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ABSTRACT

The study examined the relationship between IR assurance and investment
decision-making. The study used a sample of 100 companies that have a public listing
on the Johannesburg Stock Exchange (JSE) over a three-year period (2018, 2019 and
2020) to collect the secondary data used to measure the variables. Using a multiple
regression approach to analyse the data, the findings of this study displayed an increase
in companies assuring their IRs and confirm a positive influence between IR assurance
and investment decision-making. The results obtained in this study provided empirical
evidence that companies are increasingly adopting the practice of assuring both
financial and non-financial information in their IRs. This research is limited to a sample
of listed companies in a single country. Thus, future studies could consider a
cross-country study both in developed and developing countries. The study place
emphasis on the need for IR assurance to boost investment decision-making, thereby
increasing transparency and credibility among the company’s stakeholders. The study is
one of the few studies that bridged the gap in the literature in the area of IR assurance
and investment decision-making of corporate firms which has received little attention
in Sub-Saharan Africa especially within the South African context.
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1. Introduction

Integrated reporting (IR) practice has evolved rapidly since the International Integrated Reporting Council
(IIRC) was founded in 2010 (Rinaldi, Unerman & De Villiers, 2018). An IR encompasses pertinent informa-
tion that is both financial and non-financial of an organisation which lead to value creation from short
to long term (lIRC, 2021). South Africa (SA) was the first country to mandate listed companies to publish
integrated reports (IRs) on an annual basis (Ahmed Haji & Anifowose, 2016a). Although only listed com-
panies are mandated to publish IRs in SA, unlisted companies are voluntarily adopting the practice of IR
(Briem & Wald, 2018). The emergence of IR has become a leading form of corporate reporting in SA
which has also created a considerable number of benefits, internally and externally, for organisations that
have adopted it (Roberts, 2017; Qaderi et al., 2023). One of the benefits of adopting IR is the improve-
ment in internal incorporation and management. IR has enhanced the way companies think and report
on their business (IFAC, 2017b).

The rising popularity of IR has increased calls for the assurance of IRs in order to enhance the integ-
rity and reliability of the information reported (Ofoegbu et al., 2018; Borgato & Marchini, 2021). IR assur-
ance practice in South Africa is not regulated. However, companies are voluntarily assuring their IRs for
the benefits that they derive from providing assurance, such as enhancing the integrity and reliability of
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the information in the IRs, risk minimisation and reputational considerations. However, due to the limita-
tions of the existing professional standards of IR assurance, assurance service providers are currently
limited to assuring the financial part of the report (Maroun, 2018; Kilic, 2018; Briem & Wald, 2018). This
is a result of the limitations in the existing professional standards and the fact that IR assurance is not
yet mandatory. There are steps being taken to address the limitations in the existing professional stan-
dards (Maroun, 2020). The International Financial Reporting Standards (IFRS) Foundation previously
broadcasted the formation of the International Sustainability Standards Board (ISSB) and the consolida-
tion of the Value Reporting Foundation, home to the Framework of IR together with the Sustainability
Accounting Standards Board (SASB) Standards. The consolidation of the Value Reporting Foundation was
completed into the IFRS Foundation. In light of this, the study sets to assess the IR assurance practices
of JSE-listed companies and the relationship between IR assurance and investment decision-making.

There are existing challenges when assuring IRs, specifically, whether IR assurance has any impact on
investment decision-making (Miralles-Quiros et al,, 2021; Simpson, Aboagye-Otchere & Lovi, 2016; Briem
& Wald, 2018). Many IRs are not assured and, if they are, it is only for selected parts and not the entire
report (Association of Chartered Certified Accountants (ACCA), 2015). Furthermore, this problem is wors-
ened by the limitations of the existing professional standards when dealing specifically with IR assurance
(Maroun, 2018). Nevertheless, in spite of the existing challenges when assuring IRs, companies are vol-
untarily assuring their IRs. The study examined the IR assurance practices of JSE-listed companies and
whether the IR assurance practices have a relationship with investment decision-making.

Thus, this led to the research question examining whether IR assurance have any relationship with
investment decision-making, and the formulation of the three objectives of this study: (i) determine the
association between IR assurance of JSE-listed companies and investment decision-making; (ii) evaluate
the IR assurance practices of JSE-listed companies; (iii) determine the degree to which the JSE-listed
companies assure their IRs. The motivation come from prior studies which suggest the need for a more
in-depth analysis of IR assurance and the influence that IR assurance has on investment decision-making
(Goicoechea et al. 2019; Briem & Wald, 2018; Cheng, Green, Conradie, Konishi & Romi, 2014).

With the anticipation that IR will become the corporate reporting norm, it is not surprising that the
importance placed on IR assurance has increased as IRs become more valuable for decision-making on
investments (Miller et al, 2017). Nevertheless, the past recent years have seen an increasing demand for
IR assurance (Maroun, 2018). However, only selected parts of the IRs are still assured. Non-financial assur-
ance is described as one of the possible encouragers of high-quality reporting alongside the company
size, industry membership, presence of a sustainability committee, compliance with reporting frameworks
and the decision to supplement IRs with independent sustainability reports (Malola & Maroun, 2019).
Assuring the entire IR will therefore enhance the credibility and reliability of the information as well as the
likelihood of investment decisions. Even though IR assurance is not mandatory, the benefits are crucial.

The high costs associated with IR assurance poses a challenge because of the increased complexity of
the assurance skills required that might need multidisciplinary teams (Simnett & Huggins, 2015). The
costs associated with IR assurance are a concern to companies and pose limitations for companies to
engage in IR assurance practices to enhance the reliability and credibility of their IRs. However, studies
also found that preparers of integrated reports relied on a combination of different methods to demon-
strate to users the reliability IRs (Hoang & Phang, 2021; Briem & Wald, 2018; Maroun, 2018).

The purpose of this study was to examine the relationship between IR assurance and investment
decision-making. The population was confined to JSE-listed companies only because of the JSE manda-
tory prerequisite for companies that are listed to prepare and publish IRs annually. The selection was
limited to companies from different sectors with five or more companies which published their IRs annu-
ally for the period under this research (2018-2020). The selected period was chosen to ensure compara-
bility of the data throughout the study. The selection excluded companies that did not publish their IRs
for one year or more during the period of the study. Companies which got delisted during the period
of the study were also excluded. The study found that some of the companies conducted compliance
reviews in place of independent assurance. In some cases, the management of the companies just veri-
fied the processes for measuring the non-financial information rather than providing assurance. The
study examined the IRs of the companies only. It was important for the study that details on the assur-
ance of the IRs were readable and easily identifiable.
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The study acknowledges the limited scholarly research on the topic of IR assurance and its relation-
ship with investment decision-making, particularly in SA. However, despite these limitations, the study
remains valid because of the need to recognise the value of IR assurance and to determine its relation-
ship with investment decision-making. IR assurance places companies that are willingly assuring their IRs
in a favourable position (Akisik & Gal, 2020). Prior studies show that IRs are perceived credible and reli-
able when assured. With the need to enhance users’ confidence, the study considered the pertinence of
IR assurance practices by JSE-listed companies.

The study contributes to the literature on IR assurance and investment decision making (Reimsbach,
Hahn & Gurtirk, 2018; Hoang & Phang, 2021). It may influence government and regulatory bodies to
decide whether to retain the current voluntary practice of IR assurance or to introduce a mandatory
regulation to compel listed companies in SA to assure their IRs. Additionally, it may also deliver the basis
for the development of a standardised framework that could be utilised for assuring IRs and used by
assurance service providers including audit professionals. The study will assist in understanding the
nature and extent of IR assurance practices in SA. The study will also provide pertinent insights into IR
assurance, such as aspects that influence users’ confidence in the IRs that are assured.

