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Abstract

An effective disclosure of corporate information has increasingly becoming more critical as the
world market begins a long shift toward a higher share of market-based financing. In the future, IR is
expected to play a bigger role in promoting understanding of interdependencies between various capitals
that a company has and support integrated thinking, decision-making and actions that focus on the creation
of value over the short, medium and long term. Motivated by the gap among prior IR related studies
particularly the one conducted within Southeast Asian region, this study provides evidence, through content
analysis, on the extent of IR information being reported by the top 60 (30 each) Malaysian and Singapore
public listed companies. The evidence suggests that public listed companies in both countries have
incorporated some elements of IR in their annual report with each country focuses on different elements of
IR. Despite Singapore being a pioneer in IR within Southeast Asian region, the results show there is no
significant difference between these two countries when it comes to the IR information presented in their

companies’ reports.
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1. Introduction

In recent decades, concerns have been raised on the adequacy of the traditional financial reporting
practices in meeting various information needs of the stakeholders (Adams, Fries, & Simnet, 2011; Cohen,
Holder-Webb, Nath, & Wood, 2012). As a result, new reporting requirements have continuously being
introduced through a series of laws, regulations, standards, codes, guidelines and stock exchange listing
requirements (Frias-Aceituno, Rodriguez-Ariza, & Garcia-Sanchez, 2013). One significant outcome of
these ongoing changes in the reporting requirement is the birth of nonfinancial reporting focusing
specifically on the reporting of sustainability information. Sustainability reporting commonly referred as
corporate social responsibility (CSR) reporting has evolved significantly with some companies have gone
to the extent of producing a separate report on their CSR activities while others opted for only a section of
their annual report. With the growing popularity of CSR report, the volume of disclosure related to non-
financial information is expected to increase rapidly over the last decade and will continue to increase in
the future (Aras & Crowther, 2009).

Unfortunately, many of these reports have disclosed disconnected information leading to disclosure
gaps and confusion that eventually affects stakeholders’ decision-making (Frias-Aceituno et al., 2013).
Criticism on the decision usefulness of sustainability data for investors including the inability of placing
the data in the context of companies’ strategy and business model, the lack of a link to financial issues and
the lack of materiality assessment of the different sustainability issues have been raised. To tackle these
criticisms and as part of their efforts to meeting the needs of their stakeholders, some leading companies
have started to combine all of their reports into a single report i.e. integrated report or IR (Eccles & Kruz,
2010). According to the International Integrated Reporting Council (IIRC), IR provides a broader
explanation of performance, highlighting a company access to resources, its dependence on how they are

used, the impact and their relationship with other forms of capital (1IRC, 2011, p8).

IIRC (2013, p. 7) defines IR as:

“A concise communication about how an organization’s strategy, governance, performance and
prospects, in the context of its external environment, lead to the creation of value over the short, medium
and long term”

It aims, among others, at promoting understanding of interdependencies between various capitals
that a company has and support integrated thinking, decision-making and actions that focus on the creation
of value over the short, medium and long term (IIRC, 2013).

IR is claimed as the latest innovation of reporting that raises new challenges to the companies as the
information is expected to be tied closely to companies’ strategy and value creation process (Stubbs and
Higgins, 2014). To ease the implementation of IR, I1IRC, a global coalition of regulators, investors,
companies, standard setters, the accounting profession and non-governmental organization responsible in
establishing IR and thinking within mainstream business practice has developed an IR framework. IIRC is
also creating networks around the world to help participating countries transform not only the way they
report but also the way they think and act. At countries' level, South Africa is championing the road to the

full implementation of IR by being the first country in the world to make it compulsory for its public listed
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companies to implement IR. With the establishment of Integrated Reporting Committee of South Africa in
May 2010, King Il report on Code of Governance Principles was released and consequently led to the
requirement for all of South African public listed companies to issue an IR in the future (1IRC, 2013).

