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Abstract
This study investigates the impact of the capital’s disclosure extent of the Integrated Reporting’s six capitals
(Financial Capital, Manufactured Capital, Intellectual Capital, Human Capital, Social and Relationship
Capital and finally the Natural Capital) of the Malaysian oil and gas public listed companies (PLCs) within
Bursa Malaysia, moderated by the Woman Board of Directors. The study will follow the purposive
sampling method followed by descriptive statistics, regression analysis and content analysis derived from
the International Integrated Reporting Framework and previous studies. Malaysian oil and gas PLCs’
publication of the Integrated Report’s six capitals are still in its infancy in which Integrated Reports have
not been published and replaced the Annual Reports and Sustainability Reports. This study is among the
pioneer in determining the effectiveness of the Integrated Reporting’s 6-capitals implementation towards
firm financial performance since the Integrated Reporting framework was established in 2013. This study
is a systematic review of recent research developments in Integrated Reporting focusing on the practice and
disclosure of the entity’s 6 capitals which consists of the Financial Capital, Manufactured Capital,
Intellectual Capital, Human Capital, Social and Relationship Capital and finally the Natural Capital which
are the 6 capitals. The moderation factor of gender equality is of utmost importance among the Malaysian
oil and gas industry which are lacking the expertise from women.
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1.

Introduction
Integrated Reporting draws together material information on the organization's policy,

administration, results and vision in a way that represents the market, social and environmental background
within which it works. This provides a clear and succinct description of how a company performs
stewardship and how it generates and sustains prof-it. The Integrated Report should be the key
accountability method of the enterprise (International Integrated Reporting Council, 2011).
Since the current business management paradigm was developed, there have been significant
changes in the way the business operates, how the business produces revenue and the sense in which the
business operates. Such developments are interdependent and represent patterns such as: globalization;
increasing policy action around the world in reaction to political, governance and other crises; enhanced
demands of corporate transparency and accountability; actual and potential resource scarcity; population
growth and environmental concerns.
Against this context, the type of information required to determine the past and current success of
organisations and their potential sustainability is much broader than that offered by the current business
reporting model.
While there has been an improvement in the information provided, crucial differences in
transparency exist. The corporate reports are lengthy, and they're getting longer.
Nevertheless, as reporting has developed into independent, separated streams, the essential
interdependencies between policy, administration, activities and financial and non-financial results are not
evident. In order to meet the growing demand for a wide range of knowledge from consumers, policymakers
and civil society, a structure is required that can help the future development of coverage, representing this
growing uncertainty.
Such a structure needs to bring together the varied yet still fragmented branches of coverage into a
cohesive, interconnected whole and demonstrate the ability of the enterprise to create value both now and
in the future (International Integrated Reporting Council, 2011).
Reporting requirements in different jurisdictions have evolved separately and accordingly. It
significantly increased the cost of enforcement for a rising number of organizations operating in more than
one jurisdiction which makes it difficult to evaluate the success of organizations across jurisdictions.
Evidence has shown that recording impacts behaviour. Integrated coverage helps in a more comprehensive
clarification of success than conventional news. This makes clear the organization's use and reliance on
different resources and relationships or "capitals" (financial, produced, human, intellectual, environmental
and social) and the organization's exposure to and effect on them. Sharing such knowledge is vital to; a fair
evaluation of the long-term feasibility of the business model and policy of the organization; satisfying the
information needs of customers and other stakeholders; and, eventually, an efficient use of scarce resources.
The initial focus is on the management of large companies and on the interests of their customers. The
Framework would help ensure effective reporting by organisations, include specific guidelines for policy
makers and regulators, and provide a guide on harmonizing reporting standards.
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2.

