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1. INTRODUCTION

The company communicates information on financial transactions and activities that has
been collected through accounting reports known as financial statements (Daniela et al.,
2022; Posavec et al., 2021; Shofiyah & Wilujeng Suryani, 2020). However, since the issue
of triple bottom line reporting proposed by John Elkington in 1994, the company's
performance measurement no longer only refers to the profit and loss dimension, but
also takes into account the social and environmental dimensions or often referred to as
profit, people, planet (3P) (Hameed & Rahman Ahmed, 2020; Kurniawan & Akbar, 2021).
Furthermore, companies display information related to their non-financial activities
through accounting reports known as sustainability reports . These two reporting models
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are used as parameters by internal and external users regarding the effectiveness and
success of a company (Chouaibi et al., 2022; Drakic-Grgur, 2020; Luomaranta &
Martinsuo, 2022).

Recognizing the high level of concern of stakeholders regarding financial
performance and the impact arising from company activities, a new form of corporate
reporting emerged (Elani et al., 2021; Fuis Sukma Ayu & Dian Filianti, 2022; Hughes &
Rog, 2008), namely integrated reporting or often called integrated reporting . Integrated
reporting was developed by the International Integrated Reporting Committee in 2011.
The integrated reporting framework is the framework used in implementing an integrated
reporting. This framework consists of a number of financial reports, management
records, corporate governance and remuneration, and a sustainability report. This
framework of thinking can explain how companies create value for themselves. In this
study, board characteristics are represented by board size, board independence, and
board meeting , while firm characteristics are represented by firm size and leverage .
Integrated reporting also displays material information about corporate strategy,
corporate governance, remuneration, performance, risks and prospects of an
organization. The theories used as the basis for this research are agency theory,
stakeholder theory, and letimigacy theory . Vitolla et al. (2020) in his research stated that
board size has a significant positive effect regarding the application of integrated
reporting , this research is in line with research conducted by (Chouaibi et al., 2022;
Cooray et al., 2020; Fayad et al., 2022; Suttipun & Bomlai, 2019) . In a study by Omran
et al. (2021) found that board independence has a significant positive effect on the
implementation of integrated reporting . This research is in line with research conducted
by (Anojan & Ramesh, nd; Qaderi et al., 2022) . Furthermore, research (Vitolla et al.,
2020) states that board meetings are positively significant in influencing the
implementation of integrated reporting . These results are in line with research
conducted (Qaderi et al., 2022) . In research (Vitolla et al., 2020) Firm size is positively
significant in influencing the application of integrated reporting . These results are in line
with research conducted (Al Amosh et al., 2022; Kili¢ & Kuzey, 2018; Nguyen et al., 2022)
. In research (Qaderi et al., 2022) states that leverage has a significant positive effect on
exposure integrated reporting . This is in line with research conducted (Vitolla et al.,
2020) , (Al Amosh et al., 2022) and (Hameed & Rahman Ahmed, 2020) .

2. RESEARCH METHOD

In this study, researchers used a descriptive research design with a quantitative
approach (Sugiyono, 2019). The subjects studied in this study are integrated financial
reports. Process for obtaining the data with the object of research being the application of
integrated reporting as the dependent variable and board size, board independence,
board meeting, firm size, and leverage as independent variables of companies in the
financial services sector listed on the Stock Exchange Indonesia for the 2020 and 2021
periods. The sampling technique uses the purposive sampling method, which is a data
collection method with certain considerations. This consideration uses the following
criteria financial services companies listed on the IDX in 2020 and 2021, companies that
have implemented integrated reporting in 2020 and 2021, companies that do not suffer
losses in 2020 and 2021, and companies that do not experience suspension in 2020 and
2021. The research method used in this research is panel data regression analysis. A
panel study is a study that examines a group of data bound in an activity and within a
certain period of time. The stages of panel data regression analysis are by estimating the
model, determining the estimation model, testing the classic assumptions, testing the
feasibility of the model and testing the hypothesis using Eviews software (Econometric
Views) version 12 (Riyanto & Hatmawan, 2020).
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3. RESULTS AND DISCUSSIONS

