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Abstract

This research looked at how integrated reporting affects the financial performance of
European industrial companies over a ten-year period, from 2013 to 2023. Integrated
reporting is a newer approach that brings together both financial and non-financial
information in company reports. The idea is that this creates more transparency and

builds trust with stakeholders.

The study wanted to fill a gap in traditional financial reporting, which often doesn't
give investors the full picture of how companies actually create value. The researchers
gathered data from 200 European industrial companies, pulling information from the
Refinitiv DataStream database. They looked at integrated reporting disclosures
alongside key financial measures like Return on Assets (ROA), Return on Equity
(ROE), Earnings per Share (EPS), and Market Capitalization. They also considered
factors like company size, liquidity, debt levels, and spending on quality management.
What they found was interesting - the relationship between integrated reporting and
financial performance wasn't clear-cut. Integrated reporting didn't seem to have much
effect on ROA or market capitalization, which suggests it might not significantly
impact how efficiently companies use their assets or how the market values them..
However, IR was positively and significantly related to ROE in the Fixed Effects
model and to EPS across all models. This indicates that integrated reporting can
improve profitability and shareholder value in certain situations. Additionally, quality
management practices consistently had a positive impact on all performance indicators.
In contrast, debt showed a negative relationship with ROA and ROE but a positive
correlation with EPS. Firm size was negatively associated with ROA and ROE,
suggesting that larger firms tend to see lower relative returns. These findings highlight

the strategic importance of integrated reporting and quality management as ways to

Xl



boost financial performance and maintain long-term value creation in industrial

companies.

Keywords: Integrated report, Financial Performance, ROA, ROE, EPS, MCAP.
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Chapter One

General Framework

1.1 Introduction

In the recent years, an astonishing development has been the sincere fascination in
environmental questions that transcend boundaries or regions, posing compelling and
important issues, that challenge the health of the planet and the wellness of human
beings ( Bogustawa & Surowiec, 2021). Therefore, as awareness of the environmental
price of business increase; it is necessary to compare the environmental price of one
business with its competitors to assess and comprehend each one's relative (Gray et al.,
2023).

The connection between sustainability and transparency has been established as
essential for stakeholders and management. Stakeholders, as important parties, want to
be assured that the company is heading in the right direction to be confident in their
investment and understand potential risks due to mismanagement (Adhikari &
Sameera, 2020). Organizations are not obligated to provide stakeholders with a
complete view of their financial and non-financial information by the necessary

disclosures in their financial reports ( Acma & Rahman, 2020).

The International Integrated Reporting Council (IIRC) defines integrated reporting as a
communication tool that provides information about strategy, financial performance,
governance, environmental and social performance, all in one document (Ahmed et
al.,2023). The Global Reporting Initiative (GRI) also defines integrated reporting as
reports published from companies on the potential economic, environmental, and social
impact of their daily operations (Agustia et al.,2022). Integrated reporting shows how a
company uses its resources effectively and how the firm relates to its stakeholders. The
reporting and disclosure of non-financial information, which is Integrated Reporting
(IR), provides better value to companies reports that do it (Affan, 2019). The benefits
of integrated reporting include significant contributions as follows: it adds transparency
to the reports and improves the quality of information presented in an integrated and
complete format of the firm. It also provides value to its stakeholders and encourages
them to continue engaging with the institution (Aifuwa, 2020). However, integrated

reporting and sustainability face many challenges within 7 major issues: environmental,
1



moral, political, democratic, social and economic, cultural, and ideological dimensions
(Akisik & Gal, 2019).

Acrticle No. 3 of the 2007 European Union Treaty states sustainable development in the
EU will promote the EU's efforts to achieve a degree of balance in economic
development and growth in Europe to ensure price stability, solid social progress, high
levels of protection and enhanced quality, made more important by their health ( Barth
et al., 2017). Firm performance that Al Amosh et al (2022) allude to reflects state of
business at a given time, using financial ratios such as return on assets (ROA) and
return on equity (ROE) for profitability and earnings per share (EPS) as a market
measure (Al Amosh et al., 2021). Arguing the relevance of financial indicators and
being aware of the benefits of integrated disclosure of firms, the significance of
measuring firm finances especially their performance across industrial firms is
critically important due to the environmental dimensions in their operations ( Albetairi
et al.,2018).

More focused on discoveries in recent studies from 2023, usability disclosures
published by Integrated Reporting (IR) design and contributions to firm performance
had made a sizeable impact. Integrated Reporting performance facilitated a more
satisfying account of a firm, representing its strategy, governance, performance, and
prospects ( Almasan EI AL., 2019), which fosters transparent and accountability. Firms
adopting IR have assigned some credit to the improvements in financial metrics like
their higher ROA and higher ROE, which some attribute to risk management and
operational productivity, as they too offer a more detailed understanding of non-
financial components in relation to environmental, social, and governance (ESG)
issues, suggesting that IR has allowed them to be more considered in their strategy, and
develop firms into more sustainable enterprises. The combination of the inclusion of

additional non-financial dimensions has made IR over explicit traditional reporting.

In addition, Integrated Reporting enhances stakeholder engagement and responsiveness
to the needs and concerns of investors, customers, employees, regulators, and all other
stakeholder groups. Deloitte Insights report that IR improves communications with
stakeholders and enhances reputation and relationships with stakeholders which
improves trust and the likelihood of further investment leading to improved

2



performance. The Harvard Business Review highlight that IR can align strategies with
stakeholder expectations and thus improve outcomes for both stakeholders and
companies alike. Integrated Reporting enhances the ability of stakeholders to make
informed decisions regarding operations, prospects and risks contributing to ongoing

value creation and success (Bolyai, 2015).

Integrated Reporting has been described consistently as a valuable means of improving
organizational performance by facilitating a total view of strategy, governance,
performance and prospects. Previous studies have established the impact of integrated
reporting on openness and accountability (Altarawne et al., 2020) investor confidence
and financial performance. More recently, de Villiers et al. (2020) show that integrated
reporting had a positive impact on the KPIs of profitability, operational efficiency and
stakeholder engagement. The International Integrated Reporting Council (IIRC) in their
2021 publication reinforce their position that providing a holistic view of an
organization by linking financial and non-financial information to support and promote
sustainability. The ongoing nature of these studies shows that IR continues to develop
and impact on organizational success but also contributes valuable insights to

significantly better decision making with respect to sustaining long-term growth.

1.2 Research problem

In recent decades, industrial companies in Europe have undergone major changes in
their financial and non-financial reporting practices, especially after adopting the
International Financial Reporting Standards (IFRS) and implementing EU Directive
2014/95/EU. This directive required large companies to share non-financial
information related to governance, social responsibility, and environmental
performance. Even with these efforts to increase transparency and improve disclosure,
the link between how much companies disclose and their financial performance

remains debated among experts.

Previous studies have shown mixed results about how disclosure affects financial
performance. For example, Agostini et al. (2021) found that the introduction of the EU
directive led to more non-financial disclosures, but the quality of these disclosures did
not significantly improve. Also, the direct effect on financial performance metrics like

Return on Assets (ROA) and Return on Equity (ROE) seemed limited. In contrast,
3



other studies indicated that high-quality disclosures, whether financial or non-financial,
might help reduce the cost of capital and boost investor confidence, which could

positively impact the financial performance of industrial companies.

However, most past research has concentrated on one type of disclosure—either
financial or non-financial—without looking at how both quantity and quality play a
role within the changing European regulatory landscape. There is also a noticeable gap
in studies that compare the effects of mandatory versus voluntary disclosure on
financial performance, especially with the recent moves toward integrated reporting
and sustainability disclosure under the new Corporate Sustainability Reporting
Directive (CSRD).

Therefore, the research issue is the uncertainty about whether improving disclosure
practices—looking at both financial and non-financial data and considering quantity
and quality—actually leads to better financial performance for European industrial
companies. Alternatively, the effects might be limited or depend on other factors like
industry traits or firm size. Additionally, variations in regulatory environments within
the European Union add another layer of complexity in understanding how consistent

this relationship is across different settings.

1.3 Research Questions

The current study aims to provide answer to the following main question:

QA: What is the impact of disclosure of integrated reports on the financial performance
in European industrial companies during the period 2013-2023?

The main question is divided into a group of the following sub-questions:

QAL: What is the impact of disclosure of integrated reports on the return on assets in

European industrial companies during the period 2013-2023?

QA2: What is the impact of disclosure of integrated reports on the return on equity in

European industrial companies during the period 2013-2023?

QA3: What is the impact of disclosure of integrated reports on the earnings per share in

European industrial companies during the period 2013-2023?



QA4: What is the impact of disclosure of integrated reports on the market capitalization

in European industrial companies during the period 2013-2023?

1.4 Research Importance

This study looks at how integrated reporting affects the market value of European
industrial companies from 2013 to 2023. It's important because integrated reporting
helps companies be more transparent, giving better information to both internal
decision-makers and external stakeholders like investors. Integrated reports are a newer
approach in accounting that combine financial and non-financial information to show

the complete picture of how a company operates.

These reports add real value to businesses by improving their reputation, ensuring
quality information gets shared, and building trust with stakeholders. They help
companies think more broadly about what creates long-term value, which ultimately

leads to better financial performance.

What makes this research special is its focus on the industrial sector. This part of the
economy is crucial because it creates jobs, drives technological progress, and supports
sustainable growth. Traditional financial reports often don't give investors the full
picture they need these days.

Integrated reporting also helps companies show their commitment to sustainability and
social responsibility. By combining financial and non-financial information, businesses
can better communicate how they're addressing important economic and social issues.
This approach builds stakeholder confidence and helps companies work toward global
sustainability goals. Answering this study's research questions is vital for various
stakeholders. For companies, it offers valuable insights on how integrated reporting can
improve decision-making, enhance reputation, and attract sustainable investments. For
investors, it ensures access to thorough, trustworthy, and clear information that aids in
better investment decisions and long-term value creation. For European regulators, the
findings can guide policy development aimed at improving disclosure standards and
promoting accountability, ultimately supporting sustainable economic growth and

financial stability in the industrial sector.

Despite the rising interest in integrated reporting, significant research gaps remain.

Prior studies have mainly focused on the qualitative benefits of integrated reporting or

5



its impact on sustainability performance. However, there has been limited research
quantitatively examining its effect on financial indicators like market capitalization in
the European industrial sector over a long period. Additionally, there is little empirical
evidence on whether integrated disclosure requirements meet the diverse needs of
investors and regulators in complex economic environments. This gap is the main

reason for conducting this study.

