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Abstract

The present study aims towards three research purposes. Firstly, it intends to reveal the pattern that
associates the elements of the Integrated Reporting (IR) of companies listed on the Saudi Arabian Stock
Exchange (Tadawul). Secondly, it verifies the existence of a relationship between IR practices and some
firm-specific characteristics. Third, it examines the similarities between the IR practices of these companies.
IR communicates how an organization's strategy, governance, performance, and prospects lead to value
creation. The dataset used for the IR elements is retrieved from Tadawul and consists of data regarding
integrated reports for 126 companies listed in 2019; while the data for the firm-specific characteristics, as
the size of the company, the auditor type and the type of company are extracted from Marketscreener.com and
Argaam.com portals. The methodology used consists of the empirical-analytical approach with the use of
Optimal Scaling techniques. Main findings consist of a positive association found between the elements of
the IR, as well as that the specific characteristics of the firms are not related to the elements of the IR. In
our results a dissimilarity is found in the corporate information disclosure practices. These findings reveal a
need for a deep investigation of the IR elements and firm characteristics in Saudi Arabian companies. One
of the future research direction is a multilinear data for various years such that can reveal a more
comprehensive understanding of IR elements and firm characteristics. This study becomes relevant in the
context of IR elements and firm characteristics relations, that are not yet studies at their research potential.

Keywords: accounting, integrated report, corporate report, voluntary disclosure, firm-specific characteristics,
Saudi Arabia.

1. Introduction

The global economy is continually changing as companies face global competition, technological innovations,
and increased regulation in response to financial and governance crises (Flower, 2015). Meanwhile, culture and
society question the underlying justification for the nature of a business organization as emphasis on business is
limited and ignores the creation of value or justice for people, society and the world (Dumay et al., 2016).

Due to this challenge, in recent years there has been a growing demand from stakeholders for companies to adopt
policies related to environmental, social and governance (ESG) issues (McWilliams & Siegel, 2000; Flower,
2015) and for these topics to be incorporated into corporate reports (Adams & Frost, 2008; White, 2005). This
pressure has forced companies to change their business practices to a more value creation perspective (Velte &
Stawinoga, 2017; Kolk & van Tulder, 2010).

Therefore, companies need to provide voluntary disclosure of information related to their sustainability (Fasan,
2013). A variety of organizations have emerged, such as the International Integrated Reporting Council (IIRC),
to strengthen and expand the quality of corporate information (Busco et al., 2013). Regulatory offices and
international standard setters have issued comprehensive regulations related to these subjects (Briano et al., 2012;
Ahmed, 2013; Flower, 2015; Velte & Stawinoga, 2017), with the result being the Integrated Reporting (IR)
concept.

The emergence of integrated information has opened up new research perspectives for corporate reporting, as it
appears to address the limitations of traditional reporting practices and improves the quality of corporate
information that is disclosed to different stakeholders. Solomon and Maruno (2012) examined the impact of the
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mandatory introduction of integrated reports on ESG issues, showing a significant increase in the amount of
information reported by the companies in the sample.

Among Saudi companies, the investigation of the purpose of CSR practices during the period 2010 to 2012
found that, despite the low level of disclosure regarding the investigated topics, there was a significant increase
in CSR practices (Aldosari & Atkins, 2015). In recent years, however, few such academic studies have been
conducted in Arab nations. This means that the level of CSR (and therefore the level and determinants of IR
practices among companies listed on the Saudi stock exchange) have yet to be reflected in the academic
literature. The present study seeks to resolve this gap.

The aim of this study is to reveal the connects the elements of corporate reports from companies listed on the
Saudi Arabian Stock Exchange (Tadawul). Similarly, it is proposed to test the existence of a relationship between
corporate information disclosure practices and some specific firm characteristics, such as the company's size and
profitability, the type of auditor, and the type of industry. Finally, the purpose of this study is to compare the
disclosure practices of these companies.

