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Abstract
Since its inception, research on Integrated Reporting (IR) has progressed along 
multiple paths. Yet two critical questions remain underexplored: (1) whether the 
quality—rather than mere adoption—of IR is value relevant, and (2) how the legal 
environment might moderate this relationship. This study addresses these gaps us-
ing a panel dataset of 78 IR adopters, identified as leading practices by the Inter-
national Integrated Reporting Council, over the 2017–2020 period. The findings 
contribute to the IR literature in two ways. First, building on the relatively under-
explored theoretical perspective of proprietary cost theory, this study integrates it 
with agency theory to analyze the impact of IR disclosure quality. The study shows 
that IR quality has a positive association with firm value, illustrating that quality 
matters above and beyond adoption alone. Second, the study complements agency 
theory with neo-institutional theory to further investigate the relationship between 
IR disclosure quality and capital market outcomes. Results demonstrate that this 
relationship is moderated by the legal context: it is stronger in countries (a) where 
IR is voluntary and (b) with civil law legal systems. These insights suggest that 
regulators should not only encourage IR adoption but also nudge higher-quality 
disclosures. Aware of these benefits, managers may further fine-tune IR quality to 
maximize its impact on the firm’s market value.
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1  Introduction

Regulators, practitioners, and academics have criticized the quality of the informa-
tion provided by listed firms because of obfuscation techniques, length and com-
plexity, boilerplate and compliance-driven information (Brennan & Merkl-Davies, 
2018). Traditional financial reporting, moreover, has been called into question and 
charged with representing mere financial issues mostly adopting a backward-looking 
perspective of company performance (see Beattie, 2000) and an asymmetrical treat-
ment of intangibles (Beattie & Smith, 2013). This has gradually led to the devel-
opment of new forms of nonfinancial reporting, such as environmental, social, and 
governance (ESG) reporting, corporate social responsibility (CSR) reporting, sus-
tainability reporting, or Integrated Reporting (IR). This latter is defined as “a concise 
communication about how an organization’s strategy, governance, performance and 
prospects, in the context of its external environment, lead to the creation, preserva-
tion or erosion1 of value over the short, medium and long term” (IIRC, 2021, p.10). 
The International < IR > framework, henceforth IIRF, was first developed in 2013 and 
revised in 2021. The framework sets out seven guiding principles and eight content 
elements for an IR (see Fig. 1). These latter are proposed by the IIRC as questions 
(see Fig. 2), to leave companies the highest degree of flexibility on what and how 
much information to disclose for each of them.

The IIRF aims at a firm-shaped, easily comparable, reporting scheme thanks to 
the principles-based approach which should ensure the appropriate balance between 
flexibility and prescription. It thus addresses the critiques by Walker (2010) accord-
ing to which the forced adoption of a single form of accounting can be viewed as a 
restrictive practice which leads to standardized approaches to business. In 2021 the 
IIRC merged with the Sustainability Accounting Standards Board (SASB) to launch 
the Value Reporting Foundation, which subsequently announced its own consoli-
dation into the IFRS Foundation. The IFRS Foundation’s International Accounting 
Standards Board (IASB) and International Sustainability Standards Board (ISSB) 
are jointly responsible for the Integrated Reporting Framework, and they actively 
encourage the continued adoption of the Integrated Reporting Framework by prepar-
ers (IFRS, 2022) currently used in 75 countries all over the world (IFRS, 2024a).

The adoption of an IR is mandatorily requested from listed companies only in 
South Africa on a ‘comply or explain’ basis. The endorsement of different authori-
ties has further incentivized the adoption in other countries such as India (Mishra et 
al., 2022) and Malaysia (Qaderi et al., 2021). The introduction of an annual award 
in the IR category has constituted a valid stimulus for the diffusion of the report in 
Bangladesh (Dey, 2020). As documented by the IFRS Foundation (2022), the IR is 
widely implemented in the Middle East & Africa (23%) and (continental) Europe, 
where almost 25% of companies have resorted to this reporting framework. Nonethe-
less, the Asia Pacific region is the leader in IR adoptions (43% of companies) with 
Japan playing a crucial role. Moreover, a breakdown in industry-adoption indicates 
that companies across all sectors are producing IRs. The majority of the reports result 

1  Emphasis added by the authors; words in italics are included in the IR definition provided in the most 
recent release of the 2021 IIRF.
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from entities in the Infrastructure (16.7%), Financials (16.6%), and Resource Trans-
formation (12.7%) sectors.

Since IR inception, the literature on IR has developed along three main directions: 
the determinants of the IR adoption, its content quality, and its effectiveness.

Concerning the determinants of IR adoption, both firm-specific and institutional 
aspects affect the decision to adopt the new reporting scheme. With respect to the 
former, Frìas-Aceituno et al. (2014) show that larger and more profitable companies 
are more likely to adopt the IR. With respect to the latter, both the cultural values and 
the legal system influence the IR adoption (Frìas-Aceituno et al., 2013).

Turning to the content of the IR, evidence shows a wide variation in the form, con-
tent, and details (Lee & Yeo, 2016). Too many elements of its adoption and quality 
are still left to the discretion of managers (Flower, 2015), who have considerable flex-
ibility in exercising judgment to determine which matters are material and how they 
are disclosed, regardless of whether the IR is mandatorily or voluntarily adopted. 
Empirically, Liu et al. (2019) show that major differences in disclosure appear under 
organizational overview and external environment, business model, strategy and 
resources, and outlook elements, whereas Pistoni et al. (2018, p. 498) illustrate that 
“overview, risks, strategy, governance, and performance content element are on aver-
age described fairly in the reports, whilst that is not true for the business model, 
outlook, the basis of presentation, capital, and the value creation process”. They thus 

Fig. 1  IR guiding principles. Source: The IIRC Framework (2021)

 

Fig. 2  IR content elements. Source: The IIRC Framework (2021)
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conclude that more attention is given to the IR adoption than to its content and the 
innovative topics of IR (e.g., business model or outlook) are still in their infancy.

Lastly, as for the IR effectiveness, literature revolves around two competing lines 
of evidence: one posits IR as beneficial for investors (e.g., Barth et al., 2017; Vena et 
al., 2020; Gerwaski, 2020), while the other claims the opposite (e.g., Fernando et al., 
2017; Abhayawansa et al., 2019; Haji et al., 2021; Wahl et al., 2020). Velte (2022) 
may reconcile both views claiming “merely adopting IR is not enough; IR quality is 
essential” (p.5) but whether or not the IR is up to expectations is still an open empiri-
cal question (Cheng et al., 2014; de Villiers et al., 2014, 2021).

This research combines the second and third streams, by examining the value rel-
evance of IR quality – rather than the mere IR adoption – and by exploring how the 
legal environment moderates this relationship. Although IR has been described as 
“the most recent term populating the debate of value relevance research” (Nicolò et 
al., 2024 p. 187), Velte (2022) and Veltri and Silvestri (2020) note that the debate on 
the value relevance of IR quality is still in an embryonic phase. Previous research has 
focused on: (1) the value relevance of IR adoption (Baboukardos & Rimmel, 2016; 
Cortesi & Vena, 2019; Lee & Yeo, 2016); (2) the drivers of IR quality (e.g. Songini 
et al., 2022; Bellucci et al., 2024); (3) the impact of IR adoption on the cost of capital 
(Barth et al., 2017; Vena et al., 2020); and (4) the ways in which external environ-
ment influences a firm’s decision to publish an IR (Frias-Aceituno et al., 2014; Lai 
et al., 2016; Vaz et al., 2016; Garcia-Sanchez et al., 2019; Girella et al., 2019). Thus, 
as far as can be determined from the existing literature, while many have studied the 
value relevance of the IR adoption, no research has specifically examined the value 
relevance of IR quality and how this relationship is moderated by the legal environ-
ment. These two gaps are addressed directly in this study. In this regard, only Vitolla 
et al. (2020) may be marginally related. However, on the one hand, their research 
focuses on how IR quality affects the cost of capital, rather than its value relevance, 
and on the other hand, it does not consider the role of countries’ legal in shaping 
this relationship—an aspect that further distinguishes the present contribution. From 
the theoretical perspective the current study also offers several insights. First, most 
empirical studies on IR are grounded in agency theory (Jensen & Meckling, 1976), 
which continues to dominate the academic discourse on the determinants and effects 
of such kind of corporate disclosure (e.g. Barth et al., 2017; Gerwaski, 2020; Vitolla 
et al., 2020; Whal et al., 2020). In contrast, despite its relevance, proprietary cost 
theory (Verrecchia, 1983; Dye, 1986) remains underdeveloped and mostly applied 
in the context of IR content quality. Building on this less-explored theoretical ave-
nue, the current study integrates proprietary cost theory into the analysis of IR dis-
closure quality’s effects. Second, agency theory lacks contextualization, as it tends 
to neglect the institutional environments in which firms operate (Melis & Rombi, 
2021). For this reason, the study complements agency theory with neo-institutional 
theory (Scott, 1995) to explore the relationship between IR quality and capital mar-
ket effects. Indeed, empirical contributions mainly focus on the mandatory adoption 
context (Nicolò et al., 2024; Bellucci et al., 2024), thereby calling for further inves-
tigation in a wider international setting. Accordingly, focusing on an international 
sample of the leading practices identified by the International Integrated Reporting 
Council (IIRC), the current study investigates if the IR quality is value relevant and 
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whether the legal environment has a moderating effect in the relation between IR 
quality market value of adopters.

