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ABSTRACT

This study investigates the effect of integrated reporting disclosure (IRD)
on firm value, with audit tenure as a moderating variable. The sample
consists of mining and property companies listed in ASEAN-5 capital
markets, yielding 363 firm-year observations between 2021 and 2023
through purposive sampling. Using panel data regression, the findings
show no significant relationship between IRD and firm value. Moreover,
audit tenure negatively moderates this relationship, suggesting that
extended auditor tenure weakens the potential benefits of integrated
reporting. This negative moderating effect implies that prolonged auditor—
client relationships may compromise auditor independence, signal
governance concerns to market participants, and reduce the credibility of
voluntary disclosure initiatives.
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ABSTRAK

Penelitian ini menguji pengaruh pengungkapan pelaporan terintegrasi (PPT)
terhadap nilai perusahaan, dengan masa jabatan auditor sebagai variabel
moderasi. Sampel penelitian terdiri dari perusahaan pertambangan dan properti
yang terdaftar di pasar modal ASEAN-5, menghasilkan 363 observasi pada periode
2021 hingga 2023 melalui teknik purposive sampling. Dengan menggunakan
metode regresi data panel, hasil penelitian menunjukkan tidak terdapat hubungan
signifikan antara PPT dan nilai perusahaan. Selain itu, masa jabatan auditor
terbukti memoderasi hubungan tersebut secara negatif, yang mengindikasikan
bahwa masa jabatan auditor yang panjang melemahkan potensi manfaat dari
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1. Introduction

The phenomenon of information asymmetry remains relatively pronounced, as evidenced by
the ACFE (2024) survey reporting 183 cases of financial statement misrepresentation in the Asia-
Pacific region, with average losses reaching USD 1.2 million. These findings are corroborated by
the PwC (2022) survey, which positions Indonesia at the forefront of information asymmetry cases
involving financial reporting fraud, followed by Singapore, the Philippines, Vietnam, and
Malaysia. Information asymmetry results in suboptimal allocation of corporate resources between
principals and agents (Garcia-Sanchez & Noguera-Gamez, 2017), ultimately impacting firm value
negatively. Integrated Reporting (IR) serves as a transparency mechanism essential for
establishing robust relationships with principals (Abogazia et al., 2024; Bagonza et al., 2024)
reducing the adverse effect of information asymmetry. Despite IR implementation across several
countries, information asymmetry practices persist and potentially influence firm value due to
information gaps that may affect investor decision-making (Bessler et al., 2011; Weli & Betseda,
2021).

Building on this foundation, our study reexamines the linkage between IRD and firm value in
five ASEAN markets, with auditor tenure functioning as a moderating variable. Aydogmus et al.
(2022) demonstrate that global corporations experience intensifying pressures to advance their
governance structures and risk communication protocols addressing financial, environmental,
social, and governance dimensions, reflecting amplified investor vigilance. Concurrently, the
transformative shifts in worldwide economic systems propel organizations to integrate holistic
ESG principles alongside traditional financial considerations into both strategic deliberations and
capital deployment frameworks (Bagh et al., 2024). Consequently, exploring how IRD influences
firm value becomes critically important, particularly in the Southeast Asian region, which has
emerged as a prominent global investment destination (Truong, 2025).

IRD has become a subject of extensive research within the accounting literature, yet empirical
evidence yields inconsistent findings (Abogazia et al., 2024; Makri & Kabra, 2023; Nurkumalasari
etal., 2019; Obeng et al., 2020; Wahl et al., 2020). Prior studies found the positive relationship in
IRD -firm value dynamics (Abogazia et al., 2024; Makri & Kabra, 2023; Obeng et al., 2020).
Conversely, contradictory findings are reported by Nurkumalasari et al. (2019) and Wahl et al.
(2020), who identify an insignificant effect between IRD and firm value. The inconsistent findings
regarding the IRD-firm value relationship may be attributed to variations in firm value
measurement, proxy selection, sample characteristics, and differing research contexts.
Consequently, further investigation into the effect of IRD on firm value remains necessary to
provide more comprehensive understanding. These inconclusive findings necessitate examining
alternative moderating variables that may explain the divergent results of prior studies, particularly
within the Southeast Asian context.

Although companies have published non-financial reports such as IR, investors require
validation from external parties, particularly due to the dynamic relationship between companies
and investors that results in information asymmetry (Angir & Weli, 2024). External auditors,
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especially those with extended tenure, are perceived as capable of providing external assurance
regarding the credibility of information disclosed by companies (Amoako et al., 2023). Saleh Aly
et al. (2023), Patterson et al. (2019), and Chen et al. (2008) argue that auditors with longer
engagement periods acquire extensive experience and knowledge about company operations and
industry dynamics. Audit tenure is therefore considered capable of explaining variations in how
various financial and non-financial information shapes firm value for stakeholders.

IRD intensity exhibits a positive linear association with firm valuation (Abogazia et al., 2024).
This relationship captures agency dynamics between principals and agents, whereby IRD enhances
transparency and mitigates information asymmetries (Bagonza et al., 2024), consequently
contributing to value creation (Garcia-Sanchez & Noguera-Gamez, 2017; Zhou et al., 2017). Audit
tenure functions as a complementary governance mechanism that attenuates information
asymmetries, thereby amplifying the value-enhancing effects of non-financial disclosure. Bagh et
al. (2024) argue that firm value is not directly attributable to cost-benefit considerations alone, but
emerges through complex interactions between non-financial disclosure and complementary
factors, including audit tenure. Effective audit mechanisms are essential for corporate oversight in
producing IR that drives firm value creation (Aktas et al., 2019; Eisenhardt, 1989; Rossi & Harjoto,
2020).

