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Summary
Corporate reporting is an ever evolving field, with increasing demands from stakeholders and
regulators. The number of reports companies produce ever year, has therefore grown significantly in
recent years: Financial reports, CSR-reports, Management reports and so on. This resulted in a
segregated reporting landscape, which can be confusing for the readers of the reports. Integrated
reporting is a new trend that tries to tackle this issue.
Even though the subject is relatively new, there has been written quite a lot of theory on integrated
reporting. In this theory, sustainability is often mentioned as one of the drivers of integrated
reporting. This, however, remains to be questioned. This is where a paradox exists: is sustainability
the most important driver of integrated reporting, or are more internal benefits (streamlining the
reporting process) the real driver behind it? To find an answer to this problem, the following
research questions have been formulated:
‘’To what extent is sustainability a driver in the choice for and the results of switching to integrated
reporting?
1.
2.
3.

To what extent does sustainability play a role in the motives for integrated reporting?
What benefits or challenges can companies that are wanting to create an integrated report
expect?
How do the benefits and the overcoming of the challenges contribute to sustainability?

At first, the research focuses on the theory that has already been written on integrated reporting and
the researches that have been carried out in the past. Two main subjects are evaluated here: the
motives for choosing integrated reporting and the eventual results of the implementation. These two
subjects have been put into a sustainability-perspective. After evaluating these theories, ten
companies with integrated reports have been selected to conduct in-depth interviews with.
In these interviews, the theoretical assumptions were verified by the companies participating in the
research. When comparing theory with practice, it turned out that even though sustainability is the
most important driver in the motives for choosing integrated reporting, the actual benefits are more
internal benefits, streamlining the reporting process. One specific benefits stands in strong relation
with sustainability, however: creating integrated thinking. In can be concluded that sustainability is
an important driver for integrated reporting, but that the potential effect integrated reporting has on
sustainability has yet to be proven. This is recommendation for further research: researching if
companies with integrated reports score better on sustainability-achievements than companies
without integrated reports.
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Preface
Before you lies my master thesis ‘’Integrated Reporting: Driver for change or window dressing?’’. This
master thesis tries to find how important sustainability is as a driver for choosing for integrated
reporting and the results of it. To find these results, interviews were conducted with ten
internationally operating companies. With the completion of this thesis, I will graduate from my
specialization Corporate Sustainability at Radboud University. I was engaged in researching and
writing this thesis from January to August 2020.
During the research project, I undertook an internship at Trinseo, a global chemical materials
solutions provider and a manufacturer of plastics, latex binders, and synthetic rubber. Although the
internship was given a strange twist, due to Covid-19, it was a very interesting, insightful and joyful
experience. With the results of my experiences and thesis, I was able to give an advise to Trinseo.
I would like to thank two people specifically: Rikke Arnouts, the supervisor of my thesis, and Walter
van het Hof, my supervisor at Trinseo. They both were a great inspiration to work with, and the
results from this research and the experiences I took from it would not have been the same.
Furthermore, I would like to thank my co-workers at Trinseo and the employees from the companies
I conducted interviews with (more specifically mentioned in my thesis).
With my thesis, I hope to have contributed to creating a more sustainable world. Enjoy the read!
Rens Hamelink
Hulst, August 31th, 2020
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1

Introduction

1.1

Introduction

Corporate reporting is part of a corporation’s everyday business. The aim of corporate reporting is
disclosing information on financial issues of the corporation to stakeholders. Disclosing this
information brings more transparency and accountability for a company, creating credible and
complete information to stakeholders (Serafeim, 2016). For decades, these stakeholders where
primarily seen as investors and financial analysts. A financial report was a company’s primary
communication with these stakeholders and was seen as the basis on which the market allocates
capital (Eccles & Krzus, 2010).
However, this view on corporate reporting is too narrow in today’s world, as the number of
stakeholders for a company is ever growing. These stakeholders include investors, financial analysts,
customers and suppliers, regulators, standards-setters, current and potential employees and NGO’s
(Eccles & Krzus, 2010). Providing credible and complete information to all of these stakeholders has
proven to create better access to financing, lower cost of capital, better business relations with
customers and suppliers, and greater trust from employees (Eccles & Serafeim, 2014).
Along with the growing number of stakeholders, the content of annual reports has been
transforming as well. Over time, there became more need from stakeholders for additional
information in annual reports. Rather than just presenting financial statements, annual reports
started presenting content like management commentary, governance disclosures, and footnotes to
the financial statements. With this information, stakeholders could better understand the valuecreation process of a company (Serafeim, 2016).
In addition to the annual (financial) report, companies saw an increasing demand for non-financial
disclosure from stakeholders in the last few decades. In line with the development of the Brundtland
report (1987), the Rio Convention (1992), the Millennium Development Goals (2000), the Sustainable
Development Goals (2015) and many others, there has been an increased global interest, awareness
and need for sustainability. Stakeholders have realised the private sector plays a crucial role in
shaping a sustainable society, and therefore have an increasing amount of interest in the nonfinancial matters of a company. In order to fulfil this need, companies started producing annual nonfinancial reports, which in the early stages varied widely in terms of structure and content (due to a
lack of frameworks, standards, guidelines, etc.).
According to Serafeim (2016), ‘’early adopters of sustainability reporting predominantly released a
single-issue report, usually disclosing environmental or workplace safety information’’ (Serafeim,
2016, p. 6). These reports evolved into multiple-issue reports, which presented a company’s
economic, social and environmental activities, commonly referred to as Corporate Social
Responsibility (CSR) or sustainability reporting (Serafeim, 2016). These CSR-reports are now often
structured by the GRI (Global Reporting Initiative) Framework, commonly known as the GRI
Standards (GRI, 2016). This all eventually resulted in companies producing two separate annual
reports: one financial report and one CSR-report.
Despite these efforts, recent years have shown an even more increasing interest in the value creation
process of companies. Value creation does not only consist of financial data, as financial data does
not offer an encompassing account of the interplay between strategy, risk management, and
financial performance (Ernst & Young, 2014). An increasing number of stakeholders is convinced that
sustainability, represented by non-financial aspects, is an important factor in business performance
and long-term value creation (Ioannou & Serafeim, 2014).
6

In addition to this, comes the fact that stakeholders often need to consult various sources to gather
their information, in order to asses a firms’ performance. This resulted in a segregated reporting
landscape, and have made it fragmented and confusing (Flower, 2015). This all has increased the
demand for an integrated report, a single document that presents and explains both financial and
nonfinancial information in a holistic manner (Eccles & Krzus, 2010), developed in response to
stakeholder groups’ and investors’ need for enhanced reporting that connects strategy, risks, key
performance indicators (KPIs), and financial performance.

Figure 1: Evolution of Corporate Reporting (EY, 2014, p. 5; IIRC, 2011).
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1.2

Research problem statement

Building further on the introduction, a growing number of companies is making the transition to an
integrated report. However, this certainly is a complex transition, as integrated thinking (and
reporting) is not always part of a company’s culture and business structure. Integrated reporting is
‘’much more than merely producing a report. It is the integration of environmental, social, and
governance issues in the organizational processes of a company and, as such, costs are associated
with adopting the practice’’ (Serafeim, 2016, p. 9). For a company to make the transition to an
integrated report, it has to define what matters are ‘’material’’ to them and how the company
creates long term value for itself, its stakeholders and society.
According to theory (as chapter 2 will show), integrated reporting should increase a company’s
sustainability: ‘’The cycle of integrated thinking and reporting, resulting in efficient and productive
capital allocation, will act as a force for financial stability and sustainability’’ (IIRC, 2013, p. 2). The
process of creating an integrated report helps connecting financial and non-financial factors from a
company. More focus on the long-term, increased awareness for risks (for example climate change)
and merging the ESG-report into the annual report should increase the overall sustainability of a
company. Or at least according to theory. But how do companies, that have made the switch to
integrated reporting, experience this?
In an earlier research from Ernst & Young and GreenBiz Group (2013), where they searched for the
most mentioned reasons to voluntary switch to integrated reporting (shown in table 1, p …), the top
mentioned reason was to ‘’Increase sustainability awareness with investors and customers’’. Apart
from this reason, all the other ones that were mentioned were more focussed on internal benefits.
They are mostly related to getting more streamlined business operations and not specifically on
sustainability.
Integrated reporting obviously has some benefits and opportunities, as well as some challenges and
threats. These will be elaborately discussed in this thesis. This all raises some questions: To what
extent do all these factors contribute to sustainability? Do they really improve a company’s
(awareness for) sustainability? Or do they merely serve the perception of a company’s sustainability?
Are the benefits more of an internal nature? And was it worth it in the end? In other words (hence
the title of this thesis): is integrated reporting a real driver for sustainable change, or does it merely
function as a ‘’window dresser’’?
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1.3

Research aim and research questions

Research aim:
As mentioned, there is already written quite some theory on integrated reporting and the theme has
been getting more popular in recent years. Lots of benefits are mentioned in this literature, however,
it can be hard for companies that have no knowledge about integrated reporting to see what the
impact on sustainability of an integrated report really is. Of course, sustainability is not the only
interesting thing for companies when it comes to integrated reporting: how have companies
experienced the implementation? Does it have added (financial) value? And do the benefits of the
integrated report outweigh the costs? These are all important questions for companies that are new
to integrated reporting. However, how does this all relate to becoming more sustainable as a
company? Therefore, the aim of this research is to find out to what extent sustainability played a
role in the implementation and the results of integrated reporting.
The research problem statement and the research aim lead to the following main research question:
‘’To what extent is sustainability a driver in the choice for and the results of switching to integrated
reporting?
This main research question will be answered with the help of the following sub-questions:
1. To what extent does sustainability play a role in the motives for integrated reporting?
2. What benefits or challenges can companies that are wanting to create an integrated report
expect?
3. How do the benefits and the overcoming of the challenges contribute to sustainability?
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1.4

Societal and scientific relevance

This paragraph describes the societal and scientific relevance of this research.

1.4.1 Societal relevance
Our world is in desperate need for sustainable development. Countries all over the world are
radically transforming (or making plans to do so) their way of living in order to create a better and
more sustainable future. In order to do so, all UN Member States agreed upon the Sustainable
Development Goals (SDGs) in 2015, which are an urgent call for action by all countries - developed
and developing - in a global partnership. They recognize that ending poverty and other deprivations
must go hand-in-hand with strategies that improve health and education, reduce inequality, and spur
economic growth – all while tackling climate change and working to preserve our oceans and forests
(UN, 2015). A great example of efforts to realize these goals (or at least some of them) is the
European Union’s Green Deal, which tries to reduce the EU’s impact on climate change by making it
the world’s first climate neutral continent (European Commission, 2019).
The private sector plays a crucial role in realizing the SDGs or the Green Deal and shaping a
sustainable society. As described in the introduction, corporate reporting is a big part of an
organization’s everyday business. Sustainable development is becoming more and more material for
an organization’s financial performance. According to Serafeim (2016), the fastest-growing cause for
shareholders is sustainability. In this article, he states that ‘’ the largest number of shareholder
resolutions filed by investors — the method through which activists work — now concern social and
environmental issues’’ and that ‘’political spending, climate change, diversity, and human rights are
now some of the most frequent resolutions that investors file’’ (Serafeim, 2016, p. 1).
The Task Force on Climate-related Financial Disclosures (TCFD), adds to this that ‘’creditors and
investors are increasingly demanding access to risk information that is consistent, comparable,
reliable, and clear […] especially since the financial crisis of 2007-2008’’ (TCFD, 2017, p. 1). On the
one hand, the private sector is being pushed by regulators (for example through the Green Deal, the
Paris Agreement and the SDGs) to become more sustainable. On the other hand, the private sector is
getting pushed by society (and investors within that society) to change their current unsustainable
practises. This is where an integrated report comes in place. It enhances the transparency of an
organization, communicates how an organization puts in efforts to become more sustainable and
presents how it creates value now and towards the future. As this research will show, integrated
reporting is not just about creating a report, but is rather about an integrated way of thinking. Here,
the question arises if integrated thinking leads to more sustainable practices. If so, integrated
reporting can have great impacts for society as a whole.
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1.4.2 Scientific relevance
As figure 1 shows, integrated reporting is a relatively new concept. In chapter 2, it will become clear
that lots of scholars and organizations have written theory on integrated reporting. The International
Integrated Reporting Council (IIRC) even developed a Framework for organizations that want to
switch to an integrated report. However, there is not much literature written about practical
experiences from companies who implemented integrated reporting. To what extent does
sustainability play a role in the implementation and results of integrated reporting? And how have
they valued creating an integrated report, from a sustainability-perspective? This research
contributes to answering these questions by collecting experiences of organizations that have went
through the process of implementing integrated reporting. Current literature lacks information about
these topics. Therefore, this research could have a real contribution to how integrated reporting has
an impact on sustainability. Next to this, practical experiences will be gathered, thus showing the
challenges and opportunities of integrated reporting and linking these to sustainability. In the end,
this research could help companies evaluate whether or not they should start with integrated
reporting. It contributes to science by collecting new, original data and experiences and helps
identifying to what extent it makes a company more sustainable.
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2 Theory
2.1

