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ABSTRACT

As digitalisation is costly and requires continuous planning, updating,
and monitoring, voluntary disclosure of digitalisation-related information
can enhance a company’s reputation and subsequently reduce the cost of
capital. However, such information is not part of mandatory disclosure.
This paper intends to assess how and how much Malaysian public listed
companies disclose digitalisation-related information in their annual
reports. Using a qualitative approach and purposive sampling, this study
analysed data from the audited annual reports in 2020. Forty-nine Malaysian
listed companies were selected. This study discovered that digitalisation-
related information was included in nine sections: overview, events and
highlights, management reports and discussion, our capitals, governance
and leadership, sustainability report, external environment, notes to the
accounts, and additional information. In addition, those disclosures were
related to marketing, the product offered, business operation, governance,
risk management, customer relations, organisational structure, and strategic
management. The disclosure level for digitalisation-related information
was generally basic where companies provided a brief description of their
digitalisation initiatives, tools, and technologies. These findings are useful
for internal and external stakeholders, including Malaysian agencies that are
directly responsible for transformation into digitalisation in Malaysia. Future
research may cover other sectors, employ different research approaches and
focus only on integrated reports.
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INTRODUCTION

The year 2020 has been a challenging one in which the whole world
experienced a global pandemic that has affected lives immensely. Malaysia
is no exception to the effects of the Pandemic as it accelerates the emergence
and urgent need for digitalisation. A company’s sustainability is determined
by how quickly the business manages to adapt and customize its business
processes with technology. Digitalisation, which started in the Third
Industrial Revolution, provides many growth opportunities. In Malaysia, the
journey towards digitalisation started in 1996 with the introduction of the
Multimedia Super Corridor (MSC). The MSC, is now known as Multimedia
Development Corporation (MDEC), an agency under the Ministry of
Communication and Multimedia Malaysia. Throughout the years, Malaysian
companies embraced digitalisation to remain competitive and to cope with
changes in the general economic environment, particularly rapid changes
in information and communication technology (ICT) as well as changes in
consumer behaviours due to the industrial revolution and the unexpected
pandemic. To ensure digitalisation efforts consider all stakeholders such
as business entities and the Malaysian people, the government introduced
MyDigital on 19 February 2021, a national initiative to transform the country
into a digitally enabled and technology-driven high-income nation, and a
regional leader in the digital economy (Economic Planning Unit, 2021).
The six (6) key thrusts related to this initiative were documented in the
Malaysian Digital Economy Blueprint.

The objectives of the Blueprint are to encourage business entities to
not only become users and adopters but also creators of innovative business
models, utilise human capital to thrive in the digital economy, and foster
an ecosystem that enables communities to embrace the digital economy
(Economic Planning Unit, 2021). Although the Blueprint was recently
introduced, Malaysian companies have embarked on the digitalisation
journey about a quarter of a decade ago. They strive to keep up to date with
the latest technology and utilise it to increase productivity, cut operational
costs, and fend intense rivalry. Due to the high funding requirement for
digitalisation initiatives, we expect companies to voluntarily disclose
digitalisation-related information to obtain support from both internal
and external funders. Hence, management could use corporate reporting
strategically to lower their firms’ cost of capital (Gerard Hoberg & Lewis,
2017).
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Voluntary disclosure is defined as the presentation of unmandated
information, both financial or non-financial data to the related parties within
or outside the organisation (Belkaoui, 2006) in corporate reports such as the
sustainability report or as additional information to the financial information
(Deepak & Deshpande, 2015). Studies suggest that it has a positive effect
on the market (Frenkel et al., 2020). The increasing trend in voluntary
disclosures has made companies at par with stakeholders’ expectations
towards company success (Traxler et al., 2020). Investors nowadays are
becoming more cautious, and they tend to evaluate companies from various
perspectives before making any investment decision (Tuan et al., 2020;
Nguyen et al., 2012). Thus, corporate transparency can help companies
build a positive reputation and trust with their stakeholders, which in turn
can help mitigate the firms’ idiosyncratic or operational risks (Benlemlih
& Bitar, 2018).

The introduction of digitalisation helps speed up the recording,
accumulating, and dissemination of information. Technology is the key
driver for digitalisation. Information and communication technology are
enablers of digitalisation initiatives. Technology tools such as an accounting
information system help companies to speed up the decision-making process
(Urus et al., 2020). Autio (2017) defines digitalisation as a transformation
of the entrepreneurship process by switching the locus of entrepreneurial
opportunities in the economy and transforming the best method by using
digital technologies and infrastructure in business, economy, and society
to proceed with entrepreneurial opportunities. Digitalisation can reduce
transaction costs associated with gathering, processing, and dissemination
of accounting information for its users (Troshani et al., 2015). Autio (2017)
reckons that digitalisation may provide ways for Small and Medium
Enterprises (SMEs) to consider internal and external interactions with their
customers, partners, suppliers, and internal stakeholders. Digitalisation
leads companies to operate in volatile, unstable, complex, and ambiguous
environments (Chan et al., 2021). As digital tools and technologies
change, companies may need to integrate digitalisation in their future
strategies. Information about digitalisation strategies can be disseminated
to stakeholders as business plans and strategies can be reported in the
integrated reporting (IR).
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IR is a concept based on ‘integrated thinking’ that incorporates
communication between companies externally and internally. In other words,
a company is thinking holistically about the resources and relationship the
organisation uses or affects, and the dependencies and trade-offs between
them as value is created. The Malaysian Institute of Accountants (MIA)
established the Integrated Reporting Steering Committee on 18 December
2014 upon the recommendation of the Securities Commission of Malaysia.
They recommended five key areas to be highlighted in the IR: materiality
assessment, risk disclosure, consistency and comparability, internal and
external factors impacting the business, and the value creation business
model. Despite challenging circumstances such as the unprecedented
pandemic, technology has helped Malaysia to collaborate with other ASEAN
countries such as Singapore and the Philippines in creating awareness and
providing resources for the early adoption of integrated reporting (Aucky
Pratama, 2021).