Problem Statement
Malaysia's economic problems have been exacerbated by three external factors: the global decline

in oil prices, the economic slowdown in China and the outflow of foreign capital. Malaysia is not the only
nation to confront such global economic problems but has been particularly hard hit. Ringgit is the worstperforming currency in Asia, having lost more than 20% of its value to the US dollar in 2014. The pace of
the ringgit downturn, slipping below the symbolic RM 3.8 mark, is reminiscent of the risk-averse investors
in the Asian financial crisis. The lack of transparency inside corporate Malaysia has been indicated to
minimize investor confidence in foreign capital outflows, which in turn has had an effect on the ringgit
(Saleem, 2015).
Consumer interest has been severely undermined, despite best efforts by governments, regulators
and other institutions to further reinforce regulatory frameworks specifically designed to inspire investor
confidence in capital markets. Corporations and executives are under stronger investor pressure than ever
before, not only in terms of their financial scorecards, but also in terms of developing and enforcing strong
environmental, social and corporate governance policies. Investors at all rates – from fund managers to
lenders – are seeking greater corporate accountability to determine the company's current status and better
understand its long-term outlook and investment value proposition (Kaye, 2018).
Despite the low global crude oil price, Malaysia's oil and gas sector remains important to the country
as it contributes 20-30% to the country's Gross Domestic Product (GDP). The multiplier effect produced in
this sector is still significant and is recognized as a strategic and priority sector by Petroliam Nasional
Berhad (PETRONAS, The National Oil Company) and the Government of Malaysia (United States
Department of Commerce International Trade Administration, 2018) with over 3,500 oil and gas (OG)
companies in Malaysia, both international and local.
Corporate reporting has grown and ripened in Malaysia over the years and has gained strong support
from regulators, professional bodies, investor groups and the companies themselves through annual reports
and reports on sustainability. On the other hand, investor demands continue to be extremely demanding for
the highest level of transparency and the holistic features of organizations that are somewhat in keeping
with the new form of corporate reporting that emerged in August 2010 from the International Integrated
Reporting Council (IIRC). The CEO of the IIRC, Paul Druckman, commented in 2014 on his visit to
Malaysia and was surprised at the low quality of the Malaysian public listed companies consolidated
reporting practices on Bursa Malaysia (PricewaterhouseCoopers, 2014).
From the consolidated reporting frame released in December 2013 on 31 May 2014, PwC Malaysia
analysed the top 30 identified public institutions in the state of Bursa Malaysia. The findings of its
benchmarking review suggest that while Malaysian organizations have the fundamental reporting elements
protected, their records are still not incorporated. From its study, PwC Malaysia noticed that a certain
number of elements were identified in the Integrated Reporting System of the IIRC, namely, 90% expose
a policy dream, 90% address market trends, 43% relate to a business model, 87% to culture and values and
"language from the top," 93% identify the mechanism through which ri Integrated reporting is a
collaborative practice and although it is different than the conventional results that seem to be separated
from the financial reports of the company, it seems that there is not enough of key drivers to move the
integrated approach across the enterprise (PricewaterhouseCoopers, 2014) .
138

https://doi.org/10.15405/epsbs.2020.10.12
Corresponding Author: Dayana Mastura Baharudin
Selection and peer-review under responsibility of the Organizing Committee of the conference
eISSN: 2357-1330

According to Corporate Reporting Research in South Africa, which made integrated reporting
obligatory for companies expected to be included in the largest share exchange in that country since 2010,
the main drivers of sustainable development and integrated reporting were established. Key drivers for
sustainability and holistic transparency were: 1) regulatory and statutory requirements; 2) neutral
representation and signatory organizations; 3) the business industry; 4) the environmental and social effect
of the product; and, ultimately, 5) the understanding and interest of stakeholders (Clayton et al., 2015).
The Integrated Reporting Framework (< IR >) was released in 2013 as a reference for PLCs to
incorporate the < IR > and consists of 8 material elements as follows; an operational summary and an
external environment; governance; business model; danger and opportunities; policy and resource
management (6 capitals); performance; outlook; basis of planning and presentation.
This work will therefore attempt to determine whether Integrated Reporting could be used as a
method to restore faith between local and foreign investors to the Malaysian oil and gas industry, with the
goal of implementing the six capitals in the Integrated Report as the main driver for the restoration of
shareholders and market confidence to achieve solid success of the Malaysian oil and gas PLC which will
be determined through the proposed conceptual framework in Figure 01. This is due to the fact that, while
businesses can issue the Integrated Report per se, one of the material components that is the subject of this
report, which are the six capitals, could be excluded from the Integrated Report entirely.

