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Abstract
Global society is threatened by many social and ecological challenges, together they form a
complex environment defined in this thesis as the sustainability challenge. Organizations
have a major impact on this challenge, with business strategy being the leverage point. This
thesis identifies the gaps and recommendations to address those gaps to strategically move
organizations towards reaching a sustainable society. The <IR> Framework by the IIRC is a
reporting structure and method that includes sustainability elements within a business
orientated context. Through 20 interviews, report comparison and system analysis we have
generated the results. These highlight gaps with regards to planetary limits and lack of
directing organizations towards sustainability. Based on the findings we conclude that <IR>
can be a steppingstone by introducing organizations to sustainability elements within
business language. However, <IR> cannot be used as a standalone tool to reach a sustainable
society. <IR> does assist and succeed in making organizations more strategic, which prepares
them to move to sustainability. Overall, organizations acquire a broader perception and
understanding regarding non-financials. Recommendations include integrating systems
thinking, formulating ‘success’ and backcasting from it to strategically prioritize actions; also
referring to other tools and concepts that can assist in niche areas within <IR>.
Keywords: Integrated reporting, <IR> Framework, sustainability reporting, strategic
sustainable development, SSD, Framework for Strategic Sustainable Development, FSSD.
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Executive Summary
Since the history of human society on Earth, the negative impacts on the functioning of the
Earth’s system has never been so enormous (Pollack 2004). The roots of this trend can be traced
back to the Industrial Revolution, which on the one hand side together with the advancements
in science and technology, brought many positive developments for humanity. However, rising
population, growing resource use and the unsustainable consumption patterns have been
increasing the pressure on the Planet’s ecosystems and resources (Steffen et al. 2015).
Biodiversity loss, climate change, chemical pollution, water scarcity, deforestation and
inequality are some p (WWF 2018). All these phenomena together are what comprises the
sustainability challenge, which has been the biggest challenge humanity has ever faced (World
Economic Forum 2019).
Organizations play an important role in the sustainability challenge because they contribute
significantly to and also are affected by the impacts of the challenge. They are interconnected
with the economy, the society at large and the environment as well as with other organizations,
suppliers, customers and municipalities. Since the sustainability challenge is a complex system
and many of the management and reporting tools have different aims, it can be very difficult
for an organization to navigate among them and know what kind tool to use to contribute to a
sustainable development. Navigating this uncertainty relates to business strategy.
Business strategy is imperative for a business since it determines the high-level decision making
of an organization. It has a major influence on the organizations competitive advantage,
operation, performance, communication, and each business make decisions for these aspects,
including sustainability. The wide range of possible strategies translate into widely different
stances towards sustainability. With the increasing visibility of environmental and social issues,
businesses are increasingly more exposed to external pressure to show the performance of nonfinancial aspects (Herremans and Nazari 2016). Financial information in statements of
corporate reporting is still incomplete and inadequate in explaining the value creation process
of an organization and its nonfinancial risks (Serafeim 2016). As a result of these gaps in
financial reporting, a new form of reporting emerged in accounting, called integrated reporting.
Integrated reporting is in the intersection of sustainability reporting and financial reporting
(Adams and Frost 2008a; Kolk 2008) combining and connecting them together.
In this thesis, we look at sustainability from the point of view of the socio-ecological system
and use a systems perspective to analyze the thesis subject: the <IR> Framework released by
the IIRC (IIRC 2013e). Taking this perspective enables a strategic understanding with regards
to sustainability. Using a systems perspective is considered to be imperative in analyzing and
strategically addressing sustainability. Strategic meaning to navigate a complex dynamic
environment with regards to the long-term. For a business, this means leveraging business
opportunities that build into a desirable and fitting direction of the future.
As a research team, we argue that part of the desirable future has sustainability fully integrated
into society and have, therefore, a bias in this research and its conclusions. We argue that
moving towards this sustainable future has to be done strategically to ensure that actions build
into this long-term vision. Because of this, we approach sustainability from the perspective of
Strategic Sustainable Development (SSD) and apply this perspective throughout the research.
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Methods
This thesis intends to distill the strategic impact of integrated reporting regarding to sustainable
development as well as exploring the experience of practical use of the framework by
organizations. We use the answers to these explorations to formulate recommendations. This
translates into three research questions.
RQ1. How does the <IR> framework currently help an organization to move
strategically towards sustainable development?
RQ2. What are the experiences of the organizations currently using the <IR>
framework to move towards sustainability?
RQ3. How can the <IR> framework be improved to support organizations to address
the sustainability challenge from a strategic perspective?
The main methods for researching and answering the research questions are from a tool and
concept analysis and through interviews, backed up by data from academic and empiric
literature. The tool and concept analysis consist of the 5 Level Model (5LM) and Framework
for Strategic Sustainable Development (FSSD). These two tools are specifically developed to
analyze complex systems such as management structures (planning, decision-making,
analyzing) and the socio-ecological system (Robèrt et al. 2018) and are used to identify the gaps
with regards to <IR>’s own aims and the gaps to strategic sustainable development.
Twenty interviews were performed distinguished in five groups: users of <IR>, users of FSSD,
Advisors in Sustainability/Integrated/Financial Reporting, Experts in applying sustainability
and Founders and as the last group partners & connected organizations to the IIRC. The
interviewee´s point of view brought in depth and a broader understanding of experiences in the
field. Findings from an analysis of six <IR> reports were used to triangulate findings from the
interviews. The findings from these two sources are woven together in the result section relating
to appropriate topics and themes that emerged from an open coding analysis.

Tool and Concept Analysis
<IR> is a reporting tool that gives an overarching structure to a business model and how it
creates value. It provides guidance through guiding principles, content elements for the report,
and strategic concepts for an organization. It is a reporting tool to communicate performance
with a focus on strategy and longevity to external stakeholders. It is a tool that can assist in
decision-making processes by showing the relation between different forms of value and value
over time. It can be used by any organization from any sector, branch, country, or size. Listed
organizations with investors are the main target audience whom <IR> is primarily designed to
be used by. The primary intended reader audience of <IR> are investing entities, or providers
of financial capital as the IIRC calls it. Although the Framework mentions the planetary
boundaries as an example for environmental context, it does not explicitly include the link
between the dependency on the resource inputs such as natural capital and the consequences in
larger context. Which translates into <IR> not clearly acknowledging the sustainability
challenge. Certain elements in the background papers do align with some concepts of Strategic
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Sustainable Development, such as the idea systems thinking (IIRC 2013c), yet it doesn’t seem
to be applied in the framework.
It is unclear if <IR> fulfils its own four formulated aims, as there are mixed results from
academic and empiric literature (de Villiers, Venter, and Hsiao 2017; World Economic Forum
2018; Flower 2015; IIRC 2013e; Morrós Ribera 2016; Pistoni, Songini, and Bavagnoli 2018;
Poignant and Stensiö 2014; Reimsbach, Hahn, and Gürtürk 2018; Stacchezzini, Melloni, and
Lai 2016). <IR> does not have a clear vision statement and. Integrated thinking and the
materiality process of <IR> can be interpreted as strategic guidelines yet are formulated on a
high abstract level. Three of the six value creation capitals relate directly to the sustainability
principles of the FSSD. Natural capital is related to all three ecological sustainability principles
SP1, SP2, and SP3; Human and Social capital have a clear connection to the five social
sustainability principles SP4 to SP8. Users of <IR> can define any of the capitals for themselves
and is up to the user’s interpretation to include or exclude SP’s. There is no strategic guidance
as the framework intentionally allocates and accepts any form of prioritization for actions. Since
<IR> is designed for abstract and flexible use, it has no operational actions or tools mentioned
or referenced.

Interview and Report Comparison Findings
All users reveal that they started the process of <IR> with using only a few elements in their
first year. It takes two to a couple of years until organizations have matured in its usage. Most
reasons for using <IR> are named to be external, which includes following competitors and the
market, pressure from stakeholders, and regulatory reasons. The start of the process of using
<IR> is experienced and complicated for users. How this is done varies greatly, as
implementation varies between applying the concept or <IR> to the core of the strategy and
purely applying it as a reporting tool.
Users and experts do confirm that the process of using <IR> has an influence on the strategic
decision making of organizations and makes organizations look beyond financial values.
Looking beyond financials though is mentioned as being quite tricky, as organizations suddenly
have to deal with more dimensions in decisions making which organizations are not used to.
The result that comes out of the whole process of Integrated Reporting and influences decision
making is mainly due to the process of integrated thinking. This process is the underlying
mindset or approach that is closely connected to the strategy and is seen as the main and most
important aspect of <IR>. Integrated thinking is demonstrated by showing the connectivity in
the six capitals and the flow of value transformation between them.
The absence of KPI’s regarding non-financials is perceived as daunting, which shows in the
great variety of exercised KPI’s and approaches to defining the capitals in reports. As well, the
complexity and lack of guidance around the materiality process, which is deemed imperative in
the starting phase of <IR> is making the adoption of Integrated Reporting difficult for new
users. This flexibility and confusion surrounding the elements of KPI’s and materiality translate
into great variety on the scope to which extend external stakeholders are recognized and
included in the reporting process. Also, this variety is evident in reports, and in the amount of
depth and detailed that these elements are described.
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Investors (the main reader audience) are experiencing difficulty when it comes to handling nonfinancial information. Current systems and calculation models have difficulty processing and
handling non-financial information. Highlighted by experts’ interviewees, investors might be
interested in sustainability, but as non-financials do not fit in the calculation models properly,
they are mostly ignored. Overall, the stakeholder interest in Integrated Reporting and
sustainability is increasing, yet this trend is perceived as not increasing fast enough with regards
to sustainable development. There is a mixed reception of the actual <IR> reports, and fingers
are pointed at investors from users to support and push the sustainable trajectory of
organizations. There are, however, many sustainability related initiatives from the investors that
are gaining attention, with the most well-known and influential one being the Task Force for
Climate Disclosure. When asked how <IR> relates to sustainability, it repeated by all experts
and users that it strongly relates to the context of economic sustainability and less so social and
ecological sustainability.
The most immediate evident benefits come out of the process of using <IR> are related to
communication and collaboration. Communication increases between departments and also
result in stronger collaboration between departments, as well as aligning better to the
overarching strategy of the organization. Decision making improves, due to consequences and
transparency of decisions becoming more visible when using <IR>, which illustrate dilemmas
better to the nonfinancial capitals. Using the six capitals as decision making dimensions shows
the connection and consequences of decision making comprehensively and even makes ethic
issues visible.
<IR> reporting helps organizations in understanding the dependencies it is relying on, yet it is
not a full systems perspective. Natural, social and human capital have been described as being
too generic and incomplete without proper guidance for organizations to report on the six
capitals with meaningful accuracy and not having any form of boundaries like planetary
boundaries are mentioned as a major flaw by sustainability experts with regards to systems
thinking. Transparency, vision, or goals that are lacking to steer users to a sustainable trajectory
and the absence of any form of boundaries regarding social and ecological thresholds as the
most important gaps. Even so, <IR> is seen as a catalyst for becoming more strategic and
becoming more sustainable, as being strategic automatically would include sustainability in
some form. Many interviewees do acknowledge that using <IR> has generated actions that align
with sustainability. The most prominent impacts being a change in mindset regarding decision
making that includes sustainability aspects and integration of sustainability aspects into the core
strategy of organizations.

Conclusions
Conclusions are centered around our first two research questions. Answers to the third question
are described in the next paragraph and formulated as recommendations.
RQ1. <IR> can be a steppingstone as it does create awareness and assists introducing
organizations to sustainability elements within business language. However, besides this initial
orientation, <IR> cannot be used as a standalone tool to reach a sustainable society strategically.
RQ2. <IR> assists and succeeds in making organizations more strategic, which prepares them
to move to sustainability. Overall, organizations acquire a broader perception and
understanding of non-financial data and performance.
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Recommendations
The answers to RQ3 are presented as recommendations with the aim to address identified gaps
of the <IR> Framework from the perspective of strategic sustainable development. Five of the
eight recommendations relate to specific levels of FSSD, with the three others relating to
general improvements. On the systems’ level of the FSSD we recommended explicitly
recognizing the concept of nested systems and including or referring to a form of limitation or
boundaries with regards to larger systems, most notably the socio-ecological system.
In a sustainable society, planetary boundaries have to be mindful of and not be violated. On
the success level of the FSSD we recommend formulating or referring to a vision that has
integrated link to socio-ecological system and can be striven for by organizations that use <IR>
to direct their operational efforts.
There are no formulated strategic guidelines and relates to there being unclarity in the success
level. On the strategic guidelines level of the FSSD we recommend to include aspects that
prioritize actions that are likely to support to society’s transition towards sustainability and
progress towards it into the concept of integrated thinking and the process of materiality. Our
second recommendation regarding this level is to integrate backcasting as a method to define
strategic actions from.
There are also other recommendations that do not relate specifically to a level of the FSSD.
Two recommendation relates to the struggle users experience due to the overwhelming amount
of content. Our recommendation is to prioritize <IR>’s concept elements in a stepwise manner
that a starting organization can work towards. Essentially defining levels or stages before
reaching a full implementation of the framework. The second recommendation regarding this
issue is to use reporting cycles on multi-year level and use smaller annual cycles within them
to increase the focus on the long-term and decrease intensity in the reporting process.
The last recommendation relates to optimizing and connecting <IR> to other tools that could
add value in niche areas of the Framework. Our recommendation is to Refer to, direct or
implement other tools that could fit or assist in supporting non-financials in the overarching
‘umbrella’ structure of the Framework.

Contributions of this Research
This thesis has applied an SSD perspective on the reporting tool <IR> in the context of business
strategy and performance communication. This thesis provides insights into the <IR>
Framework that identify gaps in relation to strategic sustainable development. In addition,
recommendations are suggested that could improve the usability and align <IR> with SSD.
This research has inputs from a multitude of sources and the findings have been triangulated
between a system analysis, report analysis and interviews from multiple different stakeholder
groups from the reporting field. Backed up by academic and empiric literature. Through this
research the user organizations of the reporting tool are central, and the research is aimed at
aligning and optimizing their contribution to SSD. This research can be used by these user
organizations to increase that sustainability performance and be used by the founders, the IIRC,
to keep the development of the Framework moving forward and mature towards sustainability.
Page VIII

Glossary
Five Level Model (5LM)

“A model that aids in analysis, decision-making, and
planning in complex systems.” (Robèrt et al. 2018,
260).

Biosphere

“The part of the Earth that holds life, roughly
stretching from the upper limits of the atmosphere to
the lower layers of the soil, both on land and in the
ocean.” (Robèrt et al. 2018, 256).

Capitals

“Stocks of value on which all organizations depend
for their success as inputs to their business model, and
which are increased, decreased or transformed
through the organization’s business activities and
outputs.
The capitals are categorized in this
Framework as financial, manufactured, intellectual,
human, social and relationship, and natural.” (IIRC
2013e, 33).

Connectivity

“An integrated report should show, as a
comprehensive value creation story, the combination,
inter-relatedness and dependencies between the
components that are material to the organization’s
ability to create value over time.” (IIRC 2013c, 4).

Content elements

“The categories of information required to be
included in an integrated report; the Content
Elements, which are fundamentally linked to each
other and are not mutually exclusive, are stated in the
form of questions to be answered in a way that makes
the relationships between them apparent.” (IIRC
2013e, 33).