The business environment is getting more complex and sophisticated.
It will keep changing over time due to among other factors, changes in
consumer behaviours in favour of fast and online transactions, the pandemic
that deters people from visiting physical shops and offices, and rapid
technological changes. Examples of technological changes are changes in
technologies related to big data, the Internet of things, machine learning,
artificial intelligence, robotics, 3D printing, biotechnology, nanotechnology,
renewable energy technologies, and satellite and drone technologies.
Adopting technology tools and integrating digitalisation into business
models are no longer an option. Companies are forced to allocate huge
funding to embrace digitalisation into their business model. Such funding
is either from equity holders or debt holders. Similar to other investments,
investing in digitalisation comes with certain risks such as cyberattacks
and a limited life span. Hence, information related to digitalisation is
material. Companies should provide information related to adopting
technology tools and digitalisation initiatives. They can use annual reports
as part of communicating this information to investors, particularly the
equity holders and debt holders who need quality information to make
quality decisions. Voluntary disclosures of material matters concerning the
business entities promote transparency and good governance. A review of
the literature suggests benefits of voluntary disclosure on digitalisation such
as lowering the cost of capital and enhancing reputation. Unfortunately,
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limited literature is available that provide insights into the types and
manner in which digitalisation-related information is being disclosed in
annual reports. Besides the high costs of digitalisation, companies may
struggle between following the plan or integrating reporting. Given the
importance and benefits of disclosing information related to digitalisation
initiatives undertaken by companies and the move towards integrated
reporting, new insights into digitalisation-related information disclosures
are useful to Malaysian stakeholders. This paper intends to contribute to
the literature by studying how Malaysian public listed companies disclose
information related to digitalisation in their annual reports. It examined
how the information was presented and what the common themes were as
well as how much information was disclosed. Findings from this research
may motivate more companies to report on all material matters relating to
the digitalisation of their business models.

LITERATURE REVIEW
Theories of Voluntary Disclosures

Voluntary disclosure refers to providing additional information, greater
than what is required by regulators (Elfeky, 2017). Belkaoui (2006) defined
voluntary disclosure as the voluntary presentation of information either
financial or non-financial data in company reports. Few theories explain why
companies opt for voluntary disclosures. Th Capital Needs Theory proposes
that companies decide to disclose more information voluntarily when they
require more external funding like banks or financial markets (Meek et al.,
1995). Voluntary disclosure is found to be inversely related to capital cost
(Hossain et al., 1994). The importance of satisfying the information needs
and interests of a broader group of users refers to the Stakeholder’s Theory.
The Theory suggests that large companies tend to provide more voluntary
disclosures due to pressures from diverse stakeholders (Abed et al., 2014).
Under the Free-market Theory, companies are motivated to disclose beyond
what is being mandated by regulators. Despite being partly supported by
evidence, this theory does come with some merits. Based on the literature,
companies do benefit from voluntary disclosures such as lower perceived
risks, lower cost of capital, better reputation, and higher business values.
Voluntary disclosure can be an effective tool for a company to convey its
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plans to sustain in the future and to be seen as transparent in its reporting
process (Suharsono et al., 2020).

The Agency Theory (AT) asserts reducing agency costs that arise
from conflict of interests between managers and shareholders and compels
companies to provide voluntary disclosures (Alves et al., 2012; Zayoud et al.,
2011; Watson & Wilson, 2002). The Theory also can be used as a theoretical
approach towards voluntary disclosures by organisations. Generally, the
interest of managers as agents and shareholders or investors as principals
must be in-line. However, agents usually seem to be in a better position due
to insider information compared to their principal and thus, it creates agency
problems (Padilla, 2002). Therefore, managers use voluntary disclosures
as one of the tools to increase transparency in reporting and seek approval
from their principal to avoid agency problems (Volpentesta & Andre, 2021).
Previous studies also show that most companies increase their level of
voluntary disclosure to ensure better management of their relationship with
stakeholders (Jensen & Meckling, 2019; Farag et al., 2015; Perrigot et al.,
2012). The Signalling Theory suggests that companies with high levels of
voluntary disclosure aim to reduce information asymmetries and signal their
businesses' high quality and value. In addition, companies use voluntary
disclosure to increase transparency of their reporting process and their
strategies to sustain in the future (Suharsono et al., 2020) and this trend helps
to fulfil investors’ information needs in making investment decisions (Tuan
etal.,2020; Nguyen et al., 2012). It somehow influences the market (Frenkel
et al., 2020). Companies are motivated to provide voluntary disclosures in
sustainability reports or as additional information (Deepak & Deshpande,
2015) and it has been increasing over time (Traxler et al., 2020).