3.

Research Questions
Following are the proposed questions of the study.
1.

What is the disclosure level of the Integrated Report’s 6 capitals practices and the related
practices of having the Woman Board of Directors across the Malaysian oil and gas PLCs?

2.

Does the disclosure extent of the Integrated Report’s 6 capitals have impact on the financial
performance of the Malaysian oil and gas PLCs?

3.

Does the Woman Board of Directors, positively moderates the relationship between the
components of the Integrated Report’s 6 capitals and the financial performance of the
Malaysian oil and gas PLCs?

4.

Purpose of the Study
Following are objectives of the proposed study:
1.

To examine the disclosure level of the Integrated Report’s 6 capitals practices and the
related practices of having Woman Board of Directors across the Malaysian oil and gas
PLCs.

2.

To investigate the impact of the disclosure extent of the Integrated Report’s 6 capitals on
the financial performance of the Malaysian oil and gas PLCs.

3.

To investigate if the moderating role of the Woman Board of Directors positively affects
the relationship between Integrated Report’s 6 capitals and the financial performance of the
Malaysian oil and gas PLCs.
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5.

Research Methods
The research sample would analyse publicly listed firms that issue annual reports or consolidated

reports from a community of 888 Malaysian PLCs on Bursa Malaysia.
The data will be compiled from 2013 to 2017. This study proposes an objective sample of 33 publicly
listed oil and gas companies (PLCs) in Bursa Malaysia. This research suggests a framework for descriptive
statistics and regression analysis as well as quantitative content analysis for the presentation of annual
reports or consolidated studies. Gender equality as per UNSDG No. 5 will be calculated by the Malaysian
Code of Corporate Governance 2017 (MCCG 2017) Practice Notice 4.5–For Large Organizations, the
board of directors includes at least 30% female directors as assessed by WBOD.
Gender equality as per UNSDG No.5 will be measured by WBOD, a dichotomous procedure
whereby disclosure is assigned a value of 1 if the item is disclosed in the company report and0 if not. Given
that the data are only collected from 2013 to 2017 and that 30% of women directors could only be published
in the 2018 Annual Reports and Integrated Reports, this research will therefore use the 2012 MCCG
Measurement Method, in which, if there is evidence of one female director, 1 will be awarded and 0 will
be awarded to companies with male directors only. In MCCG 2012, the Code mostly promoted the diversity
of committees, which did not specifically address woman executives.
5.1. Proposed Conceptual Framework

