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1. Imtrodection

Recenily, the traditional reporting model presented othe company’s annanl report and sustninability report
seem fail te capiure the ecopomie effects on econmmic changes and business in o temely way ( Healy and Palepu,
2000 . Armaal repons geens o be more complex, clustered, smd less relevant to the ztakeboblders {Financial
Reparting Council, 200 1 Alivagh componies also provide non-fnancesl information, bad they do naod present
it in 0. mtegrated manner to encourage the chanehalder and other stikeholder’s understanding of the companies
(ECPMG, 20115, T better improve the corparate separting with the integration of financial and non-financial in-
formintson, Integmied Reporting 15 developed by The Intemutional Infegrated Reparting Coonel (IEC) (TR,
20033, Owr research is encovraged by the emsersion of integrised reporimg (IR ) 10 respond the stakebolder’™s
demand & it Bbecomes a dibated corporate repiating trend in the world,

Infegrated reportng as onew corpente repoming rend io the world presents s orpanizstion’s business model
amal value creation process, highlight these and dependence types of resources, enable stakeholders o evalu-
it 4 firm's ability to create value over the short, mediom, and long seem more cffectively, and assist users o
assgss firm bong-tenm viohility, therefore they con more effectively allocate scarce resounces.

Ltegrated Reporting (TR as an integrated thmking combines financial, secial, povemance, and nvironmenial
information mbto a single report (IR, 20133
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Some previous research oo 1R hes mainky focused on the analyss of IR mles and ebjectives (Brown and Dil-
land, 2004, Locthia, 2004, Dumay. egil, 2006, Yegera et al., 2018, Prodanova et al, 20207, the main issoes of
[R frarmewnrk (Abevsckeras, 2013, Higging, et al., 2014 ¢the relationship between imegated reporting and
sustainability disclosure (Adams, et al., 2016; Maas, b al., 2016; Gargia, et al., 2015}, and the determinanis of
IR adoption {van Bommel, 2014; Jensen and Berg, 2000 2; Zobiholloh, 20163,

Conversely, the reasearch on IR guility ssessment is quite searce [Mark ard Hajgi, 204; Losang and Yalen-
cia, M6}, Some research recamtky hove showed thot (1R ore still diffused searcely umong firns and when the
firme adopt { IR Wamework, it is nat fully apllied {de Yillers et ol., 2004; GREI 2013a), A study condusted by
Infernational Integrated Reporting Council (201 4) shawed that companies have a great inberest m (TR adoptsen,
Hewewer, they Faced difficultios and reluctante o flly adopt (LR Hrarsew ork, The reasons ane there is o much
confidertial infonmetion abeat the companes, 11 needs large amount of pesourses and there ane some echrical
prablems ingathering the data, Consegquenily, there e a bip issue related with { I Mramework s application anid
its quality thot attract both pcademmcs (Fstony, Songin, acd Bavagnol, 20018; Eccles and Kreus, 2014 Eocles
ard Seraficlin 201 5) and pracriioaes s inbesests (Ermst & Young, 20014, KPMG, 2002 Pwl, 2014},

Accardingly, this paper aims to examine the imegrated repor quality on European finms as the bigpest vedun-
fary {1Rjadopter in the warld, 111z then followed by theinvestigation whether there = an mmprovement or naot
of the imegraved reporting quaticy feom 2006 w0 2007, This 5 a quibe scarce wpic i the lnd@iure capecially
focus on (IR qualicy. ln term of quality assessment, s@e previous studies focus more on the Coarporate Secial
Responsibility (CSE) repont or sustainabilivy repon (PEtonl, Songinl, and BaGEgnaell, 2008}, Henee, we havie
referred to the previo@studics conducted by Hammond and Miles (2004}, Pistoni, Sengini, and Bavagneli
{2018}, and Intzgroied Reponing Framework established by Internationsl Integraisd Eeporting Council (HRC)
{2003} 10 develop 8 new seorlng franewerk amd i B consldensd more exiensive,

W have anialy zged 126 integroted reperis from &3 European fioms in 2006 amd 2007 denved from HRC oficial
datobase. To the best of author’s knowledge, this is the first soudy examining ibe integrated reporting guality
speaifically om Enmopean firms. The fist nesals show that Eunopean firms publshed a moderie quality of mie-
graied reports. Then, the secomd results feund that there i3 a partial ly signtficent morcase of idegrated meporting
punlity en European firms on 2006 o 2017, especiall v on the readlibality and elaricy of document and sontent
chement areos

Thes paper has sevend contobutions. Fimst, it ennches the literohre aspects related with the (IR kualiy. The
ressurchers develops o mwire exiensive monsurement & assess the integrated reporting guolsy and particulacly
focus on European fimma, Second, the research findings give a practical insight to the firmes, IR C, povemiments,
aved pelicy ookers, It owill help the firsim e eatoblish o borer integrimed report.

