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Abstract. The research includes a focused study of the impact of implementing integrated
reporting standards and corporate governance on the quality of financial and non-financial
reports in economic units listed on the Irag Stock Exchange. The research focuses on a
fundamental hypothesis: optimal implementation of integrated reporting standards and the
consolidation of good governance practices will substantially improve reporting quality and
enhance the transparency of information available to investors and stakeholders. The research is
based on a multidimensional analytical methodology combining focused theoretical and precise
quantitative analysis. Advanced statistical analysis tools examine the relationship between
integrated reporting, corporate governance, and reporting quality. The research also aims to
provide a tangible scientific contribution that closes an existing research gap. A questionnaire
was prepared to achieve the research objective, consisting of four axes and five paragraphs for
each axis. The first includes measuring integrated reporting standards, the second includes
measuring corporate governance, the third includes measuring the quality of financial and non-
financial reports, and the fourth includes measuring the relationship between integrated reporting
standards, corporate governance, and the quality of reports in general. One hundred fifty
questionnaires were distributed to auditors, accountants, financial analysts, and investors. In
companies, a descriptive approach was used to analyse the data. Additionally, simple linear
regression was used to validate the questionnaire. The research results revealed a significant
correlation and influence between implementing integrated reporting standards, the governance
of economic units, and the quality of reports. Furthermore, the research showed that economic
units committed to implementing integrated reporting standards and adopting good governance
practices are characterised by more accurate, comprehensive, and transparent reports.

Keywords. Financial reporting standards, governance, quality of financial and non-financial
reports

1. Research Introduction:

Corporate reporting is essential to communicating information necessary for decision-
making to stakeholders. Therefore, corporate reporting should keep pace with the expansion of
business activities and the development of economic reality, meet the needs of stakeholders,
and reduce information asymmetry among investors by disclosing financial and non-financial
information. Disclosure of this type of reporting can increase stakeholders' confidence in
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financial reports and support them in making sound investment decisions. Integrated reporting
provides capital reports, and the main objective is to improve the quality of the information they
provide, whether financial or non-financial (Muhia & Benaissa, 2023). Financial reporting
focuses on the information that should be included to satisfy both stakeholders and investors.
However, stakeholders demand more than financial information, and most companies have
already begun to include other non-financial information in a standalone sustainability report.
This is called the modern reporting system, which combines financial and non-financial
information into a unified report called the integrated report. This system can help companies
create value more effectively for stakeholders and capital markets. Given that the Global
Reporting Initiative guidelines assume that economic performance, Environmental, and social
reporting are widely accepted and standardised, such as financial reporting. It is essential to
know and understand, especially for those interested in adopting integrated reporting and the
impact of the non-financial component on financial performance. Jeroe focused on whether
publishing an investment report impacts financial performance (Jeroe, 2016). Therefore, in light
of contemporary economic transformations, integrated reporting standards are pivotal in
reshaping the accounting disclosure system. This model abandons traditional reporting, seeking
to integrate financial and non-financial reports into a coherent narrative that reflects the
dynamic ability of economic units to create sustainable value. This research aims to demonstrate
the complex relationship between the application of integrated reporting standards and the
governance of economic units on the one hand, and the quality of reports issued by economic
units listed on the lIraq Stock Exchange on the other hand. The research starts with the
fundamental research problem: failing to implement integrated reporting in conjunction with
the consolidation of good governance practices does not improve the quality of reports. As a
result, when integrated reporting standards are employed, they enhance the transparency of
information available to investors and stakeholders and work to provide a tangible knowledge
contribution that bridges the gap. It is a research-based study that provides practical, applicable
solutions to develop disclosure and governance practices in the Iragi economic environment.