Figure 01. Proposed Conceptual Framework
The IIRC has defined six different types of capitals for the purpose of IR (Ernst & Young, 2013;
IIRC, 2013a, 2013b) which are the Financial capital; Manufactured capital; Intellectual capital; Human
capital; Social and relationship capital, and Natural capital.
Capitals are stores of capital that can be built up, converted or run down over time in the production
of goods or services. Their supply, efficiency and competitiveness may influence the long-term stability of
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the business model of the company and therefore its ability to generate value over time. Capitals must
therefore be protected if they are to continue to help companies build value in the future (Ernst & Young,
2013).
5.2. Moderating variable – woman board of directors
Compliance by 30% of women on the board of directors of Malaysian oil and gas PLCs in the annual
report review is a new best practice adopted by the Malaysian Code of Corporate Governance 2017
(Securities Commission Malaysia, 2017). As per the 2012 MCCG, there was no specific requirement to
have the exact number of women directors on board, but in 2012 the Code clarified that there was only a
need for Board Diversity (Securities Commission Malaysia, 2012).
According to MCCG 2017, which is the most updated regulations, 30% of women must be on board.
In which, if there are 10 members on the board, then three must be women and seven must be men to
completely fulfil the 30 per cent provision of the Code. Since the data was collected from 2013 to 2017 (5
years), the MCCG 2017 would only be introduced in 2017 and would only be expressed in the 2018 Annual
Report / Integrated Report. To date, some of the 2018 Annual Reports have not yet been released, so some
details would not be available.
The technique used was then that if there is only 1 woman on the board then I will reward 1 mark
and if there are no women on board, 0 mark will be rewarded (reflecting dichotomous procedure). This is
close to the 2012 MCCG.
5.3. Dependent variable – firm performance (return on equity and return on assets)
Return on equity is described as a calculation of how much the business earns for its shareholders,
ROE is proportional to the net profit divided by the book value of the shareholder's equity. Shareholder
interest usually includes the benefit of the assets as they could be paid out to creditors (Richard et al., 2009).
Many metrics, such as return on assets (ROA) (Huang et al., 2006; Khanna & Palepu, 2000), return on
equity (ROE), Tobin's Q (Habib & Ljungqvist, 2005; Khanna & Palepu, 2000); market-to-value ratio
(MBVR) (Sarkar & Sarkar, 2009), return on employed property, operating profit margin, etc., have been
used in existing literature to measure firm efficiency. Metrics such as ROA and ROE are accounting-based
productivity indices, while metrics such as Tobin's Q and MBVR suggest market-based measures.
Accounting-based metrics represent past financial performance, whereas market-based indicators assess
future performance. When ROA is used as a measure of the firm's success, it would only illustrate how well
the company used the assets to generate profits. Nevertheless, this is not the only determinant of the wellbeing of the business. Apart from leveraging cash, the company still needs to invest strategically in equity
to generate higher profits that will keep the firm's investors happy. This can encourage the use of equity
return (ROE) as a metric of company success. How-ever, the use of ROE can be troublesome. When
investors are not cautious, they will divert attention from company trends and contribute to unwelcome
surprises. Companies may turn to financial tactics to falsely maintain a healthy ROE for a while and to
cover declining results in market fundamentals. Growing debt leveraging and stock buybacks supported by
surplus capital will help maintain the ROE of a business even though operating profitability is eroding. All
ROA and ROE are determined by looking at the balance sheet and other financial statements of the firms
and therefore do not compensate for market-oriented considerations. Therefore, owing to investor
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perceptions, the release of balance sheets could have an effect on stock market interventions (Chaudhuri et
al., 2016).
5.4. Controlled variables: firm size and firm age
In most research, firm scale is calculated by natural logarithm of total assets (Dissanayake et al.,
2016; Kansal et al., 2014). Therefore, in this analysis, firm scale is calculated by using the normal logarithm
of total assets.
The business age is determined by the length of the years from its inception to the period of
measurement or by the number of years since the foundation of the company (Dissanayake et al., 2016;
Kansal et al., 2014). In this analysis, then, the firm age is determined by the use of a normal logarithm of a
firm period.
The company age and business scale must be balanced by the reality that larger and older companies
should usually have more capital assets and would generally have better firm output relative to smaller and
younger firms.
5.5. Hypotheses of the study
Hypothesis 1: The publication of the Integrated Reporting’s 6 Capitals will have a significant
positive impact on firm performance.
Hypothesis 2: The Woman Board of Directors has a positive significant moderating effect on the
relationship between the Integrated Reporting’s 6 Capitals and firm performance.
5.6. Proposed models for future empirical testing
Against this background, and in line with the objectives of this study the following models are
proposed for future empirical testing:
Model 1:
ROE = β0 + β1FINCAP + β2MANCAP + β3INTCAP + β4HUMCAP + β5SOCRELCAP +
β6NATCAP + β7AGE + β8SIZE + εit
Whereas
ROE = Return on Equity for measuring accounting performance of the Malaysian oil and gas
PLCs (External perspective)
ROA = Return on Assets for measuring accounting performance of the Malaysian oil and gas
PLCs (Internal perspective)
FINCAP = Financial Capital
MANCAP = Manufactured Capital
INTCAP = Intellectual Capital
HUMCAP = Human Capital
SOCRELCAP = Social and Relationship Capital
NATCAP = Natural Capital
WBOD = Woman Board of Directors
AGE = Firm Age
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SIZE = Firm Size
εit = Error term
Model 2:
ROA = β0 + β1FINCAP + β2MANCAP + β3INTCAP + β4HUMCAP + β5SOCRELCAP +
β6NATCAP + β7AGE + β8SIZE + εit
Model 3:
ROE = β0 + β1FINCAP + β2MANCAP + β3INTCAP + β4HUMCAP + β5SOCRELCAP +
β6NATCAP + (β7FINCAP * WBOD) + (β8MANCAP * WBOD) + (β9INTCAP * WBOD) +
(β10HUMCAP * WBOD) + (β11SOCRELCAP * WBOD) + (β12NATCAP * WBOD) + β13AGE + β14SIZE
+ εit
Model 4:
ROA = β0 + β1FINCAP + β2MANCAP + β3INTCAP + β4HUMCAP + β5SOCRELCAP +
β6NATCAP + (β7FINCAP * WBOD) + (β8MANCAP * WBOD) + (β9INTCAP * WBOD) +
(β10HUMCAP * WBOD) + (β11SOCRELCAP * WBOD) + (β12NATCAP * WBOD) + β13AGE + β14SIZE
+ εit
Content analysis is the most popular and widely employed tool for testing and accounting disclosure
(Zahid & Ghazali, 2015; Boesso & Kumar, 2007). The content analysis may have qualitative and
quantitative measurements. Quantitative content analysis is considered to be more reliable (Zahid &
Ghazali, 2015; Day & Woodward, 2009). The current study will use the method of quantitative content
analysis.
Data coding according to the content analysis method would be based on themes, words or items
found in the data (Nilsson, 2016; Collis & Hussey, 2014).
During classification, a score system will be used to determine the extent to which items have been
reported. The scor-ing system was based on a review of previous studies using content analysis to determine
the appropriate number of points. Larsson and Ringholm (2014) and Eccles et al. (2014) used a four-point
system while Wang, Song, and Yao (2013) used a three-point system. Also, Boiral (2013) and Setia et al.
(2015) used two-point schemes. The analysis will use a framework similar to the previous Nilsson (2016)
Integrated Reporting work to allow for some distinction between companies while still being a timeefficient method. The method and the parameters used are laid out in Table 01.
5.7. A new integrated reporting’s 6- capitals scoring index
Table 01. A new integrated reporting’s 6-capitals scoring in
Financial Capital (11 items)
•
•
•
•