IR in Southeast Asian region is still very much in its infancy stage. Despite its infancy stage, several
Southeast Asian countries have started their move towards IR. Malaysia, for example, have seen several
of its top public listed companies expressing their intention of adopting IR. Even though the current stand
of Malaysian stock exchange, Bursa Malaysia, is that IR will be market led, an Integrated Reporting
Steering Committee (IRSC) was established within the Malaysian Institute of Accountants (MIA) on 18
December 2014 upon the recommendation of the Securities Commission of Malaysia. The Committee
focuses on creating the awareness and promoting IR in Malaysia. While the implementation of IR will not
be made mandatory, at least in the near future, the regulatory body of Malaysia has shown a positive attitude
towards IR and will be more likely to continue its efforts in encouraging all Malaysian public listed
companies to adopt it. With several top public listed companies in Malaysia have expressed their intention
of adopting IR, it is expected that more companies will take serious efforts on this matter.

Another country that is currently active in promoting IR is Singapore. Within the setting of Southeast
Asian region, Singapore is seen as the pioneer of IR as it is the only Southeast Asian country joining the
Pilot Programme of IIRC. The country has also established the Institute of Singapore Chartered
Accountants (ISCA) Integrated Reporting Steering Committee, or IRSC in short, in 2013 to raise awareness
and understanding of IR as well as to play a leading role in influencing and shaping the development of the
IR Framework in Singapore. At that time, the establishment of IRSC is the first of its kind in the region,
making Singapore the leader in IR implementation in Southeast Asia region.

With this growing interest of IR in the Southeast Asia region, this present study aims to provide
insights on the existence (or not) as well as potential gaps that exist in the current corporate report of top
public listed companies, by market capitalization, in Malaysia and Singapore. Two sets of IR checklist,
representing the content element and guidance principle of IR has been constructed based on the IIRC’s
framework and is used to identify the existence of IR related element in the annual reports of Malaysian
and Singapore public listed companies.

2. Problem Statement

The establishment of IRSC within both Malaysian and Singapore setting indicates a substantial
support from their regulators and professional bodies. This is no surprise given that the world has started
to shift towards a higher share of market-based financing and it is the role of regulators to protect the interest
of all stakeholders involve. The legitimacy of IR is that it can be seen as focusing on the importance of
seeking symbolic fit or “doing the right thing” in the eyes of society or stakeholders (van Bommel, 2014).
It is acknowledged that the traditional financial reporting practices focus more on economic and financial
information and that the increase of public awareness on social and environmental problems has forced
companies to also document their sustainability agenda in their corporate reports (Horrach & Socia-Salva,
2011). However, current presentation of this sustainable information has been seen as separated from the
financial aspect of the companies implying the lack of dependency of this information within a company

(Jensen & Berg, 2011). Therefore, the publication of a single report combining global financial statements,
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social and governance reports and other key elements, in order to present a more holistic picture of the
business, as offered by IR, is seen to be doing the right thing. Such information is claimed to be able to
fulfil the needs of the stakeholders in their decision making process (Vancity, 2005). Most importantly, it
is claimed as to be able to provide solution to investors and other stakeholders in achieving accurate
valuation of a company’s value amidst the ever increasing amount of information disclosed by the
companies (Hutton, 2004).

With the pressure given by the government/public for companies to take measures in educating and
communicating to the public changes that have been made and reporting becoming a mean to legitimize
action taken by companies, companies are now expected to transform their corporate reporting into IR. This
has led to an apparent link between accounting research and legitimacy theory that revolves around
companies transformation into IR.

It is notable, however, research on IR is still at its infancy stage as compared to research on
sustainability reporting. Much of the research is also focusing more on stakeholders’ perspective instead of
looking at the actual implementation of IR at companies’ level (see for example van Bommel, 2014;
Rensburg & Botha, 2013). Frias-Aceituno et al. 2013), is among few studies conducted from the perspective
of the companies. Using 750 international companies’ reports from year 2008 until 2010 as their samples,
the study examined the effect of the legal system on the development of IR. Their findings show that
companies located in countries with civil law and have high low and order indices, have more chances to
produce a broad range of IR report, thus favouring decision-making by the different stakeholders.

