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Abstract 

Background and Problem: Recently the focus of information has been discussions’ re-
garding what information to provide in order to satisfy the stakeholders as well as inves-
tors. During the last decades, the primary interest of corporate information has initially 
been the shareholders, but this is now shifting. The stakeholders demand more than just 
the information in the financial statement, and until now the non-financial information has 
been included in a standalone sustainability report. The new reporting system, which repre-
sents all information combined into one single report, is called Integrated Reporting. This 
mandatory reporting requirement is enforced by the South African government, for all 
companies listed on Johannesburg Stock Exchange’s Main Board. Therefore, this thesis will 
focus upon whether integrated reporting has given any value-relevance for a company un-
der the mandatory requirement, contrary to the voluntary requirements. Additionally, it will 
be observed if integrated reporting contributes to a company’s market value. 
 
Purpose: The purpose of this thesis is to examine and investigate the value-relevance of 
integrated reporting for the market values of companies listed on Johannesburg Stock Ex-
change’s Main Board, in South Africa. 
 
Delimitations: This thesis limits itself to investigate companies listed on the Johannesburg 
Stock Exchange’s Main Board. Further on, this thesis is limited to investigate disclosure of 
environmental and social factors of integrated reporting interconnected with the manufac-
turing and producing sectors, excluding all sectors of financial and service related character-
istics. 
 
Method: This thesis is solely a quantitative study. The data for 2009 and 2011 is gathered 
from the companies’ integrated annual reports. The self-constructed disclosure index of 
environmental and social factors is classified by “GRI G3 and G3.1 Update-Comparison 
sheet”, in order to define integrated reporting. This was followed by using a valuation 
model in order to determine the relationship between integrated reporting and a company’s 
value-relevance. 

Empirical Results and Conclusion: The empirical results show that the disclosure of 
level of compliance has increased from 2009 to 2011. The level of compliance differs be-
tween the sectors and characterizes to what extent integrated reporting is incorporated. The 
analysis of this thesis shows that the differences in voluntary and mandatory requirements 
reflect the level of compliance. The concluding remark of this thesis is that environmental 
and social aspects of integrated reporting are value relevant for a company’s market value 
under the requirement of King III. 
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Sammanfattning 

Bakgrund och Problem: Under den senaste tiden har diskussioner kring vilken informat-
ion som ska tillhandahållas för att tillfredsställa intressenter samt investerare varit i fokus. 
De senaste årtiondena har det primära intresset för företagsinformation varit till de initiala 
aktieägarna, vilket nu har kommit att ändras. Intressenterna kräver mer information än den 
som tillhandahålls i den finansiella rapporten, och fram tills nu har den icke-finansiella in-
formationen sammanfogats i en fristående hållbarhetsredovisning. Det nya rapporteringssy-
stemet sammanfogar all tillgänglig information till en gemensam rapport, och kallas Inte-
grerad rapportering. Det obligatoriska rapporteringskravet upprätthålls av den sydafri-
kanska regeringen, för alla bolag noterade på Johannesburgsbörsens Main Board. Därmed 
kommer denna uppsats att fokusera på huruvida integrerad rapportering har bidragit med 
någon värderelevans för ett bolag som lyder under det obligatoriska kravet gentemot de fri-
villiga kraven. Dessutom, kommer uppsatsen att belysa om integrerad rapportering bidrar 
till ett företags marknadsvärde. 

Syfte: Syftet med denna uppsats är att undersöka och utreda om integrerad rapportering är 
värderelevant för marknadsvärdena för bolag noterade på Johannesburgsbörsens Main 
Board, i Sydafrika. 

Avgränsningar: Uppsatsen avgränsas till att undersöka företag noterade på Johannes-
burgsbörsens Main Board. Vidare avgränsar sig uppsatsen till informationen angående mil-
jömässiga samt sociala faktorer inom integrerad rapportering med fokus på tillverkande och 
producerande sektorer, med undantag för sektorer med finansiella och tjänsterelaterade 
egenskaper. 

Metod: Uppsatsen är uteslutande kvantitativ. Studiens data för 2009 samt 2011 har häm-
tats från respektive företags integrerade årsredovisningar. Det initialt egentillverkade in-
dexet bestående av miljömässiga och sociala faktorer klassificeras utefter “GRI G3 och 
G3.1 Comparison sheet”, i syfte att definiera integrerad rapportering. Med hjälp av en vär-
deringsmodell, Ohlsons modell, prövas studiens uppställda nollhypoteser. Vidare används 
värderingsmodellen för att fastställa sambandet mellan integrerad rapportering och ett före-
tags värderelevans. 

Resultat och Slutsatser: Resultatet av den genomförda studien påvisar att informationen i 
den integrerade rapporten har fått ökat innehåll mellan åren 2009 och 2011. Den informat-
ion som utges varierar mellan sektorerna och präglar i vilken utsträckning integrerad rap-
portering karakteriseras. Analysen visar skillnaderna i hur stor utsträckning ett företag utger 
information, vilket reflekteras av frivilliga och obligatoriska upplysningar. Studiens slutsats 
formuleras följaktligen: att miljö samt sociala aspekter av integrerad rapportering är värde-
relevant för ett företags marknadsvärde i enlighet med King III. 

 



 

 

Glossary 

Apply or Explain Companies have to apply to the given 

recommendations or explain their devia-

tions. 

 

International Integrated Report-

ing Council (IIRC) 

The developers of a global framework 

for integrated reporting consisting of 

regulators, investors, companies, stand-

ard setters, the accounting profession 

and non-governmental organizations. 

 

Integrated reporting A communication tool that addresses all 

parts of the company in order to in-form 

the stakeholders. 

 

King III South Africa’s Code and Report on 

Governance Principles. 

 

Main Board Johannesburg Stock Exchange’s Main 

Board. Constitutes only of listed corpo-

rations. 

 

Non-financial information All qualitative and quantitative data that 

is not included in the financial statement. 

 

Stakeholders A party that has an interest in a company 

e.g. investors, employees, customers and 

suppliers. 

 

Value-relevance  Accounting or non-accounting infor-

mation affecting the equity value of a 

company. 
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1 Introduction 

This first chapter of this thesis will explain the background and the development of the topic studied. Along with 
the background information, an explanation will be given of why the topic is interesting to study. Furthermore, the 
purpose and the research question, together with the delimitations will be introduced. Lastly, the disposition of this 
thesis will be presented.

 

1.1 Background 

In the 21st century, the expectations on the business environment are increasing significantly. 

The trust for the corporations has decreased because of the recent corporate scandals. Critical 

questions related to human, social and environmental factors are raised in the media. Companies 

are the players in a global market and every company’s dream is to rise above everyone else in 

order to serve the interest of its shareholders (Bakan, 2003). Consequently, the reporting re-

quirements have changed. A new era of corporate reporting has entered: Integrated Reporting 

(IIRC, 2013). 

 

Financial information has always been one of the key building blocks of a company's reporting. 

Nevertheless, the economic environment has mainly changed due to globalization, which has 

forced businesses to react to stakeholders demands. At present, non-financial information has 

gained more importance; leading to that company reports go beyond the financial metrics, sub-

mitting a broader perspective (IIRC, 2011).  

 

The general conclusion, regarding non-financial disclosure within accounting literature has 

shown that several variables are essential for fluctuations in stock prices. The value-relevance of 

non-financial information has been examined in the field of accounting, to a large extent (Amir 

& Lev, 1996). The aim of value-relevance is to relate financial statements with a measure of firm 

value, using the ratio of information in order to define a value (Beaver, 1970; Ball & Brown, 

1968). Along this line, Daniel and Titman (2006) stated that tangible information i.e. earnings 

and book values of past performance are unrelated to future returns.  

 

Gradually since 1970 there has been a remarkable development in social, environmental and eth-

ical reporting, where sustainability reporting has become more vital recently (Solomon & 

Maroun, 2012). Today corporate reporting has developed, which has resulted in longer and more 

complex reports. The demand of disclosure concerning remuneration and governance has result-
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ed in improvement of reporting on these issues. Almost every company listed on a stock ex-

change provides a lot of information in their report, but according to the International Integrat-

ed Reporting Committee (IIRC), it is not enough to keep on adding information (IIRC, 2011). 

They criticize the reports by saying; “the connections need to be made clear and the clutter needs to be re-

moved.” (IIRC, 2011, p.4). 

 

The requirements on reporting have changed and now strive towards an integrated approach 

where financial as well as non-financial information should be consolidated within the annual re-

port. Integrated reporting has become the new era of information disclosure. IIRC (2011) has a 

major influence on corporate reporting, since they are the developers of an international frame-

work. Their intention is to create a framework for integrated reporting that meets the needs of 

the 21st century, currently cooperating in a business network with the eighty leading companies 

worldwide. According to IIRC (2011) contributions from academics, corporations, investors as 

well as society in general are needed for the implementation of integrated reporting in order to 

diminish the information asymmetry (IIRC, 2011). 

 

The advancement regarding integrated reporting is an ongoing process, where most countries 

requirements on reporting are funded on a voluntary basis. South Africa is the market leader in 

integrated reporting, since it is the first country implementing obligatory requirements for listed 

companies. Integrated reporting should be at the heart of every organization with the intention 

to create accountability for the future society (KPMG, 2011). 

1.2 Problem 

The disclosure of sustainability reporting has been examined several times by the world of aca-

demics. The investors’ awareness of non-financial information has increased, mainly due to the 

growth of social responsible investments (Renneboog, Horst & Zhang, 2008; Brammer, Brooks 

& Pavelin, 2006).  

 

The value creation has been studied by Freeman, Martin and Parmar (2007) as a theoretical 

framework, visualizing a company as social transactions through stakeholders. According to 

Edmans (2008), the voluntary cooperation of individuals is the primary emphasis to value stake-

holder capitalism, with the intention of creating a chance of guidance and competitiveness. In 

addition, Edmans (2008) argues that employees can create value by developing relationship with 



 

3 

 

customers as well as using their motivation when conceiving products, in accordance with hu-

man relation theories. The model of stakeholder capitalism shows that it is important to include 

not only shareholders, but also different stakeholders to receive a better welfare for the share-

holders (Allen, Carletti & Marquez, 2007). Non-financial information can be seen as an intangi-

ble asset, which is not retrospective, but rather focusing on the company’s future (Lundgren, 

2007; Heal, 2005). 

 

The criticism towards sustainability reporting deems that companies have gained increased con-

trol, due to the dominance in reporting (Livesey, 2001; Owen, Gray & Bebbington, 1997; Wel-

ford, 1997; Eden, 1994). The corporate behavior can be changed by sustainability reporting in a 

positive way, contributing with more relevant information to investors, unfortunately this is not 

necessarily the outcome (Buhr, 2007; Livesey, 2002; Bebbington & Gray, 2001).  

 

The shift towards integrated reporting as well as the evidence and findings regarding sustainabil-

ity reporting allows us to explore the area deeper. Integrated reporting is an important peculiarity 

of the company’s performance and by transparent disclosures; it generates a more accurate pic-

ture of the materiality of a company’s overall performance. “Integrated Reporting brings together the 

material information about an organization’s strategy, governance, performance and prospects in a way that reflects 

the commercial, social and environmental context within which it operates.” (IIRC, 2011, p.6). Furthermore, 

integrated reporting determines the stewardship of an organization and how it generates value 

presently, as well as in the future (IIRC, 2011). 

 

Integrated reporting should be the primary source for communicating with shareholders as well 

as stakeholders, omitting all other reports. Therefore, integrated reporting strives to present the 

most material information, connecting: financial, management commentary, governance and re-

muneration, and sustainability reports (IIRC, 2011). Definitions have emerged in the advance-

ment of integrated reporting, defining it as “a holistic and integrated representation of the company’s per-

formance in terms of both its finance and its sustainability.” (King III, 2009, p.121). According to IIRC 

(2013), the aim of integrated reporting is to support the value creation and further on to keep the 

value sustained within a company. As stated above different studies regarding sustainability re-

porting have been examined, showing a positive correlation to the market value of a company. 

No previous studies have shown that integrated reporting creates value-relevance for a company, 
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therefore the aim of this thesis is to identify and investigate if integrated reporting is value rele-

vant. 

1.3 Research Question 

- Is Integrated Reporting from an environmental and social aspect value relevant for a 

company’s market value?  

The research question will be investigated with statistical hypothesis testing, which is highly im-

portant in statistics. A statement that has not yet been established to be true is called a hypothe-

sis (Aczel & Sounderpandian, 2009). The hypothesis is a postulation about the population in the 

sample size of this thesis, in order to assess the validity. The research question for the aligned 

null hypothesis testing is formulated as: 

 
HA: Companies’ levels of compliance with mandatory disclosure requirements regarding environ-

mental and social aspects of Integrated Reporting are not value relevant. 

*Mandatory represents 2011 

 

HB: Companies’ levels of compliance with voluntary disclosure requirements regarding environ-

mental and social aspects of Integrated Reporting are not value relevant.  

*Voluntary represents 2009 
 

1.4 Purpose 

The purpose of this thesis is to examine and investigate the value-relevance of integrated report-

ing for the market values of companies listed on Johannesburg Stock Exchange’s Main Board, in 

South Africa. 

1.5 Delimitations 

This thesis’ empirical findings are limited to comprise listed companies on the Johannesburg 

Stock Exchange’s Main Board as of 2013-04-15. This implies that as of 2013-04-15, the study 

will comprise 142 listed companies. This thesis scrutinizes the electronic integrated annual re-

ports regarding 2009 and 2011. In circumstances when subsidiaries are listed, corporate groups’ 

integrated reports will be incorporated, omitting the integrated reports of its subsidiaries.  

 

The reason for only considering integrated annual reports at the Main Board of Johannesburg 

Stock Exchange is that since 2010 it is the first market with mandatory requirements for inte-
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grated reporting. Therefore, the data is conveniently accessible and the historical data is suffi-

cient to conduct this study. The study is limited to the year of 2011, excluding the reports of 

2012 due to limited timeframe and access. The year of 2011 is representative since the study fo-

cuses upon the presence of integrated reporting, comparing the years 2009 and 2011. Therefore, 

2009 is the year of reference for our research, since there were no mandatory requirements for 

integrated reporting in 2009. Consequently, the implementation year, 2010, is omitted. 
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1.6 Proceeding Outline of the Thesis 
 

Theoretical Framework The second chapter includes the theoretical framework defined in 

this thesis. The chapter is proposed to give a fundamental under-

standing of integrated reporting and its value-relevance in order to 

broaden the perspective with theoretical observations. Further-

more, the reader will be introduced to the underlying theories of 

the empirical findings as well as the analysis. 

Method The third chapter of this thesis introduces a description of how 

the procedure for the research question will be answered. A clari-

fication of the data collected as well as an explanation of errors 

that occurred will be presented. A theoretical explanation of the 

test included in the study will be given, briefly describing the field 

of application. At the end of this third chapter, the reliability and 

validity of the chosen method will be mediated. Finally, the meth-

od will be discussed critically. 

Empirical Findings The fourth chapter of this thesis visualizes the fundamental data 

that has been fundamental for this study. The disclosure index, de-

fining the variable integrated reporting, will be presented for both 

years of this study. 