Integrating agency theory with the proprietary cost theory, a higher quality of dis-
closure is expected to increase the market value of adopters. This study thus resorts 
to the Ohlson model and tackles this issue from a twofold perspective. First, it pre-
liminary evaluates the value relevance of the quality of the IR as a whole; second, 
inspired by the neo-institutional theory (Scott, 1995), it investigates the moderating 
role of the legal environment specifically testing whether (i) the voluntary vs. manda-
tory adoption and (ii) the legal system affect the value relevance of IR quality.

Results show that the quality of the IR is positively value relevant. The average 
company, characterized by an IR quality indicator of 19.08, is traded at a premium of 
30% (corresponding to €5.15). Furthermore, this relationship is stronger in countries 
where the IR is voluntarily adopted or with a civil law legal system. Thus, while this 
study provides strong support in favor of the value relevance of IR quality, it also 
shows that the legal environment affects the way market participants use this infor-
mation and process it into market prices.

The remainder of the paper is structured as follows. Section 2 is dedicated to the 
literature review; Sect.  3 deals in two dedicated subsections the theoretical back-
ground and the hypothesis development; Sect. 4 includes the research design while 
results and discussion are dealt with in Sects. 5 and 6 respectively.

2  Capital market consequences of integrated reporting

Many studies investigate IR effects and two competing views on the association 
between IR and firm valuation emerge (Lee & Yeo, 2016; de Villiers et al., 2017).

On the one hand, the empirical studies in support of the beneficial role of the IR 
find that its preparation is bound to decrease information asymmetries (Frias-Acei-
tuno et al., 2014; Garcia-Sanchez & Noguera-Gamez, 2017) and improve the quality 
of accounting information (Loprevite et al., 2018; Tlili et al., 2019), to harmonize the 
interests of managers and stakeholders (Loprevite et al., 2019), and to result in posi-
tive capital market reactions, such as increased firm value (Baboukardos & Rimmel, 
2016; Caglio et al., 2020; Cortesi & Vena, 2019), less transient investors (Serafeim, 
2015), a lower weighted average cost of capital (Vena et al., 2020), and a lower cost 
of debt (Gerwaski, 2020).

On the other hand, several studies empirically document detrimental or insignifi-
cant IR effects. By way of example, Marcia et al. (2015) do not provide empirical 
support to their hypothesized positive effect of corporate responsibility information, 
disclosed through IR, on market value. Fernando et al. (2017) find that the IR adop-
tion has no effect on the relevance of accounting information as reflected in earnings 
per share. Abhayawansa et al. (2019) find that the IR does not provide the informa-
tion required by analysts in sufficient detail or preferred format to the extent that the 
improvements resulting from its adoption are not relevant to analysts. Wahl et al. 
(2020) document that the voluntary IR publication neither significantly affects the 
analyst earnings forecast accuracy nor does it influence the firm value. Landau et 
al. (2019) document a negative association between IR and market valuation unless 
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firms provide it with the assurance of a Big 4 and conduct their report according to the 
newest GRI guidelines. Finally, through an experimental study, Haji et al. (2021) find 
that non-financial information, when integrated into a financial report, has a lower 
impact on investors’ firm value estimates than when provided in a separate document.

These studies, however, focus merely on IR adoption, leaving the role played by 
quality poorly explored. This represents an important gap in the literature, since, 
according to Vitolla et al. (2020), the market effects cannot be linked to the mere 
adoption of this practice, but to its quality. In this regard, Lee and Yeo (2016) exam-
ine the association between Tobin’s Q and a self-constructed proxy for IR quality 
for a sample of 822 South African firm-year observations from 2010 to 2013. They 
find a positive association that is more pronounced for complex firms and firms with 
external financing needs.

Using 2009–2012 data, Zhou et al. (2017) find that their self-constructed proxy for 
IR quality is negatively associated with changes in analyst earnings forecast errors 
and cost of equity capital (albeit for firms with low analyst following) but not associ-
ated with changes in forecast dispersion. Barth et al. (2017) find a positive relation 
between IR quality, proxied by the scores underlying the annual EY Excellence in 
Integrated Reporting Awards, and Tobin’s Q, liquidity, expected future cash flows 
and investment efficiency. Using the same proxy, Cosma et al. (2018) find, by means 
of an event study, that the stock market reacts positively to award announcements. 
The study by Vitolla et al. (2020) investigates the impact of IR quality on the firm’s 
cost of equity capital in a sample made up of 116 international firms. Their results 
highlight that IR quality, in terms of leading practices identified by the IIRC, has a 
significantly negative association with the cost of equity capital.

Despite these empirical investigations, there is still “a dearth of studies examin-
ing the value relevance of the information disclosed through IR for investors” (Veltri 
& Silvestri, 2020 p. 1). This study aims to fill this gap contributing to this stream of 
literature by virtue of two main features. First, as far as can be determined from the 
existing literature, it represents the first attempt to estimate the value relevance of 
IR quality as proxied by its alignment with the eight content elements of the IIRF 
(e.g. Songini et al., 2022). Prior studies either work with data prior to the issue of the 
IIRF (Lee & Yeo, 2016; Zhou et al., 2017) or proxy the IR quality relying on the EY 
Excellence award (e.g., Barth et al., 2017; Cosma et al., 2018; Bellucci et al., 2024), 
or draw on an IR scoreboard based on four areas, namely background, assurance and 
reliability, content, and form (Vitolla et al., 2020; Pistoni et al., 2018). Most impor-
tantly, abstracting from their peculiarities, no research examines if the IR quality is 
value relevant. In doing this, the current study responds to Velte (2022) who claims 
the need to address ‘real’ integrated reports, that are clearly linked to the IIRF. Sec-
ond, for the very first time, this research analyzes whether the value relevance of the 
IR quality is moderated by the legal environment, as proxied by two variables of legal 
nature: the mandatory vs. voluntary adoption and the legal system of the country 
within which the adopter operates.
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3  Theoretical background and hypothesis development

3.1  Theoretical background

Most empirical studies on IR are grounded in agency theory (Jensen & Meckling, 
1976), which continues to dominate the academic discourse on the determinants and 
effects of such kind of corporate disclosure. Agency theory focuses on the principal-
agent relationship, suggesting that voluntary disclosure serves to reduce information 
asymmetries, mitigate agency conflicts, and signal managerial credibility to capital 
providers – ultimately lowering the cost of capital. While this perspective has been 
instrumental in explaining the drivers of IR adoption, it offers a one-sided view, often 
neglecting the potential costs associated with disclosure. In contrast, despite its rel-
evance, proprietary cost theory (Verrecchia, 1983; Dye, 1986) remains underdevel-
oped and mostly applied in the context of IR quality, where the breadth and depth of 
information disclosed can carry significant proprietary risks.

Building on this less-explored theoretical avenue, this study integrates proprietary 
cost theory into the analysis of IR disclosure quality’s effects. This theory highlights 
the competitive risks and strategic disadvantages firms may face when disclosing 
sensitive information. Prencipe (2004) and Mio et al. (2021) suggest, disclosure is 
not merely a function of managerial willingness to reduce agency costs but also a 
strategic decision constrained by proprietary considerations. Firms may intentionally 
limit the quality or granularity of disclosures when the expected proprietary costs – 
i.e. “the costs of preparing, disseminating and auditing information, but also the cost 
deriving from disclosing information which may be used by competitors and other 
parties in a way that is harmful for the reporting company” (Prencipe, 2004, p.322) – 
outweigh the perceived benefits of enhanced transparency.

Applying this logic to IR suggests that while transparency is generally viewed 
positively by the market, its actual implementation is shaped by a trade-off between 
agency-driven incentives and proprietary cost concerns. Therefore, the fact that the 
IR framework sets out guiding principles and content elements and that the latter are 
proposed by the IIRC as questions grant companies a high degree of flexibility in 
deciding what and how much information to disclose for each of content element. 
This flexibility implies that companies delivering higher IR quality have already 
weighed the costs and benefits of increased transparency, concluding that the market 
is likely to respond favorably to their enhanced disclosure. By integrating proprietary 
cost theory into the study of IR effects, may be useful to a more balanced and realistic 
understanding of what drives disclosure quality and its capital market effects – an area 
where current literature remains heavily tilted toward agency-driven explanations.

Another limitation of agency theory lies in its lack of contextualization, as it tends 
to neglect the institutional environments in which firms operate (Melis & Rombi, 
2021). However, scholars have argued that agency theory can be extended to incor-
porate an institutional lens, recognizing that agency relationships are shaped by their 
broader social and regulatory contexts (Wiseman et al., 2012).