To the knowledge of this present study, there has been very limited studies conducted within the
context of Southeast Asian counties. Sigh, Sze Wei, and Kaur (2012) is an example of IR study that has
considered Malaysia as one of their research setting. The study, however, only provides a regulatory review
on IR between developed and developing countries, which includes Malaysia. Another major study
conducted within the setting of Malaysia and Singapore is a study conducted by KPMG and National
University of Singapore (NUS) in year 2015. As compared to Sigh et al. (2012), KPMG and NUS (2015),
study provides a much focus analysis on companies in Asian Pacific setting, which includes Malaysia and
Singapore. The study provides meaningful evidence to suggest that Asian Pacific companies that adopt IR
as a mean to address the gap in traditional reporting are associated with better capital market performance
(KPMG and NUS, 2015).

The KPMG and NUS (2015) study has provided a good basis for future research on IR in Southeast
Asia setting. However, more research is needed to analyse the extent of which IR has been implemented,
particularly among the early adopters of IR. Therefore, taking into consideration the growing importance
of IR in Malaysia and Singapore, and the lack of study on IR within Southeast Asia setting, it is the aim of
this present study to provide an in-depth analysis on the existence of IR related element in the annual report
of Malaysian and Singapore public listed companies, respectively. Additionally, this study will also
analyse, whether or not, there is significant difference between companies from these two countries that
have both expressed their support on the implementation of IR. Singapore, in particular, as compared to
Malaysia, is one of the countries that have been included as part of IR pilot project. Therefore, it would be
interesting to know where Malaysian companies stand as oppose to Singapore companies when it comes to
IR.
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3. Research Questions
Taking into consideration the gap identified in the existing literature, the following are research
questions for this present study:
= To what extent present corporate reports of Malaysian and Singapore companies consistent with
the proposed IR framework?
= Isthere any significance difference, within the context of IR framework, between Malaysian and

Singapore companies’ corporate reports?

4. Purpose of the Study
The objectives of this study are:
= To analyse the extent of which Malaysian and Singapore companies’ corporate reports consistent
with the proposed IR framework.
= To examine whether or not there is significance difference, within the context of IR framework,

between what is currently reported by Malaysian and Singapore companies.

5. Research Methods

The study focuses on the IR practices of 30 largest companies ranked by market capitalization listed
on Malaysia and Singapore stock exchange, respectively. The decision to choose only 30 of the largest
Malaysian and Singaporean companies consistent with the view proposed by Guthrie, Petty, and Ricceri
(2006). Guthrie et al. (2006) claim that large companies have the financial resources needed to be more
advanced and innovative which eventually enhance their capabilities to improve their corporate reports.
The year 2016 was chosen to be the latest corporate reports, particularly annual reports, available at the
time this study was conducted. The reports are considered as appropriate tools to measure the comparative
position and trends of information between these countries. Annual reports were obtained from the Bursa
Malaysia and Singapore Exchange website. This is largely contributed by the fact that all annual reports
are mandatory to be produced annually. IR related elements are examined in the annual reports of a total of
60 companies through content analysis. The use of content analysis to access the IR practices of the
companies is justified. Mouton (2005) asserts that content analysis can be used to analyse documents and
reports according to the content categories based on the rules of coding. The following content analysis
guidelines were used for the purpose of coding the integrated reporting and traditional sustainability report
practices (refer Table I).