Critical literature review

2.1.1 Defining integrated reporting
As described in paragraph 1.4, scholars have written a lot of academic literature about integrated
reporting. However, questions about the practical applicability of the concept still arise. To
understand the implementation of integrated reporting, it first needs to be clear what integrated
reporting really means, starting here with the definition of the concept. In this subparagraph, some
definitions of scholars and organisations will be analysed and critically reflected on, eventually
resulting in the used definition of integrated reporting in this research.
The International Integrated Reporting Committee have designed their own Integrated Reporting
Framework. In their Framework, they give the following definition to integrated reporting:
‘’An integrated report is a concise communication about how an organization’s strategy,
governance, performance and prospects, in the context of its external environment, lead to
the creation of value over the short, medium and long term.’’ (IIRC, 2013, p. 7).
Furthermore, integrated reporting ‘’brings together the material information about an
organization’s strategy, governance, performance and prospects in a way that reflects the
commercial, social and environmental context within which it operates. It provides a clear and
concise representation of how an organization demonstrates stewardship and how it creates
and sustains value.’’ (IIRC, 2011, p. 3).
Another institution that created their own integrated reporting framework is the Institute of
Directors Southern Africa. In their King Report on Governance for South Africa (2009), they define
integrated reporting as:
‘’A holistic and integrated representation of the company’s performance in terms of both its
finances and its sustainability. This can take the form of a single report or dual reports.’’
(IDSA, 2009, p. 108).
In addition to this definition, they mention that and integrated report ‘’should describe how
the company has made its money; hence the need to contextualise financial results by
reporting on the positive and negative impact the company’s operations had on its
stakeholders. It is important for sustainability reporting and disclosure to highlight the
company’s plans to improve the positives and eradicate or mitigate the negatives in the
financial year ahead. This will enable stakeholders to make an informed assessment of the
economic value and sustainability of the company.’’ (IDSA, 2009, p. 109).
As mentioned in the introduction, Eccles & Serafeim (2010) describe an integrated report as:
‘’A single document that presents and explains both financial and nonfinancial information in
a holistic manner … and in such a way that it shows their impact on each other.’’ (Eccles &
Serafeim, 2010, p. 11).
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In his own words, Owen (2013) adds to this definition that integrated reporting is ‘’showing
the relationship between financial and non-financial performance and how these inter-related
dimensions are creating or destroying value for shareholders and other stakeholders.’’ (Owen,
2013, p. 341); (Eccles & Serafeim, 2010).
According to KPMG, an accountancy and consultancy organisation, integrated reporting is ultimately
about:
‘’A business making its case for capital in a more effective way – bridging the gap between
management’s value creation story and investors’ assessment of business value and
stewardship.’’ (KPMG, 2013, p. 3).
Busco et al. (2013), define integrated reporting as:
‘’An integrated report offers a concise, stand-alone communication about how an
organization’s strategy, governance, performance, and prospects lead to the creation of
value over the short, medium, and long term.’’ (Busco et al., 2013, p. 34).
In addition to this definition, they put a strong emphasis on how values influence value
creation: ‘’A number of entrepreneurs, corporate leaders, and organizations is moving toward
the hybrid ideal where the values embraced (economic, social, and environmental) influence
and are influenced by the way in which value creation and distribution are accounted for and
communicated within a company’s annual report.’’ (Busco et. Al., 2013, p. 34).
In Japan, the METI (Ministry of Economy, Trade & Industry), created a ‘’Guidance for collaborative
value creation’’. In this document, they emphasize the importance of evaluating how value is
created:
‘’In order for companies to enhance their earning power and deliver sustainable corporate
value creation, it is important to ensure that appropriate governance exercised and to
encourage constructive dialogue between companies and their investors’’ (METI, 2017, p. 3).
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2.1.2 Why integrated reporting?
A very practical way to explain why an organization should create an integrated report, is that it
helps meeting information requirements. First, there are of course the regulatory disclosures,
imposed by governments and accounting standards. Next to this come the social and environmental
disclosures within annual reports, which are ‘’largely motivated by organizational or managerial
desires to meet the perceived information requirements of the stakeholders who held the most
economic power in relation to a reporting organization’’ (Hertgens, 2016, p. 15; Neu et al. 1998;
Deegan, 2002; De Vielliers et al., 2014).
Shareholders, customers, society and other stakeholders are demanding more disclosure of a
company regarding to the strategy on financial, social and environmental matters. An integrated
report provides this information, as it puts a lot of emphasis on an organization’s strategy, gives
transparent disclosure on the organization’s (financial) performance, discloses information on social
and environmental issues or opportunities and informs readers about future risks regarding all these
matters. Creating an integrated report can ultimately lead to ‘’the creation of an internal discipline
which is necessary for embedding sustainability into the company’s strategy and operations, since it
requires from certain employees to have a ‘new’ specific focus on integrated thinking and the
integrated report itself’’ (Hertgens, 2016, p. 15; Frias-Aceituno et al., 2014).
Starting to think in an integrated way is a crucial advantage of creating an integrated report. It should
lead to more integrated decision making and execution towards the creation of value (Hertgens,
2016). Through integrated thinking, ‘’organizations are stimulated to focus on the connectivity and
interdependencies among a range of factors that have a material effect on their ability to create
value over time’’ (Busco et al., 2013, p.35-36). As described in the introduction, there is often little
linkage between the information which is published in separate reports (Eccles and Krzus, 2010),
therefore, integrated reporting should increase the connectivity. This should increase the connection
between financial results and progress in sustainability. Figure 2 describes how integrated thinking,
eventually, leads to an integrated report. Creating an integrated report isn’t just simply merging a
few reports together. Rather, it should inspire organizations to critically reflect how and for who their
organization is creating value. Organizations have to review every step of their decision-making
process, resource allocation, operations, management and eventually their way of corporate
reporting, which all should lead to more sustainable practices.

Figure 2: Representation of the steps from integrated thinking to integrating reporting (Adapted
from: UK GBC, 2015, p. 3).
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2.1.3 Choosing the International <IR> Framework as a standard
When viewing the above-mentioned definitions, it becomes clear that there are a lot of scholars /
academic sources that discuss the principle of integrated reporting. The mentioned definitions are
just a grasp of what is written about integrated reporting. When reviewing these definitions, the one
of the IIRC stands out, as it comprises nearly all elements in the other mentioned definitions. The IIRC
is also one of the few organizations that has created a complete framework for integrated reporting.
In addition to this, comes the fact that the IIRC is working together with the GRI. In 2017, KPMG
conducted a survey on the quantitative trends in corporate responsibility reporting. They surveyed
4900 companies (the 100 largest companies of 49 countries) and the top 250 largest companies
(both based on revenue). As it turned out, around two thirds of reports analysed in the survey apply
the GRI Standards. Also, 78 percent of these companies integrate financial and non-financial data in
their annual reports, which suggests that they believe Corporate Responsibility information is
relevant for investors (KPMG, 2017).
The GRI Standards are clearly the leading standards for corporate responsibility reporting (including
sustainability). According to their website, ‘’Organizations can struggle to navigate the sometimesconfusing landscape of disclosure whereby numerous frameworks and standards exist. GRI and the
IIRC have announced a collaboration that will help clarify how companies can use both the GRI
Standards and the International <IR> Framework in their integrated reporting’’ (GRI, 2017). This
research will use the International <IR> Framework as the leading standard for explaining what
integrated reporting is and what it would take for a company to implement integrated reporting into
their business. However, as most theory on integrated reporting is principle based, the Framework
will also be evaluated, discussed or criticized when necessary.

2.1.4 The International <IR> Framework explained
As mentioned in 2.1.2, the IIRC Framework will be used as the main framework for integrated
reporting. The companies that will be interviewed and analysed in this thesis all have used the
framework to some degree. This thesis will not specifically discuss the framework itself, but for the
sake of informing the reader about integrated reporting, the use of the framework and how it works
will be described in this subparagraph.
The fundamental concepts of an integrated report are represented by three main aspects: (1) value
creation; (2) the capitals that an organization uses and affects; (3) the organization’s business model
(Busco et al., 2013). These three aspects all have a place within the value creation process of an
organization. The three main aspects will be explained at first. Secondly, this subparagraph describes
how these three aspects fit within the whole value creation process.
Value creation
Organizations create value over time, not only for themselves, but for all kinds of stakeholders. An
integrated report explains how an organization creates this value. It is not created by or within an
organization alone but is (1) influenced by the external environment, (2) created through
relationships with stakeholders and (3) dependent of various resources (IIRC, 2013). An organization
creates value for itself (this enables financial return for providers of financial capital) and for others
(different stakeholders and society at large).
Providers of financial capital are of course interested in the value an organization creates for itself, as
they see this value returned to themselves (for example in the form of dividends). However, this is
not the only thing that interests them. As figure 3 shows, organizations also create value for others,
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which can affect the ability of the organization to create value for itself (IIRC, 2013). A few examples
here are the effects of the organization’s business activities and outputs on customer satisfaction,
the organization’s reputation or the conditions imposed on the organization’s social licence to
operate. This should all lead to more sustainable and durable value creation.

Figure 3: Value created for the organization and for others (Adapted from: IIRC, 2013, p. 10).
These examples, however, are still very theoretical, so a more practical example will be given here. A
question where providers of financial capital could be interested in, is how an organization changes
its strategy or business model when the European Green Deal is put into practice. Another practical
example could be how organizations deal with climate change related risks or issues (for example low
water levels in rivers due to droughts). When these interactions, activities and relationships are
material to the organization’s ability to create value for itself, they are included in the integrated
report (IIRC, 2013). Externalities (positive or negative) can ultimately increase or decrease value for
the organization and are therefore key information for financial providers.
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Multi-capital approach
Sustainable development requires a balance between economic progress, social advances and
environmental protection (EY, 2014, p. 12), which can be represented in different capitals: the
resources and relationships used and affected by an organization. They are stocks of value that are
increased, decreased or transformed through the activities and outputs of the organization. This
suggests a multiple capitals approach. In this multiple capital approach, the IIRC has defined six
capitals1, which are presented in figure 4. These capitals should not be seen as separate entities, but
rather as interconnected stocks of value an organization has access to. Access to these capitals may
be controlled by the organization (for example financial resources, equipment, management skills
and the intangibles associated with brands and reputation), or by society and local communities (for
example environmental services, a talented workforce or key transport infrastructure).

Figure 4: The six capitals (IIRC, 2013, p. 11-12).

1

These are the six capitals that are mentioned in the IR Framework. However, companies are allowed to
replace these capitals with their own, as the Framework is principle-based. They can choose to remove, add or
rename one or more of these capitals. The mentioned capitals are therefore meant to function as a guideline
(IIRC, 2013).
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Business model
An organization’s business model is its ‘’system of transforming inputs, through its business activities,
into outputs and outcomes that aims to fulfil the organization’s strategic purposes and create value
over the short, medium and long term’’ (IIRC, 2013, p. 25). Figure 5 shows where the business model
can be positioned in the value-creation process.

Figure 5: Value creation process, including the six capitals and the business model (IIRC, 2013, p. 8).
As figure 5 shows, the business model consists of four elements: inputs, business activities, outputs
and outcomes. Many of these outcomes can be related to various levels and parts of sustainability.

Figure 6: Business model disclosure map (Adapted from: IIRC, 2013, p. 10).
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Value creation process
As mentioned at the beginning of this subparagraph, value creation is (logically) of major influence
for an organization. Nowadays, not only the value an organization creates for itself is important, but
the value it creates for others becomes more and more important. Figure 5, which describes the
context of the value creation process, show how a company creates value over time (short, medium
and long term). In the value creation process, all factors are interrelated. The capitals an organization
has influence on (or is influenced by), have a direct impact in the input in the business model. The
business model is strongly influence by the described governance regarding the mission and vision of
the organization. The outcomes of the whole business model can be divided back into the six
capitals. These intended and unintended outcomes have both positive and negative effects
individually and collectively on the capitals, the organization, providers of financial capital, society
and the environment (EY, 2013). The organization can, with its practices, either create or destroy
value this way. An important part of the value creation (or destruction) process is the indirect value
the organization has an influence on. An organization’s ability to create value is closely linked to the
supply chains, communities and natural environment, which may share in value creation or
destruction (EY, 2013).

Figure 7: The value creation process (IIRC, 2013, p. 8).
Each organization creating an integrated report, should create and explain their value creation
process. Most commonly, this is one of the first parts of the report. The rest of the report is strongly
linked to this model. Integrated reports can include management reports, governance reports,
financial reports and CSR reports. However, instead of simply putting these reports in one document,
the integrated way of thinking and the value creation process should be embedded in the whole
report.
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2.2

Theoretical framework

This paragraph discusses the theoretical frameworks that will be used to answer the research
questions of this thesis. Paragraph 2.2.1 starts off with theories on the motives for choosing
integrated reporting and how these motives can be related to sustainability. Paragraph 2.2.2
describes the benefits and challenges of integrated reporting – according to theory – and paragraph
2.2.3 describes how and which of those benefits and challenges can contribute to sustainability. Each
paragraph in 2.2 helps to answer each sub-question in chapter 4 (results).

2.2.1 (Sustainable) Motives for integrated reporting
Companies don’t ‘’just’’ start with integrated reporting. As can be seen in the paragraphs above, the
implementation of integrated reporting is not an easy process that happens overnight. It is a unique
process for each company, as all companies have different cultures, standards and purposes.
Following the sub-questions of this research, the first question that arises is: why does a company
start with integrated reporting in the first place?
In their book, ‘’The Integrated Reporting Movement’’ (2015), Eccles and Krzus, dedicate one chapter
to the motives there are for choosing integrated reporting. The integrated reporting movement
consists of six actors, each with their own motives and interests for integrated reporting: (1)
companies, (2) the audience / users of integrated reports and integrated reporting, (3) supporting
organizations, (4) supporting initiatives, (5) regulators and (6) service providers.
According to the book, the reasons these six actors have for wanting integrated reporting can be
either:
- profit-driven,
- mission-driven,
- or a combination of both.
However, it might be too shallow to say that companies, for example, are only profit-driven or that
regulators are only mission-driven. The combination of both is therefore the most occurring one. This
thesis focusses on motives for integrated reporting from a company’s perspective. What are the
exact reasons a company wants to start with integrated reporting? Do they see a lot of benefits
themselves? Are they forced to do so by regulation and legislation? Or does the audience of the
report, (providers of financial capital, stakeholders like customers, employees, suppliers, NGO’s, etc.)
ask a company to do so? Therefore, from a company’s perspective, the six actors mentioned above
(regardless of their motives), will be divided into three ‘’pillars’’ of why a company wants to start
with integrated reporting:
1. Internal motivation
2. Market demand
3. Legislation and regulation
Pillar 1: Internal motivation
What are the reasons companies would want to start with integrated reporting? Or why not? One
motive is the intrinsic motivation of a company. This motivation can be driven by various factors.
According to Eccles & Krzus (2015), company motivation to implement integrated reporting generally
comes from the belief that the benefits, either tangible (e.g. increased financial performance) or
intangible (e.g. a better reputation), will exceed the costs that will have to be made. These costs can
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also be tangible (e.g. resources) or intangible (e.g. litigation risk). It is up to the company itself to
determine whether or not this is the case, which is a difficult decision to make.
The first reason for this intrinsic motivation that is mentioned is that it could lead to better corporate
performance through integrated thinking. This should eventually be reflected in a company’s stock
price. However, due to the short time integrated reporting has been practiced, this is difficult to
determine. Companies can therefore not base their argumentation on this premise’s. In addition to
this, even relatively experienced companies find it difficult to quantify the costs and benefits of
integrated reporting (Eccles & Krzus, 2015).
Despite this, research has shown the benefits that are mentioned by companies. A research from
Ernst & Young and GreenBiz Group (2013), showed the most indicated reasons for the voluntary
adoption of integrated reporting, by 282 companies, all with revenues of $1 billion or more:
Reasons