The remainder of this paper is organized as follo# Rl Section 2 provides the likralure oo integrated reporting
aeal its quolity asseesmant, It is then flkowed by sestion 2 presenting the reseanch feumework and mothodol-
opy. The fourth secrion discusses the findings. Finally, the kst sectien sumnsarizes the reaults and gives finol

mrrurl:;
1, Liternture Revies

The Infernaticnal Integrated Reporting Commeill (2003 defines Integrated Reporting {hercafter abbreviated as
<IR=) as * a process fourded o integrated thanking that resalls ina persodic meegrated report by an organi-
Fution about the volue erention overdime and reluted commonications regarding aspects of value creation,”
Infegratel report provides o concise imfprmation shout how the organization’s goemance, strutegy, and perfior-
mance lead fothe volue creation over the shom, mediom, ard kng term. The (IR iconcepts atiract the word lead-
ing carmpan ies to pein the [TRC pilot programime, for instance Unibever, Mecrosoft, Hyvundai ete. B20 (business
fisruwin advising the G20 governments) said that (IRpwill encourage corporate reporting more conducive for
shorchelders, poticulary on leng term investment (Pestont. Songimi, and Bavagneli, 2015}

Ehi




JOURNAL OF SECURITY AMD SUSTAINABILITY 1S5UIES
ISEN 2T T prisd [55M 20287025 onlme

In order to ensure the integrated report quality and % ochieve transparency nand comparability of the published
inbegraed reports amoeagst diferent companics, seven Guiding Principles are introduced in the IR Framewaodk.
It underfies the prepartion and presentation 8fintegrated report, inform the content and how it should be
reported. This guiding pringipbes comprise the strategss focus and Future enentation, the connectivity of mfor-
mutien, stkehalder relationship, materialitg, conciseness, reliability and completeness, and consstency and
comparabality ([TRC, 2013} The integrated vepodt also consists of eight condend elements that Rnkfie each pdher,
These coptent ¢lements also depend on the individual corcumistunces of compames, They are orgnnizafonal
averview and external envirenment, povemance, busiress model, nsk and opportunities, sirategy and resource
allocaten, performance, suibsok, and basiz of preparation and presentation (HRC. 20133, Under the { I)Frame-
work, arganisatons used these Centent Elements to expluin their umgue volue-careation process by providing
the link beoween these content elements, The business model, which 15 seen as “the cone ol the oroatlsacion”
(LR, 2013, p. 13), can be considened as e frst amd modi gignificans clement in assesdng a company’s value-
creation process. These conient elemems are then used in this paper 10 assess the integroted reporting quality.

There are o maln teeories faken e consldemation and givig maighl undebyving dee quallty of disclosune,
First, the proprictary cost theory sttes that compamics I their yoluntary disclosure because of the exist-
ence of disclosure cost, for instance data measurgment, communizafion and elpboration, and the diffusion of
oy s lrmegie nfoomailtn thar can give the advamages (or coomgetioes (Dye, 1986; Verecclila, 1990;
Wagenhover, 1990), Second, secording o the ageney theory, ithere are differences beiweoen shareholder need
for mformadion disclosure and manogeriil disclosare ineentives, Managers are particularly fsk-nverse and re-
luctant te provide more disclosune beeanse o high disclosure can escalabe sharcholder and stukchobder s ability
i |E:||:q11i|:||::|.1um | Mager, et al., 20035 Accordmg o Jemsen and Meckbling {1976, the demand tor dischmure
canerges from agency conflicts bemween monogers and outsiders, Previous studies found thet o voluntony disclo-
sure 15 usciud for companies (Welker, 195), especally to prosvide a higher volume of relevant information to
the pudsiders. Hence, it can diminish the informaotion asyminetries | Mare, et ol., 2007},

Eccles and Kraus (2014) suggested that it & not the absslute number of finms establishing the integrated report-
ing. but the {IRigualry that matiers. The integmated reporting guality implics the ﬁﬁpll:il:_l,r of (IR jo provide the
strategss eloment describing firm porfommance and value coeation process (Gasognand, o al, 20155, The effec-
tivencss of appying (1R Wramework will determine the vsefubiess of thess repors 10 investor, Some pravious
studdies found that even thoueh companees puhlished imegrated reports, they st implement the (1B ramework
anly pareally (Pistend, Songini, and Bavagnoli, 20023, This evidence calks the interest of practitioners and aca-
demies to change their perspective froan the type and guantity integrated repons owards the gualicy.