2. Literature Review
2.1 The Kingdom of Saudi Arabia as the Context of the Investigation

The Kingdom of Saudi Arabia (KSA) is the largest economy in the Middle East and North Africa (MENA)
region, with a per capita Gross Domestic Product (GDP per capita) of US $ 21,561.70 and growth of GDP of 1.2%
at the end of 2019 (World Bank, 2019), being an oil-producing country, as 90% of its total income comes from
oil production and export.

The Saudi Arabian Stock Market (Tadawul) was established in 1930 with 14 companies listed on it in 1975. The
number increased over time, reaching 169 companies at the end of 2014, and 199 companies at the end 2019
(Tadawul, 2020).

In 2005, KSA Government established the Saudi Arabia Responsible Competitiveness Index (SARCI) and
placed it under the administration of the Saudi General Investment Authority (SAGIA). Later, in 2006, the
Capital Market Authority (CMA) issued the Corporate Governance Code, which recommends that all companies
that appear on its list of affiliates disclose information about their governance to the public. These initiatives
suggest that the nation's authorities have been taking active steps toward adopting voluntary disclosure practices
on corporate governance and corporate social responsibility.

While IR and CSR practices are in a new stage in the world, in KSA they have become part of the business
practices (Velte & Stawinoga, 2017; Haller & van Staden, 2014). This may be the effect of adopting SARCI, as
this index assesses the degree to which companies apply and informs CSR practices.

The Saudi Arabian CSR Code, which is a recommendation that all Tadawul-listed companies report their CSR
and IR practices, is also in effect proof that the Saudi authorities are ahead of this issue and are taking measures
to promote IR practices in the country (Marx & Mohammadali-Haji, 2014).

2.2 Integrated Reporting

The IR could take over the traditional reporting system for the foreseeable future (Jones & Slack, 2012; Adams
& Frost, 2008) as it is improving the way organizations think, plan, and report their business history (IIRC,
2013).

Due to their novelty, integrated reports (IR) have become an issue of interest to scholars. Some studies have
investigated the scope of voluntary corporate information disclosure practices and the factors that influence the
company's decision to participate in such practices (KPMG, 2012). Other research has focused on evaluating the
position and objectives of the IR (Dumay et al., 2016; Stacchezzini, Melloni & Lai, 2016), the key issues of the
IR system (Haller & van Staden, 2014; Higgins, Stubbs & Love, 2014) and the relationship between IR and CSR
(Adams et al, 2016; Maas et al, 2016; Sierra Garcia et al., 2015). On the other hand, there is a lack of literature
on the of IR quality assessment (Marx & Mohammadali-Haji, 2014; Ruiz - Lozano & Tirado - Valencia, 2016).

The literature has recently highlighted the determinants of IR, focusing on why companies generate integrated
reports and what are the explanatory factors for their adoption (Frias-Aceituno, Rodriguez-Ariza &
Garcia-Sanchez, 2013; Jensen & Berg, 2012; Rezaee, 2016). Other authors, through case study research, have
explored key issues in IR implementation (Burke & Clark, 2016; Havlova, 2015; Mio, 2016), and some scholars
have identified open questions in the adoption process of IR (Villiers et al., 2014; Villiers & Sharma, 2017;
Flower, 2015; Rezaee, 2016).

Integrated Reporting (IR) is a process that results in communicating value creation over time. IR provides
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concise and independent communication on how an organization's strategy, governance, performance, and
prospects lead to short, medium, and long-term value creation (Busco et al., 2013). The key objective of IR is to
improve accountability and management based on six kinds of capital, or "capitals" (financial, manufactured,
intellectual, human, social and relational, and natural). In doing this, the goal of IR is to support integrated
thinking, decision-making and actions that are focused on creating sustainable value for stakeholders.

