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K. P. Venugopala Rao (India), Farha Ibrahim (India)

CORPORATE REPORTING
BEHAVIOR: FACTORS
INFLUENCING THE ADOPTION
OF INTEGRATED REPORTING
IN INDIA

Abstract

Corporations have a responsibility to provide a fair view of their financial state to their
stakeholders. To facilitate the reporting process, the IFRS recommends the integrated
reporting framework, which firms may may adopt voluntarily. This study examines
the motivations of management in voluntarily disclosing capitals-related information
in annual reports of companies listed on the Nifty Metal Index and their willingness
to adopt the IR framework. It also empirically investigates how a company’s long-term
and short-term goals impact integrated reporting adoption. The Integrated Reporting
Capitals Index (IRCIN) was constructed to study the reporting behavior of companies
within the specified framework. The reporting patterns within the metal industry are
analyzed by employing the fixed effects model. Results highlight the interconnected-
ness of financial and non-financial capital dimensions in corporate reporting practices,
albeit with a strong emphasis on financial capital. The average word count describing
the financial capital was high, while the intellectual capital was the lowest. Strategic
management evaluated via cash flow from investing activities proved statistically sig-
nificant at the 5% level. Similarly, short-term goals indicated by profit after tax were
found to play a crucial role in encouraging corporations within the Nifty Metal Index
to adopt the integrated reporting framework. Conversely, book value per share exhib-
ited a negative coefficient, indicating a historical disconnect with the reporting enti-
ties. These insights suggest that the adoption of the integrated reporting framework by
management is driven by strategic goals, short-term objectives, and overall company
performance.

Keywords integrated reporting, Nifty Metal Index, financial
performance, strategic management, voluntary
disclosure

JEL Classification D22, M41, M48

INTRODUCTION

Through annual reports, companies strive to furnish comprehensive
performance-related information to stakeholders, extending it to their
plans in both quantitative and qualitative terms. Information on the
companies’ overall contribution to economic, environmental, and so-
cial aspects helps the stakeholders to make informed decisions. As the
conventional financial reporting system is found to be inadequate in
capturing the overall impact of the contributions on society, compa-
nies are moving beyond traditional financial reporting and embrac-
ing integrated reporting. Integrated reporting works on the premise
of integrated thinking (Dimes et al., 2023), which involves aligning
financial and non-financial information holistically, thereby overcom-
ing the limitations of conventional financial reporting and enhanc-
ing the relevance and quality of reporting. Integrated reporting (IR)
framework adoption in India is voluntary, and with a soft nudge from
the regulatory authorities, many companies have resorted to the IR
framework. Understanding the drivers behind the adoption of IR by
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steel manufacturing companies, an industry that makes a significant contribution to the Indian econ-
omy, can bring regulatory interventions to promote transparent and sustainable reporting practices.
Moreover, the insights gained from adopting IR frameworks can guide management strategies and deci-
sion-making processes within organizations. Based on this thought,the following research problems are
framed to study the motivations and determinants driving the adoption of integrated reporting among
steel manufacturing companies listed on the Nifty Metal Index in India:

a) What dominates the reporting information in the integrated reporting framework?
b) Are short-term and long-term goals of the companies the drivers of the IR framework?

Integrated reporting provides information about the resources an organization employs and its related
outputs, known as “the capitals,” which fluctuate due to the organization’s operations and its interac-
tions with the external environment and other capitals, thus generating value over time. The IR frame-
work comprises six capitals: financial, manufactured, human, intellectual, natural, and social and rela-
tionship. These capitals gauge short-, medium-, and long-term performance, aiding the stakeholders in
decision-making. Organizations interact with various capitals, each holding varying degrees of signifi-
cance depending on the organization’s needs (Jensen & Berg, 2012). In the Indian context, regulatory
bodies like the Securities and Exchange Board of India (SEBI) has urged the top 500 listed companies

to adopt the IR framework.