The Legitimacy Theory can also be used to explain why companies
voluntarily disclose information. By reporting more information about
business activities or projects, companies can influence people to perceive
them as operating within the boundaries. Users, particularly investors, are
continuously expecting companies to demonstrate that the companies are
abiding by the rules and regulations and investors’ expectations are not
stagnant (Pittroff, 2021). Pragmatic, moral, or cognitive legitimacy reflects
how a company’s reporting interacts with outsiders. Pragmatic refers to
how companies appraise their actions toward users, moral implies the
organisation’s action towards social norms, and cognitive legitimacy relates
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to the benefits to the society from the organization’s actions and policies
(Suchman, 1995). Hence, the level of information voluntarily disclosed
by an organisation may potentially affect society either in economic or
social implications (Deegan, 2002; Soderstrom et al., 2017). In general,
the AT is more appropriate to underpin the theoretical framework of this
study because we assume that companies are willing to make voluntary
disclosures of digitalisation-related information disclosure to strengthen
their relationship with stakeholders (Jensen & Meckling, 2019; Farag et
al., 2015; Perrigot et al., 2012).

Voluntary Disclosures and Corporate Reports

Voluntary disclosure in annual reports has always been a controversial
issue as there are no proper guidelines on the extent of disclosure that needs
to be presented in a company's annual report (Embong, 2014). Companies'
financial reporting, both mandatory or voluntary disclosures have always
been debated for its relevance especially when it provides some cues on
future-oriented information (Lakshan et al., 2021). Voluntary disclosure
allows a company to ‘tell their own story’ in the most creative ways and
become more unique compared to their competitors (Troshani et al., 2015;
Tran et al., 2021). Voluntary disclosure gives options to companies to
disclose more issues and more information especially to external users on
company performance and governance (Bamber et al., 2010). Companies
frequently disclosed exceedingly on corporate social responsibility,
company strategies, and other non-financial information (Embong, 2014)
as well as governance matters like corporate characteristics, corporate size,
and board of directors (Bamber et al., 2010; Braam & Borghans, 2014).

According to Oluwagbemiga (2014), voluntary disclosures which
are full of textual narratives and pictures provide an insight to investors to
better predict a company's performance at least one year ahead. However,
Tran et al. (2021) hold the opinion that even narrative disclosures provide
astounding signals of a company's prospects but it is always not favoured and
preferred by the management. Looking from an informational perspective,
sometimes a company may lose its competitive position when they disclose
inappropriate or insufficient voluntary disclosures (Bamber et al., 2010).
Tran et al. (2021) stated that when a company excessively disclosed in
an annual report on their digitalisation effort, it may lead to losing some
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comparability merits. However, Shan & Troshani (2021) discovered that
voluntary disclosures increase the ability of financial statements information
to encapsulate a company’s value and encourage unique disclosures.

The evolution of technology makes the digitalisation effort a must
among all companies to enable them to survive and remain competitive in the
market (Shamsudin & Ahmad, 2021). Thus, the disclosure of digitalisation
in the annual report is considered a voluntary effort to satisfy information
needs by the stakeholders. Nurunnabi & Hossain (2012) focussed on internet
financial reporting disclosures and discovered that only 33.34% of public
listed companies which were mostly non-family owned and being audited
by big audit firms make voluntary disclosures on the internet of things.
Lalevi¢ Filipovi¢ et al. (2018) examined information technology (IT)
literacy of financial reporting among local governments in Montenegro and
discovered that since the use of technology is not mandatory, disclosure and
transparency was very low. Troshani et al. (2015) made comparisons on
the effect of voluntary disclosures on value relevance in the US and Japan
and found that digital corporate reporting technology provided better value
relevance in the US but showed no difference in Japan. Lakshan et al. (2021)
emphasised that voluntary disclosures led to inherent risk and uncertainties
to arise. Any disclosures that relate to predictions and assumptions trigger
risk to management procedures. In contrast, voluntary disclosure provides
valuable opportunities to a company to make unique disclosures so that the
annual report becomes more credible, trustworthy, and persuasive (Healy &
Palepu, 2001; Tran et al., 2021). Integrated reporting (IR) may encourage
more companies to provide information on how they create value.

In 2003, Bioinnovation, a Denmark company was the first company
that offered IR to its stakeholders. Since then, it has gained popularity
through the years. IR explains about strategy, governance, performance,
and prospects of the company that can lead to value creation whether in
the short-term, medium-term, or long-term. The first IR Framework was
published in 2013 and has since been revised a few times until January
2021. At the moment, no generally accepted and enforceable standards are
available for IR. However, some companies have realised its importance
and continue to incorporate IR based on their understanding. IR reporting
is still at an early stage (Rinaldi et al., 2018). Eccles et al. (2019) found
three countries that can be grouped as countries with high disclosure of IR:
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Germany, the Netherlands, and South Africa. South Africa has made IR
mandatory and proven that the expected outcome of IR outweighs the cost
incurred in preparing IR (Steyn, 2014). Hameed & Rahman Ahmed (2020)
asserted that in Bahrain, since 2017, small companies had prepared IR even
though it is not yet mandatory. Like Malaysia, IR is still on a voluntary basis.
Mohammed et al. (2020) highlighted that there is a lack of understanding
and awareness about IR in Malaysia. However, some companies claim IR
can improve their relationship with stakeholders and support if IR becomes
mandatory in Malaysia.