This study investigates the moderating effect of audit tenure on the relationship between IRD
and firm value, an association that remains underexplored in emerging market contexts. While
Kuzey et al. (2023) examined sustainability reporting's impact on firm value with audit tenure as
a moderator, our research extends this literature by exploring how the integration of financial and
non-financial disclosures influences firm valuation, with audit tenure hypothesized to amplify this
relationship. Prior literature has predominantly focused on standalone non-financial reporting
effects, whereas this study employs IR as a comprehensive disclosure mechanism that, according
to Permatasari & Narsa (2022), synthesizes financial and non-financial information. We select
IRD as our focal variable given its superior value relevance relative to traditional sustainability
reports when combined with accounting information (Permatasari & Narsa, 2022).

Furthermore, in contrast to Kuzey et al. (2023), who examined non-financial firms across a
mixed sample of developed and developing countries, this study focuses exclusively on five
ASEAN economies (Indonesia, Malaysia, Singapore, Thailand, and Philippines) that represent
emerging global investment destinations. ASEAN-5 countries also constitute a compelling
research setting characterized by heightened institutional and market-driven imperatives for
substantive environmental disclosure compliance (Lina & Rohmah, 2024). We specifically target
environmentally sensitive sectors—mining and real estate—to provide a more focused analytical
framework. This targeted approach enables deeper insights into IRD effectiveness within
homogeneous institutional contexts and high-impact industries, thereby offering enhanced
theoretical precision and practical relevance for emerging market stakeholders.

We examine mining and property companies from five ASEAN countries (Indonesia,
Singapore, Malaysia, Philippines, and Thailand) over 2021-2023, using Bloomberg data and
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annual reports analyzed through fixed effects models in STATA 14. Our findings reveal no
significant IRD-firm value relationship, while audit tenure negatively moderates this association.
This study contributes to firm valuation and integrated reporting literature in two ways. First,
investors in Big Five ASEAN markets do not perceive IR as value-relevant for investment
decisions, reflecting nascent IRD implementation and limited auditor assurance frameworks that
compromise disclosure credibility. Second, extended audit tenure significantly weakens the IRD-
firm value relationship, suggesting independence concerns from extended interactions produce
unfavorable market signals. These findings recommend periodic auditor rotation in real estate and
mining sectors to maintain audit quality and market confidence.

2. Theoretical framework and hypotheses development
Agency theory

Agency theory addresses the mitigation of potential conflicts of interest between firm owners
and management (Jensen & Meckling, 1976). This theoretical framework facilitates understanding
of the relationship between principals (owners or investors) and agents within corporate structures
(Eisenhardt, 1989). The theory explicates the dynamics wherein principals delegate specific
authority to agents to execute tasks on their behalf (Aktas et al., 2019; Moscariello et al., 2019;
Rossi & Harjoto, 2020). This relationship extends beyond firm boundaries to encompass broader
social contexts involving institutional counterparts, competitors, and policymakers (Panda &
Leepsa, 2017).

Agency theory posits that the divergence between ownership and control structures creates
opportunities for information imbalances between stakeholders (Jensen & Meckling, 1976).
Nevertheless, certain principals demonstrate capacity to bridge these informational divides
through their expertise, incentives, and cognitive resources, subsequently elevating transparency
standards (Donnelly & Mulcahy, 2008). This informational disparity inherent in principal-agent
relationships provides theoretical justification for IR emergence, which synthesizes sustainability-
oriented (non-financial) content with conventional financial statements (Pertiwi et al., 2022;
Raimo et al., 2020; Shahria, 2023), effectively narrowing communication gaps between corporate
ownership and executive management. Organizations therefore implement such proactive
disclosure mechanisms to strengthen stakeholder confidence and attenuate agency-related
vulnerabilities (Jensen & Meckling, 1976; Watts & Zimmerman, 1983). Agency theory provides
the theoretical foundation for understanding how IRD influences firm value, with this relationship
potentially strengthened by audit tenure.

IRD and firm value

Information asymmetry impairs investors' ability to identify viable investment targets, thereby
constraining firm value creation (Pujiastuti et al., 2024). Such asymmetries emerge as detrimental
byproducts of agency conflicts within organizations. IRD serves as a mechanism to mitigate
information asymmetry by providing investors with comprehensive disclosure that enhances
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investment confidence and signals corporate creditworthiness. This theoretical framework is
supported by Garcia-Sanchez & Noguera-Gamez (2017) and Zhou et al. (2017), who demonstrate
that IRD effectively reduces information asymmetries and facilitates value creation processes. The
evolution of corporate reporting formats has led to diverse disclosure types, often creating
confusion between sustainability reports and CSR disclosures in decision-making and value
creation processes (Boodhun & Jugurnath, 2023).

