, and all accountants were selected in the sample. 
This study's analysis was conducted using the partial least squares method. The findings demonstrated that size and 
culture variables have a positive and significant influence on firm value. Others believe that legal and financial 
considerations are unimportant. As a result, corporate management may be motivated and encouraged to share 
information that influences stakeholder decisions favorably and increases company value. 
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1. Introduction

This study investigates the implications of accounting disclosure in terms of legal, cultural, profitability, and size issues 
in order to ascertain the influence of accounting disclosure on firm value in private Basrah companies. These factors 
often have to do with management's initiatives to increase a company's value [1]. Sadly, the majority of these companies 
still have low values as a result of a lack of transparency [2-4], and this is because the managers or administrators either 
don't pay attention to these factors or just partially trust that information would be shared. Otherwise, according to 
them, the characteristics do not significantly affect the company's worth (Kareem et al. 2021a, 2021b). In order to 
increase corporate value through disclosure, the organization bases its assessment of these variables on policy-driven 
techniques. In order to help stakeholders determine whether to make investments, it aims to affect their perceptions 
(Roman, 2019). As a result, many studies looked at how much information businesses voluntarily disclosed. especially 
in reference to big enterprises. Companies play a significant part in accounting disclosure by proving their financial 
policies by displaying expenses and profits over time. This helps to reveal the accounting policy to both current and 
potential investors as well as to the business's current and future investors. 

1.1. Background of Study 

For many years, the quality of information has been a pillar of economies. The forms and substance of its disclosure 
have also become crucial for making decisions and building value for the organization. The company is questioned due 
to the absence of disclosures [2]. Therefore, stakeholders require a variety of information. Many businesses have 
disregarded or occasionally didn't care about disclosures. Perhaps as a result of Iraq's ongoing political and economic 
unrest (Assidi 2020; Jebur 2021; Kareem et al. 2021a). The number of employees or the amount of capital can be used 
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to gauge a company's size [3]. Therefore, in order to have a good value, management must encourage disclosure of 
information in the annual reports. Investors can analyze the level of profitability, financial situation, and other 
information linked to the operations of the firm because it is a key factor in investment decisions for a variety of 
companies. Consequently, can influence investors to reach wiser decisions [10]. Because it is associated in various ways 
depending on circumstance, the concept of culture factor is broad and vague. In order to deal with the variety of cultural 
conceptualizations, a group's understanding of a practice of shared fundamental assumptions is referred to as culture. 
On the other hand, cultures have been described as a set of values that influence people's decisions in an organization 
covertly and discreetly [11]. Because all businesses are subject to legal and financial requirements, this can guide 
administrators in taking steps to increase profitability. As a result, a company's legal responsibility is to conduct its 
business within the bounds of the law [12]. Additionally, a successful firm must consider the legal aspect, and these 
organizations might encounter difficulties. 

1.2. Theoretical background and hypotheses development 

The agency theory will be used in this study since it helps to explain and comprehend why a corporation shares 
accounting information. Cooke (1992) makes the case that disclosure can satisfy information users. Additionally, 
disagreements over interests between owners and administrators will exacerbate the issue of asymmetric knowledge 
[9]. Thus, the current study is in line with agency theory, which states that legal, cultural, profitable, and size 
considerations affect the decision to provide accounting disclosures [13, 14]. Financial statements must contain 
sufficient information for investment decisions, hence various study areas in accounting are motivated by the impact of 
disclosure. For instance, Assidi (2020) uses a sample of 1001 observations to explore how disclosure enhances company 
value through the moderating influence of a regulatory reform in France firms listed. The findings indicate a positive 
correlation between disclosure and firm value. It was also demonstrated that, as a moderate variable, a change in the 
law contributes to the growth and advancement of system governance, which in turn broadens the scope of the 
company's benefit. Another study for Pathiranage (2019) outlined the various facets of culture and how they affect 
company value. The results demonstrate that corporate culture affects personnel diversity, business operations, and 
performance. The difficulties of accounting disclosure in the annual reports of Iraqi listed businesses are also examined 
by Almagtome et al. (2017). The findings showed that firm size and profitability are strongly correlated with the level 
of voluntary disclosure, indicating that greater accounting disclosure improves financial performance. As a result, the 
following four possibilities are put forth: 

 Hypothesis (H1). The legal factor has a positive and significant relationship on the company value. 
 Hypothesis (H2). The culture factor has a positive and significant relationship on the company value. 
 Hypothesis (H3). The profitability factor has a positive and significant relationship on the company value. 
 Hypothesis (H4). The size factor has a positive and significant relationship on the company value. 