Voluntary Disclosures and Digitalisation

Digitalisation introduces a new process to corporate reporting practice
(Rowbottom et al., 2021)standard-setters must construct a taxonomy
to assign contextual ‘metadata’ that codifies disclosures arising from
accounting concepts, standards and practices. But digitalisation poses a
problem for corporate reporting. Within internationally accepted accounting
practice, ‘principles-based’ standards give companies significant discretion
in deciding what they disclose and how they report accounts of their
activity. How would the principles-based nature of corporate reporting
be influenced by the construction of a taxonomy that seeks to specify all
accounting disclosures? Drawing on literature examining the constitutive
potential of classification and formal representation, we use our case study
of the digitalisation project undertaken by the global standard-setter, the
IASB, to understand how digitalisation intervenes on standard-setting and
reporting practice despite the intentions of standard-setters. Our results
detail how standard-setters sought to minimise the impact of digitalisation
by modelling the taxonomy only on disclosures explicitly required by
accounting standards. We reveal the circumstances that led the IASB to
change its taxonomy design by seeking to capture not only what should
be reported (as prescribed in extant accounting standards. Existing studies
that focus on digitalisation in corporate reporting practice either choose to
investigate the usage of digitalisation in the corporate reporting process
or to examine its relations and effects on the consequences of relying on
digitalisation-related information. It is important to be clear on the meaning
of digitalisation versus digitisation. Digitisation refers to the process
of converting analogue data into digital sets and it is the framework for
digitalisation (Rachinger et al., 2019). Meanwhile, digitalisation is defined
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as the exploitation of digital opportunities (Rachinger et al., 2019), where
it involves changes in the business entity and its business model due to its
increasing use of digital technologies to increase both the performance and
the breadth of the business (Westerman et al., 2014).

Based on empirical studies, stock market participants do consider
digitalisation-related information in valuing a business and that information
receives higher valuation if the companies are with a stronger reputation
for corporate sustainability (Rachinger et al., 2019). Digitalisation also
is the key driver for business innovation and the value creation aspect is
strongly influenced by digitalisation in both the automotive and the media
industry (Rachinger et al., 2019). The degree of digitalisation that companies
implement depends on various factors such as customer demand (Rachinger
etal., 2019; Berman & Bell, 2011). Digitalisation is also highly connected
to data management and analytics that serve both as an enabler, to feed
new digital processes with proper information and a control mechanism to
measure the results (Kotarba, 2017). Given its growing importance to the
current business environment, this study focussed on digitalisation and how
information related to the use of technologies in business entities is being
voluntarily disclosed in company reports. It may provide useful insights
into how Malaysian companies voluntarily disclosed digitalisation-related
information.

RESEARCH METHODOLOGY AND METHOD

This paper adopted a qualitative approach where data was obtained from
annual reports. The unit of analysis was a company. It employed the
purposive sampling strategy. Haanaes & Fjeldstad (2016) indicated that
sectors that are mostly affected by digitalisation are media and entertainment,
energy, and retailing. The related sectors on Bursa Malaysia are media
and telecommunication, energy, technology, and consumer products and
services. Hence, these sectors were selected for this study.

To be selected as the sample, a company had to meet three criteria.
First, a company must have made its 2020 audited annual report available
on its website in April and May 2021, as this was the data collection period
for this study. Second, using a list available on the Main Board of Bursa
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Malaysia, the audited annual report of each company was scrutinised to
determine whether it contained any digitalisation-related information. If
the report did disclose digitalisation-related information, its audited annual
report was downloaded and taken as the sample. Third, a company was from
the four selected sectors. This study obtained 49 audited annual reports
that met the pre-determined criteria. The number of companies was 19 for
consumer products and services, 7 for energy, 10 for technology, and 13
for media and telecommunications sectors.

These annual reports were then analysed using ATLAS.ti 8 to assess
how they disclosed the information. Four researchers were assigned with
the data collection task. Each was responsible to collect the annual report
from each sector and code the text using the ATLAS.ti 8. A standardised
codebook designed by the principal researcher was utilised. The coding was
developed based on a pilot study on a smaller sample. The whole sentences
or paragraphs of texts related to ‘digital’ and ‘digitalisation’ were taken as
the data. Following Michelon et al. (2021), the texts were accounted as
digitalisation-related disclosures.