Integrated thinking

“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. Integrated thinking leads to integrated
decision-making and actions that consider the
creation of value over the short, medium and long
term.” (IIRC 2013e, 33).

Inputs

“The capitals (resources and relationships) that the
organization draws upon for its business activities.”
(IIRC 2013e, 33).

Page IX

Material/Materiality

“A matter is material if it could substantively affect
the organization’s ability to create value in the short,
medium or long term.” (IIRC 2013e, 33).

Outcome

“The internal and external consequences (positive
and negative) for the capitals as a result of an
organization’s business activities and outputs.” (IIRC
2013e, 33).

Outputs

“An organization’s products and services, and any
by-products and waste.” (IIRC 2013e, 33).

Socio-ecological system

“The combined system that is made up of the
biosphere, human society, and their complex
interactions.” (Robèrt et al. 2018, 267).

Stakeholders

“Those groups or individuals that can reasonably be
expected to be significantly affected by an
organization’s business activities, outputs or outcomes, or whose actions can reasonably be expected
to significantly affect the ability of the organization to
create value over time. Stakeholders may include
providers of financial capital, employees, customers,
suppliers, business partners, local communities,
NGOs, environmental groups, legislators, regulators,
and policy-makers.” (IIRC 2013e, 33).

Strategic Life Cycle Assessment

“A combination of the FSSD and Life Cycle
Assessment (LCA) thinking and allows decisionmakers to look at a product´s sustainability aspects
from a big picture perspective.” (Robèrt et al. 2018,
268).

Sustainability challenge

“The systematic errors of societal design and basic
operation that are driving negative effects on the
socio-ecological system, and the obstacles to fixing
those errors.” (Robèrt et al. 2018, 269).

Value Creation

“The process that results in increases, decreases or
transformations of the capitals caused by the
organization’s business activities and outputs.” (IIRC
2013e, 33).
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List of Abbreviations and Acronyms
5LM

5 Level Model

(XIR)

Code number for reviewed integrated reports, see Appendix A

(XIW)

Code number for interviewees, see Appendix B

A4S

Accounting for Sustainability Project

ACCA

Association Chartered Certified Accountants

BTH

Blekinge Tekniska Högskola, (Blekinge Institute of Technology)

CIMA

Chartered Institute of Management Accountants

CDP

Carbon Disclosure Project

CSR

Corporate Social Responsibility

ESG

Environmental Social Governance

FSSD

Framework for Strategic Sustainable Development

GDP

Gross Domestic Product

GDPR

General Data Protection Regulation

GRI

Global Reporting Initiative

IFAC

International Federation of Accountants

IFRS

International Financial Reporting Standards

IIRC

The International Integrated Reporting Council

IIRF

The International Integrated Reporting Framework (<IR>)

<IR>

Integrated Reporting

ISO 26000

ISO Standard for Guidance on social responsibility

ISO

International Organization for Standardization

JSE

Johannesburg Stock Exchange

KPI

Key Performance Indicators

NGO

Non-Governmental Organization

SLCA

Strategic Life Cycle Assessment
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PRI

Principles for Responsible Investment

SASB

Sustainability Accounting Standards Board

SDG

Sustainable Development Goals

SP

Sustainability Principles

SSD

Strategic Sustainable Development

TCFD

Task Force on Climate-related Financial Disclosures

TNS

The Natural Step

WBCSD

World Business Council for Sustainable Development

WICI

World Intellectual Capital Initiative
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1

Introduction

We are living in a world with increasing uncertainty and controversy shaped by our societal
design (World Economic Forum 2019). Social tensions, as well as our footprint on nature, is
globally increasing over time (WWF 2018). This is evidenced by problems such as growing
poverty and erosion of trust, climate change, and loss of biodiversity (United Nations
Department of Economic and Social Affairs 2013). This trend is creating a significant threat
for humans to meet their physical, emotional, and social needs as well as the well-being of the
Planet (Max-neef 1991). All these problems are inter-related and symptoms of the problematic
societal design that humans have built (Robèrt et al. 2018; Stafford-Smith et al. 2012). There is
a need to redesign our societal structure and our relationship with nature in order to meet human
needs within the ecological limitations of the Planet.
Organizations having gained power from the economic system have become the major
contributor to these environmental and social problems through their activities and products
along the value chain for the sake of maximizing profits in the short term. There is a growing
concern from actors in society about the negative impacts of the organizations to society as well
as whether these organizations will be able to exist over the long-term period due to the
changing environmental and social conditions. In order to meet this need, organizations are
using various tools to communicate their way of conducting business, what they are offering to
society, and how this ensures their existence.
One traditional way for an organization to present its value proposition to others is through
financial reporting. This type of reporting usually is only focused on financial value and lacks
information about the social and ecological impacts of the organization. The social and
ecological impacts are usually reported in a separate report, which is referred as sustainability
report. Aiming to bridge these two different standalone reporting methods and illustrate the
connection between various types of resources to the overall strategy of the organization
integrated reporting movement has emerged.
This thesis examined the Integrated Reporting Framework developed by the International
Integrated Reporting Council (IIRC) and released in 2013 (IIRC 2013e). The Integrated
Reporting Framework is a principle-based reporting guideline for organizations to create an
integrated report which is abbreviated as <IR>. It aims to present not only financial data but
also non-financial information that the organization’s business model is dependent on (IIRC
2013e) It encourages integrated thinking to understand and describe the connections and
dependencies among different resources (capitals) over the short, medium and long term and
disclose this information through issuing an integrated report. The primary target group for
<IR> is providers of financial capital in order to enable them to allocate financial capital more
effectively and productively.
In summary, this thesis aims to analyze the contribution of <IR> Framework to move
strategically towards a sustainable society. The main audience of this thesis is both <IR>
practitioners and the IIRC and other contributors of the development of the <IR> Framework
as well as the researchers in the academic field. As a start, the context of the sustainability
challenge and its relationship with the economy, business, and strategy was explained.
Integrated reporting field was situated in the larger system and its leverage potential in
strategically moving towards sustainability was explored.
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1.1

The Sustainability Challenge

Since the history of human society on Earth, its negative impacts on the functioning of the
Earth’s system has never been so enormous (Pollack 2004; Steffen et al. 2005). The roots of
this trend can be traced back to the Industrial Revolution which on the one hand side together
with the advancements in science and technology, brought many positive developments for
humanity such as the increase in the average life expectancy and mass production of material
goods which contribute to comfortable lives (Harari 2016). For the first time in history, there
are parts of the world where almost all the people can satisfy their material needs, and even
over satisfy them in many cases (Jung 2014).
However, rising population, material growth based economic activity coupled with growing
natural resource use and continuing rise in the use of fossil fuel based energy and the
unsustainable consumption patterns have been increasing the pressure on the Planet’s
ecosystems and resources (Steffen et al. 2015). This means that human well-being which is
dependent on the ecosystem services of the Planet such as the provision of food, water, energy,
the natural systems including climate and adequate levels of oxygen for life to exist is in danger
(Carvalho et al. 2018; Ecosystem Assessment Millennium 2005; Steffen et al. 2015). Material
growth-based economic activity, capital market mechanisms and profit-driven business
practices play a major role in this unsustainable trajectory by systematically exploiting the
natural resources and physically degrading the nature by deforestation, overfishing and
producing excessive waste and causing pollution more than nature can absorb (Willard 2012).
Nature is self-regenerative, but it has its own limits. This way of living, consuming and
conducting business, do not match with the limitations of the Earth’s resources and life support
systems upon which society’s health, prosperity, and lives depend. This unsustainable trajectory
has started to alter the functioning of the Earth system at the global scale (Steffen et al. 2011).
It has been scientifically proved by the world’s leading climate scientists that due to the humandriven greenhouse gases from the burning of fossil fuels, Earth’s average temperature is 10C
warmer than preindustrial levels (IPCC 2014). One million animal and plant species are
threatened with extinction (IPBES 2019). In other words, the capacity of the socio-ecological
system is systematically degraded due to the systematic errors of societal design which are
driving human’s unsustainable effects on the socio-ecological system (Robèrt et al. 2018).
The problems and the severity of their effects are increasing over time globally and come in a
great variety of forms biodiversity loss, climate change, and chemical pollution, water scarcity,
deforestation and inequality (WWF 2018). All these phenomena together are what comprises
the sustainability challenge, which has been the biggest challenge humanity has ever faced
(WBCSD 2010; World Economic Forum 2019). The funnel metaphor originally created by
Holmberg and Robert (2000) visible in Figure 1 facilitates an understanding of the dynamics of
the sustainability challenge and the systematic degradation of the socio-ecological system over
time as well as related opportunities for acting proactively. The wall in the figure representing
tipping points of the socio-ecological system. Acting proactively and taking strategic actions to
move from an unsustainable state towards a sustainable society, as shown in the cylinder shape,
does not only help to avoid the risks but also offers various opportunities. Taking this one step
further is to increase the system’s capacity through restorative actions, which is visualized on
the right side of Figure 1 with the widening of the funnel.
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Figure 1. Adopted visualization of the funnel based on the journal
article by Holmberg and Robert (2000)

1.2

The necessity of Systems Thinking to deal with the Sustainability
Challenge

In order to overcome the complex challenges of sustainability and shift to a sustainable society,
a thorough understanding of the characteristics of the challenges should be established. The
Earth is a complex system with a large number of parts interacting in complex ways that
generate behavior, which sometimes cannot be predictable. Due to the high level of
connectedness between the parts, change in one part may trigger bigger changes in the distant
parts and after a long-time delay. Also, some changes might cause to reach to points (thresholds)
which if exceeded, might not be possible to go back to the original state. So, in order to improve
a complex system, there is a need to look at the whole system instead of looking at parts
separately. Thus, systems thinking, which concerns the relationship between the part and the
whole and looks at the underlying process is necessary to deal with the sustainability challenge
(Capra 1985).
Another important problem regarding the sustainability challenge is that there is still no clear
definition of sustainability. The generally accepted and defined concept of sustainable
development is the Brundtland Commission (World Commission on Environment and
Development 1987):
“Sustainable development is a development that meets the needs of the
present without compromising the ability of future generations to meet their
own needs.”
― World Commission on Environment and Development
This definition is open to different interpretations, which creates confusion. It does not provide
enough guidance for organizations in identifying the main problems and what they should be
changing. This creates ambiguity in the reporting field too. Therefore, there is a need for a
definition of sustainability which can support organizations in navigating towards a sustainable
direction. The definition of sustainability will be further explored in paragraph 1.7 and 1.8.
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1.3

The Economy in relation to the Sustainability Challenge
“The idea that price determines value and that markets are best at determining
prices has all sorts of nefarious consequences.”
―Mariana Mazzucato, The Value of Everything

The economy is a social construct, created as a system for trade (Cook 2017). The introduction
of trade has boosted humanity and had many advantages, such as that it allowed for
specialization within communities. Over time, this system for trade has shifted from being a
means to something else, to a goal in itself. The neoclassical economic worldview which sees
the growth of the economy as the only ultimate goal has become the dominant worldview
(Ingebrigtsen and Jakobsen 2012). Increase of the economic growth measurement indicator
known as the gross domestic product (GDP) has become the main purpose (Daly 1999).
Although, GDP growth has brought higher living standards and jobs for some parts of the world,
most of the benefits are felt by a privileged few (OXFAM 2017). Inequality remains high, half
of the world’s net wealth belongs to the top 1% (Credit Suisse 2013) while 10% of world
population are living on less than two dollars a day and 46 percent of people worldwide, 3.4
billion people are struggling to meet their basic needs (The World Bank 2018).
In short, economic growth based on GDP growth has not brought shared prosperity to the world
and moreover fueled organizations with competition leading to degradation of natural resources
(Daly, Herman E., John B. Cobb 1994).

1.4

Organizations and Sustainability

With the globalization of the economic trading system, organizations have increasingly gained
power. The private sector accounts for 90 percent of all jobs (The World Bank 2013) and 60 %
of global GDP in the developing world (IMF 2013), making business one of the most powerful
actor in the system. “We no longer have 'organizations in society' but rather 'a society of
organizations” (Jonker 2000).
Organizations play an important role in the sustainability challenge because they contribute
significantly to and also are and will be affected from the impacts of the challenge. Also,
organizations themselves are complex social systems (Ackoff and Wardman 2011) which can
be considered as sub-systems of the system of society which designs the economic system.
Environment is the overarching system of all the other systems are dependent on as illustrated
in the Figure 2. This means that organizations are interconnected with the economy, the society
at large and the environment as well as with other organizations, suppliers, customers and
municipalities. Thus, transforming organizations to contribute to a sustainable society requires
being strategic which means understanding of external and internal conditions and the actors
within that that context as well as having a clear picture of where to reach in the future.
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Figure 2. Abstract view of nested
systems within the environment
The dominant model of the organizations draw on neoclassical economic theory and focus on
maximizing profit, creating shareholder value, and generating a return of investment (Cook
2017). This leads to overexploitation of natural resources as inputs to the products and/or
services whereas waste from manufacturing, use, and disposal is dumped to the environment at
little or no cost to the producer (Daly, Herman E., John B. Cobb 1994). Consumption is
encouraged for continuous growth (Willard 2012). Commonly owned resources are consumed
ruthlessly for the sake of business growth, and none of the actors is taking responsibility for
their role (Hardin 1968). However, overconsumption contrasts with the finite resources of the
Planet. More than 30 years ago, the book “The Limits to Growth” had warned humanity that
natural resources are being drawn faster than they can be restored and waste and pollution are
being released faster than the world can absorb which might lead to overshoot of the resources
which means global collapse of the civilization (Meadows et al. 1972). Recent UN report has
similar findings. Per capita use of mineral uses including fossil fuels has been increasing, and
if this current trend of consumption continues, with the global population reaching to 9.6 billion
by 2050, the equivalent of almost three planets would be required to provide the natural
resources required to sustain human lives (United Nations 2010).
Thus, short-term profit maximization and creating shareholder revenue-focused business
model, which sees everything else secondary, is systematically undermining the ability of
people to meet their basic needs and leading to the loss of trust in society.
1.4.1

Implications for Businesses
“There is no business to be done on a dead planet.”
―David Brower

This unsustainable trajectory has major consequences for the business. All organizations are
nested in society and dependent on the resources of the Earth. To an individual organization,
"hitting the funnel wall" means to suffer the consequences of being relatively more part of the
problem than other organizations. Challenges include gradually increasing risk of being hit by
harsh legislation, scarcity of raw materials which will lead to higher costs, loss of customer and
loss of employee motivation and retainment, loss of competitiveness and increased insurance
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and waste management costs as well as further costs to cover physical damages from the
sustainability challenge related issues (Willard 2012). Also, there is already a growing number
of investors recognizing these risks and taking into consideration environmental, social, and
governance (ESG) factors when making decisions (E.Y. 2018). According to a recent study, 60
% of investment board members are willing to divest from companies with a poor sustainability
performance (MIT Sloan Management Review and Boston Consulting 2016).
Thus, if this trajectory continues, both the society and the business and the Planet will lose. On
the other side, there are various benefits if business embeds sustainability into their core
business.
1.4.2

Sustainability as a Business Case

Proactive organizations which adopt sustainable business strategies will avoid future socioecological risks and will remain relevant, competitive, reduce their costs, and increase their
revenue (Willard 2012). Besides organizations’ internal motivations, there is a growing
pressure from various actors of the society, including NGOs and customers and governmental
authorities, investing community to take into account the limitations of the world’s capacity to
regenerate and expectations of the stakeholders (EY and GRI 2014). Amongst new generations,
there is an increasing demand for more sustainable products and services (Deloitte 2012), and
67% prefer to work for social organizations (Nielsen 2014). Greater sustainability performance
will make organizations more attractive to both customers and employees. Thus, relating this
to the funnel metaphor introduced earlier, organizations which proactively working towards
sustainability are contributing to the well-being of the people and the Planet and are more likely
to fit within the future.
In summary, organizations which want to mitigate the risks and seize the opportunities are
acting proactively because in addition to be the right thing to do, embedding sustainability,
makes a good business case. In order to achieve this, the business strategy needs to be changed.