Some researchers viewed that a quality relates paniculary wiih the ability of corporaie report 1o explain the
strafegic elements nod to d&Erbe cormpanics performence and it valwe creation. Caregnani et al, (2015) said
thukn report’s qunlety limks ioomnltiple chametersties and information that should be ponlyeed ogether. *Oal-
ity reperting is not about rebiposly complymg with 0 framework, bt about approsching siralegic rpening
with the right mindset. [t's about taksg a longer-teem, broader, more operational perspective that w2l challenge
how companes think. operate, monitor and report perfonmance in 3 copnested woy™ (Pw, 20041 Therefore,
o quality sssessment is not relf@d o the quantity of information soly, but it covers a breader explanation
Some researchers said that firn disclogure should be informative and significant, comparable, understandable,
comprehensive, reliable, and avoilable ensily (Garsgnam et ol,, 2005). Uneman (200807 suppested shot it 55
nesessary to consider {8 contents.as o whelle to assess the report’s quality. Other chamctenistics include discho-
sure’s themses, oature, range of issues and styles, scope, time period, coverage, and location {Asel ecal., 20103:
Hacksiom and Milne, 19%6),

Some previeus studies proposed a number of guidelines have to assess the quality of sustainability repore. Ac-
cording to Hamrmond and Miles (2004} there are three main forms of asscssment approacthes | (1} formal moni-
tonng procedures conducted by professional seeting and mnking exercises; [ 2hawnrd schemes, to highlight ond
rewand best practices of corpocate reporting: and {3) scademie quality assessnrent by checking the quality of
cofpesrate disclasune using contenl anakvais. However, the previous studics did not reach a consensus on which

ay
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impsrtunt ibgms m assessing the voluntary disclosure’s quality, 11 s because of the difficulties o clearly define
the concept and ltems of diselosure, "When a study covers voluntary disclosure, tdeere is no predefined lst of
items, so it i5 necessory bo define o list that will be opplied to all of the comp@nies survered” (Ganegnani et al,
205, p. 5461 Therefore, the reseorchers usonlly vsed the list of ems from previous Itersiure and regulstory
tramewerk as well {Adhikari and Tondkar, | 992,

Emst & Young (2012} luncbed the Excellence i [ntegrated Report Awards, 1o mnalyzs the micgrated reporting
qualiny i Seutliffrica and promote 4 better quality and best practice of IR adoption. The HRC then in 2014
abio pasblished * Assurance on LR an exploration of issues’ 10 call the mierest particulany on guality aspects, The
Fmangial Reporting Coungil | 2014} ako publshed “Guidance on the Srategic Beport’, and focused on the qual-
ity ol corporate peporiing, espectaily s abilny o provide the straiegic clements o capiure tge flmn perfonmancs
ared value cresnon, The muin substantial 1sswes tound by the preveous research regarding with the integrated re-
parting quolity ane there is no connectivity amaeng the business model, strategy, performance, ond cwikeok. This
is dug fo the limited use of pictures and diagrams and 5 peor explanntion, There are alzo information paps in
sl areds sucl as stakebolder cngagement, matcelaliny process, e inadoquate of Busiboes oxd el descigsbea,
the completeness of information und limited verfication from thind pary (Eccles and Semfeim, 2015,

Reséaithers have examined busgried epeats expeckally for the Infomuten contenl, I the ouandalosy con-
iext in South Afric, Johannesburg Stock Exchange (SE) requires their listed companies 1o publish integraned
reparris o prowvision of ressons for not deing e, Himdley and Buve (20020 invesigoted the integried reporg
quality of mizing comnpanies on the JSE and rebted them o the complianee on Globsl Reporang Inifiative
(LR} gurdeline. They found that the companies compliznes Lo G standard have been impnoved simee the 15E
requirginent o prodogce mtegrated repens. YVan Syl (20013 also examined the integprated report guality of 15E
companies particulucly in sustarmabiliby sspect using the J5E Sustninability Indox. The findmgs showed that the
exient 1o which susturability component is integraded into o sirategy wos low during the first two yeams of
wtroducing (1R ks mandatory requiremeat,

Setiaet ol 1201 5) investigated nen-financiul disclosure of mtegrated report by ISE listed ciffipanies. The findings
suggested that there is an increased disclosure of information on human, natural eapital, social and relationship,
ared inteliectual capital, The ressarchers alsa fourd & groater increased in the quantity of rebational and social
disclosures compared to the other tvpes of ron-financinl copitals. Om anodher hand, Hage and Anitowose (20017)
abao impemented a sirmilar investigation, but they uaed a bigger sample derived from ISE listed companies and
including o three-year period after the introducion of the (TR as & mandatesy adoptiaon, The findings showed an
increaze m the humaon and intellectual coprtal disclosures, but a decrease m saciol aod relatiomshepe copral