Results and Analysis The fifth chapter of this thesis contains an analysis of the empiri-

cal results, in relation to the research question. Initially, the chap-

ter will review the hypotheses along with the purpose of these. 

Thereafter, the results of the research question and the performed 

calculations will be presented. 

Conclusion  The sixth chapter will be the last and concluding chapter summa-

rizing the output from the analysis. Based on the compiled results, 

the purpose and the research question of the study will be an-

swered. Lastly, possibilities of further research and suggestions will 

be presented. 
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2 Theoretical Framework   

 
This chapter will present the theoretical framework. In this section, insights of how integrated reporting within 
South Africa and on an international level has developed will be explained. Furthermore, the reader will be pro-
vided with a deeper understanding of underlying theories regarding integrated reporting, value-relevance and the re-
lationship towards shareholders. The theoretical framework are intended to explain the fundamental theories, in 
order to give the reader a comprehensive understanding of the empirical result as well as the concluding results in 
the following chapters.

 

2.1 Integrated Reporting 

The IIRC (2013) identifies larger companies and their investors as the primary focus of their In-

tegrated International Reporting Framework. The framework has evolved to create consistent 

reporting by organizations and accommodate mutual parameters for policy-makers to harmonize 

reporting standards. In numerous jurisdictions, the requirements for the reporting have advanced 

independently and resulted in different outcomes. The differences between the jurisdictions ob-

struct the compliance of the reporting requirements for companies cooperating on an interna-

tional level. Therefore, the performance of organizations becomes incomparable due to lack of 

one common standard (IIRC, 2011). According to Eccles and Krzus (2010) the existence of 

standards are important in order to reach an integrated report.  

 

Eccles and Krzus (2010) describes that disclosure of an integrated report implies greater trans-

parency for a company’s performance. A scarce number of innovative companies all over the 

world have clearly stated that they are now producing one integrated report. This single docu-

ment is a tool and a symbolic representation displaying the engagement between a company and 

its approach to sustainability. The evolution generated by the companies has formed the term 

One Report. The authors, describing the term One Report, believe that this has become a turning 

point for the business environment and an upward trend with an increasing scale of integrated 

reports produced (Eccles & Krzus, 2010). 

2.1.1 The Evolution of Integrated Reporting 

The traditional corporate reporting model originates from the industrial society prevailing only 

of financial statements, during the 1960s. The idea to disclose non-financial information, sup-

plementing the financial information, became more interesting at this period of time (IIRC, 

2011). The focus upon shareholders increased and the financial information was criticized to be 

a lagging indicator, not providing a realistic picture of a company or predicting its future perfor-
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mance. While companies criticized the financial information, the non-financial information was 

positively beheld, providing insights of the company’s future performance and intangible assets. 

To report information to stakeholders on social, environmental and governance was an addition-

al idea invented at this time. The supplementary information was often denoted as “corporate 

social responsibility” or “sustainability” reports with the intention of informing stakeholders and 

not only the shareholders, which the companies saw as an obligation. The focus to inform stake-

holders was of great interest, which ensued that, the information was not always of importance 

to the shareholders (Eccles & Serafeim, 2011). 

 

In 1980s, the corporate reporting had developed one-step further; including financial statements, 

management commentary, governance and remuneration, and environmental reporting. Several 

years later, 1997, John Elkington introduced the term triple bottom line. This meant that eco-

nomic, environmental and social performance was disclosed into the company reports (Eccles & 

Serafeim, 2011). This was the starting point for the Global Reporting Initiative (GRI) with the 

objective; “to make sustainability reporting standard practice by providing guidance and support to organiza-

tions.” (Eccles & Serafeim, 2011, p.75). 

 

During past decades, there has been a significant change in the business environment, where 

globalization has interconnected various factors driving that change. The level of interdependen-

cies in economies and supply chains, high population growth and increased global consumption 

has led to new repercussions in commercial, social and political areas. Due to the changes in the 

business environment, the reporting needs to keep the pace in order to reflect the reality of the 

business. The focus within the reports has shifted from historical financial information towards 

non-financial future oriented information, reflecting the change of laws, regulations, standards, 

codes, guidance and stock exchange’s listing requirements. The development has embraced the 

concept of integrated reporting, which is the new way to inform stakeholders (IIRC, 2011; Ec-

cles & Serafeim, 2011).  

2.2 King III 

In 1994, South Africa released its first King Report (King I) on corporate governance, issued by 

the King Committee on corporate governance under the chairpersonship of Professor Mervyn E 

King. The Report consisted of recommended standards of conduct and was applicable to listed 

companies, banks and certain state-owned enterprises. King I focused on the stakeholders’ inter-
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est with the attempt to improve the financial, social, ethical and environmental practice (SAICA, 

2010).  

 

The main inspiration source for the publication of King I was the Cadbury Report (1992); indi-

cating similarities within the recommendations. Several weaknesses within King I led to a second 

report (King II) published in 2002, aiming for further integration of sustainability reporting. The 

King II Report was applicable to certain corporations; companies listed on the Johannesburg 

Stock Exchange, banks, financial and insurance entities and public sectors enterprises governed 

by the Public Finance Act and the Municipal Finance Management Act. The Report was applica-

ble on a voluntary basis giving companies the option to comply or explain (Ntim, 2011; SAICA, 

2010). 

 

In September 2009 the King Report on Governance (King III) and the King Code of Govern-

ance Principles (King III Code) was published, referred to as the first national attempt to release 

a code of corporate governance with requirements on integrated reporting (IoDSA, 2013). King 

III is the aftermath of the evolution within the corporate governance in South Africa creating 

business opportunities within the country. The core philosophy evolves around sustainability, 

leadership and corporate citizenship, which has extended the scope of corporate governance. 

Therefore, King III has become a milestone in the development of corporate governance in 

South Africa and has attempted to be at the forefront of governance internationally (PwC, 2013). 

The moving trends in international governance and the new Companies Act in South Africa is 

the motive for why it was essential to emit King III (SAICA, 2010). 

 

The King III (2009) Report stresses the importance for companies to annually report their im-

pact on the economic environment where they operate, encouraging the disclosure of both nega-

tive and positive effects. Additionally, the companies are advocated to report on how to increase 

the positive effects respectively decrease the negative effects on the economic life within their 

community (PwC, 2009).   

2.2.1 Governance Framework  

The third King Report’s governance framework is based upon an “apply or explain” approach, 

meaning that the companies can choose to apply to the recommendations or explain their devia-

tions. The possibility to implement what is best suited for the company is contingent, being ben-
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eficiary for the company (ACCA & Net Balance Foundation, 2011). The framework does not 

emphasize, “one size fits all” solutions, rather it is based on principles. The size, nature and 

complexity of every organization is taken into consideration, therefore the principles can be al-

tered in accordance to the company. “One size fits all” is predominant in the United States and 

has led to several pitfalls, since the differences mentioned above are not considered. Hence, 

King III follows an “apply or explain” approach these downsides can be limited in South Africa 

(PwC, 2013).   

2.2.2 Application 

King III is applicable to all forms of entities without constrains regarding manner or form of the 

corporation, in contrast to King I and II. The application of the King Code of governance for 

South Africa 2009 (King III Code) should lead to a good governance practice in every entity, 

were the principles are elaborated (King III Code, 2009). The vision that the interaction of gov-

ernance, strategy and sustainability should not be separated is one of the indispensable principles 

of King III (IoDSA, 2013). The disclosure of how the company applies to or explains the King 

III Code will give the stakeholder a broader opportunity to share their opinions regarding the 

governance of the company (Deloitte, 2009; King III Code, 2009).  

 

In March 2010, all listed companies at Johannesburg Stock Exchange were obliged to comply 

with the King III Report, the enforcement of reporting requirements are mandatory and full dis-

closure of non-financial matters is a part of the listing rules. The Companies Act no 71 of 2008 

was enforced on the first of May 2011 in accordance with the King III and King III Code (King 

III Code, 2009; King III, 2009). The GRI is acknowledged by King III to be the accepted inter-

national standard for reporting non-financial information. This reporting initiative is the result of 

the King Report on Governance for South Africa 2009 (Solomon & Maroun, 2012). 

2.2.3 Responsibilities  

The board is responsible for guaranteeing that systems and processes are executed in the right 

order to create an informative report to the stakeholders. King III (2009) suppresses that every 

entity’s performance should be integrated; reflecting choices made by the board, in the reporting 

context of the “triple bottom line”. The board also has the responsibility to create forward-

looking information, which will empower the stakeholders with enlightenments about the com-

pany’s economic value (PwC, 2009). Furthermore, King III (2009) advocates that both the prin-

ciples in the Code and the best practice recommendations in the Report should be applied by all 
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divisions of the company. The importance of each principle is equal and should therefore be ap-

plied correspondingly, in order to govern a holistic governance approach (PwC, 2009).  

 

To achieve compliance with King III, the Code and the Report, insignificant application is not 

sufficient. The information regarding sustainability and the statutory financial information is re-

quired to be integrated in the Integrated Report, in accordance with King III. King III (2009) 

declares that an integrated report should encompass forward-looking information and be re-

leased annually. The integration of other aspects within the organization and the sustainability in-

formation should be processed and achieved throughout the year, not solely assembled at the 

end of the year (King III Code, 2009; PwC, 2009).   

 

The responsibility for the integrity concerning the integrated report accrues the board. The 

board collaborates with the audit committee in order to assure that no conflicts or alterations 

arise in the reporting. The responsibility of the audit committee has mainly been to examine the 

financial reporting, but recently their responsibility has broadened, including sustainability re-

porting. King III emphasizes that integrated reporting necessitates more than an “imposition” of 

the triple bottom line; hence, sustainability reporting should be incorporated in the organization. 

To epitome; the preparation of an integrated report is time consuming for the company and re-

quires resources (King III Code, 2009; PwC, 2009).   

2.3 International Integrated Reporting  

2.3.1 Framework of IIRC  

In August 2010, the International Federation of Accountants, the GRI and the Prince’s Account-

ing for Sustainability Project founded IIRC, with the aim to create a globally accepted integrated 

reporting framework. The IIRC organization consists of a wide group of representatives, inves-

tors, firms and organizations, academics, regulators, accounting, sustainability groups and other 

stakeholders (IIRC, 2013). 

 

As noted, South Africa is a pioneer in integrated reporting and the only nation with mandatory 

requirements. The initial adopters of integrated reporting ought to distinguish the interaction be-

tween financial and non-financial disclosure, in order to make the information understandable 

and clear in their communication with stakeholders. Systems, data collection and several factors 

in the corporation should be linked in an integrated report, indicating an evolving reporting 
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mechanism. Moreover, IIRC can gain knowledge from South Africa and share the successes and 

setbacks regarding their integrated reporting (Solomonn & Maroun, 2012). 

 

IIRC published a discussion paper in 2011 with the intention to initiate the practice of an inter-

nationally accepted integrated reporting framework. The IIRC (2011) describes integrated report-

ing as five guiding principles; strategic focus, connectivity of information, future orientation, re-

sponsiveness and stakeholder inclusiveness, conciseness, reliability and materiality. The principles 

should interconnect with the six content elements; organizational overview and business model, 

operating context, including risks and opportunities, strategic objectives and strategies to achieve 

those objectives, governance and remuneration, performance and future outlook. The content 

elements should be linked to each other in order to reach an integrated report, involving the 

principles. The presentation of the elements should make the interconnections between them 

apparent. According to the IIRC this integrated reporting framework containing these elements 

and principles are the building block of integrated reporting (IIRC, 2011). 

 

Moreover, Göran Tidström, President of the International Federation of Accountants and 

member of the IIRC, stated that “Financial information is not sufficient. We have to provide information on 

sustainability, on social issues and environment, and it has to be done in an integrated way with a financial re-

port.” (Tidström, 2013). IIRC attempts to create a global framework that accommodates com-

plexity as well as supporting the development of reporting in the future. In collaboration with 

numerous different organizations, for instance, International Accounting Standards Board 

(IASB) and the US-based Financial Accounting Standards Board (FASB), IIRC strives to achieve 

this globally accepted international integrated framework (IIRC, 2011).  

 

Over the past five years, there has been a shift from shareholder towards stakeholder; according-

ly, organizations seek to legitimize themselves to a broader range of the society. On the contrary, 

IIRC affirmed its emphasis towards shareholders accountability; leading to that this “stakeholder 

engagement” approach can oppose IIRC (Solomon & Maroun, 2012). Although IIRC asserts 

that the reporting must be adjusted to the organizations today, who’s value of the business con-

sists of intangible assets rather than tangible (Fraser, 2012). The new reporting requirement re-

garding integrated reporting that IIRC has developed, is not intended to increase the burden of 

reporting, the goal is rather to provide their stakeholders with better information and resource 
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allocation decisions (UNGC, 2010). Lastly, the framework will guide organizations to prepare an 

integrated report aiming to reach a mindset of integrated thinking (IIRC, 2011).  

2.3.2 IIRC’s Pilot Programme 

The IIRC Pilot Programme is a study conducted and developed by the International Integrated 

Reporting Framework. The participants of the Pilot Programme consists of a group of organiza-

tions, which have the possibility to conduce with decisions regarding the development and rep-

resentation of global leadership, in the new and emerging field of corporate reporting (IIRC,  

2013).  

[“We call the Pilot Programme our ‘innovation hub’ – made up of people who want to push the bounda-

ries just a little bit further, to challenge, or at least question orthodox thinking, and to acknowledge the 

importance or reporting to the way our organizations think and behave”, Paul Druckman, CEO, IIRC 

(Druckman, 2013).] 

 

It is the investors as well as the business environments responsibility to decide throughout the 

Pilot Programme whether the principles, content and the application of integrated reporting are 

being tested and developed. The first version 1.0 of the Framework will be published in Decem-

ber 2013, and the Pilot Programme will be effective until September 2014, in order for the par-

ticipants to have time to test the framework during their next reporting cycle. This will facilitate 

the IIRC to evaluate the eventuations and complete their process regarding integrated reporting. 

The Pilot Programme is amended to guide and help organizations on how to implement inte-

grated reporting, incorporating two approaches, the Business Network and the Investors Net-

work. The first approach, the Business Network; has a quantitative approach of eighty organiza-

tions worldwide from multinational corporations to public sectors. The second approach, Inves-

tors Network; accounts for over thirty institutional investors internationally (IIRC, 2013). 

 

The IIRC Pilot Programme Business Network was founded in 2011 and since then eighty busi-

nesses have committed to the program worldwide. AB Volvo-Volvo Group, the Coca-Cola 

Company, Tata Steel, Sasol and Unilever are some of the companies participating in the pro-

gram. The companies and other members are fully dedicated and engaged in the process of 

IIRC, for instance through the Pilot Programme community website, regional and sector net-

works. This engagement provides them with the possibility to discuss and challenge developing 

technical material, share their experiences and its applicability. Therefore the main purpose of 

the Pilot Programme Business Network is to; present IIRC with responses on its key building 
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blocks in the framework, development and practical appliance in order to fortitude businesses 

towards the effectuation of integrated reporting. North America, South America and Asia are the 

central areas they focus upon (IIRC, 2013). 