2, Background

IR has become the current frontier in corporate reporting (De Villiers & Hsiao, 2018). There has been an
increasing emphasis on enhancing the reliability of IRs in recent years (Hoang & Phang, 2021). The core
objective of IR is to provide an explanation to financial capital providers how organisations create value
over a period of time (IIRC, 2021). IR improves the quality of information, which contributes to efficient
capital allocation, and decision-making processes of investors and shareholders (Sarioglu, Dalkilic & Durak,
2019). IR integrates fresh ideas on reporting that has changed the corporate reporting landscape, improved
the ability of investors to assess companies’ prospects and provide answers to overcome the criticisms of
traditional accounting reporting models (De Villiers et al., 2017). The practice of IR has made corporate
disclosures an effective means of communication to improve efficiency in management and investment
decision-making (De Villiers, 2018). IRs are more than just a combination of financial and non-financial
information and must also clearly explain how organisations create value in relation to social, economic,
environmental and financial factors (Maroun, 2018). IR takes a wider view because it considers intellectual
and social relationships, as well as human and natural capitals instead of just financial and manufactured
capitals that organisations commonly report in financial reports (Dorin, Rosca, Costea & Suciu, 2020). The
concept of integrated thinking is encouraged by IR (Roberts, 2017), which facilitates a better understand-
ing of the impact of decision making on value creation (Dorin et al, 2020). The essence of integrated
thinking is the management of the six capitals: financial, manufactured, intellectual, human, social and
natural, in turn, is applied in the preparation of IRs to show investors that the company’s board and
management are mindful of the need to ensure the ongoing viability of the business (Roberts, 2017).

Although SA has taken a leading position in promoting IR, Australia is also amongst the early adopters
of IR and companies in Japan have contributed to the significant growth in IR (IIRC, 2018). IRs have the
ability to make companies more cognisant of the impact they have and their dependence on social and
environmental capitals (Malola & Maroun, 2019). Moreover, IRs have the potential to make companies incor-
porate and alter their strategy and operations in order to commit to long-term sustainability and stake-
holder accountability (Malola & Maroun, 2019). For companies to survive and thrive in today’s competitive
world, it is critical that they align their decisions and practices with the interests of society and the commu-
nity (Du Toit et al, 2017). Stakeholders depend on high quality relevant information from companies to
influence their decision-making (Zhou, Simnett & Green, 2017). Thus, the disclosure of non-financial informa-
tion helps stakeholders to measure, monitor and manage a company’s performance and the impact of the
company on society (Barnabe et al., 2019). As a result, the adoption of IR has increased globally.

2.1. Integrated reporting assurance

The integrity of non-financial information in IRs are at risk if only the financial part of the report is
assured (Kilic, 2018). Without mechanisms that enhance credibility, IRs will fail to achieve their objective
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to give users dependable information for their decision-making purposes (Kilic, 2018). If IRs are perceived
to lack credibility, their aim will likely not be achieved (IIRC, 2018). IR assurance enhances users’ confi-
dence (IFAC, 2017a; Erin & Olojede, 2024). Assurance clarifies, informs, and enables criticism while making
sure the credibility of the information being used to inform management decisions is reliable (Maroun,
2020). A study on German companies which publish IRs established that the appreciation of non-financial
information together with the validity and reliability of the published information are among the causes
for the voluntary assurance of the IRs (Briem & Wald, 2018). Assuring financial reports is mandatory
whilst assuring IRs is not yet mandatory. Studies addressing the assurance of IRs have recognised the
demand and value of IR assurance (Jeriji & Nasfi, 2023; Miller et al., 2017)

Although the role of audit committee functions have been expanded to incorporate checking organ-
isation processes especially financial reports, there is not much knowledge regarding the actual role of
audit committees in non-financial reporting processes, especially in IR practices (Ahmed Haji and
Anifowose, 2016a). Auditors face multiple challenges when assuring non-financial information, one being
the fact that companies have to improve their internal controls over non-financial information flows in
order for auditors to have the ability to test and rely on internal controls (Goicoechea et al., 2019).
Neither the IIRC nor SA’s codes of corporate governance have made it mandatory for IRs to be assured
(Maroun, 2018). The limitations in the existing professional standards contribute to the challenges when
assuring IRs because the existing professional standards were not designed for IR assurance.

There is a paucity of research considering IR assurance and its influence on investment decision-making.
Most studies outline the benefits and the challenges associated with the assurance of IRs (Briem & Wald,
2018; Maroun, 2018). Prior studies concur that investors make reasonable investment-related judgements
if the information presented in reports is reliable and credible (Reimsbach et al., 2018; Briem & Wald,
2018; Kilic, 2018; Cheng et al.,, 2014). There is a need for legitimising the role of accounting firms in
assuring non-financial information (Briem & Wald, 2018). As such, IRs will be most valued by stakeholders
if the information being reported is credible, thus, potentially affecting investment (ACCA, 2015).

Assurance enhances confidence and provides value to management disclosures (Farewell & Pinsker,
2015). There is a significant relationship between the type of assurance and the likelihood of investing
as investors are more likely to trust an independent assurance than a management report (Farewell &
Pinsker, 2015). Investors ascribe value to companies that use high quality financial reporting and are
more willing to pay a higher share price for these companies (Elliot, Fanning & Peecher, 2020).
Nevertheless, there has been little guidance on assuring matters other than financial statements until the
International Standard on Assurance Engagement (ISAE) 3000 was issued by the IAASB (Jones & Iwasaki,
2011). Audit engagements for selected non-financial information are usually conducted in accordance
with ISAEs (Maroun, 2018). IRs are still not assured entirely, which may lead to the credibility of the
reports being questioned. These standards are designed to provide security for easily identifiable subject
matter according to well-defined criteria (AccountAbility, 2018). This makes determining the materiality
of non-financial information a challenge because professional standards were established in a financial
reporting context (Maroun, 2018). Overcoming these limitations of the existing professional standards for
the assurance of integrated reports will require more research to develop mechanisms that will promote
and improve the assurance of IRs. A vital part of IR practices is the development of the normative frame-
works and regulations (Jerifi & Nasfi, 2023).

3. Theoretical literature review

Studies focusing on integrated reporting and integrated reporting assurance use the following theories,
among others: stakeholder theory (Adegboyegun et al, 2020; Adhariani and De Villiers, 2019; Fernando
and Lawrence, 2014); legitimacy theory (Ahmed Haji and Anifowose, 2016b; Ahmed Haji and Anifowose,
2017; Herbert and Graham, 2021); agency theory (Briem & Wald, 2018); and institutional theory (Briem &
Wald, 2018; Ntim & Soobaroyen, 2013). Stakeholder theory is used to provide an explanation why organ-
isations make certain social responsibility disclosures in their annual reports (Deegan, 2014). While stake-
holder theory discusses the expectations of a particular group (stakeholders), legitimacy theory discusses
what the society in general expect (Deegan, 2014). Agency theory provides a discussion on the problems
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that happen in companies due to the split of owners and managers and stresses the mitigation of these
problems (Panda and Leepsa, 2017), whilst institutional theory provides a link between the organisation
and the social environment in which the organisation operates (Deegan, 2014). Legitimacy, stakeholder
and institutional theories are complementary and can be linked to non-financial information disclosure
practices and to financial information disclosures (Deegan, 2014; Fernando and Lawrence, 2014).
Stakeholder theory was found to be most applicable for this study.

