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Abstract 
 

This study examines the quality of Integrated Reporting (IR) of governance systems. IR is rapidly becoming a tool for businesses to 

comprehend better the process of creating value and interacting with outside parties. Initially, a questionnaire was created for this study to 

evaluate integrated report quality. Following that, the data was collected from 384 Jordanian SMEs. SEM-Smart PLS was used to assess 

the agency theory-based hypotheses on the association between SMEs and the caliber of IR. The results demonstrate that the corporate 

governance system offers significant support for giving stakeholders high-quality information on the value creation process through inves-

tor relations. The reason for this is that, in contrast to a voluntary reporting model like IR, Jordanian SMEs place a great deal of importance 

on corporate governance requirements and the processes that follow mandated corporate reporting obligations. The results suggest that, 

despite using resources to prepare integrated reports, considering that many aspects of corporate governance are meant to satisfy reporting 

requirements, directors have not placed much emphasis on the provision of superior information via voluntary disclosure procedures like 

integrated reporting (IR). 

 
Keywords: Corporate Governance; Integrated Reporting; Performance; Small and Medium Enterprises. 

1. Introduction 

Integrated reporting (IR) has rapidly developed as a novel accounting approach. It helps businesses figure out how they produce value and 

how effectively communicating this to external stakeholders is one of the many required and optional forms of corporate reporting. In IR, 

information on government, the environment, social issues, and finances is all reported in one document (Rossi & Luque-Vílchez, 2021; 

Hichri, 2022). IR, which encompasses a broad definition of integration, catches the relationships among the non-financial and financial 

aspects that influence a firm's performance (Abdulsamad, Yusoff, & Lasyoud, 2018), surpassing the simple combination of financial re-

porting and sustainability (Gerwanski, 2020). As a result, by encouraging integrated thinking and strong function-to-function collaboration 

in organizations (Aktan et al., 2018; Vitolla et al., 2020). Despite IR's growing popularity, there are still concerns regarding it. Although 

IR has been defined in much research, a generally agreed-upon definition has not yet been established (Villiers & Sharma, 2020). To assess 

the quality of organizations' thinking, operations, monitoring, and performance reporting in an interconnected manner, a more comprehen-

sive perspective is required, as Integrated Reporting (IR) often relates to its ability to communicate the strategic components that clarify a 

firm's performance and value creation (Chouaibi, Belhouchet, Chouaibi, & Chouaibi, 2022). As a result, corporate governance frameworks 

and the practices that signify how corporate entities are managed and directed are essential to creating the connections between various 

elements that, as anticipated in IR, contribute to value creation (Gerwanski, 2020; Raimo, 2021).  

A corporate governance framework makes it easier to apply a comprehensive approach to strategy formulation, which integrates various 

aspects of value creation inside a firm. (Christensen, Kent, Routledge, & Stewart, 2015). In a similar vein, it discharges the responsibility 

of a firm by showing the interconnectedness of its value drivers and offers the supervision necessary for the value creation process. (Doan 

& Nguyen, 2018). As a result, companies that include investor relations in their annual reports are more open about both financial and non-

financial information about the company. (Vitolla, Raimo, Rubino, & Garzoni, 2020). Consequently, more value would be created in firms 

by an efficient corporate governance system, which would also give IR a foundation from which to produce high-quality information. 

(Villiers & Sharma, 2020). Mandatory and voluntary reporting mechanisms can affect how corporate governance affects investor relations 

(Bhasin & Shaikh, 2013). Many studies have looked into how different parts of corporate governance affect the quality of different types 

of financial and non-financial reporting (Dimes & Molinari, 2024). These include reporting on corporate social responsibility (CSR), 

financial reporting, environmental reporting, sustainability reporting, and intellectual capital disclosure. (Okpamen & Ogbeide, 2020; Van 

der Zahn, 2023). All these forms of reporting are still to be investigated (Soriya & Rastogi, 2022). One can look at corporate governance's 

effect on the calibre of information offered by IR from several angles (Landau, Rochell, Klein, & Zwergel, 2020).  

http://creativecommons.org/licenses/by/3.0/
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On the one hand, corporate governance principles help to enhance the transparency of firms and decision-making with high-quality infor-

mation by guiding the corporate reporting process in this direction (Alghizzawi et al., 2024). This holds particular significance for investor 

relations, as its implementation is guided by principles and left to the discretion of corporate management (Fernández-Temprano & 

Tejerina-Gaite, 2020). In contrast, financial reporting is subject to regulations, and sustainability reporting closely adheres to guidelines 

that have become standards, such as the Global Reporting Initiative, that determine its structure and contents (Hindley, 2012). Conse-

quently, the lack of a defined framework and disclosures in independent reporting, in contrast to financial and sustainability reporting, has 

made it difficult to provide stakeholders with high-quality information (Christensen, Kent, Routledge, & Stewart, 2015). As a result, the 

relationship between corporate governance and IR has gained significant attention. IR is not concentrated on certain firm practices like 

climate change, CSR, or management intellectual capital, in contrast to other voluntary disclosure formats (Wang, Zhou, & Wang, 2020). 