1.5

Business Strategy and Reporting

Business strategy is imperative for a business because it determines the high-level decision
making of an organization. Strategy has a major influence of the organizations competitive
advantage, operation, performance, communication, and every business make decisions for
these aspects, including sustainability. Each business employs a business model that in some
way financially sustains itself, either explicitly or implicitly stated (Teece 2010), which
translates to businesses having widely different strategies with widely different stances towards
sustainability. “Good business model design and implementation involve assessing internal
factors as well as external factors concerned with customers, suppliers, and the broader
business environment” (Teece 2010), suggests that ‘good business’ incorporates or is at least
aligns with sustainability thinking. Effective business strategies use this understanding to
navigate and adapt their businesses to the emergence in their environment. Being strategic
relates to navigating a complex dynamic environment with regards to the long-term. For a
business, this means leveraging business opportunities that build into a desirable and fitting
direction of the future. The strategy is the connection between all the actions taken and also
what direction the whole business leads to. Since strategy is the overarching connector, it is
imperative when it comes to long-term thinking and sustainability.
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Reporting is increasingly recognized as a key component of strategy as businesses show their
performance through reporting. There are various types of reports that the organizations prepare
that include different types of information which will be explored in the next section.

1.6

Financial, Sustainability and Integrated Reporting

Corporate reporting field includes various forms of financial and non-financial reporting
practices. This section will present information about these reporting practices.
1.6.1

A Shift is happening in Traditional Reporting

Financial reporting is mandated by the regulations imposed by governmental agencies driven
by dominant neoclassical economic worldview (Gray 2006). These reports are prepared in line
with the traditional accounting profession, which is designed mainly to capture the financial
value and target financial providers and shareholders. Performance is measured mostly with
financial and productivity indicators, which has its shortcomings with regards to strategy, suboptimization, and sustainability (Tangen 2004).
With the increasing visibility of environmental and social issues, businesses are increasingly
more exposed to external pressure to show the performance of non-financial aspects
(Herremans and Nazari 2016). There is a demand from all parts of society for organizations to
be more transparent about their sustainability impacts and use of sustainability-related reporting
(Ernst & Young LLP and the Boston College Center for Corporate Citizenship 2013) EU
Directive on Non-financial and Diversity Information which went in effect in 2017 illustrates
one regulatory demand for greater business transparency and accountability on social and
environmental issues (European Parliament and the Council of the European Union 2014).
There have been attempts to assist organizations in their reporting with the tools like ISO 14000,
the Social Accountability 8000 Standard, and GRI (Lozano and Huisingh 2011). Part of the
intention and purpose of these non-financial reporting methods is to reflect a more ‘realistic’
performance by indicating a business’s effect on social and ecological entities (Lozano and
Huisingh 2011).
Sustainability reporting could be defined as “an organization’s practice of reporting publicly
on its economic, environmental, and/or social impacts, a hence its contributions-positive or
negative-towards the goal of sustainable development” (GRI 2016). It focusses mostly on social
and environmental aspects without much related financial information. Benefits of
sustainability reporting include improved reputation, increased employee and customer loyalty,
more accurate information about organization’s corporate social performance, waste reduction,
improved relationships with regulatory bodies, better risk management, cost savings
(Reimsbach, Hahn, and Gürtürk 2018; Ernst & Young LLP and the Boston College Center for
Corporate Citizenship 2013). One of the most widespread sustainability reporting guidelines
used by these organizations has been the Global Reporting Initiative (GRI). According to
KPMG research, more than 90 percent of the G250 companies issue a sustainability report, and
75 percent of them use the GRI Framework (KPMG 2017). However, GRI based sustainability
reporting has been criticized as not being reflective of the organization’s overall strategy and
focusing on the past performance without a thorough analysis of the organization’s relation
with the larger context (Dumay, Guthrie, and Farneti 2010).
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Thus, organizations increasingly have been publishing separate stand-alone financial and
sustainability reports which are not aligned with each other and prepared by different
departments.
1.6.2

Gaps in Financial Reporting

Both the accounting profession and financial capital providers are nested within the economic
system, which is dominantly driven by material growth. Current accounting methods with this
main driver is formulated to measure only profit and financial value for business and investors.
However, it does not capture true environmental and social costs such as pollution and indecent
labor practices, which are sometimes even accepted through subsidies and taxes (Worldwatch
Institute 2006). Some investors and accountants have expressed concerns about the traditional
financial business reporting model for not being able to capture the information needed to assess
an organization’s past and future performance because financial information is incomplete and
inadequate in explaining the value creation process of an organization and its nonfinancial risks
(Eccles 2017; Serafeim 2016).
Since organizations are dependent on the natural resources and Earth’s life-supporting systems
for their existence, it is crucial that the accounting system aligns with a sustainable trajectory.
As a result of these identified gaps of financial reporting, a new form of reporting emerged,
integrated reporting.

1.7

The Relation between Reporting and Sustainability

Reporting is made with the intention to inform, provide interpretation, communicate with
stakeholders, develop an information base, check if standards or KPI’s are met and usually also
to assist the target audience in decision making (The Business Communication 2014).
Moreover, reporting as a system does not exist in isolation and is connected to various other
systems within a business and has an important role in information gathering, accounting,
business performance communication, and even strategizing. Furthermore, although <IR> is
primarily a reporting tool, it has also elements that purposely are designed to be used in the
context outside of reporting by heavily trying to have leverage in the system of business strategy
with its fundamental concept of ‘integrated thinking.’ With the concept of integrated thinking,
<IR> aims to support organizations in being strategic, which will be explained further in
paragraph 1.9. and in the result section in chapter 4.
1.7.1

Sustainability as a Desirable Future

As a research team, we argue that part of the desirable future has sustainability fully integrated
into society and have therefore, a bias in this research and its conclusions. We argue that moving
towards this sustainable future has to be done strategically to ensure that actions build into this
long-term vision. Because of this, we approach sustainability from the perspective of Strategic
Sustainable Development (SSD).
1.7.2

Applying a Sustainability Lens to Reporting

Applying the lens of Strategic Sustainable Development to look at business reporting brings
out key elements which are relevant in collecting and analyzing data in this thesis. Effective
reporting that contributes to strategic sustainable development should have these embedded.
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The first word of SSD, strategic, can be used in a different context for reporting. Important uses
of ‘strategic’ for reporting identified are: using reporting strategically, communicating/showing
strategy, showing strategic performance and building a database with key strategic indicators.
This first angle on reporting of using reporting as tool strategically is important for a business
since it is anchored in ‘strategic business.’ Showing strategic performance and communicating
this shows a business in the larger context and should show the connection between actions
taken and future actions. With regards to sustainable development, these strategic angles should
extend to include society and the global ecological system. This translates to showing a systems
perspective in the report since, without it, it could lead to oversimplifying a part of a (sub) entity
or system that fails to show complex relations to other parts and systems. In SSD, this
phenomenon and pitfall are seen as reductionism.
Besides the core aspects of any report to be effective, there are specific aspects that make a
report effective from an SSD point of view. The first being the strategy of a business that aims
to reach a sustainable society. A second aspect is strategic indicators that show the strategic
performance and its (mis-)alignment towards a successful sustainable society. A third aspect is
showing an understanding of the interrelation to other systems which include society and nature
through a systems perspective. A closely related fourth aspect in this is the acknowledgment of
complexity and how the business deals and navigates this.

1.8

Framework for Strategic Sustainable Development

The ambiguity of the concept of sustainable development and the complexity of the
sustainability challenges shows the need for an overarching concept which assists to navigate
in this condition. Furthermore, there are large number of reporting tools and management
frameworks on the market today such as <IR>, GRI, IFRS Standards, ISO 26000 and ISO
14001 to assist organizations. There is a need for a systematic method of reviewing these tools
which refers to the wider context of the sustainability challenge. Overarching, unifying
conceptual framework is necessary with a systems perspective which helps in strategic decision
making. Such a framework should help decision makers ask the right questions, and identify
which information is relevant and what is lacking.
Strategic sustainable development (SSD) has unique qualities that meet all these criteria. The
“Framework for Strategic Sustainable Development” (FSSD) was specifically developed as an
overarching unifying framework to support the coordinated use of complementary tools and
concepts and was therefore selected as a key framework for this thesis research. It was
developed through an international scientific consensus process between scientists and
practitioners from various fields. It includes a defined vision of a sustainable society bound by
eight principles and supports organizations in problem analysis, planning, and decision-making.
In order to be strategic with regards to moving towards sustainability, there is a need to use a
strategic planning method in order to have a shared language, coordinate actions and prevent
unintended consequences and optimize resources. SSD employs backcasting approach that
envisions the desirable future situation and plans to reach that vision in a step-by-step approach
based on the current situation serves for this purpose.
In SSD perspective, backcasting approach has been operationalized with ABCD application
procedure. This includes step A, awareness of the development of a desirable vision framed by
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eight SPs which the organization wants to reach, step B current reality assessment in regards to
attaining that vision, step C list of creative ideas to bridge gap between the desired vision and
the current situation and step D prioritization of the ideas and actions in order to move
systematically toward the vision.
FSSD comprises a model of the following five levels in order to clarify differences and interrelationships between entities in the sustainability context (Broman and Robèrt 2017).
System Level includes the principles for the functioning of the global system. Scientific laws
and knowledge to understand the system that need to be sustained. It outlines the need to outline
the more intrinsic system to any organization, value chains and other stakeholder networks, as
well dependencies on material and energy-flows from ecosystem. Examples: The laws of
conservation of energy and matter, the second law of thermodynamics, photosynthesis, and
humans being social species.
Success Level includes the full vision of a sustainable society and all its conditions. The vision
is framed by three ecological and five social sustainability principles (SP´s).
SP´s help organizations identify their negative and positive contributions to the sustainability
challenge through their activities across their value chains for their products and services. These
Principles were developed by identifying the mechanisms of unsustainability and by adding a
“not” in front of them. This made it possible to identify the things the society including the
organizations should stop doing in order to reach a sustainable society. SPs of the FSSD are the
only principles that are designed to be useful for backcasting planning and redesign for
sustainability.
In a sustainable society, nature is not subject to systematically increasing…
SP1

Concentrations of substances extracted from the Earth’s crust (e.g., fossil carbon or
metals)

SP2

Concentrations of substances produced by the society (e.g., systematically increasing
concentrations of ozone-depleting substances such as chlorofluorocarbons (CFCs)

SP3

Degradation by physical means. (e.g., overfishing, landfill areas)

And in that society, people are not subject to structural obstacles to…
SP4

Health (e.g., unhealthy working conditions)

SP5

Influence (e.g., suppression of free speech)

SP6

Competence (e.g., obstacles for education)

SP7

Impartiality (e.g., discrimination)

SP8

Meaning making (e.g., suppression of cultural expression)

Strategic Guidelines are the prioritization guidelines and criteria for selecting strategic actions,
which is done through a backcasting method. Backcasting meaning that the success level is set
as a goal and vision framed within the 8 Sustainability Principles, and actions are formulated
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that can lead towards this vision. Three main prioritizations questions are used to select the
actual actions which can be implemented in the short term, medium term and long term.
1. A flexible platform for future actions: “steppingstones” that other actions can be
further build on.
2. The pace of progress towards a vision: the speed at which actions move towards the
success.
3. Return on investment (ROI): the likelihood of having sufficient return on investment.
Actions Level includes the concrete actions that can be taken towards achieving the
organization’s vision. Some examples could be phasing out toxic metals or putting photovoltaic
panels.
Tools Level assist actions to be really strategic to arrive at success in the system. It includes
the tools and concepts should be examined for possible use with FSSD. Examples are: Planetary
Boundaries, Life cycle assessment
The main reason for the selection of the two tools presented below was because they were
specifically developed to plan and act within the complex systems such as management
structures and the socio-ecological system. The 5 Level model is a general model to analyze
complex systems and is used in the thesis to the efficiency of the integrated reporting. The
FSSD follows the same structure as the 5-level model but has additional aspects from Strategic
Sustainable Development integrated within it. With the FSSD, the effectiveness of Integrated
Reporting is determined in regard to Strategic Sustainable Development and is closely
connected to the first research question.
1.8.1

The 5 Level Model

The 5 Level Model (5LM) (Robèrt et al. 2018) is a structure that will clarify the relationships
between the tool´s overall system where it will be used or operate and the planning processes
to achieve a defined success and desirable future. I also give a structure to identify the strategic
plan in order to choose and prioritize among actions that will be taken to accomplish success.
Added to that, it also helps to structure other forms of support or tools that can help the decision,
monitoring, etc. to arrive at success. This thesis will use the structure of 5LM to analyze the
levels of; system, success, strategic guidelines, actions and tools within the <IR> Framework.

1.9

Integrated Reporting <IR> Tool
“The “The Framework is a tool for the better articulation of strategy, and to
engage investors on a long-term journey to attract investment that will be
crucial to achieving sustained, and sustainable, prosperity.”
―Professor Mervyn King, Chairman, IIRC

The IIRC was founded by the initiative led by Prince Charles, the Prince of Wales in 2009 (A4S
and GRI 2010). In one of his press conferences, he acknowledged the sustainability challenge
and recognized decision makers in the financial world as the key actors to overcome this
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challenge and therefore suggested that business decisions and financial reporting systems
should align towards battling this challenge (A4S and GRI 2010). Thus, the Prince’s
Accounting for Sustainability Project (A4S) together with the Global Reporting Initiative (GRI)
in 2010 supported the development of the IIRC with the intention of creating a globally
accepted framework for accounting for sustainability (IIRC 2011).
The IIRC is a non-profit organization that relies on donations and contributions from a range
of sources (IIRC n.d.). It is a global coalition of regulators, investors, companies and NGOs
however its Council and partners consist mostly by accountant related organizations.
The IIRC published the latest version of the <IR> Framework in 2013 which was developed
with the contributions of 140 businesses and investors from 26 countries. The <IR> Framework
defines an integrated report as “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 2013e, 33).
1.9.1

Purpose of <IR>

The main purpose of <IR> is to give a better overview to the financial providers mainly
investors about the performance of an organization by explaining its value creation process over
time because the availability, quality and affordability of inputs can affect the organization’s
longer term viability. (IIRC 2013e). The <IR> Framework asserts that investors are mainly
interested in the value an organization creates for itself and might also be interested in the value
it creates for others if the value the organizations create for others affects the organization itself
too (IIRC 2013e). The rationale behind is that if the organization can create value for itself, this
would ensure the financial returns of the investments (IIRC 2013f).
According to <IR> Framework, an organization’s ability to create value over time is dependent
on a wide range of factors, interactions and relationships (IIRC 2013e). Thus, the Framework
aims to provide insight about the resources and relationships used and affected by an
organization- which are referred as “the capitals” (IIRC 2013e, 4). It defines six capitals which
are financial, manufactured, intellectual, human, social and relationship and natural (IIRC
2013e). <IR> Framework aims to assist organizations in disclosing their “business model”
through value creation process which is the core of the organization. It provides a description
of business model which draws on various capitals as inputs and, through its business activities,
converts them to outputs (products, services, by-products and waste) which lead to outcomes
in terms of effects on the capitals (IIRC 2013e, 13). This is illustrated in the Figure 2 and a
more in-depth definition of the capitals and the different elements of <IR> can be found in
Appendix A.
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Figure 3. The value creation process (IIRC 2013e, 13)
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2

Purpose of the Research

This research studies whether the use of the <IR> Framework by organizations can contribute
to a more sustainable society. The purpose is to analyze <IR> in the current version and how
it is performed in relation to a strategic sustainable development perspective. Looking at its use
through the lens of Framework for Strategic Sustainable Development (FSSD) will make clear
what unique value <IR> has in the field of integrated reporting for organizations and the
sustainability challenge. The <IR> Framework includes both financial and non-financial
reporting in the six capitals. The main focus for this research is on the non-financial capitals:
human, social and natural. They relate directly to social and ecological elements of SSD with
its eight sustainability principles. As SSD does not include the financial system specifically the
financial focused capitals have taken a lower amount of attention in the research.