[n the voluntary eosfext, Melloni (201 5) condwcted a sndy on infegrased reporta pabdished by TIRC Pilot Pro-
gram. She found that the infegrated reports hove a grenter emphasis an relationshep cipral mther thim strachiral
arel human capital, bur thens & limited quantiatve and forward-looking mformaotion For these coprtal, Stent
ard Dovwler {2005) also investigate the extent 1o whicl integrmied reporns proyvide information diselosure re-
lnded to Capials, Condent Elements ond Guiding Pringiples. The resesrcher used (TR proiotype framework o
amabyze the level of { TR dsclosure on the anmund repoerts of four best reporting firms in the New Zealand. Thay
used a checklist of 33 Hems covering the gix Capaaks, Content Elements and Guidimg Principbes. The findings
comghaded that a relatively small pup existed between integmted reposting amd current reporimge. The sampks
companies score is nihe range of TO0-87 per cent of the maximum checkhist score

A previeuws diudy conducted by Pistoot, Songini, and Bavagnili (2008 on |16 integeatsd report in 2003 and
20014 found that the quality of miegrated mports 1= low, The reseorchers used Getting Storted example from
HEC official wgbsite te gather the published ntegrated report. The low guality of integrated repont & due iv
the companies paid more atlention bo the fomn instead of the condent of the integraizd repons (ihe average total
seong n 2004 for Form is 3.5 compared with 2% for Contend ), Form aren consisted of (1) readibitty and ¢lur-
ity of the docurnent emplied in the presence of index, graphs, mbles, glossary, refemences W vanous secions of
the dsciement, and kyperink to exiernal sources, Arm wehsite of ober docuiments: {2) contisemems means e

Sir
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number of pages: and (3} secessility in erm of Hard-copy documents versus website accessibility. Thes low
quality may be due v the the finm decision w maore concentrate their effons on the eastier task, such as focas on
formispects and bave give limited effocts to improve: the content of imtegrated report, which requires substan-
{5l pesources fo adapt mlemol processes, eos, IT systems, ofe, The relevant sosts (both explics sad mmplicit)
sustained by (IR implementation was not adepuately covered by s benefits. Hence, 8 is oo costly to provide
an extensive diclosre gn inegrated report {Core, 2000 Waiks and Zimmserosan, 1986,

3. Hesewrh Method

The integrated reporter data weere collected Trom THRC database for the period of 2006 arad 2007, partalary Gor
ihe Ewropean firms enly, therefors there were 126 iptegrated repont o= the final sampde, [t is then codifled using
coment analvsis { Weber, 1990) by refornng aml improving the oode o the previous studies [Platenn, Songind,
and Bervagnoli, 2008 Sciani and Comiffenman, 2008) and Indernational [nggrated Reponing Frovoework 2003
cxtablished by the [IRC, We considered five arcas 1o be analveed 1) Clonciseness, 21 Aecesaibility, 1) Read-
ibility and clurity of document, 4) Belinbibtw, and 5} Content cbemend.

Taihle 1. Main featse ol the samplo 63 foms, 136 liem vear obsosiiom o 2006 aml 2007

Categnry Ity Total Percestnge
1 LS TR IE 17 Iy
I Mimng 7 1%
E Urilzies and Services 17 .
4 Finmnps 1 [
§ Caber 12 19
TOTAL i3 10

Sesrren D Frocessing, 2004

Table | depicts the final spmple used m this saudy. The biggest samiple is denived from manufacturing, ubilibes,
andl services companies. It & then folbewed by ether sectors and finanes companies. Table 2 below doseribos
the sconng area for content anabysis purposes. Realthality aspect only used sutegoricnl score { | ond 0}, however
ather seoring aren applied contmuons weabe. Previcus stodes corducted by Pisioni, Songmi, and Bavogroks
(2058, Hammond and Miles 20064) ard Sriani and Camifermnan (2018) wsed categorscal scone (0 and 17 and
continuows scale (L1, and 2}, respectively. Despite of dummey varmble, this moere comprehensive continuous
seale B wsed to grasp a more exleustive apabyais of the miegnted reponting quality by capiiring mare vanation
among the (1K yeporter, The detoiled desenpion of each scoring area are svailable below, except for detailed
coment elomsent is presested m Appendix 1.

Tabsde: B, Boanng mos

In2m Manber of Eoms Tvpe ool remge Sl oo
U isarmiss. | Sugile -4 Fl
Acesnhilily 1 Seale 115) 5
Bemihilny & clerey of documess 1 Seale 0LT)
Relahiliy r Cateponcal (0 azd 1) 1

Comtgnt ¢hirnmi 41 Soale 051 ITH1

Sescorvee Thila. Feiweeasing, 2004

The steps below is @ develop n scoring system to assees each nrea of integmited reperting gqualite. Quantitative
scales i dlemified (o measure cotmparative scode and allow a funther analysis (Milne @nd Adler, 1999} This
study develops a new scoring sistems that extensively applied in the previous research and validated in the ar-
cas of CSE ond sustwinbility (Gray et al., 1998 Romolion et al., 20043, ond accounting, particulorly m foancial
report’s disglosure {Botosan, 1997),

3l
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This study used 5 areas 1o be analyzed with:

1) Coneiseness with the moximum score of 4 when the componies published mieprated report less than 73
s Conciseness is consideres as an impoctant anca because (1R )aims todeliver & concie but comprehensive
repa a5 presented in table 3

2y Acceasibiling with the mesinmim geore of 5. available in tahle 4.