This confusion can be mitigated through IRD, which incorporates sustainability reporting
components alongside additional information to create a holistic reporting framework (IIRC,
2013). Velte (2022) posits that IR's multi-capital framework—encompassing natural,
manufactured, intellectual, relational, and financial resources—furnishes complementary
disclosures that facilitate principals' capacity to mitigate informational disparities between
corporate management and capital providers. Environmental and social transparency mechanisms
serve as effective instruments for attenuating agency expenditures (Loh et al., 2017). Islam (2020)
documented that IRD significantly enhances firm value by stimulating integrated thinking within
organizations and improving resource utilization efficiency. The study demonstrates that IRD
influences operational performance, financial outcomes, and market growth prospects. All things
considered, improved non-financial disclosure, like IR, has a favorable effect on share prices by
strengthening investors' perceptions of the company's future prospects (Hichri, 2023; Pavlopoulos
et al., 2019; Zhou et al., 2017). Building on this theoretical rationale and corroborating empirical
observations, we formulate the ensuing hypothesis:

Hi: IRD has a positive impact on firm value.

Audit tenure as a moderator between IRD and firm value

The adoption of IR contributes to firm value enhancement by strengthening transparency
mechanisms and fostering stakeholder trust (Alatawi et al., 2025; Hichri, 2023). Sustained audit
engagements contribute to enhanced audit quality outcomes, creating favorable implications for
corporate valuation (Brooks et al., 2022; Jadiyappa et al., 2021). Prior studies (Brooks et al., 2022;
Jadiyappa et al., 2021) also add that this relationship emerges through auditors' progressive
accumulation of client-specific expertise and operational understanding, ultimately strengthening
the precision and credibility of financial reporting processes. However, long-term client-auditor
relationships may elevate misstatement risks arising from impaired auditor objectivity and
compromised professional independence (Soroushyar, 2023). Empirical evidence reveals that
audit tenure positively moderates relationships between CSR practices and firm value (Brooks et
al., 2022), as well as between audit fees and banking sector performance, with extended
engagements strengthening these associations (Ogundele et al., 2025). Similarly, in sustainability
reporting contexts, longer audit tenure enhances the value relevance of sustainability report
through improved credibility (Kuzey et al., 2023).
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These consistent patterns across related disclosure domains suggest that audit tenure may
analogously moderate the IRD-firm value relationship. We theorize that extended auditor-client
relationships enhance integrated report reliability and credibility, thereby amplifying their positive
valuation effects. This hypothesis is grounded in established evidence linking longer audit tenure
with superior audit quality and financial reporting accuracy—core components of comprehensive
integrated reporting frameworks (Brooks et al., 2022; Jadiyappa et al., 2021; Kuzey et al., 2023,;
Ogundele et al., 2025). A professional relationship exists between principals (owners and
shareholders) and agents (management), wherein the principal's firm becomes the auditee and
delegates authority to auditors to perform duties on behalf of the principal. This relationship can
be explained through agency theory (Aktas et al., 2019; Eisenhardt, 1989; Rossi & Harjoto, 2020).
The audit function operates as a governance mechanism that attenuates informational disparities
between organizational principals and their appointed agents. Conversely, regarding short audit
tenure, Almutairi et al. (2009) explain that brief audit engagements potentially generate substantial
information asymmetry due to auditors' insufficient familiarity with the company and industry
dynamics. Therefore, audit tenure within a firm plays a crucial role in shaping investor perceptions
derived from audit outcomes (Su et al., 2016). Based on the aforementioned discussion, the second
hypothesis of this study is:

Hb»: Audit tenure moderates the relationship between IRD and firm value.

Figure 1 below depicts the research model.

H1
IRD X Firm Value

|

|

|

|

|

|

|

|

|

|

|

H2

Audit Tenure

Figure 1. Research framework

3. Research method
Sample and data

This study focuses on examining companies with high environmental impact, specifically
mining and property sectors, listed in ASEAN-5 capital markets according to international sector
codes (MSCI, 2024). The research period spans 2021-2023 to mitigate potential bias arising from
reduced consumer purchasing power in the property sector during the COVID-19 pandemic, which
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adversely affected corporate revenues (Wiradinata et al., 2022). The rationale for selecting these
countries aligns with Chairani & Siregar (2021), who demonstrate that these five nations exhibit
the highest economic development within ASEAN and share similar geographical and social
characteristics. The selection of mining and property & real estate sectors is predicated on their
extensive exploitation of natural resources, which directly correlates with integrated reporting's
emphasis on sustainability matters, particularly natural resource stewardship.

A purposive sampling approach facilitated sample extraction from the predetermined
population base. Empirical data originated from secondary archival sources encompassing annual
corporate disclosures accessible through official organizational platforms and Bloomberg's
comprehensive database, generating an aggregate of 363 entity-year observations. The sectoral
distribution comprises 57 mining companies representing 47.11% of the total sample, while the
property sector accounts for 64 companies or 52.89% of the sample. This study adopts the MSCI
(2024) sector classification framework to ensure consistent sectoral categorization across the five
target countries. Table 1 outlines the sample derivation process, screening protocols applied to the
population, and the resulting observational units analyzed herein. Subsequently, Table 2 exhibits
all mining and property companies by country.

Table 1. Sampling criteria

No Criteria Total

1 The study focuses on companies operating in mining and real estate sectors, 758
" classified according to MSCI international sector codes (MSCI, 2024).