According to IIRC (2013), IR must be made up of Fundamental Principles, Concepts and Elements. These
principles are strategic approach and future orientation, as IR should provide information on the organization's
strategy; information connectivity, since the IR report should be displayed as a comprehensive story of value
creation; stakeholder response capacity, as IR should provide information on the quality of the organization's
relationships with its key stakeholders; materiality and conciseness, since IR should provide concise information
that serves as material to assess the organization's ability to create value; reliability and integrity, as IR should
include all material issues, both positive and negative; and coherence and comparability as the information
should be presented on a basis that is consistent over time and in a manner that allows comparison with other
organizations.

Fundamental concepts of IR are represented by (1) the six capitals that an organization uses and affects; (2) the
organization's business model; and (3) the creation of value over time (Busco et al, 2013).

The elements of IR, as stated by IIRC (2013), are divided into 45 items distributed among the 6 elements:
organizational overview and outlook (6 items); governance (6 items); business model (7 items); risk and
opportunities (12 items); strategy and resource allocation (7 items); and performance (7 items).

2.3 Firm-Specific Characteristics and Their Relationship with the Voluntary Disclosure of Corporate
Information

The corporate reporting literature indicates that, in some recognizable respects, many firm-specific
characteristics influence the extent of disclosure (e.g., Cerf, 1961; Hossain ef al, 1994; Al-Bastaki, 1997; Vitolla
et al, 2020). Similarly, research on CSR practices has identified several variables for the chosen companies that
could affect the scope of such practices (for example, Hanafi, 2006). These variables include company size,
profitability, type of industry, and type of auditor.

Various theories contend that profitable companies should be able to communicate with the public by
participating in voluntary reports in order to distinguish themselves from other low-performing companies
(Larran & Giner, 2002; Marston & Polei, 2004; Bokpin, 2013). Management of high-performing organizations is
frequently encouraged to provide more voluntary details in order to help their organization's continuity and
revenue. Larran & Giner, 2002; Oyelere et al., 2003; Bokpin, 2013). Cormier et al (2005) argue that higher levels
of CSR are required from successful companies, since they can afford to finance such activities. The evidence on
profitability is mixed. Ashbaugh et al. (1999) found a positive relationship, while others (Larran & Giner, 2002;
Marston, 2003; Oyelere et al., 2003; Marston and Polei, 2004; Cormier et al., 2005; Kelton and Yang, 2008) did
not find a statistically significant relationship.

The link between company size and the degree of corporate disclosure has been thoroughly investigated, and
almost all current literature on corporate disclosure incorporates this factor in its studies (Bonson & Escobar,
2006; Kribat et al, 2013; Mawardani & Harymawan, 2020).

Bigger companies are more visible in the capital market and in society in general, so these companies are under
greater pressure to provide more disclosure (Marston & Polei, 2004; Mawardani & Harymawan, 2020). There is
evidence in many studies of a positive relationship between size and level of disclosure in both developed and
developing countries (Salama, 2003; Kribat et al., 2013; Hanafi, 2006; Rebman, 2020).

The agency theory holds that auditing helps minimize conflicts of interest between managers and investors.
(Xiao et al., 2004; Mawardani & Harymawan, 2020; Ghani et al., 2018). In general, larger audit firms have a
stronger incentive to maintain their independence and impose stricter and more extensive disclosure standards
because auditors have more to lose from reputational damage (Bonson & Escobar, 2006, Mawardani &
Harymawan, 2020). Compared to smaller auditors, large audit firms, especially international ones (called Big-4
in this study) can facilitate the spread of innovative practices, and their reputations can provide some protection
against uncertainty and better control over the visibility through the Internet. Xiao et al. (2004) and Samaha and
Dahawy (2011) found a positive relationship between them, while Kelton and Yang (2008) and Mawardani and
Harymawan (2020) did not find any significant association.

The degree of corporate information disclosure can be influenced by the industry type. Companies in the same
industry attempt to follow similar disclosure practices, and if a company within a given industry fails to comply
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with disclosure rules, it can send a negative signal to the market (Craven & Marston, 1999; Raimo et al., 2020).
According to Oyelere et al. (2003), companies operating in more prominent sectors can use IR to mitigate
potential political costs. According to Clarkson et al. (2011), most polluting industries are more likely to
participate in CSR activities due to their obvious negative impact on the environment.

