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firm value between the two groups, with IR Adopters showing
higher variability despite lower average values. The findings
indicate that IRs negatively impact firm value among IR Adopters,
while the effect is insignificant for non-IR adopters. SP
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1. INTRODUCTION

Integrated reporting merges critical insight into a strategy of corporation, corporate governance, and
the future potential of the company which indicate a significant evolution in corporate reporting since the
emergence of IIRC framework in 2010 and formal adoption in 2013 (Kili¢ & Kuzey,2018). This evolution,
attracting global scrutiny from scholars such as De Villiers et al. (2020) and noted increases in adoption in
developing regions by Navarrete-Oyarce et al. (2022), signifies a shift towards a more inclusive reporting
mechanism. By amalgamating diverse data streams, financial, social, and environmental, IR addresses the
informational gap identified by Adams et al. (2011), Eccles and Krzus (2010), and further critiques the
traditional reporting model's inadequacies in capturing the full spectrum of corporate performance as
argued by Haji and Ghazali (2013) and Silvestri et al. (2017). As a strategic tool for overcoming these
reporting challenges, IR has been advocated by Camodeca et al. (2018), demonstrating its superiority over
conventional methods by effectively consolidating financial with non-financial data, an aspect further
emphasized by Lok and Phua (2021) for its enhanced communicative value.

The IIRC framework aims to unify the financial as well as the non-financial data, offering a detailed
view of a firm's capabilities (Lee & Yeo, 2016). (2010) also reveal that the IIRC framework is not just a
reporting mechanism but a strategic asset, enhancing stakeholder relationships, reducing information gaps,
and building trust. Additionally, (2014); Adams et al. (2016) stated that the IIRC framework promotes
transparency and risk management by providing a thorough insight into organisational performance. It
also streamlines communication of vital information (Vitolla et al., 2019a; Nwachukwu, 2021).
Furthermore, it ties the quality of reporting to internal value generation, offering a more accurate
performance representation by integrating financial and non-financial disclosure (Minutiello &
Tettamanzi, 2022).

Integrated reporting and firm value, a crucial indicator of a company's value, are closely related.
Investor expectations regarding future performance, risk, growth, and other aspects of the company are
reflected in firm value. It is possible to view increasing corporate value as the primary objective for
shareholders. The idea that investors and other stakeholders' perceptions of a company can be influenced
by more comprehensive and transparent information about its performance is reflected in firm value and
integrated reporting. Businesses may foster greater trust and encourage wiser investing choices by offering
more thorough information. Furthermore, a reporting model is helpful if it successfully delivers the
thorough information that stakeholders require (Garcia-Sanchez et al., 2020). Research done by Lee and
Yeo (2016); Barth et al, (2017) particularly in mandatory reporting contexts like South Africa, indicates a
positive relationship in the midst of integrated reporting upon firm value. However, gaps in understanding
remain in voluntary settings like Indonesia, underscoring the need for further investigation (Garcia-
Sanchez et al., 2020).

Most currently available literature focuses on countries where integrated reporting is mandatory.
Hence, more information should be given regarding its effects in voluntary reporting environments
(Rinaldi et al., 2018). In the context of Indonesia, a developing nation with voluntary integrated reporting
adoption, this research secks to advance our understanding of how integrated reporting impacts firm
value. Additionally, it explores the interplay between integrated reporting, firm value, and stock prices,
contributing valuable insights to this field of study. A vital indicator of a company's success and worth
that investors, financial experts, and the market extensively use is its stock price (Malkiel, 2003). A low
stock price may indicate internal problems or uncertainty that could reduce the company's value.
Contrarily, a high stock price can represent the assessment of the market’s optimism toward a company’s
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prospect (Malkiel, 2003). Based on Copeland et al. (2014), there is a positive correlation between stock
price and firm value, with rising stock price frequently reflecting on rising firm value and vice versa.
Integrated reporting can increase a company's value by giving the matket access to more pertinent
information (Eccles & Krzus, 2010).

Enhancing trust and enhancing the market's perception of a company's value can lead to an uptick in
its stock price when the integrated reporting effectively convinces investors of the company's resilient and
sustainable strategy, along with its commendable performance in environmental, social, and governance
domains (Adams et al, 2016). However, the company's value may be improved if the market
comprehends and evaluates the data supplied through integrated reporting (Simnett & Huggins, 2015).
The stock price may only fairly reflect the company's genuine value if the market recognises and
comprehends the added value of integrated reporting (O'Dwyer & Unerman, 2016). Therefore, this study
adds value to the current literature by introducing credible measurement criteria for assessing the level of
integrated reporting disclosure within a voluntary reporting framework. Notably, it holds significance as it
marks the inaugural exploration in Indonesia to scrutinize the moderating role of stock prices in the link
within integrated reporting over firm value. The planned comparative analysis between Indonesian
companies embracing IR practices and those that do not is anticipated to offer fresh insights, contributing
to the ongoing discourse regarding the merits of integrated reporting across diverse organisational
contexts (Lee & Yeo, 2016; Rinaldi et al., 2018). This study is anticipated to present significant awareness
of the effectiveness of integrated reporting in a voluntary reporting scenario. Furthermore, the study aims
to clarify the moderating function of stock prices by comprehensively comprehending the intricate
interactions between these variables in the Indonesian setting. Ultimately, these findings have the potential
to make a notable contribution to the more considerable discussion on how integrated reporting affects