Autio (2017) proposes the SMEs models to support digitalisation
by categorising digitalisation into five (5) big categories which are SMEs
internal activity system, customer interactions, digitalisation of products
and services, digitalisation of marketing, and internationalisation. By
referring to these categories, the current study analysed the annual report
by segregating the content of digitalisation into eight possible categories
(themes); (1) marketing, (2) the product offered, (3) business operations, (4)
governance, (5) risk management, (6) customer relations, (7) organisational
structure and (8) strategic management. These themes were initially
determined based on a pilot study on ten (10) companies. The principal
researcher scrutinised related disclosures based on themes suggested by the
literature and identified the eight common themes. The researcher read the
whole paragraph which contained the words ‘digital and/or digitalisation’ to
determine its context. Four themes; marketing, the product offered, business
operations, and customer relations were similar to Gong & Tong (2020).
New themes were governance, organisational structure, risk management,
and strategic management.
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RESULTS AND DISCUSSIONS

The results are presented and discussed for each research question. The
first research question looks at how Malaysian listed companies voluntarily
disclose digitalisation-related information in their audited annual reports.
Based on our content analysis, we found companies disclosed that
information in various parts of the annual reports.

Annual Report’s Section for Digitalisation-related Disclosures

The first research objective aimed to determine how Malaysian listed
companies disclosed digitalisation-related information. Using the annual
report’s table of contents, this study found that specific sections or sub-
sections of the annual report were used to disclose digitalisation-related
information.

There were nine sections commonly utilised for voluntary disclosures
of digitalisation-related information: overview, events and highlights,
management reports and discussion, our capitals, governance and leadership,
sustainability report, external environment, notes to the accounts, and
additional information. ‘Our Capital’ is a new section in the IR. Some
companies chose to voluntarily use the IR format for their annual reports.
In the ‘Our Capital’ section, digitalisation-related information was reported
in manufacturing capital, social and relationship capital, financial capital,
organisational capital, natural capital, and human capital. The most common
section was management report and discussion where this study discovered
35% of disclosures of digitalisation-related information included. Under
management report and discussion, the disclosures were further reported
under different sub-headings namely strategic business and review, key
risks and opportunities, and business models. Companies use voluntary
disclosures to assure their stakeholders that the companies are sustainable
(Suharsono et al., 2020).

The second most common section was the company’s overview where
digitalisation-related information was disclosed in the Chairman’s Statement,
CEO’s review, vision, mission and values, and key messages. The third most
common section was the sustainability report. Digitalisation initiatives
were employed for the sustainability agenda, learning and development,
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corporate social responsibility, environment, and society. Capital was the
fourth common section and under this section, digitalisation was related
to manufactured capital, human capital, value generation, and social and
relationship capital. Digitalisation-related information was reported in other
sections such as governance and leadership and the external environment.
Only a few companies disclosed digitalisation in events and highlights,
notes to accounts, and additional information sections.

For the first objective, this study also examined further digitalisation-
related disclosures to determine their common themes or categories. The
texts related to the ‘digital’ and ‘digitalisation’ were extracted from the
annual reports. Using content analysis where the texts were analysed,
searching for common themes, the digitalisation-related disclosures could be
grouped into eight categories, themes, or dimensions. They are marketing,
the product offered, business operations, governance, risk management,
customer relations, organisational structure, and strategic management.
Some of these themes are consistent with (Gong & Tong, 2020; YinSern
et al., 2017). Risk management, organisational structure, and strategic
management were the newly discovered themes. Thus, this study not only
substantiates existing literature but also contributes to the literature by
revealing new themes for digitalisation-related disclosures. However, the
study design and objectives might be different from existing studies as this
study focussed on searching and analysing the whole audited annual reports
to determine how Malaysian listed companies disclosed digitalisation-
related information and what that information was. Table 1 illustrates a
sample of these extracts.

Table 1: A Sample of Extracts of Digitalisation-related Disclosures

Themes Extracts

Marketing This year, the company bolstered its presence across several
key social media channels through our aggressive digital
marketing campaign.

The Product We accelerated our focus on our customers’ digital experience

Offered as we see a shift in demand for online services and self-help. All
product offerings for the year were restructured to ensure the
business is well-positioned to support the consumers’ growing
demand for data and we partnered with local businesses to
assist in their digitalisation process.
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Business Digital Technology & Solutions using our proprietary technology
Operations to modernise processes and improve efficiency

Governance Board and Board Committee meetings are scheduled
and communicated in advance before each calendar year
to encourage maximum attendance rates. Meeting notices
and papers are uploaded to a digital meeting software and
disseminated to Board and Board Committees’ members at
least seven (7) days before meetings, allowing convenient direct
access and sufficient time to review, consider and prepare for
meetings.

Risk Mgt. In the current age of information technology, various new risks
have emerged through the use of social and digital media, and
the management of current digital era risks has become

critical.
Customer Adapting to the new normal, we strengthened our engagement
Relations with consumers by amplifying our presence leveraging digital

communication and engagement for our brand campaigns.

Org. Structure  The director is a technology evangelist and works with partners
to get the most out of new technology such as cloud, big data
analytics the Internet of Things (loT) and sees digitalisation
Industry 4.0 as the way forward for the country.

Strategic Mgt. The Roadmap is a three-year plan that sets the way forward in
terms of IT and digitalisation until 2021.

These themes represent the sub-headings for the related disclosures.
The texts were analysed and how frequent ‘digital’ or ‘digitalisation’ under
each theme were disclosed is summarised in Table 2. To avoid redundant
frequency, any ‘digital’ and ‘digitalisation’ that appeared in the same
sentence and paragraph were counted as one. The average result was the
average count per company.