 

The Investor Network was founded one year later, in 2012. The IIRC cooperates with Principles 

for Responsible Investment (PRI) in order to supplant the Pilot Programme Investor Network, 

overseen by Colin Melvin the CEO of Hermes Equity Ownership Services (EOS). The objective 

of the Investor Network is to provide investor’s insights on deficits of existing corporate report-

ing, present positive challenges and feedback on emerging reporting from Pilot Programme re-

porting organizations and to ensure the development of the International Integrated Reporting 

Framework. Furthermore, the objective is to maintain the relationship with the investor com-

munity on integrated reporting (IIRC, 2013). 

2.4 Value-Relevance 

2.4.1 Previous Research of Value-Relevance 

Within the research field of value-relevance, there are different perspectives, measurement versus 

information, as well as different market assumptions, efficient versus inefficient. The research of 

value-relevance of accounting information has been compartmentalized into four different lines 

of action. According to Francis and Schipper (1999) the first interpretation refers to accounting 

information as it conduce stock prices by capturing share values against the drift of stock price. 

The profit from the accomplishment of accounting-based trading rules would equal the value- 

relevance (Francis & Schipper, 1999). Harris and Ohlson (1990) as well as Ou and Penman 

(1989) are exemplifications in this line of action. 

 

The second approach of value-relevance literature of accounting amount refers to that financial 

information can be seen as value relevant when it is included in a valuation model or if it con-

tributes to forecast factors regarding the model (Francis & Schipper, 1999). In line with this ap-

proach, Lev and Suogiannis (1996) explored if existing research and development (R&D) ex-

penditures were connected with future earnings. The research findings in the study by Lev and 

Suogiannis (1996) propose that R&D capitalization generates statistically relevant and reliable in-

formation. In accordance with this approach, many researchers have examined the relationship 

between accounting information and stock prices, which is a repeatedly researched field accord-

ing to Dumontier and Raffournier (2002).  
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Francis and Schipper (1999) identify the third approach of value-relevance as the issue if inves-

tors pay attention to the information within financial statements and the usefulness of the in-

formation. The fourth approach of value-relevance refers to how the ability of financial state-

ments reflects and encapsulates data influencing share values (Francis & Schipper, 1999). Collins, 

Maydew and Weiss (1997) investigated systematic changes in the value-relevance of earnings and 

book values over time. Similar research has been conducted by Lev and Zarowin (1999) and 

Francis and Schipper (1999).  

 

The non-financial information has also been included in research of value-relevance. Amir and 

Lev are prosperous in the field of value-relevance research; they published a study in 1996, inves-

tigating the wireless communication industry and its value-relevance of non-financial infor-

mation (Amir & Lev, 1996). A similar study, by Trueman, Wong and Zhang (2000) examined in-

ternet companies focusing upon the relevance of diverse procedure of internet usage. The empir-

ical evidence from the study shows that financial statements are of a constrained use when valu-

ing internet stocks.   

2.4.2 Defining Value-Relevance  

The research concerning value-relevance provides extremely little perceptiveness for setting 

standards (Holthausen & Watts, 2001). Conversely, Barth, Beaver and Landsman (2001) opposes 

this conclusion, referring value-relevance literature as a contribution to fruitful insights for 

standard setting. The literature that examines the definition of value-relevance was recognized 

more than 30 years ago, describing an accounting amount as value relevant when having a 

prophesied association with equity market values (Miller & Modigliani, 1966). Even though the 

associations were recognized during the 60’s, Amir, Harris and Venuti (1993) published the first 

study using the term value-relevance in 1993. The academic researchers are referred as primal 

initiators as well as the proposed consumers of value-relevance research. The motive for execut-

ing assessment of value-relevance is to enhance the acquaintance concerning relevance and relia-

bility of accounting amounts revealed in equity values. The correlation between relevance and re-

liability is indicated in the values of equity (Barth et al., 2001). 

 

The latent significance of research within the field of value-relevance consists of academic re-

searchers. Additionally standard setters, policy makers, regulators, firm managers and financial 

statement users are the privies. The non-academic constituents usually elevate the question of 
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value-relevance to be evaluated in further research. Even so, academic research evades these 

questions since they entail a broader analysis than achievable in an academic research paper 

(Barth et al., 2001).   

 

In general, the conclusions of value-relevance research do not contribute to normative or policy 

changes, rather the researches have coherence for non-academic constituents (Barth et al., 2001). 

Relevance and reliability can be of importance for investors and should be focused upon in the 

research of value-relevance. Value-relevance and reliability are complex expressions; therefore, 

companies may not fully capture them in their operationalization in the research design (Barth, 

1991). 

 

The value-relevance literature does not constitute in order to satisfy standard setters, since social 

welfare tradeoffs are not included in the term and equity investors are not the only users of fi-

nancial statements. It is of importance to encourage research within the field of value-relevance, 

since it supplies new information of interest for academics as well as non-academics. Further-

more, it is challenging to accomplish and fulfill research of value-relevance; taking significant 

time and effort to gain knowledge about financial reporting constituents, particulars of account-

ing amounts and to utilize a design of the research that are in line with the research question. 

Hence, the complexity of the market conditions has to be taken into consideration when con-

ducting the studies within the research of value-relevance. The financial markets have expanded, 

leading to that the accounting standard need to change; therefore, it is a challenging task for re-

searchers to make significant conclusions concerning the standard setting (Barth, 2000). 

 

This thesis follows precedent research papers within market based accounting (Hassel, Nilsson 

& Nyquist, 2005; Trueman et al., 2000; Ali, Hwang & Trombley, 2000) when defining value-

relevance as the “the ability of accounting or non-accounting measures to capture or summarize information 

that affects equity value.” (Hassel et al., 2005, p.45).  

2.4.3 Shareholders Value 

Shareholders are the initial investors in a company; investing money to offer risk capital for the 

company. Law, in contrast to other stakeholders, generally protects the shareholder rights. The 

focus of shareholders is vital; many companies therefore attempt to maximize shareholder’s val-

ue. The shareholders are the receiver of the free cash flow, resulting in that they have a vast in-



 

17 

 

terest in maximizing the profits for the corporation. A shareholder can be defined as an individ-

ual, institution, firm, or other entity that owns shares in a company (Mallin, 2010). 

Milton Friedman, 1962, recognized the belief, that the maximization of shareholders value is the 

primary focus for management recipients. The advocators, of Friedman’s belief, argue that if 

everyone attempts self-interest it will result in economic growth, benefiting the society as a 

whole. The effect of well-being spread to the society is referred as “trickle down”, by the advoca-

tors (Deegan & Unerman, 2006). 

 

Financial Accounting Standards Board (FASB) is a well-known developer of conceptual frame-

work, defining an accounting amount as relevant if it makes a difference in the user’s decision 

regarding the financial statement (FASB, 1984). Statements of Financial Accounting Concepts 

(SFAC), which communicate FASB’s objectives, indicate that old information, not only new in-

formation, can be relevant to the users of financial statements (Barth, 2000; FASB, 1984). 

 

Investors represent a large range of financial statement users; therefore, much of the accounting 

research is addressed to the perspective of the investors. The information, concerning the value 

of the firm, supports investors in the process of decision-making and is therefore the primary in-

terest of investors. The value-relevance literature epitomize one perspective on how to opera-

tionalize the FASB’s statement, therefore the value-relevance literature is not a stated norm of 

FASB. As stated by Barth (2000, p.10) “Valuation is a key input to and a key output of investors’ deci-

sions”. Information that is not decision relevant, due to accessibility of more recent information, 

can still be value relevant (Barth, 2000).  

 

Investors use the accounting information as a vital input for their decision-making. Accounting 

research of capital markets aims to estimate whether the information disclosed by the companies 

provide value relevant information for the investors (Negakis, 2005). According to Barth (2000), 

an accounting amount will be value relevant only if the amount reflects what is of relevance for 

the investors when valuing the firm. In general, value-relevance studies contents a valuation 

model in order to test the hypothesis, with the aim to access how investors use various account-

ing amounts.  
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There are several studies done with the intention of investigating what information that is of im-

portance for investors. The research done by Hassel et al. (2005) show that information regard-

ing environmental performance is value relevant for the investors. Other studies find that the in-

formation regarding costs of intangible assets are relevant to the investors, reflecting the share 

price of the company, such as goodwill and capitalized software (e.g., Chambers, Jennings & 

Thompson III, 1999; Aboody & Lev, 1998; Jennings, Robinson, Thompson III & Duvall, 1993). 

Moreover, studies show that R&D as well as advertising expenditure are of relevance for inves-

tors, perceiving it as capital acquisitions, rather than costs (e.g., Landsman & Shapiro, 1995; 

Bublitz & Ettredge, 1989; Hirschey & Weygandt, 1985; Abdel-khalik, 1975). 

2.5 Prior Disclosure Studies 

To use indices as a tool for operationalizing the information disclosed by the companies is 

commonly used in the world of research. Previous research has addressed different perspectives 

of disclosure of annual reports (Street & Bryant, 2000). Usually self-constructed indices are built 

in order to measure mandatory disclosures (Chen & Jaggi, 2000; Wallace & Naser, 1995) as well 

as voluntary disclosures (Depoers, 2000; Botosan, 1997; Raffournier, 1995; Chow & Wong-

Boren, 1987). Disclosure indices have also been used to measure more constrained factors such 

as environmental and social disclosure (Williams, 1999) and forward-looking information (Aljifri 

& Hussainey, 2007; Beretta & Bozzolan, 2005). 

 

The information regarding disclosure differs when comparing findings from previous research. 

A number of studies do not confirm that there is a correlation between the information and the 

size of the company (Prencipe, 2004; Ahmed, 1996; Malone, Fries & Jones, 1993). On the con-

trary, the majority of previous research found a positive correlation between the size of the 

company and the amount of information disclosed (Alsaeed, 2005; Depoers, 2000; Wallace, 

Naser & Mora, 1994; Cooke, 1989; Mcnally, Eng & Hasseldine, 1982; Firth, 1979; Buzby, 1975). 

Several of the self-constructed indices include weighted items (Chow & Wong-Boren, 1987; 

Buzby, 1975; Singhvi & Desai, 1971) but in general, the weight of chosen items within the self-

constructed indices is not assessed (Depoers, 2000; Raffournier, 1995; Cooke, 1989; Chow & 

Wong-Boren, 1987). 

 

Different findings have also been revealed regarding voluntary disclosures within different indus-

tries, some of the studies find a strong correlations of the information disclosed and the industry 
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(Cooke, 1992), whereas the correlation are weak in other research done (Meek, Roberts & Gray, 

1995; McNally et al., 1982). In previous research, different attributes have been included in the 

indices; the quantity of information is one of the approaches used (Li, Pike & Hannifa, 2008; 

Aljifri & Hussainey, 2007; Hussainey, Schleicher & Walker, 2003; Entwistle, 1999; Williams, 

1999). In addition, some indices are constructed with more complexity; measuring the richness 

of the information disclosed.  

 

Despite ambiguity within the framework of information disclosure, regarding voluntary as well as 

mandatory disclosure of information, the previous studies are to be unified with the aim to ex-

amine the relevance and usefulness of the information for investors (Aljifri & Hussainey, 2007). 

2.5.1 Mandatory Disclosure 

Accounting and securities market regulators control mandatory disclosure and exist in order to 

create consistency in reporting practices, by setting minimum requirements that companies 

should follow (Berthelot, Cormier & Magnan, 2003). Pursuant to Lev (1988), a mandatory re-

quirement increases the communication between a company and its investors, decreasing the 

asymmetry of information. In line with this argument, Healy and Palepu (2001) expresses that in-

formation within the financial statements, regulated by accounting standards, presents the re-

porting choices for corporations and creates an accepted language for investors. Moreover, Ohl-

son (2001) expresses that information presented under mandatory disclosure requirements sup-

ports prediction of future earnings.  

 

A company discloses both “good” and “bad” news under a mandatory disclosure requirement, 

since they are obliged to present a fair picture of the company (Verrecchia, 2001). Both “proprie-

tary” and “non-proprietary” disclosure will be enhanced if the compliance level of mandatory 

disclosure increases, according to Dye (1986). Hence, Hassan, Romilly, Giorgioni and Power 

(2009) express that if the costs of non-compliance with mandatory regulations are insignificant 

and the compliance with the mandatory regulations is high, the companies that do not disclose 

the information required, might be better off. In addition, Hassan et al. (2009) argue that a supe-

rior compliance level, compared to the company’s competitors, can create doubtfulness for in-

vestors. If a company has high disclosure compliance within a market where the overall disclo-

sure level is low, the company can be “penalized” for disclosing mandatory details. Thus, it im-
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plies that a relative disadvantage might be the outcome when other companies fail to disclose the 

same amount of mandatory information (Hassan et al., 2009).  

 

Previous evidence provided by Lancaster (1998), indicate that the mandatory disclosure of cur-

rent environmental expenses and future capital expenses are positively correlated to a company’s 

market value. Furthermore, it is argued by Gigler and Hemmer (1989) that mandatory infor-

mation requirements will not be value relevant if they solely create credibility of the company’s 

voluntary disclosure. Besides, Gray, Kouhy and Lavers (1995) expresses that disclosure concern-

ing environmental preference is a reflection of social and political demands. Corporations with a 

poor environmental performance will therefore have incentives to disclose information as an ef-

fect of the expectations from the society, in order to protect their reputation (Gray et al., 1995).  

2.5.2 Voluntary Disclosure  

Voluntary disclosure concerns companies’ objectives of future success, in contrast to mandatory 

regulations, that in general refers to the interest of accounts receivable and payable (Leuz & 

Wysocki, 2008). Under voluntary disclosure, companies reveal the amount of information that is 

demanded by the investors, in order to reach the efficient level of disclosure (Healy & Palepu, 

2001). The cost of equity is expected to be lower under voluntary disclosure, since the increase 

of information, results in a decrease of information asymmetry, which enhances the company’s 

market value (Botosan, 1997; Diamond & Verrecchia, 1991). 

 

Amir and Lev (1996) states that voluntary disclosure has a significant relation to stock price, 

more significant than the information within the financial statements, therefore the information 

regarding voluntary disclosure is valuable to the investors. Grossman (1981) and Milgrom (1981), 

expose that companies should voluntarily publish all information accessible, since if investors be-

lieve that the company withhold information; they will assume the information to be negative, 

leading to a decline in the company’s market value.  

 

In 1996, Deegan and Gordon examined the practice of Australian companies’ environmental 

disclosure. The research reveals that companies disclose positive information regarding their en-

vironmental performance, but circumvent to report negative environmental effects. Moreover, 

Deegan and Gordon (1996) express that the environmental disclosure increase over time, pre-

sumably as an effect of overall awareness concerning protection of the environment in the socie-
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ty. Under voluntary disclosure, companies that have preeminent environmental performance are 

induced to publish information in order to distinguish themselves (Li, Richardson & Thornton, 

1997; Verrecchia, 1983). Deegan and Rankin (1996), highlights that corporations publish more 

“good” news than “bad” news, as a result from research regarding environmental disclosure of 

twenty companies on the Australian market. 
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3 Method 

 
In this chapter, the chosen research method for this study will be presented. Firstly, the choice of method presented 
as a quantitative research approach will be explained, followed by collected data, data sampling, and data that has 
been eliminated. Further, the valuation-based Ohlson model and techniques used to conduct this study will be dis-
cussed. The chapter is concluded discussing the reliability of the thesis and its critical discussion.