1.5 Research Objectives

This study is Research Objectives it has looked at the effect integrated reporting
disclosures can have on the market capitalization of European industrial companies
from 2013-2023.

The specific objectives are presented below:
OA: Reviewing previous studies that talked about the impact of disclosing integrated

reporting for European of listed industrial companies.

OB: Identifying the ability of companies to disclose integrated reports in their financial

reports.

OC: Studying the impact of disclosure of integrated reports on the return on the

financial performance in European industrial companies during the period 2013-2023.

OC1: Studying the impact of disclosure of integrated reports on the return on assets in

European industrial companies during the period 2013-2023.

OC2: Studying the impact of disclosure of integrated reports on the return on equity in

European industrial companies during the period 2013-2023.

OC3: Studying the impact of disclosure of integrated reports on the earnings per share

in European industrial companies during the period 2013-2023.

OC4: Study the impact of disclosure of integrated reports on the market Capitalization

of share in European industrial companies during the period 2013-2023.



1.6 The Theoretical Framework & Hypotheses Development
1.6.1 Introduction

The importance of financial indicators is highlighted through their main role, which is
to provide financial information about the company’s performance and its ability to pay
its obligations, in addition to evaluating its work, determining the level of its
administrative success, and regulating its performance legally (Albetairi et al., 2018).
Providing a comprehensive information in one report is very important and necessary
in enhancing the company’s value ( Moloi & Iredele, 2020) .Therefore, it has become
very important and necessary to know the impact of integrated reports on the

company’s value and financial performance.

1.6.2 Related Theories
1.6.2.1 Introduction

Accounting theories suggest that sharing information is not just about following
regulations. It is a strategy to reduce information gaps, build trust, and manage what
stakeholders expect. In this view, companies often emphasize indicators that show their
efficiency, profitability, and sustainability. These include Return on Assets (ROA)to
measure resource use, Return on Equity (ROE) to indicate how well a company
generates returns for shareholders, Earnings Per Share (EPS) for measuring profit per
investor, and Market Capitalization to reflect market expectations about future cash
flows and related risks. The better the quality, frequency, and comparability of
disclosures, the more these indicators help to reduce uncertainty, lower the cost of
capital, and improve stock value. When results are strong, companies use disclosures to
confirm their efficiency and justify higher valuation multiples. If performance drops,
disclosures provide context and corrective plans to protect their reputation and lessen

negative reactions

Detailed disclosure often breaks down ROA, ROE, and EPS to clarify the sources,
quality, and sustainability of profits. This helps improve stock liquidity and better align
market value with the company’s fundamentals. In sensitive regulatory and social
environments, maintaining consistency over time, being transparent about non-financial

risks, and linking indicators to goals and strategies are critical for building credibility.



1.6.2.2 Legitimacy theory

Several studies have highlighted the importance of connecting corporate operations
with societal expectations to gain legitimacy. Legitimacy is crucial for long-term
success and building trust among stakeholders (Saputra, 2022).Integrated reporting as a
method to achieve this link has been identified as particularly effective. It gives
businesses the ability to structure the consolidation of financial and non-financial
disclosures within a defined framework. This approach demonstrates adherence to
social and ethical principles (Nishitani et al., 2021; Vitolla et al., 2021). Prior studies
suggest that the discharge of Indicators of financial performance such as Return on
Assets (ROA), Return on Equity (ROE), Earnings Per Shares (EPS), and Market Cap is
Legitimacy Building. This gives assurance to the stakeholders on efficiency,
governance, and value creation in the organization (Vahdati & Aripin, 2023; Trébucq
& Magnaghi, 2017).

Studies indicate that the integration of ROA in the reports is associated with effective
use of resources and operational dexterity, which, in turn, broadens the trust of
investors and other stakeholders (Saputra, 2022). The case is similar with ROE
reporting. Improved perceptions on financial management are associated with the
disclosure of ROE. The disclosure of EPS is considered to be something that endorses
the principles of equity and responsibility most critical to the maintenance of
legitimacy (Vogt & Weber, 2019; Svetlana et al., 2020). Market Capitalization also
draws a positive relationship with the measures that advance the practice of legitimacy.
Firms that are regarded to demonstrate social responsibility as well as ethical
management practices usually enjoy higher inflow of investments, customer retention,
and stabilization of market value (Trébucq & Magnaghi, 2017; Vahdati & Aripin,
2023).

Moreover, studies have shown that integrated reporting helps bridge the gap between
financial and non-financial performance. It demonstrates the relationship between
corporate activities, sustainability, ethical practices, and their subsequent influence on
financial performance indicators such as ROA, ROE, EPS, and Market Capitalization
(Sriwahyuni & Maulana, 2022; Vitolla et al., 2021). Research also indicates that
companies that execute integrated reporting practices will enjoy enhanced stakeholder

confidence, decreased information asymmetry, and improved financial returns,
8



including increased investment and enhanced stability of dividends (Svetlana et al.
2020)

1.6.2.3 Voluntary disclosure theory

Voluntary disclosure theory states that organizations may choose to share information
to enhance trustworthiness and transparency to investors and stakeholders (Soriya &
Rastogi, 2023; Nishitani et al., 2021). Previous literature has shown that voluntary
disclosure, particularly within Integrated Reporting Framework, allows firms to
articulate value and non-value feats, including those towards sustainable development,
which helps strengthen business reputation and improves associated profitability. For
example, explicit and validated estimates of Return on Assets (ROA) demonstrate how
efficiently and effectively resources are utilized. This, in turn, conveys operational
competence, which reinforces investors' belief and perception in the firm's transparent
operations (Shoaf et al., 2018; Zaini et al., 2018). Reporting Return on Equity (ROE) is
also indicative of the firm's profits to investors' ratio, which for self-financed or
retained earnings signifies proper management. This creates trust and enhances the

likelihood of more investments from the investors.

There is also evidence that voluntary disclosure of Earnings Per Share (EPS) enhances
an investor’s perception of the profitability of each share. This brings about the
reduction of information asymmetry (Hummel & Schlick, 2016; Guidry & Patten,
2019). Market Capitalization also suffers an impact because of voluntary disclosures, It
is the perception that firms which are socially responsible and open about their
operations sustain, or increase, their share price and are therefore more attractive to

investment.

Moreover, previous studies suggest that some elements of an integrated report's
transparency can help firms maintain or even enhance their financial performance in
terms of ROA, ROE, EPS, Market Capitalization, and others. This is achieved through
the signaling of ethical management and socially responsible behavior (Shoaf et al.,
2018; Hummel & Schlick, 2016). To put it simply, the voluntary disclosure theory
argues that companies’ decisions to offer additional information and open and
transparent reporting through integrated reporting will, beyond building stakeholder

trust and legitimacy, lead to positive financial outcomes as well. The evidence collected

9



from those studies indicates the existence of voluntary disclosure and, in particular, the
strategic role of ethical and transparent business behavior to improved operational

productivity, profitability, and market valuation.

1.6.2.4 Stakeholder theory

Stakeholder theory is a major theory in understanding how a company interacts with all
the groups affected by the company’s actions. These groups are investors, employees,
consumers, suppliers, and the society in general (Freeman, 1984; Donaldson & Preston,
1995). In these regards, the theory suggests that companies are supposed to evaluate the
stakeholder value and stakeholder expectation while formulating a business strategy
and while undertaking operational activities. In the literature, it has been documented
that companies that are proactive in addressing the expectation of their stakeholders are
more likely to achieve better financial performance. These results occur because the
company is able to earn the trust, the loyalty, and the long term relation with relevant
stakeholders (Freeman et al, 2010; Parmar et al, 2010).

From the stakeholder theory perspective, transparent disclosure of some financial
performance indicators such as Return on Assets (ROA), Return on Equity (ROE),
Earnings Per Share (EPS), and Market Capitalization value can improve how
stakeholders perceive a company. For instance, disseminating information on ROA
appreciating net income as a result of the efficient use of resources helps in the
reassurance of operational effectiveness to investors and other stakeholders (Mitchell et
al., 1997; Clarkson, 1995). The mere reporting of ROE suggests an effective
management of shareholders capital, which enhances their confidence to the company
and reinforces corporate governance (Freeman et al, 2010). The information on EPS

estimates the company’s profitability and the stakeholders are likely to.

Stakeholder theory is one of the aspects of understanding how companies relate with all
the groups for whom the actions of the company matter. This includes investors,
employees, consumers, suppliers, and the broader society (Freeman, 1984; Donaldson
& Preston, 1995). In this context, the theory posits that companies need to take in
stakeholder value and stakeholder expectation into consideration when formulating a
business strategy and when undertaking operational activities. The literature indicates

that companies that focus on the expectation of their stakeholders are likely to perform

10



better financially. This happens because the company is able to gain the trust, the
loyalty, and the long term relationship with relevant stakeholders (Freeman et al, 2010;
Parmar et al, 2010).

Considering the stakeholder theory, better perception by stakeholders of a company is
one of the likely outcomes of transparent disclosure of certain financial performance
measures like their Return on Assets (ROA), Return on Equity (ROE), Earnings Per
Share (EPS), and the value of their shares on the Market Capitalization. For instance,
disseminating information on ROA with net income that appreciates operational
effectiveness due to the effective use of resources aids in the reassuring of investors

and other stakeholders of operational effectiveness (Mitchell et al., 1997; Clarkson)

1.6.3 Definition of concepts

This section defines the basic concepts around which this study revolves, such as IR,
ROA, ROE, EPS and MACP.

1.6.3.1 Integrated reports

International Integrated Reporting Council (IIRC) aims to establish an integrated
reporting structure that is widely accepted and that includes financial, environmental,
social, and governance information in an understandable, simplified, consistent and
comparable form ( De Villiers & Hsiao, 2017). IR needs to reflect the following four
qualitative qualities: timeliness, faithful representation, relevance, and understandability
(De Villiers & Hsiao, 2017). IR is very essential because financial and non-financial
information covered by IR that it can reduce information asymmetry, reveal how a
company manages its resources and interacts with stakeholders, and facilitate better
decision-making ( Akisik & Gal, 2019).

Social responsibility is the commitment of companies to fully perform their duties to
stakeholders, in addition to improving and strengthening social relations (El-Deeb,
2019). As investors and stakeholders look for more information on the company's
financial and non-financial performance, integrated reporting is regarded as one type of
social responsibility. In addition to helping these investors achieve their objectives,
obtaining this type of report adds value to the business by enhancing its legitimacy and

reputation. (Al Amosh & Mansor, 2021). Creditable and accurate IR provides
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information on a range of topics including governance, social, environmental, and
economic performance in order to guarantee the company's short- and long-term

objectives are met (Suttipun, 2017).

