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ABSTRACT

The purpose of this study is to provide empirical evidence regarding the relationship between Integrated
Reporting Disclosure (IRD) and corporate value, moderated by company size. The research object is an

IDX and SGX-registered manufacturing enterprise.

Based on predefined sample parameters,

several observational data points relating to these variables were collected. The data were analyzed using
WarpPLS version 7.0. The research findings indicate a significant association between corporate worth and
IRD, albeit moderated by company size. This research implies that IRD plays a critical role in increasing a
company's price and that revealing IRD increases the company’s value. This is extremely important for the

organization's sustainability, as IRD adds value over time.
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1. INTRODUCTION

The COVID-19 pandemic is still active and affecting a
variety of sectors. The COVID-19 pandemic has had a
significant economic impact on the health sector.
Certain countries, including ASEAN member states,
are suffering the economic consequences of the
COVID-19 pandemic. However, not all ASEAN
members will be affected economically by the
COVID-19 pandemic in 2020. Indonesia is one of the
ASEAN member countries feeling the pinch, as
evidenced by the Purchasing Manager's Index (PMI)
falling to 40.1 in July 2020 from 53.5 in June.
However, Singapore's economy has increased to 56.3
from 50.0 (https://ekonomi.bisnis.com/). This incident
will undoubtedly serve as a barometer of the
manufacturing sector's performance. This information
will certainly influence prospective investors' and
existing investors' investment decisions.

As aresult, issuers should provide the best information
possible to increase the company's value and influence
potential investors and investors. Traditional financial
reports appear incapable of capturing the
consequences of timely economic change and business
innovation [1]. This is consistent with [2], which states
that financial statements have become increasingly
complex, irrelevant, and messy over the last decade,
which concerns investors. Although issuers have also
presented non-financial reports such as sustainability
reports, integrated financial and non-financial reports

that help potential investors and investors understand
the business are not yet available from issuers [3]. The
emergence of a new paradigm for reporting on
economic, social, and environmental activities
integrated into a single unit will affect the company's
performance and is a manifestation of the company's
ethical responsibility in conducting business [4]. The
report is referred to as integrated reporting. It serves as
a tool for communicating the company's performance,
corporate governance, strategy, and prospects in the
external environment in the short, medium, and long
term [5]. Numerous studies have established that IRD
affects a company's value [6], [7], [8], [9], [10], and
[11]. However, other researchers demonstrate the
opposite, namely that IRD does not affect the
company's value [12], [13], [14]. The enterprise sizes
can bolster the relationship between IRD and
enterprise value. The company's size demonstrates that
it is growing and possesses financial strength. This
means that the larger the company, the stronger the
correlation between IRD and company value. Large
companies are more likely to face greater public
demand for information than small businesses [15].
This is consistent with research findings from [16] and
[17], which indicate that the size of the business has a
moderating effect on the amount of intellectual capital
disclosed relative to the company's value. However, it
contradicts [18], which establishes that the size of the
business does not affect the impact of corporate social
responsibility disclosure on the company's value.
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The explanations mentioned above and the phenomena
serve as a foundation for establishing the research
objectives. The purpose of this study is to elucidate the
relationship between IRD and company value and the
moderating effect of company size on this relationship.

2. LITERATURE REVIEW AND
HYPOTHESES DEVELOPMENT

The root of signal theory is pragmatic accounting
theory, which focuses on information users who are
influenced by information. A company's disclosure is
an example of information used to communicate. Later
on, it may affect the issuer's security price rise and fall.
A business was seeking IRD signals that the quality of
existing  information is  being improved.
Environmental and social accounting is frequently
used as an alternative to traditional financial reporting
by high-quality businesses. On the other hand, low-
quality companies maintain consistency by restricting
access to accounting information to third parties.
Integrated reporting establishes clear connections
between corporate strategy, business model, and value
creation. The higher the disclosure quality, the lower
the integrated reporting's investor information
processing costs. The condition should accelerate the
inclusion of company-specific information in asset
prices [1], [19], and [20]. Signals are pieces of
information that stakeholders receive from informants.
IRD illustrates a signal sent by a business to its
stakeholders. If the company provides reliable
information, the market will respond positively, as
evidenced by increased stock prices. On the other
hand, if the information is of poor quality, the market
will remain immobile. This means that if a company
discloses comprehensive, integrated reporting, the
company's value will increase; conversely, if the
company discloses minimal integrated reporting, the
company's value will decrease. It is supported by
research findings [6], [7], [8], [9], [10], [11], which
demonstrate a positive correlation between company
value and IRD. The first hypothesis is as follows: H1.
IRD increases the value of a business. The size of a
company is directly related to its size. The larger the
company, the greater the public demand for
information [15]. This is consistent with signal
theory's concept of the information's transmission
quality. Thus, the relationship between IRD and
company value will be strengthened due to the firm's
size. This means that the more the company's IRD can
be maintained, the higher the company's value can be
increased. This is consistent with research findings
from [16], [17], which indicate that company size has
a moderating effect on the impact of intellectual
capital disclosure on company value. H2. The size of
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the enterprise moderates the relationship between IRD
and enterprise value.