Percent making
this statement
Increase sustainability awareness with investors and customers
63
Improve transparency and data accuracy
56
Enhance brand and reputation
54
Create competitive advantage
37
Drive increased collaboration between different parts of the business
37
Improve communication with media and general public
36
Improve reporting efficiency
35
Improve analysis and valuation
32
Pre-empt questions from investors and other stakeholders
28
Drive cost savings/reductions
28
Enhance employee recruiting
25
Improve innovation
24
Table 1: Reasons for voluntary adoption of integrated reporting (EY & GreenBiz Group, 2013, p. 30).
What stands out is that almost all of these benefits are internal benefits. They should increase the
internal processes within an organization, breaking down silos and thus leading to more integrated
thinking. The most mentioned reason is to increase sustainability awareness with investors and
customers. This relates to the second reason for intrinsic motivation of a company: sustainability.
Lots of the reasons that are mentioned in table one support integrated thinking, which is a very
important factor for a company’s sustainability. Large companies (often multinationals) don’t have to
be profit-driven alone, they can (and need to) be mission-driven as well. A company could start with
integrated reporting because they want to present their visions, purpose and missions on
sustainability to the world. They want to tell the story of their company. The overall process of
implementing integrated reporting should increase sustainability, but here two questions arise: (1)
Does integrated reporting really increases the sustainability of a company, or does it merely increase
the sustainable perception of the company? And (2) How many of these reasons/benefits really
contribute to becoming more sustainable as a company?
Pillar 2: Market demand
Investors perspective
The second pillar of motives for integrated reporting is, for this research, summarized as market
demand. This pillar consists of several actors mentioned by Eccles & Krzus (2015). First example of
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market demand are investors. The investors’ perspective on integrated reporting is very important
for a company when making the decision to switch to integrated reporting. In 2015, George Serafeim
tested the hypothesis that ‘’companies that practice integrated reporting tend to attract long-term
shareholders, while possibly discouraging short-term shareholders and, as a result, create a more
long-term oriented investor base (Serafeim, 2015, p. 34). As mentioned, literature shows that
investors have become more interested in ESG performance of companies. However, Serafeim
(2015) claims that separate sustainability reporting is unlikely to be an effective mechanism for
communicating to investors the expected effects of a company’s ESG initiatives on its long-run
profitability and value.
This is where an integrated report could be of use. In his article, Serafeim (2015) shows that while the
availability of sustainability data has been increasing, there have been several criticisms of their value
to investors. Perhaps the most important has been the failure to place the data in the context of the
strategy and the business model of the company, thereby obscuring the relation between
sustainability and financial performance (Eccles & Krzus, 2010). This builds further on the previous
paragraphs of chapter 2, where it is explained how financial and nonfinancial information are linked
in an integrated report.
Serafeim’s (2015, p. 50) research showed a number of conclusions. His main findings included:
- Companies that produce integrated reports show a clear tendency to have more long-term,
“dedicated” holders and fewer transient investors.
- There is a causal relationship between the corporate practice of IR and an investor base with
longer-term shareholders.
- Both the presence of a sustainability crisis and investor activism on sustainability issues are
associated with increased corporate use of IR, and this increase in IR is in turn positively
related to the increased presence of longer-term shareholders in the company’s investor
base.
His research shows that integrated reporting definitely has an impact on a company’s investor base.
However, in his conclusion, Serafeim mentions that his research says nothing about the content
elements of an integrated report investors find most important. Furthermore, he mentions that
‘’integrated reporting is a costly activity and that we are still unable to establish whether the benefits
exceed the costs’’ (Serafeim, 2015, p. 50). This is where this research tries to build on to Serafeim’s
research, by researching whether or not companies find if the benefits outweigh the costs of creating
an integrated report. This research will also test if companies and investors identify themselves with
Serafeim’s findings.
Demand from other stakeholders
Companies don’t make the switch to integrated reporting just because they see a growing demand
for sustainability disclosure from their investors, but also from other stakeholders. To be a
sustainable business, other stakeholders are important too. Think for example about employees,
customers, suppliers, NGO’s, joint venture partners, etc. An integrated report is mostly read by
providers of financial capital, but these other stakeholders are also part of the audience.
This is because, the audience can get real benefits of the integrated report as well. In a 2012 survey
of 43 organizations in the IIRC Pilot Programme Business Network, the results were modest: 21% of
respondents believed integrated reporting benefits analysts and investors and 23% employees, but
only 8% of respondents mentioned private shareholders (Eccles & Krzus, 2015; The Black Sun, 2012).
However, despite these modest results then, respondents saw a lot of potential in future benefits, as
integrated reporting develops: 64% citing benefits to analysts, 49% to institutional investors, and
95% to employees.
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According to Eccles & Krzus (2015) - largely based on an economic calculus -, employees, customers
and suppliers can use an integrated report to make their own resource allocation decisions,
potentially in favour of the company. In addition, it may attract higher quality employees or even
equally skilled employees for a lower wage. It also can increase the overall level of engagement of
employees, customers and suppliers, especially when it includes high levels of stakeholder
engagement. Finally, the integrated report could influence potential acquirers and joint venture
partners by the information contained in an integrated report.
Many of these stakeholders can benefit from an integrated report. The last group that can find an
integrated report valuable are NGO’s, especially the one’s that are focussed on environmental and
social issues. Many companies feel the need for more material (nonfinancial) disclosure growing,
especially when these NGO’s are putting on more pressure. For them, a company shouldn’t just do
‘’well’’ for itself, but it should do ‘’good’’ for all its stakeholders and society. Summarizing all this, it
becomes clear that companies can be pressured by market demand, from all kinds of perspectives,
which is why this is an important pillar in the motives for choosing integrated reporting.
Pillar 3: Regulation and legislation
A company can have its own motivation (for different reasons) and can feel pressure (or see
opportunities) from the market, but they can also be ‘’forced’’ by regulation and legislation. This is
the third pillar of motives for implementing integrated reporting. What these regulations are, the
form in which they are issued (e.g. rules or a more principle-based approach), and which organization
is responsible for creating and enforcing this varies by country (Eccles & Krzus, 2015). For example, in
South-Africa, companies are mandated to provide an integrated report, integrating sustainability
disclosures into their annual reports. According to Roberts (2017), ‘’the emergence of integrated
reporting as the dominant form of corporate reporting in South Africa has produced a significant
number of internal and external benefits for the companies that have adopted it. One of the most
beneficial is the improvement in internal integration and management; companies now have a better
understanding of business value drivers, a more thorough risk analysis, improved strategic resource
plans, and reduced departmental and functional siloing’’. The most beneficial benefit is focussed a lot
on the streamlining of internal processes. However, at the start of its existence, it was mentioned
that “the board should appreciate that strategy, risk, performance, and sustainability are
inseparable” and recommended that companies prepare an integrated report to reflect this. This
suggests more focus on sustainability as a motive for integrated reporting.
In contrast, in the USA this is not mandated at all, but some frameworks that can be related (or some
kind of start) to integrated reporting are gaining traction (e.g. SASB). In their book, Eccles & Krzus
describe that it is not always easy (or perhaps even desirable) to enforce integrated reporting.
Nevertheless, integrated reporting is gaining more and more attention by regulators. Regulators that
are supportive of the practice, would most likely incorporate its broad principles into existing
reporting regulations (Eccles & Krzus, 2015). The chance that the SEC in the USA were to issue a new
regulation for an amended ‘’Integrated Form 10-K’’ is not very likely, but as integrated reporting
keeps evolving and pressure from within companies or their stakeholders keeps building, this could
change in the future. The same thing happened for example with the GRI-standards, which today are
the ‘’standard’’ of ESG-reporting. Following these trends, integrated reporting could follow a similar
path in the future. Despite the uncertainty of this all, it is clear that companies (depending on the
countries they are based), have to comply with regulation and legislation.
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Sustainable motives for integrated reporting
In the three pillars mentioned above, all kinds of reasons are mentioned for choosing for integrated
reporting. But how important is sustainability in these motives? First, two frequently used ways to
communicate sustainability to stakeholders will be explained. Additionally, it will be explained how
these theories can be linked with motives for integrated reporting.
Integrated reporting requires many changes within an organization and can be a difficult process.
The goal of creating integrated thinking, and thereby improving awareness and (ideally) action on
sustainability. The question remains to what extent all the benefits or challenges that are creating by
implementing integrated reporting contribute to becoming more sustainable as a company.
Sustainability, however, is a broad term that can be viewed from many perspectives. How do you
evaluate whether or not a benefit contributes to sustainability? In this thesis, the contribution to
sustainability of the benefits and challenges will be measured using two methods: Triple Bottom Line
and the UN’s Sustainable Development Goals.
Triple Bottom Line
In 1994, John Elkington introduced his Triple Bottom Line framework, dividing (while staying
interconnected) sustainability in three pillars: People, Planet and Profit. According to Elkington, ‘’the
triple bottom line is a sustainability framework that examines a company’s social, environment, and
economic impact. The original idea was [...] encouraging businesses to track and manage economic
(not just financial), social, and environmental value added—or destroyed.” (Elkington, 2018).
The three P’s stand for social, environmental and economic impact. They entail the following
(Kraaijenbrink, 2019):
-

People: the positive and negative impact an organization has on its most important
stakeholders. These include employees, families, customers, suppliers, communities, and any
other person influencing or being affected by the organization.

-

Planet: the positive and negative impact an organization has on its natural environment. This
includes reducing its carbon footprint, usage of natural resources, toxic materials and so on,
but also the active removal of waste, reforestation and restoration of natural harm done.

-

Profit: the positive and negative impact an organization has on the local, national and
international economy. This includes creating employment, generating innovation, paying
taxes, wealth creation and any other economic impact an organization has.
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Figure 8: People, Planet, Profit (Fisk, 2010, p. 19).
According to Fisk (2010), PPP is about moving the issues of sustainability from the fringes to the heart
of business. Business leaders and their companies are demanded to rethink fundamental strategic
questions like: why do they exist? Where should they focus? How are they different or can they make
a difference? In addition, they need to (re)think why people should choose their product, want to
work for them and why people should invest in their business.
Sustainable Development Goals
As mentioned, integrated reporting should be created through integrated thinking: an integrated
approach of sustainability topics through an entire organization. To communicate a company’s
ambitions towards sustainability, using the Sustainable Development Goals (figure 9) could be very
practical and helpful, as the IIRC-framework is well aligned with the SDG’s. Communicating about the
SDG’s is a very clear and practical way to show a companies’ ambitions on sustainability: where do
they contribute?
The SDG’s uses five P’s: (1) Planet, (2) People, (3) Prosperity, (4) Peace and (5) Partnerships. Beside
from peace, all four P’s can be used to evaluate how most companies are contributing to these P’s
and thereby the SDG’s. How do the benefits and challenges of integrated reporting contribute to
this? As the SDG’s are a UN’s initiative, it is very likely that the goals that are set, will transform the
regulation and legislation when it comes to sustainability. This is exactly where integrated reporting
could make a difference. But it is not just about communicating sustainability, it is about action: Does
integrated reporting really help companies that want (or have to) become more sustainable?
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Figure 9: The Sustainable Development Goals (UN, 2015).
In 2017, Adams published a guide on how to connect to SDG’s to integrated thinking and reporting.
According to Adams, ‘’The <IR> Framework (IIRC, 2013) provides an opportunity for organizations
seeking to respond to the Sustainable Development Goals (SDGs) to get board level attention
for integrating them into strategy and reporting’’ (Adams, 2017, p.7). Adams identifies five steps
(figure 10) for contributing to the SDG’s through the value creation process set out in the Framework.
Even though it is expected that most organizations will start at step 1, Adams emphasizes that this is
a continuous process and organizational responses to each step are expected to deepen with each
new cycle.