Stakeholder theory describes the relationships between an organisation and its stakeholders, collec-
tively with the overall performance results of the relationships (Fernando and Lawrence, 2014; Jones,
Harrison & Felps, 2018). Under the stakeholder theory, management is required to report information to
stakeholders that include employees, customers, suppliers, banks, communities and shareholders
(Tanggamani, Amran & Ramayah, 2018). Stakeholders require organisations to meet numerous expecta-
tions of various stakeholder groups, rather than only the expectations of shareholder (Fernando and
Lawrence, 2014). Social and environmental disclosures are vital and non-financial information play a vital
role when making investment decisions (De Villiers, 2018). Nevertheless, the Global Reporting Initiative
and the International Integrated Reporting (lIR) Framework require organisations to identify their stake-
holders to ensure that key sustainability information is disclosed in their sustainability and IRs (De Villiers,
2018). The stakeholder theory requires managers to manage the business in the interests of the stake-
holders, although their can sometimes be influenced by the moral and ethical values of society (Kilic
et al., 2020). Where unethical practices exist, companies should demand sustainability guarantees to
remain accountable and transparent to their shareholders and stakeholders (Kilic et al., 2020).

3.1. Linking stakeholder theory to IR assurance

This theory addressed the relationship between IR assurance and investment decision-making because
management is required by this theory to report information to stakeholders. Thus, IR assurance gives
its users the confidence that the information is credible and reliable. The stakeholder theory accentuates
an organisation’s accountability and the rights of stakeholders (Fernando and Lawrence, 2014). Stakeholder
theory was considered more relevant for this study than the other theories described above because it
addresses the relationship between IR assurance and investment decision-making. Nevertheless, IR aims
to enhance accountability and stewardship (IIRC, 2021). The importance of IR stems from the require-
ment placed on management by the stakeholder theory to report information to stakeholders. IR recog-
nises the importance of reporting on more than just financial information and encourages a long-term
sustainable orientation that will benefit corporations and stakeholders (De Villiers, Hsiao & Maroun, 2017).
Companies are generally more proactive in their decision to provide assurance, especially for powerful
and influential stakeholders, thus, their pressure has also led to an increase in the assurance of
non-financial information (Martinez-Ferrero & Garcia-Sanchez, 2018).

4, Empirical literature review and hypotheses development

Companies have used financial reporting many years to communicate relevant information to stakehold-
ers and investors, and to ensure that they make informed decisions (Abdulla & Runco, 2020). Empirical
evidence suggests that higher quality financial reporting is associated with more efficient capital invest-
ment (Farewell & Pinsker, 2015; Jung, Lee & Weber, 2014; Lin, Wang & Pan, 2016). However, many com-
panies have now adopted IR to communicate relevant financial and non-financial information to
stakeholders and investors. Given that the assurance of IRs is not yet mandatory, this study examined
the relationship between integrated reporting assurance and investors’ decision-making. Many companies
are responding to calls for the assurance of IRs for different reasons and benefits. Investors make their
investment decisions based on the organisation’s transparency along with the accuracy and reliability of
the published information in the organisation’s reports. A study on social responsibility reporting and its
assurance in China found that the assurance of non-financial information increased credibility and inves-
tors’ willingness to invest (Shen et al., 2017). Similarly, the study of Steinmeier and Stich (2019) found a
positive association between sustainability assurance and sustainability investment. Investors are more
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likely to invest when assurance is provided on reports (Farewell & Pinsker, 2015). Thus, the assurance of
IRs will similarly increase investors’ willingness to invest.

The assurance rate for the world’s major 250 companies that publish corporate social responsibility
reports reached 63% in 2015 from 30% in 2005 (Shen et al.,, 2017). By 2017, this rate had increased to
67% (KPMG, 2017). However, by 2020, the rate declined to 62% due to the rise in the number of Chinese
companies in the 250 world’s largest companies since 2017 (KPMG, 2020). These assurance numbers are
subject to independent assurance (KPMG, 2020; KPMG, 2017; Maroun, 2020). Furthermore, the involve-
ment and domination of the government in China shaped how the assurance of non-financial informa-
tion was perceived and valued by Chinese investors (Shen et al.,, 2017). The assurance of IRs is a rising
area of interest for researchers, companies, assurance professionals and investors (Brown-Liburd et al,,
2018; Cheng et al,, 2014; Goicoechea et al, 2019; Maroun, 2020). Prior studies have shown the impor-
tance of IR assurance for investment decision-making (Brown-Liburd et al., 2018; Maroun, 2020, p. 190;
Steinmeier & Stich, 2019). However, despite the growing interest in IR assurance, there is not enough
empirical studies on how IR assurance influence investors’ decision-making (Cheng et al., 2014; Goicoechea
et al., 2019).

While previous studies focused on the effects of assurance of sustainability information, this study
extended its line of research (IR assurance and investment decision-making) by investigating the relation-
ship between IR assurance, specifically of JSE-listed companies, and investment decision-making. To meet
the research objectives of this study, the hypotheses below are formulated to test the relationship
between integrated reporting assurance and investment decision-making.

H,: Type of assurance has positive influence with investment decision-making.

H,: Level of assurance has a positive influence with investment decision-making.

5. Research design

A quantitative research method using secondary data to measure the relationship between the variables
of this research was applied in this study. The variables consist of independent variables (IR assurance),
dependent variables (investment decision-making) as well as controlling variables (company size, profit-
ability, leverage, share price and independence of assurance providers), and are described below. Given
the focus of this research which was to evaluate the current state of the assurance of IRs of JSE-listed
companies and how the current integrated reporting assurance practice associates itself with users’
investment decision-making, a positivist approach using deductive reasoning allowed for an objective
measure of the relationship between assurance and investment decision-making. Positivism and realism
are the two most common scientific philosophies used in quantitative studies (Coleman, 2019;
Brown-Liburd et al., 2018; Ryan, 2018). This study used a positivist approach to find statistical correlations
of the two variables (IR assurance and investment decision-making) and to demonstrate the relationships
between them. In order to explain the research phenomena, the research approach was applied to
gather numerical data that were then analysed using statistical analysis.

The population of this study consist of 297 publicly listed companies on the JSE in 2018 from different
sectors to which the provision of the JSE regulation to publish IRs applies. The JSE is amongst the top
exchanges worldwide on market capitalisation. JSE-listed companies were used because of the JSE reg-
ulation that requires publicly listed companies to publish their IRs annually. JSE-listed companies are
amongst those that control a substantial amount of the economy of SA. Therefore, the listed companies
were found to be more than likely to deliver a satisfactory picture of IR practices (Ahmed Haji and
Anifowose, 2016a) and IR assurance practices. JSE-listed companies are amongst those that control a
substantial amount of the South African economy and are possibly likely to deliver a clear picture of IR
practices (Ahmed Haji and Anifowose, 2016a; Erin and Adegboye, 2022). Given the probability that
JSE-listed companies are likely to assure their IRs because of the availability of resources, the population
was limited to JSE-listed companies. Mindful of the regulatory requirement of JSE-listed companies to
publish IRs, along with the growing calls for IR assurance (De Villiers, Rinaldi & Unerman, 2014; Briem &
Wald, 2018), this study evaluated the relationship between IR assurance and investment decision-making.
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We selected sample from JSE-listed companies over a period of three years from 2018 until 2020. The
reason for choosing this period was stirred by the fact that JSE listed companies have been publishing
IRs since 2010 as well as the expectation that the companies are likely to have adopted the practice of
assuring IRs because they have the financial resources. Secondly, a lot of companies, large and small,
were negatively impacted by the effects of the global pandemic of Covid-19 since 2020. This was
observed through the data collected during the year 2020. The study included companies from different
sectors therefore the sample consisted of five companies per sector. The companies were selected based
on the availability of the IRs of the companies for the period of the study (2018-2020).