Instead, it impacts the organization, its approach, performance, and related stakeholders through a variety of capital sources in the long run 

to create value (Rossi, Festa, Chouaibi, Fait & Papa, 2021). Since they are anticipated to be essential in fostering integration among various 

elements that contribute to value creation, it is crucial to comprehend how an organization's governance practices support the reporting 

firms’ capacity to create value (Endrikat, Villiers, & Guenther, 2020). Therefore, for Integrated Reporting (IR) to offer a comprehensive 

view of an organization’s performance, it must be supported by effective corporate governance practices. 

Conversely, the emergence of investor relations can be linked to corporate governance, since there has been a growing importance on 

sustainability, strategy, performance, and risks for corporate leadership due to a rise in natural disasters, financial crises, and corporate 

scandals (Zavertiaeva et al., 2024). This forces businesses to concentrate on how the governance structure of the firm enhances its capacity 

to generate value over the short, medium, and long terms (Alazzani, Wan-Hussin, Jones, & Al-hadi, 2021). Consequently, to enhance an 

organization's capacity to generate value and deliver superior information regarding value generation via integrated reporting (Soriya & 

Rastogi, 2022; Marçal, Neumann & Sanches, 2022). The directors and senior management in charge of the organization's governance must 

acknowledge that they are accountable for developing a suitable oversight structure under the International Integrated Reporting Frame-

work of the International Integrated Reporting Council. Despite the evident significance of corporate governance procedures on perfor-

mance as well as integrated reporting, previous research has not empirically examined the mediating role of integrated reporting between 

governance and performance, especially in the context of Jordanian SMEs. As a result, this study looks at how corporate governance affects 

investor relations in Jordan, a rising market. Jordan was chosen for several reasons. First off, Jordan is regarded as a haven for SMEs and 

has lately shown a quick acceptance of IR in the SMEs (Damer et al., 2021). Its strong systems of values and beliefs, along with the 

accounting profession, have fostered welcoming surroundings for holistic thinking, resulting in a high degree of IR. Second, in addition to 

these advancements, the nation has prioritized corporate governance recently and launched numerous programs in this area (Qadorah & 

Fadzil, 2018; Mansour et al., 2023). The corporate governance systems of the nation have undergone constant enhancements in accordance 

with global advancements since the introduction of the first Code of Best Practice in 1997, which was in accordance with the UK Cadbury 

Code of 1992 (Cadbury, 1992). 

This research makes multiple theoretical advances (Agarwal & Chadha, 2005; Tuấn, 2021). In the first place, it helps close the current 

definitional gap about what is intended by IR. There is still disagreement over how to define IR despite the abundance of research that 

investigates it (Saidat, Silva, & Seaman, 2018). This paper offers an extensive examination of IR based on the various interpretations of 

quality found in IR as well as additional financial and non-financial writings. Second, after defining IR, this paper creates a thorough 

framework for evaluating IR. This is crucial as numerous academics have identified numerous problems with IR assessment (Anas et al., 

2023). Third, by including IR, this study broadens the conversation on how corporate governance practices affect voluntary corporate 

reporting. This offers new insights because, unlike other Corporate social responsibility (CR) reporting and sustainability reporting are 

voluntary reporting formats that focus more on a specific dimension, such as sustainability, which have already been given due importance 

in the developed countries (Kyere & Ausloos, 2021). As an emerging reporting framework, Integrated Reporting (IR) captures the inter-

connections among an organization’s strategy, governance, performance, and prospects, providing a comprehensive perspective on the 

value creation processes of SMEs (Nguyen, Ntim, & Malagila, 2020). 

Therefore, the rest of this paper is organized as follows: In Section 2, the literature review and hypotheses are presented. The study method 

is presented in Section 3. Section 4 presents the analysis of the study. Finally, the discussions, limitations, recommendations, and conclu-

sions are offered in Section 5. 

2. Review of Literature 

2.1. Corporate governance and financial reporting 

According to a conventional viewpoint, a corporate governance system addresses how a firm's investors ensure they will get their money 

back (Alabdullah et al., 2018). The main goal of its development was to safeguard the interests of shareholders, as modern companies have 

separated ownership and control (Alazzani, Wan-Hussin, Jones, & Al-hadi, 2021). The board of directors plays a vital and comprehensive 

role in the implementation of corporate governance within a firm, particularly in monitoring and guiding the actions of top management. 