3. RESEARCH METHOD

Quantitative research is being conducted in this study.
It makes use of secondary data from IDX and SGX.
The study population is comprised of manufacturing
companies listed on IDX and SGX, but the research
sample was determined according to predefined
criteria. These criteria include, but are not limited to,
the basic chemical industry, the consumer goods
industry, and various industries. Businesses must
provide integrated reporting and have complete data
for research variables. Data were collected between
2016 and 2020, totaling 300 observations. Tobin's Q
[21] is used to approximate the company value
variable.

Tobin's Q = (MVS + D)/TA

MVS = value of market of all outstanding shares, i.e.
the share price of company* extraordinary shares

TA = Assets of company, such as; cash, accounts
receivable, inventory and land book value

D = debt

Index Integrated reporting is used to quantify IRD,
with the total items disclosed divided by the total
required to be disclosed (8 items) [6]. While the
natural logarithm of total assets is used to calculate the
company's size [22], [23]. The data analysis tool used
was Partial Least Squares (PLS) - Structural Equation
Modeling (SEM) 7.0.

4. RESULTS AND DISCUSSION

4.1 Integrated Reporting Disclosure and Stock
Price

The research findings corroborated the development
of the hypothesis. As illustrated in Figure 1, the
relationship between IRD and company value has a P
value of 0.02, indicating that IRD is related to
company value. The more information an issuer
submits to the IRD, the higher the company's value. In
other words, the information presented in the IRD
improves the quality of information available to
issuers, affecting the investment decisions made by
potential investors or investors, thereby increasing the
company's value. This is consistent with signal theory,
which states that positive news will trigger a market
reaction. This evidence is backed up by research [6],
[71, 8], [9], [10], and [11], which all find a positive
correlation between company value and IRD. By
contrast, this evidence contradicts[12],[13], and[14],
which assert that company value is unrelated to IRD.
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4.2 Company Size Influences
Reporting Disclosures and Value

Integrated

According to Figure 1, the P value for the role of
company size in moderating the relationship between
IRD and company value is 0.04. This means that the
relationship between IRD and enterprise value is
facilitated by the size of the enterprise. This is because
as a company's size increases, the public demand for
information increases, and as a result, large companies
provide more information to the public. Thus, as a
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company's size increases, the relationship between
IRD and company value strengthens. The above
explanation is consistent with signal theory, which
explains how public information is transmitted. The
obtained results is consistent with [16], [17], which
demonstrate that intellectual capital disclosure is
associated with increased company value, which is
moderated by the size of the company. This is in
contrast to [18], which demonstrates that the effect of
corporate social responsibility disclosure on company
value is unaffected by the size of the company.

Table 1. Goodnes of Fit Structural Model

Criteria Parameter
APC 0.109, P <0.014
AVIF 1.031
AFVIF 1.045
GoF 0.167
RSCR 1.000
SSR 1.000
Source: secondary data processed, 2021
IRDisc g=0.12 . TobinsG
(RMi (P=0.02) - (R
' RE=0.03
p=0.10
Source:  Secondary

data processed, 2021

(P=0.04)

Fig. 1. Research result

5. CONCLUSION AND
RECOMMENDATION

This study established that firm value is related to IRD
and that firm size strengthens the relationship between
IRD and firm value. This means that the more IRD a
business conducts, the more valuable the business
becomes. Additionally, the relationship between IRD
and company value is more substantial as the
company's size increases. The study's findings imply
the importance of IRD for many businesses to increase
company value. The low R square value in the
WarpPLS test results, which is only 3%, is used as a
limitation of this study because it cannot be

generalized to other companies; consequently, the
recommendations for further research include the
addition of independent variables and modification of
the research model to obtain findings. This research
contributes by providing an overview of the
importance of IRD to regulators and issuers.
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