5.1. Sample selection

The total population of JSE-listed companies as of July 2018 was 297 from various sectors. The list was
made available through the iRESS database. Five companies were selected from each sector. Thus, the
population was adjusted to remove companies from sectors which did not have at least five companies.
The decision to select five companies per sector was because of the need to ensure that the sample size
was both manageable and large enough for statistical analysis of the data. Companies that did not pub-
lish an IR for any year falling within the period of this study were also excluded. The sample consisted
of the remaining companies listed by sector description. Five companies per sector were selected for the
sample and this was based on the top five companies with published IRs for the period of this study. A
sample of 100 companies from 20 different sectors was selected. A total of 300 IRs, 100 IRs for each year,
were downloaded from the JSE website. The study applied a purposive non-probability sampling method
to select a manageable sample of 100 JSE-listed companies in 2018. A purposive non-probability sam-
pling method was applied to select the sample intended to achieve a fair distribution of companies in
the various industries. This approach was in line with other studies that adopted a similar approach such
as Herbert and Graham (2021) and Du Toit et al. (2017). Table 1 below displays details of the research
population and sample selection.

5.2. Variable measurement

5.2.1. Independent variables

This study used quantitative data to test the hypothesis that predicts that the independent variables will
positively influence the dependent variable. This study used one independent variable and five control
variables to influence the dependent variable. Appendix B shows the operationalisation of the variables.

Table 1. Research population and sample selection.

Sector Population 2018 1 or more IR not available Adjusted population sample
Banks 8 0 8 5
Chemicals 5 0 5 5
Construction & Materials 13 -2 1" 5
Financial Services 40 -2 38 5
Food & Drug Retailers 6 0 6 5
Food Producers 13 0 13 5
General Industrials 7 0 7 5
General Retailers 18 0 18 5
Health Care Equipment & Services 7 -1 6 5
Industrial Metals & Mining 15 -1 14 5
Life Insurance 6 -1 5 5
Mining 18 -1 17 5
Real Estate Investment & Services 1 -5 6 5
Real Estate Investment Trusts 32 0 32 5
Software & Computer Services 8 -2 6 5
Support Services 17 0 17 5
Technology Hardware & Equipment 6 0 6 5
Travel & Leisure 6 0 6 5
Industrial Transportation 5 0 5 5
Oil & Gas Producers 7 -2 5 5
Sectors with less than 5 companies (Co.) 49 0 49 0
Total 297 -17 280 100
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The independent variable used was IR assurance, and it was measured by two proxies, type of assurance
and level of assurance. The two proxies of assurance are described below.

There are limited studies that discuss measures of assurance. To determine the relationship of IR assur-
ance with investment decision-making, it was imperative that the assurance in the IR was identifiable.
Certain studies used the availability of assurance in IRs as a proxy on an experimental study that inves-
tigated the impact of IR assurance on investment related decisions and judgements (Reimsbach et al.,
2018). Assurance in IRs and the type of assurance provider are the most used proxies of assurance. This
study used type of assurance using an indication of the availability of assurance of the six capitals of IRs
as well as the level of assurance. Using the level of assurance as a proxy for assurance is informed by
the fact that only the financial information is assured in some IRs. In some cases, the financial informa-
tion and a selection of the non-financial information are assured. It is essential for this study to measure
assurance by indicating the type of assurance provided. The level of assurance also links to the level of
confidence (Elliot, Fanning & Peecher, 2020; Farewell & Pinsker, 2015; Martinez-Ferrero & Garcia-Sanchez,
2018; Reimsbach et al.,, 2018; Shen et al,, 2017).

5.2.1.1. Proxy 1 - Type of assurance. The principal role of audit committee functions has expanded to
include monitoring processes beyond their financial reporting given the shifting nature of the business
environment, the increasing number of corporate failures and the various capitals that companies depend
on for their success (Ahmed Haji and Anifowose, 2016a; IIRC, 2021). The capitals comprise of financial,
manufactured, intellectual, human, social and relationship, and natural (Herbert and Graham, 2021). This
study considered the assurance of the capitals because, similar to the auditing of financial information,
prior studies have shown that IR assurance is perceived as the key element of external scrutiny of non-
financial information (Maroun, 2020; Martinez-Ferrero & Garcia-Sanchez, 2018; Reimsbach et al., 2018).

5.2.1.2. Proxy 2 - Level of assurance. There are two recognised assurance levels, namely, reasonable
assurance and limited assurance (Hoang & Trotman, 2021). A third assurance level is a moderate level of
assurance that is equivalent to a limited level of assurance (Michelon, Patten & Romi, 2019). Both
reasonable and limited assurance were found to have resulted in higher reliability estimate than no
assurance at all (Hoang & Phang, 2021). Limited assurance diminishes engagement risk to a greater level
than reasonable assurance (Michelon et al. 2019). On the contrary, companies that chose a reasonable
or high level of assurance were usually larger and more profitable (Ruiz-Barbadillo and Martinez-Ferrero
2020). Higher levels of assurance require a more intensive assurance process to adequately reduce the
risk of an assurance engagement (Hummel, Schlick & Fifka, 2019). The level of assurance is therefore
denoted by the different proxies, namely, limited assurance, reasonable assurance, as well as whether the
assurance is combined or is provided for by the internal auditors of the company or external auditors.

5.2.2. Dependent variables

Investment decision-making is used as the dependent variable of this study. Investment decision-making
can be measured through various proxies. However, this study used three proxy variables to measure
investment decision-making, which are: earnings; the number of shares issued; and dividend yield (Elliot,
Fanning & Peecher, 2020; Pinsker & Wheeler, 2009). These proxies were founded to be associated with
investment opportunities (Serafeim, 2015).

5.2.2.1. Proxy 1 - Earnings. Earnings is commonly used to measure investment, such as a company’s
growth and market value (Gal & Akisik, 2020). Investment results in increased earnings, revenue and
book value in the future (Hsiao & Li, 2012). Thus, IR is expected to improve expectations for future profits
and reduce uncertainties brought on by sustainability-related activities (Caglio et al., 2020). Findings
showed that most investors are particularly susceptible to shifts in business earnings (Moikwatlhai et al.
(2019).

5.2.2.2. Proxy 2 - Issued shares. There is a positive influence between IR practice and shares held by
long-term investors (Moikwatlhai et al., 2019). Findings showed that investors are more likely to invest or
hold shares in companies that practice IR (Serafeim, 2015). Consequently, investor confidence is therefore
more likely to grow when the IR is assured. The study extracted the number of issued shares from the
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IRs of the listed companies use to measure this variable.

5.2.2.3. Proxy 3 - Dividend yield. Dividend yield states how much income will be received in relation to
the share price (Kengatharan & Ford, 2021). The study measured the dividend yield derived from the IRs.
A dividend vyield of less than 2% was considered as low, a dividend yield between 2% and 6% as
reasonable and above 6% as high to determine the level of the dividends that the company paid out
over the course of the reporting year. The study controls for other variables such as company size, profit
margin, leverage, share price and assurance providers as documented in other IR and assurance studies
(Erin and Adegboye, 2022; Ruiz-Barbadillo and Martinez-Ferrero 2020).