1.6.3.2 Firm performance

Financial performance indicators are important tools that companies use to measure
their efficiency and ability to reach strategic goals. They give a clear picture of the
financial position by examining key areas like profitability, liquidity, and solvency.
Some of the main indicators include: Return on Assets (ROA), which measures a
company’s ability to use its assets to generate profits; Return on Equity (ROE), which
shows how effectively shareholders’ equity is used to produce returns; and profitability
ratios like the net profit margin, which reflects operational efficiency. While these
indicators are crucial for assessing financial success, they are not enough by themselves
to give a complete view of a company’s overall performance. This is where Integrated
Reporting (IR) comes into play. It combines financial and non-financial information to
show how value is created over time. This approach improves transparency, supports
investment decisions, and builds greater trust among stakeholders.

1.6.3.2.1 Return on assets

importance of further research on the influence of integrated reporting on financial
performance (Raimo & Vitolla, 2018). Despite the limitations in understanding how
integrated reports affect a company's performance, stakeholder theory emphasizes that
stakeholders require companies to balance fiduciary duties against social
responsibilities, especially as stakeholders are affected by the actions a company takes
(Gray et al., 1996). As integrated reports include the rationales companies provide their
stakeholders for their strategic decisions, changes in ROA should be considered as
companies better demonstrate the value of their intangible assets (tiA), such as human

capital, reputational capital, and social capital (Permatasari & Narsa , 2021).

By examining ROA through the lens of integrated reporting disclosures, this study also
contributes to the literature on stakeholders that have been neglected (Soriya & Rastogi,
2023). Ultimately, the discussion is centered on whether integrated reports have a
financial and non-financial impact on stakeholders. From a broader perspective, this

study closely examines whether integrated report disclosures have any effect on the
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market value of European industrial companies and recognizes both its financial and

non-financial importance.

These and other elements continue to remain the focus of recent studies. For instance,
de Villiers et al. (2020) found that integrated reporting adds value to the critical
performance indicators of profit, operational efficiency, and stakeholder engagement.
Similarly, Al Amosh & Mansor (2021) found that integrated reporting is beneficial
especially in ensuring that decision-makers, whether within the entity or outside, access
adequate and pertinent information. The ability to stimulate sustainability, reduce
negative environmental impact and increase social responsibility, can be reasons to
achieve improved results in ROA. Furthermore, the ability of integrated thinking to
guide firms towards these value defining elements enhances financial performance and
market capitalization. This study adds to the growing evidence of the critical
contribution of any industry to the economy, job creation, technological advancement,
and sustainable development. Unlike traditional financial reports that tend to ignore the
expectations and information needs of investors, integrated reports aim at addressing

this critical gap.

Through integrated thinking, firms are better positioned to discover these value
determining aspects, and achieve improved financial performance and market value.
This research further emphasizes the essential role of an industrial sector in the
advancement of economy, job creation, as well as technology, all of which contribute
to sustainable growth. Integrated reports purport to fill the gaps of conventional
financial reports as these often fail to address the required needs of investors ( Hoque,
2017). Integrated reports focus more on disclosures, providing investors with a more
coherent view on a firm's critical success drivers, and acting as a clear driver for their

investment decisions in differences to conventional reports.

In light of growing environmental concerns, the industrial sector's need to adopt
sustainability strategies is becoming more critical than ever before. This paper
evaluates the processes and practices of integrated reporting to enhance stakeholder
engagement and responsiveness to investors, customers, employees, regulators, and
other stakeholders. Deloitte Insights (2021) has indicated that integrated reporting

increases communication with stakeholders, enhances reputation, builds trust, and leads
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to further investment and improved performance. The Harvard Business Review (2021)
has referred to integrated reporting as a mechanism to align strategies with stakeholder
expectations, and key to the enhancement of outcomes for stakeholders as well as the

company, in practice.

The importance of this study lies in that it assesses the impact of integrated reporting
disclosures on the market capitalization of European industrial companies over the
period of 2013 - 2023, and particularly ROE. ROE is an important traditional financial
measure that is used to evaluate company performance and how a firm creates returns
for its shareholders. ROE is calculated as net profit earned by the company after all
costs and taxes divided by the number of shares outstanding. ROE allows a firm to
evaluate the effective use of equity (Saputra, 2022). The importance of ROE has
emerged in terms of obtaining investment and its important function for comparing

institutions to each other.

Prior studies have found inconsistent evidence for the relationship between integrated
reporting and ROE. Benson et al. (2021) found no significant effects of integrated
reports for ROE, arguing integrated reports are voluntary and flexible disclosures, and
so shouldn't depend upon a company's financial success. While other studies report that
integrated reporting and ROE are positively associated. Priyadarshanie and Pathiraja
(2018) reported that integrated reports have significant positive impact on the return on
shareholders' equity, leading to the implication that the more integrated reports the
company disclosed the greater the return for its shareholders.

1.6.3.2.2 Return on equity

Recent work is ongoing in this area. de Villiers et al. (2020) note that there is a positive
association between integrated reporting and a company's key indicators of
performance, such as return on equity (ROE), profit, operational efficiency, and
stakeholder relations. In turn, Al Amosh & Mansor (2021) highlight the importance of
integrated reporting as a medium for organizations to provide accurate and useful
information to internal stakeholders, as well as, external stakeholders to facilitate
decision-making. Therefore, integrated reporting can provide assistance in terms of

sustainable development, reducing environmental effects, and enhancing ongoing
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social responsibility initiatives, such as energizing ROE (de Villiers et al., 2020; Al
Amosh & Mansor, 2021).

When organizations adopt integrated thinking, they will acquire greater meanings about
their value-creating factors leading them to improve financial performance and market
value. The research highlights the industrial sector's contributions towards economic
development, job creation, and technological advancement; and aspects that relate to
sustainable growth. An integrated report can often fix the issues of traditional
companies using traditional financial reports by ensuring external users have their
needs for information met (Gal & Akisik, 2019). In addition to disavowing commonly
"boilerplate™ reports presented at the past accounting periods, integrated reporting acts
as an information means for investors to understand the company's critical success
factors with coherence and line of sight and help investors make better informed

decisions.

As concerns for environmental issues grow along with climate change concerns,
sustainability practices become even more important in industry. This paper examines
how integrated reporting could enhance stakeholder engagement and responsiveness to
the needs and concerns of investors, customers, employees, regulators, and other
stakeholder groups. Deloitte Insights (2021) found that integrated reporting enhanced
communication with stakeholders, positively impacted reputation and trust, which
increased investments and performance. Harvard Business Review (2021) concluded
that integrated reporting allows alignment of strategy with stakeholder expectations and

thus positively impacts the outcomes for stakeholders as well as organizations.

1.6.3.2.3 Earnings per share

The importance of this study is to demonstrate the relationship (if any) between
integrated reporting disclosures and market capitalization for European industrial firms
from 2013 to 2023, focusing on Earnings Per Share (EPS). EPS is one of the most
important financial metrics used by investors every day and repeatedly around the
world, because it is used to determine expected profits and revenues from a company's
common shares (Emmanuel E. , 2021). Integrated reports must capture the urgent and
necessary need to raise capital and supply it to stakeholders. This identifies the value of

integrated reporting, because it also should provide investors with full knowledge that
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can inform their own decision making abilities, while also increasing corporate

transparency.

Organizations are starting to understand integrated reports are providing both, an open-
door policy for their stakeholders and integrated reporting promotes investors
performance. Recent studies (Adhikari & Sameera, 2020; Priyadarshanie & Pathiraja,
2018) indicated a positive relationship between integrated reports and return on equity
(ROE). Integrated reporting potentially increases a company's financial performance in
all areas of transparency and accountability. However, the financial performance
impacts from integrated reporting on EPS, are still up for discussion. Within the mixed
models of exploring the impact of environmental sustainability in all of its forms on the
financial performance of companies, some studies have shown correlations while

scores have also not published definitive findings (Freeman, 2010).

New research deemed more common is shown in, for example, de Villiers et al. (2020)
who looked at the performance-related consequences of integrated reporting, which, as
it were, drives performance positively in integrated reporting on profitability,
operational efficiency, and stakeholder engagement. Likewise, Al Amosh & Mansor
(2021) dealt with the integrated reporting system and its relevance in conveying
informative, precise, and valuable data for decision-making at all levels within and
outside the organization. Their literature review monetarily confirms the hypotheses on
integrated reporting and sustainable development as well as the reduction of negative
environmental impacts and the enhancement of social responsibility initiatives

positively influencing EPS.

Using integrated thinking, companies can enhance exposure to value-creating factors
and improve financial performance and market capitalization. This work illustrated the
contribution of the industrial sector to the development of the economy, the generation
of employment, technological progress, and the relevance of the industrial sector to
sustainable development. By employing integrated thinking, firms may capitalize on
the exposure of value creating factors and increase their financial performance and
market value. The study demonstrated the contribution of the industrial sector to
economic development, jobs, and technological advancement, as well as highlighting
its relevance to sustainable development. The integrated reports are responsive to the
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limitations of traditional financial reports, which do not give investors the varied
information they need. Additionally, integrated reports provide investors with
contextualized performance disclosures, so that they can envisage the critical success

factors of the company in order to make decisions (Lee, 2019).

1.6.3.2.4 Market Capitalization

The main contribution of this research is to understand the impact of integrated
reporting disclosures on market capitalization of European industrial companies
between 2013 and 2023. Disclosure incorporated in financial reports through integrated
corporate reports leads to benefits such as the optimum use of profits, a reduction in the
cost of capital, and the depiction of the organization's capacity to achieve service
objectives (Bolyai, 2015). Although the use of integrated reports is still voluntary for
organizations, there are no prior studies established that neglect the value and benefits
realized by organizations from integrated disclosures in their revenues and even market

value.

Recent evidence has demonstrated integrated reporting can positively influence
organizations’ financial performance and thus market value. For example,
Nurkumalasari et al. (2019) have noted integrated corporate reports obtained an
incremental market share increasing the company’s market value from attracting new
investors and customers. A company's market share increases from integrated reporting
creating comprehensive impressions of integrated reports which assist stakeholders to
make more informed decisions. Further, integrated reporting promotes transparency

and accountability which is necessary in a world wanting to build trust.