A more modern interpretation of corporate governance considers the other stakeholders of firms, whereas the conventional definitions 

concentrated mostly on shareholders (Aljifri & Moustafa, 2007). The concept of corporate governance has meaningfully expanded in light 

of recent advancements in corporate accountability, which begins to cover some aspects traditionally seen as being part of CSR (Carroll, 

2015; Di Vito & Trottier, 2022). Di Vito and Trottier (2022) assert in their study “A Literature Review on Corporate Governance Mecha-

nisms: Past, Present, and Future” that the comprehension and implementation of corporate governance mechanisms have undergone sub-

stantial evolution over time. The Cadbury Report (1992) was a very important step in this evolution because it showed how the outside 

world can affect how companies run their businesses. This report was the first step toward later governance codes and frameworks that 

stress the importance of transparency, accountability, and outside oversight in making sure that businesses are run well. Therefore, the 

definition of corporate governance in Islamic countries as "the system by which companies are directed and controlled" is now generally 

acknowledged (Al-Azizah, 2017). It can be thought of as the internal system used by organizations to run and make decisions. Broadly 

speaking, corporate governance maintains equilibrium between the objectives of the individual and the group, as well as between the 

economic and social spheres (Truong & Nguyen, 2024). The Organization for Economic Co-operation and Development highlighted the 

significance of corporate governance in corporate accountability, suggesting that "the board is chiefly responsible for monitoring manage-

rial performance and achieving an adequate return for shareholders while preventing conflicts of interest and balancing competing demands 

on the corporation, along with guiding corporate strategy" (Balsmeier, Buchwald, & Stiebale, 2014; Badu & Appiah, 2017; Sierra-Morán 
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et al., 2024). Accordingly, some corporate governance practices that were primarily designed to safeguard the interests of shareholders 

may also be successful in expanding managerial accountability to include other stakeholders (Agyei-Mensah, 2021). 

Numerous empirical studies have observed that the connection between various aspects of corporate governance and the calibre of financial, 

environmental, social responsibility, and sustainability reporting, as well as disclosures about intellectual capital (Al-Sartawi, 2018). Based 

on qualitative traits, norms, and standards like the Global Reporting Initiative, an index has often been utilized in the majority of this 

research to evaluate the reporting quality (Hamad, Draz, & Lai, 2020). Regarding the SMEs variables and different types of reporting 

quality, the aforementioned research has shown varying outcomes (Augusto, Pascoal, & Reis, 2020). Furthermore, whereas some research-

ers have exposed a negligible link between board size and sustainability reporting, others have found a strong correlation between board 

size and environmental reporting (Cooray, Gunarathne, & Senaratne, 2020). Some researchers have discovered a positive correlation be-

tween a larger board and performance, but that connection ends there and call to add other variables of corporate governance (Amedi & 

Mustafa, 2020). Nonetheless, the bulk of this research's conclusions highlight the function of corporate governance in helping firms fulfill 

their obligations by giving stakeholders of all stripes access to high-quality information (Vafeas & Vlittis, 2018; Tran, 2019). The different 

behaviours and traits, including board size, board independence, and chief executive officer (CEO) duality, that are outlined in the corporate 

governance laws and regulations, as well as the developed codes of best practices along with cash flows, have been used in these studies 

to illustrate the broad concept of SMEs (Alkhuzaie & Asad, 2018). However, depending on variables unique to each nation, variations can 

be seen in various aspects of corporate governance. Consequently, the correlations found in these studies also vary according to the social, 

legal, and economic situations, which calls for research in the Jordanian context, which is considered a hub of SMEs and is certainly 

different in culture compared to other countries (Alshaboul & Zraiq, 2020). In a similar vein, corporate governance is anticipated to be 

crucial to IR and its calibre. Nevertheless, there is no actual research to support the notion that corporate governance influences IR, espe-

cially in the contextual settings of Jordan. 

2.2. Corporate governance and performance of SMEs 

The ability of an organization to modify its strategy in response to shifting and developing external conditions, as well as internal capabil-

ities, is a significant outcome variable of governance studies. (Tulung & Ramdani, 2018). Corporate governance can bring enhanced man-

agement practices, stronger internal auditing, greater growth options, and a new strategic viewpoint to SMEs, all of which can be highly 

advantageous. (Khushi, din, & Sulaiman, 2020). Contrary to popular assumption, larger publicly traded organizations, whose ownership 

structures are focused in the hands of one or a small number of families, have mostly neglected family enterprises and closely held SMEs 

(Edeti & Garg, 2020). Prior studies have mostly concentrated on these companies' performance-related features (Yousaf et al., 2024). 

Recent governance literature has challenged this conventional wisdom by highlighting the significance of board control functions in family 

firms where competing interest groups coexist (Ferli, Fauzia, & Christiani, 2020). A successful business leader knows how to use the 

company's strengths and weaknesses, stay flexible in the face of changes in the market, and make quick decisions when things change 

outside the company (Bertschi-Michel et al., 2019). In this context, corporate entrepreneurship functions as a strategic method for attaining 

a competitive edge, enhancing efficiency, and cultivating the adaptability that propels enduring organizational success (Omenihu & 

Nwafor, 2025). Corporate governance, on the other hand, often involves risk and uncertainty because it requires the use of new and some-

times untested ideas and methods (Gafoor, Mariappan, & Thiyagarajan, 2018).  