firm value, especially when it comes to developing nations like Indonesia.

Conceptual and Theoretical Framework
Despite continuous efforts by corporations to offer more comprehensive information about their

achievement, a significant information gap remains between sharcholders and management. This gap
poses a substantial difficulty encountered during the reporting process, as highlighted by Briem and Wald
(2018). This asymmetry of information commonly exists within management or agents and shareholders
or principals, where management possesses more knowledge than shareholders. Hence, Jensen and Berg
(2012) reveal that the primary objective is to reduce this information divide, thus enhancing transparency
and enabling shareholders to conduct a thorough assessment of the behaviour of the company. According
to Grimmelikhuijsen et al. (2013), Transparency in the reporting process pertains to the degree to which
accessible information enables external parties to oversee internal activities and assess performance. As
stated by (2016), agency theory highlights the crucial role of transparency in promoting public
accountability.

Consistent with Jensen and Meckling (1976), agency theory is a contract in the midst of principals
and agents. In contrast, Garcia-Sanchez et al. (2020) define it as an economic theory related to principals'
attitudes as company owners and their agents, namely managers. Differences in objectives may result in
information gaps, leading to agency conflicts due to diverging interests between the two parties and
resulting in agency costs. Moreover, managers' tendency to prioritise personal benefits and gain
informational advantages over investors exacerbates agency conflicts (Sanchez, 2020). Integrated reporting
is suggested as a means to elevate the calibre of information and impact an entity's capacity to bolster
accountability and value generation over various timeframes, thereby mitigating conflicts (Bananuka et al.,
2019). Integrated reporting serves as a means to augment the flow of information, aimed at mitigating the
information disparity that commonly exists between organizational management and investors. The
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voluntary dissemination of reports, with a particular focus on environmental and social dimensions, is
expected to yield a reduction in agency costs, given that these dimensions are also encompassed within the
integrated reporting framework (Loh et al., 2017). Prior empirical investigations, as exemplified by the
studies conducted by Garcia-Sanchez and Noguera-Gamez (2017b), Zhou et al. (2017), and Vitolla et al.
(2020c), have consistently demonstrated the capacity of integrated reporting to alleviate information
asymmetries, ultimately contributing to the enhancement of corporate value.

2. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

2.1. Integrated reporting and firm value

A novel reporting framework known as integrated reporting (Iredele, 2019) was introduced in 2013,
coinciding with the initiation of the International Integrated Reporting Council (IIRC) in 2010. Based on
Kusuma and Aprilia (2020), integrated reporting evolved in reaction to criticisms aimed at previous
corporate reportts, including those focused on sustainability and Corporate Social Responsibility (CSR).
Moreover, integrated reporting combines social and economic firm actions cohesively inside a single
report, unlike sustainability reporting, which addresses these topics independently from the annual report
(Songini et al., 2022). Presenting integrated reports is still optional in Indonesia, a developing nation.
Nonetheless, investors will find getting the information they need much easier thanks to this voluntary
disclosure (Hoque, 2017).

Enhancing the efficiency of information presented to financial capital providers constitutes one of
the objectives of corporate reporting, as it enhances the efficiency of resource allocation (Vitolla et al.,
2020). In addition, integrated reporting strives to improve openness and empower receivers to make
knowledgeable choices (Gerwanski et al., 2019). To improve decision-making, integrated reporting (IR)
compiles financial and non-financial data into a unified document. Nevertheless, IR captures the
interrelationships between company petformance's non-financial and financial determinants, going
beyond the simple combination of sustainability and financial reporting (Cooray et al., 2020). According to
Bananuka et al. (2019), integrated reporting has the potential to improve information quality and address
several reporting-related issues that affect the ability of the organization to increase accountability and
create value across short, medium, and long-term horizons. Research by Obeng, Ahmed, and Miglani
(2020) further supports this conclusion, showing that organizations that voluntarily use IR are linked to
higher-quality earnings. Additionally, businesses can enhance the quality of their profits per share by
incorporating IR into their reporting (Cortesi & Vena, 2019).