1. LITERATURE REVIEW
AND HYPOTHESES

Integrated reporting adds transparency and ac-
countability in reporting as it covers key ele-
ments like performance assessment, strategic
communication, risk management, governance
disclosure, shareholder value, compliance, stake-
holder engagement, brand perception, and inves-
tor relations, thereby enhancing stakeholder’s
trust and their decision-making abilities (Nistor
et al., 2019). As of 2022, over 2500 companies
across 70 countries have adopted Integrated
Reporting (IFAC, 2022), while it is still in the
early stages of adoption and is gaining traction
in emerging economies (Navarrete-Oyarce et al.,
2022). This trend is likely to significantly affect
the transparency of companies’ annual reports.
In today’s modern business landscape, the sig-
nificance of intangibles, such as knowledge, in-
novation, and adaptability, in financial reporting
cannot be overlooked (Guthrie & Petty, 2000). To
comprehensively understand the firm’s opera-
tions, stakeholders must establish a connection
between the intangible and tangible elements and
link the inputs with outputs. Integrated report-
ing not only assists in fulfilling regulatory obliga-
tions but also enhances corporate reputation and
fosters trust among various stakeholders by dis-
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cussing the performance of various capitals and
sustainability (Hoque, 2017). This also confirms
best practices of corporate reporting, emphasiz-
ing the importance of transparent communica-
tion with various stakeholders (IFAC, 2015). By
choosing voluntary disclosure of information,
managers can effectively communicate pertinent
details like investment opportunities and financ-
ing policies (Wen, 2011). Information that is vital
in decision-making, when disclosed voluntari-
ly in the annual reports, signals the sharehold-
ers that the management is acting in their best
interests, leading to increased trust in the com-
pany, thereby potentially boosting its valuation
(Vitolla et al., 2020).

The existing literature on voluntary disclosure
is drawn from various theoretical perspectives,
Jensen and Meckling’s (1976) agency theory sug-
gests managers should disseminate specialized
information to enhance the firm’s value, reduce
capital costs, and alleviate information asym-
metry between themselves and shareholders.
Scholars of agency theory advocate for expand-
ing the scope of disclosed information and em-
ploying it as a strategic tool to convey the overall
contribution of firm performance (Omran & El-
Galfy, 2014). Another theory that propagates the
benefits of voluntary disclosure is the theory of
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capital needs. While seeking to meet their capital
requirements for expansion, companies strategi-
cally utilize voluntary disclosure of information
to communicate with investors to make more
informed and economically valuable predic-
tions about the company’s trajectory. Managers
strategically utilize voluntary disclosure to com-
municate positive outcomes by sharing favorable
news and simultaneously demonstrating trans-
parency by disclosing any adverse developments
and outlining efforts to address potential future
losses. In instances where firms exhibit profit-
ability, managers are inclined to engage in sig-
nificant voluntary disclosure to signal their fi-
nancial health, boost investor confidence, and
enhance overall financial performance (Albitar
et al., 2020). Further, the signaling theory advo-
cates that companies opt to disclose information
beyond mandatory requirements to capture in-
vestors’ attention, diminish information asym-
metry with stakeholders, and signal their orga-
nizational capabilities (van Zijl et al., 2017). The
legitimacy theory provides another insightful ex-
planation for voluntary disclosure; organizations
seek to secure social approval for their actions by
embracing higher levels of transparency, a con-
cept further supported by the positive reception
gained through increased transparency in cor-
porate practices (Campbell et al., 2003; Farooq
& Maroun, 2017). Transparency, as achieved
through voluntary disclosure, is one of the stra-
tegic approaches companies adopt to legitimize
their practices and activities, also demonstrat-
ing compliance with stakeholders’ expectations
(Ashforth & Gibbs, 1990).