2. Literature Review:

2.1 Integrated reporting is a solution to corporate reporting needs:

Integrated reporting provides guidelines based on principles related to the structure and
content of internal and external reports, including financial and non-financial value attributes.
Integrated reporting is based on integrated thinking, which is based on integrated decision-
making and actions that collectively impact the creation of value for the company. Integrated
reporting contributes to how a company's value is created, maintained, or diminished over time.
It is the basis upon which investors and stakeholders make sound decisions regarding capital
allocation. Integrated reporting is an effective tool that enables a company to move from general
thinking and isolated reports to integrated thinking, planning, performance, and value
management. Among the benefits and outcomes of adopting integrated reporting are its role as
part of a corporate reporting system, as it forms an important foundation for global corporate
reporting and delivers coherent and interconnected messages across all aspects of the company's
narrative. It gives management a deeper insight into the impact of decisions and all activities,
such as identifying activities that create value for the company and those that diminish its value.
It also expands stakeholders' understanding of how to make sound decisions and invest in
capital. Money: How to Measure Performance. (Hoffman,2022)

2.2 Financial and non-financial reports:
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2.2 1. High-quality financial reporting: The concept of high-quality financial reporting
is theoretically based on management and stakeholder theories. Financial report preparers must
be good trustees and produce high-quality reports contributing to decision-making. They must
faithfully represent what happened without bias and be complete and error-free. The
information contained in high-quality financial reports must provide accurate and fair
information about the underlying financial position and current economic performance. These
high-quality financial reports must meet all the requirements of various stakeholders. The
presentation in the report also improves its quality. The conceptual framework for high-quality
financial reporting is then developed, considering its premises, characteristics, and results
(Muzira, 2019).

2.2.2 Quality of financial reports: It is the provision of more helpful information about
the characteristics of the financial performance of an economic entity, which is relevant to
making specific decisions by a specific decision maker (Dechow et al., 2010; Habib & Jiang,
2015). The quality of financial reports depends on the qualitative characteristics of the
information, as it plays an evaluative role. Potential investors can use financial reports to
estimate expected future dividends. The other role is supervisory, as shareholders rely on these
same reports to monitor and track the degree of risk aversion. (Daniel A et al., 2018)

2.2.3 Non-financial Reports: Human Capital. The OECD has paid increasing attention
to investment in long-term capital over all other forms of capital. The increasing interest in
human capital within organisations and its connections to other capitals that drive business
value is reflected in its benefits in global integrated reporting. Integrated reporting standards
include sub-reports on community-based information. These reports, which address the social
dimension of sustainable development, provide insight into the impact of an economic unit on
the community in which it operates. Human capital includes the value of individuals at work,
their personal and collective knowledge, education, training, skills, creativity, experience,
attitudes, and the ability to change employees within an economic unit. Human capital is an
important part of the intangible assets of economic units and a fundamental pillar of value
creation. The ability to select reporting indicators can reduce the representation of information
and will not allow investors to determine how economic units generate and use human capital.
There are separate reports on managing human and financial capital for the economic unit.
However, financial analysts and investors do not read separate reports on human capital. They
prefer integrated reports. However, they want to know the economic unit's ability to attract and
retain top talent through the economic unit's reports. Despite this, a third of economic unit
annual reports paint an "incomplete picture™ of business performance (Tatiana & Natalia, 2019).

3.2 Integrated Reporting and Economic Unit Governance:

Integrated reports are comprehensive disclosure tools prioritising sustainability as a
key aspect of reporting on the economic unit's activities. Integrated reports are the product of a
single report that combines the financial and narrative information in the economic unit's annual
report with the non-financial and narrative information in the economic unit's sustainability and
social responsibility report. The International Integrated Reporting Council considers the
integrated report to be a concise communication tool on how the economic unit's strategy,
governance, financial performance, and prospects are performed within the context of its
external environment, leading to short- and long-term value creation. Integrated reports address
environmental, social, and governance relationships. ESG reports are prepared in two types: the
first is general standard disclosures, which include strategy and analysis, a record of the
economic unit's characteristics, essential "material” aspects and agreed-upon boundaries,
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stakeholder engagement, a record of report characteristics, governance, integrity, and ethics.
The second is specific standard disclosures, which include disclosures related to management
style and indicators according to economic, environmental, and social aspects. The economic
aspects include economic performance, market presence, indirect economic impacts, and
purchasing practices. The environmental aspects include basic materials, energy, water,
biodiversity, emissions, liquid and solid waste, products and services, compliance,
transportation, aggregate, supplier environmental assessment, and environmental complaint
mechanisms. The social aspects include many criteria (Al-Hussaini, 2020).