By providing investors with a more comprehensive and accurate insight into the performance of the
company, integrated reporting is anticipated to enhance the company's total valuation. Studies catried out
in South Africa by Barth et al. (2017) and Lee and Yeo (2016) indicate that the disclosure of integrated
reporting could potentially impact a company's valuation. Integrated reporting provides investors with the
chance to make better-informed investment choices by presenting a more thorough perspective on a
company's creation of value narrative in contrast to traditional financial reporting. Additionally, studies
indicate that organizations adopting integrated reporting tend to command higher valuations than those
that do not. For instance, Eccles and Serafeim (2013) found that companies implementing integrated
reporting had valuations that were 4.2% higher than those that did not adopt it. Similarly, KPMG's 2017
research revealed that companies embracing integrated reporting tended to have higher average market
capitalization. Consequently, the authors propose the following hypothesis:

H1: The effect of integrated reporting scores (IRs) on firm value differs significantly between IR adapters
and non-IR adopters.
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2.2. Integrated reporting, stock price, and firm value

The company's stock price is one crucial factor impacting corporate value (Fernando et al. (2023).
Increasing stock prices shows a good sentiment of investors and confidence in the company in the future,
leading to increased demand for stocks and market capitalisation (Ritter, 2003). Hence, the companies may
benefit from the increased access to capital markets and the ability to issue new stocks at premium prices
because of positive market sentiment (Pettit et al., 2007; Gonzalez et al. (2015). On the other hand, as
Kim and Wu (2018) and Lang and Stulz (1994) have shown, a drop in the stock price can have negative
consequences on the value of the company by communicating difficulties or poorer growth prospects,
which may result in decreased demand for the stock and a loss in market capitalization. A company's
access to financial markets may be further limited by such stock price reductions as prospective investors
may be reluctant to invest at lower stock prices.

Conversely, integrated reporting presents a comprehensive methodology for reporting that
amalgamates both financial and non-financial data, encompassing aspects like corporate governance and
environmental, social, and financial considerations. Research results show a strong correlation between
integrated reporting and stock prices and corporate values, as demonstrated by Eccles et al. (2014)
findings. Businesses that use integrated reporting tend to see lower stock risk and higher stock returns
than those that do not, which gives investors a good signal and eventually raises firm worth. Additionally,
because integrated reporting improves corporate transparency and gives investors insight into how
companies manage ESG risks, it usually results in improved stock performance and higher firm value.
According to Kolk et al. (2019), this increases investor confidence and favours stock prices and overall
business values. The increasing corporate values and rising stock prices help shareholders, who contribute
to greater prosperity. Thus, the stock price is crucial in bolstering the association between firm value and
integrated reporting since organizations implementing integrated reporting may stabilize their stock prices,
increasing their total value. Hence, the following hypothesis was developed:

H2: The moderating effects of stock price on the relationship between integrated reporting scores (IRs)
and firm value differs significantly between IR adopters and non-IR adopters.

3. METHODOLOGY

3.1. Sample

The population of this study includes companies listed on the Indonesia Stock Exchange from 2017
to 2021. This study utilised a data panel of 76 companies observed over 5 years, resulting in 380
observations, which were analysed using STATA 17.0. Within the sample, 14 publicly listed companies
implicitly state they have adopted integrated reporting (IR), although 5 of them did not conduct an IPO
during the research period. Furthermore, the corporate register identifies a total of 44 IR adopters,
comprising 38 publicly listed companies, 13 non-public companies, and 2 inactive companies. Considering
these factors, a total of 38 companies are recognized as IR adopters in this study. Non-IR adopters were
matched to the number of IR adopters based on market capitalization, ensuring equal opportunities to
influence firm value for both groups. This methodology is further supported by findings from Meiryani
and Lorenzo (2023), which can provide a fairer basis for analysis (Osamwonyi et al., 2023). Data were
gathered through purposive sampling from accessible annual and sustainability reports available on

www.corporateregister.com and www.idx.co.id during the monitoring period.
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3.2. Operational variables

This study employs firm value as the dependent variable, integrated reporting as an independent
variable, and stock price as a moderating variable. This analysis includes control variables leverage, firm
size, and return on asset. The firm value vatiable is measured using Tobin’s g, the most widely utilized
metric to assess firm value (Sheikh, 2018). A firm value is calculated by combining the market value of
equity and total debts, and then dividing that total by the book value of total assets (Alawi, 2024; Alodat et
al., 2022). Companies with higher Tobin's Q values ate typically associated with better investment and
growth prospects. According to IIRC (2013) and IIRC (2021), an index score is employed to assess
integrated reporting, considering eight content elements. To evaluate the presence or absence of each
element, a score of 1 is designated if the company discloses integrated reporting elements derived from
the IIRC framework and 0 otherwise. As outlined in Appendix A, a total of fifty-five data points relevant
to the analysis of IR content elements are disclosed to calculate the IR score (IRs). Consequently, a
company can attain a score varying between 0 and 55 based on the number of disclosed items. The
calculation of the IRs involves dividing the reported elements by the highest possible potential items that a
firm could reveal. The IRs formula follows the methodology used by Kilic and Kuzey (2018); Haji and
Anifowose (2017):

IRs = @
Where:
IRs = Integrated reporting score
IRi = 0 if the reported element is absent
IRi = 1 if the reported element is present, and
t = total number of IRs reported elements that a company might potentially reveal, (i.e., 55 elements).