Agency contracts are not developed in a vacuum; they are embedded in social and 
institutional structures, meaning that variations in the institutional context can influ-
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ence how effectively principal-agent interests are aligned (Gomez-Mejia & Wise-
man, 2007).

For this reason, this study complements agency theory with neo-institutional the-
ory (Scott, 1995) to explore the relationship between IR quality and capital market 
effects. Neo-institutional theory posits that organizations conform not only to formal 
regulations but also to social norms, cultural expectations, and legitimacy pressures 
in order to gain societal acceptance. Institutions, from this perspective, encompass 
both formal elements (e.g., laws, regulations) and informal elements (e.g., cultural 
norms, professional standards). Scott (1995) builds on and expands DiMaggio and 
Powell’s (1983) concept of institutional isomorphism. As highlighted by DiMag-
gio and Powell (1983), the institutional context shapes the structures and practices 
adopted by organizations. By focusing on the relationship between firms and their 
broader societal environments, neo-institutional theory helps explain both why and 
how organizations tend to conform to, and become standardized by, institutional pres-
sures (Tran & Beddewela, 2020). This isomorphic process is often triggered by exter-
nal pressures, including those arising from national regulatory frameworks, which 
reflect mechanisms of rule-setting, monitoring, and sanctioning (Scott, 2008). Thus, 
the regulative pillar is connected with the pressures stemming from country-level 
legal systems and regulations (Tran & Beddewela, 2020). In this regard, Campbell 
(2007) argues that companies are more likely to behave responsibly – and to disclose 
such behavior – when they operate in institutional contexts characterized by strong 
coercive pressures, i.e. formal or informal demands imposed by actors on whom the 
organization depend – such as governments, regulators, or dominant stakeholders.

Applying this rationale to IR, this study argues that the legal environment – defined 
as the system of laws, regulations, and formally sanctioned rules enforced by state 
institutions – may not only influence the adoption of IR but also moderate the value 
relevance of IR quality. In other words, the institutional context can shape both how 
companies implement IR practices and how capital markets perceive and respond to 
the quality of those disclosures.

Together, these theoretical frameworks underscore that disclosure is a strategic 
decision influenced by both internal organizational dynamics and external institu-
tional legal factors.

3.2  Hypothesis development

Prior studies proved that nonfinancial disclosure contributes to mitigating informa-
tion asymmetries (Healy et al., 1999; Leuz & Verrecchia, 2000; Verrecchia, 2001), 
thereby limiting managerial discretion and inducing, in turn, the optimal functioning 
of capital markets (Healy & Palepu, 2001). Similarly, integrated information allows 
investors to better understand the complex business dynamics and therefore ensures 
more accurate decision-making processes (Vitolla et al., 2020). Considering these 
aspects, the higher IR quality is, the higher the mitigation of information asymmetries 
and managerial discretion should be, leading to a market reward. Rational manag-
ers, however, consider not only the benefits but also the costs of disclosure. This is 
expected to occur especially with respect to the IR since it gives managers an ample 
flexibility in exercising judgment to determine which matters are material and how 
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they are disclosed (Flower, 2015), regardless of whether it is mandatorily or volun-
tarily adopted. Hence, since rational managers are expected to withhold potentially 
harmful information, this study posits that higher-quality IR disclosure – when firms 
manage to overcome proprietary cost concerns – will be positively perceived by the 
market, enhancing transparency, reducing uncertainty, and improving investor con-
fidence. In other words, that a higher quality of IR positively affects market value of 
disclosing companies:

Hyp 1. The IR quality is value relevant and positively affects market value of disclos-
ing companies.

IR adoption is mandatory by effect of the South African King III Report on Gover-
nance on a ‘comply or explain’ principle. However, several studies have demonstrated 
the relevance of country-level institutional factors on the decision to voluntarily 
release an IR (Frias-Aceituno et al., 2014; Lai et al., 2016; Vaz et al., 2016; Garcia-
Sanchez et al., 2019; Girella et al., 2019).

Accordingly, building on neo-institutional theory, this study argues that, rather 
than affecting IR adoption, the legal environment, understood as the set of laws, 
regulations and formal, legally sanctioned rules enforced by governments and states, 
also moderates the value relevance of IR quality. As previously mentioned, neo-insti-
tutional theory explains both why and how companies tend to conform to prevailing 
norms, rules, and expectations in their environment. According to neo-institutional 
theory, organizations conform primarily to gain legitimacy, social acceptance, sta-
bility and survival in uncertain environments. Organizations do not always adopt 
practices because they are technically efficient or economically rational. Instead, they 
often conform to institutional pressures – among which regulative – to be seen as 
legitimate actors within their fields. As a core component of the institutional environ-
ment, regulative pressure operates through coercive mechanisms, compelling orga-
nizations to adopt specific structures, processes, or reporting practices to maintain 
legitimacy, access resources, or avoid penalties. The regulative pillar is connected 
with the pressures stemming from country-level legal systems and regulations (Tran 
& Beddewela, 2020). Thus, the current study develops two more hypotheses levering 
on two different variables of legal nature, i.e., the regime of adoption (mandatory Vs 
voluntary) and the country’s legal system (common law Vs civil law).

With respect to the former, the authors argue that the decision to release or retain 
the information, as well as its quality, depends on its expected effect (Verrecchia, 
1983). Thus, when companies are forced to disclose, managers can no longer set the 
disclosure threshold, at least not with the same elasticity. Explicitly focusing on the 
IR, the study by Loprevite et al. (2018) provides empirical support to this. They focus 
on a sample composed of European (voluntary adopting) and South African (manda-
tory adopting) companies, showing that there is a significant relationship between the 
integrated performance indicators and the market value of the companies, which is 
more relevant for companies that voluntarily adopt the integrated report. Similarly, 
Cortesi and Vena (2019) find that voluntary IR adoption is associated with higher 
benefits. Considering these aspects, the value relevance of the IR quality is expected 
to be higher in countries characterized by the voluntary adoption as managers expect 
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benefits to outweigh costs, leading to greater increase in market prices, as postulated 
in the following second Hypothesis:

Hyp 2. The positive relationship between IR quality and market value is stronger in 
countries where the IR is voluntarily adopted and weaker in countries where the 
IR is mandatory.

Turning to the latter, i.e., the country’s legal system, Campbell (2007) argues that 
a well-developed legal system aimed at protecting stakeholders, rather than just 
shareholders, most likely leads companies to behave responsibly and to report their 
behavior.

A common law legal system mainly supports private market outcomes, places 
fewer ex ante restrictions on managerial behavior, and favors shareholder protec-
tion (Liang & Renneboog, 2017). In contrast, a civil law legal system is associated 
with state intervention in economic life through rules and regulations and a broader 
“stakeholder view” (La Porta et al., 2008; Allen et al., 2015; Magill et al., 2015).

Previous studies have already highlighted the impact of the legal system on the 
decision to adopt an IR. Specifically they have found higher adoption rates in civil 
law countries (for all Frias-Aceituno et al., 2013) and Cortesi and Vena (2019) dem-
onstrate the higher benefits that companies domiciled in these countries can extract. 
Similarly, the lower cost of equity that characterizes companies that provide IR dis-
closure is stronger for companies operating in a high-enforcement environment (Zaro 
et al., 2022).

Following the same rationale, the current study expects companies providing 
richer disclosure to benefit more if they are domiciled in countries with higher nor-
mative pressure, i.e., civil law countries. Conversely, the value relevance of the IR 
quality is expected to be negatively moderated in common law countries. Accord-
ingly, the third and last Hypothesis is stated as follows:

Hyp 3. The positive relationship between IR quality and market value is stronger in 
civil law countries and weaker in common law countries.

4  Research design and methodology

4.1  Sample selection

In line with Vitolla et al. (2020), this study relies on the “Integrated Reporting Exam-
ples Database” available on the IR website to ensure that the reports aligned with the 
IIRF. Specifically, the authors resort to the “search by organization” section2 which, 
according to the IIRC, includes the leading practices (Mio et al., 2022), i.e. “reports 
recognized by a reputable awards process or through benchmarking” (IFRS, 2024b).

Data are collected on IRs published since 2017, when there was an endorsement 
of the IR at the international level by different Authorities and Regulators; the South 

2 ​h​t​t​p​s​:​​/​/​e​x​a​​m​p​l​e​s​.​​i​n​t​e​​g​r​a​t​e​​d​r​e​p​o​​r​t​i​n​g​.​​o​r​g​/​​o​r​g​a​n​i​z​a​t​i​o​n​s​/.
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African King IV’s requirements, the SEBI 2017 Circular3 encouraging the IR adop-
tion by the Top 500 listed companies, the 2017 Malaysian code on corporate gover-
nance, and the EU Dir. 95/2014 constitute valid examples.

