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ABSTRACT

Demand for holistic disclosure encompassing both financial and non-financial
information has been overwhelming over the past few years. Accordingly, Integrated
Reporting (IR) is a new way of corporate reporting to assist stakeholders in their
decision making by providing useful and quality information as required by the
International Integrated Reporting Framework (IIRF.) However, IR is a recent
phenomenon and the quality of disclosures in integrated reports remains largely
undiscovered. Herein, the first objective of the study is to assess the quality of 28 large
Asian firms’ integrated reports from 2014 to 2017. The second objective of the study is
to examine trends of changes and improvements in the disclosure quality of large Asian
firms’ integrated reports over four years namely 2014, 2015, 2016 and 2017 in which
the changes and improvements in the quality of reporting from one year to another year
is explored and compared. Finally, the present study examines the gap between the
current practices of IR and the requirements of IR. Content analysis using a checklist
instrument was used to code and measure the quality of integrated reports and observe
the quality trend over the years. In addition, the quality of integrated reports was
analysed using the qualitative characteristics of accounting information prescribed by
the Conceptual Framework to determine the quality and usefulness of disclosures in
integrated reports. To examine the trend and changes over periods, a Mann Whitney U
test was conducted to investigate the changes over period windows. The results
generally indicate a low level of disclosure quality immediately following issuance of
the 1IRF. However, the quality gradually improved over later years, but the reports were
still not in full compliance with the framework. The changes in the quality of reports
between 2014 and 2015, and 2015 and 2016 were more significant, compared to the
changes in quality between 2016 and 2017. Generally, amongst content elements of
integrated reports, the quality of common disclosures in integrated reports is higher than
innovative and distinctive disclosures required by the IIRF. Among the content
elements, the items under “Organisational Overview and External Environment”,
“Governance” and “Basis of Presentation” had the highest average of scores compared
to the items “Future Outlook”, “Business Model” and “Risks and Opportunities.”
Higher quality of information in integrated reports is associated with relevant, faithful
and useful information presented. The findings of the study suggest that IR is increasing
among Asian firms, however integrated reporting among Asian firms is less compared
to western developed countries.
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CHAPTER ONE
INTRODUCTION

1.1 INTRODUCTION

This chapter presents the contribution and background of the study. A general
background of the study is presented in Section 1.1. Then, Section 1.2 discusses the
motivation for the study and followed by Section 1.3 that elaborates the problem
statement. Subsequently, Section 1.4 describes the objectives of the study, while Section
1.5 presents the contribution of the study and the chapter ends with Section 1.6 that

explains the organisation of the dissertation.

1.2 BACKGROUND OF THE STUDY
Integrated Reporting (IR) is a recent initiative that emerged due to the growing interest
in financial and non-financial information among companies. The traditional corporate
reporting is criticised for absence of non-financial disclosures after the financial crises
of 2008 and 2009 (Eccles & Serafeim, 2011a; Kolk & Van Tulder, 2010; Manes-Rossi,
Tiron-Tudor, Nicolo & Zanellato (2018); Goicoechea, Gomez-Bezares & Ugarte,
2019.) Non-financial information such as corporate social responsibility (CSR) reports
and sustainability reporting (SR) among other reports are used to complement
traditional financial accounting.

In addition, factors such as regional and global financial crises, climate change
concerns, social and environmental disaster, corporate and bank failures have initiated
a recent move to report on financial and non-financial information through different

means of reporting (De Villiers, Rinaldi & Unerman, 2014) such as SR and CSR.