3. Study Method:

3.2.Description of the Study Tool: We used a descriptive strategy to analyse relevant literature
and answer our study questions. We identified a real problem with integrated corporate
reporting due to the lack of disclosure of complete financial and non-financial reports. This
means we achieved our study objectives and answered our research questions. The data was
analysed using the updated SPSS statistical program to validate the study's hypotheses,
which is part of the analytical approach. To this end, we designed a 20-question
questionnaire, divided equally among the four variables. Accountants and internal auditors

in companies listed on the Irag Stock Exchange were randomly selected from 150

individuals. The statistical analysis used the data to demonstrate the validity and reliability

of the questionnaire. Simple linear regression was used to validate the hypothesis further,
and Pearson's correlation coefficient was used to determine the correlation between the
study variables.

3.2.Research Problem and Hypothesis: Despite the growing importance of integrated reporting

and corporate governance in improving the quality of financial and non-financial reports,
there is a gap in understanding how these factors impact the quality of reports in economic
units listed on the Iragi Stock Exchange. Investors and financial analysts face difficulty in
evaluating the overall performance of economic units due to the lack of integrated and
reliable information. Furthermore, the level of implementation of integrated reporting
standards and corporate governance varies among economic units, affecting the quality and
comparability of reports. To determine the level of implementation of integrated reporting
standards in economic units listed on the Iraq Stock Exchange, and whether there is a
combined effect of the implementation of integrated reporting standards and corporate
governance on the quality of financial and non-financial reports, the central research
hypothesis focuses on "the role of the implementation of integrated reporting standards and
corporate governance in the quality of financial and non-financial reports."” Two main
hypotheses branch from this hypothesis:

3.2.1. Existence Hypothesis: There is a correlation and influence between integrated
reporting standards, corporate governance, and the quality of financial and non-
financial reports.

3.2.1. Null hypothesis: There is no significant relationship or influence between integrated
reporting standards, corporate governance, and the quality of non-financial reports.

3.2.Study objectives: The primary objective is to identify the role of integrated reporting and
the governance of economic units on the quality of reports, provide valuable information to
investors and financial analysts, and provide recommendations for improving the practices
of economic units. The sub-objectives are:
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3.3.1. ldentify and evaluate the level of implementation of integrated reporting standards,
which address the problem of the lack of integrated information by assessing the extent
of economic units' commitment to implementing the standards.

3.3.2. Measure and evaluate the level of governance of economic units by addressing the
problem of varying levels of governance in economic units and their impact on the
quality of reports.

3.3.3. Analyse the relationship between the implementation of integrated reporting standards
and the quality of reports by determining whether implementing these standards
positively impacts the quality of information obtained by investors and financial
analysts.

4. Results:

In order to test the hypotheses that emerged from the research, a preliminary test of the
data for the research variables was conducted. Furthermore, descriptive statistics for the
research variables were presented to form a picture of the selected sample's perceptions
regarding the variables used in the research. Correlational relationships between the
research variables and influence relationships between the research variables were also
examined, as follows:

Table 1: Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
1 .901° 811 .809 1.765

a. Predictors: (Constant) integrated reporting standards and Corporate Governance

From Table 1 above, it is clear that the correlation coefficient's value is 0.901, which is
very strong. The value of the coefficient of determination R Square reached 0.8110,
meaning that the percentage of explanation of the independent variables (integrated
reporting standards, corporate governance) reached 1.81%, depending on the quality of
financial reports. In contrast, the corrected coefficient of determination, Adj R Square,
reached 80.9.

Table2 :Coefficients?