 

3.1 Research Approach  

3.1.1 Quantitative versus Qualitative Study   

The formation of a study can rely on two different perspectives, either a qualitative or quantita-

tive or through a combination of the two. The methods can be used as guidance during the the-

sis, in order to know how to answer a question or how to acquire understanding. The fundamen-

tal difference is that the quantitative method converts the information to numbers or other 

measureable appearances, whereas the qualitative method gives the researcher more scope for in-

terpretation (Holme & Solvang, 1997). 

 

This thesis takes a quantitative approach relying on measureable data from integrated annual re-

ports, which will be the ground for statistical analysis. Holme and Solvang (1997) argue that 

quantitative methods are appropriate to use when relationships or the magnitude of appearances 

shall be stated. 

 

The purpose of this study is to provide a comprehensive picture of integrated reporting; accord-

ingly, the quantitative method will provide a more pronounced outcome. Furthermore, the ex-

amination of this study is supported by prevailing theories using the Ohlson model. This is in 

line with the positivistic approach, which denotes objectivity when observing data. The herme-

neutics scientific approach is the opposite of the positivistic approach and consents the research-

er to be subjective. The positivistic research philosophy supports the quantitative method, con-

firming our choice of method (Smith, 2003). 

3.1.2 Data Collection  

The main source for gathering quantitative information was the consolidated integrated annual 

reports that have been accessed at the companies’ webpages. The interpretation of what infor-

mation companies disclose, regarding integrated reporting, was received through a self-

constructed index. The index describes an explicit description and definition of how the term in-
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tegrated reporting is defined. A more elaborated explanation of the index is included in this 

chapter. Furthermore, the financial variables studied in the chosen model have been provided by 

Reuter’s DataStream database. 

 

The disclosure of the information regarding integrated reporting differ between the companies, 

since the placement of information are not uniform. The information within the integrated an-

nual reports has been found in the section regarding sustainability. It has been ensured that no 

information has been unobserved by using the find function in Adobe Acrobat Reader. In each 

index item, one or more “keywords” have been used to search through the integrated annual re-

ports.  

 

Additionally, quantitative data have been collected from the University library, JSTOR, Science 

Direct, SFX and Social Science Research Network. Common keywords used to find articles and 

literatures are; Disclosure, Integrated Reporting, Integrated Reporting in South Africa, Value-Relevance, Non-

financial information, etc.  

3.1.3 Data Sampling  

The study was conducted by analyzing integrated reporting with the help of a thorough research 

of Johannesburg Stock Exchange’s Main Board. Companies listed on AltX and the African 

Board has been excluded from the study. This means that the initial sample consists of 434 

companies. The classification of the sectors within the study has been categorized by Johannes-

burg Stock Exchange per 2013-04-15. At that time companies listed on Johannesburg Stock Ex-

change’s Main Board were classified in 37 different sectors, which can be found in Appendix 1. 

3.1.4  Eliminated Data 

The sample represents 21 sectors regarding manufacturing and producing corporation of the 

complete market of Johannesburg Stock Exchange, where 16 financial and service related sectors 

have been excluded. The manufacturing and producing sectors account for the larger amount of 

the market, and are the primary focus of this thesis, since they have an effect on the environ-

mental and social aspects. Hence, the reason for not including the financial and service related 

sectors is established in their different way of disclosing information, in order to achieve a clear 

result, Table 3-1.  
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Table 3-1 Sectors 

Sectors (Total 21) 

Automobiles & Parts Household Goods & Home 
Beverages Industrial Engineering 
Chemicals Industrial Metals & Mining 
Construction & materials Industrial Transportation 
Electricity Mining 
Electronic & Elecrical equipment Oil & Gas producers 
Food & Drug Retailers Personal Goods 
Food Producers Pharmaceuticals & Biotechnology 
Forestry & Paper Technology Hardware & Equipment 
General Industrials Tobacco 
Health Care Equipment & Services  

 

The electronic integrated annual reports that were not available regarding 2009 and 2011, led to 

53 companies beeing excluded from the sample size. The elimination of missing data for 2009 or 

2011 led to 27 companies beeing excluded. Furthermore, the companies that did not provide the 

numerical data needed to conduct the calculations of the study were excluded. This is classified 

as eliminated data (Smith, 2003), Table 3-2. Consequently, the final sample size consists of 142 

companies (See Appendix 2).  

Table 3-2 Eliminated Data 

Initial sample 434 

Financial services / banks 159 

Operation not related to Environmental and Social 45 

No report found 53 

No financial information 8 

Missing information in one of the years 27 

Final Sample  142 

 

The thesis sought to have a sample as large as possible when conducting a quantitative study, in 

accordance to Smith (2003), large enough to complete the study. In line with earlier studies using 

the model; Semenova, Hassel and Nilsson (2009), Hassel et al. (2005), Amir and Lev (1996), 

Loudder, Khurana and Boatsman (1996), Amir et al. (1993) the chosen sample size is large 

enough. 

3.1.5 Quantitative Data Analysis 

Quantitative data collection can be difficult, since large amount of data need to be managed. An-

alyzing the data can be even more complicated, since there are many aspects to consider; what 
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type of data to collect, methods used for searching for errors in the data, what type of context 

the information will be used in and how it should be interpreted. Considering these aspects when 

performing this analysis provides a better insight and criticism towards the chosen data, this will 

provide a more reliable result for the research (Lewis, Saunders & Thornhill, 2009). 

 

All information, as well as the quantitative data, provided can be divided into two separate 

groups, numerical data and categorical data. Numerical data is as the word specifies, data meas-

ured in numbers, also frequently used in various statistical operations. The categorical data repre-

sents data that cannot be measured in numerical terms, rather it is classified and categorized de-

pendent on its characteristics of what it ought to describe (Lewis et al., 2009; Smith, 2003). Both 

these approaches will be used for the research of this thesis. The Disclosure index is built on cat-

egorical data, which has been transformed into numerical data, in order to achieve comprehen-

sive statistical data together with other numerical data. Using this technique facilitates reaching 

the result of this research. To receive as accurate a result as possible, the usage of great amount 

of data amplifies the reliability of the results. Relevant data for accomplishing this research has 

been collected. Excel and Stata 12 are programs that have supported the analysis of the data. 

3.2 Statistical Procedures 

3.2.1 Ohlson Model 

This thesis intends to provide data regarding value-relevance of the integrated reporting frame-

work on Johannesburg Stock Exchange with the help of Ohlson (1995) model. Ohlson model 

has become an established method in market-based accounting research; used to investigate the 

value-relevance of non-financial variables (Johnston, Sefcik & Söderström, 2008; Kallapur & 

Kwan, 2004; Rajgopal, Venkatachalam & Kotha, 2003; Hirschey, Richardson & Scholz, 2001; 

Trueman et al., 2000; Ittner & Larcker, 1998; Amir & Lev, 1996). The model can be expressed 

by the following equation (1): 
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                               (Equation 1) 

   : Value of the company 

   : Book value of shareholders’ equity  

   : Net profit  

   : Other information 

   : Mean zero disturbance term 

 

The Ohlson model relies on the assumption that current earnings, the book value of equity and 

non-accounting value relevant information together indicate the market expectations of future 

cash flow. The non-financial variable of Ohlson model is not clearly defined; furthermore, it al-

lows the researchers to use their own interpretations to determine non-financial information 

(Semenova et al., 2009). In this thesis, the Ohlson model was extended by a self-constructed in-

dex, in order to determine the value-relevance of integrated reporting. With the intention of ex-

amining the first hypothesis (HA) of this thesis, the following equation (2) was used: 

                               (Equation 2) 

 

    : Market value of a company j at the financial period (t) 

     : Book value of asset at the end of the financial period (t) 

    : Net profit tax for company j for financial period (t) 

    : Compliance score with self-constructed index for company j for financial period (t) 

 

3.2.2 Disclosure Index 

Building a self-constructed index and selecting the items gives a great possibility of disclosure. 

This approach is used frequently in academic research hence there is no certified theoretical 

guideline for selecting the items. It is therefore of significance that the selected items are critically 

evaluated (Marston & Shrives, 1991). Limiting the selected items to environmental and social 

factors correlates with this thesis’ chosen sample. King III refers to the guidelines of GRI when 

conducting an annual integrated report (King III, 2009), which is why the index of this thesis is 

derived from the GRI’s G3 principles. 
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In order to answer the research question of this thesis the disclosure index was developed. The 

index was built to measure and define the variable for integrated reporting in the valuation mod-

el. The disclosure index was assembled from the “GRI G3 and G3.1 Update-Comparison sheet”, 

where the items under the environmental and social aspects have been covered. To measure the 

disclosure, two methods for compliance were applied. The partial compliance (PC) was used as 

an unweighted method. The following equation (1) measures the equal importance for each item 

(Tsalavoutas, Evans & Smith, 2010), and is expressed in the following formula: 

 

    
∑      

  
  (Equation 1) 

Where the variable PCj defines the total scores complied for each company. The disclosure of 

each complying item (Xi) was added together and divided by the total summation of complied 

items for each company, Rj. To assess the value of each item the binary model, 1 or 0 was ap-

plied, to determine if the information was disclosed or not. If the items were disclosed in the in-

dex, each item was given a value of one, and if not, a value of zero. The Cooke’s method, the 

usual disclosure index method, has been used as an alternative measure (Cooke, 1992). To assess 

the value of each company the disclosure index was calculated as the ratio of all items disclosed 

to the maximum score for that company, expressed in the following equation (2). 

   
  ∑   

 
   

  ∑   
 
   

  (Equation 2) 

 : Total number of disclosed items (di) by company j 

 : Maximum number of disclosure items for company j  

  : Total compliance score for each company, 0 ≤ Cj ≤ 1. 

 

A total of the index scores for each corporation and year were calculated in order to convert the 

scores receiving the scored ratio for each company. The sample of 142 corporations integrated 

annual reports are associated with the index, with 75 main categories divided into subcategories, 

providing a total of 83 items, See Table 3-3. The encoding, 1 or 0, has been done systematically 

and the same approach has been used in every company’s information disclosure. This implies 

that the coding for each company has been equally treated; decreasing the subjectivity using the 

same technique.   



 

28 

 

Table 3-3 Disclosure Index 

Items (Total=83) Code     
ENVIRONMENTAL      
MATERIALS EN1 Materials used by weight or volume    
 EN2 Recycled materials     
ENERGY EN3 Direct energy consumption     
 EN4  Indirect energy consumption by primary source   
 EN5 Energy efficiency      
 EN6 Reduction of energy consumption     
 EN7 Initiatives to reduce indirect energy consumption and reduc-

tions achieved 
 EN8 Total water usage     
 EN9  Water sources significantly affected by withdrawal of 

water 
 

 EN10 Water recycled and reused    
BIODIVERSITY  EN11 Location of land owned, leased, managed    
 EN12 Description of significant impacts of activities, products, and 

services on biodiversity in protected areas  
 EN13 Habitats protected or restored    
 EN14  Future plans for managing impacts on biodiversi-

ty 
  

 EN15 Number of IUCN Red List species and national conserva-
tion list species with habitats in areas affected by the opera-
tion 

EMISSIONS, EFFLUENTS & WASTE EN16 Greenhouse gas emissions by weight    
 EN17  Other relevant indirect greenhouse gas by weight   
 EN18 Initiatives to reduce greenhouse gas emissions and reduc-

tions achieved 
 EN19  Emissions of ozone-depleting substances by 

weight 
  

 EN20 NO, SO, and other significant air emissions by type 
and weight 

 

 EN21 Total water discharge by quality and destination   
 EN22 Waste     
 EN23  Total number and volume of significant spills   
 EN24 Weight of transported, imported, exported, or treated waste 

deemed hazardous (under the terms of the Basel Convention 
Annex I, II, III, and VIII) 

 EN25  Habitats significantly affected by the reporting organization’s 
discharges of water and runoff  

PRODUCTS& SERVICES EN26 Initiatives to mitigate environmental impacts of products and 
services 

 EN27  Percentage of products sold and their packaging materials 
that are reclaimed by category 

COMPLIANCE EN28 Compliance with environmental laws and regula-
tions 

  

TRANSPORT EN29 Transport of products/goods    
OVERALL EN30 Environmental protection and environmental invest-

ments  
 

SOCIAL   

INVESTMENT & PROCUREMENT PRACTICES HR1 Investment agreements and contracts that includes human 
right concerns  

 HR2 Business partners that have undergone human rights 
screening 

 

 HR3 Total hours of employee training on policies and procedures 
concerning aspects of human rights 

NON-DISCRIMINATION HR4  Action taken against discrimination     
FREEDOM OF ASSOCIATION & COLLECTIVE 
BARGAINING 

HR5 Freedom of association and collective bargaining    

CHILD LABOR HR6  Action taken against child labor    
FORCED & COMPULSORY LABOR HR7  Working hours      
SECURITY PRACTICES HR8 Security personnel trained in the organization’s policies or 

procedures concerning aspects of human rights  
INDIGENOUS RIGHTS HR9 Protection of rights concerning indigenous people    
ASSESSMENT HR10  Action taken concerning human rights     
REMEDIATION HR11 Work related to human rights filed    
EMPLOYMENT LA1 Total workforce by:      
  Employment type     
  Employment contract     
  Employment region      
  Employment gender     
 LA2 Total number of new employees    
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 LA3 Benefits provided to full-time employees    
 LA15  Return to work and retention rates after parental leave, 

by gender 
 

LABOR/MANAGEMENT RELATIONS LA4 Percentage of employees covered by collective bargaining 
agreements 

 LA5 Minimum notice period(s) regarding operational 
changes 

 

OCCUPATIONAL HEALTH & SAFE TY LA6 Safety programs     
 LA7  Rates of injury      
  Occupational diseases     
  Lost days      
  Absenteeism     
 LA8  Education     
  Training     
  Risk-control programs      
 LA9  Health and safety topics covered in formal agreements with 

trade unions 
TRAINING &  EDUCATION LA10 Average hours of training per year per employee    
 LA11 Programs for skills management and lifelong learning 

for employees 
 

 LA12 Percentage of employees receiving regular performance and 
career development reviews 

DIVERSITY &  EQUAL OPPORTUNITY LA13  Composition of governance bodies and breakdown of em-
ployees by gender and age group 

EQUAL REMUNERATION FOR WOMEN & 
MEN 

LA14 Ratio of basic salary and remuneration of women to men by 
employee category, by significant locations of operation 

LOCAL COMMUNITY SO1  Community engagement     
 SO9 Operations with significant potential or actual nega-

tive/positive impacts on local communities 

 SO10 Prevention implemented in operations with significant po-
tential or actual negative impacts on local communities 

CORRUPTION SO2  Anti-corruption     
 SO3 Percentage of employees trained in organization’s anti-

corruption policies and procedures 

 SO4 Actions taken concerning corruption    
PUBLIC POLICY SO5  Participation in public policy development and lobby-

ing 
 

 SO6 Total value of financial and in-kind contributions to political 
parties, politicians, and related institutions by country 

COMPETITIVE BEHAVIOR SO7 Actions taken to remain competitive    
COMPLIANCE SO8  Compliance with laws and regulations    
CUSTOMER HEALTH & SAFET Y PR1  Life cycle stages of product and services   
 PR2 Regulations and voluntary codes concerning health and safe-

ty impacts of products 
PRODUCT & SERVICE LABELING PR3 Product and service labeling    
 PR4  Regulations and voluntary codes concerning product and 

service information and labeling 

 PR5 Practices related to customer satisfaction    
MARKETING COMMUNICATIONS PR6  Marketing communications    
 PR7 Regulations and voluntary codes concerning marketing 

communications 
CUSTOMER PRIVACY PR8 Customer privacy      
COMPLIANCE PR9 Compliance with laws and regulations concerning use of 

products/services 

The disclosure index with corresponding code number from “GRI G3 and G3.1 Update-Comparison sheet”. 
EN: Environmental, HR: Human Rights, LA: Labor Practices and Decent Work, SO: Society, PR: Product Respon-
sibility. Core code: X, Additional code: Y. 
 