Table 1. Descriptive Statistics

Minimum Maximum Means Standard deviation
ENVY 0.605263 0.8158 0.700501 0.0592593
BSIZE 3,000000 10,0000 4.619048 1.7523835
BIDP 0.000000 0.3333 0.110369 0.1428393
BMEET 0.000000 14,0000 6.523810 3.8397033
FSIZE 25.674300 32.9988 29.570940 1.8763555
Lev 0.008100 9.6928 2.513524 2.2895179

Based on the analysis and results of the descriptive test in the table above, it is
known that the amount of data (N) used to analyze each variable is the same, namely 42
data. The maximum value indicates the range of the largest values in the study, while the
minimum value indicates the range of the smallest values in the study. The mean value
shows the range of the total of each variable divided by the number of samples. The
standard deviation shows the deviation of the data in the study. Based on the results of
the descriptive statistical test, the dependent variable is an integrated reporting index
with an unweighted disclosure index measurement with a mean value of 0.700501.
Board size, as measured by the total number of directors, has a mean value of 4.619048.
Board independence, as measured by the number of independent boards of directors
divided by the total number of existing boards of directors, has a mean value of
0.110369. Board meetings , as measured by the total number of joint meetings between
the board of directors and the board of commissioners, have a mean value of 6.523810.
Firm size, as measured by the natural logarithm of total assets , has a mean value of
29.570940 for all the companies sampled in this study. And the independent variable
leverage , as measured by total liability divided by shareholder equity , has a mean value
of 2.513524 for all the companies sampled in this study.

Table 2. Chow test

effect test Statistics df Prob
Cross-section F 1.783330 (20,16) 0.1221
Chi-square cross-sections 49.233366 20 0.0003

The test results in the table above show the cross section chi square value of
0.0003 < a (0.05), so that based on the criteria taken, the Fixed Effect Model is the best
model in this test. Then the test proceeds to the Hausman Test

Table 3. Hausman test
Test Summary Chi-square statistics Chi-Sq df  Prob
Random cross-sections 2.426855 5 0.7875

The test results in the table above show that the probability value of the cross-
section F is 0.7875 > a (0.05), so that based on the criteria taken, the Random Effect
Model is the best model in this test. Then the test proceeds to the Lagrange Multiplier
Test

Table 4. Lagrange Multiplier Test

Null (Non rand. Effect) Cross-section period Both
Alternative One-sided One-sided
Breusch-Pagan 1.723060 0.798769 2.521829
0.1893 0.3715 0.1123
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Lagrange multiplier test are the Breusch-pagan values of 0.1893 > a (0.05), so
that based on the criteria taken, the Common Effects Model is the best model in this
study.

Table 5 . Multicollinearity Test Results

X1 X2 X3 X4 X5
X1 1.000000 -0.429897 -0.223359 0.646137 0.426891
X2 -0.429897 1.000000 -0.163140 -0.333340 -0.226945
X3 -0.223359 -0.163140 1.000000 -0.113314 0.239731
X4 0.646137 -0.333340 -0.113314 1.000000 0.419219
X5 0.426891 -0.226945 0.239731 0.4192919 1.000000

Multicollinearity Test in the table above, there is no variable value > 0.85, it can
be concluded that there is no too high correlation between the independent variables in
the CEM model so that this study is free from multicollinearity symptoms .

Table 6. Heteroscedasticity Test Results Glejser

Variable Prob
c 0.0583
X1 0.8949
X2 0.9588
X3 0.9721
X4 0.1682
X5 0.6219

heteroscedasticity test above show that the sig value of each independent variable
is greater than a (0.05). So it can be concluded that this study is free from symptoms of
heteroscedasticity and the assumption of homoscedasticity has been fulfilled.