Each company presents its information in its
unique style; however, the importance of detail-
ing certain capitals may vary. Emphasis on specif-
ic capitals as per the IR framework underscores
their pivotal role in a structured manner of re-
porting to evaluate organizations’ sustainability
and performance. In the realm of disclosures of
capitals, the significance of materiality and eco-
nomic consequences has a significant influence
(Barth et al., 2017; Cerbone & Maroun, 2020).
Providers of financial capital have a predomi-
nant influence in integrated reporting, as they
wield considerable impact through market pres-
sures (Mahonen, 2020). Financial capital takes
priority to ensure the organization’s continuity
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and sustainability by aligning with other capi-
tals (Anifowose et al., 2020). This indicates the
need to navigate trade-oft decisions among dif-
ferent capitals (Camilleri, 2017; Almasan et al,,
2019), particularly for significant investments in
manufactured capital like automation and robot-
ics, which could decrease human capital while
increasing financial capital. Consequently, it
becomes apparent that positive impacts on one
form of capital may entail corresponding nega-
tive ramifications for another, exemplifying the
nuanced interplay within the complex web of
capital dynamics.

Human capital, as defined by Stewart (1997), en-
compasses the skills, competencies, and abilities
of individuals and groups within an organiza-
tion, which are crucial to quantify in discovering
the valuation of the firms. It is a reservoir of em-
ployee values manifested in the firm’s employees
and managers’ knowledge, competencies, skills,
experiences, abilities, and talents (Brummet et
al., 1968). It was found that human capital dis-
closures are highest in the manufacturing sector
(Kamath, 2021). Schwartz (2007) and Sofian et
al. (2011) bolster the argument that intellectual
capital, when integrated with information from
financial statements, provides valuable insights
into the market value of firms. Effective intel-
lectual capital management yields many advan-
tages, ranging from increased market value and
improved communication to optimized potential
utilization and enhanced value creation ability
(Farneti et al., 2019). Bontis et al. (2000) investi-
gated the impact of the three integral components
of intellectual capital, namely human, structural,
and relational, on business performance within
the context of Malaysian industries. The results
suggest a significant influence of intellectual cap-
ital components on business performance and,
notably, a complex interrelationship among these
components.

Social capital, the network of relationships and in-
teractions among people and organizations, facili-
tates cooperation, trust, and reciprocity. Research
studies on the adoption of integrated reporting
with a focus on intellectual, human, and social
capital indicate its role in enhancing legitima-
cy through the cultivation of trust, reputation,
and social capital (Farneti et al., 2019; Camilleri,
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2017). Dilling and Caykoylu (2019) examined the
quality of integrated reports (IRQ), such as capi-
tals, content elements, readability, and material-
ity and points out that there is a significant scope
for enhancement of the reporting quality globally.
Malola and Maroun (2019) indicate that in South
Africa, as integrated reporting evolves, the influ-
ence of external factors diminishes in shaping the
quality of reporting while internal processes be-
come increasingly significant. An analysis of re-
porting practices adopted by companies engaged
in the Belt and Road initiative revealed a notable
influence on the quality of accounting informa-
tion for companies operating in key industries as-
sociated with the initiative (Xu & Hu, 2023).

The literature review suggests that numerous stud-
ies on integrated reporting globally have been in-
clined toward studying the management theories
that drive companies to disclose information vol-
untarily to their shareholders and the interplay
between different capitals in the IR framework.
There is a unanimous voice regarding the impor-
tance of the IR framework. However, there exists a
research gap in the studies determining the com-
pany’s specific goals that motivate managers to
adopt the IR framework in India; it is more than
just an academic void; it holds practical implica-
tions for the company’s and its investors’ well-be-
ing. Against this background, the study of the IR
framework and the drivers of the management to
report in this format are paramount. This study
extends the current knowledge in the field of inte-
grated reporting by empirically investigating the
impact of a company’s long-term and short-term
goals on its adoption of integrated reporting. It
also analyzes the management motivations be-
hind this adoption and the voluntary disclosure
of information related to the six capitals. The in-
formation of six capitals is analyzed to identify
the reporting behavior. The hypotheses designed
to scrutinize the behavior of the management in
reporting within the IR framework are as follows:
HOI: There is no significant relationship between
firm performance and the tendency to report
in the IR framework.