3) Bcadibality and clanity af decwmient with 7 os a maximum score. Thes uren 15 classthied as b, mediom, and
high Bevel of megmiion a8 explained inowble 5,

4 Ralinbilivy wrea presentad in whie 5, used cotegoriil scale (& and 1} implics the absense or presence of the
iterm A seone of 0 was given inthe case of the absenos of the iem, while oscore of | wis given il the item wos
included in the 1R docensat, The nmzinmom some for this area & 2.

5) Comtent element used more comprehensive cateporival scale compored o the previcus stiudies. Toeach dems
Wwias given a soore between O (absence) and 3 {very high), scconding (o the classifieation calegory presented in
Tabhle 7. There is 440 tems of content element (avakailakble m Appendix A), hence the maximum scorg achiev-
able =

Talda 3. Seomng aysiem e cireseniss

Snne Laesexipiam
I Notapplicable
| Moo fhan 125 pages
2 Froom §50-283 papes
i Fronm Th-1 50 pape
4 =T pags
Soweee [z Processimg, 3019
Tabde 4. Sconng system fnraccessitaling
Dl sexiplam
Mot applicable
Oy B gy odaammeinl

Ragaart pvailobde on the form webease only as FDF

Equn.rll_ﬂlhk i the frms websise as FIXF word file, sl

Rigerl is F:i.:hl:r acsussble. wer i selod e prefenenoe issuis s

Rogmrt is highly socassible, s cam sebis tee prefiennie fssmis’ soctions and oaale o persemlizal epon

|uh'ah LTl =‘§

Foweve: Dala Pooceuung, 2009

Takde &, Scoreg sy bor readialiny aind clamty of doreman

e [esomipiam
Ropart quile sl elar, theenoe of mn clanest (he com Beilitte reading sl commprehemson ol domest sach as mhle,
EEAs, Mciere, o
A o level of miegration, that & mformation is presenisd o sdo, with nof@Bencetions with other sectioes in the repor.
Drescriptiom mamly qlllltlﬁe_ e usé of graphe, wbles, and piciomes, stesmor ol gvsseyy imdes of the docmeni
A& o level of miegration, tha Eamiamuticn is presemied msdo, with ne comneziions weh sther seotions in the report
\Expscripticn mamly gualitan v, Adeqemite presesie of tables, grpls, and pichmes, bul wilh oy Few explanatan
A el e beve | of mgratan befasen sugpeitid cemens, Tor caample, S smtagy is linked 1o she perfoman:, Craphs,
4 isbles; nd picteres foolime cemprebescs of document, @xiensines el daium explanstion betwees nargive fline asd
ity syl
A moderate lowel of miegraison beraoen supgessod dlomens. for example, s simregy 18 linked 10 S0 perfarmangs, Crephs.
k] tehles, and pictmres Facilime compre eescon of documenst, exiensive eguil o eoplinstion between nanive flim and
praph bk, ard pey refirences 10 pwiber s o of documendt 5o avor] informaton redund ey
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A& high Teved of miggmiion, G conmple Vire poosd peg algraphes, sibles, aml piceees. ditaled index wath referesdes o
asather section of document 88 byperiiok 1o avocter docameni, fam wehsite, dc

& lagh level of miegmiion, & very pood liyout with index. graph, and iséles clearly coanecied wish s ve gaelisdve flow,
diimlod midex wh byperdmk and reioers o anoir sodiom of docummani

-

Sexvrrer T Prowvasing, 2009

Takle &, Searmp systiom for nelidmlily

Saro Dexnphon
] b prated repeet medtied by extemalindoposienl aodice
1 Aasrded inliprsed repon

Sexre Dea Frogvssing, 2089

Tahle T. Scormg s for combinl chimesd

Score Description
0 Cunted doment s
1 Cantasd clomeni prisosd, Bl poor descriprion
@ Contest dement presest. descniplaon mainhy based om some quanditmve infiemanton and oo supponed by of graphable
1 Cirnis closmeni. prososd, Eorlamoed diseription ol graph abde, quass sve and cualift so informalion
4 Eenieod demenl proet, good s detriled dewrption of prapheeble, geantitng d guadistiee infommstion

. Contest element presest, excelless and desiled descriplion of graph’ tahle. qumtitayve and qaalizive infornuiice, esing mmy
B i Reretices s hiypeslink refemrald io IR pulileliee infes’ secikis of documes

Sovice [kma Processing, 20149

Wi appliad a methadelogy woanalvee the SCOtes congisting of the steps bibow:

i D:acnhrg the whole sampie of 126 micgmied report for the pénod of 2006 and 20017 o grasp o general
vigw of the of the 1K quality in Evropean s, particulady o the five arcas that we akready identified
above;

il.  Comparing thérelative total scores far cach area by dividing total avernge score with the maximum score,
b investigote which oress were best tuken care and which arcas wers nof lsoked by the (1R reponier;