3. Methodology
3.1 Research Approach and Design

This research is conducted under the empirical-analytical approach, in which a set of hypotheses is tested to
identify the degree of association between the elements of the Integrated Reporting, and between these elements
and the firm-specific characteristics in the context of the KSA. In addition, the extent and patterns of voluntary
disclosure of corporate information are studied. A cross-sectional design was used since the information
collected on the issues occurs at a single point in time, which is the end of the year 2019.

3.2 Population and Sample

For the purposes of this study, all non-financial sector companies listed in Tadawul in 2019 are considered.
Annual corporate reports of the companies were downloaded from the Tadawul website and / or companies’
websites. Financial sector companies were excluded from the study because they are subject to different types of
regulations and standards. In total, 126 companies are scrutinized, of which 15 are excluded as they did not
disclose their corporate reports, and 19 as they present outliers in some elements of the corporate report.
Therefore, the final sample was made up of 92 companies that are part of 15 industrial sectors.

3.3 Measurement of Key Constructs

The measurements used are the elements of the IR and the firm-specific characteristics. According to the
structure proposed by the IIRC (2013), the IR is made up of 45 items, distributed among 6 elements. The
measurement carried out consisted of checking, for the companies surveyed, whether or not each item is
disclosed in their corporate report. The measurement is recorded on a dichotomous scale whose categories have
the following meanings: 1 = NOT DISCLOSED, 2 = DISCLOSED.

The firm characteristics that are addressed in this investigation come from secondary sources extracted from the
Marketscreener.com and Argaam.com portals. The profitability measure used is Return of Assets (ROA), which
assesses the benefit obtained by investing in assets. The size of the company is calculated according to the
criteria of Bonson and Escobar (2006), based on its market capitalization at the end of 2019.

The type of auditor is measured by a dichotomous variable whose categories (2 and 1) indicate, respectively, if
the company is audited by any of the 4 main auditing firms of KSA or by a company other than them. Finally,
the measure of the type of company is also a dichotomous variable in which categories (2 and 1) respectively
represent whether or not the companies belong to polluting industrial sectors.

3.4 Research Hypotheses

First, the association between the elements of the IR is evaluated. By their own definition, the elements of the
corporate report must have a strong association with each other, since otherwise the report would be a group of
disconnected chapters that would reflect a chaotic organization, lacking direction and strategic orientation.
Hypothesis 1 is formulated as follows:

H1: There is a strong association between the elements of the IR.

Second, as indicated above, there is no consensus in the literature on the relationship between some firm-specific
characteristics and the voluntary disclosure of corporate information. To provide empirical evidence on these
issues, the second hypothesis is formulated as follows:

H2: There is a strong association between the elements of the IR and the Specific Characteristics of the Firm.

The third hypothesis seeks to discover whether corporate information disclosure practices among companies
listed on Tadawul are similar. It is expected that, as companies that participate in a stock exchange, the
information they disclose will have a high incidence of compliance with the guidelines of the Integrated Report
proposed by the IIRC (2013), since publishing their information under these standards is a favourable factor to
investor confidence and the value of their shares. Therefore, hypothesis 3 is stated as follows:

H3: Voluntary corporate information disclosure practices are similar among Tadawul-listed companies.
3.5 Data Collection

Data is obtained from secondary sources. The disclosure of the 45 items that constitute the 6 elements of the
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Integrated Report and the firm-specific characteristics are obtained from the examination of the corporate reports
published by the companies on the Tadawul website and their own websites. In addition, the profitability, the size
of the company, the auditor type and the type of company are extracted from Marketscreener.com and
Argaam.com portals.

With the data collected, a database of the case-variables type was built, made up of 92 rows that represent the
companies and 49 columns that represent the items of IR and the firm-specific characteristics.