3.2.3 Motivation for the chosen Model 

The model used in this thesis, Ohlson model, was chosen in order to answer the research ques-

tion of this thesis and by this support its given conclusion. The model is a residual income valua-

tion model, intended to validate the value-relevance of financial and non-financial information of 

a company. Besides, the Ohlson model is well known and frequently used in earlier market-based 

accounting research, ergo the model is of essential use for this thesis. The regression of the 
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model was performed when finding if integrated reporting is value relevant or not. Since the 

model is well-used in previous research, the risk that the results of this thesis shows a misleading 

delineation can be eliminated, proving the result of this thesis to be accurate. 

 

Moreover, the value of a firm cannot be explained by financial information, rather is has to be 

combined with non-financial information, pursuant to the Ohlson model. In this thesis, the non-

financial variable is defined by the self-constructed index, derived from “GRI G3 and G3.1 Up-

date-Comparison sheet”. Thus, the non-financial variable, included in the model, is considered 

an appropriate variable to represent integrated reporting. Furthermore, the Ohlson model is suit-

able for a quantitative research, in line with this thesis, since it aims to reach a general conclusion 

for the Johannesburg Stock Exchange’s Main Board.  

3.3 Quality of Method chosen  

3.3.1 Reliability 

Reliability and validity are two important factors of the research worth paying attention to, in or-

der to reduce the possibility of getting the wrong answer. The reliability depends on the trust-

worthiness of the measured variables incorporated in the study (Lewis et al., 2009). Reliability re-

fers to the fact that several independent measures of the same variable or similar ones achieve 

the same answer (Smith, 2003). The measures are supposed to be free from subjective interpreta-

tions by the observer. Reliability establishes if the research has capitulated consistent results 

throughout the techniques of data collection and analysis process. If the consistent results are 

not achieved; the divergence would complicate the research question, as stated in the study, not 

to be reciprocated (Lewis et al., 2009; Smith, 2003).   

 

In the process of collecting data, an index has been elaborated to provide an understanding of 

how to interpret the information described in the integrated reports. The purpose of the index is 

to eliminate the subjective interpretations, which can be aroused by ambiguity. The main obscu-

rity found when interpreting how the companies disclose the information regarding the elements 

concerns integrated reporting. Implying that the companies do not disclose their information in 

a uniform way, the information can be found at different places in the reports. In order to 

achieve the common assessments the index is provided to give a fair view of what integrated re-

porting is. The design of the index is explained in chapter 3.2.2. In situations when uncertainties 

have occurred, the problem has been discussed and decisions on how to interpret the infor-
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mation have been made. This approach strengthens the reliability of the study. The belief is that 

the index and methodology used under identical conditions should generate the equivalent result. 

The variables studied regarding the financial information are directly established from the inte-

grated reports, which provide a higher accountability. Furthermore, integrated reports signed by 

authorized auditors have been used to secure high qualitative information. 

3.3.2 Validity 

“Validity measures the degree to which our research achieves what it sets out to do.” (Smith, 2003, p.40). 

From this research’s point of view, it implies that the information regarding the data collection 

must be made accurately in order to answer the research question. It can be described, that the 

operationalization must be performed in a way, which makes the research result generalizable 

(Lewis et al., 2009). To achieve good validity in this thesis the requirements for the variables, 

used for answering the hypotheses stated in the study, also needs to measure whether the hy-

potheses is accepted or declined. The variable regarding integrated reporting is defined by the 

elaborated index, seen in chapter 3.2.2. The intention of the index is that it should define inte-

grated reporting in a fair way, so that it is obvious that no other variable than integrated report-

ing was measured. The accountability regarding the financial information variables are ensured, 

since they were derived directly from the companies’ integrated reports. 

 

Validity can be distinguished as two types, internal validity and external validity. The purpose of 

the external validity is to generalize the results of the sample population. The external validity of 

this research is assured by the large quantitative sample. According to Smith (2003), larger sam-

ples provide a more representative picture since the statistical significance increases as the size of 

the sample increases. The sample for this research is significantly high, which implies that the re-

sult has to be valid and reliable. The internal validity, on the other hand, is harder to define. The 

primary characteristic of this research has been to determine if the new way of reporting, inte-

grated reporting, contributes to any value-relevance, since it has become a mandatory require-

ment for all companies listed on the Johannesburg Stock Exchange’s Main Board. The causality 

of using integrated reporting can be difficult to prove since there may be several factors encoun-

tered under various conditions. 

3.3.3 Critical Discussion 

Some of the choices made regarding the method in this research may be discussed. The variables 

measured in financial terms have been defined and surveyed. These financial variables were sur-
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veyed directly from the companies’ integrated reports, and should therefore provide good validi-

ty. As for the non-financial variable, surveyed as integrated reporting, the reliability as a measure 

provides high significance, since all data collected has been retrieved from integrated reports au-

dited by authorized auditors. The non-financial variable is defined by the purpose to investigate 

how integrated reporting can be seen as value relevant. Measuring the value-relevance using the 

Ohlson model, gives this research a higher reliability, since this valuation-based model is a well-

known model and has stood the test of time, therefore essential for the context of this research.  

 

The information regarding the variable for integrated reporting differs between the observed 

companies. Since the disclosure of integrated reporting is different, a misinterpretation could 

easily be made. Furthermore, all judgments have proceeded from an objective perspective where 

possible hesitations have been scrutinized thoroughly, hence the minimal risk of misinterpreta-

tions. 

 

This research is influenced by foreign and international underlying theoretical studies, accom-

modated to the subject of this thesis in coherence with Johannesburg Stock Exchange’s Main 

Board. The theoretical origin should therefore not be of any significance for the results and con-

clusions conducted in this research. This research is conducted in a comprehendible and pro-

found way. It comprises 142 companies listed on Johannesburg Stock Exchange’s Main Board, 

which enables us to generalize the results. Further, the primary purpose of this thesis is to de-

termine if integrated reporting, since it became a mandatory requirement, is value relevant. For 

this purpose, the used method should be highly plausible. 
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4 Empirical Findings 

This chapter represents the empirical findings that have been the foundation for this thesis and its statistical calcu-
lations. The chapter defines how the sample size has been developed and represents the disclosed information within 
the integrated annual reports. This chapter’s purpose is to give a brief overview of the collected data for the proceed-
ing chapter.

 

4.1 Collected Data 

For the implementation of this thesis, the data sampling has been collected from the Johannes-

burg Stock Exchange’s Main Board. When the collected data for this thesis was defined, 2013-

04-15, the total sample size was computed to 142 companies. During the process of this thesis, 

data has been eliminated for 2009 and 2011. For absolute eliminated data (See chapter 3.1.4, Ta-

ble 3-2). Furthermore, the collected data is allocated in sectors, Table 4-1. 

Table 4-1 Number of Companies divided in Sectors 2009 and 2011 

Sectors Frequency Percent Cumulative 

Automobiles and Parts 2 0.70 0.70 
Beverages 4 1.41 2.11 
chemicals 12 4.23 6.34 
Construction and Materials 38 13.38 19.72 
Electricity 4 1.41 21.13 
Electronic and Electrical Equipment 22 7.75 28.87 
Food Producers 20 7.04 35.92 
Food and Drug Retailers 6 2.11 38.03 
Forestry and Paper 6 2.11 40.14 
General Industrials 14 4.93 45.07 
Health Care Equipment and Services 4 1.41 46.48 
Household Goods and Home Construction 4 1.41 47.89 
Industrial Engineering 12 4.23 52.11 
Industrial Metals and Mining 24 8.45 60.56 
Industrial Transportaion 10 3.52 64.08 
Mining 68 23.94 88.03 
Oil and Gas Producers 4 1.41 89.44 
Personal Goods 6 2.11 91.55 
Phermaceuticals and Biotechnology 10 3.52 95.07 
Technology Hardware and Equipment 12 4.23 99.30 
Tobacco 2 0.70 100.00 

Total 284 100,00  

 

The table represents the total amount of companies included in this thesis. Both 2009 and 2011 

constitutes of an equal number of companies, adding up to a total frequency of 284 companies. 

Further understanding from this specifies mining as the largest sector, that accounts for a fre-

quency of 68 (i.e. 34 for each year) companies, providing a percentage of 23, 94 for both years. 

The second largest sector is construction and materials with 38 companies, representing 13, 83 
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%, whereas the sectors with the lowest number of companies are automobiles and parts, and to-

bacco. 

4.2  Data, Disclosure Index 

Table 4-2 Total Disclosure of Environmental and Social items 

Percentage of disclosed Environmental and Social items    
Items 2009 2011 Total 
Environmental 19,58 32,23 25,90 
Social 24,18 33,51 29,13 
Total Disclosure 43,76 65,74 55,03 

 
The disclosure index has been divided into two (2) main factors according to the “GRI’s G3 and 

G3.1 Update-Comparison sheet”, Table 4-2. All disclosed items for 2009 accounts for 43, 76%, 

respectively 65, 74% for 2011. This implies that there is an increase of the total amount of dis-

closed items for the total sample size from 2009 to 2011, resulting in an increase of 21, 98 %. 

Table 4-3 Disclosure percentage for each Sector 

Percentage of disclosure for each sector    

Sector 2009 2011 Sector 2009 2011 

Automobiles & Parts 4,82 26,51 Household Goods & Home 16,87 24,7 
Beverages 27,71 34,94 Industrial Engineering 22,09 21,89 
Chemicals 18,07 25,9 Industrial Metals & Mining 25,7 28,01 
Construction & materials 22,13 37,03 Industrial Transportation 22,41 34,94 
Electricity 5,42 5,42 Mining 27,68 37,6 
Electronic & Electrical equipment 7,01 16,98 Oil & Gas producers 26,51 48,8 
Food & Drug Retailers 21,69 26,51 Personal Goods 8,03 12,45 
Food Producers 20,6 42,17 Pharmaceuticals & Biotechnology 16,87 29,88 
Forestry & Paper 38,55 38,55 Technology Hardware & Equipment 12,65 22,09 
General Industrials 35,11 45,78 Tobacco 38,55 51,81 
Health Care Equipment & Services 33,73 77,71    

 

The total sample size incorporates 21 sectors that represent the companies of manufacturing and 

production, according to the classification of the Main board 2013-04-15. The number of com-

panies studied equals 142 for 2009 and 2011. For 2011 the number of disclosed items has in-

creased or remained the same for all the sectors, in comparison to 2009, except for industrial en-

gineering which has decreased with 0,2 %. In the compilation no consideration has been taken to 

whether each company has increased or decreased its disclosure items, the percentage character-

izes the total amount of disclosed items for the sector. From Table 4-3 it can be understood that, 

the disclosure of items has increased in eighteen (18) of the studied sectors, in 2011. Each sector 

represents unequal disclosure percentage, whereas the highest percentage increase is 43, 98 % for 
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the sector of health care equipment and services, followed by 22, 29 % for the oil and gas pro-

ducers. 

4.2.1 Data, Environmental items 

The discloser index’s 83 items has been divided into two (2) factors, environmental and social. 

Each factor is provided with a main category that represents various number of items disclosed. 

Table 4-4 Disclosure Index per item, Environmental 1-15 

Environmental  2009  2011  
 Code Item % item % 

MATERIALS EN1 33 23,24% 41 28,87% 
 EN2 24 16,90% 33 23,24% 
ENERGY EN3 31 21,83% 73 51,41% 
 EN4 15 10,56% 34 23,94% 
 EN5 33 23,24% 50 35,21% 
 EN6 29 20,42% 60 42,25% 
 EN7 15 10,56% 48 33,80% 
 EN8 34 23,94% 61 42,96% 
 EN9 12 8,45% 36 25,35% 
 EN10 23 16,20% 40 28,17% 
BIODIVERSITY EN11 47 33,10% 71 50,00% 
 EN12 16 11,27% 47 33,10% 
 EN13 7 4,93% 29 20,42% 
 EN14 17 11,97% 42 29,58% 
 EN15 9 6,34% 13 9,15% 

 
Table 4-4 provides the disclosed amount that has been found for each item for 2009 and 2011. 

EN3, direct energy consumption, improved from 31 items in 2009 to 73 items disclosed in 2011. 

The improvement corresponds to an increase of 42 items, equivalent to 29, 60 percent. Overall, 

the disclosure of environmental items regarding materials, energy and biodiversity has increased 

from 3 percent up to 25 percent. 

Table 4-5 Disclosure Index per item, Environmental 16-30 

Environmetal  2009  2011  
 Code Items % Items % 
EMISSIONS, EFFLUENTS, WASTE EN16 23 16,20% 51 35,92% 
 EN17 15 10,56% 33 23,24% 
 EN18 41 28,87% 59 41,55% 
 EN19 5 3,52% 24 16,90% 
 EN20 12 8,45% 23 16,20% 
 EN21 12 8,45% 20 14,08% 
 EN22 69 48,59% 96 68,31% 
 EN23 15 10,56% 40 28,17% 
 EN24 17 11,97% 23 16,20% 
 EN25 8 5,63% 17 11,97% 
PRODUCTS AND SERVICES EN26 48 33,80% 78 54,93% 
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Environmetal  2009  2011  
 Code Items % Items % 
 EN27 7 4,93% 23 16,20% 
COMPLIANCE EN28 74 52,11% 101 71,13% 
TRANSPORT EN29 51 35,92% 59 41,55% 
OVERALL EN30 92 64,79% 47 33,10% 

 

From Table 4-5 it can be deduced that the disclosure of EN 26, initiatives to mitigate environ-

mental impacts of products and services, have increased the most. The item was disclosed by 48 

companies in 2009 equaling 33, 80 percent of the companies. In 2011 the item was disclosed by 

78 companies corresponding to 54, 93 percentage of the companies. The disclosure of waste 

(EN22) and compliance with environmental laws and regulations (EN28) increase with 27 more 

items disclosed in 2011 compared to 2009. Moreover, the table illustrates that EN30 has de-

clined from 92 items disclosed in 2009 to 47 items disclosed in 2011, representing a decline in 

environmental protection and environmental investments. Overall, Table 4-5 shows an upward 

trend in disclosure, when comparing the disclosure of 2009’s and 2011’s annual reports. 