An initial sample of 213 companies was identified, from which 44 firms were 
excluded to avoid potential double-counting—either due to belonging to the same 
corporate group and presenting identical reports, undergoing changes in legal status 
(e.g., through mergers), or being financial companies (24 in total). This step led to 
the identification and downloading of 145 IRs. Because of missing financial data 
(not all companies are listed on stock exchanges), the final sample is composed of 78 
companies belonging to 18 countries from around the world (see Table 1). The UK 
is the most represented country contributing to the sample with 26.92% of adopting 
companies. Second, as expected, South Africa is one of the most represented coun-
tries (20 adopters, 25.64% of the final sample) and the only one where the IR regime 
is mandatory, whereas 9 countries are represented by just one company (1.28% of the 
sample). The breakdown by industry classification reveals that the least represented 
sector is Real Estate with 3 companies (3.85%). On the contrary, the Industrial and 
Basic Material Sectors are the most represented respectively with 13 (16.66%) and 
12 (15.38%) companies.

The dataset covers a 4-year period, from 2017 to 2020, for a total of 304 datapoints.

4.2  Measuring the quality of integrated reporting

All data are from Bloomberg, with the sole exception of the proxy for the quality of 
enforcement mechanism, which is from the World Bank, and the proxy for IR quality. 
With respect to the latter, unlike most prior studies which proxy IR quality collect-
ing data from third-party databases such as Asset 4 (e.g., Ioannou & Serafeim, 2012; 
Obeng et al., 2020; Serafeim, 2015), the annual EY Excellence in Integrated Report-
ing Awards in South Africa (e.g. Barth et al., 2017; Wang et al., 2020) or interpret the 
quality in terms of IR style (Melloni et al., 2017; Caglio et al., 2020), and in line with 
prior studies on nonfinancial reporting, the authors manually performed a content 
analysis (Guthrie & Farneti, 2008; Krippendorff, 2004) of each IR, identifying the 
level of alignment with the 8 content elements of the IIRF. Specifically, the authors 
identified the sentence as the unit of analysis and coded the reports based on the 
alignment of the content elements to the IIRF (for details, see Fig. 2 and the Appendix 
Table 10). They are composed of many sub-contents, which range between three and 
seven. In line with Songini et al. (2022), they measured the IR quality as the level 
of alignment between the reports and the IIRF. More specifically, following Botosan 
(1997) and adapting Zhou et al.’s coding framework (2017) to the IIRF, the authors 
coded all content elements and their sub-elements (items), according to a three-scale 
level coding: 0 if there is no information, 0.5 if they are only mentioned, and 1 if 
the sentence provides detailed information. This study followed this approach as it 
avoids the common mistake of confusing the disclosure quality with the amount of 
information provided (Gray & Vint, 1995; Deegan & Gordon, 1996; Unerman, 2000) 
since quantity is not a proxy of quality (Vitolla et al., 2019). Furthermore, this suits 

3  ​h​t​t​p​s​:​​​/​​/​w​w​​w​.​s​e​b​​i​.​g​​o​​v​.​​i​n​/​​l​e​​g​a​l​​/​c​i​r​c​​u​l​​a​r​​s​​/​f​e​​b​-​​2​0​1​​7​/​i​n​t​e​​g​​r​a​​t​e​d​-​r​​e​p​o​​r​t​​​i​n​g​-​b​​y​-​​l​i​​s​t​e​d​-​e​​n​t​i​t​i​e​​s​_​3​4​1​3​6​.​h​t​m​l.

1 3

https://www.sebi.gov.in/legal/circulars/feb-2017/integrated-reporting-by-listed-entities_34136.html


S. Panfilo et al.

Ta
bl

e 
1 

IR
 re

po
rte

rs
 b

y 
co

un
try

 a
nd

 in
du

st
ry

In
du

st
ry

C
ou

nt
ry

B
as

ic
 

m
at

er
ia

ls
C

on
-

su
m

er
 

go
od

s

C
on

su
m

er
 

se
rv

ic
es

H
ea

lth
ca

re
In

du
st

ria
l

O
il 

&
 

G
as

Pr
of

. 
se

rv
ic

es
R

ea
l e

st
at

e
Te

ch
Te

le
co

m
-

m
un

ic
at

io
n 

se
rv

ic
e

U
til

iti
es

To
ta

l

Au
st

ra
lia

0
0

0
0

0
0

0
1

0
0

0
1

Au
st

ri
a

0
0

0
0

1
0

0
0

0
0

0
1

Br
az

il
0

1
0

0
0

0
0

0
0

0
0

1
D

en
m

ar
k

0
0

0
1

0
0

0
0

0
0

0
1

G
er

m
an

y
1

0
0

0
0

0
0

0
1

0
1

3
In

di
a

0
0

0
0

1
0

0
0

0
0

0
1

Ita
ly

0
0

0
1

0
0

0
0

0
0

1
2

Ja
pa

n
2

2
1

3
2

0
0

0
0

0
1

11
Je

rs
ey

1
0

0
0

0
0

0
0

0
0

0
1

M
ex

ic
o

1
0

0
0

1
0

0
0

0
0

0
2

N
et

he
rl

an
ds

0
0

1
2

0
0

0
0

1
0

0
4

So
ut

h 
Af

ri
ca

6
2

0
1

4
1

1
1

1
3

0
20

So
ut

h 
K

or
ea

0
0

0
0

1
0

0
0

0
0

0
1

Sp
ai

n
0

0
0

0
0

0
1

0
0

0
1

2
Sr

i L
an

ka
0

0
1

0
0

0
0

0
0

0
0

1
Ta

iw
an

0
0

0
0

0
0

0
0

0
1

0
1

U
K

1
2

4
0

3
3

1
1

1
2

3
21

U
SA

0
1

0
0

0
0

1
0

1
0

1
4

To
ta

l
12

8
7

8
13

4
4

3
5

6
8

78
Th

e 
ta

bl
e 

sh
ow

s t
he

 b
re

ak
do

w
n 

of
 th

e 
fin

al
 sa

m
pl

e 
ac

co
rd

in
g 

to
 c

ou
nt

ry
 a

nd
 in

du
st

ry
 d

is
tr

ib
ut

io
n

1 3



The value relevance of integrated reporting quality: the role of the…

the IR better as it is inspired by and aims for conciseness, prefers more focused 
and incisive information rather than longer statements. A high quantity of informa-
tion with low quality may be interpreted as “boilerplate information” (Songini et al., 
2022). Turning back to the scoring system, once each item was coded, the authors 
attributed a score to each content element computed as the sum of the values attrib-
uted to its sub-components, thus yielding scores that range between three and seven. 
The level of alignment between the reports and the IIRF - named IRQ - is computed 
as the overall sum of all the scores and may thus range between 0 and 31. As robust-
ness checks, the authors have standardized the scores of different content elements on 
a 0–10 scale, before aggregating them into the IRQ, to avoid overweighting of those 
content elements that include higher number of items. Results, readily available upon 
request to the authors, qualitatively confirm the evidence commented on hereafter.

For reliability and validity reasons, a pilot coding process was applied to ten IRs. 
Once these first reports were coded, the authors discussed the results and agreed on 
the coding process to adopt for all the documents. Moreover, the content analysis was 
done separately by two researchers, whereas the other two researchers verified and 
solved the points of disagreement to obtain a uniform database 4.

4.3  Model development

In line with the price model of value relevance (Ohlson, 1995), the authors regress 
companies’ market price (PR) on earnings per share (EPS) and book value per share 
(BVPS). The decision to rely on this model stems from the critical insights offered 
by Kothari and Zimmerman (1995). Price models usually give more economically 
sensible and less biased coefficients than return modes which, in turn, tend to have 
less severe heteroscedasticity problems. Thiseconometric issue is taken into account 
by using heteroscedasticity-consistent (robust) standard errors (White, 1980; Onali et 
al., 2017). Since not all companies issue the IR in the same period, the authors record 
the market prices on different days to maintain the same lag between them and the 
reporting period.

Specifically, this study tests the hypotheses by relying on the following Models. 
Model 1 is the baseline specification including the control variables, the variable 
proxying for IR quality (IRQ) and the two variables of legal nature (Mandatory and 
Common Law) to consider the effect that the legal environment may directly exert on 
market prices. In formula:

	 Pri = β 0 + β 1EPSi + β 2BV PSi + γ ′ Xi + β 3IRQi + ϵi� (1)

In line with the first hypothesis, β 3 coefficient is expected positive and significant, 
should the IR quality bring more benefits than costs.