Referring to the total frequency, digitalisation-related disclosures
were expected to be more common in the media and telecommunications
sectors. However, energy related companies disclosed more counts of
‘digital’ and ‘digitalisation’. Energy companies disclosed that digitalisation
was most related to their strategic management whereas technology
companies reported that digitalisation was mostly embedded in their
business operations.
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For media and telecommunication companies, rapid changes in
technology tended to affect this sector the most where the need to use
the latest digital technologies is more prevalent. The two most important
aspects of the business model where companies integrated digitalisation
technologies within the media and telecommunication sectors were
the product offered and business operations. This seems in line with
the aspirations of the Malaysian Blueprint to strengthen the coverage,
affordability, and quality of domestic broadband services to unleash the
full potential of digitalisation. Media and telecommunication companies
also disclosed their plans, strategies, and initiatives related to digitalisation
in their annual reports.

Table 2: Themes for Digitalisation-related Disclosures
(frequency and percentage)

Consumer

Pg;dnlllic‘::t:s& Energy = Technology .:}2 f:;z[:_ TOTAL  Average

Marketing 26 (24%) 0 6 (7%) 6 (4%) 38 (9%) 0.8
Product Offered 19 (17%) 1(1%) 18 (20%) 47 (32.5%) 85 (19%) 1.7
Business Operations 34 (31%) 23 (25%) 26 (28%) 47 (32.5%) 130 (30%) 2.6
Governance 6 (6%) 5 (5%) 2 (2%) 0 13 (3%) 0.3
Risk Mgt. 3(3%) 3 (3%) 3(3%) 15 (10%) 24 (5%) 0.5
Customer Relations 9 (8%) 0 14 (15%) 1(1%) 24 (5%) 0.5
Org. Structure 0 6 (7%) 14 (15%) 0 20 (5%) 0.4
Strategic Mgt. 12 (11%) 55 (59%) 9 (10%) 29 (20%) 105 (24%) 21
TOTAL 109(100%)  93(100%)  92(100%)  145(100%) 439 (100%)

For the technology sectors, the average frequency of reported
digitalisation-related information per company was the third-highest,
slightly lower than the media and telecommunication sector but a bit
higher than consumer products and services. For technology companies,
digitalisation was reported and integrated into the business operations and
products offered.

As shown in Table 2 consumer products and services sector was
another sector where companies disclosed digitalisation-related information.
However, compared to energy, media, and telecommunications companies,
consumer products and services companies reported that digitalisation
technologies were integrated the most into their business operations and
marketing. In this sector, digitalisation tools and initiatives were important
to create value throughout the business activities.
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The distribution of the digitalisation-related information reported
by our sample companies across themes and sectors is presented in Table
2. Based on the percentage of digitalisation-relation disclosures, business
operations were the most prevalent theme or business dimensions where
digitalisation was reported. This result was consistent across all four sectors.
For other themes, the percentages were varied. For example, the energy
sector is well known for its stability in consumer demand. Hence, energy
companies did not need to embark on digital marketing.

Based on the analysis, the marketing theme appeared to be popular
after the business operation themes under the consumer products and
services sector which contributed 24% of the total disclosures. Companies
have been implementing digital marketing for several years and the
implementation has been spurred recently due to the enforcement of
lockdown and movement control orders during the Pandemic. The Pandemic
has expedited cashless revolution and digital retailing to take over the
traditional way of marketing. This study found that companies disclosed
voluntarily various strategies of online marketing. Companies advertised
their products through digital platforms such as online stores through
their official company websites, mobile applications, social media such as
Facebook Live Cast and Instagram, other e-commerce retailing platforms
including Lazada and Shopee as well as broadcast mediums like television
and radio. All the digital platforms allowed optimum reach to customers
as the methods mentioned are contactless and more virtually connected. In
addition, the companies also participated in collaborations with prominent
delivery services like Dahmakan, Foodpanda, and Tesco Delivery to
smoothen the product distribution process. Companies also inaugurate new
initiatives on branding activities as they used celebrities, socialites, social
media influencers for digital advertising. E-Voucher and E-Warranty were
used to reduce the usage of paper for printed vouchers and warranties and
help companies to effectively manage the Point-of-Sale (POS) system upon
dealing with customers.

Customer Relation showed a less significant percentage as it only
provided 5% of the overall disclosures. Companies did not discuss
thoroughly their strategies to maintain good relationships with customers in
their annual reports. Most of the companies only mentioned in general their
initiatives on applying various digital tools to strengthen engagement with
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customers. However, few companies provide detailed information on digital
engagement activities such as showcasing their trendy products via social
media to create excitement among customers to try out their ‘viral’ products.
Besides, there were other initiatives taken by companies to keep engaging
with customers such as launching digital learning hubs and conducting
cybersecurity awareness workshops for customers. Some companies also
offered product training and support groups to resolve problems after certain
product software was purchased. The government awarded PENJANA
digitalisation grants to individuals and SMEs which covered a free 1GB of
internet data per day further enabling greater productivity and education
access in this digitalisation era.