2.1

Research Questions

With these research questions, we try to distil the strategic impact of integrated reporting
regarding to sustainable development. We look at the relation between <IR> and the
sustainability challenge and see what <IR> contributions and gaps are for moving organizations
towards sustainability. We also want to explore the experience of practical use of the framework
by organizations to uncover if the <IR> is effective and useful for organizations and providers
of financial capital. As well as delivering improvements for addressing the gaps identified.
This translates into three research questions.
RQ1. How does the <IR> Framework currently help an organization to move
strategically towards sustainable development?
RQ2. What are the experiences of the organizations currently using the <IR>
Framework to move towards sustainability?
RQ3. How can the <IR> Framework be improved to support organizations to address
the sustainability challenge from a strategic perspective?

2.2

Scope and Limitations

The scope of the research focusses on organizations that use <IR> and how <IR> can be
enhanced to move organizations strategically towards sustainability and usability. Next to the
users as the main research subjects, we also included investing organizations in our scope. They
are the main audience of <IR> reports and are of influence on its success of as a reporting tool.
Reports are scoped towards English written reports, with one exception that is in Swedish.
Reports have been selected based on diversity regarding, geography, business sector and page
number. As well as for interviews, they have all been spoken in English with one exception that
was done in Swedish. Geographic scoping for interviews is focused on Europe, North America
and South Africa, because of the accessibility of interviewees in these areas. The FSSD and its
5LM structure is the only tool that was used to analyze and structure sustainability throughout
this research.
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3

Research Methods

This section provides a description of the research design. Overall, a qualitative approach is
used for the research and answering the research questions. Qualitative research focuses on
words and meaning and acknowledges that some knowledge is subjective. Qualitative studies
involve description and interpretation aspects (Savin-Baden and Howell Major 2013) which
suits well with the main aim of this study which is descriptive in nature. A broader
understanding and knowledge will increase the credibility of this thesis, and therefore the
research design is based on an inductive triangulation approach. Triangulation is used for
multiple methods in the data collection (Savin-Baden and Howell Major 2013). This approach
was chosen to increase the researchers understanding of the thesis topic to answer the research
question and strengthen the validity of the outcomes of this research. The main research
methods used are:
x
x

x
x

Data collection through academic and empiric literature reviews.
Tool and concept analysis
 System analysis through a five-level model (5LM).
 System analysis through the framework of strategic sustainable development
(FSSD).
Desk study research through the use of external feedback documents such as surveys,
conference summaries, stakeholder reports, and organizations integrated reports.
Semi-structured interviews with user organizations of <IR>, experts in financial,
sustainability and integrated reporting, financial investors, and experts in strategic
sustainable development.

The major limitations in for thesis have been the compressed amount of time for research and
the difficulties in the comparing of the reports. The numbers of interviews with experts, users,
and financial providers, together with reviewed reports, limits the extent of the survey.

3.1

Ethics

The research does not involve or concern vulnerable groups or individuals but is focused on
professional business as the subject of data collecting and analysis. The reviewed annual and
integrated reports that are analyzed are open and published on IIRC and the organization's
website. A questionnaire for registration of personal data processing in student projects was
completed and handed over to BTH. The University is the data controller for all processing of
personal information within the university's operations (Blekinge Tekniska Högskola 2019).
Personal data is information of any form that can be related directly or indirectly to a living
individual. It acknowledges that the interviewee has been informed of the needs of research and
has understood what is expected and that it agrees to participate in the interview (Denscombe
2017). The interviews conduct questions were not considered as sensitive. The interviewees
were asked for consent and permission to record and transcribe the interviews before starting.
Traceable personal information as names and employers has been transformed into codes to be
anonymous. Privacy paid accounts were created at Zoom and Temi for that purpose. Audio and
transcription files were stored on OneDrive with a paid user account. This thesis complies with
Europe’s General Data Protection Regulation (GDPR) EU 2016/679. (European Parliament and
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the Council of the European Union 2016). After completion and successful grading of the thesis,
all data will be deleted from OneDrive, Zoom, and Temi.

3.2

Literature Review

The literature review in this thesis is a critical analysis of previous research studies, empiricbased literature, and non-research-based literature. In order to obtain more knowledge and
understanding of the research topic, the authors of this thesis have conducted an extensive
literature review (Bryman 2016). The review has included literature from the following sources:
x

Academic journals and articles from academic databases such as Diva, Summon,
Scopus, Web of Science, and Google Scholar.

x

Empiric literature, documents, papers, and web pages from different organizations
connected to the developing, review and make use of the <IR> framework.

By placing <IR> in a global context, the researchers mapped out the interconnections between
economy and sustainability. Systems related to sustainability include the global social system
(society) and the global ecological system (nature), which we call the socio-ecological system.
Two relevant research areas came up with regards to the socio-ecological system and the
economy, visible and elaborated on below. Four other research areas emerged through the
connecting how businesses are co-operating with the external environment (e.g., raised
stakeholder requirements for sustainability and limited resources) and then strategically plan
and communicate the value creation (positive and negative impact) for the business and the
socio-ecological system. These four additional research areas are visible and elaborated upon
below. The categories are used to scope the literature review. Search terms within those
categories were combined as a search string (academic literature databases. The research
literature review started with combining keywords from the emerged categories such as
integrated reporting and then refined to more specific search terms as, sustainability, integrated
reporting, and IR, to limit the number of hits in academic search databases. Keywords kept
being added until maximum of 50 results in the databases came up. From there, the researchers
conducted a narrative review. This means that the selected literature was chosen based on our
knowledge in the field and our research questions (Bryman 2016). The empiric-based literature
was also performed in the format of a narrative review. Empiric literature was mainly
downloaded from the IIRC home page and was chosen subjectively to support the six
categories. (Bryman 2016). Empiric literature was mainly downloaded from the IIRC home
page and was chosen subjectively to support the six categories.
Two following main research areas identified in taking a strategic sustainable perspective that
relates to Integrated Reporting.
1. Sustainability from a systems perspective. As researches, we take the perspective of
strategic sustainable development throughout this whole thesis. Within a systems
perspective, planetary boundaries of the socio-ecological system are considered. The
definition of sustainability within this thesis is based around the understanding of
systems thinking and is thus an essential piece of literature.
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2. The economy in relation to sustainability. Integrated Reporting can be used by any
organization and is mostly used by private businesses. The economy sums these up well
together and includes the interactions between them. In sustainability science, there is
much say about the sustainability impact and has relevance to Integrated Reporting
because of the economy.
The following four main research areas for literature research identified that are relevant to the
topic of Integrated Reporting.
3. Sustainability reporting, financial reporting, and integrated reporting. We have
been researching in the general fields of reporting to understand better what the types
of reporting consist of since they are directly related to <IR>. We will look for the
current issues, gaps, knowledge, experience, and potential reach of these fields.
4. Collaboration and communication. Reporting is a way of communicating with shareand stakeholders and influences the collaboration between these. We have been
researching how to effectively communicate through reporting, as well as the fine line
between being transparent, open, and trustworthy.
5. Strategic planning and business performance. The way of reporting and what it
includes has a deep relation with the business strategy that both influence each other.
Performance of a business is reflected in reports and judged by the stakeholders such as
investors of vital importance, that it widely used in strategic contexts like strategic
planning.
6. Value creation and value measurement. The core foundation of <IR> consists of the
idea of value creation. Value is acknowledged in six different ways within the business
context. It is thus essential for the thesis to have a good understanding of value creation
and the theory that <IR> is based on and how it can be measured, compared and used
in relation to each other.

3.3

Tools and Concepts Analysis

This predictive research seeks to forecast the likelihood of a sustainable outcome when using
the <IR> framework. Since sustainability is a multifaceted and complex issue, the Framework
for Strategic Sustainable Development (FSSD) (Robèrt et al. 2018) was used. The purpose was
to identify the value and position to determine if <IR> assists the user to move an organization
or society towards sustainability.
The framework was initially difficult to interpret since it does not contain much detailed text or
guidance for the reader to understand the requirements. An extensive literature search at IIRC
website discovered several additional guiding and detailed documents that are used in this
analysis. Among others, the following documents were used for this analysis:
•
•
•

Preparing an integrated report: A starter’s guide (IRC SA 2018),
IIRC Practice Aid: Summary of International <IR> Framework (IIRC, n.d.) and,
A serie of Background Paper for <IR> about Business Model, Capitals, Value Creation,
Connectivity and Materiality (IIRC 2013d, 2013a, 2013c, 2013b, 2013f).
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The framework and its guiding documents were interpreted through the lens of five level for
the 5LM and FSSD. The main reason for selection the conceptual frameworks was because they
was specifically developed to analyze complex systems such as management structures
(planning, decision-making, analyzing) and the socio-ecological system (Robèrt et al. 2018).
The different core parts of the <IR> (purpose, fundamental concepts, aims, requirements,
guiding principles and content elements) was placed in the structure of 5LM (Robèrt et al. 2018)
to analyze the levels of; system, success, strategic guidelines, actions and tools within the <IR>
Framework. The result of this analysis are gaps regarding to its own aims and goals through the
5LM, and regarding strategic sustainable development through the FSSD. These gaps can help
to structure other forms of support or tools that can help the decision, monitoring, etc. to achieve
success. An example of a compatible tool can be the UN Sustainable Development Goals
(Corporate Reporting Dialogue, n.d.).

3.4

Content Analysis

Desk study research was conducted as a data collection method (Savin-Baden and Howell
Major 2013). Public documents as company reports, stakeholder evaluations of reports,
background papers and connectivity guidelines etc. were downloaded from internet web sites
that are public. These documents provided researchers with a rich source of information to get
the research context and the purpose was to focus the general view by looking at the specific.
The study is to evaluate organizations´ integrated report details in relationship to the
framework's aims and outcomes in relation to the Framework of Strategic Sustainable
Development (FSSD).
To develop the comparative data and observation categories we had used information from:
x

Six company reports between 2017 and 2018, which has been pointed out as leading
practices of integrated reports, was used as peer comparing for content analysis.

x

<IR> governing documents as the framework and guidelines in how to use, understand
and develop a report were used to define the comparing criteria.

x

Six subjective selected 2018 integrated reports from different sectors organizations have
been downloaded from IIRC's public website.

x

The Framework for Strategic Sustainable Development (FSSD) and its success level
with eight principles was used to evaluate the value creation of capitals with
sustainability impacts.

x

Literature reviews of surveys conducted to compare and review content and <IR>
compliance in published reports.

Six reports from organizations in various sectors have been studied, to determine the quality
and results from using <IR> reporting. Besides interviews, the reports themselves give an
overview of an organizations performance and contains indications of sustainability. This can
support or confirm our findings from either the interviews and/or the tools and concepts analysis
and increase the triangulation. All reports are taken from the IIRC website. In order to increase
the readability, the six reports are quoted as codes like 1IR or 1/2IR. The figure indicates the
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chronological number of the source and IR is acronym of the source type, integrated report. The
encoding key is listed in Appendix B.
Integrated reports have a main purpose of sharing information to financial providers and other
stakeholders about how organizations use resources and ability to create value over time (IIRC
2013e). The framework has a principle-based approach and give organizations a high degree of
flexibility in the appearance and performance of the reports. Each report is therefore exclusive
in its design which has made them difficult to compare. Many organizations use a combination
of several reporting tools and indicators (e.g., ISO 26000, GRI, UN Global Compact, Circular
economy, SDG, TCDF, and CDP) combined with <IR> which can complicate the interpretation
of the added value from <IR> only.
3.4.1

Characteristics of the Analyzed <IR> Reports

The number of pages in the six studied reports varied between 45 and 165, One of the reports
had an exemplary low number of pages, but this had been made possible at the expense of font
size. When printing, parts of the report were barely readable because of the small fonts (1IR).
All reports have used flow images, diagrams, and tables in combination with texts. Five of the
six reports that have been reviewed in this thesis have also created additional reports,
information or supplements where certain topics such as finance (1IR), sustainability, climate
(1/2/6IR), Corporate Social Responsibilities, CSR (4IR) and transparency for reliable
investments (3IR) are described in more detail. Only one (5IR) organization does not have a
complementary sustainability report. Digital technology has also made it possible for many
organizations to present online reports with short illustrated sections and divided parts. A study
the organizations supplement reports was excluded from the scope of this thesis since it All the
current <IR> reports have their reports searchable on their respective websites. They also use
the technological opportunity to present the report in specific searchable parts depending on
what the reader or stakeholder might be interested in. Two reports have also used QR-codes to
make it easier for the reader to find specific information about corporate social responsibilities
and financials on their websites (4/6IR). The results and findings about the value creation
process will mainly focus on the non-financial capitals.
3.4.2

Selection of Integrated Reports

Data was collected from six published integrated reports at <IR> founder IIRC, website, to
increase the likelihood that they were developed in accordance with the framework. It was
timesaving in comparison to randomly search on companies’ websites to find reports that were
produced in accordance with <IR>. Reviewing reports is time-consuming, and the number was
limited to six because of the short timeframe of this thesis. The researchers considered that the
number was enough since triangulation between interviews and literature review would support
the understanding of the framework and how a report was developed and improved over time.
All reports represent the fiscal year 2018. The reports were chosen from the following
criteria’s:
1.

Reporting year. As the <IR> Framework is relatively young, reports from the last
reported fiscal year, 2018, were selected to take advantage of the latest experience of
producing integrated reports. The awareness of unsustainable society impact and global
effects like climate change, water scarcity, etc. has increased, and this is expected to be
reflected in the corporate risk analyses.
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2.

Geography. The reports should represent different international geographic areas.
Since all organizations except one have international operations, the geographical
criteria were the organization's headquarters are based. The chosen geographic areas are
Japan, United Kingdom, and Australia. The global market was expected to provide us
with information on how sustainability issues are captured worldwide.

3.

Business sector. The selected reports represent different sectors to have a diversity of
how reports can be designed depending on the type of business. The businesses also use
different type of inputs and sources which can reflect different types of negative or
positive impact of Earth's resources, nature, and society. The selected sectors are
Beverage alcohol, Funding, IT devices, Accountancy Body, Women’s apparel,
Industrial automation.