Along with the variables of interests, the model features the array Xi, including a 
set of control variables as suggested by the literature. It thus includes the total assets 

4  Inter-coder reliability was assessed by calculating Scott’s pi coefficient of agreement, which equals 
0.78—i.e., almost perfect agreement (see Allen, 2017).
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(in natural log) to consider the size of adopting companies. Furthermore, it controls 
for the value relevance of value-destroying companies (Hayn, 1995) through the 
variables “Loss” and “Negative EPS”. The former takes value 1 in case of negative 
earnings, 0 otherwise; the latter represents the interaction term between the variable 
EPS and the variable Loss. As argued by Hayn (1995), companies losing money 
usually have different earnings response and the empirical evidence of Cortesi and 
Vena (2019) confirms that the value relevance of IR makes no exception. Then it also 
includes a proxy for firm risk (the market beta, labelled Beta) given its crucial role 
for market participants (see Giner & Reverte, 2006), and the return on equity and a 
leverage indicator (debt/capital ratio), respectively measuring the profitability and 
the debt level of the firms. Last, the models consider a proxy for the enforcement 
mechanisms quality (ENF), constructed as Callao et al. (2016) do. In accordance 
with the value relevance literature, these variables are collected at two distinct points 
in time: accounting variables are measured at the fiscal year-end, while market data 
(i.e., betas and market prices) are recorded with a three-month lag (see Table 2).

 The effects of the two moderators are also tested individually, as specified in 
Model 2 below.

	 Pri = β 0 + β 1EPSi + β 2BV PSi + γ ′ Xi + β 3IRQi + β 4IRQi · LNi + ϵi� (2)

Model 2 paves the way for two different models corresponding to the two facets of 
the legal environment: the regime of adoption (LN = Mandatory) and the country’s 
legal system (LN = CL).

The last model jointly assesses the moderating role of the two dimensions of the 
legal environment as follows:

	 Pri = β 0 + β 1EPSi + β 2BV PSi + γ ′ Xi + β 3IRQi + β 4IRQi · Mandatoryi + β 5IRQi · CLi + ϵi� (3)

From an econometric perspective, this model incorporates the two interaction terms 
to account for potential conditional dependencies in the relationship. That is, when 
the moderation effect is ignored, the estimated effects of IRQ on the market value 
( Pri) may be biased, potentially leading to incorrect inferences. In addition to esti-
mating the true value relevance of IRQ, incorporating the moderators allows us to 
directly assess whether its effect is amplified or weakened by the legal environment 
(see Jollineau & Bowen, 2023, for a comprehensive explanation).

Thus, should the legal environment affect the way IR quality is value relevant, the 
coefficients β 4 and β 5 may be statistically significant. Moreover, in line with the 
Hypotheses 2 and 3 these two coefficients are also expected to be negative.

For a definition of each variable see Table 2.
Between fixed effects and random effects models, the authors prefer the former 

over the latter5, given that p-values of the Hausman tests are always below 5%, 

5  It is worth noting that the random-effects models produce remarkably stable results, indicating that they 
do not depend on the specific methodology employed. The authors are, of course, ready to provide tabled 
estimates upon request.
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never exceeding 1.5% and in some cases falling below 1%. Therefore, all regres-
sions include firm-specific and time fixed effect to filter out, respectively, the effect 
of time-invariant firm-specific characteristics and that of time-variant features com-
mon to all firms. Moreover, robust standard errors are clustered by country to take 
into account the potential correlations between firms coming from the same geo-
graphical area.

Table 2  Variables’ definition
Label Variable 

name
Definition Measurement 

moment
Dependent variable
 Pr Market price The average price of the third month after the IR 

closing date.
3 months after 
the end of the 
fiscal year

Control variables
 EPS Earnings per 

share
The net income divided by the number of outstand-
ing shares.

End of the 
fiscal year

 BVPS Book value 
per share

The book value of equity divided by the numbers of 
outstanding shares.

End of the 
fiscal year

 Assets Total Assets Total assets in absolute value (thousands). End of the 
fiscal year

 Size Size Natural logarithm of total assets. End of the 
fiscal year

 Loss Dummy loss Dummy variable taking value 1 in case of negative 
earnings, 0 otherwise.

End of the 
fiscal year

 Negative EPS Post loss 
earnings

Slope dummy variable taking value 0 in case of 
positive earnings, and the EPS in case of negative 
earnings.

End of the 
fiscal year

 Beta Risk The equity market beta measuring the systematic 
risk of the company.

 ROE Return on 
Equity

The Return on Equity (in %) End of the 
fiscal year

 Leverage Debt to 
capital

A leverage indicator computed as the debt to capital 
ratio

End of the 
fiscal year

 ENF Quality of 
enforcement 
mechanism

A single aggregate score measuring the quality of 
the enforcement mechanism of each country (Callao 
et al., 2016).

End of the 
fiscal year

Main independent variables
 IRQ IR quality A variable ranging from 0 to 31. See Appendix Table 

10 for details.
End of the 
fiscal year

Independent variables proxying the legal environment
 Mandatory IR regime A dummy variable equal to 1 if the IR entity belong 

to a country with a mandatory IR regime (i.e. South 
Africa), 0 otherwise.

End of the 
fiscal year

 Common Law Legal system A dummy variable equal to 1 if the IR entity belong 
to a country with a common law legal system, 0 
otherwise.

End of the 
fiscal year

The table defines the dependent, independent, and control variables used in the analysis
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5  Findings

5.1  Descriptive statistics and correlation analysis

Table 3 provides the main descriptive statistics of all the variables used in this study. 
On average, the market price of the sample is equal to €17.15 reaching a maximum 
of €104.69. The mean EPS is €0.95, with a minimum of −17.76 and a maximum of 
20.94, while the BVPS is, on average, €9.63. The mean total assets are €31,415.60 
(million). Companies reporting a loss represent 19.00% of the sample and Negative 
EPS is on average equal to € −0.34. The systematic risk of a company, in terms of 
beta, is on average 0.97. The ROE ranges between − 4.24 and 1.67, averaging 0.08 
and the leverage, as measured by the debt to capital ratio, reveals how heterogeneous 
sampled companies are: if there are companies with no debt, there is no shortage of 
companies that make huge recourse to debt financing.

This evidence firstly suggests that, in an international setting, IR quality is pretty 
high, presenting an average of 19.08 (61.55%) out of a maximum score of 31. This 
shows a notable increase from Zhou et al.’s (2017) findings of 6.27 (20.23%) and an 
overall improvement as compared to Liu et al. (2019) and Pistoni et al. (2018), who 
found an average of 54% and 48.4%.

Before applying the regression models, pairwise correlations have been estimated. 
As expected, Table 4 shows low correlations between control variables. As expected, 
EPS and BVPS are positively correlated with the market price. Furthermore, in line 
with the second and the third hypothesis, a common law legal system and manda-
tory IR adoption present a negative significant correlation with market price. Despite 
being low, correlations between both the independent variables and the quality scores 
of content elements are also found. Inspired by a reviewer’s suggestion, the authors 
performed a rudimental VIF test on a handmade panel regression estimated with a 
linear OLS that replaces the fixed effects with dummies. An estimated value of 1.88, 
largely influenced by the variables EPS and negative EPS, ruled out the multicol-
linearity issue.

Variable N Mean Std. Dev Min Max
PR 304 17.15 22.61 0.05 104.69
EPS 304 0.95 2.95 −17.76 20.94
BVPS 304 9.63 11.82 0.04 65.28
Assets 304 31,415.60 52,120.41 64.42 307,141.10
Size 304 9.22 1.66 4.17 12.64
Loss 304 0.19 0.39 0.00 1.00
Negative EPS 304 −0.34 1.75 −17.76 0.00
Beta 304 0.97 0.34 −0.17 2.00
ROE 304 0.08 0.39 −4.24 1.67
Leverage 304 37.56 20.98 0.00 97.46
ENF 304 0.00 2.33 −4.97 3.02
IRQ 304 19.08 4.64 3.00 27.00
Mandatory 304 0.23 0.42 0.00 1.00
Common Law 304 0.62 0.49 0.00 1.00

Table 3  Descriptive statistics

The table synthetizes the 
variables used in the analysis 
through their descriptive 
statistics, namely number of 
observations (N), average value 
(Mean) and standard deviation 
(Std. Dev), minimum (Min) 
and maximum (Max) values. 
Please refer to Table 2 for 
variable description
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5.2  Multivariate analysis

Table 5 shows the estimates of the different models developed. Comments on the 
control variables are limited to noting that their signs and levels of significance are 
consistent with findings from previous studies. To mention the most important, the 
coefficients associated with the main accounting variables (EPS and BVPS) are both 
positive and statistically significant (at the 10% and 1% level, respectively).

Explicitly referring to the examination of Hypothesis 1, the first column of Table 5 
reports the results of Model 1 which also includes the main variable of interest: IRQ. 