3.6 Analysis Techniques
Optimal scaling statistical techniques are used to analyse the data and test the research hypotheses.

To test hypotheses 1 and 2, the Nonlinear Canonical Correlation Analysis (OVERALS) is used, after a data
reduction is previously performed using the Categorical Principal Components Analysis (CATPCA) procedure.
For example, the 6 elements from “Organizational Overview and Perspective” are reduced by means of a
CATPCA analysis to 2 components (Al and A2). In the results of this analysis, the components loadings are

obtained, which in this case are equivalent to the Pearson correlations between the items and components Al and
A2.

These component loadings reveal the contribution of each item in Al and A2. In the same way, we proceeded
with the other 5 elements of the IR; 2 or 3 components were obtained for each one of them, with their
corresponding component loadings: Governance (Bl and B2), Business Model (C1 and C2), Risks and
Opportunities (D1, D2 and D3), Strategy and Resource Allocation (E1 and E2) and Performance (F1 and F2).

The 13 components obtained, as well as the firm-characteristics, are continuous variables. As one of the
requirements of OVERALS is that these variables be categorical, each of them was discretized into 7 categories
with normal distribution. The firm-characteristics are divided into Financial Characteristics (Profitability and
Size of the Company) and Non-Financial Characteristics (Type of Auditor and Type of Industry).

With the execution of the OVERALS procedure, an optimal solution of 2 independent Dimensions is obtained,
with relevant results of Multiple Fit, Single Fit and Component Loadings that allow testing hypotheses 1 and 2,
since they reveal the associations of the sets with the Dimensions of the solution.

The 2 dimensions obtained in OVERALS are made up of scores assigned by the procedure to each company,
whose values optimize the associations between sets and dimensions. Therefore, by analysing the distribution of
companies in this two-dimensional space, Hypothesis 3 can be tested. To this end, with the 2 dimensions, a
K-Media type Cluster Analysis is performed in order to classify the companies into dissimilar groups of similar
companies. The test of hypothesis 3 is deduced from the analysis of the composition of the clusters obtained.

The calculations are performed with IBM SPSS v.21 software and MS Excel.
4. Results

4.1 Test of Hypothesis 1 (HI)

HI: There is a strong association between the elements of the IR.

To test this hypothesis, the results of the multiple fit and the single fit presented in Table 1 are analysed.
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Table 1. Multiple fit and single fit of components/variables

Multiple Fit  Single Fit

Set Name Component / Variable Dimension
Sum | N

| Organizational Overview and Outlook Al 1,064 ,855 ,145
A2 ,686 ,001  ,681
2 Governance B1 ,772 ,637 110
B2 ,380 ,090 279
3 Business Model Cl ,945 ,775 ,000
C2 ,364 ,022 338
Risks and Opportunities D1 ,822 ,801  ,001
4 D2 ,293 023 251
D3 351 ,000 347
5 Strategy and Resources Allocation El 1,048 1,005 ,009
E2 ,162 064,092
6 Performance F1 ,882 ,781 ,086
F2 ,566 044 518
7 Financial Characteristics ROA ,347 14 153
SIZE ,365 013 285
3 Non-financial Characteristics INDUSTRY ,022 ,021  ,001
AUDITOR ,235 ,016 219

For each component / variable, the multiple fit represents its discriminant power. High values of the multiple fit
mean that a variable discriminates better. Examining the multiple fit in Table 1 shows that components A1, A2,
B1, C1, D1, El, F1 and F2 are the ones that discriminate the best.

The single fit serves to break down the discriminant power in the 2 dimensions of the solution. Therefore, it is
observed that the components A1, B1, C1, D1, El and F1 mainly discriminate in the first dimension, while the
components A2 and F2 discriminate almost totally in the second dimension.

It is apparent that all the sets configured with the elements of the IR are strongly associated, since a component
of each set has a high discriminating power in Dimension 1, which allows the conclusion that H1 may be
accepted.

