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ABSTRACT

This paper examines the faciors that intluenee companies
in Malaysia to engage in Internet Financial Reporing
(IFR). Pereeptions of advaniages and problems in using
this new technology for financial reporting were also
examined. The perceptions of preparers of financial
information  were  solicited using a  snrvey  mailed
questionnaire.  Preliminary  findings  suggested three
lactors that are perceived as important hy vespondiug
Tinns Lo engage in IFR: (1) enhance corporale fmaue, (2)
company (eller with the technology development, and (3)
compelitors in the mdustry. The findings also revealed
three factors that inhibil firms from engaging in [FR: (1)
need to kcep inlomalion updated to be of use, (2)
requircd expertise Irom the company. and (3) concern
aver security of infonnation. The findings also suggesied
that "rlobal rcach and mass comnmunication’ and
“limeliness and up-dale ability” as the nost important
advantages from financial reporting on the Intcrnet. On
the other hand, ‘sccurity problems™ and ‘cosl and
expertise’ are the disadvaniages of placing financial
information on the  Intermet.  Fually.  plausible
implications of the findings of the smdy are then
presented and areas for future research are also proposed.
Keywords: factor. advantage, disadvantage and internet
financial reporting

Field: Infonnation technalogy

1. INTRODUCTION

The development of the Internet as a distribution
channel ol financial informalion creales a  new
communication medium and reporting environment in the
corporatc world (Ashbaugh et al. 1999; Chan &
Wickramasinghe, 2006). The practice of disseminating
business information in a digital format is spreading
around the world {Bonson et al.. 2006) and becoming a
very important part of husiness information services (Liu.
2000). The Intcrnet 15 & technology with the power (o
revolutionize  cxlermal  reporting  and  increasingly
imporiant tor financial reponing (Jones & Xsao, 2004). It
is & unique information disclosure tool that encourages

flexible forms of presenztion and allows immediate.
broad, and inexpensive communicalion 10 investors
(Kelton & Yangz, 2008). The Intermet also provides a
nnique  lorm of corporate volumary disclosure that
enables  comparnies to provide mlormation
insantancausly o global audience (Abdclsalam et al..
2007),

A comprchensive review of existing literdure on
Internet Financial Reporting (hereinafter reterred o as
IFR) incicates a sigmilicant evelution of IFR research,
The evolution of IFR research can be categorized intw
four research themey; classilication of 1FR. descriptive
stndies, association sindies and dimension of IFR (Al
Khan & Ismail. 2008a). While researchers have given
cousiderable attentions o [FR research over the last
decade, only a limited nnmber of studies have emerged to
explain the relationship beiween corporate behaviour 2nd
the atitudes and preferences ot preparers of [FR,
especially in the contexi ol Malaysia. Therefare, this
study attemipts to fill the gap by investigating the
pereeplions of prepavers of financial information and 1o
solicit their views about the factors, advantages and
disadvanlages of |FR.

The rest of 1his paper is arranged as lollows. The next
section provides an overview of IFR. Section three
discusses aboul the research methodology. followed by
rescarch {indings. The paper ends with a conelusion and
suggestions for (uture research,

2. PRIOR RESEARCH ON IFR

Therc have heen a growing number of cmpirical
studies on IFR since 1995 reflecting the growth in this
torm of information dissernimaiion (Davey & Homkajohn,
2004). IFR is an attractive and ftast growing rescarch
opic (Ovyelere et al., 2003; Xiaa et al., 2005). A lots of
IFR researches have emcrged over the last decade. The
carlicst studies were produced during 1996 and 1997,
only a year after the glohal, corporate interest in the
Intermet as an advertising media had eommenced (Allam
& Lymer, 2003). In general. the IFR literature can be
classified into two themes; (1) the practices of campanies
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using the Internet for financial reporting purposes and as
an investor relations communication strategy., and (2) the
determinants of web-based disclosure policy choice
(Joshi & Al-Modhahki, 2003). Furthermore, IFR rescarch
can be divided into several themes: descriplive research,
comparalive rescarch and explanatory rescarch (Pervan,
2006: Abdclxalam et al, 2007).

[t has now becaming increasingly common for large
cotporalions (o their
stakeholders hy using a voluntary disclosure medium like
the Intemet. Many companics provide wehsites which
include large amounts of information on a rich range of
financial matters. Compared to the traditional printed
repoits, the [nternet oftfers many more opportunities to
communicate finaneial information. and its importanee in
this repard is rapidly increasing (Pirchegger &
Wagenhofer. 19%9).