Short-term debt
Long-term debt
Reserves
Share capital

Manufactured Capital (12 items)
•
•
•
•

Owner-occupied buildings
Investment property:
buildings
Leased buildings
Owner occupied warehouse

Intellectual Capital (13 items)
•
•
•
•

Patents
Copyrights
Software
Rights
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•
•
•
•
•
•
•

Share premium
General reserves
Special purpose
reserves
Asset replacement
reserve
Industry grants
Government grants
Local authority grants

Human Capital (18 items)

•
•
•
•
•

•
•
•
•
•
•
•
•
•
•

•

•

144

Learning and
development
Career pathway
Certification
Human rights
Understand, develop
and implement an
organizational strategy
Process improvements
Leadership skills
Managerial skills
Collaboration skills
Reduction of employee
turnover
Labour and
management relations
Occupational health
and safety
Diversity
Equal opportunity
Talent pipeline from
universities (local and
abroad)
Top management talent
pipeline (from internal
staff)
Joint venture between
industry and
universities

Investment property:
warehouse
• Leased warehouse
• Owner occupied property,
plant & equipment
• Investment property:
property, plant & equipment
• Leased property, plant &
equipment
• Production equipment and
tools: owned
• Production equipment and
tools: leased
• Infrastructure (such as roads,
ports, bridges and waste and
water treatment plants)
Social and Relationship Capital (15
items)
•

•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Shared norms
Common values and
behaviours
Key relationships with
stakeholders
An organisation’s social
license to operate
Community association
Community watchdog
Market share
Customer lists and contacts
Anti-corruption
Anti-competitive behavior
Customer health and safety
Customer privacy
Non-discrimination
Freedom of association
Indigenous rights

•
•
•
•
•
•
•
•
•

Licenses
Tacit knowledge
Systems
Procedures
Protocols
Knowledge transfer
Brand
Reputation
Goodwill

Natural Capital (14 items)
•
•
•
•
•
•
•
•
•
•
•
•
•
•

Air
Water
Land
Forests
Materials
Minerals
Energy
Biodiversity
Ecosystem health
Emissions
Effluents
Waste
Oil reservoirs
Renewable energy
from solar systems and
hydroelectric dam
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6.