2. Companies not presenting complete ESG disclosure (Bloomberg database) (633)

Firms with inaccessible annual reports through stock exchange databases or

3. official corporate websites over the 2021-2023 period. )
Sample Total 121
Observation Total (3 years) 363

Table 2. Sample distribution

Country Number of firms Percentage (%)
Indonesia 22 18.18
Malaysia 20 16.53
Singapore 33 27.27
Thailand 16 13.22
Philippines 30 24.79
Total 121 100

Variable and measurement

This investigation employs four distinct variable categories, namely dependent, independent,
moderating, and control variables, to accommodate and examine the proposed research
framework. Variable operationalization draws upon established literature deemed pertinent for
ensuring measurement precision and construct validity. Firm value serves as the dependent
variable in this analysis, operationalized through Tobin's Q ratio. The Tobin's Q metric represents
the summation of market capitalization (share price multiplied by outstanding shares) and total
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liabilities book value, divided by total assets book value (Dang et al., 2020; Lee & Yeo, 2016; Wahl
et al., 2020). This proxy demonstrates appropriateness given the market-oriented nature of the
study's independent construct and its extensive validation in prior empirical research (Barth et al.,
2017; Lee & Yeo, 2016; Nurkumalasari et al., 2019).

The independent variable employed in this investigation comprises IRD, operationalized
through comprehensive content analysis of constituent elements and sub-elements aligned with
IIRC (2013) framework and Lee & Yeo (2016) methodology, encompassing eight primary
indicators across 44 distinct assessment criteria. Our analytical approach involves systematic
evaluation of information content disclosed by corporations, drawing upon the methodological
foundation established by Ibrahem (2023). The scoring mechanism assigns a binary value when
integrated reporting indicators are evidenced within corporate annual disclosures, we will assign
value 1, while absence of such indicators receives a 0 value. For this current study, IRD is subjected
to potential measurement bias and inter-coder reliability of content analysis. To address this issue,
we used 4 different persons to perform the coding for the IRD variable. Then, in the last step, the
head of research will do some sampling for the coder result to match what the head of research
comprehends and the outcome of the analysis content. After selecting four alternative coder
outcomes per coder, it is determined that the output is same.

Audit tenure serves as the moderating variable, conceptualized as the temporal duration
characterizing the professional relationship between client organizations and external auditing
entities concerning both assurance and non-assurance service provision through contractual
arrangements, quantified by the aggregate years of engagement continuity (Kuzey et al., 2023).
Our measurement protocol for audit tenure involves calculating the cumulative years of
professional engagement between corporate clients and their respective auditors. The tenure
quantification commences with an initial value of unity during the inaugural year of engagement,
with successive annual increments of one unit for subsequent years of continued partnership.

Three control variables are incorporated into the research model: profitability, firm size, and
leverage. The selection of these control variables is grounded in their demonstrated significance in
influencing corporate attractiveness to investors and shareholders (Cris6stomo et al., 2011), while
simultaneously accounting for additional factors hypothesized to be pertinent in explaining the
relationship between IRD and firm value. Profitability, represented by ROA, serves as a control
variable given its established influence on corporate valuation documented in prior literature
(Husna & Satria, 2019; Jaya, 2020). This metric is computed by dividing net income by total
corporate assets (Makri et al., 2014). Firm size constitutes a measurable attribute derived from
total assets at fiscal year-end (Angeline et al., 2020; Puspitaningtyas, 2019) or alternatively
assessed through sales revenue or employee count (Jaya, 2020). This control variable is obtained
through the natural logarithm of total assets (Ln Total Assets). The final control variable, leverage,
is measured utilizing the debt-to-equity ratio (DER) following established methodologies from
previous investigations (Munawar, 2019; Vitolla et al., 2020; Zuhroh, 2019). Full details regarding
the types of variables, measurement indicators, and reference sources are presented in Table 3.
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Table 3. Summary of research variables and measurement

Acronym Variables Measurement Type Reference
Market Value Equity
Tobin’s Q Firm Value (MVS) + Total Dependent Aydogmus et al. (2022)

Liability/Total Assets Variable

The weighted score of IRD
Integrated Reporting provides by indexing IIRC Independent

IRD Disclosure the score range 0-44 Variables lIRC (2013)
Total Engagement in Year
. between Auditor and Moderating
AuTen Audit Tenure Auditee Variable Rahman et al. (2020)
(Total Liability/Total
1 [}
LEV Leverage Equity) x 100% antrol Vitolla et al. (2020)
Variables
ROA = Net Income/Total
ROA Firm Performance Assets Control Makri et al. (2014)
Variables
. . Natural Logarithm of Total Control Nurhikmawaty et al.
SIZE Firm Size Assets Variables (2020)

Data analysis technique

This investigation employs panel data regression estimation methods employing Stata 14
software. Several sequential procedures precede the analytical examination in this research.
Initially, descriptive statistical analysis is conducted to assess central tendency measures and data
distribution patterns. Subsequently, we determine the optimal panel data regression estimation
approach among three alternatives: Common Effect Model (CEM), Fixed Effect Model (FEM),
and Random Effect Model (REM). The selection process for the most appropriate regression
estimation framework involves executing Chow tests, Hausman tests, and Lagrange Multiplier
tests. Finally, classical assumption validation is performed to ensure the research model yields
representative outcomes. This study implements two analytical panels with two supplementary
panels serving as robustness checks. Upon identifying the superior model specification for each
framework, regression analysis is executed to examine inter-variable significance relationships.
Panel 1 examines the first hypothesis incorporating IRD and audit tenure as explanatory variables.
In Panel 2, the interaction between IRD and audit tenure is incorporated into the model
specification to test the second hypothesis. Panels 1 and 2 are represented through the following
equation models 1 and 2:

Model 1:
Tobins’ Qi = o + 1 IRDj¢ + B2 Tenureiy + B3 LEViy + B4 ROA+ Bs SIZEi; + ¢
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Model 2:
Tobins’ Qi = o + B1 IRDi¢ + B2 Tenureis + 3 LEVi¢ + fs ROA; + Bs SIZEi + s IRD*Tenure;; + €

where:

TobinsQi ¢ = Firm value of company i in year t

IRD; = IRD score of company i in year t

Tenure; = Total years of audit engagement i in year t
IRD*Tenure; ¢ = Interaction between IRD and audit tenure i in year t
LEVi; = Debt to equity ratio i in year t

ROA. ¢ = Return on asset i in year t

SIZE; = Natural logarithm of total assets i in year t

4. Results and discussion

The final sample comprises 121 companies yielding 363 firm-year observations spanning
the 2021-2023 period. This section employs descriptive statistics to elucidate data characteristics
through measures of central tendency and dispersion, encompassing mean values, standard
deviations, maximum and minimum thresholds. Subsequently, correlation analysis examines inter-
variable relationships within the research framework prior to hypothesis testing. Panel data
regression analysis serves as the conclusive analytical procedure to determine empirical support
for the proposed hypotheses.

Descriptive statistics

The descriptive statistical analysis presented in Table 4 summarizes central tendencies,
dispersion measures, and range values across all research variables. Tobin's Q demonstrates an
average value of 1.0423 (minimum = 0.02, maximum = 122.84), indicating that the market
valuation of equity and liabilities across the sample firms exceeds their respective book values of
total assets. This above-unity average suggests that mining and property sector equities within the
ASEAN-5 countries approach parity while exhibiting tendencies toward market overvaluation.
The lowest Tobin's Q ratio was recorded by PT Bakrieland Development Tbk. (Indonesia) during
2021-2022, whereas Enex Energy Corporation (Philippines) achieved the highest ratio in 2021.
The standard deviations for Tobin's Q and IRD register 6.5487 and 7.5859, respectively, revealing
greater variability in IRD compared to firm valuation metrics. This dispersion pattern indicates
substantial heterogeneity in integrated reporting disclosure practices among mining and property
enterprises across Indonesia, Malaysia, Singapore, Thailand, and the Philippines. IRD exhibits a
mean score of 33.801, ranging from a minimum of 10 to a maximum of 44 disclosure items. Mining
and property companies within the ASEAN-5 region demonstrate considerable commitment to
integrated reporting transparency, as evidenced by disclosure rates exceeding 75% of total
reporting elements stipulated by the IIRC (2013) framework.
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Table 4. Descriptive statistics

Obs Mean Maximum Minimum Std. Dev.
Tobin’s Q 363 1.0423 122.84 0.02 6.5487
IRD 363 33.801 44 10 7.5859
Tenure 363 9.3278 22 1 5.2210
IRD*Tenure 363 316.399 924 22 197.891
LEV 363 0.9726 24.4725 -25.5853 2.1232
ROA 363 3.3713 55.73 -56.49 9.4932
SIZE 363 14.703 22.3255 7.3545 1.8029

Several corporations demonstrate comprehensive IRD across all dimensions, exemplified by
Malaysia's Yinson Holdings BHD in 2023, Philippines-based SM Prime Holdings throughout the
observation period (2021-2023), and Thailand's Supalai PCL in 2023. Conversely, Pryce
Corporation from the Philippines exhibited the most limited IRD in 2022, revealing merely 10
disclosure items from the complete 44-item framework. The trajectory of IRD intensity within
annual reports exhibits an upward trend, evidenced by an average enhancement rate of 0.95% as
illustrated in Figure 2. This pattern suggests heightened corporate recognition regarding IR's
significance in annual reporting as a value creation mechanism. These findings align with Garcia-
Sanchez & Noguera-Gamez (2017) assertion that comprehensive IRD facilitates investor
comprehension of annual reports while mitigating information asymmetry challenges between
agents and principals.

4140 4127

4120

4100 4093

4080
4060 4050
4040
4020

4000
2021 2022 2023

Figure 2. Total movement of IRD

Audit tenure, representing the duration of auditor-client engagement relationships,
demonstrates a mean value of 9.3278 (minimum = 1, maximum = 22). The average audit tenure
indicates that auditor-client associations predominantly fall within the extended engagement
category, exceeding the nine-year threshold established by Johnson et al. (2002). This finding
suggests potential challenges to auditor independence, aligning with Al-Thuneibat et al. (2011),
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who argued that auditor objectivity becomes compromised through excessive familiarity and over-
rapport development between auditors and their clients within specific industry contexts.
Regarding control variables, leverage (LEV), profitability (ROA), and firm size (SIZE) exhibit
mean values of 0.9726, 3.3713, and 14.703, respectively. The average leverage ratio, measured
through debt-to-equity calculations, reveals sub-unity values, indicating that equity financing
predominates over debt obligations among ASEAN-5 mining and property enterprises. This capital
structure configuration suggests relatively robust financial positioning and enhanced debt
servicing capabilities. Profitability metrics demonstrate that mining and property corporations
across the five ASEAN economies maintain satisfactory operational effectiveness in generating
returns through comprehensive asset utilization strategies. Finally, mining and property enterprises
spanning Indonesia, Malaysia, Singapore, Thailand, and the Philippines exhibit substantial
organizational scale with relatively modest inter-firm variations, as evidenced by the standard
deviation of 1.8029, indicating considerable homogeneity in corporate magnitude across the
regional sample.