Corporate websites are designed for multiple reasons,

includine  advertising the firms™ products, facilitating
electronie commerce. promoting brand idenlification,
attracting  polential  employees, and enhancing (he
eorporate image (Lybaert, 2002). The advantages ol ihe
Internet for financial reporting are ils cheapuess. speed,
dynamism, and flexibility {Lymer, 1999). IFR can he cost
effective, last. flexible in fommat, and accessible w all
users within and beyond national houndaries (Mohamed
Hisham & Hafiz-Majdi. 2004). The last Hve years
wilness a growth in the numhber of companics adopting
IFR. Indeed. IFR is onc of the fast growing phenomencn
{Ashhaugh ct al.. 1999; Oyclere ct al., 2003). The
development of IFR practice has been rapid. largely
miroring. and motivated hy, the development of the
world wide wceh since 1994, being the primary Internet
medium for IFR (Allam & Lymer, 2003).
Scveral professional studies in the US. UK and Canada
have also examined the status of IFR. These include the
Institute of Chartered Aeeountants in England and Wales
(ICAEW) (Spaul, 1997). the International Accounting
Standard Committee (LASC). now the International
Accounting Standards Board (IASB) (Lymer el al.. 1999),
Capadian Institute of Chartered Accountants (CICA)
(Trites, 1999). and the U.S. Financial Acconnling
Standards Board {(FASB) (FASB 2000, 2001).

IFR practices have been surveyed hy a number of
academic studies in many countries. (or cxample US
{Petravick & Gillet. 1996; Ashbaugh ot al., 1999;
Ettredge ¢t al.. 2001). UK (Lymer, 1997; Marston &
Leaw, 1998: Craven & Marston, 1999), Tapan (Marston,
2003). New Zealand (McDonald & Lont, 2001; Oyelere
el al.. 2003) and lreland (Brennan & Haurigan, 1998).
Several studics have also examined the relationship
between Bvm specific characteristics and [FR (see, for
cxample. Ashbaugh et al., 1999; Craven & Marston,
1699; Hassan et al., 1999; Pirchegper & Wagenhofer,
169G, Bonson & Escobar, 2002 Debreceny et al., 2002;
Allam & Lvmer. 2003; Joshi & Al-Modhahki. 2003;
Ovelere et al, 2003; Maiston & Polei, 2004 Xiaao et al.,
2004; Chan & Wickramasinghe, 2006).

While numerous studies have examined the statns and

communicate nformation  to
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determinants of 1FR, only few studies have focused on
the timeliness issne which is an important part ol IFR
{Pirchegger & Wagenhoter, 1999: Euredge et al.. 2002,
Abdelsalam & Street, 2007). Timeliness is erucial as
users are demanding for more timely informalion (Fisher
et al., 2004). It is even more importam as shorter delays
are often associaled wilh grealer profilability (reference).
Unfortunately, many eompanies are found to [ocus more
on the user support and informalion contenl than
timeliness and (echnology (Davey and Homkajohn,
2004).

Swdies on the perceptions of 1FR from the preparers’
and users’ perspectives are very limited eompared Io
those of traditional reporting, One exceplion is a study by
Joshi and Al-Modhahki (2003). They found “global reach
and mass eommunieation’, ‘timeliness and updateability’
and “interaction and feedback’ as important advantages of
IFR, while ‘seeuwrity problems™ and ‘authenticalion,
attestation and legal impediments’ as important
disadvantages of [FR.

[n summary. the wealth of recent research in this area
also confirms the importanee of the [FR 1ssues. However,
pereeption studies on the factors. advanmages and
disadvantages of [FR are sull lacking m developing
countries, espeeially Asian countries. In additions, to the
best of our knowledge, no studics have asked the
tnterested parties, and especially preparers ahout their
pereeplion and attitude in relation to [FR.

3. RESEARCH METHODOLOGY

The main objective of this study is to investigale the
perceplion ol preparers toward  the  advantages and
disadvamtages ol IFR. For this purpase, dala were
vollected by a mean of survey questionnaire. [n designing
the guestonnaire, commenis and feedback from post
graduate students and academics were elicited in an
endeavour 1o ensure that questhions were clear and precise.
Carly draft on the questinpnnaive was pre-tested by (wo
PhI> accounting students, three accounting lecturers at
Faeulty of Management and Human Resource
Management. Universitz Teknologi Malaysia, and three
accounting lecturers at College of Business, Universiti
Utara Malaysia. Based on their [(eedbacks., several
medifications were madc o (he wording of some
questions aud some less imporlant questions were deleted
to reducc the length of the questionnuwire.