Observing the wend and comparme the average scores for the vear 2006 and 2017, amd examinng the stansical
sipnificance of the means differences | MeMNemar, 1947,

4, Hesult and Discussion

Ter analvee the qualicy of imegrawed repert in five differem aspects, this sudy presens firstly, fodings for the
averall sample of 126 micgmted reparts isswed m 2006 and 20107 by 63 European firma. 11 s then followed by
the investigatken of the difference of integrted report between 2006 and 2017,

A ..-l.ru-.b-:u'.l af the whole srmple

Table # depicts the analysis of the whole sample of 126 integrated reports. There = o high varinhabity for the
integruted report quality as desorhed by o substuntind difference score for ench section. The content element
shivws the highest different scooe depicted by the highest standard deviation (29.54) with the minimem seone oF
24 zmal the maxirman scare nf 158, This diference can be due to the dicretion given for the preparer to chocse
the items) elemends tobe presented m their mteorated reporis,

At a2 plance, rendibility and clarity of docoment received the highest attention from the preparer seith the pver
apre mone of 5,76 ang the mpxmom scare of 7, There i5 67 repons ot of 176 reports {33%) reach nhove the
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averuge seore, 1t meuns that those reports are 8 moderate kevel of integmition, for example, the striegy 15 linked
o the perfemmance. graphs, tables, and pictares facilitae comprehension of the available information. Hence,
it shows a moderate guality,

Then the second highest sitention i accessibility wnea with the average score of 2,63, Howewver, only 42 reporis
{33%) achieved above the average scare. Thes score imiplics tha those reponts ane available on tee firm website

as PDF formaot, word fle, ete. Hence, most of them (84 reports or 67 ) are gvnilable on the firm websie as
PDF forma only.

Tubde: H, Adalyst ol 5 mpeos

Sres Range Min Minx Aepm Smnd, Bew
Tulal cosimiss wenne 1= 4] 1 ] | 103
Total scovsaibil my soore -5 1 4 Ind LR
Toual readibiliy amd cliriy of docurmon -7 i 156 (B
Torail refalsliey scoue -2 a z [ K] 43
Tatal comtini whizren) siom 1118} T4 158 AR50 2954

Foawee: Dula Processieg, 2009

Among the four aspects, content element area get the lowest atieation from the preparer with the averags scone
ol #9560 and the maximum soede of 2000 It has the highest variability as well & captured by the highest devia-
tioa staiwdard with the minkmum scope of 24 and the maximum score achived B 138, There iz only 60 repons

out of 126 reports (45% ) reached the obove average seore, It means thod the nest of them =l have o limited (1R )
ebement dischosure.

As for the relinbility aspect, this study foard that o large mapority of the sampbe have been sudited exiemolly
{93%), There s no requirement from the [TRC thot integrated report should be andited by the externil miditor,
Howewer only a fifth of then, 16 ot of 126 indegrated meports, received awards for the inlegrated repon quakity

-

{21%). 1t means that there is conslerabls room for improvements of the Ane's integrmted repor guality,

Talile #. Belebildy iapwnd

Rediubiliny bl T YES T Tetal T
Exgernal musti i T 1n? i 12 1M
Aunardks o ™= 1] 213 135 1 HI*,

Roweee: [win Processizer, 2019

Also the content elerment area, the resulis saggest that in general, the content of integrated repon sl need 1o
be improvesd. There 15 0 high varisbility m eoch content elements ond poor desclosure presented by the pre-
parer. Table 9 shows that business model 15 the best-atlended arca obtaiing an average score of 17,60 out of
a muxmaum sere of A5, I is then followed by govemance with the average score of 1243 owr of o maximun
sepre of 25, The fiowest atlention & given o perfomancs aspect receiving an average score of [{0 15 owl of te
maximum s¢ore of 25, There 15 61 out of 126 reports {48%) mached obove the averags score, However, buse
ness model area still needs the anproverment as we can see that there = a high variahddity of diselogure among
thie fires, depbcted by a minimuom sgone of & avd the maximwm score of 340, Approximatedy a half of the reports
reached a score of 1764000 more {$6% o1 58 out of 126 imiegrated reports). Then, for the povemance onea, only
57 out of 126 {45%) miegrated reports peached a score of 12,43 or modne.
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Table 18, Corseni chemeni area

Content Element Hanue Nin May Wimin Stpnik Doy
L gz ot ioma | overview: & Dparting ponmeo 45 4 14 2011 fib
i irman ot 0-25 4 ) 12.43 3,12
Finess meaie] 0-35 4 H 171} [0
Bk arad oppomumiics -2 i it 412 in
Sty and resamriw alkecmon 0-25 | I 148 4%
Perfarmanse 0-25 | Hi 115 4.1
ik Ll 1 14 [ n] 2
Besis of preparating and presematios i i 4 330 im