Correlation analysis

Table 5 presents the inter-variable correlation matrix conducted prior to hypothesis testing
procedures. Several noteworthy correlational patterns emerge from this preliminary analysis,
particularly a statistically significant yet modest negative association between IRD and firm value
(Tobin's Q), exhibiting a correlation coefficient of -0.1706 at the 5% significance threshold. This
inverse relationship suggests that enhanced IR quality corresponds with diminished firm valuation
metrics, albeit the magnitude of this association remains relatively weak. Such findings indicate
that standalone IR implementation proves insufficient for substantive value generation in
accurately portraying organizational circumstances. Additionally, profitability (ROA) and firm
size (SIZE) demonstrate statistically significant negative correlations with firm valuation (Tobin's
Q) at the 5% confidence level, registering coefficients of -0.3757 and -0.2464, respectively. These
correlational patterns suggest that elevated profitability ratios and increased organizational
magnitude correspond with reduced corporate valuation outcomes.

IRD demonstrates statistically significant positive associations with both the interaction term
between IRD and audit tenure (IRD*Tenure) and profitability (ROA), exhibiting moderate and
weak correlational strengths, respectively. Financial leverage (LEV) manifests a significant
positive relationship with firm size (SIZE). The interaction variable IRD*Tenure exhibits robust
positive correlation with audit tenure (Tenure) while displaying modest positive association with
profitability (ROA). Remaining correlational relationships demonstrate negligible magnitudes and
lack statistical significance. The comprehensive Pearson correlation matrix reveals that
associations among dependent, independent, moderating, and control variables remain consistently
weak; however, these correlational patterns do not determine the significance of regression
relationships between variables.
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Table 5. Pearson correlation matrix

Tobins’Q IRD IRD*Tenure Tenure LEV ROA SIZE

Tobins’Q 1.0000

IRD -0.1706* 1.0000

IRD*Tenure -0.0709 0.4185%* 1.0000

Tenure -0.0185 0.0279 0.8949%* 1.0000

LEV 0.0664 -0.0210 -0.0044 0.0014 1.0000

ROA -0.3757* 0.2174* 0.1130* 0.0490 -0.0087 1.0000

SIZE -0.2464* 0.0526 0.0572 -0.0027  0.1190*  0.0764 1.0000

Note: * Represent significance at 5%

Hypothesis test

Model specification diagnostics were employed to identify the most appropriate analytical
framework for this investigation. Through sequential specification testing encompassing the Chow
test, Hausman test, and Lagrange Multiplier test, our analysis determined that the fixed effects
model (FEM) represents the optimal panel data regression estimation approach for this study.
Subsequently, classical assumption tests were conducted to evaluate model robustness and ensure
adherence to BLUE (Best Linear Unbiased Estimator) properties. Normality test was performed
utilizing the Shapiro-Wilk test, while multicollinearity test was executed through VIF value. Given
the presence of multicollinearity problems, the dataset underwent centering transformation as a
remedial intervention. Following this adjustment, autocorrelation and heteroscedasticity tests were
administered to verify model adequacy. The final specification successfully satisfied all classical
regression assumptions, thereby validating its suitability for hypothesis examination, with
empirical outcomes synthesized and presented in Table 6.

Table 6. Results of hypotheses testing

Variables Panel 1 (Direct effect) Panel 2 (Moderation effect)

Tobins’Q Coef. p value Coef. p value
IRD 0.003 0.343 0.0009 0.807
Tenure -0.020 0.000
IRD*Tenure -0.0005 0.000
LEV -0.029 0.354 -0.027 0.395
ROA 0.018 0.000 0.018 0.000
SIZE -0.437 0.272 -0.437 0.236

Hypothesis testing across Panel 1 and Panel 2 yields IRD coefficients of 0.003 and 0.0009
respectively for firm value, both exhibiting p-values exceeding 5%. These empirical results
substantiate that IRD exerts no statistically significant influence on firm valuation, thereby
rejecting H1. Conversely, audit tenure demonstrates a statistically significant negative association
with firm value (B = -0.020; p-value = 0.000). This finding suggests that the longer the auditor-
client engagement, the more adverse the corporate valuation will be. Market participants generally
perceive extended audit engagements as compromising auditor independence, consequently
diminishing stakeholder confidence in corporate future prospects. Regarding the moderation effect
presented in Panel 2, the interaction coefficient registers -0.0005 with a p-value of 0.000. This
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outcome indicates that the interaction between IRD and audit tenure exhibits a significantly
negative impact on corporate value, thus supporting H2. These findings demonstrate that auditors
tasked with providing assurance over IR report while maintaining extended tenure relationships
prove counterproductive to firm valuation enhancement.