Continuing research has focused on these dynamics. For example, de Villiers et al.
(2020) showed integrated reporting has positive implications for key performance
metrics like profitability, operational efficiency, and how organizations engage with
stakeholders. Al Amosh & Mansor (2021) generations have seen the importance of
reporting integration along with the capacity of providing relevant and appropriate
information to both their internal and external decision makers. Findings show that
integrated reporting not only enhances an organization’s social responsibility but also
positively drives sustainable financial performance, sustainable market valuation, and

reduces the ecological footprint.
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Enhancing organizational performance and market valuation is made possible through
embracing integrated thinking, appreciating the value creation constituents. The
research captures the importance of the industrial sector to the economy in terms of job
creation, innovation, and technology, along with the ability to contribute to
sustainability. Integrated reports are meant to fill the void of traditional financial
reports, which do not please the appetites of investors for whatever reason. Once again,
the integrated report introduces disclosures that allow investors to better appreciate a
company's critical success factors. These critical success factors allow investors to

make more informed decisions ( Erin & Adegboye , 2022).

1.6.4 Developing Hypotheses

Hypothesis development is an important step in scientific research. It turns the
theoretical framework and past literature into predictions that can be tested. This study
focuses on the effect of integrated reporting on the financial performance of European
industrial companies from 2013 to 2023. This phase aims to create well-founded

expectations based on earlier studies and established financial theories.

Past research shows that integrated reporting, which mixes financial and non-financial
information, improves transparency and credibility among investors and stakeholders (
Malola & Maroun, 2019). It leads to better decision-making and lowers agency issues
between management and owners ( Bogustawa & Surowiec, 2021). For example, some
studies have found a positive link between integrated reporting and profitability, return
on assets, and market value ( Carmo & Miguéis, 2022). Other research points out that
thorough disclosure reduces information gaps and boosts market confidence (Wai Lee
& Heng Yeo , 2016). Additionally, agency theory suggests that integrated reporting
helps reduce conflicts between owners and management and improves how resources
are allocated ( Cortesi & Vena, 2019). Traditional financial theories also support the
idea that transparency is linked to better corporate financial performance (Bolyai,
2015).

Given this background, hypothesis development connects earlier studies and financial
theories with the empirical testing of the relationship between integrated reporting and
the financial performance of European companies. This allows the researcher to create

precise and testable scientific expectations (Islam, 2021).
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HA: There is positive impact of disclosure of integrated reports on the financial

performance in European industrial companies during the period 2013-2023.

The analysis on the relationship between integrated report disclosure and return on
assets (ROA) of European industrial firms between 2013-2023 produced some
interesting results. Barth et al. (2014) conducted a study that showed by utilizing
integrated reporting practices, companies underwent different metrics of financial
performance including positive ROA, better strategic alignment, and improvement in
transparency in regards to operations. Furthermore, Eccles and Serafeim (2013) found
that integrated reporting practices help with operational functionality by directing
resource allocation, helping improve asset returns. In 2017, the EFFAS study indicated
that firms with integrated reports were generally expected to deliver improved ROA
because their reports allowed stakeholders to see tangible value creation. As well,
Deloitte (2019) found companies using integrated reporting helpful in support of long-
term financial performance because companies aligned their corporate strategies with
stakeholder values therefore enabling better long-term asset use. These studies as a
whole suggested through integrated report disclosures positively impacted ROA
through disclosures, improved stakeholder relations, and improvements to operational
efficiency. There is evidence that supports this hypothesis which states that integrated

report disclosure can positively impact ROA of industrial companies in Europe.

HAL: There is positive impact of disclosure of integrated reports on the Return on
Assets in European industrial companies during the period 2013-2023.

Many of studies have examined the effects of integrated report disclosure on return on
equity (ROE) in European industrial firms in the years between 2013 and 2023. In a
study by Eccles and Serafeim (2013), the researchers observed that companies that
adopted integrated report practices are more likely to improve their financial
performance alongside their ROE since it enhanced transparency, trust, buy-in, and
relationships with stakeholders. The International Integrated Reporting Council (IIRC)
(2015) delivered a study which indicated that integrated reports assisted companies to
effectively articulate value created to their stakeholders, contributing to improved
relationships with investors and also return on equity. Garcia-Sanchez and Noguera-
Gamez (2018) discovered that European integrated reports improved company ROE
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because, with various levels of integrated report implementations, the firms that used
integrated report practices were able to show more of their human capital, intellectual
capital, etc., and therefore showed better market valuation and profitability. KPMG
(2020) published a study which stated that integrated reports supported long-term
sustainability and financial resilience, via enhanced equity and return. The literature
reviewed, coincidently, leads to the conclusion that the disclosure of integrated reports
support ROE by providing a fuller view of the company's operations leading to
improved investor confidence and better financial performance. Collectively, we
supported hypothesis H1b, revealing that integrated reports contribute positively to the

equity performance of European industrial companies.

HA 2 : There is positive the impact of disclosure of integrated reports on the return on

equity in European industrial companies during the period 2013-2023.

Multiple research studies assessed how integrated report disclosure helps the earnings
per share (EPS) of European industrial companies from the period 2013-2023. A
different research study which was published by Eccles and Serafeim (2013) found that
organizations which adopted integrated reporting practices tended to have improved
financial performance and EPS, due to improved transparency and higher trust from
stakeholders. A research study by the, IIRC (International Integrated Reporting
Council), published in 2015 found that integrated reports help organizations
communicate their value creation process and provide the opportunity for better
investor relations and increased earnings. Garcia-Sanchez and Noguera-Gamez (2018)
found that European organizations whose reports were integrated had better market
valuation and profitability, and therefore a better EPS impact when compared to non-
integrated reports. Additionally, research conducted by KPMG in 2020 found that
integrated reports will help organizations meet their long-term sustainability and
resilient financial objectives which supports the claim of improved financial
performance in the industrial sector. Collectively, these publications provide evidence
and support the view that integrated report disclosures have a positive effect on EPS by
offering stakeholders with a fuller scope and depiction of their operations, which in
turn could lead to improved confidence from investors and earn better financial
performance results. The findings support hypothesis H1c in that in integrated reports
help the earnings performance of European industrial companies.
20



HAS3: There is positive the impact of disclosure of integrated reports on the earning per

share in European industrial companies during the period 2013-2023.

Various scholars have examined the effects of integrated report disclosure on market
capitalization in European industrial companies from 2013 - 2023. Specifically, Eccles
and Serafeim (2013) articulated that firms that implemented integrated reporting
practices improved transparency and stakeholder trust, which translated into a strong
likelihood that firms' market capitalization would increase due to increased financial
performance. A study by the International Integrated Reporting Council (1IRC) (2015)
disclosed that integrated reporting enables firms to communicate their value creation in
a way that fosters investor relations with investors, which led to a higher market value.
Garcia-Sanchez and Noguera-Gamez (2018) ascertained in their study that European
firms that reported in an integrated way received a higher market valuation than firms
that reported in a traditional means, causing a market capitalization increase.
Furthermore, research by KPMG (2020) suggested integrated reporting is associated
with long-term sustainability and financial resilience and helps enhance market
performance especially in the case of UK companies from the industrial sector. Taken
together, these studies suggest the disclosure of integrated reports has a positive impact
on market capitalization through an integrated view of the firm's operations which
improves investor confidence and positively affects financial return. Numerous studies
provided compelling evidence for H1d (i.e., integrated reporting is beneficial for the
market performance of European industrial companies).

HA4: There is positive the impact of disclosure of integrated reports on the Market

Capitalization in European industrial companies during the period 2013-2023.

Table (1) summarizes the research hypotheses.
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Table (1)

Summary of hypotheses

Hypothesis

Content

HA

HAl

HA2

HA3

HA4

There is positive impact of disclosure of integrated reports on the financial
performance in European industrial companies during the period 2013-2023?

There is positive impact of disclosure of integrated reports on the Return on
Assets in European industrial companies during the period 2013-2023?

There is positive impact of disclosure of integrated reports on the Return on
Equity in European industrial companies during the period 2013-2023?

There is positive impact of disclosure of integrated reports on the Earning per
share in European industrial companies during the period 2013-2023.

There is positive impact of disclosure of integrated reports on the Market
capitalization in European industrial companies during the period 2013-2023.
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Chapter Two
Study Methodology

2.1 Introduction

The main purpose of the present study is to investigate impact of disclosure of
integrated reports on the financial performance in European industrial companies
during the period 2013-2023, Liquidity, Debt ratio, Firm size and Quality Management
as a control variable. Financial performance represented in return on assets (ROA),
return on equity (ROE), earning per share (EPS) and Market Value (MV) are

considered dependent variable.

2.2 Data Collection

Secondary data retrieved from the Refinitiv DataStream database serves as one of the
most critical databases for finance and economics across the world. Along with historic
and real-time data pertaining to companies, financial markets, assets, and countless
economic indicators, the database provides information for over 175 countries. To
many researchers, academics and financial analysts, the databases realiable nature and
breadth makes it one of the best databases across the globe. With decades of historic
data and an ability to support researchers in financial and economic studies, the

database is highly utilized.

The study sample consisted of European listed industrial companies, which were
retrieved from the provided database from the years 2013 to 2023. The data recode
doffered on IR (Integrated Reporting) diclosure as well as IR financial performance
indicators such as ROA (Return on Assets), ROE (Return on Equity), EPS (Earnings
per Share) and the Market Value. Many other control variables for the study were
utilized such as company size, liquidity, debt ratio, and quality expenditure. A total of
981 industrial companies were chosen for the analysis, and around 200 qualified to the
study criteria. The remaining 781 industrial companies were disqualified due to missing
data. The data was mainly collected from the companies financial statements such as
the income statement, financial position comptroller, and balance sheet which are

publicly listed on the Refinitiv DataStream database.
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The primary data source is chosen due to its availability, exceptional reliability, and
also up-to-date data analytical tools that ensures precise data processing. In addition,
choosing European industrial companies helps in achieving research objectives, as they
cover a diverse geographical area which includes European Union, United Kingdom,
Switzerland, and Norway. This is useful in providing a well-rounded economic and

geographical scope.

The sample also covers a range of different sectors including: energy, automotive,
chemicals, food and beverages, industrial machinery, and industrial technology. This
guarantees outputs which cover a range of industrial sectors. The variety of both
markets and industries improves the reliability of the research and the relevance of the

outcomes to the European industrial economy.

European financial markets are a vital part of the global financial system that consists
of a variety of financial instruments, institutions and regulation. The markets are
helpful in providing capital which enhances economic expansion as well as investment

opportunities both to individuals and to businesses.