This study also considers stock price (SP) as a moderating variable. The stock prices in the study
were derived from year-end closing stocks (Aini, Minanurohman and Fitriani, 2023). In addition, the study
employs the size of the company (SIZE), institutional ownership (OI), also return on assets (ROA) as
control variables. Return on Assets (ROA) is used to measure how profitable the company can render
from its assets and correlate with firm value. The valuation of a company depends on its ability to utilize
its assets to gain value for both shareholders and other stakeholders effectively.

Meanwhile, institutional ownership might provide a favourable indication to the market and other
investors that the company is expected to develop and perform well, thereby boosting investor confidence
and increasing stock prices, ultimately increasing the company's value. Furthermore, company size is the
other control variable. Because larger businesses can attain more significant economies of scale, company
size and firm value are frequently positively associated. Economies of scale can boost profitability and
operational efficiency, increasing a company's values. The following are the details for measuring the
operational variables, as stated in Table 1.
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Table 1
The Summary of Measurement of Operational Variables
Variables Proxy Measurement Reference

Content elements of the | The sum 4 Qf reported Kilic and Kuzey (2018); Haji and

IRs (X) IIRC framework usinga | elements divided by total .
. . Anifowose (2017)

dummy variable potential elements
Moderating . The closing stock price Aini, Minanurohman and Fitriani
variable (M) Stock price (SP) at year's end (2023)

Market value of equity

Firm value (Y) Tobin’s Q plus total debts over Alawi (2024); Alodat et al. (2022)
book value of total assets
ROA Net income divided by Mehmood et al. (2019); Uddin et al.

Control variables

total assets

(2019); Alawi (2024)

Institutional ownership

(10)

The total institutional
shares divided by the total
outstanding shares

Mappadang (2021) ; Handayani et al.
(2020); Uddin et al. (2019)

SIZE

Ln (Total Assets)

Alawi (2024); Chancharat and

Kumpamool (2022)

Source: Authors’ compilation

3.3. Research model

To investigate the relationships, the following is the research model proposed to test the hypothesis:

FV = a + B1IRs + B2SP + B3IRs*SP + B4ROA + B5I0 + B6SIZE + ¢

Where:
FV = Firm value
IRs = Integrated reporting score
SP = Stock price (moderator variable)

IRs*SP = The interaction between the moderator variable and predictor variable
ROA
10 = Institutional ownership
SIZE

= Return on assets
= Company size

The variables in this equation retain the same definitions as previously explained. This hypothesis
secks to forecast how integrated reporting impacts firm value, taking into account stock price as a
moderating variable. The objective is to assess how the moderator variable interacts with the predictor
variable and whether it amplifies the implication of integrated reporting over the firm value of IR adopters
while potentially diminishing the relationship within integrated reporting upon the firm value of non-IR
adopters. The examination of 81 with a positive outcome indicates that firm value is expected to rise in
tandem with the degree of integration in integrated reporting. The significance of the moderating
variable's influence on the link between integrated reporting and firm value can be evaluated by comparing
the p-values in regression equation 1. A p-value less than 0.05 suggests that there is sufficient evidence to
refute the null hypothesis, indicating that integrated reporting indeed has a substantial impact on firm
value. To gain deeper insight into the moderating effect, it is essential to analyse the p-value in equation 2,
which indicates the extent of alteration in the moderating influence as a result of the interaction between
the dependent and moderator variables. Additionally, equation 3 (Table 6) illustrated whether the
moderating variable has the potential to enhance or attenuate the correlation between integrated reporting
and firm value. Moderated Regression Analysis (MRA) was employed to investigate these three equations.
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MRA is a statistical technique utilised to investigate the link among dependent variables (Y), independent
variables (X), and the influence of the moderator variable (M) on this relationship (Hayes, 2018).
According to Muller et al. (2005), MRA demonstrates how moderator variables affect how strongly and in
which direction the independent and dependent variables are related. As a result, Hayes (2018) and
Solimun et al. (2017) propose the following regression equation:

FV = a + B1IRs + PB2ROA + B3I0 + PASIZE + ¢ (1)
FV = a + B1IRs + B2SP + B3ROA + B4IO + BSSIZE + ¢ @)
FV = a + B1IRs + B2SP + B3IRs*SP + BAROA + B5I0 + B6SIZE + ¢ 3)

4. EMPIRICAL RESULTS AND DISCUSSION

Table 2 shows the descriptive statistical analysis for IR Adopters (Criteria = 1, N=190), Non-IR
Adopters (Criteria = 0, N=190), and all companies (IR and Non-Adopters, N=380). IR Adopters have an
average FV of approximately 1.522 with a high standard deviation of around 3.130; the range of FV values
varies from 0.053 to 22.560. In contrast, non-IR adopters have a slightly higher average FV, around 1.759,
but with a lower standard deviation of approximately 2.981. Furthermore, the range of FV values for non-
IR adopters ranges from 0.002 to 21.415. The value indicates that non-IR adopters have lower variability
in their FV, even though their average is slightly higher than IR Adopters.

The average score of IR Adopters is approximately 0.709, with a low standard deviation of around
0.077. Whereas the non-IR adopters have a lower average IRs, around 0.631, with a higher standard
deviation of precisely 0.112. Moreover, the range of Non-IR Adopters' IRs is narrower, ranging from
0.360 to 0.873. The score suggests that IR Adopters have higher average IRs and greater consistency than
non-IR adopters. Meanwhile, IR Adopters have an average moderating variable SP of approximately 0.006
with a high standard deviation of around 0.012. The range of SP values ranges from 0.000 to 0.084. On
the other hand, non-IR adopters have a slightly lower average moderating variable SP, around 0.004, with
a lower standard deviation of approximately 0.006. Additionally, the range of Non-IR Adopters' SP values
is narrower, ranging from 0.000 to 0.037. The score indicates that IR Adopters have a slightly higher
average for the moderating variable SP but also have more significant variation than non-IR adopters.
Return on Assets (ROA) of IR Adopters has a higher average as compared to Non—IR Adopters; the
numbers are 0.064 and -0.108, respectively. Similarly, the average of institutional ownership (IO) has
reached 0.824; it’s also represents a higher average than Non-IR Adopters, with only a reach of 0.705.
Furthermore, the size of the company (SIZE) has a higher average in IR Adopters (around 3.200)
compared to Non-IR Adopters (around 2.392). In the context of the set of control variables, IR Adopters
have higher averages for ROA, 10, and SIZE, indicating that IR Adopters tend to have better financial

performance and larger company sizes than non-IR adopters.
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Table 2
Summary Statistics of IR Adopters and Non-IR Adopters
Variables Mean Std. dev. Min Max
->Criteria = 1
Panel A: Dependent Variable ( FV) 1.522 3.136 0.053 22.560
Panel B: Independent Variable (IRs) 0.709 0.077 0.527 0.900
Panel C: Moderating Variable (SP) 0.006 0.012 0.000 0.084
Panel D: Control Variables
ROA 0.064 0.214 -0.687 1.979
10 0.824 0.343 0.358 4.802
SIZE 3.200 1.776 -3.652 6.310
-> Criteria =0
Panel A: Dependent Variable (FV) 1.759 2.981 0.002 21.415
Panel B: Independent Variable (IRs) 0.631 0.112 0.360 0.873
Panel C: Moderating Variable (SP) 0.004 0.006 0.000 0.037
Panel D: Control Variables
ROA -0.108 1.562 -15.954 0.520
10 0.705 0.279 0.000 1.325
SIZE 2.392 1.516 -2.515 5.847

Source: Authors’ results

Table 3 depicts that firm value has a significant positive correlation with IRs*SP and organisation
size but negatively correlates with ROA. IRs also have a significant positive correlation with IRs*SP and
organisation size. Moreover, the correlation matrix result shows that the moderating variable (IRs*SP)
correlates significantly positively with organisation size. Overall, Hinkle et al. (2003) interpret that all
factors have a modest correlation. The correlation results for independent variables show that the model

has no multicollinearity problems.

Table 3
Correlation Matrix
FV IR IR*SP ROA 10 SIZE
Fv | 1
IRs | -0.046 1
IRs*SP | 0.279* 0.190* 1

ROA | -0.205* -0.056 0.068 1

10 | 0.060 -0.027 -0.023 -0.067 1
SIZE | 0.234* 0.246* 0.413* 0.134* 0.063 1

Source: Authors’ results

Furthermore, an assessment of the Variance Inflation Factor (VIF) and tolerance was carried out.
Following Field (2013), the analysis indicates the absence of multicollinearity concerns, as all VIF values
for the variables are below 10, and the tolerance (1/VIF) exceeds 0.1. Thus, we assumed that there is no
multicollinearity sign and that FV, IR, and IRs*SP may all predict each other. As a result, regression
analysis can be performed without the risk of biased results.

