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INTEGRATED REPORTING AS A GAME CHANGER IN CORPORATE
REPORTING

It is a strongly backed perception hanging in the air what where is something wrong in
current corporate reporting’s priorities. Reporting does not convey all needed by users
information. Though the history of alternative approaches to corporate reporting,
which alongside with financial contain non-financial information dated decades
back, the maturity stage this idea is to be achieved. Two concepts have to be
mention as powerful examples of reporting concepts combining financial and
non-financial information: Global Reporting Initiative (GRI) and Integrated Reporting
(stylised by the IIRC as '<IR>'). The provisions of the letter one became apparent
only recently after The International Integrated Reporting (<IR>) Framework has been
published [1].

Integrated Reporting is about better communication between companies and the
investment community. Integrated Reporting is built around the organisation’s business
model and capital dependencies to provide a more complete picture of what impacts business
value. It provides a focus on issues that matter to stakeholders explaining the businesses risks
and opportunities within the wider business environment. Investors want to know the story of
a business and what drives value and future cash flows. The Integrated Reporting
framework can help provide this. <IR> is a process founded on integrated thinking that
results in a periodic integrated report by an organization about value creation over time and
related communications regarding aspects of value creation.

Integrated reporting is seen by the IIRC as the basis for a fundamental change in the
way in which organisations are managed and report to stakeholders. A stated aim of <IR> is
to support integrated thinking and decision-making. Integrated thinking is described in the
<IR> Framework as "the active consideration by an organization of the relationships between
its various operating and functional units and the capitals that the organization uses or affects"
[1,р.2].

<IR> demonstrates how organisations really create value: 1) It is a concise
communication of an organisation’s strategy, governance and performance; 2) It demonstrates
the links between its financial performance and its wider social, environmental and economic
context; 3) It shows how organisations create value over the short, medium and long term.

Increasingly, businesses are expected to report not just on profit but on their impact on
the wider economy, society and the environment. Integrated reporting gives a ‘dashboard’
view of an organisation’s activities and performance in this broader context, which will: 1)
Enable more effective decision making at board level; 2) Improve the information available to
investors; 3) Encourage more integrated thinking and business practices.

There are three fundamental concepts underpinning <IR>.
Firstly it is value creation for the organisation and for others. The value creation

process is depicted in Figure 1. An organisation’s activities, its interactions and relationships,
its outputs and the outcomes for the various capitals it uses and affects influence its ability to
continue to draw on these capitals in a continuous cycle.

Secondly - The capitals. The capitals are the resources and the relationships used and



affected by the organisation, which are identified in the <IR> Framework as financial,
manufactured, intellectual, human, social and relationship, and natural capital. However, these
categories of capital are not required to be adopted in preparing an entity’s integrated report,
and an integrated report may not cover all capitals – the focus is on capitals that are relevant
to the entity

Thirdly it is the value creation process. At the core of the value creation process is an
entity’s business model, which draws on various capitals and inputs, and by using the entity’s
business activities, creates outputs (products, services, by-products, waste) and outcomes
(internal and external consequences for the capitals).

Figure 1. The value creation process according to IR [1, р.13]

It is obvious that reporting influences behaviour. Integrated Reporting (<IR>) provides
the framework within which more long-term decisions can be made, unlocking financial
capital for investment as well as providing a more holistic picture of how value is created over
time. In short, <IR> contributes towards a more financially stable economy and sustainable
world. We believe <IR> signals the transition to better business reporting.

Ukraine is becoming more integrated into the international community. However,
business and education communities in post-Soviet countries tend to resist any changes
that, in turn, may slow the increase of financial reporting relevance to Ukraine.
Nevertheless investor demand might change the status quo. Promoting Integrated Reporting is
a step in the right direction, but it won’t be sufficient unless there is investor demand.
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