Table 01. Decision rule

Fully Disclosed Not Disclosed
If the item fully disclosed the item is marked as 1 | If the item not disclosed the item is marked as 0

Adopting the approach used by KPMG and NUS (2015) study, the IR related elements were divided
into two sets of index i.e. content element and guiding principles (refer to Table 02 and Table 03). All
indicators listed under these two elements were extracted from the IIRC Integrated Reporting Framework

and are expected to govern the overall content of an IR report. As stipulated by the 1IRC (2013), guiding
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principles will help to strengthen the preparation of an integrated report by providing guideline on how the

IR information should be presented while content elements prescribe a list of key IR categories that are

expected to be disclosed in an IR report.

Table 02. Content elements (Adopted from KPMG and NUS, 2015)

Content Elements

Disclosure indicators

Organisational overview and
external environment

Mission and vision; Principle activities; Competitive landscape; Macro
environment

Business model

Key inputs and outputs; Business activities; Outcomes

Outlook

Expected future trends; Impact of trends; Contingencies

Basis of preparation and
presentation

Reporting boundary; Materiality rule; Preparers and internal processes

Strategy and resource
allocation

Strategic objectives; Strategies to achieve goals; Resource allocation;
Progress measures

Risks and opportunities

Risk management philosophy; Risk and opportunity identification;
Risk and opportunity assessment; Risk mitigation

Governance

Board structure; Compliance of CG code; Board and Executive
Compensation; Shareholders; Related party transactions

Performance

Financial capital; Social and relationship capital; Human capital;
Intellectual capital; Manufactured capital; Natural capital

Table 03. Guiding principles (Adopted from KPMG and NUS, 2015)

Guiding Principles

Disclosure Indicators

Strategic focus and future
orientation

Strategy; Risks and opportunities; Current performance; Future outlook;
Targets

Connectivity of
information

Past, present and future performance; Financial and non-financial
information; Qualitative and quantitative information

Stakeholder relationships

Engagement; Transparency and accountability; Stewardship
responsibilities

Materiality

Materiality determination process; ldentify relevant matters; Evaluate
and prioritizing important matters; Determine information to disclose;
Reporting boundary; Financial reporting entity; Risks, opportunities and
outcomes

Conciseness

Detailed information; Express concepts; Favours plain language

Reliability and
completeness

Reliability; Balance; Freedom from material error; Completeness;
Cost/Benefit; Competitive advantage; Future oriented information

Consistency and

comparability

Reporting policies; Industry benchmarks; Indicators industry body;
Ratios

6. Findings

A total of 8 content elements and 7 guiding principles have been identified and analysed with each
elements contents a set of indicators that are expected to be found in the IR report. Figure 01 and Figure 02
describe average percentage (out of total numbers of indicators listed) found for each elements. As
expected, both countries have shown evidence that some of the basic elements of IR framework have
already being embedded in their companies’ annual report with none of the countries score ‘0’ for each of

the IR elements.
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Organisational Overview and External N 5%
Environment I 58%

Figure 01. Extent of IR reporting — Content elements

Looking at categories of information being reported by companies from both countries, information
on governance and risk seem to be the most reported items with Malaysian companies scoring the highest
at 85 and 84 percent respectively. Higher scores shown by companies from both countries could be
attributed by the fact that these are items that are commonly reported under the code of corporate
governance (CCG). On the other hand, as these are items that are commonly falls under the mandatory
requirement of CCG, this may impose question on why the score has not reached 100 percent. Additionally,
element that requires companies to explain basis of their preparation and presentation also seems to score
the lowest for both countries with 21 and 31 percent each indicating lack of willingness to illustrate how
concept such as materiality being implemented in preparing the reports.