Increasing public awareness on Environmental, Social and Governance (ESG) issues
(Kolk & Van Tulder, 2010; Seuirng & Mueller, 2008) put the organisations under
pressure to adapt with their business practices, to consider their interests by providing
transparent reports. However, Milne and Gray (2013) and Brown and Dillard (2014)
argued that the increasing corporate disclosures through stand-alone sustainability
reports (Robertson & Samy, 2015, p. 205) is “necessary but insufficient” for substantive
accountability of organisations. Also, other criticisms have been raised on non-financial
information and traditional reporting such as the risk of green washing, separate non-
financial reports which creates information dissemination and many pages left unread
(Goicoechea et al., 2019; Eccles & Armbrester, 2011; Cheng, Green, Conradie, Konishi
& Romi, 2014; Lodhia, 2015.) Apart from that, the traditional approach by ignoring
non-financial information reporting is not an adequate and appropriate tool for users of
corporate reports, and it is less relevant in new era where social and environmental
matters are important for decision usefulness (Atkins, Solomon, Norton & Joseph,
2015.)

To overcome duality in reporting, IR was introduced to provide information in
a holistic view that would address all dimensions of business performance in addition
of mere financial information (Eccles & Armbrester, 2011; Cheng et al., 2014; Lodhia,
2015). IR is also intended to bring separate reports such as sustainability report, annual
report and other reports together in a more cohesive and efficient reporting system.
Hence, to mitigate the problems and for firms to attract the stakeholders, the
International Integrated Reporting Framework (IIRF) on 9, December 2013 was
launched by the International Integrated Reporting Council (IIRC) with the purpose to
integrate the financial and non-financial information (Cheng et al., 2014.) As the IR is

the latest development for the SR, it is expected to explain the way an entity generating



value over time using economic, environmental and social factors, while linking risks,
strategy and the business model of the entity (Stubbs & Higgins, 2014; IIRC, 2013.)
The purpose of IR is not only to integrate financial and non-financial
information, but it should also be linked to 17 Sustainable Development Goals (SDGSs)
(Adams, 2015.) In fact, the firm needs to disclose the information of how they address
the 17 SDGs. Year 2030 will be the year of agenda for SDGs which was adopted in
2015 to stimulate economic growth, end poverty, and protect the planet through
international trade (UNCTAD) (UNCTAD, 2017.) Adams (2015) mentions that the
IIRF through external environment risks and opportunities include sustainable
development issues in organisation’s decision making, business model, and strategies.
It is argued by Adams (2017) that IR is useful to understand the importance of
sustainable development issues in the value creation process as IR has a multi-capital
approach, providing guiding principles for financial and non-financial information
connectivity and a long-term oriented focus. Adams (2017) provides several examples
of firms which provide disclosure on issues related to the SDGs in an integrated report
to demonstrate how firms link their contributions to SDGs through value creation
strategies, utilising the six capitals. Examples of such companies include Grupo
Nutresa. In their year integrated report, the company illustrated how it links “the SDGs
to their strategic priorities, identifying six which are aligned to a strategic priority and
a further three (SDGs 1, 12 and 17) which are cross cutting” or Cbus Superannuation
Fund in its 2016 integrated report which identifies which of the SDGs and Six Capital
contribute to value creation and key activities (Adams, 2017, p. 41). To create value,
organisations have to recognise the risks and opportunities associated with social and
environmental stewardship. In order to improve value creation, firms need to identify

the risks they would accept to pursue the business strategy for value creation. Therefore,



it is expected of integrated reporters to apply the IR framework to present how their
process of value creation encompasses sustainable development goals.

Since the introduction of IR, it has gained the interest of organisations
worldwide (loana & Adriana, 2013). Among all firms worldwide, European companies
are leading on voluntary adoption of IR (Sofian & Dumitru, 2017). However, according
to Ahmed Haji and Anifowose (2016) South Africa is the only country in which IR is
mandated. Recently, many firms across Asia are implementing IR as they understand
corporate reporting which focuses only on financial numbers unable to paint the full
picture of their respective firm’ value to both investors and stakeholders. In Asian
region, countries leading on IR adoption are Japan, China (IIRC, 2017), Sri Lanka
(Herath & Gunarathne, 2016), Malaysia (PWC, 2014) and India (IIRC, 2019). In Japan
particularly, IR has received wide adoption as a form of multi-capital reporting.
Japanese government has endorsed IR in addition to initiative from the companies.