5.3. Control variables

The study used company size, profitability, leverage, improved share price and independence of the
assurance provider as additional control variables. These variables may have an impact on the data,
however, they were not investigated. Studies provide evidence that the incentives for IR assurance may
be impacted by control variables (Ruiz-Barbadillo and Martinez-Ferrero 2020; Maroun, 2020; Steinmeier
and Stich 2019).

5.4. Model specification

The study aims to explore the relationship between IR assurance and investment decision-making. In
order to analyse the data collected from the IRs of the listed companies selected for the study, multiple
regression analysis was employed in the study. Hypothesis (H1) is linked to Equations (1), (3) and (5)
while hypothesis (H2) is linked to Equations (2), (4) and (6). To investigate the relationship between the
dependent, independent, and control variables, the following regression formulas were utilised:

5.5. Earnings

Earning (Type): B, + B,AssuranceType, + 3,Companysize, + 3,ProfitMargin,. + B,Leverage, +
BsShareprice, + ,AssuranceProvider, + 11,

Earning(Level )=, + B,Assurancelevel, + ,Companysize, + 3, ProfitMargin, + 8, Leverage, +
BsShareprice, + B, AssuranceProvider, + L,

5.6. Number of shares issued

NoofSharelssued (Type) =f, + P, AssuranceType, + 3,Companysize, + 3, ProfitMargin,, +
B,Leverage, + .Shareprice, + B, AssuranceProvider, + 1,

NoofSharelssued (Level ) = B, + B,AssuranceLevel .+ 3,Companysize, + 3, ProfitMargin,, +
B,Leverage, + B,Shareprice, + ,AssuranceProvider, + 1,

5.7. Dividend yield

Dividend (Type) =, + B,AssuranceType, + 3,Companysize, + B, ProfitMargin, +
B,Leverage, + .Shareprice, + ;AssuranceProvider, + p,
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Dividend (Level ) = B, + B, Assurancelevel, + 8,Companysize, + B, ProfitMargin,, +
B,Leverage, + [.Shareprice, + B;AssuranceProvider, + pi,

b(1), b(2), b(3), b(4), b(5) and b(6) are weights of variables
(Type) = depends on Type of Assurance
(Level) = depends on Level of Assurance

6. Empirical results and discussion

This section presents the findings from the secondary data that was gathered for this study between
2018 and 2020. The results from the analysis aim to address the objectives of this study including the
hypotheses of this study.

6.1. The association between IR assurance and investment decision-making

This section addresses the first objective of this study which is to determine the association between IR
assurance of JSE-listed companies and investment decision-making. Investment plays a pivotal role in
driving the disclosure and assurance of non-financial information, as they deem it pertinent and valu-
able. Prior research indicates that investment-related decisions increase when IRs are assured (Briem &
Wald, 2018; Farewell & Pinsker, 2015; Miralles-Quiros et al., 2021; Maroun, 2018; Shen et al., 2017). The
study of Reimsbach et al. (2018) discovered that decisions pertaining to investments increased when
non-financial information was assured. For investors who base their investment decisions on the infor-
mation included in IRs, IR assurance will therefore be crucial. Using a multiple regression model to anal-
yse the data, the study found no statistical evidence in Table 2 that ‘Type of Assurance’ and ‘Level of
Assurance’ impacted ‘earnings’; however, it could be inferred that the two proxies of assurance had a
positive influence with ‘earnings. It was also inferred that both ‘Type of Assurance’ and ‘Level of Assurance’
had a positive influence with ‘Dividend Yield' based on the result from Table 3. In Table 4, the statistical
outcomes of the ‘'number of shares’ showed that ‘Type of Assurance’ had a negative influence while ‘Level
of Assurance’ had a positive influence with ‘number of shares issued-

The degree to which JSE-listed companies assured their IRs is found to be positive as the majority of
the companies chose reasonable external audit assurance and reasonable combined assurance for their
IRs. Compared to when a limited assurance is given, this is more likely to improve how users of IRs view
the report for investments. However, limited assurance is better than no assurance (Hoang & Trotman,
2021). The findings of this research are similar to that of other studies with a similar focus area. The
results of the studies revealed a favourable correlation between IR assurance and investment
decision-making (Hoang & Phang, 2021; Reimsbach et al.,, 2018; Shen et al., 2017; Steinmeier and Stich
2019). The study of Shen et al. (2017) found that investors were more willing to invest when assurance
was provided on corporate social responsibility, especially when came from an independent expert rather
than a company expert. A positive correlation was also observed between sustainability assurance and
sustainability investment, according to the findings of Steinmeier and Stich (2019). To increase the integ-
rity and dependability of IRs, it is necessary to support the valuable practice of reporting on non-financial
information and providing independent external assurance.

6.2. Reliability test

The Cronbach’s Alpha coefficients were tested to make certain the variables were reliable. A Cronbach’s
Alpha is a measure of internal consistency, that is, how closely connected a set of variables are as a
group. It is believed to be a measure of scale reliability. To test the reliability of the variables used,
Cronbach'’s Alpha coefficients were calculated and reported in Table 5. The overall Cronbach’s Alpha is



Table 2. Regression results of earnings.

COGENT BUSINESS & MANAGEMENT . 11

Model with type of assurance

Model with level of assurance

Model B t Sig B t Sig
(Constant) 0.857 1.266 0.207 0.896 1.326 186
Type of Assurance 0.043 0.770 0.442
Company Size 0.204 351 0.007%** 0.207 3.564 0.000%**
Profit Margin 0.136 2.213 0.028** 0.132 2.149 0.032%*
Leverage -0.017 -0.118 0.906 -0.018 —0.126 0.899
Share Price 0.138 2.466 0.014** 0.145 2,619 0.009%**
Independence of Assurance Provider 0.282 1418 0.157 0.263 1.286 0.200
Assurance Level 0.024 0.739 0.461
F-Statistic 4.928%** 4.919%**
R-Sq adj 0.073 0.073
""1%; **5%; *10% significance level.
Table 3. Regression results of dividend yield.
Model with type of assurance Model with level of assurance

Model B t Sig B T Sig
(Constant) 1.043 1.663 0.097* 1.055 1.686 0.093*
Company Size 0.113 2.102 0.036%* 0.114 2.122 0.035%*
Profit Margin 0.142 2.504 0.013** 0.141 2483 0.014**
Leverage —0.266 —2.000 0.046** —-0.267 —2.005 0.046%*
Share Price 0.162 3.136 0.002%** 0.164 3.215 0.007%**
Independence of —-0.012 —-0.067 0.946 —0.021 —-0.111 0.911

Assurance Providers
Type of Assurance 0.013 0.259 0.796
Level of Assurance 0.009 0.302 0.763
F-Statistic 4.090%** 4.095%**
R-Sq adj 0.058 0.058
“"1%; **5%; *10% significance level.
Table 4. Regression results of number of shares issued.