Findings
6.1. Descriptive statistics

Figure 02. Descriptive statistics
The mean of ROA is positive is due to the fact that the publication of the <IR> 6 capitals are
positively increasing the internal management’s value. On the other hand, the mean of ROE is negative is
due to the fact that the <IR> 6 capitals are negatively increasing the external shareholders value.
The minimum value of ROE of -3,280.66 reflects that the Malaysian oil and gas PLCs have
experienced negative returns over the past five years from 2013 to 2017 which is also the same for ROA at
-186.51. This reflects poor firm financial performance.
The financial capital and manufactured capital components are the most reported and disclosed
capitals as per the International Integrated Reporting Framework (<IR>) which were classified as Share
Capital and Non-Current Assets in the Annual Report framework. Therefore, these two capitals are common
in the Annual Report era and are just re-classified as capitals in the Integrated Reporting era. The other 4
new categories of capitals, which are human capital, intellectual capital, social and relationship capital and
natural capital which are introduced within the <IR> era was not disclosed extensively by the oil and gas
PLCs in which explains the minimum to be 0 and the maximum disclosed is a small amount.
To test the first objective of to examine the disclosure level of the Integrated Report’s 6 capitals
practices and the related practices of the Woman Board of Directors across the Malaysian oil and gas PLCs,
the descriptive statistics measures are applied and the results are achieved as follows:
6.2. Level of disclosures / practices
Figure 02 reports the mean value of Financial Capital disclosure of 88.57 which is the highest among
the 6 human related capitals in which the second highest mean value is the Manufactured Capital at 63.30
and the lowest is the Natural Capital at 2.74. However, the mean values indicated are still low below 50%
of total disclosures for the new types of capitals introduced by the IIRC which are 23.61 for Human Capital,
22.39 for Intellectual Capital, 21.30 for Social and Relationship Capital and finally the lowest at 2.74 which
is Natural Capital which reflects that the IIRC 6 capitals practices and disclosures are still low among the
145

https://doi.org/10.15405/epsbs.2020.10.12
Corresponding Author: Dayana Mastura Baharudin
Selection and peer-review under responsibility of the Organizing Committee of the conference
eISSN: 2357-1330

Malaysian oil and gas PLCs. All the mean values across the years are the same which no increase or
decrease at 20%. These disclosures therefore indicate that the level of IIRC 6 capitals disclosures have not
increased over the years which a very bad sign for the Malaysian oil and gas PLCs operating their business
on a global level but not disclosing the 6 capitals that are the pillars of an organisation.
6.3. Frequency of disclosures
In the aspect of the frequency and percentage of disclosures, companies may not frequently disclose
the new 4 capitals which are Human Capital, Intellectual Capital, Social and Relationship Capital and the
Natural Capital which is reflected in the minimum number of disclosures of 0. The maximum number of
tripartite capital disclosures are 0.78 for Human Capital which is the highest of the four new capitals,
Intellectual Capital at 0.77, the Social and Relationship Capital at 0.76 and finally the lowest, Natural
Capital 0.35. This reflects that most companies will practice and disclose the Human Capital first, the
Intellectual Capital second, the Social and Relationship Capital third and finally the lowest, the Natural
Capital. Over the years, there are no changes in the minimum of 0 but there is a small increment in the
disclosure of maximum number of disclosures for the four capitals. This indicates a very bad sign for the
Malaysian oil and gas PLCs in which they are dealing with stakeholders that are operating at a global level
and needs to be more transparent of the 6 capital structures.
6.4. Regression Analysis
Multiple regression is applied to test the second objective of to investigate the impact of the
disclosure extent of the Integrated Report’s 6 capitals on the financial performance of the Malaysian oil and
gas PLCs which the results are shown in Figure 03 and Figure 04 below.