26

Figure 10: Aligning the SDGs to the value creation process (Adams, 2017, p. 7).
First, an organization needs to identify sustainable development issues in their external environment,
for example social challenges (e.g. human rights or gender equality) or environmental challenges
(e.g. climate change or resource shortages). The second step is to identify which of these issues are
material to the company: which issues can influence (or created by) the company’s value creation
process? Third step is to develop a strategy to tackle these issues, and step 4 and 5 eventually lead to
the integrated report. By first identifying what capitals a company has or has influence on,
companies can easier recognize the sustainable development issues that are material to them.
Adams (2017), visualises which SDG’s can be influenced by which capitals (figure 11):

Figure 11: Link to of the value creation process to the Sustainable Development Goals (Adams, 2017,
p. 3).
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How important is sustainability in the three pillars of motives for integrated reporting?
Integrated reporting aims to communicate the answers to these questions to all stakeholders. The six
capitals, mentioned in figure 4, can all be related to the three P’s and the SDG’s. Creating a
sustainable business and communicating this to the world can be a motive for integrated reporting.
In pillar 1, and more specifically in table 1, the reasons why companies voluntarily adopt integrated
reporting are mentioned. Only one of these reasons specifically mentions sustainability. The rest of
these reasons are more focussed on improving internal processes of the business.
However, although not mentioned directly, some of these reasons can be indirectly linked to
sustainability. ‘’Improving transparency’’, for example, can mean that companies want to provide
more disclosure on their goals and achievements on sustainability. With ‘’Enhance brand and
reputation’’, companies probably mean that they want to be seen as a more sustainable business.
The reasons mentioned in table one can therefore be indirectly linked with sustainability. In this
research, these reasons will be verified by companies. How will they respond when being asked
about their own motivation for integrated reporting? Will they mention the improvement of internal
processes, or will they relate these reasons to sustainability?
In pillar 2, market demand, Eccles & Krzus (2015) mentioned that stakeholders mostly see economic
reasons for demanding integrated reporting from a company. However, theory from Serafeim (2015)
on investors and sustainability suggests that investors are increasingly demanding companies to be
more sustainable. This way, they can attract more long-term investments. These two theories
contradict each other in a certain way, putting economic motives against motives for sustainability.
In this research, companies will be asked to explain how market demand affected their choice for
integrated reporting and what the motives of the market were.
In pillar 3, regulation and legislation, the motives behind creating regulation and legislation for
integrated reporting are not specifically mentioned. Are they based on sustainable motives, like
trying to positively impact the SDG’s? As mentioned above, in integrated reporting is mandated in
South-Africa, as sustainability must be interconnected with a company’s strategy and business
model. However, according to Roberts (2017), the most beneficial thing here are the improvement of
internal processes. Again, this contradicts with each other. In this research, companies will be asked
about how important regulation and legislation was in their choice for integrated reporting and how
important sustainability was in these regulations.
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2.2.2 Benefits and challenges of integrated reporting
In 2017, The Association of Chartered Certified Accountants (ACCA) published a report on the
opportunities and challenges of integrated reporting. In their research, ACCA worked with the IIRC to
review 41 corporate reports by participants in the <IR> Business Network. This report explores the
benefits of integrated reporting, how organisations are addressing the challenging areas identified,
and additionally shares examples of good practice. The report identifies six main benefits of adapting
integrated reporting, which will be briefly explained:
-

More integrated thinking and management
Greater clarity on business issues and performance
Improved corporate reputation and stakeholder relationships
More efficient reporting
Employee engagement
Improved gross margins

In an earlier report from Black Sun and the IIRC (2014), benefits of integrated reporting were
mentioned as well. After the research, the following benefits were mentioned:
-

Breakthroughs in understanding value creation
Improving what is measured
Improving management information and decision making
A new approach to stakeholder relations
Connecting departments and broadening perspectives

When comparing the benefits mentioned in these two reports, many of them are similar. The five
benefits from the Black Sun and IIRC research (2014), fit well to the ones from the ACCA-research
(2017). For the purpose of the clarity of this research, the nomenclature chosen by the ACCAresearch will be chosen. These six benefits will be explained below, including additional
argumentation from the Black Sun and IIRC research.
More integrated thinking and management
According to the report, integrated reporting is fundamentally an approach to managing a business
in a way that is based on a clear awareness of the many ways that an organization creates and
destroys value. Participants of their research recognise that the integrated reports that businesses
produce are the manifestation of their internal integrated thinking and management, as was already
shown in figure 2.
Through integrated reporting, by for example looking at a business in terms of the six capitals,
sustainability can become a core part of strategic thinking for a company. Sustainability thinking can,
for example, be implemented into the risk-management processes, creating more awareness for
these topics. This allows investors to better recognise and evaluate more long-term investments.
Despite the importance of sustainability, the report mentions that the IIRC-framework is ‘’not a
framework focusing on sustainability reporting, but was developed to support value creation in a
wider sense’’ (ACCA, 2017, p. 8).
In the Black Sun-research, the benefit of ‘’connecting departments and broadening perspectives’’
mentions some examples of creating more integrated thinking within a company. Integrated thinking
is meant to break down silo’s, improving and better understanding the connectivity between
departments. The organisations that participated in the research were ‘’seeing not just better
collaboration between departments, they are reporting restructuring, with departments being
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combined and reporting lines changing’’ (Black Sun & IIRC, 2014, p. 21). Additionally, many new
integrated reporters saw a dramatic increase in internal understanding of strategy and value
creation. They found that increasing multi-disciplinary collaboration led to better and more holistic
decision making.
Greater clarity on business issues and performance
Management teams are finding that integrated reporting provides greater insights into factors
driving business performance. In the report, Mikkel Larsen (DBS) says: ‘’The Framework allows us to
delve into the underlying factors that are driving our balanced scorecard approach’’. For example,
employee engagement is on the scorecard, but the material factors underpinning this include
employee retention and management. ‘’Having identified that, we can think more concretely about
the risks and opportunities, the KPIs and our initiatives to grow this resource. So our material matters
have not changed that much, but our clarity on the material matters that underlie our balanced
scorecard has changed, enabling us to articulate this better and measure more concretely’’ (ACCA,
2017, p. 9).
This suggests that companies are becoming better at finding ways to identify and measure intangible
assets, thus creating more clarity on these subjects. Companies get a better overview of their issues,
placing them in one report instead of multiple, divided reports. This could not only improve the
overview and clarity for businesses itself, but also for the readers of the report. Readers, which could
be all kind of stakeholders, should be able to better understand a company’s issues and
performance.
Improved corporate reputation and stakeholder relationships
Implementing integrated reporting can also enhance a company’s reputation and its relationships
with stakeholders. In the ACCA-report (2017), Pranee Poopair (vice president of sustainability
management at PTTGC) mentions that the IIRC-framework is the best framework for bringing
together financial and sustainability reporting. This should help investors to understand the business
and its outcomes, as it is a single source of data that the stakeholder or investor can access. In this
source of data, they can see the mission, vision and strategy of the business, along with the
performance, growth and future outlook. This way, investors (or other stakeholders) do not need to
read multiple (and often long) reports, but have all the information they need in a single document.
Additionally, providers of financial capital could have greater confidence in the long-term durability
of a company’s business model. This corresponds with Serafeim (2015), mentioning that companies
with an integrated report seem to gain more trust by long-term providers of financial capital. In the
ACCA-report (2017, p. 10), Susanne Stormer (Novo Nordisk) says that ‘’investors (…) express their
appreciation of the annual report and emphasise that they like the fact [that] the integrated report
presents a holistic view of the company, and they like the consistency’’.
In the Black Sun and IIRC-research (2014), respondents turned out to have better stakeholder
relationships than before they started with integrated reporting. An example is the positive
improvement in relations with providers of financial capital, which was reported by a majority of
respondents (although it has to be mentioned that the effect is not yet as strong as with some other
stakeholder groups). Additionally, the research found that ‘’an increased understanding of value
creation helped organizations think about and engage differently with stakeholders’’ (Black Sun &
IIRC, 2014, p. 18).
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More efficient reporting
Integrated reporting can make corporate reporting more efficient for both users and preparers of
reports. Creating more connectivity within companies is changing the way they operate. One
example where this can be seen, is in facing the regulatory reporting challenge. As mentioned before,
integrated reporting does not always comply with all required regulatory standards. In the ACCAreport (2017, p. 10), Massimo Romano (Generali) elaborates on this specific issue: ‘’Together with
our IT vendor and our Italian insurance association we have co-created a dashboard solution to
navigate the regulatory reporting ocean’’.
Creating dashboards like this can provide a more ‘dynamic’ reporting experience, improving the
efficiency of regulatory reporting. Again, this should lead to the fact that external stakeholders will
be able to find the information they need more easily, without the need to contact the companies
with separate requests (ACCA, 2017). This could be even more enhanced by providing a digital
report, where users of the report can use links to navigate through the report and/or additional
reports with supplementary information.
More efficient reporting is also mentioned in the Black Sun & IIRC research, under the name of
‘’improving what is measured’’. According to the companies that participated in the research,
integrated reporting improves the focus on materiality and relevance. In combination with
stakeholder engagement, companies are better able to find out what is material to themselves and
their stakeholder. The data that is collected is also connected more clearly, supporting integrated
thinking. Finally, the report suggests that a lot of companies saw increasing investments for
retrieving data. While this could form a challenge or barrier for some companies, they also found
that their data became more accurate and reliable.
Employee engagement
Although only shortly mentioned in the ACCA-report, integrated reporting can improve and increase
employee engagement. This is briefly explained by Laura Palmeiro (Danone) in the report, as she
believes that engagement with Danone’s first online interactive integrated report has given
employees greater pride in the business: ‘’They learn a lot from examples of what we have done in
other parts of the world, and they can become ambassadors of the company’’ (ACCA, 2017, p. 10).
Again, this is where a digital report can be very beneficial for all stakeholders. Readers of the report
could also be potential future employees, so providing them with such a report could help them in
choosing for a specific company.
Improved gross margins
According to the report (ACCA, 2017), improved insights should support better business
performance. Susanne Stormer (Novo Nordisk), explains how Novo Nordisk sees financial advantages
of integrated reporting: ‘’We have been able to present how our efforts to become less dependent
on – or ultimately independent of – fossil fuels have impacted our cost of goods sold. (…) There is a
clear correlation, which you can read from the tables we produce. Any intelligent analyst can do that,
and anecdotally I know analysts do that. They can see that reducing carbon emissions, reducing
energy consumption, is playing out in one of our key financial parameters‘’ (ACCA, 2017, p. 10).
Despite insights like these, integrated reporters should aware that any financial benefits of
integrated management may take many years to come through. Michel Bande (Solvay), explains this
by stating that ‘’when there’s a change in an extra-financial indicator, the impact on the financial
indicator is not immediate,’’ (ACCA, 2017, p. 10). According to him, this could be an area of future
research.
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Despite the positive experiences of that are implementing or have implemented integrated
reporting, companies are being faced with challenges (ACCA, 2017). The report mentions the
following challenges, which will be briefly explained below:
-

Creating integrated thinking takes time
Value creation
Connectivity
Materiality
Conciseness
Reliability and completeness
Consistency and comparability