Standardised

Unstandardised Coefficients Coefficients
Model B | Std. Error Beta t | Sig.
(Constant) 631 .807 782 |.435
Integrated reporting standards 483 067 482 7.188 |.000
Corporate Governance 469 069 456 6.799 | .000

a. Dependent Variable: quality of financial reports
Prepared by the researcher based on the program SPSS V26
From Table (2) above, we can see the values of the regression coefficients, as the value
of the constant (Constant) reached 0.631, and the value of B, Is (0.483), which is called the
slope of the regression, meaning that whenever the independent variable (Integrated
Reporting Standards) changes by one unit, the (quality of financial reports) will increase by
(B1), meaning that there is a direct effect relationship between the two variables, Integrated
Reporting Standards and the quality of financial reports. Likewise, for the second
independent variable (corporate governance), B, Is (0.469). We also note that the t-test
value (T = 7.188) between the two variables (Integrated Reporting Standards and Financial
Reporting Quality) indicates that there is an effect, as the value (Sig = 0.00) is less than the
assumed value (0.05). This confirms the validity of the hypothesis that "Integrated
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Reporting Standards have an impact on the quality of financial reports.” Similarly, for the
variable (financial reports), the t-test value (T = 6.799) indicates that there is an effect, as
the value (Sig = 0.00) is less than the assumed value (0.05). This confirms the validity of
the hypothesis that "corporate governance has an impact on the quality of financial reports.”

y2=0.631+0.483u_1+0.469u 2 .... (1)
Table3: ANOVA?

Model Sum of Squares df Mean Square F Sig.
1 Regression 1966.988 2 983.494 315.770 .000°
Residual 457.845 147 3.115
Total 2424.833 149

a. Dependent Variable: quality of financial reports

b. Predictors: (Constant) integrated reporting standards and Corporate Governance

Prepared by the researcher based on the program SPSS V26
From Table 3 above, there are differences between the studied variables based on Fisher's
measure (F) if Sig was less than 0.05. "There is an impact of integrated reporting standards
and corporate governance on the quality of financial reports,” proving the hypothesis's
validity.

Table4 :Correlations
quality of |Integrated
financial |reporting Corporate
reports standards | Governance
quality of financial reports | Pearson Correlation 1 867" .863™
Sig. (2-tailed) .000 .000
Integrated reporting Pearson Correlation 867" 1 .845™
standards
Sig. (2-tailed) .000 .000
Corporate Governance Pearson Correlation .863™ .845™ 1
Sig. (2-tailed) .000 .000
N 150 150 150
**_Correlation is significant at the 0.01 level (2-tailed).
Prepared by the researcher based on the program SPSS V26

From Table 4 above, it is clear that there is a correlation between the standards of integrated
reporting, corporate governance, and the quality of financial reports, with statistical
significance, as Sig was less than 0.05 based on the Pearson Correlation scale.
Table 5 Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
1 7652 585 579 2.093

a. Predictors: (Constant) integrated reporting standards and Corporate Governance
From Table (5) Model Summary above, it is clear that the value of the correlation coefficient
is (0.765), which is very strong. The value of the coefficient of determination R Square
reached (0.5850), meaning that the percentage of explanation of the independent variables
(integrated reporting standards, corporate governance) reached 58.5% based on the quality
of non-financial reports. In contrast, the corrected coefficient of determination Adj R Square
reached (57.9).
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Table6 : Coefficients?
Unstandardized Coefficients Standardized Coefficients

Model B Std. Error Beta t Sig.

1 | (Constant) 6.709 .956 7.016 .000

integrated reporting 232 .080 .290 2.913 .004

standards

Corporate 415 .082 .504 5.071 .000

Governance

a.