Dependent variable: Third month average 
price
(1) (2) (3) (4)

EPS 1.41* 1.40* 1.38* 1.38*
(0.0890) (0.0880) (0.0924) (0.0917)

BVPS 1.73*** 1.76*** 1.72*** 1.74***
(0.0000) (0.0000) (0.0000) (0.0000)

Size −5.99 −6.62 −6.63 −6.85
(0.4136) (0.3906) (0.3629) (0.3681)

Loss −2.82 −3.29 −2.97 −3.21
(0.3648) (0.2724) (0.3506) (0.3084)

Negative EPS −3.13*** −3.19*** −3.07*** −3.11***
(0.0018) (0.0017) (0.0024) (0.0023)

Beta 0.50 −0.04 0.79 0.43
(0.8865) (0.9891) (0.8149) (0.8939)

ROE 0.90 1.29 1.57 1.65
(0.7212) (0.6461) (0.5821) (0.5745)

Leverage −0.03 −0.03 −0.04 −0.04
(0.7235) (0.7773) (0.6331) (0.6802)

ENF 7.34** 5.15 6.70* 5.60
(0.0475) (0.1855) (0.0886) (0.1474)

IRQ 0.27* 0.49*** 0.82*** 0.83***
(0.0638) (0.0097) (0.0016) (0.0013)

Mandatory −0.69 11.14*** −1.03 5.68
(0.7926) (0.0000) (0.6982) (0.1098)

Common Law 1.30 1.58 15.19** 12.53**
(0.5209) (0.4796) (0.0111) (0.0205)

IRQ * Mandatory −0.64*** −0.36*
(0.0029) (0.0541)

IRQ * Common Law −0.73*** −0.58***
(0.0025) (0.0079)

Constant 52.58 48.44 48.38 50.08
(0.4374) (0.4966) (0.4641) (0.4693)

N_obs 304 304 304 304
R2 0.6572 0.6638 0.6672 0.6689
AdjR2 0.6394 0.6450 0.6487 0.6492

Table 5  Regression results

The table shows the results 
of the regressions performed 
to investigate the value 
relevance of the IR quality. 
Please refer to Table 2 for 
variables description. All 
models include firm-specific 
and time fixed effects. Robust 
standard errors are clustered 
by country, the p-values of 
the corresponding t-test are 
provided in parentheses. *, 
**, and *** denote statistical 
significance at 10%, 5% and 
1% level respectively
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When estimated alone, it is found to be positive (coeff = 0.27) and statistically signifi-
cant signaling that the quality of the IR is value relevant for investors. This evidence 
suggests that the degree of compliance with the IIRF enriches the information set that 
market participants base their investment decisions on. Thus, in the words of the first 
hypothesis, this result indicates that the IR quality positively affects the market value 
of disclosing companies. This information is appreciated by the market to the extent 
that the average company (the one with an IRQ of 19.08) experiences an increase 
in market value by 5.15 monetary units (30% of the average market price – 17.15). 
Moreover, one standard deviation of the IRQ corresponds to an increase in market 
price of 1.25 monetary units. This evidence is consistent with the findings of Vitolla 
et al. (2020), who identified a lower cost of equity for firms with higher IRQ—an out-
come often linked to greater credibility and transparency. Most importantly, since as 
previously pointed out this study relies on a different proxy for IRQ, this convergence 
rules out the cautionary point raised by Helfaya and Whittington (2019) that different 
proxies may affect research outcomes.

Building on the integration of agency theory with proprietary cost theory, Hypoth-
esis 1 supports a positive market reaction not only to the adoption of IR, as demon-
strated by Baboukardos and Rimmel (2016), Caglio et al. (2020), and Cortesi and 
Vena (2019), but also extends the existing literature on the beneficial effects of IR 
quality (e.g., Barth et al., 2017; Lee & Yeo, 2016; Vitolla et al., 2020) to market price 
reactions, this aspect being so far overlooked.

This result holds when the interaction terms are nested individually in the baseline 
model (Models 2 and 3), to analyze whether the two variables of legal nature exert a 
role when singularly considered. In this regard, the estimated signs are all negative 
in line with expectations. This outcome provides preliminary support to the second 
and the third hypotheses, as the beneficial effect of the IR quality on market price 
becomes stronger (weaker) in countries where the IR adoption is voluntary (man-
datory) or with a civil (common) law legal system. When the interaction terms are 
jointly estimated (Model 4), this evidence is further confirmed. The legal environ-
ment still moderates the value relevance of the IR quality increasing its beneficial 
effect when its adoption is voluntary and in civil law countries. These findings, which 
support both Hypotheses 2 and 3, contribute to the existing literature in two signifi-
cant ways. First, they extend prior evidence from studies on voluntary disclosure set-
tings (Loprevite et al., 2018; Cortesi & Vena, 2019) and civil law countries (Cortesi 
& Vena, 2019). Second, they underscore the moderating role of institutional factors 
in the relationship between disclosure quality and capital market reactions.

5.3  Robustness checks

To support prior results, many robustness tests are also performed.
To begin with, the same models is re-run but with a different dependent variable 

(see Table 6). In specific it is used the market closing price of the third month after 
the IR closing date (Panel A), the average price of the first semester (Panel B) and 
the second bimester (Panel C) after the closing date of the IR. In all cases, results 
confirm the evidence previously reported. The coefficients on IRQ remain positive 
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and statistically significant, further corroborating the fact that IR quality as a whole 
is value-relevant for investors. An additional check estimated with the 2nd quarter 
average price, available upon request to the authors, provides additional support to 
the evidence given above.

Moreover, the legal environment still moderates this relationship since, regardless 
of the dependent variable, the two moderators are always statistically significant, 
both when individually considered and when jointly estimated.

Additionally, to ensure that results are not biased by the weight of those content 
elements that include a higher number of items, the authors have standardized their 
values in a 0–10 range before aggregating them in the IRQ. Results obtained with 
this standardized measure of IRQ, available upon request, qualitatively confirm those 
reported here.

(1) (2) (3) (4)
Panel A – Closing price of the 3rd month after the disclosure date
 IRQ 0.26* 0.51*** 0.69*** 0.71***

(0.0688) (0.0082) (0.0023) (0.0017)
 IRQ * Mandatory −0.72*** −0.57**

(0.0023) (0.0171)
 IRQ * Common Law −0.56*** −0.32*

(0.0073) (0.0555)
 Constant 83.92 90.82 71.89 86.49

(0.2766) (0.2792) (0.3492) (0.3005)
 AdjR2 0.5698 0.5782 0.5750 0.5784
Panel B – Average price of the 1 st semester after the disclosure 
date
 IRQ 0.27 0.50** 0.79*** 0.81***

(0.1296) (0.0208) (0.0062) (0.0050)
 IRQ * Mandatory −0.64*** −0.39*

(0.0066) (0.0590)
 IRQ * Common Law −0.68*** −0.52**

(0.0067) (0.0220)
 Constant 61.01 57.62 57.07 58.94

(0.3066) (0.3671) (0.3264) (0.3395)
 AdjR2 0.6712 0.6767 0.6788 0.6796
Panel C – Average price of the second bimester after the disclosure 
date
 IRQ 0.29** 0.52*** 0.93*** 0.94***

(0.0368) (0.0073) (0.0016) (0.0014)
 IRQ * Mandatory −0.66*** −0.31*

(0.0032) (0.0877)
 IRQ * Common Law −0.85*** −0.72***

(0.0024) (0.0086)
 Constant 41.54 37.17 36.67 38.15

(0.5399) (0.5992) (0.5728) (0.5726)
 AdjR2 0.5971 0.6034 0.6106 0.6106

Table 6  Robustness analyses

The table shows the results of 
the robustness tests performed. 
Panel A, B and C leverage on 
a different dependent variable, 
namely the closing price of the 
third month after the disclosure 
date, and the average prices 
of the first semester and the 
second bimester after the 
disclosure date. All models 
include firm-specific and 
time fixed effects. Robust 
standard errors are clustered 
by country, the p-values of 
the corresponding t-test are 
provided in parentheses. *, 
**, and *** denote statistical 
significance at 10%, 5% and 
1% level respectively
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Following a reviewer’s suggestion, the models are also re-run incorporating the 
quality of governance mechanisms - measured by the ENF index, previously used 
only as a control variable - as an additional moderator. The results are presented in 
Table 7.

Regardless of the specification adopted, the coefficients are notably stable in terms 
of sign, magnitude, and significance, ruling out the possibility that results may be 
attributable to governance effects.