Model with Type of Assurance Model with Level of Assurance

Model B t Sig B t Sig
(Constant) 0.402 0.571 0.568 0.235 0.336 0.737
Company Size 0.139 2305 0.022** 0.138 2.289 0.023**
Profit Margin 0.173 2717 0.007*** 0.181 2.847 0.005%**
Leverage 0.033 0.219 0.827 —0.024 —-0.162 0.871
Share Price —0.023 —0.391 0.696 —0.054 —0.946 0.345
Independence of 0.485 2349 0.019** 0.165 0.781 0.435

Assurance Providers
Type of Assurance -0.211 —3.658 0.000***
Level of Assurance 0.131 3.936 0.000***
F-Statistic 5.344%** 5.717%**
R-Sq adj 0.080 0.086
"1%; **5%; *10% significance level.
Table 5. Reliability statistics.
Cronbach’s Alpha No. of Items
0.662 1

presented in Table 5 as 0.662. The item-specific alphas are high, which indicates that there is a high level
of internal consistency for the scale with this specific sample.

A reliability test value of 0.7 is generally accepted as a minimum, while a value as low as 0.6 may also
be considered depending on the nature of the data. The value should not be below 0.6 for widely used
scales (Dash, 2010). As presented in Table 5, the variables have Cronbach’s Alpha of 0.662, which is above 0.6.

6.3. Earnings regression model (dependent variable 1)

Based on Table 2, ‘Company Size' is significant at 1% level while ‘Profit Margin’ and ‘Share Price’ are sig-
nificant at 5% level. The variables of interest, ‘Type of Assurance’ and ‘Level of Assurance’ are not signif-
icant, and it can be concluded that there is no statistical evidence that ‘Type of Assurance’ and ‘Level of
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Assurance’ impact earnings. However, considering the coefficient of 0.138 and 0.024, it can be inferred
that ‘Type of Assurance’ and ‘Level of Assurance’ have a positive impact on ‘earnings’ Table 2 presents
statistical evidence that the goodness of fit is satisfied. Thus, the study concludes that the data fits the
model developed at a 5% significant level. Table 2 also explains the power of the variables used in the
model in determining earnings. There is statistical evidence that the variables are not strong enough
since they are able to explain only a 7.3% variation in ‘earnings.

6.4. Number of shares issued (dependent variable 2)

7

Based on Table 4, ‘Profit Margin’ and ‘Type of Assurance’ are significant at 1% level while, ‘Company Size
and ‘Independence of Assurance Providers’ are significant at 5% level. However, in the case of ‘Level of
Assurance, only ‘Company Size' is significant at 5% level. Considering the variable of interest, ‘Type of
Assurance, it is significant and it can be concluded that there is statistical evidence that ‘Type of
Assurance’ has an impact of —0.211 on ‘Number of Shares Issued' ‘Level of Assurance’ is also significant
and it can be concluded that there is statistical evidence that ‘Level of Assurance’ has an impact of 0.131
on ‘Number of Shares Issued’ In other words, ‘Type of Assurance’ has a negative effect on the ‘Number
of Shares Issued’ and ‘Level of Assurance’ has a positive effect on ‘Number of Shares Issued. Based on
the presentation in Table 4, there is statistical evidence that the goodness of fit is satisfied and it can be
concluded that the data fit well the model developed at 1% significant level. Table 4 also explains the
power of the variables used in the model in determining ‘Number of Shares Issued’ and there is statisti-
cal evidence that the variables are not strong enough since they are able to explain only 8% and 8.6%
variation in ‘Number of Shares Issued.

6.5. Dividend yield regression model (dependent variable 3)

7

Based on Table 3, ‘Share Price’ is significant at 1% level while ‘Company Size, ‘Leverage’ and ‘Profit Margin
are significant at 5% level. Considering the variables of interest, ‘Type of Assurance’ and ‘Level of
Assurance, are not significant and it can be concluded that there is no statistical indication that ‘Type of
Assurance’ and ‘Level of Assurance’ have an impact on ‘Dividend Yield. However, considering the coeffi-
cients of 0.013 for ‘Type of Assurance’ and 0.009 for ‘Level of Assurance; it can be inferred that both ‘Type
of Assurance’ and ‘Level of Assurance’ have a positive effect on ‘Dividend Yield’ As presented in Table 3,
there is statistical evidence that the goodness of fit is satisfied and it is concluded that the data fit well
the model developed at 1% significant level. Table 3 helps to explain the power of the variables used in
the model in determining ‘Dividend Yield’ and there is statistical evidence that the variables are not
strong enough since they are able to explain only 5.8% variation in ‘Dividend Yield'

6.6. IR assurance practices of JSE-listed companies

This section addressed the second objective of the study. Table 6 and Figure 1 below show how the
selected 100-listed companies assured their IRs for the periods 2018, 2019 and 2020 using a 6-point
Likert Scale (see Appendix A) for ‘Type of Assurance’ ‘Type of Assurance’ is a proxy of assurance and is
denoted by the assurance of the six capitals of IR. Companies will provide assurance for financials but
are not mandated to assure non-financial information included within the IRs.

Based on Table 6 and Figure 1, only one company in 2018 and 2020 did not assure the IRs, while two
companies did not assure their IRs in 2019. The assurance of IRs is not mandatory. However, only one
company, nevertheless, failed to provide IR assurance in 2018 and 2020, and two companies in 2019. The
intricacy of IR assurance or the high costs associated with IR assurance could have been among the
several factors that prevented the companies from providing assurance. Providing investors with relevant
and reliable information can reduce asymmetry and uncertainties (Akisik & Gal, 2020). However, the
study revealed an increase of companies assuring their IRs.

For the assurance of the financial capital only (Scale 2), 70% of the companies provided assurance in
2018 and 61% in 2019 and 2020. During the research period, most of the companies simply provided
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Table 6. Assurance practices of selected 100-listed companies.
Type of Assurance

2018 2019 2020
Scale No. of companies No. of companies No. of companies
1 1 2 1
2 70 61 61
3 7 8 7
4 12 16 18
5 10 13 1
6 0 0 2
Total Companies 100 100 100
80
70
60
50
40
30
20 ‘
) | I I ‘ I |
, —=_ HRN mEm - 1A
1 2 3 4 5 6

B Type of Assurance 2018 No. of companies B Type of Assurance 2019 No. of companies

B Type of Assurance 2020 No. of companies
Figure 1. Type of assurance by selected 100-listed companies.

assurance for their financial capital, despite the growing need for IR assurance. This is not surprising
considering that companies are required to have their financial reports audited but not their IRs.
Nevertheless, companies recognise that, for various benefits, it is critical to assure both the financial and
non-financial information. As presented in Table 6, the benefits of IR assurance have prompted companies
to progressively embrace the practice of assuring more than the financial capital. Companies are aware
that providing assurance guarantees the integrity of the IRs, which in turn helps view the IRs as trust-
worthy and dependable. IR assurance is relevant to stakeholders and investors, particularly if they rely on
the stock market data and the information they obtain from the companies’ IRs (Miralles-Quiros et al., 2021).