3.4.3

Coding of Integrated Reports

The six reports have been briefly reviewed from a predetermined coding system related to the
first research question. The second question around the user’s experience and the third research
question around improvements were deemed irrelevant to the report comparison analysis, as
<IR> reports display very limited information regarding this. Experience and possible
improvements were deemed to be much clearer from the interviews. The open coding
methodology is an analysis strategy to fit data from different sources together by examine and
compare them and sort them into core categories, (Corbin and Strauss 2008). The researchers
used open coding since the diversity among the integrated reports makes them difficult to
compare them with each other. By extracting the information in the reports and placing it in
categories, an overall understanding could be elaborated.
Key elements were chosen from the FSSD five-level structure and compared in relation to the
core elements of the <IR> Framework (see Appendix B). In line with these consistent
interconnections, a coding definition was developed. The definition clarified in what to look
for in the reports that will give us useful data to answer the research question. The reports
analyzed did not mention anything related to the experience of using <IR>. Thus, no categories
that relate to the second research question emerged from the open coding.
The following coding categories emerged from the open coding, all relating to the first research
question.
1. A holistic view of operation thru a business model, value chain, or value creation
process Integrated thinking is a concept that is core to <IR>. From an SSD lens, it comes
down to being strategic within an organization and having a unified understanding in
the whole when it comes to the business model, value creation, and over approach. This
is a fundamental aspect of IR and strongly relates to the strategic part of strategic
sustainable development. Systems thinking is a core part of strategic sustainable
development. This category about Integrated Reporting relates to the business model,
resources, and connection of value creation within the capitals and stakeholders. The
theory and intention of the IIRC with the six capitals relates strongly with systems
thinking.
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2. Vision, strategy and long-term goals. Strategic decision making is connected to the
element of integrated thinking. In this category are all the elements that relate to the
process and implementation of strategic thinking and how this translate into
organizations decision-making processes in practice. The vision defines the success to
which the strategy and decision-making will lead.
3. Actions and sustainability impact. This category goes into all the actions and results
from implementing <IR>. This relates to the success of sustainability and the
sustainability principles.

3.5

Semi-structured Interviews

Major data input for this thesis comes from qualitative interviewing. The interviewee´s point of
view brought in depth and a broader understanding of experiences in the field and was
conducted in a semi-structured style. This means that there were both structured pre-constructed
questions that would be answered, but also room to freely add what the interviewee sees as
relevant or important (Bryman 2016). Data from the interviews serve to ground findings and
perspectives as well as opening up new insights on Integrated Reporting that are relevant for
the discussion. The interviewees were subjectively selected from predefined stakeholder
groups, see below, all around the world. The inquiry and invitation to the interview were sent
to 46 different organizations/individuals, 19 of them accepted the request and conducted an
interview. One responded by sending answered questions by e-mail. The interviewees are
representative for the sustainability and reporting field as the entire value chain from
development, training, application, and evaluation of the framework and its outcome, the
integrated reports, were represented. Founders, education, and sustainability consultants, the
businesses, financial providers, investors were subjectively chosen based on their privileged
knowledge or experience on the subject. The interviewees have long experience in the field of
sustainability and reporting, which increases credibility in the understanding of integrated
reporting. Examples of interview questions are listed in Appendix C.
In order to increase the readability, the interviewees are quoted as codes like 1IW or 1/2IW.
The figure indicates the chronological number of the interviewee and IW is an acronym of the
source type, interview. The encoding key and a short explanation of the interviewees are listed
in Appendix D.
This research chose not to apply surveys since interviews are a better method to find the nuances
in the research, as well as that purpose of the research, was comprehensive and not an
exhaustive and detailed review (Denscombe 2017). The researchers considered that there could
be a risk in using a survey for data collection in that valuable information could be lost, limited
or not detected through overly specific questions and possibly non-responses.
Predetermined questions for the interviews were developed from the previous research studies,
empiric-based literature and non-research-based literature, tools and concept analysis, and the
desk study research. The questions were divided into 25 main themes, and then further specified
into 54 sub-themes. The structure for forming the interview questions can be found in Appendix
D. The interviews were conducted by the researchers, after personal contact and confirming via
email. The questions were communicated in advance to create a more efficient preparation. All
interviews have been performed in a semi-structured interviewing style and were chosen to
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have both directed questions to confirm or clear up uncertainty and leave space open for
emerging topics and points. The interviewees were asked for consent to record the interviews
before starting. The interviews were recorded by a digital host meeting program called Zoom
(Zoom Video Communications 2019). A privacy paid Zoom and Temi account was created and
used. These programs were used because of its function of conducting an interview and save it
as an audio file. The audio files were transcribed to text automatically and then proof-read,
words by words, by the researchers. To minimize the amount of time and costs, the digital
transcribing program Temi (Temi 2019) was used instead of the researchers doing it manually
or buying the service from a professional transcribing consultancy. When it was requested, the
transcripts were returned to the interviewees for proofreading. Most of the interviews were held
by one or two members of the group and transcribed by a third, to limit and analyze the
subjectivity of a single interviewer. One member was responsible for each interview while
another added clarifying questions if it felt necessary to do so. The interviews were held
between April 3 and May 8, 2019. The interview duration was between 1 and 2 hours.
There are five main stakeholder groups identified that are relevant Integrated Reporting and
strategic sustainable development. The researchers developed these groups from relation to
sustainability, integrated reporting, and FSSD to connect to our first research question. Five
interviewees have more than one role assigned to them, as they have multiple roles and
experience with <IR> and sustainability. These roles are:
1. Users of <IR>: The focus group of this thesis. Businesses that use <IR> to produce
reports or shareholders, investors, and stakeholders that read and use the information
in the reports.
2. Users of FSSD: The FSSD can and is used in reporting by some organizations. As
the FSSD is used in the main pillar in this thesis, the perspective from reporting
organizations with the FSSD is relevant.
3. Advisors in Sustainability Reporting, Integrated Reporting and/or Financial
Reporting: E.g., consultants and experts. The field of reporting for organizations is
evolving and dynamic. Sustainability reporting and integrated reporting are upcoming
and relatively new compared to traditional financial reporting. Insights from experts in
these fields help navigate the complexity of reports.
4. Experts in applying sustainability: Experts in the field of sustainability assist in the
understanding of FSSD, sustainability performance, measuring this performance,
reporting, and the application in businesses.
5. Founders, partners & connected organizations to the IIRC: <IR> is developed by
the IIRC and also many partners that support the organization, e.g. Accountancy
associations and Sustainability Reporting organizations. Insights from this group help
to understand the intentions, aims, and development of the reporting method.
3.5.1

Coding Interviews

The data of the interviews are structured and open coded to filter the highlights and insights.
The open coding methodology is an analysis strategy to fit data from different sources together
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by examine and compare them and sort them into core categories, (Corbin and Strauss 2008).
The researchers used open coding because diverse stories, descriptions, and explanations from
the interviewees varied depending on the organization they work in and their experiences. The
open coding made it possible to break apart the interviews, allocate them in categories, and then
merge the results into a whole.
The data is coded in 10 categories that relate to the research questions. Research question 3 is
not used in the coding since it is a follow-up question and dependent on the findings from
research question 1 and 2. The coding categories emerged by looking at what rough patterns
emerged from the interviews and the main elements from the research questions. As the
interview questions were designed from the research questions, the answers from the interviews
are already strongly related to them. The first research question focusses on the strategic
sustainable development point of view, and the second on the experience of organizations that
are using the <IR> Framework. The following coding categories are defined:
Relating to RQ1: How does the <IR> framework currently help an organization to move
strategically towards sustainable development?
1. Holistic view / integrated thinking. Integrated thinking is a concept that is core to
<IR>. From an SSD lens, it comes down to being strategic within an organization and
having a unified understanding of the whole when it comes to the business model, value
creation, and over approach. This is a fundamental aspect of IR and strongly relates to
the strategic part of strategic sustainable development.
2. Systems perspective (capitals and stakeholders). Systems thinking is a core part of
strategic sustainable development. This category about Integrated Reporting relates to
resources and connection of value creation within the capitals and stakeholders. The
theory and intention of the IIRC with the six capitals relates strongly with systems
thinking.
3. Strategic decision-making process. Strategic decision making is connected to the
element of integrated thinking. In this category are all the elements that relate to the
process and implementation of strategic thinking and how this translate into
organizations decision-making processes in practice.
4. Actions and sustainability impact. This category goes into all the actions and results
from implementing <IR>. This relates to the success of sustainability and the
sustainability principles.
Relating to RQ2: What are the experiences of the organizations currently using the <IR>
framework to move towards sustainability?
5. Users attitude towards sustainability. The general attitude, mindset, or stance of
organizations that make Integrated Report have towards sustainability. Relates to the
governance of an organization and how organizations view <IR> and sustainability.
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6. Organizational challenges. Implementing or using <IR> brings organizational
challenges. This category relates to all these challenges and barriers that organization
have faced or are facing during this process.
7. Response of stakeholders and society. Integrated Reporting is a communication tool
to stakeholders, in particular investors. Their perception and response are therefore
important to the validate if an Integrated Report is effective and thus relevant.
8. Process organizations go through. This category relates to what process and stages
do organizations go through when using the <IR> framework. This process looks at the
whole scope of using the framework and is especially interesting when it comes to the
lessons learned and the difference in approaches over the years. This category is relevant
because it shows the development and maturity of the framework.
9. Understanding of applying the <IR> framework. The IIRC has many documents on
helping and guiding users of the framework. Users use it according to their interpretation
and understanding. This category relates to the understanding and interpretation of the
framework. This category is especially relevant since <IR> is highly abstract and
flexible in its approach and can be used in many different ways, depending on the
perception and intention.
10. Perception of the Integrated Reporting. This category relates to the completeness,
development and overall transparency of <IR> reports. The IIRC aims to fulfill an
overarching position and be an umbrella reporting structure. This category also relates
to the perception of <IR>’an effectiveness and overall design.

3.6

Control

To prevent oversights in this thesis, the researchers have checked and evaluated the process and
content during its production by discussing the scope narrative, results, conclusions, and
improvements with two advisers and one super-advisor from BTH. Support and interpretations
in the production have also been obtained from the founders of the FSSD and <IR>. The
purpose of this control is to ensure the rigidness of this research and its intended goal. The
authors have had the intentions to consider and use all the feedback and advice in the report.
The main audience for this thesis is the founders and users of the <IR> Framework and
academia in the field of strategic sustainable development. This thesis aims to give the audience
an overall insight into the <IR> Framework and its contribution to take organizations a strategic
move to sustainability.
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4

Results

This section of the thesis presents all the results that have been gathered and are relevant for
this research and contains two main parts:
x

x

4.1

Key findings from a tool and concept analysis
 System analysis through a five-level model (5LM) was conducted with the
purpose to identify whether or not <IR> achieves its own desired intentions
and aims.
 System analysis through the Framework of Strategic Sustainable Development
(FSSD) was done with the aim to identify gaps and contributions of <IR> in
regards to moving strategically towards sustainable development.
Key findings from semi-structured interviews with user organizations of <IR>, experts
in financial, sustainability and integrated reporting, financial investors, and experts in
strategic sustainable development. With the purpose to gain knowledge about the
experience of the defined research field of this thesis.

Tool and Concept Analysis

A tool and concept analysis were done to determine the effectiveness and efficiency of <IR>’s
own aims and in regard to strategic sustainable development. This section has two main parts
with the first part examining <IR>’s own formulated system, success and strategic guidelines
structured into a 5 Level Model. The results from this part identified gaps with regards to the
usability of <IR>, which directly related to the second research question.
The second part presents the systems analysis through the Framework of Strategic Sustainable
Development (FSSD) which is structured into the same 5 levels but takes the perspective of
strategic sustainable development and has additional elements from SSD integrated into the 5
Level Model. The results from this part identify gaps and contributions to strategic sustainable
development and relate directly to the first research question.
4.1.1

System Analysis Through a 5 Level Model

This section presents the results from a system analysis of the <IR> Framework into the five
levels of the 5 Level Model which includes system, success, strategic guidelines, actions and
tools levels.
System
<IR> Framework is a reporting tool to communicate performance with a focus on business
model and value creation. It provides guidance through guiding principles and content elements
for the report. <IR> might be a standalone report or part of another report. <IR> is a way of
reporting but more importantly, it is a process to guide integrated thinking (IIRC 2013e).
Historical Context and Audience
After the global financial crisis 2008, the desire to promote financial stability and sustainable
development by better linking investment decisions, corporate behavior and reporting has
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become a global need. Businesses require an evolution in the system for reporting, facilitating,
and communicating mega-trends without the complexity and inadequacy of current reporting
requirements as the IIRC states it (IIRC 2013e). Integrated reporting builds on financial
reporting which is a highly regulated field. South Africa is the only country that has mandated
the use the <IR> framework, applied on the Johannesburg Stock Exchange (JSE) for listed
organizations. <IR> is used voluntarily in the rest of the world. It can be used by organization
from any sector, branch, country, or size. Even though it is possible for a governmental agency
or Non-Governmental Organization (NGO) to use <IR>, it is not its main target group (IIRC
2013e). Listed organizations with investors are the main target audience whom <IR> is
primarily designed to be used by.
“The framework is written primarily in the context of private sector, for-profit companies of
any size but it can also be applied, adapted as necessary, by public sector and not-for-profit
organizations.” (IIRC 2013e, 4).
The primary intended reader audience of the <IR> are investing entities, or providers of
financial capital as the IIRC calls it. So, next to having listed organization as the primary user
audience, <IR> also has investors as a specific reader audience. The intention of the <IR>
reports is that investors can make better-informed decisions to invest in organizations by having
a more cohesive and transparent insight into the performance of the organization.
IIRC oversees the <IR> has established <IR> Network in various countries such as Brazil,
Turkey, Japan, with more than 2,000 participants and assigned training partners in 16 countries.
There are no certification processes to validate the quality or integrity of the Integrated Reports,
and certifying is not the intention from the IIRC. A central database for Integrated Reports is
maintained by an annual screening of published reports of that year.
The Scope of <IR>
<IR> can be applied to any organization and it applies to the entirety of the user organization
because one of the objectives of the <IR> Framework is to influence the decision-making
process and strategy of the organization. An organization’s strategy overarches and influences
all the parts within it and thus are relevant for <IR>. The entire system of an organization is
then what is relevant and what fits within the scope of the organization’s integrated report. This
includes the intrinsic system of any organization, value chains, and key stakeholder groups.
Financial, Manufactured, and Intellectual capital are forms of value that fit within the traditional
financial accounting and reporting field. <IR> aims to show the connectedness of these values
with other types of value, which include ecological and societal systems through the capitals of
Human, Social, and Natural. Through the capitals many big systems like the ecological system
are touched upon. The whole point of the capitals is that together they are all inclusive when it
comes to anything that can be interpreted as value. Defining the scope of what is included in
<IR> is then hard to pin down.
IR> is emphasizes the visibility of the connection between the different predefined forms of
value. It does not explicitly acknowledge the idea of nested systems in the main paper, yet the
Background Paper of Connectivity (IIRC 2013c) underpins the application of systems thinking
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and does show a figure where the dependencies are depicted (see Figure 3) which is not
mentioned or present in any other documents of <IR>.