This phenomenon occurs because, although corporations have disclosed IR statements, when
auditors conducting IR attestation engagements maintain longer tenures with their clients,
investors perceive diminished IRD credibility due to potential compromised professional
relationships between auditors and auditees, ultimately generating adverse implications for
corporate valuation. The three control variables—LEV, ROA, and SIZE—demonstrate
heterogeneous effects on firm value proxied by Tobin's Q. Only ROA consistently exhibits positive
and statistically significant associations with firm value across Panel 1 (B =0.018; p-value = 0.000)
and Panel 2 (B = 0.018; p-value = 0.000). This finding indicates that mining and property
enterprises in ASEAN-5 countries with superior profit-generating capabilities receive heightened
market appreciation. Conversely, LEV demonstrates negative but statistically insignificant
relationships in both Panel 1 (B = -0.029; p-value = 0.354) and Panel 2 (f = -0.027; p-value =
0.395), while SIZE similarly exhibits negative but non-significant associations across Panel 1 (3
=-0.437; p-value = 0.272) and Panel 2 (B =-0.437; p-value = 0.236).

Additional test
We perform one additional test to check the robustness of the findings.

Table 7. Additional test (Winsorization)

Variables Panel 1 (Direct effect) Panel 2 (Moderation effect)

Tobins’Q Coef. p value Coef. p value
IRD -0.002 0.434 0.0011 0.744
Tenure -0.016 0.002
IRD*Tenure -0.0004 0.007
LEV -0.014 0.405 -0.013 0.433
ROA 0.007 0.000 0.007 0.000
SIZE -0.076 0.057 -0.079 0.053

We conducted an additional test by applying winsorization to the firm value variable, represented
by Tobin's Q, at a 10% level. In general, the findings presented in Table 7 show identical results to
the hypothesis testing results. The only difference is in the results of the test of the direct effect of
IRD on firm value, which shows a different direction of influence. In the hypothesis test in Table
6, the effect of IRD on firm value is positive, meaning that higher IRD also increases firm value,
although the effect is not significant. Conversely, in the additional test of the direct effect, the
direction is negative, meaning that firm value increases as IRD decreases, but again, the effect is
not significant. After the 10% winsorization, all data for firm value becomes more normal due to
the removal of all outliers, as shown in Figure 3.
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Figure 3. Result of Winsorization for Firm Value

Discussion
IRD influence on firm value

Our empirical findings reveal that market participants across ASEAN-5 countries do not
perceive IRD as a value-relevant determinant when evaluating investment prospects in mining and
property companies. Given their classification as environmentally intensive sectors, mining and
property companies exhibit heightened operational sensitivity relative to other industries (Huang
& Ge, 2024). This environmental exposure compels firms within these dual sectors to enhance
disclosure practices (Obeng et al., 2020), strategically communicating positive environmental
stewardship narratives to demonstrate their active commitment to sustainability, despite the
inherent ecological consequences of their business operations. Contrary to agency theory
predictions, which posit that IRD serves as an information asymmetry reduction mechanism
enabling investors to conduct more objective firm valuations (Abogazia et al., 2024), our evidence
from Indonesia, Malaysia, Singapore, Thailand, and the Philippines contradicts this theoretical
foundation, suggesting limited market recognition of IR's informational utility in these high-impact
environmental sectors.

Our empirical findings align with the conclusions drawn by Wahl et al. (2020), Pusparini et
al. (2023), and Nurkumalasari et al. (2019), while contrasting sharply with the evidence presented
by Abogazia et al. (2024), Lee & Yeo (2016), and Makri & Kabra (2023). Specifically, Wahl et al.
(2020) examined international corporations that voluntarily disclosed IRD and were catalogued in
the IIRC database for 2018, demonstrating that voluntary IRD exhibits no statistically significant
association with firm valuation metrics. This phenomenon stems from the elevated transparency
levels characterizing firms that voluntarily adopt IRD practices, thereby rendering information
asymmetry irrelevant within the principal-agent relationship framework. Consequently, the
presence or absence of supplementary reporting mechanisms such as IR generates equivalent
investor perceptions regarding corporate worth assessment. Corroborating these insights,
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Nurkumalasari et al. (2019) identified parallel outcomes, attributing the negligible impact of IRD
on firm value to the heterogeneous formatting structures of integrated reports, which create
interpretational challenges for investors and shareholders, ultimately complicating their decision-
making processes.

The substantive content of IRD contributes to explaining the absence of significant influence
between IRD and firm value, particularly within emerging markets. This phenomenon receives
empirical support from Pusparini et al. (2023), who identify several inherent limitations that
prevent IR from serving as a foundational instrument for investors to assess corporate prospects.
Firstly, despite IR being conceptualized as an amalgamation of financial and non-financial
disclosures (Permatasari & Narsa, 2022), the predominant emphasis on non-financial dimensions
renders investors more inclined toward conventional financial statements for conducting
fundamental enterprise analysis. Secondly, numerous value-influencing factors remain
unaccommodated within IR frameworks, encompassing organizational performance metrics,
sector-specific competitive dynamics, prevailing market trajectories, and investor sentiment
fluctuations. Furthermore, the absence of comprehensive regulatory frameworks and
standardization protocols governing IRD—whether integrated within annual reports or presented
as standalone communications—creates additional implementation challenges.

Audit tenure moderates IRD influence on firm value

Contemporary internal audit functions have experienced a paradigmatic transformation,
evolving from their conventional focus on traditional financial reporting toward comprehensive
engagement with sustainability-oriented non-financial disclosures. Amoako et al. (2023)
demonstrate that internal audit capabilities serve as catalysts for enhancing corporate value through
deeper sustainability comprehension and strategic integration. Nevertheless, given the inherent
organizational proximity of internal audit functions, capital markets and institutional investors
necessitate independent external assurance mechanisms, particularly through external auditor
validation, to establish adequate confidence in IRD communications (Amoako et al., 2023).
Empirical evidence substantiates that the interaction between auditor tenure and IRD practices
exerts a significantly negative influence on firm valuation metrics. These findings corroborate the
moderating role of extended audit engagements in attenuating the value-enhancing potential of
IRD within the mining and property sectors across the five primary ASEAN economic
jurisdictions.