To improve SMEs' performance, they need to be committed to good governance practices for a long time. This means making sure that 

boards are balanced and independent, that the roles of the CEO and chairperson are clearly defined, that independent non-executive direc-

tors are hired, and that risk management is overseen by special committees. These steps work together to make people more responsible, 

which helps them to make good decisions and promotes sustainable growth for SMEs. Together, these governance mechanisms strengthen 

accountability, enhance strategic decision-making, and contribute to the long-term sustainability of the organization. 

2.3. Integrated reporting (IR) 

Information about the environment, society, non-financial sector, financial sector, and governance has become increasingly important to 

stakeholders over the past few decades. (Cooray, Gunarathne, & Senaratne, 2020; Hamad, Draz, & Lai, 2020). Both the financial infor-

mation and this information have been quite helpful (Chouaibi et al., 2022). Nonetheless, the need for improved corporate reporting has 

been fuelled by flaws in sustainability reporting systems and financial reporting (Landau, Rochell, Klein, & Zwergel, 2020). The main 

result of this has been the introduction of IR as a new facet of corporate reporting. (Villiers & Sharma, 2020). However, integrated reporting 

is more than just merging reporting, sustainability, and financial reporting. (Velte, 2021). An integrated report can be used to gauge the 

effectiveness of integrated reporting inside an organization since it illustrates how successfully the latter uses this new reporting method. 

(Hichri, 2022). Therefore, IR has appeared as a significant advancement in corporate reporting in recent times and should be studied in 

various cultural contexts.  

2.4. Theoretical underpinning and framework development 

According to agency theory, a principal-agent relationship ought to represent the effective arrangement of knowledge and the costs asso-

ciated with taking on risk (Hidayat & Utama, 2017). There are two categories in the literature on agency theory (Hoang, Przychodzen, 

Przychodzen, & Segbotangni, 2021). The first one is called "positivist agency theory," and it discusses governance systems that restrain 

agents' self-serving behaviour after identifying circumstances whereby principals and agents are likely to have conflicting aims (Hossain, 

Prevost, & Rao, 2001). Agency theory primarily investigates the principal–agent relationship between the proprietors and management of 

public enterprises (Jenter, Schmid, & Urban, 2019; Qalati, Ostic, Sulaiman, Gopang, & Khan, 2022). A related field, commonly known as 

principal-agent research, broadens this framework to encompass a wider array of relationships, including those between buyers and sup-

pliers, employers and employees, and lawyers and clients (Kafidipe et al., 2021). Agency theory is often used to explain how different 

governance factors, like board size, board independence, CEO duality, audit committee independence, the presence of a separate risk 

management committee, and the quality of financial reporting, are related to each other in the context of corporate governance (Kyere & 

Ausloos, 2021). The fundamental idea of SMEs is accountability, which establishes the link between corporate reporting and corporate 

governance by guaranteeing the disclosure of information about stakeholders and so lowering the information asymmetry brought on by a 

firm's agency problem (Kalsie & Shrivastav, 2016; Bilal & Sulaiman, 2021). As a result, it can be said that voluntary disclosures and 

corporate governance are the primary factors in lowering the expenses associated with concealing and falsifying information resulting from 

the agency problem (Mansulu, 2021; Sulaiman & Asad, 2023). Therefore, to reduce agency conflicts, a firm with strong SME practices is 
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expected to improve the calibre of voluntary disclosure (Merendino & Melville, 2019). Lastly, the democratic viewpoint highlights the 

board's duty to protect democracy and promote tolerance for different points of view within the same organization as well as the ability to 

compromise (Hammami et al., 2021; Asad et al., 2024). However, the Resource-Based View (RBV) places a strong emphasis on internal 

organizational resources (Asad et al., 2023; Khan et al., 2021). RBV is a good fit for the internal resources that SMEs and family-owned 

businesses use to implement governance principles because, despite adhering to board procedures, SMEs do not welcome outside involve-

ment (Majali et al., 2022). 

Moreover, integrating stakeholder theory with agency theory provides a robust conceptual foundation for understanding the mediating role 

of Integrated Reporting (IR) between the selected components of corporate governance and the performance of SMEs. Stakeholder theory 

emphasizes the importance of addressing the interests of all stakeholders, not just shareholders, like agency theory (Aljifri & Moustafa, 

2007), thus highlighting transparency and accountability as key drivers of sustainable performance (Appiagyei & Donkor, 2024). In con-

trast, agency theory focuses on aligning the interests of owners and managers, often through monitoring mechanisms inherent in corporate 

governance (Mansulu, 2021). By combining these perspectives, integrated reporting emerges as a strategic tool that enhances transparency, 

reduces information asymmetry, and fosters trust among stakeholders, thereby aligning managerial actions with broader stakeholder ex-

pectations (Kafidipe et al., 2021; Minh et al., 2025). This integration not only supports stronger governance practices but also improves 

decision-making and long-term performance of SMEs, which often lack the formal structures of larger corporations. 