Table 7. Analysis of panel data

B std. Error t Sig
(Constant) .592 .148 4,007 .000
BSIZE .020 006 3.131 003
BIDP .025 061 413 .682
BMEET 007 002 2,917 006
FSIZE -.001 005 -.230 .819
Lev 003 .004 .632 .532

Based on the results of panel data regression analysis using the Common Effect
Model (CEM) in the table above, the results for panel data regression analysis are as
follows:

Y = 0.592 + 0.020*X1 + 0.025*X2 + 0.007*X3 - 0.001*X4 + 0.003*X5 + e
Table.8 Determination Coefficient Test Results

R Square Adjusted R Square Std Error of the regression  Prob (f-statistic)
434 .355 .047 6 0.001

Based on the table above, the adjusted R square value is 0.355. This shows that
the board size, board independence, board meeting, firm size , and leverage variables are
only able to explain the integrated reporting variable by 35.5%, while 64.5% is explained
by other variables not explained in this study.

Table 9. F test results
R Square Adjusted R Square Std Error of the regression Prob (f-statistic)
434 .355 .047 6 0.001
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Based on the table above, it can be seen that the Sig value is 0.001. This result is
smaller than the significance level of 0.05. This shows that variable board size, board
independence, board meeting , firm size, and leverage affect the implementation of
integrated reporting simultaneously.

Table 10. T test results

B std. Error t Sig
(Constant) .592 .148 4,007 .000
BSIZE .020 006 3.131 003
BIDP .025 061 413 .682
BMEET 007 002 2,917 006
FSIZE -.001 005 -.230 .819
Lev 003 .004 .632 .532

Board size independent variable has a significance level of 0.003. This significance
value is less than 0.05, meaning that the independent variable board size has a
significant influence on the implementation of integrated reporting in a company. The
regression coefficient value of the board size independent variable is positive 0.02, in
other words the board size variable has a significant positive effect on the implementation
of integrated reporting of a company. So it can be concluded that the first hypothesis (H1)
is accepted. This significant result indicates that the more the number of the board of
directors will further affect whether integrated reporting will be implemented in the
company or not. The more the number of board of directors of a company, the more
human resources in the top management are considered capable of paying attention to
aspects related to the company which will later be reported in an integrated reporting. Of
course, companies will increasingly have the power to control each component content in
an integrated reporting by optimally distributing the oversight of the board of directors.
In addition, with the large number of existing boards of directors, the level of ability and
knowledge in a company also increases because it has a lot of availability of competent
human resources. Therefore board size has an influence on the implementation of
integrated reporting in a company. This positive relationship is in line with agency theory
which states that the board of directors has a role to represent a control mechanism in a
company to align interests related to the financial and non-financial aspects of the
company. This is in line with research conducted (Chouaibi et al., 2022; Cooray et al.,
2020; Fayad et al., 2022; Suttipun & Bomlai, 2019; Vitolla et al., 2020) .

In the table above the board independence variable has a significance value of
0.682. This value is greater than the significance value of 0.05, so that the independent
variable board independence has no significant effect on the integrated reporting
dependent variable . While the value of the resulting regression coefficient is positive at
0.05. The independent variable board independence has no significant effect on
integrated reporting . So it can be concluded that hypothesis 2 (H2) is rejected. This
positive relationship is in line with agency theory which states that an independent board
of directors has the power to control what information will be disclosed to its
stakeholders . This insignificant result means that the application of integrated reporting
in a company is not influenced by much or at least the independent board of directors in
the company. One of the causes for this condition to occur is the lack of strict regulations
in a country regarding the implementation of integrated reporting in a company, so even
independent boards of directors do not make reporting in the form of integrated reporting
in a company their priority. The results of this study are in line with research conducted
by (Vitolla et al., 2020) and (Fayad et al., 2022) .