Dependent Variable: quality of non-financial reports

Prepared by the researcher based on the program spss vg 26

From Table (6) above, we can see the values of the regression coefficients, as the value of
the constant (Constant) reached (6.709) and the value of B_1 equals (0.232), which is called the
slope of the regression, meaning that whenever the independent variable (Integrated Reporting
Standards) changes by one unit, the dependent variable (quality of non-financial reports) will
increase by (B_1), meaning that there is a direct effect relationship between Integrated
Reporting Standards and quality of non-financial reports, and also for the second independent
variable (corporate governance), B_2 is (0.263). We also note that the value of the test (T =
2.913) between the independent variable, the integrated reporting standards, and the quality of
non-financial reports, shows that there is an effect, as the value of (Sig = 0.00) is less than the
assumed value (0.05), and this confirms the validity of the hypothesis that states “the existence
of an effect of integrated reporting standards on the quality of non-financial reports.” The same
is true for the variable (corporate governance), the value of the test (T = 5.071) shows that there
is an effect, as the value of (Sig = 0.00) is less than the assumed value (0.05), and this confirms
the validity of the hypothesis, i.e. we reject the hypothesis that states “the existence of an effect
of corporate governance on the quality of non-financial reports.”

y3 = 6.705 + 0.232u, + 0.415u, ....(2)
Table 7: ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression 906.497 2 453.249 103.513 .000P
Residual 643.663 147 4.379
Total 1550.160 149

a. Dependent Variable: quality of non-financial reports
b. Predictors: (Constant) integrated reporting standards and Corporate Governance
Prepared by the researcher based on the program spss vg 26

From Table (7) above, there are differences between the studied variables based on Fisher’s
scale (F) if Sig was less than 0.05, i.e. “There is an impact of integrated reporting standards and
corporate governance on the quality of non-financial reports,” and this proves the validity of
the hypothesis.

Table 8 :Correlations
integrated
reporting Corporate quality of non-
standards | Governance | financial reports

integrated Pearson Correlation 1 .845™ .716™

standards N 150 150 150
Pearson Correlation .845™ 1 749
Sig. (2-tailed) .000 .000
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Corporate N 150 150 150
Governance
quality of non- |Pearson Correlation 716" 7497 1
reports N 150 150 150
**_ Correlation is significant at the 0.01 level (2-tailed).
Prepared by the researcher based on the program spss vg 26

From Table (8) above, it is clear that "there is a significant correlation between integrated
reporting standards, corporate governance, and the quality of non-financial reports,” with a
statistical significance, as the Sig was less than 0.05, based on the Pearson Correlation scale. It
is evident that there is a significant correlation and influence between the independent research
variables, integrated reporting standards and corporate governance, and the dependent
variables, the quality of financial and non-financial reports. As a result, the hypothesis of
existence is confirmed based on the null hypothesis, which includes the absence of a
relationship between the independent and dependent research variables.

5. Conclusions:

There is a close and positive correlation between integrated reporting standards, effective
corporate governance practices, and the quality of financial and non-financial reports.
Economic units that adhere to integrated reporting standards and adopt good governance
practices produce more accurate, transparent, and comprehensive reports. Disclosure of non-
financial information has become essential and fundamental for assessing the overall
performance of economic units. Integrated reporting standards also help integrate this
information effectively into reports. Effective corporate governance enhances transparency and
accountability, positively impacting the quality of reports. The independence of boards of
directors and audit committees plays an important role in ensuring the reliability of reports.
Increasing the quality of reports increases investor confidence, increasing investment. Digital
transformation contributes to raising the quality of financial and non-financial reports.
Encouraging economic units to adopt integrated reporting standards, providing the necessary
training and guidance for their effective implementation, and developing and implementing
laws and regulations that enhance corporate governance practices, should therefore encourage
economic units to adopt business ethics standards. This will lead to the development of
standards and indicators for assessing the quality of financial and non-financial reports. This
does not stop there, but rather economic units must use modern technologies and advanced,
specialized training programs. In the field of integrated reporting, to improve the quality of
reports, guide investors to the importance of non-financial information and its role in evaluating
the performance of economic units, and provide tools and analyses that will help investors
understand and evaluate integrated reports.

References:

1. Hoffman mark (2022) Integrated reporting: an urgent need and opportunity for
transformation Meeting stakeholder demands today, while driving financial and non-
financial information connectivity to unlock future value
file:///C:/Users/ ACER/Downloads/gx-audit-integrated-reporting-an-urgent-and-
opportunity-for-transformation.pdf

2. Muzira,Dumisani Rumbidzai  (2019), A Quality Financial Report: Concept
Paper.DOI:10.23918/ijsses.v5i3p167


http://dx.doi.org/10.23918/ijsses.v5i3p167
https://techniumscience.com/index.php/socialsciences/index
https://techniumscience.com/index.php/socialsciences/index

==

\U

10.