Figure 02 also shows that each country has their own strength and weaknesses with each dominating
four (out of eight) of the content elements. Malaysian companies outweigh Singapore companies in
disclosure categories such as organization overview, outlook, risk and opportunities and governance.
Singapore, on the other hand, seems to perform better than Malaysia for elements like business model, basis
of preparation, strategy and resource allocation and performance. However, when it comes to following the
guiding principle, Singapore companies have illustrated better performance than Malaysia with five of the
elements (out of seven) showing higher percentage as compared to the Malaysian companies. Malaysia
only manages to score higher when it comes to maintaining stakeholders’ relationship and making sure

their reports stay focus on their strategic direction and future oriented.
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Figure 02. Extent of IR reporting — guiding principles

The mix results shown by the two countries provide assurance that despite Singapore is the pioneer

of IR in Southeast Asia region, Malaysian companies are not very far behind from what is expected under

IR. To further support this claim, a test of difference was conducted to see whether or not there is

significance difference between what have been reported by Malaysian companies and the Singapore

companies. Different set of tests were conducted for each element depending on normality of the data.

Table 04. Mean rank for content elements

Ranks
Country N Mean Rank | Sum of Ranks
Malaysia 30 28.23 847.00
ContentElement_IR Singapore 30 32.77 983.00
Total 60

Table 05. Test of statistic for content elements

Test Statistics?
ContentElement_IR
Mann-Whitney U 382.000
Wilcoxon W 847.000
z -1.011
Asymp. Sig. (2-tailed) 0.312

a. Grouping Variable: Country
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Table 06. Independent T-test for guiding principles

Levene's Test for

Equality of T-test for Equality of Means
Variances
5 :
Sig. Std. 95% Confidence
. Mean Interval of the
F Sig. t df (- Diff Error Difference
tailed) ' Diff.

Lower Upper

Equal
variances | 0.219 0.643 2.021 | 33 0.051 3.73333 [1.84738 | -0.02518 | 7.49185
assumed
Equal

variances
not

assumed

2.385 | 6.320 0.052 3.73333 [1.56531 | -0.05028 | 7.51695

Table 04 and Table 05 show a nonparametric test of Mann-Whitney test conducted for the content
elements. The results show there is no significant difference between Malaysia and Singapore when it
comes to category of IR information provided (p>0.05). Consistent with this result, an independent t-test
conducted for the guiding principles also show non-significant results with p values more than 0.05 (Table
06). It is worth to note, however, that the p value of the guiding principle’s independent t-test is moving
closer to the 0.05 value indicating a potential differences between the two. This support earlier findings
showing Singapore companies dominating five of the guiding principles as compared to only two by
Malaysian companies.

The non-significant difference between the two countries could be attributed by the fact that both
countries have not make it compulsory for their companies to implement IR. Additionally, the freedom to
implement IR enjoyed by their public listed companies could also explain why there is no standardised
focus of IR exhibited by the two countries. While the lack of focus on certain IR indicators do not provide
indication that one is better than another, it is possible that this is due to differences in the culture or
direction adopted by respective countries. Factors leading to these difference can be a potential research

area that is worth looking at to provide further understanding on the IR practices in these two countries.

7. Conclusion

The aim of this study has been to provide insights on the extent of IR related elements in the 60
public listed companies of Malaysia and Singapore (30 companies each) as well as to see whether or not
there is significant difference between these two countries when it comes to IR. The findings of both
countries validate the claim that the countries are encouraging their public listed companies to implement
IR. On the other hand, the findings also indicate there are differences in the way each of the company
reports each of the IR elements with each company focusing on different type of elements. The difference
could suggest future research looking at factors leading to these differences. Nonetheless, it is important to
highlight that while the findings cannot be generalized, due to the small sample size, this study has provided
evidence that there is no significant difference between Malaysia and Singapore when it comes to the extent

of IR information found in their respective companies’ annual report. Additionally, the findings also
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provide practical indication to Malaysian and Singapore regulators that converting into IR is not something
that is impossible to achieve. It is the role of the regulators to facilitate further provision of such
transformation without compromising the need of various parties including the companies. One of the
limitation of this study is that it only covers two countries leading to smaller sample size. The study could
be further extended to a larger sample size with representatives from other Southeast Asian countries who

have also expressed their intention to convert to IR.
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