2.5. Board size (BS) 

Endrikat, Villiers, and Guenther (2020) suggest that organizations with larger boards of directors tend to be more transparent in their 

disclosures, as broader board composition enhances oversight and strengthens governance practices (Ahrens et al., 2025). A greater number 

of board members can also help reduce information asymmetry between management and stakeholders, reflecting a higher level of mana-

gerial capability and accountability (Ali & Ayoko, 2020). Moreover, the collective expertise and diverse perspectives of a larger board 

often lead to richer and more comprehensive reporting (Bansal & Singh, 2021). Overall, prior studies have consistently demonstrated a 

positive relationship between board size and the quality of corporate transparency (Bashir & Asad, 2018). 

2.6. Board independence (BI) 

Board independence is widely recognized as a fundamental element of effective corporate governance, particularly in shaping a firm’s 

relationship with its investors (Almansour, Asad, & Shahzad, 2016; Meng, Clements, & Padgett, 2018). From the perspective of agency 

theory, independent directors play a crucial role in mitigating the dominance of executive management when making decisions and ensuring 

that shareholder interests are given appropriate priority (Miyajima, Ogawa, & Saito, 2018; Masulis, 2019). When boards maintain a higher 

level of independence, stakeholders tend to benefit from more reliable and transparent information (Qadorah & Fadzil, 2018). Companies 

with a greater proportion of independent directors are also more inclined to disclose comprehensive, forward-looking, and strategically 

relevant information (Rashid, 2018). A substantial body of research supports this association, showing that the quality of corporate disclo-

sures improves significantly with greater board independence (Tulung & Ramdani, 2018). 

2.7. CEO duality 

CEO duality, in which one individual holds both the position of chairman of the board and CEO of the firm, is a bad corporate governance 

scenario that makes it more difficult to give stakeholders high-quality information (Garcia-Sanchez & Nicola Raimo, 2021). A CEO who 

also serves as chairman has a significant effect on the firm's decision-making process (Hichri, 2022). He might not take stakeholders' 

interests into account, which could lower the standard of corporate transparency. (Velte, 2021). Therefore, this demands that the chairman's 

and CEO's roles be kept distinct. There are mixed results concerning the role of CEO duality in providing high-quality voluntary disclo-

sures, and numerous studies indicate a strong negative correlation between IR and CEO duality.. (Dragomir & Dumitru, 2023). 

2.8. Independent non-executive directors (NED) 

Enhancing corporate disclosures is a proactive responsibility of the audit committee. (deAndrés, Arranz-Aperte, & Rodriguez-Sanz, 2017; 

Shin, Hyun, Oh, & Yang, 2017). Its job is to assess the internal controls and organizational procedures for generating financial data that 

result in high-calibre financial reporting (Cavaco et al., 2017). Members of the independent audit committee may request additional testing 

and a higher level of assurance (Alqahtani, Duong, Taylor, & Eulaiwi, 2021). Having an independent director with a higher proportion on 

the audit committee reduces agency costs and fortifies internal controls, both of which pave the way for high-calibre disclosures. (Scholtz 

& Kieviet, 2018). 

2.9. Separate risk management committee (SRMC) 

An audit committee may lack the necessary experience to handle the additional risks brought on by a turbulent business climate. (Cooray, 

Gunarathne, & Senaratne, 2020; Nwachukwu, 2022). As a result, it is crucial to create a distinct risk management committee for disclosing 

both financial and non-financial information. (Raimo, NIcolò, Polcini, & Vitolla, 2022). Similarly, one way to raise the standard of risk-

related information disclosure would be to create a distinct risk management committee. (Soriya & Rastogi, 2022; Salem, Alanadoly, & 

Sulaiman, 2023). Furthermore, (Bertinetti & Gardenal, 2016) Found a favourable correlation between the integrated reporting and a stand-

alone risk management committee in most of the studies they reviewed. 

3. Methodology 

The hardest barrier to overcome in disclosure research, like IR, is figuring out how much corporate disclosure there is and how accurate, 

which is the major issue associated with SMEs. Since there isn't a complete framework for measuring IR, a questionnaire was created in 

this study by considering several IR-relevant models comprising 10 items. The questionnaire was sent to the subject specialists before 

distributing the questionnaires for the collection of the data. On the other hand, the items for measuring the five variables of corporate 

governance were measured using the questionnaires used in the prior studies (Baydoun et al., 2013; Kalsie & Shrivastav, 2016; Badu & 
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Appiah, 2017; Cavaco et al., 2017; Kafidipe et al., 2021; Mansour et al., 2025). Financial performance of SMEs was measured using the 

instrument used by the prior researchers, containing eight items (Bigliardi, 2013; Asad et al., 2023). Every item in the index has been rated 

using a five-point rating scale (“ranging from 1 to 5, where 1 represents strongly disagree and 5 represents strongly agree”). Five-point 

Likert scale is considered very successful in obtaining accurate results and is used by several studies that have been conducted over SMEs 

(Ismail, 2009; Asad et al., 2023). 