4.2.2 Data, Social items 

Table 4-6 Disclosure Index per item, Human Rights 

Social  2009  2011  
Human Rights Code Items % Items % 
INVESTMENT PROCUREMENT PRACTICES HR1 24 16,90% 48 33,80% 
 HR2 8 5,63% 6 4,23% 
 HR3 3 2,11% 8 5,63% 
NON-DISCRIMINATION HR4 51 35,92% 74 52,11% 
FREEDOM OF ASSOC. & COLLECTIVE BARGAINING HR5 36 25,35% 41 28,87% 
CHILD LABOR HR6 22 15,49% 37 26,06% 
FORCED AND COMPULSORY LABOR HR7 23 16,20% 30 21,13% 
SECURITY PRACTICES HR8 5 3,52% 10 7,04% 
INDIGENOUS RIGHTS HR9 7 4,93% 22 15,49% 
ASSESSMENT HR10 20 14,08% 24 16,90% 
REMEDIATION HR11 18 12,68% 20 14,08% 

 

Table 4-6 illustrates that the disclosure of HR1, representing investment agreements and con-

tracts that includes human right concerns, has the highest increase. The increase of the item is 

duplication from 24 items disclosed 2009 to 48 items 2011, equaling an increase of 16, 90 per-

cent. Actions taken against discriminations, HR4, are the second largest increase of disclosure 

from 2009 to 2011. A total of 35, 92 percent of the companies disclosed item HR4 in 2009, 

whereas 52, 11 percent of the companies disclosed the information in 2011, corresponding to an 

increase of 23 items (16, 19 percent). Moreover, HR4 received the highest disclosure-score 2009 
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and 2011, with 51 respectively 74 items. In general, the table provides an upward trend in disclo-

sure of human rights, with an exception of HR2 (Business partners that have undergone human 

rights screening) that has declined by 1, 40 percent equal to 8 items. 

Table 4-7 Disclosure Index per item, Labor Practices and Decent Work 

Social  2009  2011  
Labor Practices and Decent Work Code Items % Items % 
EMPLOYMENT LA1 44 30,99% 87 61,27% 
  34 23,94% 73 51,41% 
  33 23,24% 81 57,04% 
  41 28,87% 80 56,34% 
 LA2 13 9,15% 51 35,92% 
 LA3 30 21,13% 103 72,54% 
 LA15 0 0,00% 7 4,93% 
LABOR/MANAGEMENT RELATIONS LA4 20 14,08% 40 28,17% 
 LA5 46 32,39% 26 18,31% 
OCCUPATIONAL HEALTH AND SAFETY LA6 43 30,28% 50 35,21% 
 LA7 42 29,58% 74 52,11% 
  26 18,31% 54 38,03% 
  9 6,34% 41 28,87% 
  23 16,20% 53 37,32% 
 LA8 74 52,11% 116 81,69% 
  109 76,76% 138 97,89% 
  53 37,32% 56 39,44% 
 LA9 31 21,83% 35 24,65% 
TRAINING AND EDUCATION LA10 12 8,45% 29 20,42% 
 LA11 99 69,72% 92 64,79% 
 LA12 22 15,49% 30 21,13% 
DIVERSITY AND EQUAL OPPORTUNITY LA13 105 73,94% 108 76,06% 
EQUAL REMUNERATION FOR WOMEN AND MEN LA14 69 48,59% 27 19,01% 

 

The table above confirms that LA3, benefits provided to full-time employees, increased from a 

score of 30, 2009 to a score of 103, 2011. The disclosure of the social item, labor practice and 

decent work, represents the largest increase of 51, 40% corresponding to an increase of 73 items. 

LA1 describes total workforce by employment region and acquires the second highest rise in dis-

closure items, comparing 2009 and 2011. The level of LA1 disclosure increased with 33, 80 per-

cent, from 33 items disclosed in 2009 to 81 items disclosed 2011. Furthermore, Table 4-7 illus-

trates that LA8, training, with an ascending disclosure-score from 109 items disclosed in 2009 to 

138 items in 2011. Minimum notice period(s) regarding operational changes (LA5) and programs 

for skills management and lifelong learning for employees (LA11) received a lower disclosure-

score 2011 compared to 2009. Hence, LA 5 shows a perceptual decrease of 14, 08 percent that is 

20 items less disclosed 2011 in contrast to 2009. 
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Table 4-8 Disclosure Index per item, Society 

Social  2009  2011  
Society Code Items % Items % 
LOCAL COMMUNITY SO1 89 62,68% 112 78,87% 
CORRUPTION SO2 24 16,90% 51 35,92% 
 SO3 7 4,93 % 16 11,27% 
 SO4 28 19,72% 38 26,76% 
PUBLIC POLICY SO5 9 6,34% 15 10,56% 
 SO6 10 7,04% 18 12,68% 
COMPETITIVE BEHAVIOR SO7 64 45,07% 100 70,42% 
COMPLIANCE SO8 116 81,69% 74 52,11% 
 SO9 55 38,73% 45 31,69% 
 SO10 38 26,76% 124 87,32% 

 

From Table 4-8 it can be deduced that SO10, prevention implemented in operations with signifi-

cant potential or actual negative impacts on local communities have increased the most. In 2009, 

38 companies disclosed SO10, contrary to 124 companies 2011, which equals an increase of 60, 

65 percent. SO8, compliance of law and regulations was the item that decreased the most. In 

2009, 116 companies disclosed SO8 in their integrated annual report, representing 81, 96 percent 

out of 142 companies. Hence, the number of companies disclosing the item decreased to 74, 

which means that 52, 11 percent of the companies disclosed the item in 2011. SO8 represents 

the largest decrease regarding the social items concerning the society, comparing the two years 

2009 and 2011. 

Table 4-9 Disclosure Index per item, Product Responsibility 

Social  2009  2011  
Product Responsibility Code Items % Items % 
CUSTOMER HEALTH AND SAFET Y PR1 31 21,83% 29 20,42% 
 PR2 14 9,86% 36 25,35% 
PRODUCT AND SERVICE LABELING PR3 5 3,52% 11 7,75% 
 PR4 2 1,41% 9 6,34% 
 PR5 42 29,58% 37 26,06% 
MARKETING COMMUNICATIONS PR6 62 43,66% 20 14,08% 
 PR7 4 2,82% 11 7,75% 
CUSTOMER PRIVACY PR8 7 4,93% 11 7,75% 
COMPLIANCE PR9 18 12,68% 30 21,83% 

 

Table 4-9 implicates that PR2, regulations and voluntary codes concerning health and safety im-

pacts of products, results in the highest increase. An increase from 14 items disclosed 2009 to 36 

items 2011, resulting in an increase of 22 items (15, 49 percent). PR6, marketing communication 

is the item with a decreasing disclosure from 43, 66% to 14, 08% corresponding to 42 items less 
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disclosed in 2011. In general, Table 4-9 shows that the disclosure regarding product responsibil-

ity has amplified from 2009 to 2011, however the disclosure does not provide a large increase. 

4.2.3 Data, Environmental and Social 

Table 4-10 Disclosure Index per item, Society 

Percentage of disclosed Environmental and Social items 
for each sector  

     

 Environmental 
2009 

Social  Environmental 
2011 

Social  

Sector items % Items % items % items % 

Automobiles & Parts 4 13,33 9 16,98 3 10 12 22,64 
Beverages 13 21,67 33 31,13 28 46,67 30 28,3 
Chemicals 36 20 54 16,98 39 21,67 90 28,3 
Construction & materials 78 13,68 271 26,91 161 28,25 423 42,01 
Electricity 0 0 9 8,49 3 5 1 0,94 
Electronic & Electrical 
equipment 

18 5,45 46 7,89 49 14,85 106 18,18 

Food & Drug Retailers 19 21,11 39 24,53 22 24,44 44 27,67 
Food Producers 55 18,33 116 21,89 119 39,67 231 43,58 
Forestry & Paper 71 78,89 55 14,82 71 78,89 79 21,29 
General Industrials 90 42,86 141 38,01 90 42,86 176 47,44 
Health Care Equipment & 
Services 

47 78,33 35 33,02 47 78,33 82 77,36 

Household Goods & Home 15 25 23 21,7 15 25 26 24,53 
Industrial Engineering 26 14,44 84 26,42 22 12,22 87 27,36 
Industrial Metals & Mining 119 33,06 172 27,04 126 35 160 25,16 
Industrial Transportation 51 34 59 22,26 51 34 94 35,47 
Mining 417 40,88 503 27,91 417 40,88 644 35,74 
Oil & Gas producers 27 45 28 26,42 27 45 54 50,94 
Personal Goods 2 2,22 18 11,32 6 6,67 25 15,72 
Pharmaceuticals & Biotech-
nology 

13 8,67 56 21,13 42 28 82 30,94 

Technology Hardware & 
Equipment 

15 8,33 48 15,09 27 15 83 26,1 

Tobacco 11 36,67 21 39,62 14 46,67 29 54,72 

 

Table 4-10 shows that the items disclosed in the sector construction and materials have increased 

abundantly from 2009 to 2011, an increase by 83 environmental items which equals 5, 26 percent 

of the total possible disclosure-score for the sector1. Food producers is the sector with the sec-

ond largest increase concerning environmental items, an increase of 64 items which corresponds 

to 7, 71 percent of the total possible disclosure-score for the sector. The third largest increase of 

environmental items is represented by electronic and electrical equipment, where 31 additional 

environmental items is disclosed 2011 compared to 2009. Construction and materials is the sec-

tor with the highest increase in disclosure of social items, from 2009 to 2011 the disclosure in-

                                                 
1 Total possible disclosure-score for the sector : 83* all companies in the sector 
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creased with 152 items, that is a total of 9, 64% of the complete sector. Remarkably, the same 

sector represents the largest disclosure increase of both environmental and social items. The sec-

tor with the second largest increase in disclosure of social items is mining with an increase of 141 

items equivalent to 5 percent of the total possible disclosure-score for the particular sector. Elec-

tronic and electrical equipment as well as food producers shows an increase in disclosure of so-

cial items, that is 60 respectively 115 more items disclosed 2011 in comparison to 2009. Thus, 

the latter sectors reveal a significant increase in disclosure of both environmental and social 

items. Moreover, several sectors disclosed the same amount of information regarding the envi-

ronmental items when comparing 2009 and 2011. Nevertheless, Table 4-10 shows that the dis-

closure of social items has increased among several sectors, with an exception of 12 items less 

disclosed in the sector of industrial metals and mining. 
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5 Result and Analysis  

In this chapter, the research question and hypotheses of this thesis will be tested. The data sample has been the 
building block for the empirical findings, where the null hypotheses will be accepted or rejected for the valuation 
model. As an introduction, the result and analysis will be presented with a brief description of the hypotheses and 
its purpose. Hereafter the statistical calculations for the valuation model for both years will be presented. Last, the 
result and analysis presented in this chapter is summarized.

 

5.1 Introduction 

In this chapter, the stated hypotheses of this thesis are set to be tested. The purpose of testing 

the hypotheses is to investigate the probability of accepting the null hypotheses aligned for this 

thesis. The null hypotheses to be tested are as follows: 

 

HA: Companies’ levels of compliance with mandatory disclosure requirements regarding environ-

mental and social aspects of Integrated Reporting are not value relevant. 

*Mandatory represents 2011 

 

HB: Companies’ levels of compliance with voluntary disclosure requirements regarding environ-

mental and social aspects of Integrated Reporting are not value relevant.  

*Voluntary represents 2009 

 

These null hypotheses will be tested for the incorporated variable of integrated reporting. The 

variable will be tested for both years 2009 and 2011, which indicates two (2) null hypotheses that 

will be tested with the valuation (Ohlson) model. 

 

The level of compliance compiled from the disclosure index has been tested with Mann-Whitney 

U-test and T-test. The statistical tests have been conducted to measure the level of compliance in 

order to determine if there is a significant difference between 2009 and 2011. A correlation test 

of Pearson and Spearman has also been performed to examine how the variables are correlated. 

 

The purpose of the Ohlson model is to examine if there is a possibility to reject the null hypoth-

esis, HA, in order to determine whether companies’ levels of compliance with mandatory disclo-

sure requirements regarding environmental and social aspects of integrated reporting are value 

relevant or not. The Ohlson model will also conduce information in order to respond if HB will 

be rejected or not, to verify whether companies’ levels of compliance with voluntary disclosure re-
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quirements regarding environmental and social aspects of integrated reporting are value relevant 

or not. 

5.2 Mann-Whitney U-test 

Table 5-1 Level of Compliance 2009 and 2011, Mann- Whitney U-test 

Mann- Whitney Test     

Rank Year N Mean Rank Sum of Rank 

LC 2009 142 125,63 17840 
 2011 142 159,37 22630 
 Total 284   
Lc: Level of compliance 
 

Test Statisticsa  

 LC 

Mann- Whitney U 7687,000 
Wilcoxon W 17840,000 
Z -3,462 
Asymp. Sig. (2-tailed) 0,001 
a Grouping variable: year  

 

The outcome of Mann-Whitney U-test for the level of compliance for 2009 and 2011 appears 

according to Table 5-1. Mann-Whitney U-test is a non-parametric test and compares the median 

for both years. The observed value for the conducted test is -3,462. In the table, it can be seen 

that the number of companies are equal for both years, and that the level of compliance can be 

ensured with the application of the requirements for 2011. Table 5-1 indicates which year that 

has the highest level of compliance, the year with the highest mean rank. In this case, it can be 

deduced that 2011 has the highest level of compliance. By examining the table it can be conclud-

ed that there is a statistically significant difference between 2009 and 2011 years’ median level of 

compliance at the end of both treatments (U=7686,000, p= 0,001). 

5.3 T-Test and Descriptive Statistics 

Table 5-2 Level of Compliance 2009 and 2011, T-test 

T-Test      

Group statistics      

 Year N Mean Std. Devaiation Std. Error Mean 

LC 2009 142 0,2206 0,16357 0,01373 
 2011 142 0,2953 0,19163 0,01608 
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Table 5-3 Independent Samples T-test Result 
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In order to determine the difference in level of compliance between 2009 and 2011 an in-

dependent samples T-test was conducted. The means of the years are compared in order to 

decide whether there is a significant difference in level of compliance. One assumption, an-

ticipated from the T-test, is that the variances for the years are equivalent. To examine this 

assumption the Levene’s test is used. From Table 5-2 it can be seen that the mean value for 

the level of compliance for 2009 is 0, 2206, whereas for 2011 it is 0, 2953. In order to de-

cide if the variance for both years are equal, the p-value for Levene’s test must be higher 

than 0, 05. From Table 5-3 it can be seen that the p-value is 0,041, assuming that the vari-

ance of 2009 and 2011 are not equal since p <0, 05. The T-test for equality of means is re-

lated to the independent samples T-test, illustrating a p-value of 0,000. The independent 

samples T-test ensures that there is a significant difference between 2009 and 2011 in level 

of disclosure since the p-value is below 0, 05. The significant result found assesses that the 

level of compliance is significantly higher 2011 than 2009. 