Eight companies in 2019 and seven companies in 2018 and 2020 provided assurance of the financial
capital and one additional capital (scale 3). For the assurance of financial capital and two extra capitals
(scale 4), 12 companies provided assurance 2018, 16 companies in 2019 and 18 companies in 2020. The
annual growth in the assurance of financial capital and two other capitals was reasonable. For the assur-
ance of financial capital and three extra capitals (scale 5), 10 companies provided assurance in 2018, 13
companies in 2019 and 11 companies in 2020. From 2018 to 2019, there was a rise of three companies
that provided assurance of financial capital and three other capitals, followed by a decline by three com-
panies in 2020. This may have resulted from the difficulties encountered in 2020 due to the Covid-19
pandemic which impacted every country, causing several to go into a lockdown. It also had an impact
on the economy, availability of resources and cash flows. The impact of Covid-19 is still lingering on the
operations of many businesses in SA, and the residue will remain for a long time as companies scale
down on employees or shut their doors permanently. The study also observed the delayed publication
of some of the IRs on the JSE website during the period of the lockdown.
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The study found that not a single company provided assurance of all six capitals (scale 6) in 2018 and
2019. Reasons for this were not provided in the reported. However, the challenges faced when assuring
non-financial information are not overlooked (Goicoechea et al., 2019; Maroun, 2018). Companies are still
limited by determinants such as company size and assurance costs of IRs (Simnett & Huggins, 2015).
Some companies mentioned in the IRs that they would take independent assurance of the IRs into con-
sideration in future. However, two companies assured all six capitals in 2020, indicating that companies
are progressively addressing calls for the assurance of IRs and the potential of having the entire IR
assured. Similar to that of other studies, the findings of this study demonstrate that companies recognise
the significance of IR assurance and are treating IR assurance with due diligence (Cheng et al., 2014;
Goicoechea et al., 2019; Hoang & Phang, 2021; Hassan et al., 2020; Kilic et al., 2020).

Table 6 and Figure 1 make it clear that businesses are progressively embracing the practice of assur-
ing both financial and non-financial information in IRs. Investors are somewhat encouraged by this effort
on the part of certain companies. While independent assurance adds credibility to IRs (Shen et al., 2017),
the study found that some companies provided compliance reviews or had management verify the pro-
cedures for measuring non-financial information in lieu of giving independent assurance of the
non-financial information. This is a result of companies using their discretion to determine whether the
IRs should be assured by an external independent assurance provider. Stakeholders, however, view infor-
mation backed by an independent assurance as credible (Briem and Wald, 2018; Hassan et al., 2020;
Maroun, 2018; Simnett and Huggins, 2015). The findings of this study thus confirmed the findings of
Miralles-Quiros et al. (2021) and offered empirical proof that companies are progressively adopting the
practice of assuring both the financial and non-financial information in IRs.

6.7. The degree to which JSE-listed companies assure their IRs

This section addresses the third objective which aimed to examine the degree to which companies,
specifically JSE-listed companies assure their IRs. The study employed ‘Type of Assurance’ and ‘Level of
Assurance’ as proxies of assurance. ‘Type of Assurance’ was denoted by the assurance of the six capitals
of IR using a 6-point Likert Scale. ‘Level of Assurance’ was denoted by the two recognised assurance
levels, limited and reasonable assurance, and whether the assurance was combined or provided by the
company’s internal auditors or other representatives of the company or external auditors (See Appendix
A). Tables 7-9 below present the degree to which sample assured their IRs for the period of this study.
The study sought to identify ‘Level of Assurance’ through a 7-point Likert Scale (See Appendix A).

One company did not provide assurance or indicate the type of assurance in the IR in 2018, according
to Table 7, while 70 companies indicated assurance of the financial capital. Subsequently, seven compa-
nies indicated assurance of the financial capital and one capital, 12 companies assured the financial
capital and two additional capitals, and 10 companies assured the financial capital and three additional
capitals. None of the companies assured all six capitals in 2018. The ‘Level of Assurance’ in 2018 presents:
15 companies did not indicate the level of assurance even though majority of the companies provided
assurance for at least one capital or more as presented under ‘Type of Assurance. Eight companies pro-
vided limited external audit assurance while 37 companies provided reasonable external audit assurance.
Nine companies provided limited combined assurance and 31 companies provided reasonable combined
assurance.

In Table 8, ‘Type of Assurance’ in year 2019, two companies did not indicate the type of assurance
whilst a majority, 61 companies, indicated an assurance for only the financial capital. Eight companies
indicated assurance of the financial capital and one additional capital, 16 companies assured the financial
capital and two additional capitals and 13 companies assured the financial capital and three additional
capitals. None of the companies assured all six capitals in 2019. The ‘Level of Assurance’ (in 2019) pres-
ents: 17 companies did not indicate the level of assurance in the IRs. This was two companies more than
2018. None of the companies provided limited internal audit assurance and reasonable internal audit
assurance. The number of companies that provided limited external audit assurance increased by one to
nine in 2019. This was followed by 35 companies provided reasonable external audit assurance which is
two companies less than in 2018, seven companies provided limited combined assurance which was also
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Table 7. The extent of the assurance of integrated reports by JSE listed companies (2018).

Type of Assurance Level of Assurance
Scale No. of companies Scale No. of companies
1 1 1 15
2 70 2 0
3 7 3 0
4 12 4 8
5 10 5 37
6 0 6 9
7 31
Total Companies 100 Total Companies 100
Table 8. The extent of the assurance of IRs by JSE listed companies (2019).
Type of Assurance Level of Assurance
Scale No. of companies Scale No. of companies
1 2 1 17
2 61 2 0
3 8 3 0
4 16 4 9
5 13 5 35
6 0 6 7
7 32
Total Companies 100 Total Companies 100
Table 9. The extent of the assurance of IRs by JSE listed companies (2020).
Type of Assurance Level of Assurance
Scale No. of companies Scale No. of companies
1 1 1 14
2 61 2 1
3 7 3 0
4 18 4 10
5 1 5 34
6 2 6 7
7 34
Total Companies 100 Total Companies 100
Table 10. Independence of assurance providers.
Independence of assurance providers
2018 2019 2020
Scale No. of companies % No. of companies % No. of companies %
1 2 2% 4 4% 2 2%
2 0 0% 0 0% 0 0%
3 98 98% 96 96% 98 98%
Total Companies 100 100% 100 100% 100 100%

two companies less than in 2019 and lastly, 32 companies provided reasonable combined assurance in
2019 compared to 31 companies in 2018.

Based on Table 9, ‘Type of Assurance’ (in 2020) demonstrates that only one company did not indicate
any assurance in their IR while 61 companies indicated assurance of the financial capital only. Seven
companies indicated the assurance of the financial capital and one additional capital whilst 18 compa-
nies assured the financial capital and two additional capitals, 11 companies assured the financial capital
and three additional capitals, and two companies assured all six capitals. The ‘Level of Assurance’ (in
2020) shows a reduction of companies which did not indicate the level of assurance in their IRs to 14
and one company which indicated a limited internal audit assurance. None of the companies provided
reasonable internal audit assurance. The number of companies that provided limited external audit assur-
ance increased from 2019 by one to 10 companies and a reduction by one company to 34 companies
which mentioned a reasonable external audit assurance was provided. Seven companies (same as 2019)
provided limited combined assurance. The results show a further increase in the number of companies
that offered reasonable combined assurance to 34 in 2020.
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Evidently from the above tables, companies are progressively adapting to the assurance of non-financial
information in IRs and offering reasonable assurance in most cases. Since secondary data were used for
this study, the reasons for the selective assurance of non-financial information or the lack of assurance
offered by some companies for non-financial information were not examined.