Figure 03. Pooled ordinary least squares – ROA
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Figure 04. Pooled ordinary least squares – ROE
The results of Figure 03 and Figure 04 are based on the 6 capitals which reported a statistically
insignificant disclosure practice. This is because across all 33 Malaysian oil and gas PLCs, none have
actually prepared the Integrated Report to replace the Annual Report despite global best practices have
introduced it in year 2010 and the IIRC have published the <IR> framework in year 2013 for PLCs to
follow. The data on the 6 capitals have been obtained from the Annual Reports respectively.
Multiple regression is applied to test the third objective which is to investigate if the role of the
Woman Board of Directors positively moderates the relationship between Integrated Report’s 6 capitals
and the financial performance of the Malaysian oil and gas PLCs in which the results are shown in Figure
05 and Figure 06 below.

Figure 05. Pooled ordinary least squares – ROA with moderation effect of women board of directors
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Figure 06. Pooled ordinary least squares – ROE with moderation effect of women board of directors
The results of Figure 05 and Figure 06 are based on the 6 capitals which reported a statistically
insignificant disclosure practices after the moderation effect of women board of directors. Historically the
Malaysian oil and gas industry are highly dependent on male expertise throughout the oil and gas value
chain especially in managing the oil business by the board of directors who are mostly men. In moving
towards a developed nation, having a board with diverse men and women directors which can lead and
manage the oil business towards greater success is of what the Malaysian oil and gas industry should aim
for.
6.5. Pearson correlation analysis

Figure 07. Pearson correlation analysis results
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In this study, ROA is used to measure the firm performance based on the management’s perspective
taking an internal outlook and the ROE is used to measure the firm performance based on the shareholder’s
perspective taking an external outlook. Figure 07 shows that there is a significant negative relationship
between Human Capital, Intellectual Capital and Social and Relationship Capital and ROE, which reflects
that the tripartite human related capitals are negatively correlated with the shareholder’s perspective of firm
performance. This indicates that the high disclosure of the tripartite human related capitals which are the
Human Capital, Intellectual Capital and Social and Relationship Capital will decrease the ROE of the
company. The correlation coefficient of other independent variables in relation to the financial performance
(ROA and ROE) are found to be not significant. This indicates that since the Malaysian oil and gas PLCs
initially have not prepared the Integrated Reports and have not disclosed the 6 capitals as per the IIRC
framework which results in the minimal disclosures not being significant towards firm performance.

7.

Conclusion
The most common capitals to report and disclose within the Annual Reports are the Financial Capital

and the Manufactured Capital. Natural Capital is the most difficult capital to report on. The three human
related capitals which are also known as the tripartite human related capitals which consists of the Human
Capital, Intellectual Capital and Social and Relationship Capital are not disclosed much as well in the
Annual Report.
This shows that hypotheses 1 is rejected as the publication of the <IR> 6 capitals has an insignificant
impact on firm performance which is coupled with the fact that the level of transparency of the 6-capitals
disclosure items amongst the Malaysian oil and gas PLCs are still at its infancy and could be detrimental
when dealing with global stakeholders with the current low level of transparency in which the oil and gas
industry are always exposed to the international stakeholders and shareholders in the normal course of day
to day business.
The development of Integrated Reporting is designed to enhance and consolidate existing reporting
practices and, through collaboration, consultation and experimentation, to move towards a reporting
framework that provides the information needed to assess organizational value in the 21st century.
Hypotheses 2 is rejected as Woman Board of Directors has an insignificant moderating effect on the
relationship between <IR> 6 capitals and firm performance. This is evidenced by the lack of women on the
boards across the 33 oil and gas PLCs as the oil and gas industry is seen as the playing field for the male
and not the female.
The Malaysian oil and gas PLCs would need to improve in the disclosure practices of the 6-capitals
within the Integrated Report and to replace the Annual Report and Sustainability Reports with the ‘One
Report’ which is another name for the Integrated Report in order to be at the same level of global practices
amongst the global MNCs as recommended by the IIRC.
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