Creating integrated thinking takes time
A company does not simply start with integrated reporting, as it requires significant changes.
Therefore, some organisations take time to implement integrated thinking internally, before
preparing their first integrated report. According to the ACCA (2017, p. 11), ‘’getting commitment
from the board and other stakeholders within the business, and establishing effective
communication channels between teams, can take significant time and effort for some
organisations’’. Additionally, it can take a lot of time (sometimes years) to transform the old reports
into a new document.
Value creation
While the benefits of a better understanding of value creation seem clear, companies find
themselves struggling with how to get there. Measuring and defining all the elements of the value
creation process is not an easy task: measuring and quantifying inputs, outputs and outcomes in a
meaningful way can be challenging. Few companies can devote the necessary resources to
innovative measurement tools and even for those who can, it remains a challenge. Better
understanding where your company creates or destroys value is very important, because only when
you understand this, you can communicate this in a clear way to stakeholders. A company needs to
understand how to connect financial and non-financial data and how to communicate this in their
report. Therefore, the value creation process is often at the start of an integrated report, giving a
simplified, but holistic overview of the company.
Connectivity
Connecting financial and non-financial data remains a challenge for lots of companies. This can be
illustrated with an example from the research, Novo Nordisk. They explain that financial reporting
standards require a company to disclose costs of employees, for example. ‘’At the same time, the
quality of your employees and their engagement and motivation is one of the strongest leading
indicators for success of any company’’ (ACCA, 2017, p. 20). The challenge here is how to connect the
costs of employees with the quality and engagement/motivation of these employees. A company can
for example have a very low cost of employees, but this could mean that the quality of the
employees could be lower. Measuring and quantifying ‘’quality of employees’’ is the first challenge,
the second one is connecting this with the costs of these employees.
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Materiality
The ACCA-report (2017, p. 22) identifies two main challenges when it comes to materiality in
integrated reporting:
- ‘’Reconciling the needs of different stakeholders when determining materiality – in
particular, one issue may be more material to one stakeholder than another.
- Applying the definitions of materiality in the Framework and other standards/ frameworks, in
order to meet reporting requirements efficiently and effectively – and without confusing
readers’’.
Conciseness
Conciseness is a challenge when reporters want to include new information, either to meet
regulatory requirements or because additional content could be helpful to readers (ACCA, 2017). The
goal of integrated reporting is not to create, what some call, a combined report with multiple reports
in it. Finding the material and relevant information is key here, because for a report to be concise
and readable, so it should focus on materiality a lot. Some reporters are concerned that focusing
rigidly on conciseness risks losing information valuable to some stakeholders. It is not always easy to
choose to not disclose something, so that is a challenges companies struggle with.
Reliability and completeness
In the report, ACCA describes that ‘’financial information must be reported in accordance with
generally accepted accounting standards, and for larger entities is generally audited in accordance
with international auditing standards. Companies are aware that the non-financial information they
include in an integrated report should be subject to similar levels of rigour if investors are to see it as
useful’’ (ACCA, 2017, p. 29). However, the non-financial reporting standards or frameworks are not
as matured as the financial ones, which makes it harder to ensure reliability and completeness.
Consistency and comparability
This challenge is best explained in the report with an example. ‘’Laura Palmeiro at Danone
appreciates that investors like to see comparative information going back over perhaps 10 years.
Providing meaningful information over such a long period can be challenging. For example, disclosing
absolute figures, such as tonnes of CO2 emissions, takes no account of how the business has changed
(grown or contacted). Intensity measures, such as kilos of CO2 per kilo of product sold, were
sometimes more meaningful’’ (ACCA, 2017, p. 33). Integrated reporting is still a relatively new
practice, which makes it hard to compare reports and check its consistency. However, this is a
challenge that will likely become less important as integrated reporting keeps on maturing itself.
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2.2.3 Contribution to sustainability of the benefits and challenges
In 2.2.2, the main benefits and challenges (mentioned in two researches) of integrated reporting are
mentioned. Here rises the question: to what extent can these benefits and the overcoming of these
challenges contribute to sustainability? This answer will be questioned by using the six capitals of the
IIRC-framework and how they relate to sustainability. In chapter 4, it will be verified if the
interviewed companies also experience it this way.
More integrated thinking and management
Creating integrated thinking within an organization should stand at the start of creating an integrated
report. In figure 2, the process of going from integrated thinking to integrated reporting is described.
Integrated thinking aims to break down silo’s between departments, connecting financial and nonfinancial information. This way, sustainability can become a core part of a company’s mission, vision
and strategy. In terms of the six capitals from the IIRC-framework, integrated thinking is an area that
touches all six capitals.
An example is the influence integrated thinking has on human capital. Human capital is defined as:
‘’People’s competences, capabilities and experiences, and their motivation to innovate’’ (IIRC, 2013,
p. 11-12). Employees working with integrated thinking are better able to understand the value
creation of their company, understanding why sustainability is important for a company’s long-term
success. For example, financial employees (like accountants), should be better able to understand
why some non-financial information is important. Through integrated thinking, the work of
accountants and CSR-employees comes closer together. Better understanding sustainability and
therefore increasing people’s competences can contribute to a lot of SDG’s and should have a
positive effect on the three P’s (or at least the understanding of it).
Greater clarity on business issues and performance
Through integrated reporting, companies are becoming better at finding ways to identify and
measure intangible assets, thus creating more clarity on these subjects. This way, companies can
better identify and measure material issues or achievements. Not only does this provide more clarity
for themselves, but also for other stakeholders who read the integrated report. Stakeholders get
clear explanation of how the company creates value for itself and for them.
Improved corporate reputation and stakeholder relationships
Improving your corporate reputation by being and acting more sustainable is of course very desirable
for companies. However, this should not mean that your corporate reputation increases by ‘’just
having an integrated report’’. Having in impact on sustainability is not just about creating a
sustainable mission, vision or purpose, but its about putting this into action. This research aims to
answer this problem: does integrated reporting really improve some areas of sustainability, or does it
improve the perception of stakeholders from the company?
Improving your company’s reputation by becoming more sustainable and communicating this in an
integrated report can, in terms of the six capitals, contribute to (for example) social and relationship
capital or financial. Having a better reputation can for example encourage partnerships, thereby
contributing to SDG 17 (partnerships for the goals). Additionally, when a company has a good
corporate reputation, this could attract more long-term investors (Serafeim, 2015), having a positive
influence on financial capital. Improving stakeholder relationships has a positive effect on social and
relationship capital, for example by creating more trust between a company and its external
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stakeholders. Integrated reporting asks for more stakeholder engagement, ensuring a company’s
social licence to operate.
More efficient reporting
More efficient reporting itself does not contribute to being more sustainable as a company, as it is
more of an internal benefit for companies. However, efficient reporting requires a good
understanding of materiality and a good level of integrated thinking. As mentioned above, these two
factors have a contribution to sustainability, but more efficient reporting itself does not.
Employee engagement
More employee engagement has, in terms of the six capitals, a positive influence on for example
human capital: investing in a more engaged workforce. Integrated thinking supports this idea,
because employees better understand why financial or non-financial disclosures matter. Seeing
positive results (for example in receiving sustainability awards or reporting awards) can increase this
even more.
Improved gross margins
In 2.2.2, it was mentioned that companies see financial advantages in integrated reporting,
influencing (in terms of the six capitals) financial capital and (in terms of TBL) profit. Creating a
sustainable business is also about being financially healthy as a company. As mentioned, according to
Novo Nordisk, reducing carbon emissions, reducing energy consumption, is playing out in one of their
key financial parameters (ACCA, 2017). Investing in a more a sustainable business and
communicating this to stakeholders can increase the provision of financial capital, as it attracts more
long-term investors (Serafeim, 2015).
Besides these benefits, the theory on integrated reporting mentioned some challenges companies
have to overcome, as described in 2.2.2. However, if these challenges are solved, to what extent can
they contribute to sustainability?
Creating integrated thinking takes time
Although it is described that creating integrated taking can take a lot of time, the benefit of
integrated thinking remains and can definitely contribute to sustainability, as already mentioned
above.
Value creation
A company needs to understand how to connect financial and non-financial data and how to
communicate this in their report. Therefore, the value creation process is often at the start of an
integrated report, giving a simplified, but holistic overview of the company. The process of defining
the value creation process contributes to sustainability in the way that companies are better able to
understand where they create and destroy value. The value creation process focusses (traditionally)
on the six capitals, which all six can be connected to the SDG’s mentioned in figure 11, thereby
contributing to sustainability.
Connectivity
2.2.2 mentioned an example of where connectivity can contribute to better understanding
sustainability. Financial reporting can focus on the costs of employees. However, this number does
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not indicate how skilled, talented or experience these employees are. Intangible assets like these are
not always easy to quantify, but can help a company to better understand (in this case) its human
capital and the influence it has on human capital. Better understanding connectivity between
tangible and intangible assets, or financial and non-financial indicators, can therefore have a positive
effect on sustainability.
Materiality
According to Overall (2017), ‘’in the sustainability world, "materiality assessments" are the backbone
of reporting. They help identify an organization’s most "material issues" and determine what should
be reported. The process of identifying these issues involves reaching out to internal and external
stakeholders to get their input’’. Here, it is important to make the distinction between materiality
from a reporting-perspective and a strategy-perspective.
‘’From a reporting standpoint, organizations aligning with GRI will want to prioritize topics based on
the biggest impacts their organization and the things that influence stakeholder decisions. Current
employees, NGOs and investors, for example, can help answer these questions’’ (Overall, 2017). The
topics that are most material to report on, are not always the ones that a company has influence on:
‘’From a strategy development standpoint, the goal is to prioritize what an organization can or
should do. In this vein, questions about what is within the company’s power to change and what
tools, industry groups or new innovations exist to help them do it’’ (Overall, 2017).
It is from a strategy-perspective that materiality has an impact on sustainability. Ideally, however,
this should be inspired by what stakeholders are asking in an integrated report. However, there are
always topics that readers find important, where a company has no real influence on. This is where
integrated reporting can be of help, helping companies to identify what is material to their
stakeholders and to themselves.
Conciseness
Conciseness can be of value to readers of an integrated report, but can be dangerous for leaving
material topics out. Companies have to find a balance between what is conciseness and what is
material. From a sustainability-perspective, being could concise can lead to the risk of ‘’leaving things
out’’ or ‘’making topics less important than they should be’’. From a reporting-perspective, being too
concise can lead to lack of information and depth.
Reliability and completeness
This challenge is more of a reporting-challenge than a sustainability-challenge. The maturing of
sustainability reporting and quantifying non-financial information will help companies to better
report on their practices, formalizing the connection between financial and non-financial
information. This could, indirectly, lead to a clearer view on sustainability topics.
Consistency and comparability
Comparability of non-financial data is still a large challenge, as the topic is relatively new compared
to financial reporting. The same thing goes for integrated reporting itself. Many companies have just
started with the process, making it hard to see what the impact of integrated reporting on
sustainability could be. Again, the maturing of integrated reporting will make this more clear.
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2.3

Conceptual model

Figure 16: Conceptual model
This research will ultimately focus on what the impact of integrated reporting is on sustainability for
a company. First, at the top-left side of the conceptual model (figure 16), the motives for choosing
integrated reporting will be researched. Additionally, the benefits and challenges of integrated
reporting will be formulated. In 2.2.2, the benefits and challenges that are mentioned in the theory
on integrated reporting are explained. In 2.2.3, it became clear how these benefits and the
overcoming of these challenges can contribute to sustainability. These results (motives and SWOTAnalysis) will be put in a sustainability perspective, trying to figure out how many of these motives
and benefits/challenges are driven by sustainability.
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3

Methodology

In this chapter the methodological choices that are made in this research are described and
explained.

3.1 Research philosophy
This paragraph will briefly describe the chosen research philosophy that fits best to the research. The
research is focussed on practical experiences. Two paradigms fit within the scope of this research.
The main research question could be interpreted as a hypothesis: integrated reporting has a real
impact on sustainability (or not). Testing a hypothesis like this is a postpositivist approach to
research. Additionally, the experiences of companies and their stakeholders are for a large part
based on numbers, which suggests one reality (postpositivist). However, not all experiences can be
measured in numbers. Each individual company or stakeholder of that company can value integrated
reporting differently and therefore it could be up for interpretation to what extent integrated
reporting contributes to sustainability. This suggests a more interpretivist approach.

3.2 Research strategy
The research will consist for the largest part of qualitative research. The research will describe,
explore and evaluate experiences with integrated reporting, based on the literature that is written
about it. These experiences will be viewed from a sustainability-perspective. This indicates that a
comparative case study is the best research strategy to solve the research problem (Van Thiel, 2014).
Different cases (companies and their investors) will be compared to each other, which should lead to
conclusions about how integrated reporting increases sustainability (or not). In the end, the research
should help company’s to assess whether or not they should start with integrated reporting and
what they can expect: which benefits and challenges are there and how many of them can be related
to sustainability?

3.3

Research methods

The best method to answer all research questions, while ensuring validity and reliability (see
paragraph 3.4), is triangulation: the use of multiple methods. The first part of this research consists
of a combination of literature study and document analysis. First, companies that are using the IIRCFramework (at least to some degree) will be selected and approached for an interview. This will
require to read and analyse the integrated reports of these companies. In the interviews, the motives
for choosing integrated reporting will be assessed. How important is sustainability in these motives?
Then, after the interviews, a SWOT-analysis (which is described in 2.2.2) will be conducted on the
real-life experiences of companies with integrated reporting: what are its main strengths,
weaknesses, opportunities and threats? And how many of them contribute to sustainability?
To select these companies, document analysis will be needed. Document analysis is a form of
qualitative research in which documents are interpreted by the researcher to give voice and meaning
around an assessment topic (Bowen, 2009). Annual reports are a good example of such documents.
The annual reports of different companies will be analysed and compared, after which companies
will be selected and will be approached for an in-depth interview. To conduct a comparative case
study, one of the best methods to be used is conducting interviews. In-depth interviews will be held
with a total of ten companies. As mentioned, these will be selected through literature study and
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document analysis. The interviews discuss the different themes that exist within the research
questions.
The reason why open interviews are conducted is obtaining elaborated answers with structured
argumentation. The interviews will be conducted with the help of a semi-structured interview guide,
which is provided in chapter 3.6. The interview questions and the sequence of the questions are to a
great extent fixed, but the answers are open. The transcripts of the interviews are analysed using
Atlas.ti, by the use of open coding. The codes that are constructed can be seen in Appendix … The
answers to the interview questions are the basis for answering the sub-questions and are the
primary input for the SWOT-analysis that will be conducted. In the text, quotations from the
transcript of the interviews will be provided.
SWOT-Analysis
Choosing for the implementation of integrated reporting can be seen as a part of an organization’s
strategic management. Strategic management is ‘’the continuous process of creating, implementing
and evaluating decisions that enable an organization to achieve its objectives’’ (Gurel, 2017, p. 1). It
allows an organization to be more proactive than reactive in shaping its own future (David, 2003;
Gurel, 2017). According to Gurel (2017), the strategic management process consists of seven steps,
starting from an organization’s vision, all the way to creating a competitive advantage. These seven
steps are given below in figure 12:

Figure 12: The strategic management process (Gurel, 2017, p.2).
A tool for creating strategic planning and management within organizations is SWOT-analysis.
It is ‘’a simple but powerful tool for sizing up an organization’s resource capabilities and deficiencies,
its market opportunities, and the external threats to its future” (Thompson et al., 2007, p. 97). Gurel
(2017, p. 2) argues that it is ‘’a strategic planning framework used in evaluation of an organization, a
plan, a project or a business activity and is therefore a significant tool for situation analysis that helps
the managers to identify organizational and environmental factors’’. SWOT-analysis consists of two
dimensions: internal and external. Internal dimension includes organizational factors (strengths and
weaknesses), while external dimension includes environmental factors (opportunities and threats).

Figure 13: SWOT-analysis (Gurel, 2017, p. 2).
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At the end of the SWOT-analysis, a matrix is created, including the following components:

Figure 14: Components of SWOT-analysis (Gurel, 2017, p. 3).
Strengths, weaknesses, opportunities and threats can be viewed from multiple perspectives and can
be measured with all kinds of examples. Wright et al. (1992), described these different perspectives
and examples in a framework:

Figure 15: Framework for SWOT-analysis (Wright et al., 1992, p. 70).
SWOT-analysis can be used for specific decision-making, in this case the implementation of
integrated reporting. In this research, a SWOT-analysis will be conducted with the help of the actual
experiences of companies that have implemented integrated reporting. These experiences can be of
great value to companies that are trying to start with integrated reporting, or that are looking into
the possibility of implementing it. Therefore, a SWOT-analysis will be created based on these real-life
experiences: to what extent do they match the theoretical perspectives of the IIRC-framework? How
many of them have an impact on sustainability?
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3.4

Comparative case study: selected companies

Based on the literature study and the document analysis of the annual reports, ten (multinational)
companies have been selected, approached and interviewed. All of these companies use integrated
reporting, and their integrated annual reports are either lead by or to some extent based on and
inspired by the IIRC-framework. With each company, one interview was conducted, with employees
with functions equal by or similar to: Sustainability Manager, Integrated Reporting Manager,
Integrated Reporting Officer, etc.
1. ABN Amro, which is a Dutch enterprising bank, serving clients retail, private banking and
corporate banking sectors.
2. Amsterdam Airport Schiphol, the thirds largest European airport in terms of passengers.
3. Covestro, which is a German company, and a specialized supplier of polyurethanes,
polycarbonates and coatings, adhesives and specialties.
4. Deloitte Netherlands, who provide audit & assurance, tax, legal, risk and financial advisory
and consulting services.
5. KPMG, a global network of independent member firms offering audit, tax and advisory
services.
6. KPN, a Dutch telecommunications and IT provider, serving both consumer and business
customers with its fixed and mobile networks for telephony, broadband and television.
7. Norsk Hydro, a Norwegian aluminium and renewable energy company.
8. Royal DSM, which is a Dutch, science-based company active in Nutrition, Health and
Sustainable Living.
9. Solvay, a Belgian, advanced materials and specialty chemicals company.
10. Yara International, a Norwegian, global firm specializing in agricultural products and
environmental protection agents.