Based on Table 10, out of the 100-JSE listed companies selected for this study, 96% of the companies
in 2019 reported that the assurance providers were independent of the reporting company compared to
98% in 2018 and 2020. Only 2% of the companies in 2018 and 2020, and 4% in 2019, failed to include
information about their assurance providers’ independence in their reports. It is determined that when
the assurance provider is independent, the information in the report is more reliable and trustworthy.
The aforementioned findings indicate that there is a favourable relationship between IR assurance and
investment decision-making. In other words, IR assurance influences investment decision-making in a
favourable way. The result is consistent with other studies of a similar nature that discovered a positive
relationship between IR assurance and investment decision-making (Akisik & Gal, 2020; Briem & Wald,
2018; Cheng et al,, 2014; Reimsbach et al., 2018; Shen et al., 2017). These studies also revealed that
investors base their decisions about investments on the information’s authenticity and reliability as well
as the company’s transparency. Assurance is an element that adds certainty in the accuracy and reliabil-
ity of the published information (Miller et al.,, 2017). Users of IRs can successfully be reassured about the
company'’s sustainability through assurance (Goicoechea et al., 2019). The results also show that more
companies are assuring the IRs, indicating that businesses place a high value on IR assurance.

7. Summary and conclusion

This study explored the relationship between IR assurance and investment decision-making. There is a
rising interest amongst stakeholders to have companies assure the entire information in the IRs other
than the financial information. Investors make their investment judgements based on the transparency
of the company as well as the reliability and integrity of the information. As a result, the study saw a
rise of companies assuring their IRs. The degree to which the independent variables have impact on the
dependent variables was examined, and a positive influence was found between IR assurance and invest-
ment decision-making. The results of this study confirmed that companies were increasingly adopting
the assurance of non-financial information in IRs. Furthermore, the results also confirmed the importance
placed on IR assurance for enhancing credibility and reputation among stakeholders.

Investors rely on information in IR to make investment decisions and providing assurance on the reports
is one way to improve the credibility and reliability of the information. Investors are likely to gain confidence
when IRs are assured. However, companies currently exercise their own judgement with regard to the assur-
ance of the IRs. The practice of assuring IRs is not yet mandatory. The study found that not many companies
in the sample made use of an external assurance provider because they had a combined assurance model
in place. The study considered the following strategies to improve the quality of IR assurance: (i) the use of
independent external assurance providers to assure the entire IR make information reported to be
value-relevant. (i) similar to assurance statements of financial reports, the assurance statements of non-financial
information in the IRs should be easy to find and read. (iii) there is need to improve the existing professional
standards to take into consideration IR assurance and to ensure consistency in the assurance of the IRs.

The findings of this study have important implications for policymakers and practitioners, especially
the corporate executives and those charged with governance. The role of external assurance is crucial in
enhancing the quality of integrated reporting. External auditors must brace up for this new challenge by
ensuring that the content and form of presentation of the integrated report are reliable and credible.
Policymakers may also need to consider the costs and benefits of implementing assurance requirements
for integrated reporting. While assurance can provide significant benefits in terms of transparency and
accountability, it may also impose additional costs on companies and investors. Policymakers would need
to weigh these factors carefully to ensure that any regulatory requirements strike the right balance.
There is a need for standard-setters and regulators to continue to engage corporate organizations on the
best way to deliver high quality integrated reporting that serves the interest of a wide range of stake-
holders. The major contribution from this study highlights the effective interconnectivity between inte-
grated reporting assurance and investment decision.
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Finally, we discuss the study limitation and other areas for future research. The study was limited to a
sample size of 100 firms, which is country-specific; however, it sets the tone for future empirical research
on the subject matter. Firstly, future research could extend this by drawing on the entire main board of
the JSE instead of a sample to investigate the relationship between IR assurance and investment
decision-making. Secondly, future research could look into extending this research beyond 2020 and post
the Covid-19 pandemic. This is because many companies were impacted by Covid-19 pandemic and lock-
down in 2020 which was the year the study capped its data. However, regardless of the lockdown from
the pandemic in 2020, the findings still displayed an increase in companies assuring their IRs. Lastly,
future studies could examine a longer period since this study focused only on a three-year period.
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Appendix A

Table A1. Likert scale.
No List Scale
1 Type of assurance provided

No assurance

Assurance of financial capital (FC) only

Assurance of financial capital (FC) + 1 extra capital
Assurance of FC + 2 extra capital

Assurance of financials + 3 extra capital

Assurance of all 6 capitals
2 Level of assurance

No assurance / Not mentioned
Limited internal audit assurance
Reasonable internal audit assurance
Limited external audit assurance
Reasonable external audit assurance
Limited combined assurance

Reasonable combined assurance
3 Earnings

Not provided/ Headline loss
Decline in headline earnings from the previous year
Headline earnings remained constant

Increased headline earnings
4 Number of shares issued

Not provided

Decline in the number of issued shares from the previous year
Number of issued shares remained the same

Increased number of issued shares

5 Dividend yield
Not provided/ No dividend

Dividend yield on a lower level of less than 2%
Dividend yield on a reasonable level of 2-6%
Dividend yield on a higher level above 6%

6 Company size
Not provided

Decreased total assets

Total assets remained the same

Increased total assets
7 Profitability

Not provided
Profit margin decreased from the previous year
Profit margin remained the same

Increased profit margin
8 Leverage

Not provided
Leverage is high (above 1)

Leverage is good (1 or less than 1)
9 Share Price

Not provided
Share price decline
Share price remained the same

Increased share price
10 Independence of the assurance provider

Not provided
Assurance provider is/are dependent of the company
Assurance provider is/are independent of the company
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Appendix B

Table B1. Variables and their descriptions.

Variables

Description

Independent variable:
1. Integrated reporting
assurance

Proxies:
1. Type of assurance

2. Level of assurance
Dependent variable:
1. Investment
decision-making

Proxies:
1. Earnings

2. Issued shares
3. Dividend Yield

Control variables:
1. Company size
2. Profitability

3. Leverage

4. Share price

5. Independence of the
assurance provider

Assurance is descried by IoDSA (2016) as a meticulous application of evidence resulting in a claim or
statement by an assurance provider relating to a specified item or information for the purpose of
enhancing reliance on that item or information.

This study considered the assurance of the capitals because, similar to the auditing of financial information,
prior studies have shown that integrated reporting assurance is perceived as the key element of external
scrutiny of the non-financial information (Maroun, 2020; Reimsbach et al., 2018; Martinez-Ferrero &
Garcia-Sanchez, 2018).

Level of assurance is denoted by two recognised assurance levels, reasonable and limited assurance

Investment is a term associated with financial growth or financial return (Prasetya & Yulianto, 2019;
Siyanbola et al., 2019). Thus, investment decision-making is the making of a decision to invest.

Earnings contribute to a company’s market value and are commonly used to measure a company growth
(Gal & Akisik, 2020, p. 1231)

Shares are stocks held by investors (Moikwatlhai et al., 2019; Serafeim, 2015)

Serafeim (2015, p. 31) describes dividend yield as dividends over stock price at fiscal year-end.

Company size is a measure of the company and is measured by different proxies. However, this study
chose to adopt the concept to measure company size by total assets.

Profitability is one of the determinants of investment activity (Ncanywa et al.,, 2017, p. 50), and is measured
by net income and stockholders’ equity (Ruiz-Barbadillo and Martinez-Ferrero (2020, p. 2333).

A company’s financial leverage refers to the “informational needs of the company’s creditors” (Hummel
et al.,, 2019, p. 745). It is measured by total debts over total equity (Gal & Akisik, 2020; Ruiz-Barbadillo
and Martinez-Ferrero 2020).

Musah and Aryeetey (2021, p. 57) describe a company’s share price is a representative of investors’
confidence in the future profitability of the company.

Assurance providers are required to be sufficiently independent because the cost of compromised
independence is significant (Steinmeier & Stich, 2019, p. 183). Assurance providers usually include
references on their independence in the assurance statement or report (Hummel et al., 2019, p. 739).
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