This research hypothesis posits that firms categorised as IR Adopters are likely to exert a more
substantial influence on enhancing firm value compared to non-IR adopters. Table 4 presents the
equation that estimates the link within IRs over firm value. The results suggest that for IR Adopters, there
is a notably adverse influence within the IRs variable and FV. A low P-value (0.005) suggests that this
relationship is statistically significant, and the negative coefficient (-4.905) indicates that as the IRs rise, the
FV tends to decline. Conversely, for non-IR adopters, the IR variable has a negative influence on FV, but
in this specific instance, the effect is not significant statistically. The higher P-value (0.095) is above the
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0.05 significance level, indicating insufficient evidence to assert a significant relationship between IRs and
FV in the Non-IR Adopters group. Therefore, hypothesis 1 can be accepted, indicating that the effect of
integrated reporting scores (IRs) on firm value (FV) differs significantly between IR adopters and non-IR
adopters. This implies that I have a distinct impact on the firm value within the group of IR adopters
compared to non-IR adopters, highlighting the differing dynamics of integrated reporting practices across
these groups.

Table 4
Moderated Regression Analysis (MRA) test results, equation 1
Robust

FV Coefficient std. Err. t P>t [95% conf. interval]

-> Criteria = 1
IRs -4.905 1.706 -2.87 0.005 -8.271 -1.538
ROA 6.655 2.366 2.81 0.005 1.988 11.322
10 0.367 0.690 0.53 0.596 -0.995 1.729
SIZE 0.366 0.171 2.14 0.033 0.029 0.703
_cons 3.100 1.230 2.52 0.013 0.674 5.526

-> Criteria = 0
IRs -1.538 0.915 -1.68 0.095 -3.343 0.268
ROA -0.786 0.085 -9.27 0.000 -0.954 -0.619
10 0.644 0.622 1.03 0.302 -0.584 1.871
SIZE 0.559 0.152 3.67 0.000 0.258 0.859
_cons 0.854 0.845 | 1.01 0.313 -0.813 | 2.521

Source: Authors’ results

Meanwhile, to address whether stock price as a moderator variable plays an essential role in the

relationship between IR and FV, an analysis is required to determine the relationship between stock price,
which serves as an independent variable, and firm value, which functions as the dependent variable. The

analysis results will be used to support the findings about the role of moderating variables, as shown in

Table 5.

Table 5
Moderated Regression Analysis (MRA) test results, equation 2
Robust

FV Coefficient std. Err. t P>t [95% conf. interval]

-> Criteria =1
IRs -5.616 1.914 -2.93 0.004 -9.393 -1.840
SP 80.581 42.541 1.89 0.060 -3.350 164.511
ROA 6.085 2.112 2.88 0.004 1.919 10.251
10 0.349 0.639 0.55 0.585 -0.911 1.609
SIZE 0.184 0.137 1.35 0.179 -0.085 0.454
_cons 3.761 1.373 2.74 0.007 1.052 6.471

-> Criteria = 0
IRs -1.567 0.881 -1.78 0.077 -3.305 0.170
SP 46.105 27.058 1.70 0.090 -7.279 99.490
ROA -0.786 0.086 -9.18 0.000 -0.954 -0.617
10 0.786 0.627 1.25 0.211 -0.450 2.022
SIZE 0.452 0.156 2.90 0.004 0.144 0.760
_cons 0.842 0.823 1.02 0.308 -0.781 2.466

Sonrce: Authors’ results

Based on Table 5, the probability value of the SP variable is 0.060 for IR Adopters and 0.090 for

Non-IR Adopters. Both p-values associated with the SP variable are more significant than 0.05, indicating
no statistically significant effect of the SP variable on FV. This suggests that stock price does not have a
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meaningful impact on firm value in either group, reinforcing the idea that other factors may be influencing

firm valuation.

Table 6
Moderated Regression Analysis (MRA) test results equation 3
Robust

FV Coefficient std. Err. t P>t [95% conf. interval]

-> Criteria =1
IRs 1.056 1.836 0.57 0.566 -2.568 4.679
SP 786.695 320.902 2.45 0.015 153.551 1419.839
IRs*SP -935.231 382.100 -2.44 0.016 -1.690.891 -179.572
ROA 5.693 1.891 3.01 0.003 1.962 9.424
10 0.293 0.604 0.49 0.628 -0.899 1.486
SIZE 0.071 0.134 0.52 0.600 -0.195 0.336
_cons -0.691 1.402 -0.49 0.623 -3.457 2.076