In the table above the board meeting variable has a significance value of 0.006.
This value is smaller than the significance value of 0.05, so that the board meeting
independent variable has a significant effect on the integrated reporting dependent
variable. While the resulting regression coefficient value is positive at 0.007. The board
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meeting independent variable has a significant positive effect on integrated reporting . So
it can be concluded that hypothesis 3 (H3) can be accepted. This significant result
reflects that the more meetings between the boards are held, the more information about
the company will be discussed and then reported in an integrated reporting . During the
meeting, of course there was a lot of information exchange between the boards that
occurred, so that a lot of discussions and thoughts would be generated and this would
form an integrated report. In addition, the more meetings held, the more problems will be
solved so that in the end this will become a company achievement that is reported in
integrated reporting. This positive relationship is in line with stakeholder theory where
companies have a sense of responsibility towards their stakeholders so that in the end
the company will improve their coordination between managers by holding meetings to
resolve existing problems and design strategies for the company's future. This research is
in line with research conducted by (Vitolla et al., 2020) and (Vitolla et al., 2020) .

In the table above the firm size variable has a significance value of 0.819. This
value is greater than the significance value of 0.05, so that the independent variable firm
size has no significant effect on the integrated reporting dependent variable . While the
value of the resulting regression coefficient is negative by -0.001. The independent
variable firm size has no significant effect on integrated reporting. So it can be concluded
that hypothesis 4 (H4) is rejected. This negative relationship means that large companies,
as reflected in their asset values, tend to provide limited information to the public. This is
of course to avoid conflicts between companies and information recipients when there is
a view that considers the company's ability as input to a process not in accordance with
the output produced by the company. Companies also generally regulate the use of
existing assets to comply with tax regulations and carry out price controls in accordance
with the agreement of the players in the industry so that not all information will be
included in the company's integrated reporting. In this condition the company tries to
maintain the tension of its stakeholders . This is not in line with the stakeholder theory
because companies do not voluntarily provide information to their stakeholders
However, the results of this study are in line with the theory of legitimacy where
companies will adapt their behavior to existing norms so that companies can remain in a
safe position among the surrounding community. This insignificant result can occur
because the application of integrated reporting does not depend on the size of the
company, but on what information is needed by its stakeholders . These results are in
line with research conducted by (Manes-Rossi et al., 2020; Novaridha, 2017; Pillai &
Seetah, 2022) .

In the table above the leverage variable has a significance value of 0.632. This
value is greater than the significance value of 0.05, so that the independent variable
leverage has no significant effect on the integrated reporting dependent variable. While
the resulting regression coefficient value is positive at 0.003. The independent variable
leverage has no significant effect on integrated reporting. So it can be concluded that
hypothesis 5 (HS) is rejected. This positive relationship indicates that companies that
have large leverage will provide more and more information regarding company activities
as a form of responsibility for the capital or financing they use in running the company.
Another thing to consider is the potential for conflict that arises when a company's
leverage is large, so that companies provide complex information to anticipate conflicts
between users of accounting information. This is in line with the theory of legitimacy
which states that companies have a responsibility to the surrounding community so they
will try to show their willingness to ensure the company's operations are within safe
limits and acceptable to society. Insignificant results can occur considering that the
company's urgency in implementing integrated reporting is not yet high, so the company
will not incur agency costs to compile integrated reporting . These results are in line with
research conducted by (Herlina Rahayuningsih, 1959; Manes-Rossi et al., 2020; Novianti
et al., 2022)
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4. CONCLUSION

The conclusion of the research is that board size had a significant positive effect on the
application of integrated reporting, board independence had a positive and not significant
impact on the adoption of integrated reporting, and board meetings had a positive and
not significant effect on the application of integrated reporting, firm size has a negative
and insignificant impact on the application of integrated reporting, and leverage has a
positive and little effect on integrated reporting. This research has limitations; namely,
this research is only limited in time to 2020-2021. Future research is expected to be able
to research the factors that influence integrated reporting in financial services companies
registered on the IDX.
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