HO02: Firms’ strategic plans have no significant ef-

fect on the tendency to report in the IR
framework.
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2. METHODOLOGY

The paper explores the adoption of the integrated
reporting (IR) framework within the Nifty Metal
Index comprising 15 companies, of which seven
have embraced the IR framework. However, only
five companies were selected for analysis as they
have been consistent in reporting within the IR
framework from 2019 to 2020. Data from 2020 to
2023 sourced from integrated annual reports of
companies and the Money Control website were
analyzed. In accordance with the IR framework,
the information in integrated annual reports is
categorized under six capitals. Each company de-
scribes the capitals as per the IR framework using
metrics aligned with their reporting methodolo-
gies to quantify the inputs and outputs delineating
the organizational performance. The Integrated
Reporting Capitals Index (IRCIN) was construct-
ed through content analysis utilizing the frequen-
cy of words method. Words related to each capi-
tal were extracted from the annual reports and
grouped accordingly. These words were then tal-
lied to determine their frequency within each cap-
ital section. By meticulously counting each word’s
appearance, their frequencies were combined to
create IRCIN. The index also reflects the growth
in integrated thinking relative to the base year.

Using a fixed effects model on a balanced panel
dataset, the study aims to elucidate the impact of
strategic management on companies adopting the
integrated reporting framework. The fixed effects
model addresses entity-specific variations and
incorporates unobserved heterogeneity like loca-
tion, size, technology, customer base, etc., which
may correlate with independent variables. By con-
trolling these unobserved factors through entity-
specific fixed effects, the model aims to provide a
more precise estimation of the impact of indepen-
dent variables, such as profit after tax (PAT), book
value per share (BVPS), and net cash flow from
investing activities (NCFFIA) on the dependent
variable IRCIN (Integrated Reporting Capitals
Index).

The book value per share as a metric is employed
to assess the intrinsic value of a company’s equity.
The book value per share provides insights into the
net asset value attributable to each share of com-
mon stock. It is used as a proxy for the company’s
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past actions and is the net worth of assets reported
by the firm (Fama & French, 1992).

PAT reflects the culmination of various opera-
tional activities, strategic decisions, and external
factors influencing a company’s financial perfor-
mance, making it a comprehensive metric to pro-
vide insights into its short-term and long-term
performance aspects by assessing its ability to gen-
erate sustainable earnings over time. The PAT as a
metric is widely employed and discussed for eval-
uating financial performance (Venugopala Rao et
al., 2023). This variable is considered as a proxy for
representing the achievement of the firm’s short-
term goal.

NCFFIA serves as a proxy for long-term goals
when combined with other financial metrics and
qualitative factors (Fama, 1990; Schwert, 1990).
Substantial investments in acquisitions, joint ven-
tures, and research and development initiatives
aimed at long-term strategic goals, like market
expansion, product diversification, or techno-
logical innovation, may signify large outflows in
NCFFIA. It also provides significant signals about
the growth of the firm. Conversely, the positive
cash flows can also provide information on sus-
tainability and commitment to repay long-term
obligations. Integrated reporting quality is related
to the realized future cash flows depicting the in-
vestment efficiency (Barth et al., 2017).

Through this approach, the study endeavors to
mitigate potential omitted variable bias and of-
fer nuanced insights into the factors influencing
integrated reporting adoption within the metal
industry.

The equation is modeled as

IRCIN,, + B, + B BVPS, + 5,PAT, 0
+B,NCFFIA, +a, +¢,,

IRCIN, (Integrated Reporting Capital Index),
measures the inclination to report in IR frame-
work, representing the dependent variable for en-
tity i at time £, BVPS, (Book Value per Share),
PAT, (Profit after Tax), and NCFFIA, (Net
Cash flow from Investing Activities) denote the
independent variables for entity i at time ¢ respec-
tively. £,, B, B,, and B, are coefficients, ¢,
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represents the entity-specific fixed effect for entity
i, capturing time-invariant characteristics of each
entity that affect the dependent variable. £, is the
error term that represents unobserved factors and
random error in this model.

On inclusion of ¢, it controls for time-invariant
heterogeneity across entities, allowing for the esti-
mation of the effects of time-varying independent
variables BVPS,, PAT,, and NCFFIA, on the
dependent variable /RCIN, while mitigating po-
tential omitted variable bias.

3. RESULTS

To gauge the inclination of statement preparers to-
ward a specific capital, the average word count of
each capital is examined (Table 1).