Dependent variable: Third month average 
price
(1) (2) (3) (4)

EPS 1.41* 1.42* 1.38* 1.40* 
(0.0890) (0.0773) (0.0903) (0.0838)

BVPS 1.73*** 1.77*** 1.72*** 1.75***
(0.0000) (0.0000) (0.0000) (0.0000)

Size -5.99 -6.71 -6.59 -6.87
(0.4136) (0.3716) (0.3613) (0.3601)

Loss -2.82 -3.10 -2.89 -3.08
(0.3648) (0.3078) (0.3642) (0.3277)

Negative EPS -3.13*** -3.20*** -3.06*** -3.14***
(0.0018) (0.0015) (0.0024) (0.0021)

Beta 0.50 -0.59 0.73 -0.07
(0.8865) (0.8545) (0.8315) (0.9821) 

ROE 0.90 1.27 1.52 1.56
(0.7212) (0.6672) (0.5968) (0.6062)

Leverage -0.03 -0.05 -0.05 -0.06 
(0.7235) (0.5547) (0.5955) (0.5307) 

ENF 7.34** 8.41** 7.60* 7.94* 
(0.0475) (0.0329) (0.0621) (0.0503) 

IRQ 0.27* 0.48** 0.79*** 0.76**
(0.0638) (0.0203) (0.0042) (0.0132)

Mandatory -0.69 16.21*** -1.12 10.55**
(0.7926) (0.0000) (0.6714) (0.0105)

Common Law 1.30 1.25 15.08** 10.09* 
(0.5209) (0.5818) (0.0119) (0.0697)

IRQ * Mandatory -0.93*** -0.63***
(0.0004) (0.0031)

IRQ * Common Law -0.73*** -0.46**
(0.0026) (0.0298)

IRQ*ENF -0.14*** -0.03 -0.11**
(0.0066) (0.3933) (0.0172)

Constant 52.58 51.52 48.85 53.04 
(0.4374) (0.4398) (0.4511) (0.4263)

N_obs 304 304 304 304
R2 0.6572 0.6681 0.6675 0.6710
AdjR2 0.6394 0.6483 0.6477 0.6503

Table 7  Robustness analyses 
with ENF as moderator

The table shows the results of 
the robustness analyses with 
the variable ENF being used 
as a moderator of the value 
relevance of the IR quality. All 
models include firm-specific 
and time fixed effects. Robust 
standard errors are clustered 
by country, the p-values of 
the corresponding t-test are 
provided in parentheses. *, 
**, and *** denote statistical 
significance at 10%, 5% and 
1% level respectively
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Besides, although the Hausman tests indicated that fixed-effects models are supe-
rior, the authors also estimated the models using the Hausman–Taylor approach. The 
results, shown in Table 8, are again consistent with those discussed previously. 

Again, the sign, magnitude, and significance of the estimated coefficients align 
with those reported in the main analyses and the other robustness checks. These find-

Table 8  Robustness analyses with Hausman-Taylor estimators
Dependent variable: Third month average price
(1) (2) (3) (4) (2) w/ENF (3) w/ENF (4) w/ENF

EPS 1.44* 1.43* 1.42* 1.42* 1.46** 1.42* 1.44*
(0.0544) (0.0539) (0.0571) (0.0566) (0.0456) (0.0558) (0.0507)

BVPS 1.62*** 1.63*** 1.61*** 1.62*** 1.65*** 1.61*** 1.63***
(0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000) (0.0000)

Size −1.84* −1.72* −1.81* −1.75* −1.76* −1.84* −1.78*
(0.0848) (0.0884) (0.0940) (0.0966) (0.0901) (0.0951) (0.0964)

Loss −2.17 −2.60 −2.29 −2.53 −2.49 −2.27 −2.46
(0.4082) (0.2858) (0.3858) (0.3179) (0.3101) (0.3852) (0.3308)

Negative EPS −3.26*** −3.29*** −3.19*** −3.22*** −3.30*** −3.18*** −3.24***
(0.0003) (0.0003) (0.0004) (0.0005) (0.0003) (0.0004) (0.0005)

Beta −0.22 −0.85 0.14 −0.31 −1.25 0.14 −0.69
(0.9368) (0.7328) (0.9599) (0.9039) (0.6178) (0.9605) (0.7880)

ROE 1.87 2.33 2.31 2.46 2.14 2.26 2.31
(0.6048) (0.5638) (0.5388) (0.5346) (0.5930) (0.5479) (0.5592)

Leverage −0.03 −0.03 −0.04 −0.03 −0.04 −0.04 −0.04
(0.6845) (0.6986) (0.6063) (0.6363) (0.5519) (0.6014) (0.5405)

ENF 1.24** 0.96** 1.17** 1.02** 3.50*** 1.41 2.81**
(0.0195) (0.0248) (0.0245) (0.0224) (0.0017) (0.1541) (0.0127)

IRQ 0.30* 0.53** 0.87*** 0.88*** 0.53*** 0.86*** 0.82***
(0.0701) (0.0157) (0.0005) (0.0004) (0.0067) (0.0009) (0.0029)

Mandatory −1.65 11.52*** −2.01 5.98** 16.24*** −2.06 10.33***
(0.4623) (0.0000) (0.3777) (0.0140) (0.0000) (0.3525) (0.0016)

Common Law 1.32 1.40 15.86*** 12.64** 1.23 15.82*** 10.47*
(0.5214) (0.5237) (0.0052) (0.0155) (0.5761) (0.0054) (0.0546)

Company ID 0.07 0.07 0.07 0.07 0.07 0.07 0.07
(0.3014) (0.3271) (0.2825) (0.3045) (0.2914) (0.2820) (0.2835)

IRQ * Mandatory −0.70*** −0.42** −0.98*** −0.67***
(0.0002) (0.0107) (0.0000) (0.0005)

IRQ * Common Law −0.77*** −0.59*** −0.76*** −0.49**
(0.0007) (0.0059) (0.0008) (0.0272)

IRQ * ENF −0.13*** −0.01 −0.09**
(0.0030) (0.7513) (0.0273)

Constant 11.78 2.42 0.79 0.40 8.20 1.26 2.50
(0.3130) (0.8490) (0.9550) (0.9766) (0.4888) (0.9284) (0.8525)

N_obs 304 304 304 304 304 304 304
Rho 0.8122 0.7640 0.8004 0.7765 0.7807 0.8085 0.7863
The table shows the results of the robustness analyses with the variable ENF being used as a moderator 
of the value relevance of the IR quality. All models include firm-specific and time fixed effects. Robust 
standard errors are clustered by country, the p-values of the corresponding t-test are provided in 
parentheses. *, **, and *** denote statistical significance at 10%, 5% and 1% level respectively
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ings further support the three hypotheses, demonstrating that IRQ is positively value-
relevant, with this value relevance being stronger for companies that voluntarily 
adopted the IR and in countries with a civil law legal system.

Further, the models are re-estimated by changing the proxy for IRQ: specifically, 
to further reduce the impact of the researcher on the construction of this variable, the 
authors have calculated this metric by assigning value 1 if there is any information 
(either qualitative or quantitative) about a content element and 0 otherwise. Results 
are in Table 9.

Once again, estimates are consistent in terms of sign, significance, and magni-
tude revealing how strong the effects documented are. Thus, if previous studies have 

Dependent variable: Third month average 
price

EPS 1.39* 1.38* 1.38* 1.38*
(0.0963) (0.0943) (0.0919) (0.0919)

BVPS 1.73*** 1.75*** 1.72*** 1.73***
(0.0000) (0.0000) (0.0000) (0.0000)

Size −5.88 −6.26 −6.69 −6.77
(0.4207) (0.4054) (0.3535) (0.3615)

Loss −2.85 −3.14 −3.15 −3.25
(0.3539) (0.2919) (0.3179) (0.3030)

Negative EPS −3.11*** −3.15*** −3.08*** −3.10***
(0.0025) (0.0024) (0.0026) (0.0026)

Beta 0.36 −0.22 0.54 0.25
(0.9161) (0.9445) (0.8636) (0.9348)

ROE 0.91 1.33 1.30 1.44
(0.7211) (0.6300) (0.6527) (0.6245)

Leverage −0.04 −0.03 −0.05 −0.05
(0.7106) (0.7475) (0.5620) (0.5967)

ENF 7.44** 5.65 6.47* 5.76
(0.0354) (0.1023) (0.0974) (0.1213)

IRQ new 0.20 0.39*** 0.86*** 0.87***
(0.1032) (0.0089) (0.0000) (0.0000)

Mandatory −0.70 12.42*** −1.00 5.17
(0.7856) (0.0000) (0.7001) (0.2834)

Common Law 1.31 1.55 20.10*** 17.74***
(0.5159) (0.4760) (0.0010) (0.0028)

IRQ new * 
Mandatory

−0.61*** −0.28*

(0.0000) (0.0911)
IRQ new * Com-
mon Law

−0.86*** −0.74***

(0.0001) (0.0005)
Constant 52.29 51.80 46.12 41.78

(0.4346) (0.4623) (0.4741) (0.5241)
N_obs 304 304 304 304
R2 0.6561 0.6616 0.6681 0.6690
AdjR2 0.6382 0.6427 0.6496 0.6494

Table 9  Robustness analyses 
with a different proxy for IRQ

The Table shows the results for 
the four specifications used in 
the main analyses, this time 
employing a different proxy 
for IRQ. Specifically, for each 
(sub-)content element, this 
proxy assigns a value of 1 
if any information (whether 
quantitative or qualitative) is 
provided, and 0 otherwise. 
Robust standard errors are 
clustered by country, the 
p-values of the corresponding 
t-test are provided in 
parentheses. *, **, and *** 
denote statistical significance 
at 10%, 5% and 1% level 
respectively
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shown that the IR adoption is value relevant, this study reveals that market partici-
pants are also concerned with its quality. Specifically, the greater the compliance to 
the framework, the higher the market value of the adopting company. Most impor-
tantly, this effect becomes stronger when the IR is voluntarily adopted and in coun-
tries with a civil law legal system.