Jordan was selected as the focus of this study primarily because it is regarded as a hub for SMEs, with more than 90% of its companies 

falling within this category. Furthermore, Jordan is among the few countries where corporate governance practices are mandated even for 

SMEs. However, despite this regulatory advancement, integrated reporting has not yet been adopted, although it is essential for the effective 

implementation of corporate governance principles in their true spirit. 

A probability sampling technique was employed to select respondent firms from the list provided by the Amman Chamber of Commerce 

and Industry. A total of 1,000 SMEs were chosen, and questionnaires were distributed in person by the researchers. Responses were col-

lected from managers and owners, as they were deemed the most knowledgeable and appropriate participants for the study. Follow-up 

phone calls and multiple reminders were conducted, resulting in 384 valid and genuine responses, yielding an effective response rate of 

38.4%. For a model comprising five independent variables, one moderating variable, and one dependent variable, this sample size satisfied 

the minimum requirement of 384 responses, thereby enabling further statistical analysis using the Partial Least Squares Structural Equation 

Modeling (PLS-SEM) technique (Hair et al., 2022). 

4. Analysis 

In the analysis, outer loadings have been analyzed initially in order to confirm the factor loadings of the items. All the item loadings values 

as referred by Quinlan, Zikmund, Babin, Carr, and Griffin (2018) must be greater than 0.7. The item loading indications of all variables 

have a specific value range between 0.716 and 0.971, according to the threshold level of 0.7, are mentioned in Table 1. 

 
Table 1: Factor Loadings 

 Board Inde-
pendence 

Board 
Size 

CEO Du-
ality 

Integrated Re-
porting 

Non-Executive Di-
rectors 

Performance of 
SMEs 

Separate Risk Management 
Committee 

BI1 0.941       

BI2 0.910       

BI3 0.966       

BS1  0.939      

BS2  0.733      

BS3  0.909      

BS4  0.871      

BS5  0.917      

BS6  0.944      

BS7  0.894      

BS8  0.923      

CEOD1   0.940     

CEOD2   0.851     

CEOD4   0.917     

CEOD5   0.971     

FPSME1      0.808  

FPSME2      0.899  

FPSME3      0.866  

FPSME4      0.940  

FPSME5      0.829  

FPSME6      0.890  

FPSME7      0.745  

FPSME8      0.716  

IR1    0.848    

IR10    0.732    

IR2    0.808    

IR3    0.779    

IR4    0.811    

IR5    0.749    

IR6    0.729    

IR7    0.768    

IR8    0.738    

IR9    0.728    

NED1     0.914   

NED2     0.951   

NED4     0.883   

NED5     0.965   

NED6     0.912   

NED7     0.896   

NED8     0.900   

SRMC1       0.882 

SRMC2       0.864 

SRMC3       0.904 

 

As shown in Table 1, all items involved in the model for the variables, including Board Independence, Board Size, CEO Duality, Separate 

Risk Management Committee, Non-Executive Directors, Integrated Reporting, and Performance of SMEs, values found to be greater than 

the level of 0.7.  
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4.1. Construct reliability and validity 

The reliability and validity of the constructs were evaluated using Cronbach’s Alpha (CA), Composite Reliability (CR), and Average 

Variance Extracted (AVE) for all study variables. According to Hair et al. (2022), acceptable values for Cronbach’s Alpha should exceed 

the threshold of 0.7, representing satisfactory internal consistency. Also, prior studies have suggested that Composite Reliability values 

should generally be above 0.60, with scores of 0.70 or higher reflecting stronger reliability (Hair et al., 2022). In terms of convergent 

validity, the AVE values for each construct should meet or exceed the benchmark of 0.50, signifying that the indicators explain at least 

half of the variance of the underlying latent variable (Hair et al., 2022). The results presented in Table 2 confirm that all constructs in the 

current study meet the recommended thresholds for reliability and validity. 

 
Table 2: Construct Reliability and Validity 

 CA CR AVE 

Board Independence 0.933 0.957 0.882 
Board Size 0.963 0.969 0.798 

CEO Duality 0.939 0.957 0.847 

Integrated Reporting 0.923 0.936 0.593 
Non-Executive Directors 0.969 0.974 0.842 

Performance of SMEs 0.939 0.950 0.705 

Separate Risk Management Committee 0.859 0.914 0.78 

4.2. Discriminant by Fornell 

The study evaluated discriminant validity for all variables using the Fornell-Larcker Criterion. Discriminate validity confirmed that each 

latent variable is empirically distinct from other constructs in the research model. As noted by Hair et al. (2022), the Fornell-Larcker 

Criterion is the most widely adopted method for evaluating discriminant validity. The results of this analysis for all variables are presented 

in Table 3. 