-> Criteria = 0
IRs -1.471 0.922 -1.59 0.112 -3.291 0.349
SP 64.373 57.316 1.12 0.263 -48.714 177.459
IRs*SP -27.956 81.203 -0.34 0.731 -188.171 132.258
ROA -0.785 0.086 -9.12 0.000 -0.955 -0.615
10 0.782 0.635 1.23 0.220 -0.471 2.034
SIZE 0.451 0.156 2.89 0.004 0.143 0.760
_cons 0.786 0.806 0.98 0.331 -0.804 2.376

Source: Authors’ results

In order to determine whether the stock price (SP) has a moderating impact on the relationship
between IRs and FV for both IR adopters and non-IR adopters, table 6 presents the analysis findings
associated with the hypothesis. The results show that the coefficient of IRs*SP is -27.956 with a p-value of
0.016, which means that the relationship is statistically significant for IR Adopters. The negative
coefficient implies an increase in the SP value is connected with a decrease in FV, weakening the
relationship between IRs and FV. Table 6 shows that the value of the coefficient (31) is positive and the
coefficient (B3) is negative, that is, 1.056 and -935.231, respectively. Hence, the opposite direction of the
coefficient can be concluded that SP is a moderating variable that weakens the influence of IRs on firm
value.

Conversely, under Non-IR Adopters, the variable IRs*SP does not have a statistically significant
coefficient (p = 0.731). The finding implies that SP does not significantly moderate the relationship within
IRs and FV for non-IR adopters. The lack of significance suggests that the moderating effect observed in
IR Adopters is absent in the Non-IR Adopters group. This supports hypothesis 2, indicating that the
moderating effect of the stock price on the relationship between integrated reporting score (IRs) and firm
value differs significantly between IR adopters and non-IR adopters. This distinction highlights the unique
role of the stock price in shaping the relationship for IR Adopters, which is not mirrored in Non-IR
Adopters. The role of stock price as a moderating variable of the correlation between integrated reporting
and firm value is also supported by the non-significance of the interaction between stock price and firm
value. The insignificant influence of SP on FV makes SP play a pure moderating role in the relationship
between IRs and FV in IR Adopters, as seen in Table 5. According to Soliman, the existence of a pure
moderation variable is only a moderating variable and does not act as a predictor variable. Furthermore,
based on the results of the multiple regression analysis (MRA) for equations 1, 2, and 3, the following is a
summary of the hypothesis results in this study, as presented in Table 7 below.
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Table 7
Test of hypotheses

Hypotheses P-Value P-Value Conclusion
yP (IR Adopters) | (Non-IR Adopters)

H1: The effect of integrated reporting scores (IRs) on
firm value differs significantly between IR 0.005 0.095 Accepted
adopters and non-IR adopters.

H2: The moderating effects of the stock price on the
relationship between integrated reporting scores
(IRs) and firm value differs significantly between
IR adopters and non-IR adopters.

0.016 0.731 Accepted

Source: Authors’ results

Table 7 highlights the findings that stock price significantly moderates the connection between
integrated reporting and firm value for IR adopters, enhancing investor confidence and contributing to a
greater firm valuation. In contrast, the study also reveals that for non-IR adopters, the stock price does
not serve as an effective moderator, suggesting a nuanced understanding of how integrated reporting
practices influence firm value across different companies. These insights underscore the importance of
adopting integrated reporting to leverage its benefits fully, particularly in enhancing firm value through
effective stock price management. These findings clearly emphasise a significant difference between IR
adopters and non-IR adopters. IR adopters can leverage stock price moderation to enhance firm value,
whereas non-IR adopters do not experience a similar moderating effect. This highlights the critical role of
integrated reporting in optimising firm value management.

Moreover, the comprehensive discovery of this study generates significant support for our
comprehension of the complex relationships among IRs, firm value, and the moderating impact of stock
prices. The establishment of IIRC in 2010 represented an essential moment in the development of
integrated reporting, transcending traditional reporting approaches by presenting financial and non-
financial information in a unified framework (Iredele, 2019; Gerwanski et al., 2019). This evolution
enhances transparency and supports informed decision-making, aligning with the theoretical expectations
that integrated reporting positively influences the value of the company (Lee & Yeo, 2016; Barth et al.,
2017).