Sevape Dot Processing, 3019

In light of these research findirms. we conclude thot the disclosure quality For the miegmted neport i European
firm on wyerage is a moderate guality os supported by the avermge =oore of 5,36 from readibility and clanty of
docamant For instance, the stmtegy is linked wo the performanee, graphs, wbles, and pictunes facilitate com-
prebension of the available information in the mtegrated report. Among the four aspects, more thon half of
the sample also pointed oub the hirhest attention to the readibiliby and clasity of documenis and sccessibality
aspercts, Howewair, the bowrast atteotien & given to the content elemsnt anea.

Accordingly, this sudy rejects hypatheses 1 stated that integrated reports published by Eoropean firms on
average show o low guality. This reseatch findings of mederate quality of integrated report is in Bine with the
two theenes alrsady explained before. First, the proprsetary cost theory states thar fimms limit their valimtary
dhisclosure beconse af the exisence of disclosure cost. for mstance the measurement of data, communisation
ansd elaboration, ard the diffusion of company’s srategic inforn@lion that can give the advantages for cempeti-
ors { Dve, 1986, Verrecchin, 159 Wagenbower, | 99 Second, aceording 1o agency theory, there s differences
between sharcholder need for information disclosore and manaperial dischosure incentrves, Firm manpgers
partcubarly risk-averse, @ reluctant to provide more disclosure because a high disclosure can escalaie share-
holder and stakelvobder s abelity o discipline them (Mager, et al, 203},

W did nat cabeulated a tofal zcore of all aress, becavse of the mdependence and heterageneity of the five areas
inspected and the difference of the measurément scales as well Thizse difference would encourage a bias and
unclear inferpretation. For exomple, the accessibiliy area with the maximum score of 5, would be undermepre-
semvied 10 A Evdnl score ranging from @ to 200 made up from the total scome of content element aren.

4.2, Trend aualpsiv in 2006 and 2007

This section provides the examinateon of the integrated report’s trenid trom 2006 to 20T separotely tor each
area Table 10 shows the results of paired smple Hes for integroted repont in 2006 and 2007 in 5 areos: con-
ciseneas, accessibility, readihviliy and clarity of document, reliability, and content element. The results of ac-
eesability and mlabiliy nspects are simikar for 2006 and 20017 as depicted by the same seore in those years (oo
changgis statistically significont), Although there &= an smoll merease of .07 of conciseness area, this study
found a statiztically ot significant as & resulis from s-paired somple t-test, from 2006 (mean= 2197 to 2007
{mean= .74} p-value = 085 {iwo-tailed},

An mteresteng result are found 1o the reacibilety and ckanty and content elemsent anca that show a statsstcalby stg-
neflcant pesulbl, Besdibilety and clarity's seone mereased froom 2006 {mein= 26511020017 (mean= 5.29), p-vriue=
{1461 {two-tagled}. [t implies that on overage, there & improvement of the publshed integrated report from a lew
level of imegrapon of a bow integraced report guadiny to moderate quality, A ow level of miegratioa in 20014 heve
meeans that here 13 pe cennecion with gther sections of mformation presental by the otegrated meport, They
used muinly sualitative: analysis and few graphs, table. and pictures with a limited explmation. Then, im 2007,
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fhere is a significant mprovement to be o moderate quality, This imples the firms improve the integration of
sugoested elements, for instance, the soraegy i linked 1o the performanee. Graphs, ables, and pictones facilivate
comprehension of document. 1t iz alse supported with an extensive) equilibnum explnation between marative
few and gruph'table, and ooy references 1o ancther section of document to aveid information redumsdoney.

n the content element area, these i also a statistically significant inceease of 303 as doseribed in table 11 be-
low' Erom 2006 {means= 56,79} 1o 2007 {means= $6, 790 to 2017 { means= 91,83}, p-valie = 0080 {two-tntled )
[t implies that there s Enprovements for integrated repodt guality pateewlardy in the content elament anea. This
result iy then described more brietly in table 12,

Table 1L Treind analvss of s <0orihg eea

il X7 Toln. 2017
hrea
Average Average Average v

o s s 180 el ] | oz (]
hcersshihiy ed 2as Bl (e
Beaditil iy sod clmrity el 51 R alE
Raliahility L5 1] 1w €10 [ M3
Cunid elemen| i 1 A2 Lyees i

pvalue of pinad mmmpk Bl -t (RS, Tt demine spniteame w05 00, e 0G0 level

Sowrce: Dl Prodessing, 2009

Tubke 17, provides the empincal findings of epch content element analvsis, All inall, 5 out of & pars of content
elemenis are statistically significant. They are orgontmtional overview and operating condext (o increas: of
b, p-vnilae= 005), governanes [an mereaze of .71, pevafue = L0000, business model {an incoease of 085,
p-verfae= 0 RN, misk ond opportumitics (un increase of 097, p-vadee= 08, and performance anen an increase
of 06T, p-vdwe = 001 Howewer, the resuits are nol signaficant for seme angas, tor instance, stmtegy and re-
source allocation, owtleok, and basas of preparaticen and presentation,