11.

Technium Social Sciences Journal

Vol. 71, 1-9, May, 2025

ISSN: 2668-7798

SOCIAL SCIENCES JOURNAL wWWW.techniumsci ence.com

Tatiana,Solovey, Spiridonova Natalia, Sudova Tatiana (2022) Non-financial
reporting: quantitative and qualitative aspects. DO1:10.2991/ies-18.2019.36
Al-Hussaini, Amer bin Muhammad, 2020, Integrated Reports. Gavanens na
Akauntebiliti. DOI110.2991/ies-18.2019.36

Habib A., and H.Jiang . 2015. Corporate governance and financial reporting quality in
China: A survey of recent evidence. Journal of International Accounting, Auditing and
Taxation , 24: 29-45. DOI: 10.1016/j.intaccaudtax.2014.12.002

Dechow P. M., G. Weili, and S. Catherine. 2010. Understanding Earnings Quality: A
Review Of The Proxies, Their Determinants And Their Consequences. Journal of
Accounting and Economics 50: 344 401. DOI:10.1016/j.jaccec0.2010.09.001
Muzira, Dumisani Rumbidzai (2019),” A Quality Financial Report: Concept Paper”
nternational Journal of Social Sciences & Educational Studies ,ISSN 2520-0968
(Online),  ISSN  2409-1294  (Print),  March 2019, Vol.5, No.3,
https://www.researchgate.net/publication/338341235 A Quality Financial Report
Concept Paper. DOI:10.23918/ijsses.vbi3pl67

Daniel A. Cohen, Aiyesha Dey, and Thomas Z. Lys.(2018)."Real and Accrual-Based
Earnings Management in The Pre-and Post —Sarbanes -Oxley Periods" .The
Accounting Review. Vol. 83, No. 3. Pp. 757-787. DOI:10.2991/ies-18.2019.36
Mustafa Ahmed Muhi & Mounir Benaissa(2023) The Impact Of Integrated Reporting
On Improving The Quality Of Financial Reporting, Intern. Journal of Profess. Bus.
Review. |Miami, v. 8 | n. 5 p. 01-23 | 01737 | 2023.
Doi: https://doi.org/10.26668/businessreview/2023.v8i5.1737
file:///C:/Users/ACER/Downloads/Dialnet

Jerboa ,Afanaisa S.  ( 2016) Integrated Reporting, non-financial information and
Financial Performance, Erasmus University Rotterdam Erasmus School of Economics
A file://IC:/Users/ACER/Downloads/MAG672-Jeroe 372578-2-%20(1).pdf DOl
10.1007/s10551-008-9780

Tatiana. S& Natalia.s “2019” Non-financial reporting: quantitative and qualitative
aspects, DOI: 10.1007/978-3-030-40375-1_25
https://www.researchgate.net/publication/337877117



http://dx.doi.org/10.2991/ies-18.2019.36
https://doi.org/10.2991/ies-18.2019.36
http://dx.doi.org/10.1016/j.jacceco.2010.09.001
https://www.researchgate.net/publication/338341235_A_Quality_Financial%20Report%20Concept
https://www.researchgate.net/publication/338341235_A_Quality_Financial%20Report%20Concept
http://dx.doi.org/10.23918/ijsses.v5i3p167
http://dx.doi.org/10.2991/ies-18.2019.36
https://doi.org/10.26668/businessreview/2023.v8i5.1737
file:///C:/Users/ACER/Downloads/Dialnet
file:///C:/Users/ACER/Downloads/MA672-Jeroe_372578-2-%20(1).pdf
https://www.researchgate.net/publication/337877117
https://techniumscience.com/index.php/socialsciences/index
https://techniumscience.com/index.php/socialsciences/index