3.5

Validity and reliability

According to Van Thiel (2014, p. 92), ‘’the added value of the case study lies first and foremost in the
wealth of empirical information that is collected, which can serve as a basis for developing new
theories, or lead to the improvement of existing ones’’. Yin (2008) calls this analytical or theoretical
generalization. Van Thiel continues that ‘’analytical generalization means that the researcher will try
to apply a certain theoretical model to one or several empirical cases. The results of the case study
will be used to develop the theory further or, if necessary, make certain adjustments’’ (Van Thiel,
2014, p. 92). One way to endanger the reliability and validity of case study research could be the
small number of units of study. According to Van Thiel (2014), the most important solution to solve
this issue is through triangulation, which is why this method is chosen. ‘’By taking a diversified
approach, the researcher gathers as much information as possible, so as to ensure that the data
collected are valid, irrespective of the number of units studied’’ (Van Thiel, 2014, p. 92).
In addition to this, semi-structured interviews can facilitate comparability between the different
cases (i.e. companies). In semi-structured interviews, ‘’validity and reliability depend, not upon the
repeated use of the same words in each question, but upon conveying equivalence of meaning
(Denzin, 1989). It is this equivalence of meaning which helps to standardize the semi-structured
interview and facilitate comparability’’ (Barriball & While, 1994, p. 330).
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4

Results

In this chapter, with the help of original collected qualitative data, the three sub-questions of this
research will be answered. Each sub-question corresponds with a paragraph of the theory from 2.2:
4.1 corresponds with 2.2.1, 4.2 corresponds with 2.2.2 and 4.3 corresponds with 2.2.3. With the help
of the three sub-questions, the main research question will be answered.

4.1

(Sustainable) motives for integrated reporting

This paragraph will describe the motives different companies have for choosing integrated reporting.
As explained in chapter 2, the motives for choosing for integrated reporting consist of three pillars:
internal motivation, market demand and legislation/regulation. These three pillars often turn out to
be interconnected, but are not necessarily interdependent, as will be shown in this paragraph. What
were the motives of the companies that were interviewed?

4.1.1 Internal motivation
Most of the companies that have been interviewed have and had their own internal motivation to
start with integrated reporting. Large multinational companies have a big environmental and societal
responsibility when it comes to sustainability, as they have impact on various level of sustainability.
That impact is not only economic or financial (for the company itself or investors), but also on nonfinancial or extra-financial level: environmental (i.e. climate change, water usage, etc.) and social (i.e.
diversity, safety). A lot of multinationals (and other companies) realize that they have to ensure that
they create long-term value in a responsible and sustainable way. This is exactly the purpose of the
IIRC-framework, described in chapter 2: explain your long-term value creation, what areas you
impact and how you plan to do this in a responsible and sustainable way (IIRC, 2013).
This pillar was a strong motivation for all of the interviewed companies. All companies mention, to
some degree, sustainability in their strategy, vision or purpose, which are published in the integrated
reports. One good example here is ABN Amro, who refer to their strategy as ‘’accelerating the
sustainability shift’’, which means that they really aim to help people, customers, but also society at
large, the broader stakeholder group, to make that switch to sustainability. In the interview they
mentioned that they already had the data and the drive, but they reported this separately. This
suggests that sustainability was of already of great importance before the implementation of the
integrated report.
The argument of helping ‘’society at large’’ was mentioned by more companies. Schiphol emphasized
that they are an organisation at the heart of society, because of its many stakeholders. In addition,
they mentioned that the state is a major shareholder within Schiphol and, as a state-owned
company, they try to set a good example. KPMG shares the argumentation of setting a good
example, as they believe that integrated reporting is the right way to report and communicate the
wider impact their company has.
When asked about their motivation for integrated reporting, KPN mentioned that they play a very
important societal role and therefore need to act accordingly in their reporting. As a large listed
company, they are more than just our figures. They also play a social role in society, and a very
important one. Because of that, they felt it was important to bring out the total picture in a whole.
They too have a lot of stakeholders and want to set a good example, so sustainability is at the core of
their business. Their integrated report is their way of communicating this to the world.
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Another good example of a company that used this pillar (partly) in their motivation is Norsk Hydro.
They were one of the first companies to produce and environmental report, already in 1989. In 2004,
long before the IIRC was founded, they published their first integrated report. Back then,
sustainability had been important to their company for a long time, but they lacked a strategy for it.
That is why they developed ‘’the Hydro Way’’, which is a description of Hydro’s values and mission.
Because of the importance of the Hydro Way and the believe that they wanted to be a very
sustainable company, it was important that this was taken into account in the way they did their
ESG-reporting. With that in mind, they integrated their ESG-reporting in their annual report.
Michel Washer from Solvay argues that when you want to implement a sustainability approach,
three steps have to be taken: (1) why do you want this sustainability approach, (2) measuring it with
the appropriate frameworks and (3) doing a materiality analysis to identify what is material. The first
step first well within the ‘’intrinsic motivation pillar’’. It consists of three parts:
-

Understand your stakeholders’ expectations,
Understand where you create or destroy value, with a definition of value that includes social
and natural value,
Understand where you have impact, for example on the Sustainable Development Goals.

On the reason for implementing the IIRC-framework specifically he adds that they had worked
initially within Solvay on how to measure what we called ‘responsible value creation’ or ‘sustainable
value creation,’ which was how to combine economic, social and environmental indicators in one
dashboard, one set of measures where everything was balanced. When the Integrated Reporting
Framework came out, they concluded that that was the most advanced thinking at the time. They
use the framework to explain how they create or destroy value.
The opinion that the IIRC-framework was the best option, was also mentioned in the interview with
Deloitte. They produced a separate sustainability-report and annual report, but the CFO at the time
decided that it would be better to start integrating these reports. This motivation came also from the
fact that Deloitte was involved in the IIRC and the realization that their reporting at that time did not
have a lot of meaning for long-term investors.
Sustainable value creation is a goal that all companies mentioned in the interviews. DSM also
expressed their motivation for integrated reporting with mentioning that they have sustainable value
creation in the core of their business. When you look at value creation from both a financial and
nonfinancial perspective, it’s ‘’strange’’ to report them separately, so it becomes almost like a logical
consequence to start with integrated reporting. Again, when you have sustainability in your vision,
mission or purpose and want to communicate this, integrated reporting is a great way to do so.
In addition, Yara experiences this change to integrated reporting also as a logical consequence, as
sustainability is embedded in the core strategy of their company: Their mission statement is to
‘’responsibly feed the world and protect the planet’’. Sustainability is integrated into the stratetic
thinking of the company, and helps improving stringency and control on reporting of nonfinancial, as
these factors are increasingly becoming important, also in the world of finance. Yara integrates
sustainability through the entire company and their reporting, because they believe it is the right
thing to do. However, they also have to comply with demands from their stakeholders, for example
investors. As a company with many many different stakeholders, your own motivation is not always
enough: this connects the dots between intrinsic motivation and the second pillar: market demand.
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Internal motivation: Importance of sustainability
The most important motive, mentioned by all interviewed companies, clearly was their own internal
motivation. In their book, Eccles & Krzus (2015) put forward that companies are for the largest part
profit-driven. Of course, being a financially healthy company is extremely important. However, all
interviewed companies put a strong emphasis on sustainability. This shows that they are missiondriven as well. When wanting to communicate about your sustainability goals, an integrated report is
a great way to do so.
In the research from EY and the GreenBiz Group (2013), the top-three benefits were:
1. Increase sustainability awareness with investors and customers
2. Improve transparency and data accuracy
3. Enhance brand and reputation
In this top-three of reasons, only one directly mentions sustainability. The other two can, however,
be indirectly linked to sustainability, but this remains up for discussion. Companies need to be more
and more transparent (link with the second pillar), so this also means that they need to be more
transparent about sustainability. While enhancing their brand and reputation (or at least wanting to),
sustainability is also of great importance. The rest of the reasons are more motives for realizing
internal benefits, and not becoming more sustainable as a company. The results of this research are
not in line with the theory here. When asked about the motives for choosing integrated reporting, all
ten companies started off with sustainability: an intrinsic motivation to be a sustainable company.
Sustainability therefore was a major motive for the companies to choose integrated reporting.
Theory and practice turn out to be different here. In the theory, most of the focus was put on
internal benefits, aimed for more streamlined business operations. In the internal motivation’s of
companies in this research, however, sustainability plays a very important role. All companies
mention sustainability as the top-reason for their choice of integrated reporting. They want be
socially and environmentally responsible and see integrated reporting as the best practice to report
on this.

4.1.2 Market demand
As mentioned in 4.1.1, different companies from different backgrounds and sectors share the belief
that sustainability (and the communication about it) should be integrated through the entire
organization, because they have a responsibility to create sustainable short-, medium- and long-term
value for all their stakeholders. However, this is not only reason it would be logical to start with
integrated reporting. Companies need to follow, adjust to and adapt to demands from their
environment.
As explained in 2.2.1, market demand does include profit-driven actors, mission-driven actors or a
combination of both. However, this distinction is not always easy to make, as an investor is often
referred to as purely profit-driven, but that is not always the case. As mentioned in the theoretical
framework (Serafeim, 2015), sustainability is getting increasingly more important to investors. While
one of their goals is to make money, the importance of how this money was earned is growing
rapidly among providers of financial capital.
Corporate reporting has evolved quite a lot since the 1960s. New trends and new demands from all
kinds of stakeholders have developed over the years. Integrated reporting currently is one of those
new trends within corporate reporting. But how do companies experience these changing demands
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in the way they should do their reporting? Did they feel a lot of pressure from their stakeholders to
start with integrated reporting?
After the interviews, it turned out that five out of ten companies specifically mentioned market
demand as a motive for choosing integrated reporting. At ABN Amro they saw, next to their intrinsic
motivation, a growing demand for (at first) sustainability disclosure and (later) integrated reporting:
They felt that the market demand for non-financial information was growing, and so from 2015, they
really started thinking about the integration of the sustainability report and the annual report.
Additionally, the link between financial and non-financial information became more and more clear.
Schiphol also mentions that they saw this new trend emerge and reacted accordingly. The upcoming
trend, in combination with the fact that they were relatively early with their sustainability report and
the focus on sustainability, gave them the believe that they should start with integrated reporting.
They saw the GRI growing and with the development of the IIRC, they believed that this was the right
trend to follow.
Norsk Hydro felt the need from the investor-side for more focus on long-term sustainable value
creation in their way of reporting. Integrated reporting is more and more a requirement to be
accepted by long-term investors, institutional investors and to get access to the capital market. As
mentioned, they were already putting a lot of emphasis in sustainability themselves, but they saw a
growing demand from their investors to explain how they create value in a sustainable way.
KPN also mentions both kinds of market demand: first of all, the importance of their investors and
shareholders in their motivation for switching to integrated reporting, and second the macro-trends
they saw in corporate reporting. They indicated that they have a lot of shareholders, who they want
to give a good picture of how the company is doing. Additionally, they want to attract new
shareholders and not only increase the demand of the share, but also the value. They identified
integrated reporting as the future of corporate reporting and quickly responded to these
developments and researches. A growing number of people have the opinion that a company, that is
not concerned with sustainability and social involvement, will not exist for very long.
These findings are in line with the conclusions from Serafeim (2015), elaborated in 2.3: Companies
that produce integrated reports show a clear tendency to have more long-term, “dedicated” holders
and fewer transient investors. While their own intrinsic motivation was specifically mentioned by all
the companies, 50% of the companies mentioned the importance of market demand.
Market demand: Importance of sustainability
In 4.2.1, it becomes clear that sustainability is very important in the internal motivation of companies
to choose for integrated reporting. How important is it in the second pillar? Five out of ten
companies that were interviewed mentioned market demand as an important factor. All of these five
companies directly said that there is a need for more non-financial disclosure and more linkage
between financial and non-financial disclosure. They all emphasized the importance of sustainability
in the market demand.
KPN for example specifically mentioned that there was a growing demand from their investors to be
sustainable and communicate this to them. Yara also mentions that they see the trend that
sustainability is also being emphasized more and more by investors. To link this back with the theory,
one could say that these findings are in line with Serafeim (2015), who in his article showed that
sustainability is a growing concern of investors. Companies that do use integrated reporting are more
likely to attract long-term investors, as these investors think that non-sustainable companies won’t
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last very long in the future. Therefore, sustainability is of major importance for this pillar. The
motives from the market were are related to sustainability.

4.1.3 Legislation and regulation
The third pillar of motivations for choosing integrated reporting is legislation and regulation in
different countries. This pillar was the least mentioned motive for integrated reporting, as only Norsk
Hydro indicated that this of one of their motives. In a lot of countries, companies are legally required
to report on ESG-data. However, despite the fact that integrated reporting can be a great way to do
ESG-reporting, it is not mandatory in most countries.
One of the countries where it is mandatory, is South-Africa. However, in most countries, integrated
reporting is still principle-based. However, when you look at the development of GRI, you can see
that they also started as a principle-based framework. In 2000, GRI launched the first version of their
guidelines, representing the first global framework for comprehensive sustainability reporting (GRI,
n.d.). It was not mandatory to do so, but with the evolution of ESG-reporting, GRI became a leading
framework for companies all over the world. Today, almost every large enterprise, especially
multinationals, has an ESG-report based on the GRI-standards.
Norsk Hydro uses this as an argument for integrated reporting, convincing some people at their
company that it is not ‘’too much reporting’’. They felt some frictions in some part of the
organization. certain parts of the organization are very skeptical, critical and believe that it’s too
much reporting. However, it is not something they are doing for fun or for communication purposes
alone. It’s something that they are legally required to do. Despite this argument, no other companies
mention this pillar as a motive for integrated reporting.
The IIRC-framework strives to become the next standard in corporate reporting. When following the
described trend of the GRI, and the fact that the first two pillars are gaining traction, the third pillar
could become more important in the future. ABN Amro mentioned that the development of the IIRCframework can be the link between the first two pillars: intrinsic motivation and market demand:
‘’This is a nice framework, which we can use to combine our first two hatches, i.e. the purpose
and intrinsic motivation, and the will to service the market of combining those two
information flows, to combine those two hatches through a nice framework what came at
that time.’’
Legislation and regulation: Importance of sustainability
While only being specifically mentioned by one company, the argumentation behind legislation and
regulation for integrated reporting consists mostly of sustainability. Countries that are making
integrated reporting mandatory, do this out of a sustainability-perspective. They want their
companies to disclose all they have on sustainability and integrate sustainability into the core of their
business.
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4.2

Benefits and challenges of integrated reporting

First, 4.2.1 will present a SWOT-analysis, based on the interviews with the selected companies. In
4.2.2, these benefits and challenges will be further explained and compared to the ones mentioned
in 2.2.2.