Table (2)
Labels and Data Sources for Variables
Variables Label Sources

Lr;t;gpr:;?gs reports for European industrial IRUC Data Base
E(frt#ggnign Assets for European industrial ROAUC Data Base
Return On Equity for European industrial ROEUC Data Base
Earnings Per Share for European industrial EPSUC Data Base
Market Value MV Data Base& Annual Report
Market Value for European industrial MVUC Data Base
Firm size FSIZE Data Base& Annual Report
Firm size for European industrial FSIZEUC Data Base
Liquidity for European industrial LIQUDUC Data Base
Dept. DEPT Data Base& Annual Report
Debt for European industrial DEPTUC Data Base
Quality Management for European industrial QMUC Data Base

24



2.2.1 European financial markets

European financial markets are a vital part of the global financial system that consists
of a variety of financial instruments, institutions and regulation. The markets are
helpful in providing capital which enhances economic expansion as well as investment

opportunities both to individuals and to businesses.

2.3 Research sample

The study sample comprises European industrial companies extracted from the
Refinitiv DataStream database, covering the period 2013-2023. A total of 981
companies were initially identified; however, only 200 companies met the study criteria
due to missing data for some firms. These companies represent key European markets,
including the European Union, the United Kingdom, Switzerland, and Norway, and
span various industrial sectors such as energy, automotive, chemicals, food and
beverages, industrial equipment, and industrial technology. The selected period allows
for analyzing long-term trends and the impact of integrated reporting on financial
performance across a decade.The data in this study were collected by the data base.
were considered the main sources of data. The study sample includes all companies that

meet the following criteria:

1. The companies selected in the sample must be listed on the above-mentioned
European stock exchanges during the period 2013-2023

2. The company must be among the industrial companies

3. Auvailability of the required dat

2.4 Research Model

This study is based on one model. This model is presented bellow as follows:

FPER= 00 + B1IR + P2FSIZ + B3LIQ + P4DEBT + B5QM + «.

Where: a0: Represent intercept; B-2: Represent Coefficient; FPER: Financial
Performance; IR: Integrated Report; FSIZ: Firm Size; LIQ: Liquidity; DEBT: Debt
Ratio; QM: Quality Management; : Error term.
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Figure (1)
Research Model

Integrated Report Discloser
0), () Financial
Performance
ROA
ROE
Control Variable EPS
MCAP
Firm Size
Liquidity
Debt
Quality Management

2.5 Variables Measurement

In this research, the independent variable is IR. In this sense, integrated reports are still
defined to be comprehensive reports, providing automated and non-financial
information to users of financial report without the need for them to extract individual
reports presented by the company (Carmo & Miguéis, 2022). Thus, this can reflect

positively, negatively or not impact the company's financial performance. Based on
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previous research such as the study of Martinez (2016), the impact of disclosures in
integrated reports upon the financial performance of the firm is measured by assigning
a code (1) to the firm whose disclosures contain integrated financial and non-financial
information and assigning the code (0) to the firm whose disclosures do not contain
integrated disclosures i.e. traditional financial only disclosures (Wahl et al., 2020;
Mervelskemper & Streit, 2017; Manes-Rossi et al., 2021).

With regard to the dependent variables and the controlling variables, the mechanism for
measurement of each of them will be explained in the following variable table.3.6Table

of variables.

The following table displays the study variables, their types, the scientific term for
them, the mechanism for measuring them, and the sources for obtaining information

related to them:

The following table displays the study variables, their types, the scientific term for
them, the mechanism for measuring them, and the sources for obtaining information

related to them:
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Table (3)

Proxies of the Dependent, Independent and Control Variables

Variable

Measurement

Definition

Previous Research

Independent variable

Disclosure of
integrated reports (IR)

If the company have
clearly discloses that it
uses integrated reports
take code 1 otherwise
code 0

integrated reporting defined as a
communication tool that present
information about the strategy,
financial performance,
governance, environmental, and
social performance in one report

(Emmanuel &
Ifeanyichukwu, 2021).

Dependent variables

Return on assets
(ROA)

Net profit after tax
divided by total assets

This indicator is wused to
measure the ability of a
company to generate profit from
the resources used to invest in it

(Mohammad et al.,
2024).

Return on equity
(ROE)

Net profits after taxes
divided by shareholder
equity.

This indicator is wused to
determine the effectiveness of
the business in making profit off
of investments made by
shareholders

(Mohammad &
Rahman, 2020) ,
(Senani etal , 2022),
(Nwadialor & Nweze,
2021) and (Basalat et
al, 2023)

Earnings per share
(EPS)

Net profits after taxes
divided by number of
common shares in the
company

Companies use this indicator to
determine the total amount of
profits earned during an
accounting period per
outstanding common share.

(adarshani , 2023) , (
Altarawneh & Al-
Halalmeh, 2020) and (
Bogustawa &
Surowiec, 2021).

Market Capitalization
(MCAP)

Multiplying the number of
shares traded by the
current share price.

This indicator is important for
investors to determine the value
of a company and its future
growth prospects. Market value
is affected by the profits and
losses  achieved by the
company, the risks it faces, and
its growth prospects(Mohaisen
et al., 2021)

(Elshandidy et al.,
2022) , ( Landau et al.,
2020) , ( Pavlopoulos
etal., 2019) , (Nour et
al., 2023) and (Asa’d et
al., 2022).

Control variable

Company size (CS12)

Natural Logarithm of total
assets

The size of the company is
expressed through many things,
such as the asset

( Girellaetal., 2019), (
Laan et al., 2017) ,
(Islam, 2021) and (
Hirzallah et al. , 2024).

Current assets/ current

Liquidity refers to the ease with
which an asset, or security, can

(Svetlana et al., 2020) , (
Zufiga & Pincheira,
2021) , (Wai Lee &

Liquidity liability be converted into ready cash Heng Yeo, 2016)
without affecting. ,(Abdelhaq et al., 2024)
and ( Nour, et al., 2022).
expressed as a decimal or (Acma & Rahman,
percentage. It can be interpreted 2020), (Permatasari &
Debt ratio Divide the total debts by as the proportion of a Narsa, 2021), ( Laiet
the total assets company’s assets that are al., 2016), (

financed by debt (Girella et al.
2019).

Abualhassan et al., 2024)
and (Jalal et al., 2022).

Quality Management

All expenses spent to
make the product appear
quality

It is a measure used to express
the extent of the company’s
interest in the degree of
efficiency of its products and
their distinction from other
products. It is measured by all
expenses spent on the product
and also by workers to produce
the best they can .

( Trébucg & Magnaghi,
2017), ( Agustia et al.,
2020) and (Malola &
Maroun, 2019).
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Chapter Three
Results

The chapter will relay findings of the descriptive analysis and regression analysis
respectively. The subsequent discussion about standings in the literature relied upon
and discussed in the previous chapter, and the findings of hypothesis testing that were

explored and produced by the R program.

3.1 Results of Descriptive Statistics

In this part, the results of the descriptive statistical calculations regarding all study
variables are discussed in Table 5. For the period 2013-2023, the statistical analysis
included the mean, median, standard deviation, minimum and maximum values for

gach variable.

Tables (4)
Results of Descriptive Statistics
Variables Mean Median St?jr;%&.lrd Minimum Maximum 1st quartile qui?:ile
ROA 5.384 4.9 8.62 -36.5 42.9 1.375 9.1
ROE 12.57 11.6 27.16 -68.6 243.6 3.275 21.2
EPS 0.263 0.196 0.47 -0.4231 5.929 0.1 0.297
MCAP 5.818e+09 1.9e+09 1.09e+10 2.1e+07  8.4e+10 612500000 7.3e+09
Debt 106.9 68.66 180.1 0 2470 31.36 1115
IR 0.795 1 0.405 0 1 1 1
FSIZE 9.377 9.279 0.819 7.792 11.66 8.776 9.801
Liquidity — 1.891 1.503 1.791 0.2545 18.41 1.147 1.975

QM 1.603e+10 1.4e+09 4.944e+10 4.7e+07  3.4e+l1l 517500000 4.525e+09

*p<0.05, **: p < 0.0, **: p < 0.001

3.1.1 Results of Descriptive Statistics Overall

Table (4) is a thorough tabulation of the descriptive statistics of the financial variables
used in the analyses. We describe each variable set-in terms of the mean, median,
standard deviation, minimum, maximum and quartiles (1st and 3rd). This type of
presentation enables the reader to gauge some of the distribution and variability in the
variables. Return on Assets (ROA): The mean ROA is 5.384, and the median is 4.9.
There is a small skewness present indicated by the mean and median ROAs being
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separated by 0.484 units of ROA. The standard deviation is 8.62, indicating moderate
variability with respect to the mean. ROA had a minimum value of -36.5, and
maximum value of 42.9. As a result, ROA has wide variation considering its possible
values. The quartiles were Q1=1.375 and Q3=9.1. Return on Equity (ROE): The mean
ROE was 12.57 and the median was 11.6.

The standard deviation of ROE was large at 27.16, also indicating a lot of variability in
ROE. The range was also large since the minimum observed value was -68.6 and the
maximum observed value was 243.6. The quartiles were Q1=3.275 and Q3=21.2.
Earnings Per Share (EPS): The mean EPS was 0.263 and the median was 0.196. The
standard deviation was 0.47. The minimum and maximum observed values were -
0.4231 and 5.929. The quartiles were Q1=0.1, and Q3=0.297. Market Capitalization
(MCAP): The mean MCAP was 5.818e+09 and the median was 1.9e+09 with a
standard deviation that was also large (1.09e+10), indicating that there was a large

amount of variability.

The minimum and maximum values observed were 2.1e+07 and 8.4e+10, respectively.
The quartiles are 6125000000 and 7.3e+09. Debt: The mean for debt was 106.9 and the
median was 68.66, with a standard deviation of 180.1 indicating that there was a large
amount of variability. The range of values was 0 to 2470 and quartiles were 31.36 and
111.5. Interest Rate (IR): The mean interest rate was 0.795 with a median of 1 and a
standard deviation of 0.405. The range of values was 0 to 1 with both quartiles being at
1 indicating that there was a high concentration around the median.