4.2 Test of Hypothesis 2 (H2)

H2: There is a strong association between the elements of the Integrated Report and the firm-specific
characteristics.

The examination of Table 1 shows that the 4 firm-specific characteristics have very low multiple fit values,
therefore they have little importance in the solution obtained. To verify this assertion, a bivariate correlation
analysis (Spearman's rtho) is performed. This matrix is shown in Table 2.

Table 2. Matrix of bivariate correlations of the characteristics of the firms and the dimensions of OVERALS

ROA SIZE INDUSTRY AUDITOR Dimension1 Dimension 2

Correlation coefficient (Spearman's rho) 1,000

ROA ) .
Sig. (bilateral)
SIZE Correlation coefficient (Spearman's tho) ,522" 1,000
Sig. (bilateral) ,000
Correlation coefficient (Spearman's rho) ,059  ,045 1,000
INDUSTRY
Sig. (bilateral) 574,669
Correlation coefficient (Spearman's tho) ,125  -020  -.216" 1,000
AUDITOR
Sig. (bilateral) 237  ,853 ,040
) ) Correlation coefficient (Spearman's rho) -,096 -,044 085 ,139 1,000
Dimension 1
Sig. (bilateral) ,365 ,680 419 ,189
) ) Correlation coefficient (Spearman's tho) ,181  -,309™ -,133 479 121 1,000
Dimension2 .
Sig. (bilateral) ,083  ,003 ,207 ,000 251

* Significant at p < 0,05.
** Significant at p < 0,01.
Source: Author (2021).
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This analysis detects that Dimension 2 has a positive correlation (p = 0.479) with the type of auditor and a
negative correlation (p = -0.309) with the size of the company. Both are weak, but significant, as p <0.01.

The elements of IR are associated in dimension 1 while the type of auditor and the size of the company correlate
with dimension 2. Since these dimensions are independent of each other, the test of hypothesis 2 concludes that
H2 is not acceptable.

4.3 Test of Hypothesis 3 (H3)

H3: The practices of voluntary disclosure of corporate information are similar among companies listed on
Tadawul.

The OVERALS analysis obtained a 2-Dimensional solution consisting of standardized scores assigned to the
companies in each dimension, in such a way as to optimize the associations between the sets and the dimensions.

Therefore, these coordinates can be represented in a two-dimensional space to observe the distribution of
companies based on their disclosure practices (dimension 1) and their firm-specific characteristics and
sustainability perspectives (dimension 2).

To better observe the distribution of companies in these dimensions, a K-means clusters analysis was performed,
which yielded 3 clusters that have the maximum dissimilarity between them, and maximum similarity between
the companies that make up the study. These results are represented in Figure 1 and Table 3.

cluster 1

cluster 2

Figure 1. Cluster of companies in OVERALS’ dimensions

Table 3. Cluster analysis

Distance between Centres
Cluster Dimension 1 Dimension 2 N° of Companies

2 3
0,90 0,79 29 0,000
-1,20 0,34 33 2,148 0,000
0,44 -1,13 30 1,974 2,202 0,000

This analysis shows the companies classified into 3 clusters; whose centres are separated from each other by
distances close to 2 standardized units. Cluster 1 is made up of 29 companies that are characterized by
extensively practicing the disclosure of their corporate information, at the same time including the concept of
sustainability in their perspectives. They are the companies that employ big auditing firms, and their size is
slightly above the general average of the companies studied.

Cluster 2 has 33 companies whose main characteristic is that their corporate information disclosure practices are
poorly developed, but that takes into account their sustainability in the present and future perspectives. Its size is
somewhat higher than the general average for companies.

Finally, cluster 3 includes 30 companies with good practices for disclosing their corporate information but,
which do not disclose their strategic orientation towards sustainability. In general, they are companies of a size
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somewhat below the average, audited by firms other than the big and most prestigious. This analysis shows
differences in the corporate information disclosure practices among the companies studied; therefore it is
concluded that H3 is not to be accepted.