Financial capital has a prominent focus, with a
substantial average word count of 344.8, suggest-
ing the emphasis laid by the companies on finan-
cial aspects, including financial strategies, perfor-
mance, investments, and other related topics in its
reporting behavior.

The attention given to manufactured capital is
noteworthy, as evidenced by its second-ranking
position, with an average word count of 199.85.
Within the manufacturing sector, detailed infor-
mation on the topics related to physical assets, in-
frastructure, and production capabilities under-
score its significance in corporate reporting.

Natural capital describes the aspects related to
environmental and natural resources having a
substantial average word count of 72.2. It also in-
cludes discussions on sustainability, environmen-
tal impact, and conservation efforts. Sustainability
in this sector needs attention as this also relates
to the mining sector and restoring of the environ-
ment finds a relatively important place in the order
of ranking of the capitals.

Social and relationship capital has a notable
average word count of 61.65. This suggests a
considerable focus on topics related to social
responsibility, community engagement, and re-
lationship-building with stakeholders and the
community at large.
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Table 1. Combined average word count of capitals 2020-2023

Capitals Financial %Manufactured% Natural Social and Relationship Human Intellectual
P Capital Capital : Capital Capital Capital Capital
Average words 344.8 199.85 72.2 61.65 40.15 25.95

Human capital registers a moderate average word
count of 40.15, encompassing topics on workforce
development, employee engagement, and human
resource management. Surprisingly, it is posi-
tioned at the penultimate rank, which otherwise
deserves greater attention, considering that capac-
ity building remains at the crux of any business
operations.

Intellectual capital holds a relatively lower average
word count of 25.95, placing it at the bottom of the
ranking order. This suggests a comparatively less
detailed exploration of topics concerning intellec-
tual property, innovation, and knowledge assets
compared to other capitals.

Table 2 presents descriptive statistics delineating
the characteristics of the IRCIN, BVPS, PAT, and
NCFFIA variables. The mean value indicates a
substantial 70% growth in IRCIN from the base
year, 2019-2020. The mean of the BVPS stands at
Rs.251 with a median of Rs.149.7; the substantial
difference indicates a diverse range of firm sizes
and capitalization within the index. Similarly, the
mean of NCFFIA is at Rs.5913 crores, which dif-
fers from the median of Rs.4164 crores, reflecting
the average cash investments across the selected
companies; a similar deviation is observed in
PAT, suggesting diversity within the cohort stud-
ied. The skewness and kurtosis coefficients reveal
right-skewed distributions, while the Jarque-Bera
exhibits significant deviation from normality for

Table 2. Descriptive statistics

PAT and BVPS, pointing out that the distribu-
tion of these variables is non-normal. It is a com-
mon feature that financial time series data often
deviate from a normal distribution due to various
factors, such as market volatility, underlying eco-
nomic conditions, and cyclical movements in the
industry.

The analysis of the relationship between the de-
scriptions of all six capitals and IRCIN, as present-
ed in Table 3, reveals a strong positive correlation
between IRCIN and financial capital, as well as
manufactured capital indicating a strong align-
ment in the language used to portray these capi-
tals. Furthermore, a moderate positive correlation
with social, human, and natural capitals indi-
cates a modest relation between these constructs.
However, intellectual capital exhibits a weak rela-
tionship at 0.03, implying a contrasting narrative
in portraying these capitals relative to corporate
governance theory.

Further scrutiny of the relationship between the
dependent variable, IRCIN, and the firm-specif-
ic factors presented in Table 4 unveils a correla-
tion of approximately —0.183 between IRCIN and
BVPS. This negative correlation implies a weak
inverse relationship between IRCIN and BVPS;
as book value increases, the inclination to report
in the IRCIN decreases slightly, and vice versa.
Conversely, the correlation coefficient between
IRCIN and PAT is approximately 0.537, indicating