These empirical results diverge from Kuzey et al. (2023), who documented that audit tenure
enhances the sustainability-firm value nexus. Kuzey et al. (2023) investigated a heterogeneous
sample spanning 50 nations with relatively balanced representation between developed and
developing economies. Their dataset consequently exhibited more uniform distribution and
superior representational adequacy across diverse economic contexts. Conversely, our
investigation concentrates on the ASEAN-5 countries, comprising four emerging economies and
one developed nation, resulting in sample characteristics that predominantly reflect demographic
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and regulatory environments with greater institutional flexibility regarding IRD implementation
compared to developed countries. This compositional difference generates contrasting moderation
trajectories relative to Kuzey et al.’s (2023) findings.

Descriptive statistical analysis reveals that the mean engagement duration for mining and
property companies across the ASEAN-5 nations reaches 9.3 years. Such prolonged contractual
arrangements between auditing firms and clients pose substantial threats to external auditor
independence due to the development of intimate professional relationships between contracting
parties. This observation aligns with the empirical evidence provided by Saleh Aly et al. (2023),
who documented stakeholder concerns regarding audit engagements exceeding nine years,
indicating deteriorating perceptions of audit quality among market participants. Complementing
these findings, Abu Afifa et al. (2021) established that extended audit relationships, particularly
those surpassing the nine-year threshold, generate adverse consequences for organizational
performance and shareholder confidence levels. These empirical assertions substantiate real-world
market conditions in which numerous mining and property corporations operating in Indonesia,
Malaysia, Singapore, Thailand, and the Philippines maintain excessively protracted auditor
relationships, thereby positioning audit tenure as a detrimental mechanism in firm value creation
through information disclosure channels, such as IR.

5. Conclusion

This study aims to furnish empirical validation of the influence of IRD on firm value, with
audit tenure serving as a moderating variable. Utilizing ASEAN-5 countries (Indonesia, Malaysia,
Singapore, Thailand, and the Philippines) as the research context and employing panel data
regression through fixed effect model (FEM), this study presents several empirical evidences.
Initially, our analysis reveals that IRD demonstrates no statistically significant association with
firm value. Subsequently, audit tenure exhibits a negative moderating influence on the IRD-firm
value nexus. Multiple theoretical justifications explain the absence of IRD impact on firm value,
encompassing: the heterogeneous nature of IRD formatting that complicates investor and
stakeholder decision-making processes; the disproportionate emphasis on non-financial
disclosures within IRD content; the possibility that firm value responds to factors beyond those
encapsulated in IRD communications; and the current absence of comprehensive regulatory
frameworks and standardized protocols for IRD implementation. The weakening effect of audit
tenure on the IRD-firm value relationship stems from the deterioration of auditor independence as
engagement duration extends, thereby compromising the credibility enhancement that IRD
purports to provide.

This research contribution is twofold in advancing the body of knowledge regarding firm
value, particularly within the ASEAN-5 economic contexts. First, from a theoretical perspective,
this investigation represents among the limited empirical endeavors that examine the expanded
influence of external auditing functions within non-financial disclosure frameworks. Although the
moderation analysis yields directionally contrary outcomes to initial expectations, this

JDAB 383 Vol. 12 No. 2
https./jurnal.usk.ac.id/JDAB



Jurnal Dinamika Akuntansi dan Bisnis
Vol. 12 (2), 2025, pp 367 — 390 Maulana et al.

examination opens innovative pathways for subsequent research by demonstrating that auditor
tenure constitutes a double-edged mechanism for corporations when inadequately managed.
Second, our empirical evidence demonstrates that IRD fails to constitute a value-relevant
consideration for investors and stakeholders in their capital allocation decisions. Paradoxically,
audit tenure, theoretically designed as a governance mechanism to enhance IRD credibility in
developing markets, actually undermines corporate value creation. Consequently, mining and
property enterprises across ASEAN-5 countries, as well as regulatory authorities, must strengthen
IRD standards and enforcement mechanisms while implementing more stringent auditor rotation
requirements, particularly for environmentally impactful sectors such as mining and property, to
preserve favorable market perceptions and reporting credibility.

This research recognizes multiple constraints that warrant consideration for subsequent
investigations. First, our study employs content analysis methodology to measure IRD, which
inherently introduces subjectivity concerns in the evaluation process. Future research endeavors
could examine IRD utilizing third-party provided datasets or investigate alternative variables
accessible through established research databases including Bloomberg, Refinitiv Eikon, and
comparable platforms. Such approaches would enhance both the validity and reliability of research
data collection procedures. Second, this investigation utilizes the five ASEAN economies as the
research context, specifically encompassing Indonesia, Malaysia, Singapore, Thailand, and the
Philippines. While we acknowledge the analytical advantages inherent in cross-country
examination, the proportional distribution between emerging and developed economies represents
a potential factor contributing to the non-significant findings observed in the current study.
Subsequent research could pursue investigations comparing two countries representing developed
versus emerging market contexts, or alternatively employ a broader country sample while
maintaining careful attention to the balanced representation of developed and emerging
economies.
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