Table 13 Trenil malyvsisof cosseni elomami ares

) Iain 2017 I0l6-2017
Content Elesnemi
AT Averge Averag T e
Chipemiciwenl mverviow & apunilng casgex] 1045 D34 g Q05
Lo prmancE 1Xn [ LTy CLLE
Blusizoss mnodel 1785 1) (LRE== AlEy
Risdi mnd opgoriunincs ET a7 pay== (1t
Siralcpy o] sesomos wlkocmion IOLR | il 05z oo
P LT | i 41 fig=== o
(RTTH S S il fi 44 04 M
Hazispreparmtion & (e enistion 3.1 54 (WL} .12
pevilue of piimsd semphe Sl fwe-Galed, *®°, R0 e chemiee spniicaeee o 05 10 e 001 level

Sowpree: [hala Prodgssicg, X19

At i glonge, we ohserved thi the highest inerease of content dlement i business model disclosure, This finding
suggisied that the Ewropean fimms pay more anterdion to iwaprove their value creation disclodure then desorihe
therm i the bisivess model a3 a core clemest of the integrated report, They also presentod their business input,
prowess, owpet, and owtcome more cheorly and comprehensively in 2017 compared 1o 2016 Altough the ef-
fartz b improve the content of integrabed report requires substantinl resources, for instance, to @dapt internol
processes, oot 1T svsiems, ete, this agnificant increase means that the fiems perceived that the relevant costg
{both explicit and mphicit) sustained by (1R mpkmentation was ndeguately coverad by s benefits,
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According to these research findings for this & oreas, hence we conclude that there is an pastiol increass of mie-
grated reporting quality of Ewropean firms firor 2006 we 2007, This increased is occwred i 2 aspecis, namely
rendibility and clarity of documents and conient clement aren os o whele, Therefore, the hypotheses 2 states
thit the integroted reporiing gquality of Bumopesn firms improves From 2004 o 200 7 is parially accepted. Thes
finding is inhoe with the agency theory stating that the demand for discloure enserges from agency conflict
hetween managers ard cutsiders. Veluntary diselosure is useful for companies (Wellker, 19%5), especially to
provide the higher volsme of relevant informition to the outaders, hence it con diminish the informaton 2sym-
metrbes [ Mana, of al., 200 7).

W did nod caboulated o total scome of the smale areas, because of the independence nad heterogeneity of the
five areas Inspecied and the difference of the measurement scales as well, Tlesg ditTerence would encmrage 3
digtorted and unclear merpretatken. For instance, the conciseness area with the maximum score of 4, would be
undermepresented in ook score ranging from 0 to 200 made up froan ibe total score of content element araa,

& Conglusions

The alms of this research i3 (o asess the tegrated report quality oo BEuregean fimms. The buerational (1R)
Cramewerk and previous studies are wsed o lmprove 4 sconng scheme wang contenl walyels This reseanch
usenl 5 scaring orea for qauliy assessoend, namely conciseness, readibility and clarivy of documeni, necessibil-
ity, refinbilety, and combend clement area. [t is then wsed to examine the implementation of (1R framewock i
sumple conpanics (63 Furopean Grms mthe penod of 20048 and 2007} and the changes, 8 any;, from 200146 to
20T,

The first resulits shew's that Eurvpean firmes published o moderate quality of integmted report. Heece, hypothesis
| stated that integrats] reports publishaed by Burapean finms on average show a low quality is notaceepied. The
segond reults suggested that there is o porteally significant meresse of integrated report guality oo European
firms an 24616 to 2007, pariculady For readibibity and clariiy of document and content elemeant orea. Hence,
hwpothesis 2 stated that the integrated reperting quality of Evropoan firms improves from 2006 fo 2007 s par-
tEally aecepted, This meearch contributes particubarly to the mste comprebensive sconng schems for 5 areas,
cxpecilly for content element. comparzed ke the previous stady. It nkso pives the msight for the (TR adepder,
IR, ansd povemment as well regarding with the integrated eporting inplemencition.

Thes stady has some Imiations becpuse of a himited sample ficusmg on Evropesn firms anby, The second
Imitation ks that, thers &= a srbgectivityin conductimg content analbysis e assess the infegrated reporting quality
Begarding with these frmitatioos, the future research can try to inceesse their sample, investigaie the different
quality of integrated report on esch sector and region, and develop more comprehensive scoring scheme for
gunlety aszessment of inkepmated repar,
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