Table 4 shows the structure found in the OVERALS and CATPCA analyses, as well as the statistics that reveal
the association of the items, components and dimensions in the solution; the single fit supports the association of
the sets with the dimensions, while component loadings support the association of the items with the
components.

Table 4 reveals that all the elements of the IR are associated in Dimension 1 of OVERALS, through components
Al, Bl, C1, D1, El and F1. This dimension is called "Disclosure Practices." On the other hand, in Dimension 2
of OVERALS the size of the company, the type of auditor and 2 components of the IR (A2 and F2) that have to
do with sustainability and the present and future perspectives of the company are represented.

This dimension can be called “Firm-Specific Characteristics & Sustainability”. Both dimensions run on a
continuum of standardized values in a range from -2 (Low) to 2 (High).

Table 4. Relevant associations in OVERALLS and CATPCA

OVERALS CATPCA
Single Fit Component
Set Name Variable = Dimension Item Description Dimension
1 2 1 2
2 Stating ethics and values 0,791

Providing implications for future
4 . 0,597
L financial performance
Organizational Al ,855

. 5 Describing report boundaries 0,659
1 Overview and

Describi fi k
Outlook p escribing frameworks used t00,606

quantify material aspects
Integration of sustainability within

A2 ,681 1 o . 0,715
Mission/Vision

Actions taken to influence and

8 monitor strategic direction of the 0,739
organization
2 Governance B1 ,637 9 How the organization’s leadership0814

engage with key stakeholders

1 Promoting and enabling innovation0 662
by those charged with governance ’

13 Materiality aspects 0,736
Business 16 Improving processes 0,605
3 Cl 775 .. s
Model 17 Employee training on sustainability 0,691
18 Managing supplier relationships 0,724
23 External economic opportunities 0,655
External environmental
25 . 0,600
opportunities
Risks and . .
4 . D1 ,801 27 External social opportunities 0,651
Opportunities .
28 External legal risks 0,615
30 Assessment of potential risk 0,706
31 Assessment of potential opportunity 0,719
Measures for assessing strate
34 , , £ 0,673
implementation
Stakeholders’ insights form part of
Strategy and 35 o, 0,762
the organization’s strategy
5 Resources El 1,005 . .
. Changes in the business model to
Allocation 37 0,798

implement the strategies

How the strategies respond to
38 . . 0,755
external risks and opportunities
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Explaining responses to stakeholder

41 0,701
needs
KPIs  linking financial  and
F1 ,781 44 . 0,908
non-financial measures
6 Performance )
Performance restraints due to
45 . 0,889
regulatory compliance
Link between current and future
,518 43 0,818
outlook
Financial
7 L F2 ,285 -0,309
Characteristics

Non-financial
8 . ,219 0,479
Characteristics

4. Results

Concerning the first hypothesis, the findings show that all of the elements of the integrated report are represented
by a component with high discriminating power in Dimension 1 of OVERALS. This table also shows that 24 of
the 45 initial items make up the structure of these components due to high component loading values. This
empirical evidence suggests that there is a strong association between the elements of the IR that companies
disclose. This finding supports the studies of Abeysekera (2013), Atkins and Maroun (2015) and Busco et al
(2013).

The examination of H2 reveals that the 4 characteristics of the scrutinized firms have a very low discriminant
power in both dimensions. These values show that the firm-specific characteristics are very weakly associated
with the dimensions of OVERALS. In the analysis of bivariate correlations, dimension 2 has weak but
significant correlations with the type of auditor and the size of the company.

The elements of the IR and two of the firm-specific characteristics are associated with different dimensions;
therefore, it is concluded that there is no association between them. These findings support the studies by
Cormier et al. (2005), Kelton and Yang (2008), Larran and Giner (2002), Marston (2003), Marston and Polei
(2004) and Oyelere et al. (2003), who did not find any statistically significant relationship between the elements
of IR and profitability. In addition, they contradict the states of Hanafi (2006); Kribat et al. (2013); Rebman,
(2020) and Salama (2003), who found a positive relationship between these. Third, they contradict the study of
Clarkson (2011), who found an association between polluting industries and information disclosure practices
related to CSR. Finally, the findings support the studies of Kelton and Yang (2008) and Mawardani and
Harymawan (2020), who did not find a significant relationship between the variables.