 

Figure 1 Demonstrates the research model 

2. Research Methodology 

2.1. Sample and Data Collection 

314 enterprises are listed in the Sana'a Governorate, according to the Sana'a Chamber of Commerce in the Republic of 
Yemen. The Sana'a Governorate's listed companies were the intended audience, and all accountants were chosen to give 
them in-depth information about the responses in these companies. The selection of accountants was made since most 
of these businesses have an accounting department and accountants are knowledgeable in answering research-related 
concerns. First prepared in English, the questionnaire was later translated into Arabic. before releasing the survey in 
order to get the results. About 84 questionnaires were tested for dependability using a pilot study. The experimental 
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analysis's Cronbach's alpha results showed values of 0.70, which is a respectable level. 100 were given out to various 
businesses. In this investigation, a random sample technique was employed. Reason employed this strategy to guarantee 
that the company has an equal chance of being chosen [16]. This was accomplished by using Excel to produce a list of 
random values and a random sample. A total of 84 questionnaires were valid for this study after 16 were disregarded 
as being invalid. 

2.2. Measures 

Closed-ended inquiries were employed. This method was chosen for this study's participant feedback because it allowed 
for a wide sample size across the province and could also reduce error and response bias [16]. Three components of the 
legal factor were taken from Salmones et al. (2005). There are three criteria for measuring culture [17]. Additionally, 
three metrics for gauging profitability were taken from Awan and Khan (2016) and Almagtome et al. (2017). The three 
metrics for determining the size of a corporation were taken from Sawan and Alsaqqa (2013).Moreover, appendix A's 
five items (20) for company value. The first section dealt with demographic data, while the second section dealt with 
measuring components, such as accounting disclosures related to legal, cultural, profitable, and size considerations. The 
study used a 5-point Likert scale with the categories "1-strongly disagree—5 strongly agree" to measure all of the 
constructs. The 5-point scale was chosen because it is simple to use and comprehend, and because creating high score 
tables requires less time and work. On the other hand, it will fit on mobile device screens and give respondents options 
without overwhelming them. 

2.3. Data Analysis 

2.3.1. Respondents Features and Demographic Profiles 

The demographic information for all respondents is shown in Figure 1 (see appendix B). The respondents who were 
over 40 years old had the lowest frequency (19.7%), per the results for respondent age. While respondents aged 
between 31 and 35 years had the highest frequency (29.7%), respondents aged 36 to 40 years came in second (26.1%). 
Results for years of experience showed that more than 4 years (42.6%) had the highest frequency, followed by 3 to 4 
years (29.%), and less than a year (11.3%), had the lowest frequency. The general trade sector was found to have the 
highest frequency (28.4%), followed by the construction sector (22.6%), while the agriculture sector had the lowest 
frequency (6.7%) (see Figure). 

 

Figure 2 Demonstrated different Industry 

2.3.2. Measurement Model Analysis 

Validity convergence in Table 1. shown when a substantial fraction of variance or convergence is shared by all the 
measurements (indicators dependability) of a particular construct. Three metrics—Cronbach's alpha, composite 
reliability, and average extracted variance—are used to assess convergent validity. The findings demonstrate that all 
average extracted variances (AVE) exceed the threshold of acceptance (0.50) [21–23]. Additionally, given that the 
composite reliability is above 0.70, which is the typically advised range, all of the measurements for convergent validity 
are considered to be valid [23]. Cronbach's alpha scores for the constructs were also acceptable; according to Sekaran 
(2003), a Cronbach's alpha of 0.60 is considered to be poor, 0.70 is acceptable, and 0.80 or more is considered to be 
good. As a result, the measurement score's internal consistency reliability can be regarded as good in this study. 
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Table 1 Construct Reliability and Validity 

Construct s Cronbach's Alpha Composite Reliability Average Variance Extracted (AVE) 

Culture 0.876 0.924 0.803 

Legal 0.799 0.880 0.711 

Profitability 0.828 0.896 0.743 

Size 0.818 0.916 0.845 

Value 0.890 0.919 0.693 

When compared to other constructs, all of the constructs share higher variation by their indicators, according to the 
results in Table 2 for discriminant validity. As a result, the constructions were sufficiently discriminatory [21, 23, 24]. 