Firm Size (FSIZE): FSIZE has a mean of 9.377 and a median of 9.279 with a standard
deviation of 0.819. The range was 7.792 to 11.66 with quartiles at 8.776 and 9.801.
Liquidity: Liquidity has a mean of 1.891 and a median of 1.503 with a standard
deviation of 1.791. The range of values is 0.2545 to 18.41, and quartiles were 1.147 and
1.975. Quality Management (QM): QM has a mean of 1.603e+10 and a median of
1.4e+09 with a standard deviation of 4.944e+10 indicating there was high variability.
The range was from 4.7e+07 to 3.4e+11 with quartiles at 5175000000 and 4.525e+09.
Overall, the data reflects significant variability across different financial metrics,

highlighting the diverse financial health and performance of the entities analyzed.
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3.1.1.1 Correlation matrix

The correlation matrix shown in Table 5 details the interrelationships between a range
of financial variables. Correlation coefficients can vary from -1 to 1, where values
closer to 1 indicate a strong positive relationship, values closer to -1 indicate a strong
negative relationship and values closer to 0 indicate no linear relationship. Asterisks
indicate the significant level of the correlation; there are three levels of significance:
*** signifies p < 0.001; ** signifies p < 0.01; and * signifies p < 0.05. ROA and ROE:
There is a strong positive correlation between Return on Assets (ROA) and Return on
Equity (ROE) at 0.83, which is significant at p < 0.001.

This suggests that as ROA increases, ROE tends to increase, indicating that firms with
higher returns on assets tend to have higher returns on equity. ROA and EPS: The ROA
to Earnings Per Share (EPS) correlation is moderate at 0.34 and is also significant at
p<.001. This indicates a positive relationship as well, suggesting that firms having
higher return on assets may also have higher earnings per share. ROE and EPS: ROE
and EPS show a moderate positive correlation (0.38), significant at the p < 0.001 level.
This suggests firms that show larger equity returns tend to also have more significant
earnings per share. Debt and EPS: Debt and EPS have a strong positive correlation
(0.7), significant at the p < 0.001 level.

This suggests that increases in debt are associated with increases in equity returns
through increased earnings per share; perhaps indicating leveraged growth. Debt and
ROA/ROE: Debt has a negative correlation with both ROA (-0.19) and ROE (-0.2),
both significant at the p < 0.001 level. This suggests that higher levels of Debt are
related to lower returns on assets as well as equity. MCAP and QM: Market
Capitalization (MCAP) and Quality Management (QM) show a moderate positive
correlation (0.64), significant at the p < 0.001 level. This suggests larger firms may
have a better-Quality Management practice. FSIZE and MCAP: Firm Size (FSIZE) and
MCAP show a moderate positive correlation (0.56), significant at the p < 0.001 level;

indicating larger firms tend to have a higher market capitalization.

Liquidity and FSIZE: Liquidity has a negative correlation with FSIZE (-0.14),
significant at the p < 0.01 level. This suggests larger firms may have a lower liquidity
ratio. QM and FSIZE: QM and FSIZE exhibits a strong, positive correlation of 0.67
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that is significant at the p < 0.001 level. This conclusion implies that firms of larger
sizes have better quality control. The correlation matrix still suggests quite a number of
meaningful relationships between the variables of finance that give insight into the
relationships between various aspects of the financial performance and financial
structure. This understanding can assist both in the formulation of strategy and in

financial planning.

Multicollinearity Consideration:

Many of the variables in the study were found to have relatively high correlations. In
this category, there were pairs of variables such as ROA and ROE, and QM and FSIZE,
which were found to have correlation coefficients of 0.83 and 0.67, respectively. This
leads to an important consideration of multicollinearity in regression models.
Multicollinearity is the condition in which two or more predictor variables have a high
degree of correlation and are therefore difficult to measure in terms of their separate
contributions to the predicted value of the dependent variable. Although high
correlation does not invalidate the study, it can increase standard errors and lower the
reliability of coefficient estimates. To deal with this, we should check variance inflation
factors (VIFs) to make sure multicollinearity does not significantly distort the

regression results.

Overall, the correlation matrix shows several significant correlations between financial
variables. This provides insight into how different measures of financial performance
and financial structure are connected. Understanding these correlations can help with

strategic decision-making and financial analysis.

Table (5)
Correlation matrix Overall

ROA ROE EPS MCAP Debt IR FSIZE Liquidity QM
ROA 1

ROE 0.83 *** 1

EPS 0.34 *** 0.38 *** 1

MCAP 0.05 0.09 0.04 1

Debt -0.19*** -02** 0.7**  -0.01 1

IR -0.01 0.02 0.05 0 0.08 1

FSIZE 011* 017 ** 0.2*** 0.56** 0.16 *** -0.07 1

Liquidity 0.06 -0.01  -0.06 -0.09 -0.15** 0.08 -0.14** 1

QM 014*> 014* 007 064** 002 -0.03 0.67*** -0.1* 1

*:p<0.05 **:p<0.01, and ***: p <0.001
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3.2 Regression Analysis
3.2.1 Regression Analysis of Overall
To determine the most appropriate model, we analyze the test results as follows:

Table (6)
The impact of disclosure of integrated reports on the ROA in European industrial companies
during the period 2013-2023?

Fix model Pooled model Random model
Variable Estimate SD P Estimate  SD P Estimate sSD P VIF
(Intercep) 0.0009 0.039 1 0.0002 0.057 1 -0.074  0.187 0.69
IR 0.023 0.092 0.801 0.003 0.058 0.958 0.007 0.098 0.944 1.016
Debt -0.284***  0.058 0 -0.184*** (0.058 0.002 -0.244*** 0.078 0.002 1.032
Liquidity 0.059 0.098 0.55 0.045 0.058 0.439 0.048 0.105 0.648 1.043
QM 0.945***  0.168 0 0.15** 0.058 0.01 0.404*** 0.137 0.003 1.011
FSIZE -21.225*** 7.847 0.008 2.133*** 0.755 0.005 2.75 1.806 0.128 1.144
Hausman Test
(FE vs. RE) <0.001
Likelihood
Ratio Test
(Pooled OLS <0.001
vs. FE)
Breusch-Pagan
Lagrange
Multiplier Test  <0.001
(Pooled OLS
vs. RE)

*p<0.1; **p<0.05; ***p<0.01

HAL: There is a positive relationship between disclosing integrated reports on Return
on Assets of industrial companies for European companies during the period 2013-
2023.

The table displays the outputs of three models -Fixed Effects (FE), Pooled Ordinary
Least Squares (OLS), and Random Effects (RE). The dependent variable is Return on
Assets (ROA), and the explanatory variables are Integrated Reporting (IR), Debt,
Liquidity, Quality Management (QM), and Firm Size (FSIZE) they are a control
variable. Integrated Reporting (IR): IR was not significant in any of the models
indicating that changes in integrated reporting do not have a meaningful effect on
ROA. Debt: Debt was statistically significant and negatively correlated with ROA in all
three models. Higher debt levels are associated with a lower ROA. The coefficients
were -0.284 (FE), 0.184 (Pooled OLS), and -0.244 (RE), all of which were significant
at p < 0.05. Liquidity: Liquidity was not significant in any of the models indicating that
liquidity does not substantially affect ROA. Quality Management (QM): QM is

statistically significant and positively correlated with ROA in all three models. This
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indicates that better quality management practices are associated with a higher ROA.
The coefficients were 0.945 (FE), 0.15 (Pooled OLS), and 0.404 (RE), and all were
significant at p < 0.01. Firm Size (FSIZE): FSIZE was statistically significant and
negatively correlated with ROA in the Fixed Effects model with a coefficient of -
21.224 with a p < 0.01. This indicates that larger firms tend to have lower ROA.

Table (7)
The impact of disclosure of integrated reports on the ROE in European industrial companies
during the period 2013-2023?

Fix model Pooled model Random model
Variable  Estimate SD P Estimate  SD P Estimate SD P VIF
(Intercep)  0.0006 0.044 1 0.0004 0.057 1 -0.091 0.132 0491
IR 0.045** 0.102 0.658 0.047 0.058 0.414 0.035 0.083 0.676 1.016
Debt -0.568***0.064 0 -0.212*** 0.058 0 -0.408*** 0.074 0 1.032
Liquidity 0.078 0.109 0.474 -0.029 0.058 0.624 -0.024 0.089 0.784 1.043
QM 0.671*** 0.187 O 0.139** 0.057 0.016 0.258** 0.106 0.015 1.011
FSIZE -25.1** 10.41 0.017 2.436** 0.927 0.01 2.897* 1496 0.053 1.1144
Hausman
Test (FE 0.937
vs. RE)
Likelihood
Ratio Test
(Pooled <0.001
OLS
vs. FE)
Breusch-
Pagan
Lagrange
Multiplier <0.001
Test (Pooled
OLS vs. RE)

*p<0.1; **p<0.05; ***p<0.01

HAZ2: There is a positive relationship between disclosing integrated reports on Return on Equity

of industrial companies for European companies during the period 2013-2023.

The results of three different models (Fixed Effects, Pooled Ordinary Least Squares,
and Random Effects) are shown in the table. The dependent variable is Return on
Equity (ROE) and the independent variables are Integrated Reporting (IR) and Debt
and Liquidity, Quality Management (QM), and Firm Size (FSIZE) as a control.

Integrated Reporting (IR): Importantly, IR appears to significantly relate to ROE in the

FE Model. Debt: Debt appears to relate significantly and negatively to ROE in all
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models. This indicates that higher levels of debt are related to lower levels of ROE. The
coefficients are -0.568 (FE), 0.212 (Pooled OLS) and -0.408 (RE) and all significant at
p < 0.05. Liquidity: Liquidity is not part of any of the model’s, meaning liquidity
doesn't appear to relate significantly to ROE. Quality Management (QM): QM appears
to relate significantly and positively to ROE in all of the models, indicating firms with
better quality management practices have higher ROE. The coefficients are 0.671 (FE),
0.139 (Pooled OLS) and 0.258 (RE), all significant at p < 0.05. Firm Size (FSIZE):
FSIZE is also significantly and negatively related to ROE in the Fixed Effects model
with a coefficient of -25.1%*, significant at p < 0.05. This suggests larger firms tend to

have lower ROE.