Table 5-4 Descriptive Statistics 

Descriptive  statistics      

Year 2009  Pr Bvs Eps Lc 

 Mean 47.60881 15.33904 1.607965 .2206007 
 Median 7.900004 3.863963 .2437391 .1927711 
 Sd 108.3927 29.63879 3.849405 .1635693 
 Max 779.7574 249.556 21.76864 .7710843 
 Min .0301776 -.1688163 -7.624842 0 

 Year 2011      

 Mean 48.92176 17.07266 2.89363 .2952656 
 Median 7.035011 4.489371 .3218763 .2650602 
 Sd 94.52605 29.75453 7.273991 .1916342 
 Max 546.752 212.4514 52.43139 .9879518 
 Min .0300114 -.126226 -5.227905 0 

Pr: Price, Bvs: Book value per share, Eps: Earnings per share, Lc: Level of compliance 

 

In the table above the descriptive statistics for the sample of this thesis can be seen, a sam-

ple comprising of 142 companies for each year. Table 5-4 indicates that the mean for level 

of compliance in 2009 equals 0. 2206007 whereas 0.2952656 in 2011. Moreover, the table 

illustrates that the median is equivalent to 0.1927711 in 2009 and 0.2650602 in 2011. Con-

sequently, the table shows that both the mean and median value is higher for 2011 than for 

2009. The higher outcome 2011 is consistent with the empirical findings of this thesis, 

which in general confirms a higher disclosure level for 2011. Furthermore, the value of the 

mean and median are prevailed with the values seen in Table 5-1 and Table 5-2. Thus, the 
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difference in the mean and the median are significant which is expressed in the descriptive 

statistics, confirming the result form the conducted T-test and the Wilcoxon Signed rank 

test. 

5.4 Pearson and Spearman Correlation 

Table 5-5 Pearson and Spearman Correlation, 2009 

Correlations  Spearman (142)   

2009  Pr Bvs Eps Lc 

   0.8773 0.6531 0.6298 
 Pr 1.0000 0.0000 0.0000 0.0000 
    0.6660 0.5942 
Pearson Bvs 0.8326 1.0000 0.0000 0.0000 
  0.0000   0.3410 
 Eps 0.6739 0.6618 1.0000 0.0000 
  0.0000 0.0000   
 Lc 0.3660 0.3634 0.1693 1.0000 
  0.0000 0.0000 0.0440  

. 

Table 5-6 Pearson and Spearman Correlation, 2011 

Correlations  Spearman (142)   

2011  Pr Bvs Eps Lc 

   0.8914 0.7493 0.6270 
Pearson Pr 1.0000 0.0000 0.0000 0.0000 
    0.7489 0.6121 
 Bvs 0.7579 1.0000 0.0000 0.0000 
  0.0000   0.4111 
 Eps 0.8607 0.7869 1.0000 0.0000 
  0.0000 0.0000   
 Lc 0.3083 0.3919 0.1914 1.0000 
  0.0002 0.0000 0.0225  

 

Table 5-5 shows that the level of compliance and price in 2009 is 0.3660 for Pearson corre-

lation and 0.6298 for Spearman correlation. The correlation can presume a value between -

1 and 1; the perfect correlation assumes the value of ±1. According to Spearman correla-

tion, the level of compliance and price show a value that is above 0.6 resulting in strong 

correlation. The Pearson correlation on the other hand shows a value that is closer to zero, 

which implies that the level of compliance and price has a low correlation. The Spearman 

correlation test is more robust, and does not consider if the sample is not normally distrib-

uted (Aczel & Sounderpandian, 2009). Pearson and Spearman correlation show that the 

level of compliance and price is significant for 2009. The same correlation was conducted 

for 2011 (Table 5-6), Pearson correlation shows a low correlation 0.3083, alternatively 
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Spearman correlation show a strong correlation 0.6270 between levels of compliance and 

price, this correlation is almost the same as for 2009. Table 5-5 shows that level of compli-

ance and price is significant at a level of 1 %. 

 

The book value per share has a weak correlation with level of compliance, since the value is 

close to zero and equals 0.3634, Table 5-5. In 2011 the correlation between the level of 

compliance and book value are weak, showing a correlation of 0.3919. Even if the correla-

tion is weak, the table displays significance in the correlation of level of compliance and 

book value per share, at a level of 1%. Furthermore, earnings per share and level of com-

pliance are correlated, performing a correlation of 0.1693 (Table 5-5), corresponding to a 

weak correlation. At a level of 5% there is a significant correlation of the two variables, lev-

el of compliance and earnings per share, thus it is not significant at a level of 1%, as for the 

other correlations. 

 

In 2011, the correlation between the compliance level and earnings per share correspond to 

0.1914, slightly higher than in 2009. At a 5% correlation level, level of compliance and the 

earnings per share is significant, consistent with the results of 2009. Overall, the tables pre-

sent that the level of compliance in relation to price and book value are significant, for both 

years. Thus, there is no significant difference in the results from the correlations of Spear-

man and Pearson when comparing 2009 and 2011.  

5.5 Linear Regression Analysis 

Table 5-7 Linear Regression Analysis 2009 

Number of obs  =142 
F(3,138)  =25.99 
Prob > F  = 0.0000 
R- squared  = 0.7274 
Root MSE  = 57.21 
 

Linear Regression 2009     

Pr Coef. Robust Std.Err. t P> (t) [ 95% Conf. Interval ] 
Bvs 2.365304 0.4592686 5.15 0.000 1.457191 3.273418 
Eps 6.484609 3.502202 1.85 0.066 -0.4403069 13.40953 
Lc 60.96144 39.86632 1.53 0.129 -17.86637 139.7893 
Cons -12.54784 6.775963 -1.85 0.066 -25.94598 0.850293 
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Table 5-7 and Table 5-8; represent the linear regression of the Ohlson model, see equation 

2, chapter 3.2.1. The p-value for level of compliance equals 0.129. The coefficient for level 

of compliance is 60.96144 with a confidence interval of -17.86637 to 139.7893. This means 

that with a 95% confidence the true coefficient falls in the range. At a level of 10% the p-

value show no significance. Overall, the linear regression for 2009 is significant, since the 

value of R-squared equals 0.7274 close to 1. The probability also indicates that the linear 

regression is significant, since the probability is higher than F. This implies that the HB is 

not rejected. 

Table 5-8 Linear Regression Analysis 2011 

Number of obs  =142 
F(3, 138)  =201.37 
Prob > F  = 0.0000 
R- squared  = 0.7685 
Root MSE  = 45.976 

 

Linear Regression 2011     

Pr Coef. Robust Std.Err. t P> (t) [ 95% Conf. Interval ] 
Bvs 0.4423651 0.2433302 1.82 0.071 -0.0387726 0.9235028 

Eps 9.477366 0.6570863 14.42 0.000 8.178107 10.77663 

Lc 56.31795 29.55004 1.91 0.059 -2.111457 144.7474 

Cons -2.683332 4.202764 -0.64 0.524 -10.99347 5.626808 

 

In Table 5-8 the p-value of level of compliance for 2011 is shown. At a level of 10% the p-

value is significant, in comparison to 2009, therefore HA is rejected. Table 5-8; show that 

the confidence interval for 2009 and 2011 has overlapping intervals. The coefficient for 

2011 is with a 95% confidence the true coefficient of level of compliance since it falls with-

in the confidence interval. The R-squared value for 2011 has increased to 0.7685, in addi-

tion to 2009. This implies that the linear regression for 2011 is significant, which is also en-

sured with the probability of zero. Consequently, 2011 shows a significance of level of 

compliance in contrast to 2009. 

5.6 Summary of Results and Analysis 

The variable for integrated reporting has been tested for 2009 and 2011, performing the 

Mann-Whitney U-test, T-test, Pearson and Spearman correlation and the linear regression 

analysis associated with the Ohlson model. Mann-Whitney U-test was performed in order 
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to determine the significance for the level of compliance of integrated reporting. To decide 

the mean value for 2009 and 2011 the T-test was conducted, in order to statistically com-

pare the average of the two means. The Pearson and Spearman correlation method was 

performed to examine the correlation between the different variables. Finally, the linear re-

gression analysis was performed to determine the relationship of integrated reporting and a 

company’s market value. 

 

Mann Whitney U-test shows that the mean rank for 2011 has a higher level of compliance. 

The difference can be stated as statistically significant comparing 2009 and 2011, see Table 

5-1. The T-test shows that there is a significant difference between 2009 and 2011 in level 

of disclosure, at a level of 5%. The result for the T-test also indicates that there is a signifi-

cantly higher level of compliance 2011 for integrated reporting. The same results can be 

deduced from Table 5-4, representing that the value for the mean and the median is higher 

for 2011 than for 2009. Accordingly, Mann-Whitney U-test and the T-test contends that 

the level of compliance for integrated reporting 2011 is significantly higher. 

 

The Pearson and Spearman correlation shows that the level of compliance correlated to 

price and book value per share at a level of 1% are significant 2009 and 2011, (See Table 

5-5 and Table 5-6). At a 5% level earnings per share and level of compliance are significant-

ly correlated. Thus, there is not a significant difference in Pearson and Spearman correla-

tion comparing 2009 and 2011. 

 

The linear regression as a result of the Ohlson model in (Table 5-7, 2009) and (Table 5-8, 

2011), represents a significant level of compliance for 2011, in contrast to 2009. This im-

plies that the null hypothesis HB, that companies’ levels of compliance with voluntary disclo-

sure requirements regarding environmental and social aspects of Integrated Reporting are 

not value relevant, is not rejected. Furthermore, HA, that companies’ levels of compliance 

with mandatory disclosure requirements regarding environmental and social aspects of inte-

grated reporting are not value relevant, is rejected. 
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6 Conclusion 

The chapter presents the conclusions of this thesis. Firstly, the conclusions obtained from the statistical tests 
will be presented. Further on the chapter is disposed with a discussion regarding the statistical findings. Fi-
nally, suggestions for future research within this field are presented. 

 

6.1 Introductory Conclusion 

This thesis’ empirical findings, Ohlson model and its statistical test supports that the stated 

null hypothesis HA will be rejected. On the contrary, the null hypothesis HB is not rejected. 

The research question for this thesis can therefore be answered with the concluded results, 

formulated as:  

Integrated reporting from an environmental and social aspect is value 
relevant for a company’s market value if under the mandatory imple-
mentation. 

6.2 Empirical and Statistical Conclusions 

The results from the study show that integrated reporting from an environmental and so-

cial aspect is value relevant for a company’s market value. The linear regression analysis for 

2011, Table 5-8, show a significantly high value, which ensures that the market value affects 

level of compliance, in accordance with the Ohlson model. Under the mandatory imple-

mentation of integrated reporting, HA, the level of compliance with environmental and so-

cial requirements of integrated reporting has a positive impact on company’s market value. 

 

From the disclosure index, it can be concluded that the information disclosure of the total 

level of compliance is 65, 74% for 2011. The information disclosed regarding the environ-

mental and social performance is approximately the same. The level of compliance between 

the sectors differ and the sector with the highest level of compliance is health care equip-

ment and services which increased by 43, 98% in 2011. Employment (LA1, LA3) and 

compliance (SO10), received the highest score of disclosed items 2011. Mann-Whitney U-

test compares the median for 2009 and 2011, resulting in Mann-Whitney U-test revealing 

that there is a significant difference 2011, performing a higher level of compliance of inte-

grated reporting, defined through the items selected for the disclosure index. According to 

the T-test, 2011 results in a significantly higher mean value regarding level of compliance. 

The independent samples test shows that there is no equal variance assumed, which means 
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that there is a significant difference between 2009 and 2011 in level of compliance at a 5% 

level.  

 

The levels of mandatory disclosures elaborated from the disclosure index facilitate infor-

mation to investors that supports the investors’ decision when predicting future earnings, 

in accordance to Ohlson (2001). With the assistance of the Ohlson model, it can be ascer-

tained that investors do value higher level of compliance resulting in a positive increase in 

the market value. Therefore, it can be concluded that the compiled results entail that HA 

must be rejected. 

 

The results from Table 5-7 reveals that integrated reporting from an environmental and so-

cial aspect is not value relevant for a company’s market value, under voluntary disclosure 

items elaborated from the index. The linear regression 2009 show no significance regarding 

the compliance level, which ensures that the compliance level has no effect on a company’s 

market value, concluded from the Ohlson model. Under the voluntary implementation of 

integrated reporting, HB, is not rejected. The compliance level for the sectors regarding 

2009 has a lower value for the environmental and the social aspect, than 2011. The sectors 

with the highest disclosure-score 2009 equal to 38.55 % were forestry and paper and tobac-

co, these two sectors reveal a good level of compliance even 2011. Mann-Whitney U-test in 

Table 5-1 reveals that the mean value for 2009 is lower than in 2011. Accordingly, the T-

test also shows similar results for 2009, therefore it can be concluded that 2009 represents a 

lower value for the level of compliance. 

 

This thesis shows that the disclosure level for the implemented requirements of integrated 

reporting for companies listed on the Johannesburg Stock Exchange’s Main Board has im-

proved. The disclosed information on environmental and social aspects within integrated 

reporting 2011, can be confirmed as value relevant, according to this thesis. 

 

Furthermore, it is interesting to deliberate about the underlying factors of information dis-

closure; how the mandatory and voluntary implementation affects the company’s market 

value and how the information disclosed affects the investors’ decision. This in connection 

with integrated reporting will be discussed in the next chapter. 
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6.3 Discussion 

With the results that have been found in this thesis it can be statistically ensured that the 

disclosed information on environmental and social aspects within integrated reporting 2011 

can be confirmed as value relevant. Therefore, the underlying factors can be questioned 

and further discussed. 

 

The theories incorporated in the theoretical framework supports the statistical results 

found in this thesis. Amir and Lev (1996) confirms that non-financial information has a 

significant relation to stock price and its value-relevance. This is in line with Trueman et al., 

(2000) stating that the valuation of a firm cannot be based on the financial information on-

ly, rather the information need to be supported with non-financial information. This con-

firms the results of this thesis indicating that non-financial information is important for the 

valuation of a company. Furthermore, it is verified that integrated reporting can be value 

relevant for a company’s market value.  

 

It is interesting to observe that the results of 2011 are indicating better performance and af-

fecting the market value, in contrast to 2009. There are previous studies, Hassel et al. 