Table 2 Discriminant Validity Fornell-Larcker Criterion 

 Culture Legal Profitability Size Value 

Culture 0.896     

Legal 0.577 0.843    

Profitability 0.726 0.548 0.862   

Size 0.684 0.543 0.620 0.919  

Value 0.676 0.556 0.572 0.811 0.832 

After eliminating one item related to "size1" from the initial measurement model because it had a low loading factor of 
less than 0.5, the internal consistency reliability of the measurement score used in Table 3 can be deemed good in this 
study. 

Table 3 Loading and Cross-loading of Constructs for Discriminant Validity Assessment 

Items Culture Legal Profitability Size Value 

Culture 1 0.892 0.483 0.606 0.648 0.601 

Culture 2 0.941 0.555 0.689 0.667 0.656 

Culture 3 0.852 0.514 0.657 0.515 0.554 

Legal 1 0.521 0.859 0.470 0.475 0.543 

Legal 2 0.408 0.817 0.481 0.475 0.392 

Legal 3 0.518 0.853 0.438 0.425 0.448 

Profitability 1 0.640 0.554 0.877 0.574 0.537 

Profitability 2 0.668 0.468 0.902 0.594 0.532 

Profitability 3 0.560 0.374 0.804 0.407 0.389 

Size 2 0.623 0.480 0.574 0.908 0.692 

Size 3 0.636 0.517 0.567 0.931 0.793 

Value 1 0.659 0.546 0.611 0.809 0.866 

Value 2 0.640 0.445 0.479 0.753 0.841 

Value 3 0.416 0.371 0.271 0.561 0.809 

Value 4 0.533 0.440 0.532 0.611 0.824 

Value 5 0.509 0.488 0.430 0.579 0.821 
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As shown in Table 4. The f2 indicated if there was a strong or weak link between the two variables. According to the f2 
results for the exogenous constructions of company value, the size factor had the largest effect size at 0.616, followed 
by the culture factor at 0.046, and the legal factor at 0.025, all of which had medium to large effect sizes. While the 
profitability component had the least impact on the value of the company, with f2= 0.001. 

Table 4 Results of Effect Size (f2) for Both Endogenous Variables 

 Endogenous variable 

Exogenous variable Company Value 

Culture Factor 0.046 

Legal Factor 0.025 

Profitability Factor 0.001 

Size Factor 0.616 

According to Hair et al. (2010), the Heterotrait-Monotrait Ratio (HTMT) value must be between 0.85 and 0.90 to indicate 
that the two constructs are distinct. The HTMT values for each construct in this study are shown in Table 5. With the 
exception of the size component, the constructs demonstrated sufficient discriminant validity. 

Table 5 Heterotrait-Monotrait Ratio (HTMT) 

 Culture Factor Legal Factor Profitability Factor Size Factor Company Value 

Culture Factor      

Legal Factor 0.682     

Profitability Factor 0.848 0.665    

Size Factor 0.804 0.670 0.740   

Company Value 0.748 0.640 0.640 0.928  

2.4. Coefficient of Determination (R2) and (Q2) 

The R2 shows the combined impact of the exogenous variables on the endogenous variable and is used to analyze the 
mode of predictive accuracy. R2 of (0.25) is characterized as having a low level of predictive accuracy, (0.5) as being 
moderate, and (0.75) as being high. The R2 values in Table 6 demonstrate that the modified R2 for company value in 
this model was (0.682), indicating that two factors linked to culture and legal factors could account for (68.2%) of the 
company value. A structural model's ability to assess the model's predictive usefulness is another crucial feature. The 
outcomes also showed that the corporate value for Q2 was (0.453). were greater than zero, suggesting that the 
independent components are relevant predictors of the dependent constructs being studied in this work (Hair et al. 
2014; Hair et al. 2016; Wong 2013). 

Table 6 Results of Coefficient of (R2) and Predictive Relevance 

Endogenous Latent Variable R2 Adjusted R2 Q2 

Company Value 0.692 0.682 0.453 

The p-values for each path are shown in the bootstrapping method's results. The impact of the culture component on 
company value was statistically significant, according to the findings. These findings indicated that was both favorable 
and significant ( = 0.196, p 0.05). The size factor also had a favorable and substantial impact on firm valuation (=0.629, 
p0.001). However, according to the bootstrapping results, the impact of legal and profitability aspects on firm value is 
negligible, with p-values of 0.095 and 0.798, respectively (>0.05), therefore the mean H3 and H4 are not supported. 
Table 7 displays the linkages that support the relationships suggested by this study and lists the hypotheses that are 
supported and unsupported. Additionally, Figures 3 and 4 display the PLS-SEM results. 
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Table 7 List of Hypotheses 