Figure 4. Overview of the structure of the
six capitals of <IR> (IIRC 2013b, 3)
Assumptions About the System
The Framework assumes there is a need for the accounting system to change because it does
not take into consideration the intangible (non-monetary) assets which are without physical
substance. The Framework aims to support this change by guiding organizations in reporting
as well as supporting their decision-making process by outlining a business model definition,
capital, and value creation concept. <IR> aims and assumes that providers of financial capital,
e.g. investors can make better assessments of an organization performance by <IR> compared
to traditional financial reports. With the <IR> reports, it is assumed that investors focus on the
value of the organization in the long term and that they care about the externalities which do
not affect the organization in the short term.
Value is a fundamental element for <IR>. Regarding value, all capitals and thus, all forms of
value can be traded-off amongst each other (IIRC 2013f). Although the Framework mentions
the planetary boundaries as an example for environmental context, it does not explain explicitly
the link between the dependency on the inputs as natural capital and the consequences of this.
According to the Framework, identification of inputs in the form of capitals is to be conducted
through the materiality determination process, which is linked with the stakeholder engagement
(IIRC 2013e). One key assumption in this approach is that stakeholders of the organization can
and do convey their legitimate needs and interests freely. However, in some contexts, because
of the acting power dynamics, which may show itself by forms of oppression or dependency on
the organization can disrupt this process. Also, stakeholders are assumed to be knowledgeable
about the impacts, and there are channels to convey these concerns. The Framework assumes
that the organizations will take responsibility for the use of the common goods by ethical
responsibility approach (IIRC 2013e).
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Success
The IIRC’s vision is “to align capital allocation and corporate behavior to wider goals of
financial stability and sustainable development through the cycle of integrated reporting and
thinking.” (IIRC 2019). Its mission is “to establish integrated reporting and thinking within
mainstream business practice as the norm in the public and private sectors.” (IIRC 2019). The
long-term aim of integrated reporting is to become the mainstream reporting tool (IIRC 2013).
Through <IR> reporting, it aims to achieve four main objectives (IIRC 2013e, 2). These aims
and findings about whether these aims are
1. “Improve the quality of information available to providers of financial capital to
enable a more efficient and productive allocation of capital”
There is no definitive result for the achievement of this aim, as there is mixed opinion
on this topic (Pistoni, Songini, and Bavagnoli 2018; Reimsbach, Hahn, and Gürtürk
2018) Some researches show that investors and non-investors consider <IR> reports to
be more coherent and informative than traditional financial reports (ACCA 2018a;
Ernst & Young 2017).
2. “Promote a more cohesive and efficient approach to corporate reporting that draws
on different reporting strands and communicates the full range of factors that
materially affect the ability of an organization to create value over time.”
Academic researches reveal that implementing <IR> has brought some incremental
changes through the involvement of cross-functional team. However, yet there has been
no evidence of revolutionary transformation of the existing financial and sustainability
reporting approaches and processes (Stubbs and Higgins 2014; Zinsou 2018).
3. “Enhance accountability and stewardship for the broad base of capitals (financial,
manufactured, intellectual, human, social and relationship, and natural) and promote
understanding of their interdependencies.”
Researches conducted in South Africa where the use of <IR> is mandated by the JSE
reveal that although corporate environmental management practices have improved,
there has been insignificant reduction in the environmental degradation levels.
(Kitsikopoulos, Schwaibold, and Taylor 2018; Steyn 2014).
4. “Support integrated thinking, decision-making and actions that focus on the creation
of value over the short, medium and long term.”
According to a formal user feedback consultation conducted by the IIRC, there is a
room for improvement in explaining the aspects of connectivity of information and the
concept of integrated thinking in the <IR> Framework (IIRC 2017).
Regarding the six capitals, the Framework uses the term ‘overall stock of capitals’ (IIRC
2013e), which is not explicitly defined. imply that maximizing this ideal value is the overall
goal and vision of success. It is not clear whether this means an aggregated single value, and if
so, how it will be calculated or whether this is even possible.
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Strategic Guidelines
As mentioned, the “overall stock of value” is an idealistic value that cannot be calculated due
to the incomparability between the capitals as well as the complexity in trying to compare them.
As is the nature of complexity, trying to calculate a fixed or dynamic number for the overall
stock value will fail in including the spectrum of effects that the different forms of capitals have.
Even though the overall stock value cannot be calculated, <IR> can help decision-making
processes within organizations though, to get a grasp of the overall stock capital and how all
forms of value are connected. The concept of Integrated thinking leads to integrated decisionmaking and actions that consider the creation of value. Integrated thinking can be considered
to be a strategic guideline; however, there does not exist further information about how to
practice it, nor does it point in any goals or direction of actions.
Actions
Within <IR> there are lots of qualitative aspects that should be included in the integrated report,
like the guiding principles. There are, however, no actions mentioned on an operational level
that could lead to a successful report in the main documents of the Framework. There are
however, some supportive documents (IRC SA 2018) that describe the start of the reporting
process on this level. These are suggestive though and the reporting process can be executed in
any way that the user organization sees fit.
The logic that <IR> uses is that the implementation of integrated thinking will lead to a
successful report that uses all qualitative aspects.
Tools
There are no specific tools mentioned or referenced in the main documents of the IIRC.
However, there are supporting papers that refer and compare the integration of other tools, like
the Sustainable Development Goals (SDG’s) (Adams 2017). <IR> is intended to be an
overarching framework and therefore refrains from referring to specific other tools to keep
flexibility for users. Even though the IIRC doesn’t specifically point towards other tools,
integrating other tools within <IR> is implied (IIRC 2013e).
4.1.2

System Analysis Through the FSSD

This paragraph presents the results from a system analysis of the <IR> framework into three of
the five levels of the Framework for Strategic Sustainable Development, using the same
structure as the previous paragraph. Starting off with the System level, Success and Strategic
guidelines. The levels Actions and Tools are not presented, as this section of the FSSD is
intentionally incomplete and a comprehensive review of <IR> determines the specific actions
set out within it will be in line with the FSSD’s definition of success.
System
The <IR> Framework does not clearly acknowledge the sustainability challenge. Although risk
and opportunity analysis are required for the organizations, it does not encourage organizations
to think how the individual organization contributes to the larger systems. Relating to larger
systems, organizations are asked to report on “organizational overview and external
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environment” (IIRC 2013e). There is mention of planetary limits and environmental challenges
yet is not further defined and the framework does not offer practical guidance on how to conduct
this analysis. Nor does it promote identification of the external environment from a systems
perspective or how the performance can be measured and reported.
Integrated thinking that is core to integrated thinking does align with systems thinking. Yet it
identifies the complex microsystem view but more from an internal organization view including
strategy, risk, and opportunities rather than understanding or serving to a sustainable socioecological system. The Framework does not clearly state that the business and the society rely
on the Earth’s natural resources and life support systems, which shows the lack of fully
acknowledging nested systems, even though it is implicitly hinted towards this understanding.
Success
Although the IIRC’s vision is “to align capital allocation and corporate behavior to wider
goals of financial stability and sustainable development through the cycle of integrated
reporting and thinking.”, The Framework does not define what sustainable development
means. It refrains from using the word sustainability, and its main aim is not achieving a
sustainable society (IIRC 2013e). The position of the <IR> towards sustainability is therefore
obscure.
“Because value is created over different time horizons and for different
stakeholders through different capitals, it is unlikely to be created through the
maximization of one capital while disregarding the others.” (IIRC 2013e, 11)
Three of the six value creation capitals relate directly to the sustainability principles of the
FSSD. Natural capital is related to all three ecological sustainability principles SP1, SP2, and
SP3. As natural capital can be understood as “any stock of natural resources or environmental
assets which provides a flow of useful goods or services, now and in the future.” (IIRC 2013b,
12). Human and Social capital has a clear connection to the five social sustainability principles
SP4 to SP8. As the definitions of these capitals are flexible and not defined in detail, both
capitals are and can be related to any of the five social SP’s. Yet a user of <IR> can define any
of the capitals for themselves and is up to the user’s interpretation to include or exclude SP’s.
Strategic Guidelines
Integrated thinking is aimed to serve as a strategic guideline. As <IR> has no clear end goal of
vision formulated, no strategic actions are directing it that can be backcasted from. Integrated
thinking and materiality that serve as the main strategic guidelines are interpreted and executed
differently by every user and do not direct towards a sustainable society.

4.2

Interview and Report Comparison Findings

This paragraph presents the key findings that are generated through interviews and reviewed
integrated reports. The findings from these sources are woven together, where the results from
the interviews (IW) take the main part of the findings supported by the results from the
integrated reports (IR). Description of code numbers for interviewees (IW) and reviewed
integrated reports (IR) are available in Appendix A and B.
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This paragraph is divided into three main parts. The first part presents the findings for the
selection and implementation process of <IR> and relates to the second research question. The
second part presents the findings regarding <IR> guiding principles and content elements; value
creation and performance, relating to both the first and the second research question. The third
and last part present findings the outcomes for organizations and sustainability relates to the
first research question.
4.2.1

Selection and Implementation of <IR>

Choosing a reporting tool is already a hard process by itself, as there are many tools available
for reporting (4IW). What happens usually is that organizations do not choose tools strategically
as “organizations basically start doing that without having an actual strategy or innovation on
it.” (3IW). Investing in a reporting method takes a lot of money and time, and for many
organizations, it has no clear benefits at the start of the process (3IW). It comes with lots of
technical challenges and opportunities as well (10/14IW), such as setting up communication
and information systems.
Reasons for adopting <IR> as a reporting tool varies with most reasons for doing so being
external. These external reasons include following the reporting trend (6/20IW), following
competitors (7IW), regulatory (8/11IW), pressure from investors or other stakeholders
(1/3/4/5/8IW). Legislation could give the necessary boost to the use of Integrated Reporting,
as organizations are mostly compliance driven (6/12/16/17IW). Internal motivations for starting
to use <IR> are related to stakeholder relations and improving business performance
(5/11/12IW). One user mentioned that they had developed their own integrated reporting
method, with the release of the <IR> framework allowing for a more concise approach (12IW).
The process of adopting <IR> is mentioned as not being easy. All <IR>-users’ interviewees
have admitted having started with using only a few content elements of <IR> and using more
over time. Reasons for this was the high number of elements from <IR> (4/18/19/20IW), the
complexity of the process of using a flexible principle-based framework (6IW), inexperience
and a third of the interviewees emphasize the time consumption of going through the processes
(6/8/9/11/15/16/18IW), as it takes most of the year to write the <IR> report (8IW). One of the
reasons that the process is hard to start up is that ”organizations figure out first that they need
data that they don’t have.” (3IW). Usually, what happens is that organizations start to combine
their sustainability and financial report together without narrative in their first year (2/5IW),
which is mentioned as not being a bad first step (5IW) and also being logical in the bigger
picture of reporting (5/18IW). Having a sustainability report or any report with non-financials
does help in getting started with <IR> (7IW), as one of the first requirements to start on
integrated reporting is an integrated management system and information system, which is hard
and not all organizations have (7IW).
Multiple interviewees raised the point about the limited interest in the <IR> reports when they
release it, as “people in the business don’t read the report. Nobody reads the whole report; they
just don't. Even our externals only look at what they're interested in.” (1IW). There is an
information overload towards stakeholders and with limited attention or questions towards nonfinancials (11IW). Even so, “stakeholders already found sustainability more important than
our own people would first believe.” (4IW). One user argued that a <IR> report is just a
showpiece that takes a lot of time and is done for satisfying stakeholders or authorities (11IW).
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Governance
One part that is mentioned concerning success with <IR> reporting is the intention and
willingness of the board of an organization (1/3/4/8/11/12/18IW) and the process of <IR>
reporting can only be effective if it is actively involved (8/18IW). This is also confirmed by
other corporate papers (ACCA 2018a; IIRC 2015). Multiple <IR>-users admit that <IR> can
only be truly successful if it is integrated into the organizations strategy (1/8/2/10/12/15IW),
backed up by statements like “It was a necessity that we had a strong will from everybody and
the board […] as we then used that structure [of <IR>] to form our strategy”(8IW) .
The other way around, getting employees in an organization on board is also not an easy task
from a board perspective (9IW). Having a reporting tool that links topics to strategy is
mentioned as something that board members are looking for (4IW) and by one interviewee
mentioned as a necessity to survive as an organization (8IW).
A clear thread from vision through governance to initiatives and goals can be seen in the
analyzed reports (2/4/6IR). Managements states aims to achieve sustainable and continuous
growth, profits, and development (1/4/6IR). By improving the corporate governance structure,
they describe that they want to build stronger, transparent organizational structures and increase
the focus on sustainability responsibilities (4/6IR). Three of six reports describe long-term goals
the others, mid-term goals.
Materiality
A pivotal part of the process that organizations go through when using <IR> is the materiality
process and for many <IR>-users a starting point (1/4/8/11/17/18IW). Materiality issues and
importance come from stakeholder engagements and making judgments calls between them
(11/17IW). During the materiality process, all material issues from stakeholders will come to
light (8/10/11/16IW), and “sustainability will come up as important by itself when doing the
materiality process.” (4IW). Developing materiality from stakeholders though can create issues
though: “if reporting is to be an input to strategy, it has to be able to report on the overall
efficacy of investment. Not from the perspective of how many stakeholders have reacted to the
bad effects of your investment on them.” (17IW), which happens more often than not (2/18IW).
Besides being a starting point, the materiality process is also essential, and when done properly,
should align with the strategy (18IW) and the capitals (1IW). What is included in the materiality
process varies greatly between multiple reports. For example, some reports do go deep into
upstream in their supply chain (2IR), and others do not (1IR). This process is strongly connected
to core aspect integrated thinking and “dominates the strategic decision making” (5IW).
Some interviewees saw the materiality process as having not enough guidance, especially when
it is such a fundamental to the concept of <IR> (3/11/20IW). Similar to the process of KPI’s,
the materiality process is ever developing, as it takes “years to mature in finding the right
material elements” (5/8IW) and there is bound to be mistakes in this process of figuring out
what actually works (9IW).
Half the reports show a clear priority by presenting chosen material issues from the materiality
analysis at the beginning of its report (2/4/5IR).
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Strategy and Decision Making
All reports describe its business models in divided paragraphs distributed throughout the report.
Some reports combine parts from the business model, even in the overview of the value creation
process. The <IR> Framework helps or pushes organizations to clarify and formalizing the
organizations business model. A clear business model will help to have more structured
decision making (ACCA 2018a).
The overall impression from interviewees is that using <IR> has a positive influence on an
organization’s strategic decision making. One of the reasons for having better quality decision
making was mentioned as “ looking beyond the financial bottom line” (1IW). Looking beyond
financials though is mentioned as being quite tricky, as organizations suddenly have to deal
with more dimensions in decisions making which they are not used to (7/14/19IW). There needs
to be valid data before a conscious strategic decision can be made (12IW).
Usually, sustainability is integrated as risk management when translated into business language
(2/6/14/16/18IW). <IR> has been named as having had added value in the process of becoming
more strategic and in the process of becoming more sustainable. When asked about the role of
<IR> in this process, it was named as a catalyst by one-third of the interviewees for becoming
strategic as well as for sustainability (1/2/8/11/15/18IW). An example came from a user that
illustrates this: “I think that it [<IR>] could or should be a catalyst to helping organizations
see that this department called sustainability is really helping them do better as a company and
validate the integration of sustainability strategies with business strategies.”(1IW). Important
to note, though, is that it is repeatedly mentioned that <IR> is not the cause of becoming more
strategic or becoming more sustainable (3/5/6/11/16IW).
All analyzed reports mention sustainability somewhere in the outline of their strategy and future
goals. Varying between applying sustainability to the core of the business model (1/6IR) to only
mentioning social sustainability (4IR) or even only referencing aspects to sustainability goals
(5IR).
A professional accountancy body says that the organizations are less good at tying strategy to
the ability to create value over the short, medium, and long term. 90% of the reports cover a
five years plan. It is not ideal in business with lifecycles of several decades (ACCA 2018a).
Integrated Thinking and the Strategic Narrative
Integrated reporting and with its integrated thinking, influences strategy and logically has
influence over strategic decision making (1/4/5/6/7/8/10/12IW), which is also confirmed to be
designed that way by the IIRC (14IW).
Integrated thinking is pointed at as the core essence of Integrated Reporting by the IIRC
themselves and also directly confirmed by 15 of the 20 interviewees across all interview groups.
Integrated thinking focusses on strategy. Integrated thinking comes down to being strategic in
the business with respect to the short, medium, and long-term, according to one-third of the
interviewees (1/2/5/7/8/10/14IW). Strategic meaning in this context that all sub-elements in an
organization like departments align to the same goal(s) or vision. If integrated thinking is
applied, all the other elements of <IR> will fall automatically into place (14IW), which is
experienced by more than 70% of the interviewees. <IR>-users express alignment towards the
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strategy in organizations in statements like: “Integrated thinking creates bridges across those
divisions and departments” (5IW) and “whereas before [the implementation of <IR>] you
weren't quite sure how you're fitted into the business” (1IW).
Three interviewees go as far as saying that a proper <IR> report cannot be fashioned without
having integrated thinking first (2/8/14IW). Half the interviewees do agree with the statement
that integrated reporting brings integrated thinking and has a positive influence on the strategy
of the business, yet not all. The <IR> report itself is the result and last stage of the process that
is required to make a <IR> report and as pointed out by a sustainability expert (10IW):
“Integrated thinking is the most important part and probably what the thesis is all about.”.
The narrative and connection between all the content elements in <IR> are what makes
integrated thinking and integrated reporting, according to half of the interviewees
(2/3/5/6/8/14/16/18/19IW), and <IR> allows for this narrative and holistic view to be well
presented (8/17IW). When asked about integrated thinking, this is what interviewees
acknowledge and what is also the hardest to implement in strategy and a report. One analyzed
report describes integrated thinking as an overarching strategic approach that considers
relationships and between operations, activities, and resources and also drives an inclusive
process of decision making and management (3IR). There are also explanations in how
resources (capitals) are used and how they are connected to the business, risks, and
performances (2IR).
There is variation in responses on the matter if integrated thinking can be brought by integrated
reporting, with both advocates and adversaries claiming that it does and does not. This means
that integrated reporting has stimulated or was part of the transition towards strategic business
for some organizations. As one user said: “Yes, you can start with using integrated reporting
before using integrated thinking. We did it that way.” (4IW).
4.2.2