Lastly, the study applied the methodology developed by Altonji et al. (2005) 
and Nunn and Wantchekon (2011) to explicitly confirm that results are not 
driven by unobserved characteristics. The findings from this additional check, 
which are available upon request, eliminate any concerns regarding selection on 
unobservables.

6  Discussion

The current paper exploits the unique features of the IR proposed in the Interna-
tional < IR > framework, to investigate (i) whether its quality is value-relevant for 
investors and (ii) whether the IR quality is moderated by the legal environment in 
which the report is released. This study thus differs from previous studies because 
it does not analyze the market reaction to IR adoption or whether it changes the 
value relevance of the main accounting information. Rather, relying on Songini et al. 
(2022), it extends Zhou et al.’s (2017) framework, thereby deviating from most prior 
studies which proxy IR quality collecting data from third-party databases such as 
Asset 4 (e.g., Ioannou & Serafeim, 2012; Obeng et al., 2020; Serafeim, 2015).

First, the current study finds that IR quality is fairly high and presents a notable 
increase compared to prior empirical evidence both in South Africa (Zhou et al., 
2017), in Australia (Liu et al., 2019), and in an international context (Pistoni et al., 
2018).

Second, the expectations of agency theory integrated by proprietary cost theory 
are supported by empirical evidence, which suggests that the quality of IR is posi-
tively associated with firm value. The average company, characterized by an IR qual-
ity indicator of 19.08 (out of 31), is traded at a premium of 30%. The study, therefore, 
adds to the stream of research on the financial effects of IR, focusing on its quality, 
rather than its mere adoption, thereby filling the gap highlighted by Vitolla et al. 
(2020) and Veltri and Silvestri (2020). Thus, it extends studies in support of the ben-
eficial role of IR adoption on capital market reactions (e.g., Baboukardos & Rimmel, 
2016; Caglio et al., 2020; Cortesi & Vena, 2019, Lee & Yeo, 2016), and contributing 
to the strand of literature that investigates the effect of IR quality on firm value (e.g., 
Barth et al., 2017).

Third, the current study considers an international setting, whereas previous stud-
ies rarely do so (e.g., Vitolla et al., 2019). This led the study to further contribute to 
the literature by examining, through the lens of neo-institutional theory, whether IR 
quality is moderated by the legal environment in which the report is released. Cur-
rent results show that the positive significant association between IR quality and firm 
value actually depends on the legal context. In particular, the marginal benefit of a 
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higher IR quality is stronger when companies voluntarily adopt the report and in civil 
law countries. Conversely, the value relevance of the IR quality weakens when the IR 
is mandatorily adopted and in common law countries too.

The current study is not without limitations. To begin with, in line with Zhou et 
al. (2017) and Songini et al. (2022), the authors interpret greater alignment with 
the International < IR > framework as indicative of higher IR quality. As previously 
noted, the proxy of IR quality adopted by this study yields results consistent with 
those of Vitolla et al. (2020), who employ a different measure of IR quality to 
assess its effect of the cost of capital. Despite this convergence, concerns raised 
by Helfaya and Whittington (2019), who argue that empirical findings depend on 
the proxy used, cannot be entirely dismissed. Future studies may adopt alterna-
tive frameworks, and thus different metrics to evaluate IR quality. They could also 
broaden the scope of value relevance analyses by increasing the sample size and 
examining in greater depth such aspects as financial versus the nonfinancial type 
of information, and forward- vs. backward-looking nature of information. Further-
more, future research could further develop the application of neo-institutional 
theory to IR quality. For instance, in addition to regulative pressures, scholars can 
explore the role of normative and cultural pressures as potential moderators in the 
relationship between IR quality and its value relevance, an aspect that this study 
leaves poorly explored.

Despite these limitations, the current study has both theoretical and practical 
implications. While prior research predominantly explores the drivers of IR adoption 
and its impact on market valuation, this study extends the discourse by demonstrat-
ing that legal context influences the extent to which high-quality IR translates into 
firm value. Thus, extending the agency theory to proprietary costs considerations, 
the current findings suggest that firms with higher-quality IR provide investors with 
credible and decision-useful information, thereby reducing information asymmetry 
and enhancing firm valuation. However, the effect varies across legal environments, 
reinforcing neo-institutional theory, which posits that regulatory and institutional 
contexts shape corporate reporting practices and their market impact. Specifically, 
the stronger value relevance of IR quality in voluntary adoption settings suggests 
that when companies willingly commit to IR, investors perceive the disclosed infor-
mation as more credible compared to contexts where IR is mandated. Furthermore, 
by showing that firms operating in civil law countries experience stronger value 
relevance of IR quality than those in common law jurisdictions it suggests that in 
regulatory environments with lower investor protection and weaker enforcement, 
high-quality voluntary disclosure is particularly valuable to investors, as it compen-
sates for institutional deficiencies.

For standard setters and policy makers the results suggest that mandatory IR adop-
tion may not be the most effective regulatory approach to enhancing firm value. Thus, 
instead of imposing IR as a compliance requirement, regulators should focus on 
mechanisms that incentivize high-quality disclosure, such as assurance mechanisms 
or transparency incentives. Thus, creating a regulatory environment that fosters vol-
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untary but high-quality disclosure, thereby ensuring that IR adoption leads to mean-
ingful improvements in information quality and market efficiency.

For managers and firms, the results highlight that simply adopting IR is not suf-
ficient to maximize firm value; rather, the quality of IR disclosures is crucial. More-
over, the findings indicate that firms in voluntary IR adoption settings and civil law 
countries benefit the most from high-quality IR, suggesting that managers should 
invest in enhancing IR quality by improving clarity, materiality, and completeness 
of information to strengthen investor confidence; and leverage IR as a strategic tool 
for competitive differentiation, particularly in regions where investor protection 
is weaker, using IR quality as a trust-building mechanism; align IR practices with 
investor expectations by engaging with key stakeholders to identify the most value-
relevant disclosures. By doing so, firms can maximize the benefits of IR adoption, 
ensuring that it not only fulfills regulatory expectations but also enhances firm valu-
ation and stakeholder trust.

7  Conclusions

This study provides novel insights into the interplay between IR quality, legal envi-
ronment, and firm value, with implications for both standard setters and corporate 
managers. Regulators should focus on compensatory mechanisms that promote 
high-quality voluntary disclosure rather than enforcing IR mandates. Managers, in 
turn, should view IR quality as a strategic investment that enhances firm value, par-
ticularly in jurisdictions where investor protection mechanisms are weaker. These 
findings offer a refined understanding of how institutional contexts shape corporate 
reporting effectiveness and suggest pathways for enhancing IR’s role in improving 
market efficiency and investor decision-making. By demonstrating both the theoreti-
cal trade-offs and the practical market benefits of high-quality IR, the current study 
offers a more comprehensive view of the forces shaping corporate disclosure prac-
tices and their outcomes. Future research should move beyond compliance-based 
assessments of IR quality and explore the deeper financial, institutional, and behav-
ioral dimensions of IR’s value relevance. By incorporating alternative measurement 
frameworks, assurance mechanisms, legal nuances, and investor and managerial 
perceptions, or expanding the sample size, future studies can provide a more com-
prehensive understanding of how IR quality impacts firm valuation across different 
contexts.

1 3



The value relevance of integrated reporting quality: the role of the…

Appendix

Tab10

Content element Sub-component
1. Organizational 
overview and ex-
ternal environment

1.1. Reporting boundary
1.2. Mission and value
1.3. Business overview
1.4. Operation context
1.5. Summary statistics

2. Governance 2.1. Governance structure
2.2. Governance and strategy
2.3. Remuneration and performance
2.4. Governance and others

3. Risks and 
opportunities

3.1. Risks
3.2. Opportunities

4. Business Model 4.1. Business model description
4.2. Links between business model and others
4.3. Stakeholder dependencies

5. Strategy and 
resource allocation

5.1. Strategic objectives
5.2. Links between strategy and other 
elements
5.3. Competitive advantage
5.4. Stakeholder consultations

6. Performance and 
outcomes

6.1. KPIs against strategy
6.2. Explanation of KPIs
6.3. Stakeholder relationship
6.4. Past, current, and future performance
6.5. Financial implications of other capitals
6.6. Supply chain performance
6.7. The quality of quantitative indicators

7. Outlook 7.1. Anticipated changes
7.2. Potential implications
7.3. Estimates

8. Basis for 
preparation and 
presentation

8.1. Reporting boundary, conciseness and 
links
8.2. Materiality determination process
8.3. Framework and methods

Table 10  IR quality composition

Source: Adaptation from 
Zhou et al. (2017). Each sub-
component variable assumes 
value equal to 0 where there is 
no information, 0.5 when it is 
just mentioned in a sentence, 
1 when the sub-component is 
described in depth
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Data availability  The data that support the findings of this study are available from the corresponding 
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