Table (8)
The impact of disclosure of integrated reports on the EPS in European industrial companies
during the period 2013-2023

Fix model Pooled model Random model
Variable Estimate SD P Estimate SD P Estimate  SD P VIF
(Intercept) 0.0005 0.027 1 0.0006 0.042 1 -0.059 0.187 0.751
IR 0.032** 0.062 0.603 0.011 0.042 0.787 0.015 0.105 0.884 1.016
Debt 0.655***  0.039 0 0.706*** 0.043 0 0.66***  0.079 0 1.032
Liquidity 0.076 0.067 0.255 0.049 0.043 0.251 0.064 0.114 0571 1.043
QM 0.378*** 0.114 0.001 0.063 0.042 0.134 0.192 0.155 0.215 1.011
FSIZE -2.91***  (0.689 0 0.081 0.082 0.327 0.051 2447 0983 1.144
Hausman Test
(FE vs. RE) 0.525
Likelihood
Ratio Test
(Pooled OLS <0.001
vs. FE)
Breusch-Pagan
Lagrange
Multiplier Test <0.001
(Pooled OLS
vs. RE)

*p<0.1; **p<0.05; ***p<0.01

HA3: There is a positive relationship between disclosing integrated reports on Earning
per share of industrial companies for European companies during the period 2013-
2023.

Table (8) presents the findings from three distinct regression models: Fixed Effects
(FE), Pooled Ordinary Least Squares (OLS), and Random Effects (RE). The dependent
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variable is Earnings Per Share (EPS), whilst the independent variables are Integrated
Reporting (IR), Debt, Liquidity, Quality Management (QM), and Firm Size (FSIZE) as
a control variable. Integrated Reporting (IR) has a significant impact on EPS in all
models. Debt is significant and positively correlated with EPS in all three models
meaning that as debt level rises in degree, EPS also rises in value. The coefficients are
Debt, 0.655 (FE), 0.706 (Pooled OLS) and 0.66 (RE), all significant at p < 0.01.
Liquidity is not significant in any of the models and indicates that liquidity does not
have a considerable impact on EPS. Quality Management (QM) featured a positive and
significant impact on EPS in the Fixed Effects model with 0.378 suggesting that
implementing better quality management practices results in higher EPS. Firm Size
(FSIZE) is positively correlated in the Fixed Effects with an impact on EPS of -2.91
(FE), 0.081 (Pooled OLS) and 2.447 (RE), meaning that larger firms are correlated to
lower EPS.

HAZ3: There is a positive relationship between disclosing integrated reports on Earning
per share of industrial companies for European companies during the period 2013-

2023.
Table (9)

The impact of disclosure of integrated reports on the MCAP in European industrial companies
during the period 2013-2023

Fix model Pooled model Random model
Variable Estimate SD P Estimate SD P Estimate SD P VIF
(Intercept) 0.00089 0.022 1 0.00067 0.045 1 -0.194 0.295 0.511
IR 0.021 0.05 0.68 0.029 0.046 0.531 0.03 0.12 0.804 1.016
Debt -0.006 0.032 0.86 -0.024 0.046 0.597 -0.019 0.083 0.82 1.032
Liquidity 0.035 0.054 0.515 -0.034 0.046 0.459 0.016 0.129 0.904 1.043
QM 0.465***  0.092 <0.001 0.635*** 0.046 0 0.496** 0.194 0.011 1.011
FSIZE -12.455*** 5842 0.035 -2.276 0562 0.624 -0.612 1.795 0.733 1.144
Hausman Test
(FE vs. RE) 0.999
Likelihood
Ratio Test
(Pooled OLS <0.001
vs. FE)
Breusch-Pagan
Lagrange
Multiplier Test <0.001
(Pooled OLS
vs. RE)

*p<0.1; **p<0.05; ***p<0.01
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HAA4: There is a positive relationship between disclosing integrated reports on Market
Capitalization of industrial companies for European companies during the period 2013-
2023.

The table presents the results of three different regression models: Fixed Effects (FE),
Pooled Ordinary Least Squares (OLS), and Random Effects (RE). The dependent
variable in this analysis is Market Capitalization (MCAP), and the independent
variables are Integrated Reporting (IR), Debt, Liquidity, Quality Management (QM),
and Firm Size (FSIZE).

Integrated Reporting (IR): IR is not significant in any of the models, suggesting that
changes in integrated reporting do not have an impact on MCAP. Debt: Debt is not
significant in any of the models, indicating that debt levels do not have an effect on
MCAP. Liquidity: Liquidity is not significant in any of the models, suggesting that
liquidity does not have an impact on MCAP. Quality Management (QM): QM is
significant and positively correlated with MCAP in all models. This suggests that better
quality management practices lead to higher MCAP. The coefficients are 0.465 (FE),
0.635 (Pooled OLS), and 0.496 (RE), all significant at p < 0.01. Firm Size (FSIZE):
FSIZE is significant and negatively correlated with MCAP in the Fixed Effects model,
with a coefficient of -12.455, significant at p < 0.01. This indicates that larger firms
tend to have lower MCAP.
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Table (10)

Summary of the results of the study hypotheses

Hypothesis

The result of hypothesis

There is a positive relationship
between  disclosing  integrated
reports on Return on Assets of
industrial companies for European
companies during the period 2013-
2023?

IR was not significant in any of the models indicating that
changes in integrated reporting do not have a meaningful effect
on ROA. Debt was statistically significant and negatively
correlated with ROA in all three models. Liquidity was not
significant in any of the models indicating that liquidity does
not substantially affect ROA. Quality Management (QM): QM
is statistically significant and positively correlated with ROA in
all three models. FSIZE was statistically significant and
negatively correlated with ROA in the Fixed Effects model. this
indicates that larger firms tend to have lower ROA.

There is a positive relationship
between  disclosing  integrated
reports on Return on Equity of
industrial companies for European
companies during the period 2013-
2023?

IR appears to significantly relate to ROE in the FE Model. Debt
appears to relate significantly and negatively to ROE in all
models, liquidity doesn't appear to relate significantly to ROE.
Quality Management (QM): QM appears to relate significantly
and positively to ROE in all of the models, indicating firms
with better quality management practices have higher ROE.
FSIZE is also significantly and negatively related to ROE in the
Fixed Effects model with a coefficient This suggests larger
firms tend to have lower ROE.

There is a positive relationship
between  disclosing  integrated
reports on Earning Per Share of
industrial companies for European
companies during the period 2013-
20237

Integrated Reporting (IR) has a significant impact on EPS in all
models. Debt is significant and positively correlated with EPS
in all three models meaning that as debt level rises in degree,
Liquidity is not significant in any of the models and indicates
that liquidity does not have a considerable impact on EPS.
Quality Management (QM) featured a positive and significant
impact on EPS in the Fixed Effects model with 0.378
suggesting that implementing better quality management
practices results in higher EPS. Firm Size (FSIZE) is positively
correlated in the Fixed Effects

There is a positive relationship
between  disclosing  integrated
reports on Market Capitalization of
industrial companies for European
companies during the period 2013-
2023.

Integrated Reporting (IR): IR is not significant in any of the
models, suggesting that changes in integrated reporting do not
have an impact on MCAP. Debt: Debt is not significant in any
of the models, indicating that debt levels do not have an effect
on MCAP, Liquidity is not significant in any of the models,
QM s significant and positively correlated with MCAP in all
models, QM is significant and positively correlated with MCAP
in all models.

3.3 The results and previous studies

There is a positive relationship between disclosing integrated reports on Return on

Assets of industrial companies for European companies during the period 2013-2023?

The current study has examined the relationship between integrated reporting

disclosures and return on assets (ROA) of European industrial companies 2013-2023.

While previous studies had established a positive relationship between IR and ROA

(El-Deeb 2019; Nurkumalasari et al., 2019), in the current study IR was not significant

in any of the models that would imply changes in integrated reporting have little
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influence on ROA. This finding concurs with Benson et al. (2021), who argued that the
volitional nature of IR can potentially limit the impact of IR on financial measures such
as ROA. Debt in the research was statistically significant and negatively related to
ROA for all the models that indicated that a firm with a high level of debt might be
negatively influencing the return on assets. Furthermore, this agreed with the finding of
Mohaisen et al. (2021) that pointed out the need to manage debt such that it positively
influences financial performance. Lastly, liquidity was not statistically significant in all
the models addressed in this study indicating that liquidity did not impact in
determining ROA in this study, contrary to other studies that concluded liquidity as a

major determinant for financial sustainability (Emmanuel E., 2021).

Quality Management (QM) emerged statistically significant and positive with ROA for
all three models confirming the role played by good management in improving returns
on assets. This corroborates Priyadarshanie & Pathiraja (2018) who posited the possible
contribution integrated reporting can make in improving management quality whereby
companies and financial performance, respectively. FSIZE was statistically significant
and negative with ROA in the Fixed Effects model where bigger firms have lower
ROA. This concurs with Adhikari & Sameera (2020) who stated that larger firms may

face difficulties in maintaining high asset efficiency due to operational complexity.

There is a positive relationship between disclosing integrated reports on Return on

Equity of industrial companies for European companies during the period 2013-2023?

The paper analyzes the correlation between Integrated Reporting (IR) disclosures and
Earnings Per Shares (EPS) of industrial firms across Europe from the year 2013 until
2023. The findings indicate that IR positively affects EPS across all models when all
financial and operational elements are accounted for. This substantiates the assertion
that IR improves corporate transparency and financial performance. This is aligned
with the findings of Adhikari & Sameera (2020) who argued that integrated reporting
improves financial performance metrics like EPS by providing more granular reporting
of business activities. Debt was also positively associated with EPS in all three models.
This implies that greater debt may be associated with higher earnings per share, which
is consistent with the observations of Mohaisen et al. (2021) who argued that proper

debt management can enhance profitability. In contrast, liquidity was insignificant in
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all models. This means that, in this case, it has no meaningful effect on EPS which is
contrary to the more recent literature which has emphasized its importance in achieving
the desired financial outcomes (Gundiz, 2023). In the Fixed Effects model, QM
(Quality Management) is reflected by the 0.378 coefficient which means QM positively
and significantly affects EPS. This means that firms with more sophisticated quality

management practices are likely to achieve higher EPS.

There is a positive relationship between disclosing integrated reports on Earnings Per
Share (EPS) of industrial companies for European companies during the period 2013-
2023?