Value Creation and Performance

Current information systems within an organization, from investors and their analysts, are
designed to handle mostly financial information (2/4IW). Non-financials do not have an
established place in these systems, and they do not (yet) fit properly within current decisionmaking processes as well as that the focus is fixed quarterly results (14/16IW). Organizations
do come to realize that putting dollars signs on everything is also not desirable (5IW).
Transforming non-financials into financial systems do not seem to work either as “putting an
economic value on non-financial matters did not change decision making, perhaps for HR and
the health & safety team.” (1IW).
Looking at <IR> reports, the capital terminology as in the Capitals Background Paper (IIRC
2013b) is used differently by 50% of the analyzed reports that describe relevant capitals with
other words and definitions. Three of the reports have used the same titles of the capitals as the
framework, and three have used very clear operational related titles for the capitals as water,
packaging materials (2IR) and partners (5IR).
All the interviewees see the six value creation capitals as being of assistance in structuring and
understanding strategic decision making. All types of value are included in these six capitals
(2IW), it is seen as comprehensive (7IW), and they show the deep connection and consequences
of decision making (5IW). Two reports describe an increased or created value for the customers
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because of the product in use as reduced consumption due to the optimization of processes or
increased health by measuring and using healthcare related equipment (1/6IR).
The reviewed report results of the materiality analyses indicate which focus organizations put
on value creation. One report (4IR) is inconsistent between inputs and outputs of capital and do
not mention the main raw material as an input or output of natural capital. The same report has
a high level of materiality to increase the value of human capital by human rights, motivation,
and diversity. In general, negative values of non-financial capitals are less detailed and less
elaborated on. Especially impact (decreasing value) on the natural capital.
There is great variety in what is reported regarding the three sustainability-related capitals,
human, social, and natural. One report has not included natural capital at all (5IR), and most
others focus on social sustainability as the most material and relevant sustainability related
issues. The scope varies between reports from looking at employees plus closest stakeholders
without mentioning anything about their supply chain to the scope of society as a whole. Some
are practicing deep connections between products and services, global impacts, and risk
calculations in investments as climate-related financial disclosures (2/3IR).
Performance Measurement Indicators
One item that has come up multiple times when asked about challenges for using <IR> is limited
guidance in determining Key Performance Indicators (KPI’s) for an organization to measure
performance on the six different capitals (2/3/16IW). This flexibility within the framework has
been mentioned as one of the most difficult parts to manage when using <IR> (1/2/3/8/18IW),
especially at the start of the process of using <IR>. It gets easier for organizations over the
years, as after already having made a report, there is a foundation set that can be built on
(1/8/12/18IW). Yet “finding and optimizing KPI's is a continues journey” (4IW), with regards
to non-financials (1/7IW). Data availability gets better when using <IR> for multiple years
since it takes time to realize, measure and collect certain non-financial information, as
organizations have not been used to doing this before (1/10IW).
Businesses are still very much fixed on financial indicators (10IW) and having a hard time to
effectively find and choosing better fitting metrics (3IW). Many organizations that use <IR>
are using KPI’s from other tools to make the flexible areas within <IR> more detailed. <IR>’s
flexibility allows it to function as an umbrella position in relation to other tools (6/16/18/20IW)
and is also described as being “the bone with a little bit of meat” (3IW). Organizations plan
and encourage to progressively meet The Task Force on Climate-related Financial Disclosures
(TCFD) requirements (2/3IR).
For measurement accuracy reasons, GRI’s KPI’s are used by all except one user interviewees
as a measurement for the non-financial capitals (1/3/4/8/12/16/20IW). Organizations that have
used or that are already using different non-financial reporting tools like GRI have to make
adjusting in these systems which may be a barrier, as “organizations hate to have multiple
information systems for different reporting purposes” (5IW). A different approach mentioned
is to monetize the capitals is through principles instead of exact measurement indicators. Using
principles would be easier to manage and measure. Multiple interviewees mentioned the Future
Fit Benchmark specifically as being a good principle-based performance measurement tool
(2/3/10/12/19IW).
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A subject that most interviewees have trouble with responding to is on handling trade-offs.
Trade-offs relate to the decision making around transforming a value from one capital to
another. In what way an organization makes trade-offs in different types of value is open to the
user, and the IIRC intentionally leaves this open for organizations to decide for themselves.
What <IR> does enable is “highlighting the problems in the dilemmas in the choices of capitals,
like trade-offs” (4IW). Clearer and more transparent trade-offs or strategic choices for the longterm can reduce strategic pitfalls. An example given by an organization was the of biofuel, as
they discovered: “It won't work and is already in the numbers.” (9IW). The <IR> focusses on
the short, medium, and long-term, which still allows for trade-offs on the short-term that can
still deplete nature and will cause harm (7IW). The capitals are all inherently different and can
get complex and sensitive in decisions, illustrated by the example: “You cannot trade off killing
people and making money. You can't actually trade off a negative on natural capital and a
positive on human capital. We often say, we can't net them out.” (4IW). Ethic sensitive issues
become better to light when non-financials are used (2/4/8IW).
Another issue that came up was around transparency and honesty, in that some organizations
only include the positives and hide negatives (3IW). In general, there is a natural tendency of
organizations to shy away from negatives (2/3/10IW), as well as that organization tries to report
an equal number of negatives as positives out (8IW) out of “fear that they will lose customers
by talking honestly about sustainability.” (9IW).
ACCA´s paper Insights of integrated reporting 2.0 (2018a) says that improvements have been
seen about the balance between negative and positive material matters, but more can be done
to eliminate the bias and strengthens the credibility. Applying a robust materiality process will
avoid the company being seen as “greenwashing.” Ernst & Young (2017) are also describing
that transparency is one of the challenges an organization has to face. How they are managing
them will be more beneﬁcial than producing a report that just highlights the positive aspects of
their performance. There is an increasing expectation from investors regarding non-financial
information. It is necessary for this information to be comparable across companies, and an
accountability mechanism should be a part of non-financial reporting (ACCA and Eurosif
2013).
Most values are presented as performances in decreasing carbon dioxide and waste (1/3/IR).
All reviewed reports describe in some form the future for that organization, the rough average
is a 10-year timeline, yet some go up to a 30-year timeline. All reports have formulated goals
described that relate to sustainability with all of the reports relating their goals to the
Sustainability Development Goals (SDG’s). Besides the SDG’s other tools are used to assist
with formulating these goals, like the Task Force for Climate Disclosure (TFCD) requirements
(2/3IR), ISO 26000 as Corporate Social Responsibility (1/4IR) among others. New forms are
needed but it takes time to develop them in a meaningful way for everyone to apply them. (Ernst
& Young 2017).
Performance and Investors as Drivers
The role of investors is repeatedly pointed out as being pivotal in the sustainable development
of businesses and other organizations, and most interviewees believe that the accounting
community is getting more interest in sustainability (3/4/6/7/10/11/12/14/17IW). Some
interviewees do not experience this trend though, and believe, that investors do not care about
sustainability (2/11/16IW).
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Looking at reports and other corporate documents, the EY Investor Survey and report on ESG
and nonfinancial reporting from 2017 describe that investors show an increasing demand for
nonfinancial information for their investment decision-making. EY indicate an increasing trend
where the company´s nonfinancial performance has played a pivotal role in investors decisionmaking during past years. Investors are paying more attention to nonfinancial disclosures after
cases of scandals to avoid the damage it can do to an investment. The paper says that human
rights issues will probably also become more important when investors focus on these
associated risks. Several of the studied reports use the United Nations Sustainable Development
Goals (SDG) or disclosures from other tools as GRI and carbon footprint calculations. (Ernst
& Young 2017).
Most interviewees agree that sustainability is trending in the market, although it is mentioned
that this interest is not growing fast enough (9/10IW). Fingers are pointed towards investors, as
they are seen as being the critical point to support and push organizations towards a sustainable
trajectory (2/3/4/5/7/10/14/16IW).
An issue was raised about the difference between the investors themselves and the analysts that
perform calculations for the investors, as “analysts determine where the money goes, not per
se the investors.” (4IW). Investors might be interested in sustainability, but as non-financials
do not fit in the calculation models properly, they are mostly ignored by analysists (4IW).
Investors are seen to be more present in sustainability-related events like congresses, moves are
made to have more transparency on sustainability like the Task Force on Climate-related
Financial Disclosures (TCFD), and Dow Jones has created sustainability-related demands, and
experts observe that investors are slowly moving away from purely looking at traditional
financial information (3/5/7/11/12/14/17IW). “Increasing transparency makes markets more
efficient, and economies more stable and resilient,” says Michael R. Bloomberg, Chair at
TCFD (Bloomberg 2019). The TCFD first status report in 2018, emphasized the importance of
transparency in pricing risk—including risk related to climate change—to support informed,
efficient capital-allocation decisions. (Task Force on Climate-Related Financial Disclosures
2018).
Assurance and Comparison
Quality of <IR> reports varies with many reports in the past having a lack of quality and not
reaching the intended goal of the IIRC (2IW), as there is no assurance process (2/3/16IW). In
the first couple of years, there was still much confusion around the non-financials, yet <IR> has
been developing in a more rigid state (7IW). The usage of terms such as the capitals has been
adopted in different words by many <IR>-users, as is allowed by the IIRC. Even though this
flexibility of language is beneficial to the <IR>-users, it does harm the comparability of reports
(2/5/15/18IW).
For investors, this incomparability, as well as the vast range of elements of <IR>, is experienced
as being difficult by investors (2/15IW). Their perspective is that “companies aren't giving us
consistent, transparent and comparable information” (14IW).
The lack of standardization is considered between reporting. It is seen as major challenge by
<IR>-users and investors, mentioned by six interviewees (3/6/10/14/17/19IW). The line of
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when a report qualifies as a <IR> report also becomes unclear, especially when only certain
elements of the framework are used (4IW).
The flexibility is both the strength and the weakness of <IR> (8/17IW). <IR> by itself is
perceived as not being rigid or detailed enough to be used properly and its shortcomings need
to be filled up with other tools, yet it should give more guidance on assisting tools, in particular
relating to non-financials (2/3IW). At its core <IR> is a still financial reporting, with financial
value creation being the primary objective and indirectly meaning that financial capital has a
higher prioritization than the other five capitals (6/7IW), even though the IIRC says this is not
the case. With regards to this, sustainability experts suspect that dependency of the
sustainability-related capitals (human, social & natural) will become more evident in future
iterations of <IR> (2/3/10/17IW). Relating a phrase of a user to this: “not being sustainable
will [in the future] come to light anyway.” (9IW).
4.2.3