The third issue addressed in this research is the similarity in the corporate information disclosure practices of
companies listed on Tadawul.

As a result of the OVERALS analysis, three clusters of companies were obtained in different quadrants of the
two-dimensional space (Figure 1). In cluster 1, there are companies with high standards of corporate information
disclosure. Cluster 2 includes companies with limited disclosure practices, and cluster 3 includes the companies
with good disclosure practices.

The grouping of companies in heterogeneous clusters, with different disclosure practices and with different
extents of consideration for their sustainability, mean a lack of similarity between them. For this reason, it must
be concluded that there is difference in extents of corporate information disclosure practices among companies
listed on Tadawul.

Regarding the extent of disclosure practices among Saudi companies, Aldosari and Atkins (2015) reported that
81% (47 of 58) of companies published corporate reports in 2012; they identify a growing trend over time. In
this research, 88% disclosure was achieved (111 out of 126) at the end of 2019. Of the 111 companies that
disclosed their corporate report, 92 (83%) presented consistent data, and were included in the analyses performed.
Of these 92 companies, it was evidenced that 59 (64%) (clusters 1 and 3) have high standards of disclosure and
integration of their corporative information, in accordance with the IIRC guidelines. 36% (cluster 2) have
limitations in the information disclosed in their reports.

5. Discussion

The optimal scaling procedures used in this study allowed us to identify the 24 items of the integrated report that
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are most relevant in the context of Tadawul, as well as how they are related. It is also clear that, in this context,
the firm-specific characteristics run in a different dimension than the IR elements, implying that there is no
relationship between the two. Of course, given the lack of agreement among scholars on this topic, more
empirical evidence is required to clarify this point. Finally, optimal scaling techniques are used to obtain
measures that maximize the existing associations between variables.

The research implications of this study are to be considered by regulatory bodies, as the issue of this study
provides some important insights on the disclosure of corporate practices; by capital markets structure as well as
by companies, as IR tends to become an important issue in the business environment.

In this research, a strong association is evidenced between the elements of IR, thus complying with the principle
of information connectivity. Of the 45 items in the integrated report, 24 of them form the structure of its elements,
which are strongly associated in the same dimension. On the other hand, the firm-specific characteristics are
weakly associated in a different dimension to the elements of IR. For this reason, in our research, it is concluded
that IR is not associated with the firm-specific characteristics. Finally, differences are found in corporate
information disclosure practices between Saudi Arabian companies. Overall, the present study offers an in-depth
analysis of IR practices in KSA and reveals the connections between their elements as well as concluding weak
corelations between firm-specific characteristics and the IR practices.

The research implications of the present research rely in the need of a new perspective into the IR studies,
alongside with the need for further research into the implications of IR. This paper brings upfront the corellation
between the IR elements, the correlation between some firm specific characteristics and the IR elements, as well
as it dives into the corporate information disclosure practices between companies that are listed at Tadawul. The
implications of this paper are useful for both practitioners as it offers a broad image of the use of IR practices
and their correlation to the firm characteristics, as well as to schoolars as it gives a perspective on further
research needed in the area of Integrated Reporting and its use in the Saudi Arabian business environment.

This study encompasses the data from 2019 only, therefore more studies are need within this area, especially
studies using multilinear data. Beside this, the present study offers a study methodology for the analysis of Saudi
Arabia companies in the context of Integrated Reporting, with a focus on the relation between firm
characteristics and discosure practices. Therefore, optimal scaling procedures are techniques that should be
considered in future research related to IR, as they allow the analysis of all the structures and relationships of the
issues of interest. Future studies should also imply working with multiple years as this would allow for a
tendency analysis.
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