In addition, in a report published in 2015 by the Japan’s Ministry of Economy,
Trade and Industry (MET]I), IR usage is recommended as a way to better communicate
Japanese companies’ value. As stated by Klynveld Peat Marwick Goerdeler (KPMG),
341 listed companies in Japan published IR as in 2017 (Alexis, 2019). Whereas, in
China the number of organisations adopted IR is still small despite the fact that IR has
received the backing of the Ministry of Finance. According to the Labrey (2019), the
chief strategy officer of the 1IRC at a conference in Malaysia in April, IR adoption is
picking up in the South-East Asia particularly Malaysia, where over 60 organisations
have now started publishing IR. That is almost double the number in two years back
and Labrey further estimates the number to rise to more than 100 organisations in the
coming year (Alexis, 2019). Meanwhile, the present study focuses only on some

particular firms’ headquarters in Asian-Pacific countries. The reason for that is solely



based on the fact that the IR evolution could be monitored better if dissipated between
regions (loana & Adriana, 2013). Malaysian capital market development blueprint
which is also known as Capital Market Masterplan 2 (CMP 2) in the year 2011 raised a
concern about the protection of governance and shareholders. Of which, these two
issues are the IR primary purpose. The blueprint of Security Commission Malaysia
(SC) on Corporate Governance (CG) under the “Disclosures and Transparency” section
revealed that Malaysia is pushing toward IR because the underlying principle of IR is
the same with the content of the blueprint that encourages non-financial information
disclosure (Wen & Yap Kiew Heong, 2017).

However, as noted by the Malaysia Institute of Accountants (MIA) and the
Association of Chartered Certified Accountants (ACCA) (2016), there is significant
progress in the IR concept, as the concept is essentially acknowledged among Malaysia
listed firms. Whereas Sridharan, the managing partner of Price Waterhouse Coopers
(PwC) Malaysia claimed that in spite of the fact that there is continuous increase in the
IR awareness among Malaysian firms, the disclosures were made simply to conform
with the statutory requirements instead of truly an implementation of the IR concept in
their respective reporting system (The Star, 2014). In addition, Jamal and Ghani (2016)
likewise discovered that there is non-compliance, moderate compliance, or low level of
compliance among the real property firms in Asia particularly Malaysia.

This means, in the Asian countries, IR practices among the firms still have a
very long way to go. As a result, there is still a very long way in attaining a satisfactory
level of IR in Asian countries. Thus, the present study tends to focus on assessment of
integrated reports among the Asian firms so as to provide insights on the practice of IR

in selected Asian countries.



1.3 MOTIVATION FOR THE STUDY

The evidence on growing interest (Stent & Dowler, 2015) and the importance attached
to IR around the globe suggest the need for more empirical evidences on the current IR
practices in an often-neglected region Asia. The increased demand in IR is due to the
need for non-financial information and IR is utilised as a tool to disclose the
connectivity and impact of non-financial information on financial information (De
Villiers et al., 2014). It shows the need to provide insights on IR practices of Asian firms
in response to the increasing interest in voluntary IR disclosures. The IIRC is
collaborating with The Prince’s Accounting for Sustainability Project (A4S), the
Association of International Certified Professional Accountants (AICPA) and the
World Bank among others to inculcate integrated thinking in corporate reporting (1IRC,
2018a) using the IIRF to respond to the needs of stakeholders. With the assumption that
IR practices is increasing and firms are gaining more insights in it (Stent & Dowler,
2015; Akhter & Ishihara, 2018), this will lead to higher quality of IR. Thus, the study
is motivated to embark on this research to examine the quality of integrated reports of
Asian firms from early issuance of the IIRF (December 2013) to the latest reports
available.