4.2.1 SWOT-analysis based on experiences
Theory on integrated reporting suggests that integrated reporting produces a number of benefits and
challenges. First, a SWOT-matrix is created based on the experiences of companies with an
integrated report. These are the strengths, weaknesses, opportunities and threats that could be
derived from the interviews, and therefore present original data.
Strengths (benefits)
-

Time saving
Increased impact on stakeholders
Improved transparency
Creates (more) integrated thinking
Triggers discussion awareness on
sustainability topics
Employees feel empowered to do
meaningful work
Improved (or at least more diverse) risk
management
Holistic story telling
Improved readability
Better understanding of materiality
Positive perception of the company
Formalizes non-financial reporting
Contributes to a more forward-looking
perspective
Doesn’t necessarily take a lot of extra
resources
Increased accountability
More potential for long-term investors

Opportunities
-

Upcoming trend
Growing demand for sustainability
disclosure
Becoming a pioneer
Digitalisation

Weaknesses (challenges)
-

Internal resistance / reluctance
Risk aversiveness
More disclosure (which has to be
accurate)
Content discussion
Complying to assurance
Integrated thinking takes time
IIRC-framework does not fit for every
company
Data collection
Conciseness
Materiality
Coordination between departments
It is a long process
Planning
Alignment with other frameworks
Perception of extra resources

Threats
-

Market demand for more disclosure
(Inter)national legislation and
regulation
Economic crisis

Figure 17: SWOT-matrix based on experiences from companies.
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4.2.2 Benefits: comparing theory with practice
In this paragraph, the benefits (according to theory) mentioned in 2.2.2 will be compared with the
answers given in the qualitative data research. Figure 17 gives a SWOT-analysis based on this data. To
make this more clear, the benefits from practice have been categorized within the six benefits from
theory (figure 18):
Benefits mentioned in theory
More integrated thinking and management
Greater clarity on business issues and
performance

Improved corporate reputation and
stakeholder relationships
More efficient reporting
Employee engagement
Improved gross margins

Benefits from figure 17 that can be included in
this category
- Creates (more) integrated thinking
- Triggers discussion awareness on
sustainability topics
- Holistic story telling
- Increased accountability
- Better understanding of materiality
- Improved (or at least more diverse) risk
management
-

Figure 18: Benefits from practice categorized by theory

Positive perception of the company
Increased impact on stakeholders
Improved readability
Improved data accuracy
Formalizes non-financial reporting
Employees feel empowered to do
meaningful work
More potential for long-term investors
Doesn’t necessarily take a lot of extra
resources
Time saving

More integrated thinking and management
All interviewees (although some more than others) indicated that preparing an integrated report
creates more integrated thinking within their organization. This is best described by some examples.
Covestro describes integrated thinking as one of the biggest values of integrated reporting: ‘’the
biggest value of an integrated report is that it reflects our approach to sustainability, not just in the
report but in all other things that sustainability is an integrated part of our work.’’ The integrated
report therefore reflects how sustainability is integrated throughout the organization.
Yara supports this, as they mention that they have integrated sustainability very much into the
strategic level, even from the very top level of strategic thinking. However, they indicate that this is
also a challenge, as they have to make sure that integrated reporting is not a process that is aiming
just to produce one document each year, but that they use it as an opportunity to have a fully
integrated mindset, so that sustainability aspects are not just there for the reporting process, but as
an opportunity to change management internally and become even more systematic in the way they
integrate sustainability aspects in their core business processes.
KPN mentions that integrated reporting is interlinked with integrated thinking, which is the biggest
benefit of integrated reporting. The way integrated thinking starts within the organization, however,
is up for discussion between the companies. According to figure 2, writing an integrated report is the
ultimate goal of integrated thinking. In practice, however, it is often the other way around. This is for
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example shared by Covestro and ABN Amro: ‘’Ideally, you will first apply integrated thinking, and
then integrated reporting. That is almost never the case, so the other way around is also okay’’.
Solvay adds to this that ‘’it's not the report that helps; it's the integrated thinking journey that you
need to make. Very often people say: Yes, but you don’t have integrated reporting if you don’t have
integrated thinking. But you can’t have integrated thinking without measuring, so you need some
form of report anyway.’’
Greater clarity on business issues and performance
This benefit, although not mentioned in these exact words, comes back in a lot of mentioned
benefits by the interviewed companies. Yara indicates for example that integrated reporting is a
communications tool, which allows them to systematically represent a complicated business setup,
focusing on the most important items.
Schiphol refers to the importance of understanding and using your value creation process. People
can see, in a very visual way, how things actually work at Schiphol Airport. They see very clearly: Who
are they doing it for? What are their stakeholders? What is their business model? What kind of risks
are linked to it? In addition, they add: ‘’What are your material subjects? Which KPI's do they lead
to? What impact do you make? Also on the basis of the SDG's. So it's also a record that in one way or
another shows what Schiphol does, what it stands for and what output it produces.’’
ABN Amro confirms this with a similar story: ‘’Ff you don't know anything about ABN Amro and you
read the integrated report, then you know what we do, what drives us, what occupies us, what we
pay attention to, what we steer on and how we see the world in that sense’’. This way, integrated
reporting helps companies to better understand how they create or destroy value and for who.
Improved corporate reputation and stakeholder relationships
Creating an integrated report doesn’t necessarily make a company more sustainable, but integrated
thinking and the whole process can help with that. However, how do readers of the integrated report
perceive this? Do companies think they get perceived more sustainable because they have an
integrated report?
To begin, Covestro indicates that they perceive it that way: ‘’People like it on an emotional level and
you have a lot of impact. On the more fact-based level, yes, definitely also. What we have is so called
ESG-ratings (environmental, sustainable governance ratings) that look at sustainability or
nonfinancial performance and in their questionnaire they also ask whether or not you have an
integrated report and if you have the right assurance process on it and they can verify it of course,
then you get additional points.’’
ABN Amro also confirms this, but adds that it is not just the report that counts: ‘’I think it certainly
contributes, but the ratings, if you look at the GGSI or the transparency benchmark in the
Netherlands for example, then of course that rating consists not only of the type of information or
the way you present that information, but also just the information itself.’’
Norsk Hydro adds to this: ‘’It will probably usually become rated better. Because the integrated
reporting will be regarded as higher standard by many investors and analysts.’’ Solvay adds to this
that integrated reports have become more of a stakeholder-engagement tool: ‘’It influences it
indirectly in the sense that rating agencies are looking for certain information. If you make it
available to them it makes their job easier. The integrated report has become a stakeholders’
engagement tool, so not just rating agencies or investors but also any NGO or governmental.’’
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More efficient reporting
Yara mentions that more efficient reporting is achieved by formalizing non-financial data more and
more. They explain this as such: ‘’Now we formalized this. As an example: the audit committee of the
board has now been renamed as the Audit & Sustainability Committee. So that it’s not just in practice
but also on paper and formally. The oversight of the non-financial reporting is anchored with the
Board. So, there are a number of such steps that have been taken in terms of formalizing
responsibilities, summing up the governance structure in a bit more clarified way than before. These
are stepwise changes and not really challenging but more clarifying.’’
Covestro indicates that more efficient reporting is also achieved because through integrated
reporting, you don’t have to report on some things twice: ‘’In the end an integrated report is less
effort, because you don’t have things that you report twice, right? You do it right once. But it also
involves a higher risk, because if you include things that you would otherwise not include, if there’s
trouble with that data, then your annual report is at risk. (…) But in the end, you get more meaningful
output and you put less effort in, so that’s beautiful from a business point of view.’’
Employee engagement
In the theory, it is explained that employees can feel more engaged by integrated reporting.
Although it is not specifically mentioned by most of the companies, Covestro indicates that through
integrated reporting, employees find their work more meaningful: ‘’They feel at power to do
meaningful work. And that means sustainability work is meaningful, and that’s why it creates a really
big impact on how the company behaves.’’
Improved gross margins
This benefit is not specifically mentioned by the interviewed companies. They don’t see any
substantial earnings, just by having implemented integrated reporting. However, some indicate that
it could have a positive impact on financial capital in the future. One example is the securing of more
long-term investors, which was mentioned in the theory from Serafeim (2015). Solvay, for example,
indicates that integrated reporting is more and more becoming a requirement to be accepted by
long-term investors, institutional investors and more and more to get access to the capital market.
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4.2.3 Challenges: comparing theory with practice
Like in 4.2.2, the challenges from figure 17 have been categorized in figure 19:
Challenges mentioned in theory

Challenges from figure 17 that can be included
in this category
Integrated thinking takes time
- Integrated thinking takes time
- It is a long process
Value creation
- Internal resistance / reluctance
- Perception of extra resources
Connectivity
- Coordination between departments
Materiality
- Data collection
- Materiality
- Content discussion
Conciseness
- Conciseness
Reliability and completeness
- More disclosure (which has to be
accurate)
- Risk aversiveness
- Complying to assurance
Consistency and comparability
- IIRC-framework does not fit for every
company
- Alignment with other frameworks
Figure 19: Challenges from practice categorized by theory
Integrated thinking takes time
Integrated thinking is a factor that is both mentioned in the benefits and the weaknesses. It is in fact
one of the biggest challenges indicated by the companies but is also valued as one of the most
important benefits. According to the theory on integrated reporting, the process to integrated
reporting starts with integrated thinking within the organization. This process from thinking to
reporting was already pictured in figure 2. However, in reality, companies indicate that it is often the
other way around or that it is difficult to say what comes first. This can be supported by a number of
quotations.
In the benefits, it was already mentioned that in the real-world situation, integrated reporting often
starts with integrated reporting. ABN Amro shares this belief, but also indicates that the integrated
thinking and integrated reporting are interdependent: ‘’you can't start with integrated reporting if
there's no degree of integrated thinking. And if there is no degree of integrated thinking at all, it
takes a very long time before you can go to integrated reporting.’’
Therefore, it remains up for discussion whether a company should start with integrated reporting or
integrated thinking. However, what is clear, is that several companies indicated that it is not easy to
create and develop integrated reporting within a company. One example comes from KPMG,
indicating that, even though they are working on it a lot, departments remain fragmented in some
areas: ‘’They really are still separate teams and people realize a little more what the impact is on
sustainability, but really integrated thinking, I don't see that with us.’’
Solvay indicates that integrated thinking is a journey that keeps evolving: ‘’So we really decided that
it made no sense to have an integrated report before having integrated dashboards, and so we gave
priority to that. But it's not that. It’s the journey towards integrated thinking. I'm saying ‘journey’
because it's not over. Environmental indicators have 50 years of literature; you know how to
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measure your environmental footprint. Social is much more difficult. How do you measure value of
intellectual property or patents?’’ This suggests that integrated thinking is not an easy journey and
still a relatively new process, which makes it a hard challenge.
Value creation
Several companies have mentioned issues with the implementation of integrated reporting. First one
was creating integrated thinking, which remains a challenge for companies. The second one relates
to the understanding of value creation, which is not always understood equally within a company.
One example is mentioned by Covestro. They mention that integrated reporting involves a higher
risk, because if you include things that you would otherwise not include (and if there’s trouble with
that data), then your annual report could be risk to be not published on time. For this reason,the
people that are responsible for the annual report were very reluctant to add additional content.
Additionally, they had a lot of discussion on the content of the integrated report. They had to explain
to a lot of employees why they had to report some things and why it is important to do so. An
accountant, for example, doesn’t always understand why certain environmental pieces of data are
really relevant.
Solvay also mentions that there can be cultural differences between employees and departments
and the way they are used to do their reporting. In addition, they mention the importance of getting
the CEO / CFO / management on board with the idea. The first challenge was getting the chief
financial officer on board. If he or she is not on board, it's not happening. However, when he or she
on board it's happening very fast. They had to convince him that there was a link between financial
performance and non-financial performance, and he took about two years to become curious about
the topic. Now, he’s one of the biggest advocates of integrated reporting and integrated thinking.
The companies frequently struggled with convincing employees, departments, managers and so on.
However, that doesn’t mean that there are no solutions to these issues. Norsk Hydro that they
convinced them by pointing at the future of the business. They mentioned that some people are
missing the point that sustainability is a long-term success factor, probably in their business as well.
And with not reporting, they might don’t have the internal awareness and then they will not be fit for
future business environments. Covestro adds to this argument that an integrated report is less effort
in the long run. With separate reports, people are often doing the same work twice, while with an
integrated report, this works more efficiently.
Another reason why companies can be reluctant to start with integrated reporting is the perception
that it takes a lot of extra resources. However, this does not have to be the case, as this is denied by
all of the companies, except for KPN. However, they also confirmed that it was worth the costs.
According to them, there were a lot of costs involved, but they were definetely worth it.
Besides from KPN, all companies mentioned either a reduction of costs / resources or no significant
extra costs / resources. Yara confirms that there can be a misconception on the extra resources and
costs integrated reporting takes: It might be a perception of the resources it takes to go into the
integrated reporting format. It is quite easy to perceive this is something challenging and bounding
and it will take a lot of resources. But according to Yara, they are managing this fairly well without
any excessive use of resources.
As mentioned above, Covestro stated that ‘’when you do it right, it’s less effort.’’ This argument is
shared by Schiphol, who think that an integrated report might be even more beneficial, compared to
having separate reports. DSM puts in the comparison between the costs of an integrated report and
separate reports. The cost of integrated reporting is not necessarily that high, especially with the
difference of having to separate reports. The costs are not the problem, the alignment is.
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ABN Amro elaborates on that, making the distinguishing between costs and expenses, stating that it
doesn’t take any significant expenses: ‘’The implementation of that, so you're really talking about
expenses, and I'm just making the distinction between expenses and costs, it hasn't led to
significantly more expenses. We didn't purchase any tooling for it, we didn't have to follow immense
training courses for it, of course we just have some learning and development, but no, no significant
expenses.’’
Connectivity
One challenge, relating to connectivity, that is mentioned in the data is the coordination between
departments. Solvay gives the best example of this challenge: ‘’You fall on cultural problems where
the health, safety and environment team say: We’re used to seeing a health, safety environment
section in the report and now you're telling me safety should be with all other social matters so with
Human Resources, and environment should be dissociated from safety, that’s not how we work. And
we say: Yes, but we write the report for external people and external people expect to find safety
with diversity, with all social metrics and not in environmental.’’
Materiality
Better understanding and defining materiality is often mentioned as a benefit of integrated
reporting, but doing so can also be a challenge, which is explained by Covestro: ‘’the discussion was
more on the content: Why do we have to report this? Why is that important? An accountant doesn’t
understand why certain environmental pieces of data are really relevant. It is all about: Is this really
relevant? That was, I think, the biggest discussion: finding the relevant information.’’
Conciseness
Integrated reporting is not about putting as much information as you have in one document, or
about forging (for example) four reports entirely into one. As mentioned, it is about disclosing
material information, which means you have to be concise. This can be a struggle for companies.
Schiphol mentions this in for example: ‘’ If you really want to make a good integrated report, you just
need a lot of information. And the trick is not to make it too long. I think that's something we can do
ourselves, to make it even more concise, but just as powerful.’’
KPMG also identifies this as a challenge, or at least something that you always need to keep in mind:
‘’You can, of course, pile up all that data, but perhaps you have an unreadable report or it is totally
irrelevant to your readers. So I think that for everyone, an annual report has to be tailor-made, you
have to say: ''ok, who am I doing it for and what are they waiting for''. And that's where you write
your annual report.’’
ABN Amro also puts forward that conciseness can be a challenge for companies. Because when is
something concise? Where do you draw the line? Therefore, companies really need to understand
who they are writing the report for, what is material to these readers and how this matches with the
company’s own ideas of conciseness and materiality.
Reliability and completeness
This challenge mainly focuses on the legal liabilities that come with integrated reporting, as it is not
as matured as for example financial reporting. It can be a challenge for companies to comply with
legislation and regulation. Norsk Hydro explains this with an example regarding the different
legislation in Norway/Europe and the United States: ‘’the challenge from my side was that we should
prepare a report that would fulfill Norwegian legislation, as we are listed in Norway and our
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headquarter is based in Norway, and the US legislation, because as you might know, the US
legislation is in many ways very different from the European legislation.’’
Consistency and comparability
Consistency can be hard as well in integrated reporting. More data is collected, and different reports
are merged together. This means that any inconsistencies between these reports must be dealt with.
KPMG gives an example: ‘’The challenge remains to ensure that there is a consistent line when you
can't always be with each other all the time to write and do that. So, no, it takes a lot of tuning, a lot
of coordination to get a good line in there.’’ When you work on a report with a large team, from
different departments and backgrounds, it requires a lot of communication to make sure you report
in a consistent way.
As shown in 4.2, integrated reporting can have a lot of benefits for companies. However, there are
also lots of challenges that have to be dealt with. Now the question remains: how many of those
benefits stand in relation with sustainability? Is something more of an internal benefit, or does it
really contribute to sustainability? 4.3 explain this more detailed.
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4.3