This study recognises potential variability in the effect of IRs over firm value, differentiating between
IR adopters and non-IR adopters. The potential variability aligns with research indicating higher
valuations and market capitalisations for companies embracing integrated reporting (Eccles & Serafeim,
2013; KPMG, 2017). Additionally, the study advances the field that considers the moderating role of stock
prices in this relationship, supported by the recognised significance of stock prices in influencing investor
sentiment, market capitalisation, and access to capital markets (Fernando et al., 2023; Pettit et al., 2007).
While the present study emphasises the potential positive effect of integrated reporting over firm value, it
is essential to consider contrasting perspectives in the literature. Adams et al. (2016) argue that an increase
in integrated reporting may not necessarily lead to a positive impact on firm value, a scepticism supported
by Dumay et al. (2016), who highlight the potential influence of a lack of understanding or incorrect
interpretation of non-financial data in a unified report. In contrast, Eccles and Krzus (2015) propose a
generally positive relationship, asserting that an increase in integrated reporting should, in theory, enhance
a company's value. This aligns with arguments by Adams et al. (2017), emphasising the advantages of
implementing integrated reports, including increased trust, transparency, and the capacity to recognise and
handle risks associated with non-financial elements.
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By reconciling these perspectives, this study's results make a precious contribution to the ongoing
discussion regarding the effect of integrated reporting upon firm value. They offer valuable insights into
the specific dynamics observed within the Indonesian context. The study acknowledges the complexity of
this relationship. It introduces the moderating role of stock prices, offering a nuanced understanding of
the varying impacts on firm value for IR adopters and non-IR adopters. This nuanced perspective
enhances our apprehension of the broader implications of integrated reporting on corporate practices and

valuation dynamics.

5. CONCLUSION

This study has evaluated the relationship between IRs,FV, and SP within the context of IR Adopters
and Non-IR Adopters. The analysis results indicated significant differences in firm values between the two
groups. IR Adopters exhibit higher variability than Non-IR Adopters despite having lower average firm
values. This highlights the complexity of determining firm value and the impact of other factors beyond
IRs. A surprising finding is that IRs have a negative effect on firm value within the IR Adopters group.
The finding implies that even though companies implement IR practices, enhancement in IRs is
associated with a decrease in firm value. This suggests that IRs may not always directly indicate better
financial performance. Furthermore, the stock price (SP) significantly moderates the correlation between
IRs and firm value within the IR Adopters group. The interaction variable (IRs*SP) weakens this
relationship, indicating that stock price performance can influence how IRs affect firm value. Conversely,
the impact of IRs on non-IR adopters is not significant, highlighting a distinct difference in the effects of
IRs between the two groups.

These conclusions have important implications for companies considering the adoption of IR
practices and investors evaluating the value of companies in the Indonesian market. They must be aware
that IRs may not always positively impact firm value, and other factors, such as stock price performance,
should also be considered. This research provides a valuable understanding of the sophistication of the
relationship among IRs, firm value, and stock price within the Indonesian context. Hence, this study
contributes significantly to understanding the relationship between IRs, firm value, and stock price in
Indonesia's IR Adopters and Non-IR Adopters context.
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APPENDIX

Appendix A: Integrated Reporting Index disclosure

No Content Disclosure Items No Content Disclosure Items
Elements Elements
1 Otganizational | Organizational Overview 5 Strategy and | 37. Strategic goals
overview and 1. Mission and vision statement resoutce 38. Goal-attainment strategies
external 2. Ethics and integtrity (culture, allocation 39. Explanation of short,
environment ethics and values) medium, and long-term
3. Ownership structure or legal strategic objective
form 40. The measurement of
4.  Code of conduct or code of achievements and target
conduct outcomes
5. The number of employees 41. The link in the midst of
and demographics strategies and key capitals
6. DBusinesses segment
« External environment
7. Legal factors
8. Political factors
9. Social factors
10. Environmental factors
11. Key stakeholders
2 Governance 12. General explanations about 6 Performance | 42. Financial KPIs (key
the governance structure performance indicators)
13. Board experience or skills 43. Non-Financial KPIs
14. Compensation philosophy 44. Financial implications on
statement other capitals
15. Compensation policies 45. The linkages among past
and current performance
46. Industry benchmarks
3 Business + Inputs 7 Outlook 47. Expected future trends
model 16. Key inputs 48. Impact of trends
17. Product differentiation 49. Readiness to face
18. Delivery channels and challenges and uncertainty
marketing 50. Organizational
19. After-sale service contingencies
20. Innovation
21. Employee training
« Outputs
22. Main products and services
ot main business activities
23. Greenhouse Gas Emissions
24. Wastewater management
« Outcomes
25. Employee morale
26. Revenue
27. Customer satisfaction
4 Risks and  Risks 8 Basis of 51. Boundaries for reporting
opportunities 28. Risk management preparation | 52. The otganizational
philosophy and materiality determination
29. Identification of risks presentation process
30. Internal or external risks 53. Materiality rules
31. Risk assessment 54. The method used to
32. Risk mitigation evaluate materiality
55. Preparers and internal
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No Content Disclosure Items No Content Disclosure Items

Elements Elements

« Opportunities processes

33. Identification of
opportunities

34. Internal or external
opportunities

35. Opportunities assessment

36. Opportunity actions

Source: (Kilic & Kuzey ,2018, modified
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