The larget prepares of IFR are chief financial officer
(CFO), finance manager and accountants. CFO, finance
managers or accountants of the public companies listed
on the maimn board represented the preparers. CFOs were
chosen because they are the senior executives who are
responsihle for hoth accounting and financial operations
(Jiambalvo. 2004). CFQ is a member of the management
tcam that would typically be associated with the
development of the comporate annual report and be in a
position to comment on what influence the decision to
disclose (Wilmshnrst & Frosi, 2000). These individuals
also have the necessary knowledge and competency
regarding [FR matters (Ho & Wong, 2003; Mohd Isa,



2000). The respondents were asked 1o indicate their
opinions on a five-point scale i terms of strongly
disagree (o strongly agree,

Since this paper is exploratory in nature. A exploratory
study 15 ¢conducted to preliminary detenmine o get the
respondent perceptions. A sample of this siudy consists of
450 respondents (preparers of pnblic listed companies in
Bursa Malaysia). The sample sizc satistics the rule of
thuinb proposed by Roscoe (1975) as noted by Sekaran
{2003). Sekaran noted Roscoe as suggesting thal. among
others, a sample size larger than 30 and less than 500 js
appropriale lor most research. wilh a minimum nomber
of snh-saimple sizes of 30 for each catcgory is necessary.

The data were collected during the month ol July to
Septcmher 2008. Each respondent reccived a marked
questionnaire {for trackiug purposes) together with a
letter outlining the objective of the reseacch. respondent
confidentiality, and availability of survey resnlt upon
request. as well as a stamped addressed enveloped. We
sent gnestionnaire to sohcit their opinion on factors,
advantages and disadvantages of reporting financial
informaton on the Internct. A (otal of 68 respondents
responded o the questionnaire. representing 15.11%
response rate. CFOs and accoumants are busy people and
are generally unwilling to participate n survey shudies
{sce, o & Wong, 2001), the low response rates (between
10 1o 20 percent) were in line with the capeciation ot this
study. PricewaterhouseCoopers (2002) repurted that the
average response rate for postal surveys in Malaysia is
around |6 percent.

The questionnaire consists of two parts. Part one
relatcs to (he general aspects. which are the background
of the respondeni such as gender, age. education level and
position. Part two. consists of respondenl perceptions
loward factors, advantages and disadvantages of IFR.

4. RESULTS

Table | shows the profile of the respondents. The
tesults show that ahout 53 percent of the respondents arc
CFO  while the remaining are finance manager and
accountants, ‘Two-third of the respondents are malc.
Eighty-seven percent of the respondents are 410 years old
or below and ahnost all respondents have at least a degree
or a professional qualification.

Table 1. Profilc of Respondent

Accountants 11 16.2

The following scctions report the results of the
preparers’ perceptions toward the factors that influenced
them to adopt [FR. The resnlis in Table 2 and Table 3
show ‘enhance corporate image’. “company teller with
the lechnology development’ and “competitors in the
industry” as the three 1main faciors that influence most
influenced company to adopt 1FR. while ‘need to heep
informatiou updated to he ol nsce’, ‘required expertisc
from the company’ and ‘concern over security of
infunnation’ as the three main faclors thal most inhihited
companics  [rom  adopting 1FR.  The respondent
perceplions show that all the items are the factor
influecnce company to engage or not o engage with 1FR
(incan > 3.00}.

Tahle 2. Factors nfluencing cormpany engage 1FR

fem N=68 Swudard Rauk
Mean  Jeviaion
Enhance corporate image 4.8 06U )
Company teller with the 388 0.X3AX 2
technology development
Competitors in the industry 3.66 0924 3
Directors desire o engage 1FR 3.62 URLl
Obligations to communily 3.60 tha6o 5
Obrain funds from wider ~ources .54 192l 6
Media attention 3.40 0.849 7
Receive government support 3.26 0.90% &
Stability and wproverment in 3.24 0.900 ]
share prices
Pressures trom stakeholders iie 1L.O16 10
_ Win awards 315 0950 M

Table 3. Factors influencing compuny nol engage 1FR

Demographic  ltem Frequency  Poreenmage
{*u)
Gender Male 46 67.6
Female 22 324
Age < 30 years ¢ 5.8
31 to 40 years 27 397
41 to 50 years 26 38.2
. > 5] years 4 13.2
Academic Diploma 3 4.4
ceriticalion Deyree ¢ 19 a2l