Contribution to sustainability of the benefits

More integrated thinking and management
Integrated thinking is often referred to as the start of integrated reporting. It breaks down silo’s
between departments, enhances the importance of sustainability (and the disclosure of it)
throughout organizations and can have a real influence on a company’s vision, purpose or strategy. It
is for this reason that almost all of the companies from this research mentioned that a company does
not become more sustainable by creating an integrated report, but by the whole process that is
behind it, or that it at least creates more sustainability awareness within companies.
First example from the data is Covestro, who indicate that if employees integrated their ‘’normal
day’’, the awareness for sustainability topics rises: ‘’Yes, it does make the company more
sustainable. Not the report itself, but the process to get there. (…) People are integrating their
normal day. And that is were the benefit is in creating awareness for sustainability topics and the
integration means sustainability is a responsibility of each different function, and not a central
department that after the fact now collects all sustainability and makes a nice and shiny report.’’
DSM elaborates on this, stating that integrated thinking and better understanding materiality can
have an impact on how the company deploys its resources. They have a better understanding of
where they have impact: ‘’the integrated report itself not so much, but some of the processes that
support the creation of an integrated report, yes. So having a better understanding of what are the
material topics helps us to also deploy our resources in a better, more efficient way. We know what
topics are relevant for our stakeholders and what are also going to have impact for our business.’’
Finally, Norsk Hyro also makes clear that a company does not become sustainability just by creating
an integrated report, but is a means to an end: ‘’We are not sustainable because of the reporting
format but because of the performance figures. And being able to benchmark ourselves towards
peers and industry in a positive way is really what concerns me, that we were able to do that in a
good way.’’ In the end, it is about performance. Integrated thinking can have an influence on a
company’s vision or strategy, but this needs to be executed as well, or it will have no effect on
sustainability at all.
Greater clarity on business and performance
This benefit can be of value to sustainability by better understanding how a company creates or
destroys value on the short-, medium- and long-term. This could express itself for example by
companies investing in human capital, by for example improving talent development. This has a
positive effect on people, but it can have a positive on planet and profit as well. Having a talented,
well-trained workforce can spark ideas for innovation, can increase awareness on sustainability and
can help the company to secure sustainable profit.
This is also an important motive for companies, as a lot of the interviewed companies had an intrinsic
motivation towards integrated reporting. They all mentioned how they wanted to better understand
sustainability issues and communicate how they contribute to solving these issues. This, however, is
where integrated reporting stops. Now remains the challenge: when you do understand your valuecreation, how are you going to turn this into a sustainable strategy? And how are you going to
implement or execute that strategy?
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Improved corporate reputation and stakeholder relationships
Does integrated reporting improve the corporate reputation of a company? The answers in this
question were more or less 50/50, as some companies doubted the effect it has. However, there
were mentioned some examples of how the companies thought they would be rated better, starting
off with ABN Amro: ‘’The moment you switch to integrated thinking and integrated reporting and
look, certainly from an IIRC perspective, at short-, medium- and long-term risks and opportunities
and what that means for the bank, you suddenly start talking about reputational risks and
sustainability risks.’’ Integrated reporting helps identifying these risks.
It could be the case that a company gets a more sustainable reputation, but most of the companies
indicated that their reputation as a good reporter will be improved mostly, and not specifically being
more sustainable. Deloitte puts the focus on being a progressive reporter: ‘’I don't know if we would
be rated more sustainable by integrated reporting than if we just had a sustainability report. I don't
know if we will be assessed as more sustainable, but at least as more progressive.’’ Integrated
reporting is a relatively new, but highly rated reporting practice. The effect it has on sustainability,
however, remains questioned.
DSM shares this thought: ‘’No, the report itself is not the driver of value. The investors and our
customers are very much looking at what it is that we’re doing, they’re less interested in whether it’s
integrated, they’re more interested in are we actually delivering on our promises. So, the formatting
as such is less relevant as the quality of the content of the annual report.’’ Looking at the results, one
could say that integrated reporting improves the reporting reputation of the company, but the effect
on being rated more sustainable remains to be questioned. And even if they did, being rated more
sustainable does not have a direct impact on sustainability.
Improved stakeholder relationships, on the other hand, really can have an impact on sustainability.
Understanding how you create or destroy value for your stakeholders, understanding what things are
material to them and presenting this in a concise and clear way can have a positive effect on
sustainability. Social relationships are being improved and being more transparent means that
companies will have to live up to what they are disclosing.
More efficient reporting
This is more of an internal benefit. This benefit was only particularly mentioned twice, and these
examples from Yara and Covestro (4.2.2), do not relate to sustainability. More efficient reporting can
lead to more formalized sustainability reporting and it can decrease the effort of data collection, but
the results here are not overwhelming. Reporting more efficient definitely helps streamlining the
reporting process, but does not relate to sustainability.
Employee engagement
Employee engagement is a benefit that really does have an impact on one part of sustainability.
When looking from a TBL-perspective, it really has a positive effect on ‘’people’’. In 4.2.2, it was
mentioned that through integrated thinking, integrated reporting and the importance of the data
that is being provided, employees feel more empowered to do meaningful work. The annual report is
often the most read document of a company, so employees feel they are doing important work.
Through integrated thinking, it also increases awareness of sustainability topics and it helps
employees understand why some non-financial data really matters.
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Improved gross margins
This benefit was not mentioned by any of the companies, and is not directly linked to integrated
reporting. The only aspect of sustainability it could have an effect on, when looking from a TBLperspective, is ‘’profit’’. In the interviews however, there was no connection made between
increasing profit (through integrated reporting) and being more sustainable.
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5

Conclusion and discussion

This chapter will give an answer to the main research question: ‘’To what extent is sustainability a
driver in the choice for and the results of switching to integrated reporting? This answer will be
presented in 5.1. In 5.2, a critical reflection of this research will be given. Then, in chapter 6,
recommendations for future research will be provided.

5.1

Conclusion

This research focussed on two aspects of integrated reporting: the motives for choosing to
implement it and the benefits and challenges as a result from this. The ten companies that were
interviewed in this research all made the decision to implement it and they all indicate that it was
worth the effort: the benefits definitely outweighed the costs. None of them indicated that they
regretted anything in the choices they made.
When it comes to the motives of integrated reporting, theory suggested that from the reasons why
companies voluntarily adapt integrated reporting (table 1), only one really contributed to
sustainability: ‘’Increasing sustainability awareness for investors and customers’’. All the other
motives that were mentioned in this table were more focussed on improving the reporting process
itself.
The research ultimately defined three main motives companies have for integrated reporting:
internal motivation, market demand and legislation/regulation. When looking at the theory that was
written on the subject, it was expected that most of the motives companies would mention were
internal benefits, streamlining the process of reporting. This turned out to be a wrong expectation.
When asked about their motives for choosing integrated reporting, all of the ten companies started
off with sustainability. They either wanted to ‘’prove’’ that they are socially and environmentally
sustainable companies, or they wanted to increase awareness on sustainability topics among their
stakeholders. None of the companies mentioned any internal benefits in their motives for integrated
reporting.
This proves that the companies from this research, and therefore probably many more, have
sustainability as a main internal motive for integrated reporting. When they mentioned the second
pillar, market demand, they indicated that stakeholders (for example investors) wanted them to
integrated sustainability in their financial reporting. So when they felt like the market ‘’demanded’’
an integrated report from them, they demanded this from a sustainability-perspective. When
mentioned the third pillar, legislation/regulation, the companies indicated that the regulators asking
for an integrated report, also did this out of a sustainability-perspective. When looking at the motives
for integrated reporting, sustainability turned out to be very important, being the most important
motive for all of the interviewed companies.
However, even though all companies had sustainability as an important motive for integrated
reporting, the results of putting the benefits and the overcoming of challenges in a sustainabilityperspective, were very modest. The only benefit that really can have a significant impact on
sustainability is increasing integrated thinking. Increasing integrated thinking has common ground
with a lot of aspects of sustainability.
Firstly, it increases awareness and understanding of sustainability throughout an organization.
Integrated thinking breaks down silo’s between departments that normally would have been really
separated. The integration of financial and non-financial reports here is essential, as it helps
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employees understand that these two areas cannot be seen as separate entities. They turn out to be
interconnected.
Secondly, integrated thinking ,and thereby integrated reporting, can (to a certain extent) have an
impact on a company’s vision, mission and strategy towards sustainability. More integrated thinking
throughout an organization creates more awareness on sustainability, from a ‘’normal’’ employee up
to the board and CEO of the organization. This could really help the process of becoming more
sustainable, as (for example) mentioned by Yara and Deloitte in this research. When sustainability
comes on the agenda of the leaders of the company, the company acts on it more quickly. Through
integrated thinking, it becomes an agenda-item more quickly.
Apart from integrated thinking, the rest of the benefits turned out to not have a significant impact on
sustainability. Even though sustainability was the most important mentioned motive for choosing
integrated reporting, the eventual results of ‘’becoming more sustainable’’ were modest. The
benefits mentioned in this research are mostly just internal benefits, streamlining the processes
within an organization. Therefore, it can be concluded that, unlike the motives for integrated
reporting, the eventual results of the integrated report do not have a significant contribution to
sustainability.

5.2

Critical reflection and limitations of the research

In this research, theories have been discussed and compared with the experiences of companies with
integrated reports. This way done with in-depth interviews, where companies could give strong
argumentations and motivations for their answers. This provided some valuable results, further
improving the theory on a relatively new subject: integrated reporting. However, the research, as
with any research, comes with some limitations, which will be discussed below.
First limitation of the research is the number of companies that participated in the research. Even
though qualitative research, with its in-depth character, often has less respondents than quantitative
research, it would have been valuable to conduct interviews with more companies. In the past,
studies on integrated reporting have been mostly carried out through surveys, but the limitation of a
survey is the lack of argumentation and motivation for statements that are being made. Therefore, it
would have been valuable to have more respondents on this particular subject.
The second limitation of the research is that it only provides the perspective of one employee of the
company. Even though these employees have been carefully selected (integrated reporting
managers, sustainability managers, etc.), it only provides insights from this particular person. Having
interviews with multiple people from the same company could have provided more information from
different angles. The reason why this was not possible, was partly due to the Covid-19 crisis, which
made it harder for companies to participate.
The third limitation of the research will build a bridge with chapter 6, the recommendations for
further, future research. Even though the research provided some valuable results when looking at
the motives and the end-results of integrated reporting from a sustainability-perspective, it would
have been interesting to provide information on the relation between integrated reporting and
actual sustainability achievements.
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6

Recommendations

After careful consideration of the conclusions and results from this research, two recommendations
for further research will be provided. The first is to conduct a qualitative, comparative casestudy with
more than ten companies. As mentioned, most of the research on practical experiences with
integrated reporting, is done with quantitative research. Integrated reporting is not an easy subject,
however, so being able to give argumentations and motivations on their answers is very valuable.
The second recommendation for further research is to conduct a research that focuses on the
relation between integrated reporting and actual sustainability achievements. This research focused
on the perspective of the company: which motives did they have for integrated reporting and, after
implementing it, how do they look back on this? Did the motives match with the actual results? Even
though conclusions have been drawn from this, it would be very valuable to research if integrated
reporting really made the companies more sustainable. To achieve this, research will have to be
conducted on the actual numbers on sustainability: do companies, from the moment they started
with integrated reporting, have significant better achievements when it comes to sustainability? In
other words: are the results from this research a reflection from their actual achievements? This
research focused more on the potential integrated reporting has for sustainability, but can this be
proven with their actual numbers?
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