Statistic IRCIN BVPS NCFFIA PAT
Mean 170.0226 215470 2913696 ' 8956.843
Median 169.0516 149.7750 —4164.500 7759.840
Meximum 2837027 958 8700 . 6562000 4110016
Minimum 100.0000 30.61000 -19586.00 —4743.000
Std. Dev. 53.88120 249.3240 7362.845 10358.19
Skewness 0.251883 1630996 ..7038%084 1575188
KUrtOsIS 2:361266 4540079 2158856 2.742546
Jarque-Bera 0.551468 10.84370 1.094225 14.53869
Probabilty 0759015 0.004419 .. 0578618 0.000697
UM 3400451 2030940 . T1182739 179136.9
SumSg.Dev. 55160.49 1181087. 1.03E+09 2.04E+09
Observations 20 20 20 20
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. . . Social and
Variable and Financial Human Intellectual | Manufactured | Natural . .
. IRCIN . . R : . : R ¢ Relationship
Capitals Capital Capital Capital Capital Capital R
Capital
JRCIN o .....3..1000000 : 0711214 @ 0394798 : 0.030964 0.538923 0356853 0463475
_Financial Capital © 0711214 1.000000 . 0418125 .  -0.212527 0765414 -0.132750 0167747 .
Human Capita 0394798 : 0418125 1 1.000000 : 0721509 0.183504 -0.054106 0.5:
gsi'ilcwa' 0030964 | -0.212527 | 0721509 1.000000 ~0.313411 0038782 | 0.585310
S e e e e
Capital 0.538923 0.765414 0.183504 -0.313411 1.000000 0.000590
Natural Capital | 0356853 0132750 -0.054106 003872 ~0.074276 ~0.253960
Social and :
Relationship 0.463475 0.167747 0.534041 0.585310 0.000590 i —0.253960 1.000000
Capital i i

a relatively strong positive relationship. Likewise,
the correlation coefficient between IRCIN and
NCFFIA is approximately 0.13, suggesting a mod-
erate positive relationship.

Table 4. Correlation of dependent and
independent variables

Table 5. Fixed effects model

Dependent Variable: IRCIN

Method: Panel Least Squares

Sample: 2020 2023

Periods included: 4

Cross-sections included: 5

Total panel (balanced) observations: 20

Variable Coefficient: Std. Error | t-Statistic. Prob.

Variables |  IRCIN BVPS NCFFIA @ PAT
IRCIN ¢ 1.000000 :-0.183471 i 0.132465 | 0.537999
BVPS  -0.183471 | 1000000 -0.302352 0407362
UNCFFRIA 13246 30235 00000C 130675
PAT ©0.537999 | 0.407362 :—0.130675 : 1.000000

BVPS . -0.183794 | 0052238 -3.518396 . 0.0042
 NCFFIA 0007531 | 0002617 2877634 = 0.0139
PAT ©0.000962 i 4.088172 0.0015
Co2255776 2453117 | 9195553 . 0.0000
R-squared 0.740837

Table 5 presents the results of regression. The coef-
ficient of book value per share (BVPS) is negative
(-0.1837), indicating that higher book values cor-
respond to a decreased propensity to describe the
capitals outlined in the IR framework, suggesting
that the performance resulting from the past strat-
egies may not strongly drive management to re-
port on all capitals. In contrast, the coefficient for
net cash flow from investing activities (NCFFIA)
is positive 0.007 and significant, implying that a
higher net cash flow from investing activities cor-
responds to an increased word count in IRCIN de-
scriptions. It indicates that companies with great-
er long-term investment activities tend to provide
more detailed descriptions in their integrated re-
porting, reflecting a strategic focus on long-term
goals. Similarly, the positive and statistically signif-
icant coeflicient for profit after tax (PAT) suggests
that higher levels of profitability are associated
with more elaborate descriptions of capitals with-
in the IR framework. Every unit increase in PAT,
which describes the short-term goals and perfor-
mance of the firm, corresponds to a 0.003-word
increase in IRCIN.

http://dx.doi.org/10.21511/ppm.22(2).2024.35

With an R-squared value of around 74%, the mod-
el demonstrates that the independent variables
explain a substantial proportion of the variation
in IRCIN, hence rejecting HO1 and H02. This in-
dicates that the firm-specific variables, such as
NCFFIA, PAT, and BVPS, which are a proxy to the
long-term goals and short-term goals, significantly
influence IRCIN; however, BVPS deviates slightly
from the expected behavior as per the theory.