 
Table 3: Discriminant Validity by Fornell-Larcker Criterion 

 1 2 3 4 5 6 7 

1 Board Independence 0.939       

2 Board Size 0.603 0.893      

3 CEO Duality 0.464 0.700 0.921     

4 Integrated Reporting 0.746 0.689 0.612 0.77    

5 Non-Executive Directors 0.428 0.576 0.496 0.641 0.917   

6 Performance of SMEs 0.642 0.633 0.490 0.669 0.599 0.840  

7 Separate Risk Management Committee 0.562 0.591 0.563 0.632 0.705 0.677 0.883 

 

As stated in Table 3 demonstrates the results of the Fornell-Larcker Criterion for discriminant validity. This means that all of the variables 

in the structural model are both valid and reliable. 

4.3. Direct effects 

The study examined the structural model to provide an overview of the direct effect results. The calculated direct effect between the IVs – 

BI, BS, CEO Duality, NED, and the presence of an SRMC, and the DV, SMEs Performance, as well as the mediating variable, IR, are 

presented in Table 4.  

 
Table 4: Path Coefficients 

 Original Sample 
(O) 

Sample Mean 
(M) 

Standard Deviation 
(STDEV) 

T Statistics 
(O/STDEV) 

P Val-
ues 

Board Independence->Integrated Reporting 0.245 0.249 0.116 2.109 0.035 

Board Independence->Performance of SMEs 0.213 0.229 0.088 2.404 0.017 
Board Size->Integrated Reporting 0.565 0.561 0.105 5.384 0.000 

Board Size->Performance of SMEs 0.634 0.631 0.084 7.571 0.000 

CEO Duality->Integrating Reporting  0.237 0.238 0.091 2.603 0.010 
CEO Duality->Performance of SMEs 0.236 0.247 0.069 3.444 0.001 

Integrated Reporting-> Performance of SMEs 0.403 0.394 0.124 3.244 0.001 

Non-Executive Directors-> Integrating Reporting 0.403 0.418 0.117 3.439 0.001 
Non-Executive Directors-> Performance of SMEs 0.587 0.595 0.075 7.805 0.000 

Separate Risk Management Committee-> Integrat-

ing Reporting 
0.496 0.484 0.156 3.186 0.001 

Separate Risk Management Committee-> Perfor-

mance of SMEs 
0.315 0.316 0.142 2.212 0.014 

Table 4 presents the findings of the path coefficient for direct effects, confirming that all variable values meet the threshold levels. 
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4.4. Mediating effects 

The study has examined the mediating effects in which the mediating variable, Integrating Reporting, has been introduced. The calculated 

values of the mediating effects are shown in Table 5. 

 
Table 5: Specific Indirect Effects 

 Original Sam-
ple (O) 

Sample 
Mean (M) 

Standard Deviation 
(STDEV) 

T Statistics 
(O/STDEV) 

P Val-
ues 

Separate Risk Management Committee-> Integrating Report-

ing-> Performance of SMEs 
0.211 0.201 0.097 2.187 0.029 

Non-Executive Directors-> Integrating Reporting-> Perfor-

mance of SMEs 
0.588 0.588 0.115 5.110 0.000 

Board Size->Integrated Reporting-> Performance of SMEs 0.240 0.228 0.104 2.307 0.011 
Board Independence->Integrated Reporting-> Performance of 

SMEs 
0.236 0.247 0.069 3.444 0.001 

CEO Duality->Integrating Reporting-> Performance of SMEs  0.237 0.238 0.091 2.603 0.010 

 

Table 6 shows the findings of mediating effects, which suggest that integrated reporting has a significant relationship between SRMC, 

NED, BS, BI, CEO Duality, and Performance of SMEs.  

5. Discussions, Limitations, Recommendations, and Conclusions 

Even though there has been a lot of interest in the governance structure to keep up with new accounting innovations, this has resulted in 

suggestions that IR has improved gradually. Additionally, the findings reveal a strong positive association among all corporate governance 

variables, IR, and SMEs' financial performance. This is consistent with other research that indicates enterprises with larger boards are more 

likely to have the expertise and diversity needed to improve financial performance. Additionally, research has demonstrated that following 

the turning point that integrated reporting significantly mediates the association between selected corporate governance practices and SMEs' 

financial performance. Furthermore, agency theory's assertions are strengthened by these findings. The findings further strengthen the 

proposition of RBV as well as agency theory and show that a combination of the two creates a synergetic effect. The effect of corporate 

governance traits on IR has been examined in this study. According to the findings, Jordan's overall IR is mild and has gradually improved. 