Companies have changed their operation style to cope with the
current business environment. Traditional ways of business operations have
been changed to digitalisation to enhance and make businesses operate in
improving their business. In addition to the digital era, the Pandemic has
also become a major factor contributing to the digitalisation of operations
and needs to be adapted by companies. The business operation theme
had the highest voluntary disclosures of 30% in digitalisation for all the
sectors selected. Media and telecommunication were the highest sector that
voluntarily disclosed business operations at 32.5% with consumer products
trailing behind at 31%. Most of the companies in all sectors used traditional
method in selling and improving after-sales services. Many companies
experienced higher sales after introducing websites that allowed their
customers to purchase products and services including providing delivery
services or opening an online shop on well-known platforms such as Shopee
or Lazada. Most companies also provided a 24 hour online support business
to improve their relationship with customers and suppliers. Apart from that,
most of the companies used digital ways in recruiting their staff. Companies
enable their websites for future employees to submit their resumes and do
interviews online by using online platforms such as WebEx or Zoom. Most
of the companies also used digital platforms such as Zoom for reporting
and managing purposes during the lockdown.

Strategic management was the second most common disclosure
theme for digitalisation-related information. Companies disclosed how
they integrated digitalisation tools and technologies in their strategies.
Some media and technology companies also planned to expand their digital
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products to enter the broader market by sharing the concept of existing
digital products developed by their Malaysian team with their regional
teams in Thailand and Indonesia. Energy companies disclosed efforts to
further digitalise Malaysia via initiatives such as MYDIGITAL which
will encourage more investment in data centres - a core market segment
of the ITS power system division. They also planned to develop the safety
culture maturity to the next level, utilising new digital methods and tools.
Their plans were aligned with the Group’s overall direction to digitalise,
collaborate, co-sourced, and improve connectivity between all offices
and assets. Meanwhile, some companies from the consumer products and
services sector disclosed that the Group was embarking on three (3) new
strategies by going Digital, going Lean, and going E-commerce. Technology
companies reported that the COVID-19 crisis had sped up the adoption of
Industrial 4.0 with A.L. and digitisation by several years. The shift in the
manufacturing trend has helped a technology company to grow its V-ONE®
Industrial 4.0 software suite with cumulative connectivity increased from
1,063 machines or devices connected in FYE2019 to 2,364 machines
or devices connected in FYE2020. This was achieved by the aggressive
expansion into non ViTrox machine connectivity and vertical industries such
as precision engineering industries, metal fabrication industries, food and
beverages, agriculture technology. In other words, digital transformation
has been a continuous effort in simplifying daily business operations.

Companies voluntarily disclosures on the product offered theme
comprised 19% of all eight themes. Due to the COVID-19 outbreak and the
lockdown implemented by the government, companies in all four sectors
were forced to offer their product on digital platforms. No physical store
was allowed to operate during the lockdown. This has forced companies to
create online stores or sell their products on well-known online platforms
such as Lazada, Shopee, or Zalora. Only energy sectors recorded little
disclosures due to the nature of their business and product offered. Media
and telecommunication had the highest percentage of disclosures in the
product offered themes at 32%. Increasing online platforms for business
transactions may contribute to the highest disclosures of digitalisation
initiatives related to the product offered by Malaysian companies. A higher
number of online buyer volumes during the movement control orders forced
companies to sell their products online and provide delivery service to their
customers. Government incentives such as E-Belia given to consumers
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during the movement control order had also motivated companies to offer
their products on the digital platform.

The Depth and Breadth of Digitalisation-related Disclosures

The second research objective was to assess the depth of digitalisation-
related disclosures among Malaysian listed companies.

Table 3: Assessment of Disclosure Level (frequency and percentage)

Consumer

Media &
P;Z?'\l:ic:;t:s& Energy Technology Telecom. TOTAL
Basic 76 (56%) 24 (26%) 75 (79%) 99 (99%) 274 (65%)
Adequate 40 (30%) 67 (74%) 20 (21%) 1(1%) 128 (30%)
Comprehensive 19 (14%) 0 0 0 19 (5%)
TOTAL 135 (100%) 91(100%) 95(100%) 100(100%) 421(100%)

As shown in Table 3 this study used three assessment levels: basic,
adequate, and comprehensive. Related disclosures that briefly mentioned
digital or/and digitalisation such as a mere mention of digitalisation
initiatives, tools, or plans were assessed at a basic level. Adequate disclosures
were those disclosures that described digitalisation initiatives, tools, or plans
in greater detail and took at least a paragraph length. A comprehensive
narrative was detailed disclosures with some financial information related
to the digitalisation initiatives, tools or plans, and projects/programs or their
results or outcomes. By using this assessment method, this study found
most digitalisation-related disclosures of Malaysian listed companies were
at the basic level. There were 421 counts of ‘digital’ or ‘digitalisation’ in
the sample annual reports. The counts for consumer products and services,
media and telecommunications, technology, and energy were 135, 100, 95,
and 91 respectively.