4. DISCUSSION

The results of the average word count indicate
that descriptions of financial capital received
the highest average word count among the six
capitals, followed by manufactured capital, nat-
ural capital, social and relationship capital, hu-
man capital, and intellectual capital. This hier-
archical distribution can be attributed to the
capital-intensive nature of the industry, partic-
ularly within the manufacturing sector, where
emphasis on these capitals seems pertinent.
However, the lower ranking attributed to intel-
lectual capital, a domain often associated with
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long-term strategic considerations, suggests a
potential oversight in recognizing its signifi-
cance within the analyzed context. By analyz-
ing the relationship between the descriptions
of all six capitals and the Integrated Reporting
Capitals Index, valuable insights are provided
into interconnectedness and divergent perspec-
tives of corporate reporting practices, elucidat-
ing the nuanced relationship between financial
and non-financial capital dimensions within
organizational discourse. Further investiga-
tion into the correlation between the dependent
variable, Integrated Reporting Capitals Index
(IRCIN), and firm-specific factors reveals a pos-
itive correlation, indicating a relatively strong
positive relationship between PAT and IRCIN,
suggesting that higher profitability is associated
with higher IRCIN and could be predictive in
nature. The positive correlation, albeit weaker,
implies that net cash flow from investing activi-
ties is related to the content describing the cap-
itals as per the IR framework. This highlights
the importance of maintaining healthy cash in-

vestments, which could potentially enhance the
IRCIN. Profit after tax (PAT) and book value
per share (BVPS) have a significant influence
in driving accounting professionals to adopt
communication in line with the International
Integrated Reporting Council (IIRC). BVPS
exhibited an inverse relationship with IRCIN,
which is statistically significant. This means
that the book value has a notable impact on how
capitals are portrayed in company disclosures.
These findings resonate with Baboukardos and
Rimmel’s (2016) study on companies listed on
the Johannesburg Stock Exchange (JSE). The
positive and statistically significant coeflicient
of profit after tax (PAT) underscores a notable
relationship between PAT and IRCIN. This find-
ing aligns with Cho (2023) who emphasized the
impact of financial performance indicators like
PAT on integrated reporting practices. Higher
profits after tax often signify a company’s finan-
cial health and success, showcasing its ability to
generate sustainable returns and distribute re-
sources across different forms of capitals.

CONCLUSION

This study explores the nuanced relationship between financial and non-financial metrics reported
as per the integrated reporting (IR) framework, with a focus on companies within the Nifty Metal
Index in India. It investigates the motivations behind management’s voluntary disclosure of cap-
itals-related information in annual reports and their willingness to embrace the IR framework.
Additionally, it aims to uncover the factors influencing their reporting behavior, particularly exam-
ining the influence of the company’s long-term and short-term goals on its adoption of integrated
reporting.

The content analysis highlights a preference for financial and manufactured capitals over intangible
capitals. Results from the fixed effects model show compelling relationships between the Integrated
Reporting Capitals Index and firm-specific factors. A positive coefficient in net cash flow from in-
vesting activities indicates a significant association, suggesting that strategic investments influence
companies’ reporting as per the IR framework. Additionally, profitability demonstrates a positive
association with detailed IR disclosures, emphasizing the interplay between short-term financial
goals and long-term strategic considerations in the process of qualitative expression of capitals
within corporate reporting. Conversely, the negative coefficient associated with book value per
share suggests that companies with higher asset values in their books may be less inclined to pro-
vide detailed descriptions of capitals as outlined by the IR framework. This implies that despite
higher book values per share, companies may not effectively convey their overall performance, fu-
ture prospects, and value creation to stakeholders through integrated reporting. These insights in-
dicate that strategic goals, short-term goals, and company performance drive management to adopt
the IR framework. However, they may need to reevaluate their communication of historical values
through integrated reporting practices to better harmonize financial and non-financial disclosure
with sustainability initiatives.
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