The structure of SMEs also makes it difficult to provide stakeholders with high-quality information about the value creation process (Riphah 

et al., 2022). This is so because corporate governance primarily concentrates on financial reporting, which is mandated and supplements 

financial performance. This suggests that Jordanian SMEs' corporate governance structures are at a developing point where they can con-

centrate on the demands of a wider range of stakeholders as well as the connectedness and interrelationships between capitals, which stand 

for the many types of value that organizations generate.  

Additionally, the confirmation of IR’s mediating role further underscores the integration of RBV, contingency theory, and stakeholder 

theory, providing a robust conceptual framework for understanding SME performance. Integrating stakeholder theory with agency theory 

highlights the importance of considering the interests of all stakeholders, as reflected in IR, emphasizing transparency and accountability 

as drivers of long-term financial performance. This theoretical integration not only strengthens governance practices but also enhances 

decision-making and sustainable performance outcomes in SMEs. 

The findings suggest that Jordanian SMEs' corporate governance structures are crucial, thus, need directors to devote enough time to 

supplying high-quality information through voluntary disclosure procedures like integrated reporting. This leads to an intriguing discovery 

about IR in Jordan: the boards have committed corporate resources to create an integrated report, but they haven't focused enough on the 

calibre of the data they have provided. One explanation could be the impact of actively promoting IR in Jordan, which has made it popular 

and appealing for businesses to jump on the bandwagon, but hasn't resulted in integrated practices and thinking.  

5.1. Limitations and recommendations 

This study produces some significant findings; given some of its shortcomings, they should be interpreted cautiously. First off, only five 

corporate governance factors that were related to the study's setting were chosen for inclusion in the analysis. To completely understand 

their influence on integrated reporting, future research can take into account additional corporate governance factors. Second, the research 

sample included both sectors, both financial and non-financial, which differ structurally in several ways when it comes to reporting and 

corporate governance. Thus, this study can be repeated by academics in the future in greater sectors that are compatible with the structure, 

including both financial and non-financial sectors. Thirdly, this study utilised a cross-sectional design. To strengthen the validity of the 

results, future research can increase the sample size and examine a longitudinal period. Fourth, Jordan was taken into consideration in this 

analysis, since it has demonstrated distinct features in its voluntary reporting policies. To validate the results, future research can examine 

a similar association in other jurisdictions where IR is required or optional. Consequently, self-reported goods (i.e., integrated reports) form 

the basis of our reporting quality analysis, where potential greenwashing risks are present. This also emphasizes, though it similarly calls 

for more research, the importance of reforming corporate governance practices to emphasize broader reporting that includes information 

beyond financial statements, while ensuring the reliability and quality of these non-financial disclosures. 

5.2. Policy recommendations 

The results of this study hold substantial implications for policymakers, regulatory bodies, and SME support institutions seeking to enhance 

the performance of SMEs. The study establishes that integrated reporting serves as an effective mediating mechanism through which 

important components of corporate governance for SMEs positively influence the performance of SMEs.  

Policymakers should consider adapting and promoting simplified integrated reporting frameworks tailored specifically for SMEs. While 

current integrated reporting standards are often designed for large corporations, creating SME-friendly guidelines can improve transpar-

ency, long-term planning, and stakeholder engagement in the SME sector. Likewise, the research highlights that strong corporate govern-

ance positively impacts SME performance when mediated by integrated reporting. Therefore, governments and financial institutions can 

introduce incentives (e.g., tax benefits, easier credit access, or grants) for SMEs that adopt and report on governance structures. 
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Additionally, implementation of integrated reporting requires adequate knowledge and skills. Public agencies, SME development centers, 

and industry associations should initiate training programs to raise awareness and build the capacity of SME owners and managers on both 

corporate governance and integrated reporting practices. Moreover, national and regional SME policies should embed corporate govern-

ance and integrated reporting as strategic pillars for SME growth and sustainability. Encouraging structured reporting will not only foster 

accountability but also enhance SMEs’ access to finance and partnerships by improving their credibility among investors and stakeholders.  

Finally, integrated reporting, by design, incorporates sustainability considerations. Policymakers can leverage integrated reporting adoption 

among SMEs to align them with national sustainability goals and international standards (e.g., SDGs), enabling SMEs to contribute more 

meaningfully to inclusive and sustainable economic development. 

5.3. Conclusions 

Despite the abovementioned shortcomings, the work has several implications, theoretical and practical. This study provides supporting 

evidence for the agency theory perspective; therefore, careful consideration of these corporate governance qualities is necessary to strike a 

balance between principal-agent interactions and avert future agency costs. This research highlights the need for legislators and regulators 

to develop appropriate regulatory measures, including laws, stock market guidelines, and industry-specific listing requirements (such as 

those found in the banking sector). These measures would shift the burden of information sharing among board members to a larger group 

of stakeholders. 
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