Path β SE T Values P Values Results 

H1 Legal -> Company Value 0.113 0.067 1.687 0.095 No Supported 

H2 Culture -> Company Value 0.196 0.075 2.594 0.012 Supported 

H3 Profitability -> Company Value - 0.022 0.083 0.263 0.798 No Supported 

H4 Size -> Company Value 0.629 0.072 8.693 0.000 Supported 

 

 

Figure 3 Results of smart PLS-SEM R2 and f2 

 

 

Figure 4 Results of smart PLS-SEM Path Coefficients 
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2.5. Importance-Performance Map Analysis (IPMA) 

With their average latent variable scores reflecting their performance, IPMA "is interpreted as the predecessor 
constructs importance in shaping a specific target construct" [23, 28]. In order to prioritize managerial tasks, both 
important and performance-based, decisions could be made on two dimensions (importance and performance) 
(Völckner et al. 2010). As a result, it draws attention to key areas where management operations should be improved. 
The results of Table 8 show that the culture factor, which had above moderate performance (more than 50%) and 
78.402 explaining a target construct performance, is the most significant factor. As a result, the significance of this 
construct is extremely high. Additionally, when managers want to improve their performance at the company, they 
should prioritize the culture factor first because it is the most significant construct. Next, size factors should be the 
second target performance, with a target performance of 78.186, and profitability factors should be the third target 
performance, with a target performance of 75.575. Legal considerations were found to be of the least relevance and 
performed the worst (72.898) (Figure 5). 

Table 8 Values and Total Effects for the IPMA 

Importance Performances 

Culture factor 78.402 

Size factor 78.186 

Profitability factor 75.575 

Legal factor 72.898 

 

 

Figure 5 IPMA Representation of Model 

3. Discussion 

Based on Table 7's findings, which showed that the legal component H1 had a non-significant link with company worth, 
this result is in contrast to Assidi (2020), who discovered a positive and substantial relationship between the law and a 
firm value. This is as a result of several changes to the legal factors. The second reason is that these businesses may be 
impacted by the government sector because it frequently issues new directives. This study suggests that the need to 
reinforce values in support of legal factors can be addressed and understood in order to make improvements. The 
corporation must balance its commitments in terms of legal, social, and economic factors while also taking into account 
how to discharge its obligations to a variety of stakeholders, according to Lawrence and Weber (2020). According to 
Nikpour (2017), who discovered that organizational culture might affect performance, the second hypothesis H2 culture 
component was found to have a positive and substantial relationship with firm value. The basis for this supposition is 
that these organizations' employees support their employers in many ways, such as marketing, sales, and distribution, 
in order to help them improve. Because of this, accounting transparency plays a crucial role in boosting a company's 
worth through cultural factors. In contrast to the findings of Akhmadi and Januarsi's study from 2021, which found a 
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positive relationship between profitability factor and company value, the H3 result for profitability factor shows non-
significant with the company value. This result may be due to these companies' fears of disclosing their profitability. 
The H4 results indicate a positive and significant relationship between the size factor and firm value. Our results build 
on earlier studies like Nursetya and Nur Hidayati (2021), whose outcomes demonstrate a favorable impact on the firm 
value. This outcome is the consequence of employees taking accounting data into consideration together with business 
size and capital structure in order to increase company value. 

4. Conclusion Implications, Limitations, and Future Work 

As data indicated a true need to increase the value of the company, the study's focus was on determining the impact of 
accounting disclosure linked to legal, cultural, profitability, and size aspects on the value of the company. According to 
the report, most corporations failed to disclose information that would have given shareholders a bad impression of 
them. Additionally, this study's findings showed that accounting disclosure closes the communication gaps between 
these businesses and shareholders. Based on the findings, it was discovered that, in contrast to the other two 
hypotheses, culture and size characteristics had a positive association with firm value. This could be because of the 
sensitive information connected to legal considerations and profitability. In order to increase the value of the company, 
corporate management can use this conclusion to their advantage by taking essential financial disclosure into account 
through legal considerations, culture, profitability, and company size. restrictions on this research. Data were only 
gathered in Yemen's Sana'a Governorate, making it challenging to extrapolate to other developing nations. Only 
accountants were included in the sample, and they were chosen by a straightforward random selection procedure. 
Through in-depth interviews, future research must assess how accounting disclosure affects legal, cultural, profitability, 
and size aspects. 
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