The purpose of this study is to examine the correlation between Integrated Reporting
(IR) disclosures and Earnings Per Share (EPS) for European indudstrial companies
during the period 2013-2023. The findings of the study show that IR continues to have
a positive and statistically significant impact on EPS for all models, thus further
confirming its impact on increasing corporate transparency and enhancing financial
performance. This is supported by Adhikari & Sameera (2020) on the positive impact
integrated reporting has on financial performance, particularly EPS, through the
addition of specific information on the activities of a company. In the same vein, Debt
(Debt) was positive and statistically significant on EPS for all models, which implies
that the increase in borrowing is positively correlated with the corporate profitability as
argued by Mohaisen et al. (2021) on the positive impact of the strategic use of debt.
Quality Management (QM) was positive and statistically significant to EPS in the
Fixed Effects model, with a 0.378 coefficient, which demonstrates that the more the
quality management practices are enhanced, the higher the EPS. This is in line with the
findings of Priyadarshanie & Pathiraja (2018), who argued that integrated reporting can
help increase management quality and improve financial outcomes. Firm size (FSIZE)
was positive and statistically significant to EPS in the fixed Effects model which means

that larger firms tend to attain
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There is a positive relationship between disclosing integrated reports on Market
Capitalization of industrial companies for European companies during the period 2013-
2023.

The impact of Integrated Reporting (IR) disclosure on the market capitalization
(MCAP) of the industrial companies in Europe has been analyzed for the period
between 2013-2023. The findings determine that for all the models computed, MCAP
is the dependent variable, the Integrated Reporting (IR) controlled for is not significant,
which indicates that the IR modifications are not deemed important for the market
valuation. This agrees with Benson et al. (2021) that the IR’s self-initiated character
would greatly reduce the impact of the report on MCAP and other financially oriented
performance indicators. Debt (Debt) and liquidity (Liquidity) were not part of any of
the models, which indicates that the volume of the debt and liquidity do not
strategically affect market capitalization. These findings are contrary to other literature,
e.g. Mohaisen et al (2021) and Palea (2018), who advance the argument that financial
performance can be achieveable with proper debt management and liquidity is vital for
the firm’s financial wellbeing respectively.. In contrast, Quality Management (QM)
was found to have a positive and significant relationship with MCAP across all models,
demonstrating that firms with higher quality management practices are likely to have
higher market valuations. This corroborates Priyadarshanie & Pathiraja (2018) findings,
which underscored that management quality and, by extension, financial performance
could be improved by integrated reporting, in turn affecting firm value perception

positively in the market, -See Table (11) Appendix A-
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Chapter Four

Conclusion and Recommendations

4.1 Overview

In this chapter, | presented the study's conclusions and recommendations, and discussed

the study’s limitations and originality, followed by some suggestions for future studies.

4.2 Conclusions

The study sought to examine the effects of integrated reporting (IR) disclosures on four
financial performance variables: return on assets (ROA), return on equity (ROE),
earnings per share (EPS), and market capitalization (MCAP), on European industrial
companies from 2013 - 2023. The results resulted in an interesting understanding of

how IR and the other financial variables interact and affect performance metrics.

To begin with, the results for ROA did not find IR to be statistically significant in any
of the models showing IR did not matter in regard to substantial changes in integrated
reporting do not have a significant impact on ROA in the long term (as a whole). This
would show that while IR can provide a full understanding of a companygs operations,
the voluntary nature of IR may hinder the ability for IR to impact returns on assets.
Debt was statistically significant and was significantly negative in relationship to ROA
which would indicate that companies with higher leverage are likely to have a negative
impact on ROA, so managing debt is an important part of financial management for
optimizing financial performance. QM was found to be significantly positive for ROA
suggesting that effective management operations have a positive impact on ROA.
Based on QM, firms using QM can provide better asset usage, which clearly indicates
the quality of a company's management will effect their financial performance

outcomes.

In examining IR's relationship with ROE, the analysis established a consistent and
significant relationship between IR and ROE under the Fixed Effects specification.
Thus, integrated reporting can affect financial performance by enhancing transparency
and accountability in reporting companies' thinking, ultimately giving stakeholders a
holistic perspective of the firm's activities. It surfaced that when interpreting the Return

on Equity (ROE) debt was consistently of negative importance, thus as firms manage
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their debt more proficiently, their equity returns improve, but too much debt may
impair the financial returns from the operational debt management. Once again, QM
was found to be positively correlated to ROE; in the same way, sharpened good
management practice results in increased equity returns. Firms that adopt excellent
management practices improve their operational efficiency. They also improve their

attractiveness to investors, resulting in an overall positive outcome in the ROE results.

The EPS analysis concluded that IPMS has a positive influence on every model which
confirms that IPMS improves organizational transparency and financial performance.
The ability of Integrated Reporting to help stakeholders understand the operational
realities of a company improves investment decisions and enhances profitability. The
positive correlation between debt and EPS indicates that debt is profitable and thus
illustrates how debt can be strategically utilized. Firms that optimally manage debt are
able to enhance EPS while also providing the headroom to allocate existing funds to
other investments. EPS is also contributed to by QM and profitability which are
positively correlated. The meaning of this is that a firm that employs QM practices has

a greater earnings potential.

If firms utilize quality management best practices, they are likely to experience higher
profitability, demonstrating the significance of the quality of management practices

related to financial performance.

Lastly, the MCAP portion of the study indicated that IR was never significant in any of
the models, suggesting an absence of an effect of Integrated Reporting on market
capitalization. An implication of this finding suggests that even though Integrated
Reporting can give us some useful information about a companies operations, and has
been voluntarily implemented by companies it may not directly affect market value.
However, QM was positively related to MCAP, suggesting the use of effective
management practices can impact market value. Firms with a visible importance of

quality in their management practices will tend to have a high market valuation.

In conclusion, while integrated reporting has been linked to numerous benefits, its
direct influence on firm performance metrics such as ROA and MCAP are
indeterminate, indicating the complexity of these relationships. In the study, quality

management practices are evidenced as important towards enhanced firm performance
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on any metric, thereby indicating firms should strive to continually improve the quality
of management for enhanced financial performance. Similarly, good debt management
is also important for financial performance as high levels of debt can negatively impact
returns on both assets and equity. The findings infer that integrated reporting will
improve transparency and accountability, thereby positively impacting financial
performance metrics such as ROE and EPS. Nevertheless, IR's voluntary The essense
of nature might limit direct influence on some variables, indicating that further study is
needed to grasp these complexities. For the most part, the study enriched the literature
regarding integrated reporting and financial performance, as these are both crucial
proxies of financial performance, as well as demonstrating the importance of the profit

and financial improvement at the firm level.

4.3 Recommendation

As per the findings of this research project, the evidence illustrates that integrated
reporting (IR) is of vital importance of the numerous pathways that may impact the
financial performance of the industrial companies in Europe; particularly, IR has a
consistently positive impact on ROE and EPS (even though not all firms positively with
ROA and MCAP) therefore IR is very intricate, and as a result, more advanced
strategic hopes and contexts are needed for it to work and be feasible. The research also
highlighted the considerable importance of quality assurance management practice and
on the other hand, the management of leverage in the context of financial drain. In the
future, the firms also need to grapple with the same quality control and quality
assurance management issues with IR because IR is part of what enables companies to
differentiate themselves from just “doing the bare minimum” to being proactive with
IR. The following set of recommendations may serve as a source of inspiration to
companies that are looking to improve their financial performance with other integrated
reporting practices: To improve the quality of integrated reporting, firms need to put in
place a system that fosters strategic IR along with contextual factors that promote
relevancy and rigour, to improve ‘management’ accountability, responsiveness of

management to firm performance and the system, and to improve control of the:

1. Working to promote the adoption of integrated disclosure and improve its quality:
Companies, whether in European or even Arab countries, must adopt integrated
disclosure to keep investors and users of financial statements at least constantly
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informed of the company's financial and non-financial results. This will enable
more comprehensive reporting, with a focus on the quality of disclosed information
to provide more transparent data that investors and users can rely on in making
decisions.

Developing accounting standards consistent with integrated disclosure: Given the
accounting differences between countries, it is crucial to develop new standards that
can align with integrated disclosure requirements, or at least amend existing ones to
improve the effectiveness of financial reporting and its impact on the financial
performance of companies across various sectors.

Since integrated disclosure is still voluntary, companies can be required to provide
integrated disclosure. Regulatory and legislative bodies can work to enact laws that
require companies and financial institutions to provide integrated disclosure to
enhance transparency.

Raising investor awareness about integrated disclosure: This can be achieved by
regulating Workshops and training courses to highlight the benefits of integrated
disclosure and how it contributes to improving financial performance and
increasing stakeholder confidence.

Encouraging and motivating companies to implement integrated disclosure: This
can be achieved through financial or tax incentives, or by facilitating financial
transactions for companies.

Focusing on the quality of financial reports on working to improve the quality of
financial reporting, not just compliance, to help inform strategic decision-making.
Working to enhance the use of technology and artificial intelligence to create
techniques that can achieve greater transparency in financial reporting and utilize
this development to present information, both financial and non-financial, in the
most modern ways.

Comparing the results of developed and emerging countries in implementing
integrated disclosure: Arab countries can benefit, even in the simplest ways, from
the impact of integrated disclosure on financial performance in European countries

to improve their financial performance.
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4.4 Limitations

Limitations: This study had certain limitations, the most prominent of which is the lack
of information related to integrated disclosure specifically in Saudi Arabia due to the
difficulty of obtaining financial reports. Databases and financial reports were relied
upon together to obtain study data. Therefore, we may see that there is a large part of

the sample missing data.

4.5 Future Research
To complement and develop the findings of this study, researchers are encouraged to:

1. Expand the scope of the study to include other countries and financial markets to
understand how different markets are affected by integrated disclosure.

Analyze the impact of different accounting systems on integrated disclosure.
Explore companies' motivations for adopting integrated disclosure.

Study the impact of integrated disclosure on other financial indicators.

A

Analyze and identify the factors that influence the relationship between integrated

disclosure and financial performance, such as the level of corporate governance.
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Appendices

Appendix A
Tables
Table (11)
Summary of Results from Previous Studies
Variable Positive Negative

Dependent variables
(Soriya & Rastogi, 2023)
Return on assets (ROA) ,(Elsayed, 2023) and (Darminto et
al., 2024).
(Glndiz, 2023) , (Rahim et al.,
Return on equity (ROE) 2024) and (Dewi & Anggara,
2024)
(Cortesi & Vena, 2019) , ( Haddad
et al., 2022) and ( Pavlopoulos et
al., 2019).

( Leukhardt et al., 2022) and (
Komar et al., 2020)

Earnings per share
(EPS)

Market Value (MCAP)

('Albetairi et al., 2018) and (
Nurkumalasari et al., 2019).

(Wen & Angeline, 2017)
and (Ranaweera &
Jayawardhana, 2022).

(Bolyai, 2015) and
(Nwachukwu , 2022).

( Nakajima & Inaba , 2022)
and (Nurkumalasari et al.,
2019).
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