(2005) and Miller and Modigliani (1966) defining an accounting amount as value relevant 

when capturing the equity value of a company. This confirms the results from 2011 as val-

ue relevant in accordance with the accomplished outcome. Barth et al. (2001) reveals that 

the accounting amount is value relevant when reflecting what is of importance for the in-

vestors. The results of this thesis accentuate that integrated reporting affects the market 

value positively, since the market value is of significance to investors, it indirectly denotes 

that integrated reporting is value relevant for investors according to this thesis. The reason-

ing in prior studies of value-relevance emphasizes the importance of environmental per-

formance, concluding the environmental disclosure to be of relevance for the company 

(Hassel et al., 2005). The findings in this research reflect that the environmental disclosure 

has increased from 2009 to 2011. Accordingly, the concluding remark by Hassel et al. 

(2005) confirms that integrated reporting show more significance including the environ-

mental disclosure. Pursuant to that result, the social disclosure also has an effect on a com-

pany’s market value, with the similar impact as the environmental disclosure. 
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Based on the result of this thesis it can be questioned why 2011 shows a higher compliance 

level and a better result. Furthermore, it can be questioned whether the results of 2011 re-

flects the mandatory requirement of integrated reporting. Hence, it is interesting to consid-

er the finding of Healy and Palepu (2001) that ascertains the mandatory requirement as a 

common language, in order for the investors to know what information to expect from the 

companies. Under higher levels of mandatory disclosure there is both “good” and “bad” 

news (Verrecchia, 2001) and “proprietary” and “non-proprietary” information (Dye, 1986) 

disclosed. Besides, Deegan and Rankin (1996), highlights that corporations publish more 

“good” news than “bad” news under voluntary disclosure. This could be one reason for 

why the results 2011 is higher than 2009, since the implementation of the mandatory re-

quirements advocate the companies to follow the minimum regulation enforced by King 

III. Another argument for why mandatory disclosure requirement is of importance is be-

cause under this requirement the information assists in predicting future earnings to inves-

tors (Ohlson, 2001). 

 

On the contrary, voluntary disclosure can be of equal importance. Under the voluntary dis-

closure, the information demanded by the investors is what the companies’ supply, which 

intends to reach equilibrium, according to Healy and Palepu (2001). A variety of infor-

mation can be disclosed, and the benefits with voluntary disclosure is that companies can 

differentiate themselves, since they can select the information they want to provide for the 

market (Li et al., 1997; Verrecchia, 1983). In accordance with the empirical findings of this 

thesis, it is notifiable that some sectors reveal a high level of disclosure 2009; the same sec-

tors also maintain a high level of disclosure 2011. This implies that several sectors, under 

the voluntary disclosure, hold a high quality of information disclosure. 

 

Mandatory disclosure requirements can be of disadvantage if a company discloses different 

information, which can be anticipated if the requirements are not pursued under the same 

circumstances (Hassan et al., 2009). From this thesis’s approach, the mandatory disclosure 

requirement regarding integrated reporting may enhance the positive increase in the result 

2011. The difference in the result for 2009 and 2011 can be referred as the disparity in dis-

closure requirements. A potential explanation can therefore be due to the inauguration of a 

new reporting mechanism or simply just because it is a mandatory requirement enforced by 

the South African government. To distinguish which of the factors that is behind the in-
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creasing result 2011 is difficult to prophesy, according to this thesis a symbiosis of integrat-

ed reporting and mandatory requirement (King III) has ensued that integrated reporting is 

value relevant. 

 

The reasoning in this chapter accentuates the theories that are beyond the scope of this 

thesis and thus have no substratum in the empirical data collection. Albeit, there are factors 

that should concede a determination that there is a relationship between integrated report-

ing and a company’s market value 2011. According to Smith (2003) a large sample provides 

a representative picture, which reflects the sample studied in this research, therefore the 

generalization of this thesis can be presumed as valid. The study comprises companies 

listed on the Johannesburg Stock Exchange’s Main Board, where the sample size consists 

of 21 sectors within production and manufacturing. The sample ought to be eligible for the 

value-relevance of integrated reporting of the delinquent market, namely Johannesburg 

Stock Exchange’s Main Board. 

 

From an international perspective, the findings from this thesis may acquire a similar out-

come for the companies under the IIRC Pilot Programme. Integrated reporting is primary 

used by companies that are involved in the IIRC Pilot Programme, along with the compa-

nies listed on the Johannesburg Stock Exchange. Presumably, the eventuation of this thesis 

will provide the same results even for the companies participating in the Pilot Programme, 

thus their reports would demonstrate value-relevance. Furthermore, the results of this the-

sis cannot be generalized to companies that do not provide an integrated report. Integrated 

reporting is the new era of corporate reporting and thereby countries worldwide can ad-

dress the results from this thesis in order to gain knowledge. 

 

Integrated reporting under mandatory requirements is value relevant therefore all gover-

ments should enforce mandatory requirements, according to the result of this thesis. 

Hence, several factors need to be considered in order to know if the mandatory require-

ment would create value-relevance on another market. The requirements that are presently 

administered in the nation must be deliberated, since all nations have different prerequisites 

within their economic environment. In several nations, voluntary requirements are applica-

ble to all companies and in some countries, the voluntary enforcement only concerns the 

state owned companies. The national framework of reporting regarding environmental and 
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social aspects do not exist in some countries, which indicates that companies do not report 

on sustainability. This exemplifies the disparity in corporate reporting on an international 

level. An assumption from the result of this thesis might be that highly evolved companies 

on the international market will encompass the framework of integrated reporting effica-

ciously, in comparison to companies that do not disclose a sustainability report. The IIRC, 

the market-led coalition, aims to reach a harmonizing corporate reporting model in order 

to close the asymmetry gap of reporting between different markets. 

 

To tie the completion of this thesis’ result to an intentional context, investors’ behavior 

should be considered. A justification of whether there is a demand from investors concern-

ing requirements on integrated reporting needs to be scrutinized. A reasoning could be that 

“well-educated” investors, that have extensive knowledge about corporate reporting, will 

require more information. Contrary, investors that are not well informed about the concept 

of integrated reporting might be satisfied with the information presently supplied by the 

companies. Nevertheless, it could be assumed that the enforcement on integrated reporting 

will be implemented gradually, depending on the present requirement supplied to the com-

panies. Departing from this assumption, it can be expressed that the evolution of integrated 

reporting needs to be suitable in the context of every nation, during the phase of imple-

mentation. Based on this reasoning, it can be expressed that companies with a developed 

sustainability reporting will manage to adopt a requirement on integrated reporting. Further 

on, from an international perspective, companies that in the future incorporate an integrat-

ed report under mandatory requirements will plausibly yield value-relevance to investors, in 

accordance with the findings of this thesis. 

  

The results reveal that the value-relevance regarding integrated reporting of Johannesburg 

Stock Exchange’s Main Board in comparison to 2009 amends the prosperity of the imple-

mented requirements. This type of reporting, complying with King III, contributes stake-

holders with more information, also taking the interest of shareholders, which is reflected 

in the market value. From this research, it can be enhanced that the disclosure of environ-

mental and social factors has increased; the results attained to the society verify it to be val-

ue relevant. The compiled result reveals that the publication of an integrated report in-

creases a company’s market value, implying that the information within the report is of im-

portance to investors. The disclosure within the integrated annual reports reflects how the 
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company affects the society, both positively and negatively. This contributes to a society 

with more aware investor having the opportunity to base their decisions on more informa-

tive reports. Pursuant with this study the disclosed information creates value-relevance re-

flecting the effort, time and money spent on a company’s reporting. The positive outcome 

of this thesis demonstrates that integrated reporting prevails that companies should contin-

ue to publish “One report” of non-financial and financial information to the society in 

South Africa, in order to pertain a company’s market value. 

6.4 Suggestion for Further Research 

This thesis concerns a limited part of the research area, and can be the foundation for fur-

ther development. There are possibilities to encompass the study from different angles and 

perspectives. Deriving the same methodology, there are potential variables that could be 

included in order to extend the research thoroughly, to determine how the correlation of 

other variables corresponds affecting integrated reporting. The topic of the study can be 

supplemented with more sectors to distinguish the result. Furthermore, the self-

constructed index of this thesis could be prolonged with a measure of non-applicability, to 

achieve more justification of the result.  

 

Further research can examine the same hypotheses but with a different approach. Sugges-

tions to investigate the hypotheses more in debt, using the qualitative approach could be a 

potential alternative. It would be of interest to be able to receive information on what a 

company really believes and how the investors evaluate integrated reporting. Conducting 

interviews could be an appropriate proceeding, in order to validate the information provid-

ed in the annual reports. 

 

For future prospects, it would be interesting to perform the same study on other Stock Ex-

changes, in order to be able to compare the value-relevance of a company’s market value. 

However, integrated reporting is not yet established for the research to be compassed.  

Questions that need further research are; can integrated reporting increase the communica-

tion between the investors and the company? Have the investors’ understanding of a com-

pany’s operation increased with the help of integrated reporting? What is required of a 

company when producing an integrated report?  
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Integrated reporting is an unexplored area of reporting which will surely be the subject of 

future research. Therefore, future research in this field will benefit from knowledge regard-

ing information disclosure in relation to investors’ behavior. 
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Appendix 1- Sectors on Johannesburg Stock Exchange 

Automobiles & Parts 
Banks 
Beverages 
Chemicals 
Construction & materials 
Electricity 
Electronic & Electrical equipment 
Financial Services (sector) 
Fixed line Telecommunication 
Food & Drug Retailers 
Food Producers 
Forestry & Paper 
General Industrials 
General retailers 
Health Care Equipment & Services 
Household Goods & Home 
Industrial Engineering 
Industrial Metals & Mining 
Industrial Transportation 
Leisure goods 
Life insurance 
Media 
Mining 
Mobile Telecommunications 
Nonlife Insurance 
Oil & Gas producers 
Oil Equipment & Services 
Personal Goods 
Pharmaceuticals & Biotechnology 
Real Estate Investment & Services 
Real Estate Investment Trusts 
Software & Computer Services 
Support Services 
Technology Hardware & Equipment 
Tobacco 
Travel & Leisure 
Unclassified 
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Appendix 2- Annual Reports, 2009 & 2011

Automobiles and Parts 
METAIR INVESTMENTS 
 
Beverages 
DISTELL GROUP 
SABMILLER (JSE) 
 
Chemicals 
AECI 
AFRICAN OXYGEN 
DELTA EMD 
OMNIA 
ROLFES TECHNOLOGY 
SPANJAARD 
 
Construction and Materials 
AFRIMAT 
AVENG 
B&W INSTRUMENTATION & 
ELECTRICAL LD 
BASIL READ 
BRIKOR 
CALGRO M3 HOLDINGS 
ERBACON INVESTMENT HDG. 
ESORFRANKI 
GROUP FIVE 
KAYDAV GROUP 
MASONITE AFRICA 
MAZOR GROUP 
MURRAY & ROBERTS 
RACEC GROUP 
RAUBEX GROUP 
SANYATI 
W G WEARNE 
WILLIAM TELL HDG 
WILSON BAYLY HOLMES-OVCON  
 
Electricity 
IPSA GROUP (JSE) 
SOUTHERN ELECTRICITY 
 
Electronic and Electrical Equipment 
ALLIED ELECTRONICS 
AMALGAMATED ELECTRONIC  

ARB HOLDINGS 
CONSOLIDATED-INFRASTRUCTURE GRP 
CONTROL INSTRUMENTS GP. 
DIGICORE 
ELLIES HOLDINGS 
JASCO ELTN. 
REUNERT 
SOUTH OCEAN 
STELLA VISTA TECHS. 
 
Food and Drug Retailers 
CLICKS GROUP 
PICK N PAY HOLDINGS 
SHOPRITE 
 
Food Producers 
AFGRI 
ASTRAL FOODS 
AVI 
CROOKES BROTHERS 
ILLOVO SUGAR 
OCEANA GROUP 
PIONEER FOOD GROUP 
RAINBOW CHICKEN 
SOVEREIGN FOOD INVS. 
TIGER BRANDS 
 
Forestry and Paper 
MONDI (JSE) 
SAPPI 
YORK TIMBER HDG. 
 
General Industrials 
ARGENT INDUSTRIAL 
ASTRAPAK 
BARLOWORLD 
BIDVEST GROUP 
EQSTRA HOLDINGS 
KAP INDUSTRIAL 
NAMPAK 
 
Health Care Equipment and Services 
MEDICLINIC INTERNATIONAL 
NETCARE 
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Household Goods and Home Construc-
tion 
RBA HOLDINGS 
STEINHOFF INTL. 
 
Industrial Engineering 
AUSTRO GROUP 
BELL EQUIPMENT 
HOWDEN AFRICA 
HUDACO 
INVICTA 
PSV 
 
Industrial Metals and Mining 
AFRICAN EAGLE RES. (JSE) 
ARCELORMITTAL SA. 
BSI STEEL 
EVRAZ HIGHVELD STEEL &VANDIUM 
FIRST URANIUM (JSE) 
HULAMIN 
INSIMBI REFRACTORY & ALLOY –
SUPLTD 
KUMBA IRON ORE 
METMAR 
PALABORA MINING 
URANIUM ONE (JSE) 
ZCI 
 
Industrial Transportation 
GRINDROD 
IMPERIAL 
SANTOVA 
SUPER GROUP 
TRENCOR 
 
Mining 
AFRICAN RAINBOW MINERALS  
ANGLO AMERICAN PLATINUM 
ANGLOGOLD ASHANTI 
AQUARIUS PLATINUM (JSE) 
ASSORE 
BHP BILLITON (JSE) 
BUILDMAX 
CHROMETCO 
COAL OF AFRICA (JSE) 

DRD GOLD 
EXXARO RESOURCES 
FIRESTONE ENERGY (JSE) 
GOLD FIELDS 
GOLD ONE –INTERNATIONAL LIMITED. 
(JSE)  
HARMONY GOLD MNG. 
IMPALA PLATINUM 
INFRASORS HOLDINGS 
JUBILEE PLATINUM (JSE) 
KEATON ENERGY HOLDINGS 
LONMIN (JSE) 
MERAFE RESOURCES 
MIRANDA MRL.HDG. 
NORTHAM PLATINUM 
PAN AFRICAN RES. (JSE) 
PETMIN 
RANDGOLD & EXP. 
ROCKWELL DIAMONDS (JSE) 
SENTULA MINING 
SEPHAKU HOLDINGS 
THABEX 
TRANS HEX GROUP 
VILLAGE MAIN REEF 
WESIZWE PLATINUM 
WITWATERSRAND CONS GOLD  
 
Oil and Gas Producers 
SACOIL HOLDINGS 
SASOL 
 
Personal Goods 
BEIGE 
IMBALIE BEAUTY  
SEARDEL INV. 
 
Pharmaceuticals and Biotechnology 
ADCOCK INGRAM HOLDINGS 
ASPEN PHMCR.HDG. 
CIPLA MEDPRO 
LITHA HEALTHCARE GROUP 
NUTRITIONAL HOLDINGS 
 
Technology Hardware and Equipment 
AFRICA CELLULAR TOWERS LIMITED 
CAPE EMPOWERMENT 
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FONEWORX HOLDINGS 
HUGE GROUP 
MUSTEK 
POYNTING HOLDINGS 

 
Tobacco 
BRITISH AMERICAN TOBACCO PLC (JSE) 
 

 
 
 

 

 

 

 

 

 

 