Professional

Mastlers/Ph.D 16 23.3
Oceupation CFO 36 52.0
Finance manager 21 Y

ltem N=68  Siaudard Rank
Mean  desviauou

Need o keep mformation 390 0 %66 |

updated to be ol use

Required expertise Jrom the 3.74 0.785 2

company

Concem pver security of 3.72 (1.990) 3

information

Concern over disclosure of 3.63 3.913 4

proprictary infonmation

Cost incurred outwelgh benefils 350 0.9%85 3

to company

Potential lcgal liability 147 0.954 6

There are alternative forms of kIS 0.834 7

obtaining information

Too costly (o sctup and maintain 343 0.835 7

Do not wanl (¢ be oo 3.40 1.067 9

Iransparent

No lepal requircment 3,37 1.021 10

Fear of losing compeutive 3.06 0.976 U

advantage
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A further analysis was carried oul o mvestigate the
pereeptions of preparers and users toward the advantages
and disadvantages ol TFR. These ifems werc extracted
(rom the literature ( Walbman, 1995; Green & Spaul.
1997: Lymer & Tallberg, 1997 Jashi & Al-Modhahki,
2003; Ali Khan & Ismail, 200%b). The perceptions were
cheited using a Likert scale ranging from | {Stuangly
disagreed) to 5 (Strongly agreed). The resulis i Table 4
show that respendents perceived ‘global reach and mass
communication®, ‘timeliness and  updareabality” and
‘tnereased  information” as the three most important
advantages of IFR {mean > 4.00).

‘lable 4. Advantages of IFR

ltem N =68  Standard  Rank
Mcan  deviation
Global reach and mass 4.26 0.683 ]
communicalion
Tunchiness and up-date abiliry 410 0.694 p)
Increased mformation 401 0.723 3
tduwnloadable) and analysis
Notvigahonal case 3.94 0,689 |
Interaction and (cedback 3.87 0751 3
Cost beneficial 372 0.78Y 6
Presentation Nexibility and 3.63 0.76% 7

visibility

On the hand. the resulls in Table 5 show thal
respondents  perceived ‘sccurity problems’, ‘cost and
expertise” und “poor websile design and advenising” as
the three most imporlant disadvantages of IFR {mean >
3.50). Otherwise, the respondent perceplions show that
all the ilemns are the advuntages and disadvantages of [FR
(mean = 3.00),

Table 5. Disadvantages o' IFR

Ilem N =68 Standard  Rank
Mean  deviation

Seeurity problems 3.94 0.896 1

Cost and expertise ER.E 0.874 2

Poor website design and 353 0.954 3

adverusing

Authentication, attestation and 3.50 0.8R9 4

Tegal impediments

Informatiou overload 3.44 0.920 5

Developed and developing 3.3 0.874 6

counrry digital divide

5. CONCLUSION

O this paper. we examine the perceptions of preparers
on the Factors. advantages and disadvamages of IFR.
There are twe impartant findings emerged from this study
that can be used as a basis for future rescarch, First, the
respondents ranked “enhance corporate image’, ‘company
teller with the technology development” and ‘competitors
i the industry” as the most important factors thal
inftuence companies 1o adopt 1IFR. On the other hand.
“elobul reach aud mass comnmuniealion’, ‘timeliness and
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updateahility™. “jucreased informnation” and ‘navigational
ease’ were ranked as thc most smportant disadvantages.
Second, respondenis perecived “global reach and mass
communication’ as the most imporiant advanlage of IFR,

while  “security problemns’ as the most imporlamt
disadvantage.

In a nuishell. this paper provides mmporlant insighls
into the factors. advanisges and disadvantages of 1FR
from the perspectives of preparers and users which are
neglecwed by prior rescarch. However, there are several
hmuations of our study. and fnture research ca retine and
broaden our analyses in several aspects. The first is the
small sainple size. As the Internet continues 1y cvolve. we
expect more comparnics to ereate websites and adopt [FR
within the next Ivw years. Therefore, it would be
intcresting for researchers 1o fucther investigate this issue
with a larger sample size. Seeond, the subjeet being
surveyed can be descrihed as a top management issue and
il may hc that not all respondenis can reveal all the
eonlidental intormation. Third, questionnaire may nol be
the hest way of collecting data ahont 1FR. Furiher
rescarch conld try other approaches. such as interviewing
companies, preparcs and user. Fourth, this study only
[ocuses on Malaysia. Future research may ivestigale and
cainpare the issuc between countries. especially between
developed and  developing  countrics.  Finally, the
Malaysian enviromnent may be nnique and. therelore, onr
findings may not be generalized in other capital markels.
Replications of 1FR practice in other national scttings
warrant potential research extensions of this paper.
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