A disclosure was categorised as basic if it was a general and
brief description of the digitalisation such as ‘Accelerating the digital
transformation within our organisation to enhance efficiency’. Overall,
disclosures of digitalisation-related information were assessed at the basic
level where this study discovered 274 occurrences of basic disclosures.
However, if the disclosures were more detailed and specific such as ‘Our
Safety Culture Transformation Programme, which was started in 2015, is
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one example of how digitalisation has enhanced learning amongst employees
and crew’, it was assessed as adequate. There were 128 occurrences of
adequate disclosures. There were some companies from the consumer
products and services whose disclosures were not only more detailed and
specific but also supplemented with some financial disclosures related to
the digitalisation. Such disclosures were assessed as comprehensive. A
total count of 19 comprehensive disclosures was discovered from the study
sample. An example of comprehensive disclosure was ‘Later in the year,
we shifted heavily towards digital activations, namely via e-commerce
campaigns for International Coffee Month and Lazada Singles Day.
The latter drove significant sales with an increase of nearly 500% from
2019°. None of the companies from the other three sectors whose related
disclosures included financial information such as financial implications of
the digitalisation initiatives in their annual reports.

Approximately 65% of our sample only reported a few sentences for
each occurrence of ‘digital’ or ‘digitalisation’. This applied to more than
half of the companies from consumer products and services, technology
and media, and telecommunications. Only results for energy companies
showed otherwise. Seventy-four per cent (74%) of energy companies whose
disclosures of digitalisation-related information were assessed as adequate.
Nevertheless, approximately 14% of the disclosures from consumer products
and services companies were comprehensive. These companies not only
provided narrative disclosures of their digitalisation initiative, projects,
plans, and tools but also reported some financial outcomes or implications
of those digitalisation initiatives, and projects.

There was a huge gap in the depth and breadth of those disclosures
among media and telecommunications companies where almost all the
respective samples only provided descriptions of digitalisation in their annual
reports. Except for energy companies, the other companies disclosed a basic
level of digitalisation-related disclosures in the year 2020. Nevertheless,
those basic disclosures at least indicated companies’ efforts and seriousness
in embracing digitalisation into their business models. As companies that
own and operate energy assets or provide energy-related services or hold
the right to undertake exploration, exploitation, development, production,
or distribution of energy or energy resources, energy companies most likely
have been integrating digitalisation technologies into their business activities
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hence, disclosing what and how these digitalisation tools and technologies
were part of reporting the performance and position of the companies
during the financial year. That probably explains why digitalisation-related
disclosures of energy companies were assessed as adequate.

Despite a greater number of disclosures relating to digitalisation
for consumer products and services being found to be basic, this sector
outperformed other sectors as some of them managed to provide a
comprehensive digitalisation-related disclosure. Providing both financial
and non-financial information related to digitalisation initiatives, projects,
tools, and technologies that the companies planned or intended to implement
in the future was beneficial to both internal and external stakeholders as
such information might help them gauge the financial benefits and amount
invested or would be invested in the digitalisation technologies.

CONCLUSION, LIMITATIONS, AND FUTURE
RESEARCH

This study explored how Malaysian listed companies disclosed
digitalisation-related information in their 2020 audited annual reports.
Based on content analysis, this study found that most companies provided
digitalisation-related information in several sections of their audited annual
reports. The most common related sections in the annual reports were
management discussion and reports, overview, our capitals, governance and
leadership, sustainability report, external environment, notes to the accounts,
and additional information. Companies’ disclosures of digitalisation-
related information covered eight common themes; business operations,
strategic management, the product offered, marketing, risk management,
organisational structure, customer relations, and governance. The most
common themes were business operations and strategic management.
Overall, the digitalisation-related disclosure level was basic, where
most companies provided a brief description of their digitalisation tools,
initiatives, plans, project, strategies, and other related aspects of digital and
digitalisation transformation in their 2020’s audited annual reports.

This paper contributes by providing insights on how and how much
Malaysian listed companies disclosed digitalisation-related information.
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Under the current business and economic environment, companies need to
adopt digital technologies to remain competitive. However, digital adoption
among industries is still in its infancy, with industrial development showing
slow progression and being less aggressive than neighbouring countries. This
paper sheds light on the current adoption of digitalisation among Malaysian
companies. It revealed that Malaysian listed companies have embarked on
a digitalisation journey. However, most of the disclosures simply described
the digitalisation initiative and explained how it benefitted the company.
Very few companies disclosed the financial implications of those initiatives.
Findings from this paper are useful for the company’s stakeholders, both
the preparers and users of corporate reports as well as government agencies
who are involved in the digitalisation transformation agenda in Malaysia.
In addition, this study provides some evidence on how Malaysian listed
companies are ready to embrace voluntary integrated reporting. Based on
the findings, some companies are already adopting integrated reporting but
many others are still applying traditional financial reporting that focuses
on providing information to key stakeholders. Under traditional financial
reporting, companies focus on complying with all the requirements of
accounting standards and regulators, the mandatory disclosures. This may
explain why most companies’ voluntary disclosures of digitalisation-related
information were very basic. There is still a long way for these companies
to be ready in adopting integrated reporting which attempts to report on
the value creation process such as the digitalisation transformation of
a company. Policymakers and accounting regulators probably need to
embark on a greater number of awareness workshops, talks, and programs
on integrated reporting with the business owners.

Despite researchers’ best efforts to minimise inconsistencies in
analysing and coding the texts, the findings were limited by the researcher’s
judgment of the adequacy of the disclosures. Future research may address
these limitations by covering more sectors, focusing only on integrated
reports, and using different research instruments. Furthermore, future studies
may investigate the challenges faced by preparers to gather information for
digitalisation-related disclosures.
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