Other than Japan and Singapore, many countries in Asia are considered as
emerging economies. While, developed economies have shown great increased interest
on IR and many firms have adopted IR. Most of the studies are focused on developed
countries such as Stent and Dowler (2015) on firms in New Zealand, Sofian and
Dumitru (2017) on European companies, Akhter and Ishihara (2018) on UK companies,
Albertini (2019) IR among French firms. Whereas, Asian firms are less studied
(Adhariani & De Villiers, 2019). Furthermore, IR is at a very early stage (Stent &

Dowler, 2015) particularly in Asia (HKICS, 2016) and there is a strong need for



understanding the quality of IR and the gap between the current IR practices and the
IIRF proposed by the IIRC. Furthermore, stakeholders (external parties) use
annual/integrated reports and other online publications for decision making purposes,
whereas IR allows the investors to make better decisions on long-term prospects
(Serafeim, 21015). For better decision making, the information in annual/integrated
reports should be reported according to the needs of stakeholders and with a greater
quality of reported information to enhance decision usefulness as stakeholders need
decision-useful information (Eccles & Serafeim, 2014). Higher quality of information
published in annual/integrated reports will increase the decision usefulness (IASB,
2018; Van Beest, Braam & Boelens, 2009). Hence, the study is motivated to examine
the quality of information provided in annual/integrated reports in terms of being able
to improve the decision-making of stakeholders as the previous studies (Van Beest et
al., 2009; 1IRC, 2013; Stent & Dowler, 2015) suggest a greater demand for quality
information.

Lastly, Sun (2014. P1) states “IR is a journey and it will take more than one
reporting cycle to get there. As businesses start to use IR as a tool to better understand
the connections between key resources and relationships that contribute to their success,
and as a result make more informed decisions, the real value of integrated thinking and
the integrated report will be realized.” IR triggers a better assessment of performance
and changes in information. According to Sun (2014, p. 1) IR has improved the business
decision making. Thus, stakeholders demand higher quality of information in response
to their dissatisfaction of communicated information in prior corporate reporting tools
and practices (i.e. annual reports, CSR, SR) (Strong, 2014), it is clear that adoption of
IR leads organizations to understand and articulate the importance of IR for better

communication for the users of IR and improved information quality.



1.4 PROBLEM STATEMENT

In 2016, MIA and the ACCA conducted a survey and found that the adoption of IR in
Malaysia still at its infancy stage. Despite low level of the IR knowledge among the
preparers of corporate report and users of the reports in Malaysia, the IR knowledge is
increasing (MIA-ACCA, 2016). Similarly, countries in Southeast Asia such as
Singapore and Indonesia the level of IR knowledge is growing (ISCA-NUS, 2014). This
provides evidence that IR practice interest is growing among companies. Consequently,
there is a critical need for empirical evidence on IR practice as increasing number of
firms adopting IR on voluntary basis. Hence, the fact that IR is still voluntary raise an
important question on the quality of the information for companies embarking on IR.
According to De Villiers et al. (2014), IR is regularly seen as the next step in
social and environmental disclosures understanding the compliance to the IIRC is an
indication of the readiness of the companies around the globe. In 2016, the Centre for
Governance, Institution, and Organisations released a report, stated that the general
level of SR among the best 100 organisations in four ASEAN nations namely Malaysia,
Singapore Indonesia and Thailand were increasing since they perceived the significance
of non-financial disclosures. The report further stated despite the high quality of
disclosures, information on materiality are still missing (Lai, Melloni & Stacchezzini,
2017). In addition to that, despite the increasing number of companies adopting IR,
there are critical information missing from integrated reports such as materiality
determinants and process, risks associated with the strategies, information connectivity
among others (Stent & Dowler, 2015; Akhter & Ishihara, 2018). Accordingly, this urges
for empirical evidence on latest form of reporting whether the least disclosed

information in early stage of IR is still persistent or not.