Outcomes for organizations and sustainability

The most immediate visible benefits of using <IR> and starting the process of integrated
thinking is related to communication and collaboration within the organization. This feedback
is consistently mentioned in more than half of the interviews. Benefits are described as
enhanced collaboration between departments, better communication between departments, and
widening the perspective beyond financial and sustainability reporting, which happens
gradually (1IW). These benefits relate back to what the IIRC calls “silo-thinking.” As observed
by one of the <IR>-users: “Just bringing different departments together usually already makes
a huge difference.” (5IW). Many of the benefits and also the challenges of using the <IR>
framework mentioned in the interviews were around the themes of communication and
collaboration. One-third of the interviewees identified these as having a positive influence over
the business that resulted in better strategic decision making and impact (1/2/6/7/8/12/18IW),
plus it tends to also make financial benefits clearer (2/7/18IW).
Increased communication was mentioned often in combination with clarity within the
organization, especially with regards to strategy and strategic objectives. All interviewees
except one acknowledged that <IR> increases clarity around the business model within the
organization. Some <IR>-users even mentioned that the concept of <IR> had major influence
in the reshaping or formulation of the strategy of their organization (1/4/8IW). Communicating
results and keeping employees involved with the <IR> process takes times though and gets
harder when people leave, and new persons come in (1IW). The language of the capitals has to
be taught continuously, as for most people, it is not something they are used to.
The value of an integrated report lies in “the relationship and the interaction between the
financials and the non-financials” (5IW) that should be visible. Mainly experts emphasized
this point, but also <IR>-users mention the importance of the narrative and, for example
“understanding why and how CO2 and water consumption are connected” (3IW). This
understanding is mainly credited by the structure of the six value capitals of <IR>, that by onethird of the interviewees is seen as the most valuable part of <IR> (1/2/4/7/8/15/19IW). It
increases transparency concerning the impacts and consequences of decision making
(1/2/3/5/7/10IW) and gives and a better overview of the whole organization (6IW). Difficulty
in connecting financials and non-financials is partly because of the language barrier between
sustainability related and financial departments (4/6/11/14IW).
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<IR> and sustainability
Sustainability as a term has a confusing meaning for most people, as it has been used for years,
and most people have difficulty putting it effectively into practice (3IW).
In the past, the IIRC has voiced in occasions that <IR> has nothing to do with sustainability
and has refrained from using ‘sustainability’ language (2IW) with assumed reasons that it would
scare off potential users. Emphasized by all experts and many of the other interviewees is that
<IR> is not designed for sustainability, nor is it its purpose to do so. The use of the word
sustainability is more accurate for <IR> within the context of economic sustainability and longterm survival of an organization (1/5/9/14/18/19IW). “The goal of <IR> is to make strategic
decisions that lead to sustainable financial stability.” (5IW) as said by a sustainability and
<IR> expert. Economic sustainability for the long-term automatically uses includes social and
ecological sustainability (2/6/7IW), as an organization is connected and depended on societal
and ecological systems. These systems are not a primary priority in <IR>’s integrated reporting,
yet unavoidable.
Reporting can serve as a trigger function that can boost sustainability because the transparency
in certain areas it delivers (10/14IW) and is considered to the future of corporate reporting
(7/12IW). The sustainability landscape is developing and increasingly more organizations see
a competitive advantage in this (2/10/14IW). Still, it is mentioned that there is a “big difference
between what organizations are actually doing on their strategy with regards to sustainability
and what they are wanting and willing to report on.” (3IW).
There is variety in the approach and in opinions of how to use sustainability in reporting and
<IR> reporting. Multiple sustainability experts have expressed concerns that <IR> has no
formulated goals or description of success (2/9/10/17IW) and concerns are raised about <IR>
not giving enough direction. A representative from the IIRC described that “sustainability
shouldn’t be thrown in business as numbers and limits.” (6IW), while all sustainability
reporting experts have expressed a range of concerns relating to this, especially since <IR> has
a major grey-zone when it comes to sustainability (5IW). The first concern relates to the success
level, and that in essence, <IR> has not formulated success well. The question was raised if
organizations are capable of being strategic (with regards to sustainability) when there is no
success or goal formulated (3/10IW). Sustainability experts connected this to societal and
planetary boundaries (2/3/9/10IW), as “strategic decisions should be made around thresholds
what the planet can handle” (10IW). <IR>user interviewees did not use or mention anything
about planetary boundaries.
All social and ecological material issues derive from stakeholders, in a combination of having
two capitals related to social sustainability leads to having a stronger focus on social
sustainability (2/3/5IW). Multiple experts acknowledge that using <IR> properly leads to
having a better overall sustainability impact (2/5/6IW). The same response also comes from
most of the <IR>-user interviewees. Examples given of what sustainability related impact <IR>
has brought to their organizations are: monitoring of social and ecological indicators (12IW),
more sustainable use of resources (1IW), change of business model that focusses on a more
sustainable product (8IW) and motivating decision making of customers to be more sustainable
(4/16/18IW). Overall, most <IR>-users have experienced a change in mindset or gained a new
perspective regarding their business model and how they create value (1/4/8/16/19IW).
Page 39

4.3

Summary of Key Findings

Key findings from the tool and concept analysis:
x <IR> is a reporting tool to communicate performance with a focus on reporting on
strategy and to assist in strategic thinking and decision-making processes.
x The <IR> Framework does not clearly acknowledge the sustainability challenge.
Planetary limits and environmental challenges are mentioned once and are not further
defined or referenced.
x The Framework uses the term ‘overall stock of capitals’ (IIRC 2013e, 11), which is not
explicitly defined and implied as a success that should be strived for by users. It is not
clear whether it means that all capitals are aggregated in a single value, and if so, how it
will be calculated or whether this is even possible.
x Users of <IR> can define any of the capitals for themselves and is up to the user’s
interpretation to include or exclude capitals. There is a relation to social and ecological
sustainability principles, but it is weak.
x There are no formulated strategic guidelines. <IR> concept of Integrated thinking or
strategic thinking comes closest to being a strategic guideline, yet does not point in any
direction for prioritizing actions.
Key findings from interviews and report analysis:
x The starting process of using <IR> is experienced and complicated for users due to the
high number and flexibility of the content.
x When applied, <IR> influences the strategic decision making of organizations and makes
organizations look beyond financial values.
x This flexibility and confusion surrounding the elements of KPI’s and materiality process
translate into great variety between multiple <IR> reports. Causing non-transparent and
incomparability.
x Users of <IR> and investors are experiencing difficulty when it comes to handling nonfinancial information. Current information management systems and structures are
designed to handle and calculate with financial data and have trouble processing nonfinancials.
x Using <IR> results in increased communication and stronger collaboration between the
departments of the user organization, as well as aligning better to the overarching
strategy of the organization.
x Using the six capitals as decision making dimensions shows the connection and
consequences of decision making comprehensively and makes ethic issues visible.
x <IR> reporting helps organizations in understanding the dependencies it is relying on. It
is seen as an initial catalyst for becoming more strategic and becoming more sustainable.
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5

Discussion

This thesis aims to assess <IR> Framework’s contributions in moving organizations
strategically towards sustainability aligned with an SSD perspective. For this purpose, FSSD
analysis was used, 20 semi-structured interviews were conducted, and six integrated reports
were assessed. This section presents a discussion about these findings. The discussion tighter
with the conclusion in chapter 6 answers all three research questions.

5.1

Does <IR> Lead to Strategically Moving Towards Sustainability?

This section aims to answer the first research question, centered around the findings from the
5LM and FSSD analysis from paragraph 4.1.
RQ1. How does the <IR> Framework currently help an organization to move
strategically towards sustainable development?
5.1.1

System Level

The first level of the FSSD defines the system in which strategic planning of organizations takes
place in. From an SSD perspective, considering larger systems and in particular, the socioecological system is essential to be strategic when addressing sustainability. <IR>’s connection
within the large scope of larger systems is discussed here.
From a systems point of view, as it was underscored in the introduction section that the
accounting system, which shaped by the traditional neoclassical economic theory, is an
important leverage points for integrating a sustainability mindset into the organizations. The
founding mindset of the IIRC had a similar holistic perspective, evident by their desire to
support the change of the traditional accounting to include sustainability aspects and by putting
providers of financial capital as the main target group of <IR> reports. As originally, <IR> is
designed by two major players from the field of sustainability. Both GRI and A4S were the
original promoters of the <IR> framework and have set up the organization that is now
managing it, the IIRC (IIRC 2011). It could be assumed then that the original intention was to
emphasis sustainability within the initial development of the Framework.
The IIRC intention is to facilitate a “meaningful assessment of the long-term viability of the
organization’s business model and strategy” (IIRC 2011) for investors and the organizations.
This holistic approach of IR is an important step to address the complex sustainability challenge
and has a significant potential to lead to move towards sustainability. Dominance of the main
accounting bodies such as ACCA and CIMA in the governance of the IIRC and them publishing
integrated reports as role models for the rest of the accounting world is a big step towards
achieving the goal of changing accountancy to a more sustainable trajectory.
Planetary boundaries and environmental limits are mentioned once in the main framework
document (IIRC 2013e) without additional context. These mentions do directly relate to the
socio-ecological system and align with SSD, yet are poorly articulated and given no guidance
on what they impose. It cannot be perceived that <IR> is using sustainability elements to the
extent that fully aligns with SSD. The global social system poorly relates to the capitals Human
and Social; Natural capital relates strongly to the ecological system, with the other three capitals
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relating to the economic system. However, these capitals are introduced shortly and there is not
much guidance about them.
With the concept of Integrated thinking and the connectivity principle, the interdependencies
to (natural) resources might become more visible. This perspective relates itself only to an
organization’s direct inputs and outputs though without sketching the larger global context,
missing the relation to the larger environments and the socio-ecological system and which is
another identified gap on the systems level. This gap is also strongly emphasized by
sustainability experts from the interviews. Thus, there is a lack of understanding of nested
systems and scientific understanding of the environmental and social context. Also, the
ambiguity in the capitals might lead to undesired trade-offs between them, which is problematic
because without natural resources and ecosystem services, neither organizations nor human
society will survive on the longterm
5.1.2

Success Level:

The success level defines the desirable outcome of using <IR> as a result of strategically
planning towards this defined vision. This vision can be defined in the form of boundaries and
principles which can be assisted in strategically directing and prioritizing actions to be taken by
user organizations of the tool.
The <IR> framework has no clear vision statement that actions can be directed towards nor
backcasted from, as it is neutral and flexible to any interpretation. The Framework uses the term
“overall stock of capitals,” which might be interpreted as a single aggregated value of the
capitals. Success is implied to be the maximization of this idealistic value. Yet, as is clear from
the context of this value, it serves as a mental model and is not intended to be calculated with.
The point of having such a value is to realize that financial value is dependent on all the other
capitals, which include social and ecological systems. Showing the maximizing financial value
in the long term requires caretaking of all other value capital.
SSD has a vision framed by eight sustainability principles. While <IR> does not have any
success defined by themselves, there is some form of weak relation to the SPs through the
capitals Human, Social, and Natural. These capitals relation’s to the SP’s are weak, as <IR>
purposely designed the framework to be fit on the user’s organization own definition of success.
The choice of not having a defined vision greatly misaligns with the theory of SSD, as a
sustainable society requires boundaries conditions and a directed trajectory to reach such a state.
This is one of the major gaps identified as is pointed out by many of the sustainability experts
from the interviews.
It should be mentioned however, that part of the process of making a <IR> report is describing
the value creation model on the short, medium and long term, and defining what this looks like
and how the organization intends to go there. It seems then that <IR> is trying to stimulate
organizations to formulate their vision within the concept of the capitals. The report analysis
performed in this research as well as from interview surface that long-term visions or
description of goals and how the organization intends to reach it are rarely presented clearly in
<IR> reports. <IR>’s neutrality for any usage can lead then to an unsustainable trajectory, but
it seems to try to make organizations aware of their dependencies and make them visualize
themselves in the (sustainable) future. It has to be noted that this claim is not strongly grounded
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by facts but is a likely possibility especially when considering the origins of the framework, as
it is created by two major sustainability reporting initiatives.
5.1.3

Strategic Guidelines:

The strategic guideline level defines the process of strategically moving towards the defined
vision from the success within the system that it is operating. As relating to the absence of a
clear definition of success, strategic guidelines are sparse. In the <IR> Framework, integrated
thinking, and materiality concepts could be interpreted as strategic guidelines for organizations.
However, both these concepts are vague and do not point in any direction for actions to take.
Again, as it is similar to the success level, <IR>’s design to be flexible allows any means of
prioritization that users choose, which also applies to the materiality process. The concept of
backcasting is not used anywhere in the Framework. Though success for <IR> is allocated to
be defined by the user, the concept of backcasting could be applied and assist in prioritizing
strategic actions.

5.2

Experience Around Usability

This section will answer the second research question of this thesis and is centered around the
findings from that emerged from the interviews from paragraph 4.2:
RQ2. What are the experiences of the organizations currently using the <IR>
framework to move towards sustainability?
5.2.1

It Takes Years to Mature in Integrated Reporting

Getting an understanding of the <IR> framework is not an easy nor straightforward process as
experienced by the authors of this thesis themselves, confirmed by academic and empiric
literature and interviewees. Many users of <IR> interviewees have admitted having difficulty
in implementing the reporting tool and having to take years to mature in its use. Maturing in
the framework is seems to be related to the already existing maturity of the user’s strategic
thinking and understanding of sustainability, as emerged from interviews. 2016 was even the
first time since the official release in 2013 that an organization used all the parts and elements
prescribed in the <IR> Framework (19IW).
The Framework is intentionally designed with flexibility in mind, yet this also makes the
process of implementation on an operational level harder. The Framework is principle based
and cannot be used to “check boxes”, adding on the difficulty in the start of the implementation
process. Due to this high flexibility, having no certification process, being free to use and adapt,
the entry barrier to use <IR> is deemed low. This has the intention to be more attractive for user
organizations (IIRC 2015). Resulting as pointed out by literature (ACCA 2018a; Dumay et al.
2016; Flower 2015; IIRC 2015; Pistoni, Songini, and Bavagnoli 2018; Turcu 2015) and
interviewees in an overall lack of quality of released <IR> reports. This translates into some
issues that relate to usability.
Lack of quality in the reports are related to the themes of transparency and incomparability. As
interviewees pointed out, there is a natural tendency from organizations to hide negatives. Users
have the full freedom to decide what is included and excluded in the scope of materiality, which
relates to the quality and trustworthiness issue that is hard to pin down. Especially for investors
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that are the intended readers of the reports and are expected to make judgment calls from it have
trouble with the lack of a standardized ways of comparing values of non-financials in a longterm. The 5LM analysis identifies the lack of a vision and strategic guidelines that users can
follow or strive towards, contributing to this lack of quality of the reports and incomparability
between them that also emerged from both the interviewees and report comparison. There is
great difficulty though in describing one’s whole organization´s strategy and performance
concisely, especially when it is designed to be written on an abstract level. This also strains
with <IR>’s requirement that a report “should include all matters, both positive and negative,
in a balanced way and without material error.” (IIRC 2013e, 21).
Challenges regarding the initial implementation process are centered around non-financial data
management. Current information management systems and structures are designed to handle
and calculate with financial data, which applies to both organizations that use <IR> and
investors. There are multiple obstacles identified regarding this, most notably: what nonfinancial information is relevant and important, how they should be measured, the lack of data
surrounding them, how they should be calculated with and implemented in decision making.
These all issues and questions that user organizations and investors are struggling with. Users
have addressed (parts of) these gaps with other tools like the SDG’s (United Nations 2019),
GRI (GRI 2019) or Future-Fit (Future-Fit Foundation 2019). The issues around non-financials
relate to performance management of the capitals and the materiality process of <IR>, and also
back to the issues regarding lack of transparency and incomparability mentioned earlier.
The great flexibility of the Framework increases difficulty prolongs the initial process for users
and takes then years to mature. For organizations that go through the maturing process, this
freedom is appreciated. However, as emerges from all the different research sources, the goal
of the IIRC to standardize reporting seems not to be achievable at this point in time.

5.3

Overall Discussion

This part of the discussion does not specifically refer to any of the research questions but are
still deemed relevant and add value to the overall research purpose and aim.
5.3.1

Being Strategic Through Integrated Thinking

It should be emphasized that <IR> aims to be an overarching structure with elements that are
relevant for any organization. The framework is purposely defined on an abstract level by the
IIRC. Integrated thinking, along with the central guiding principle Connectivity, are all related
to strategy and providing conditions for an organization to act strategically as a whole. <IR> is
named as being the ‘umbrella’ structure of their reporting by several interviewees and for two
users even as the main arching structure for decision making, demonstrating how the framework
is indeed used for the intended purpose. In contrast, though, the lack of overall quality in reports
also confirmed by sustainability and <IR> expert interviewees suggest that the vast majority of
users of <IR> do not apply integrated thinking well (yet). This demonstrates itself in reports
where financials and non-financials are presented separately without a narrative connection.
Integrated thinking, is so fundamental to integrated reporting, that it has been pointed out
directly by more than five interviewees from all interviewee groups to be more important than
the reporting process. This aligns with the intention from the IR Framework’s focus. Since
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integrated thinking is so closely related to strategy, it can only be executed well when the board
or governance of the organization is involved, which is also confirmed by multiple
interviewees. Integrated thinking when applied, increases communication and collaboration
between departments, as confirmed by interviewees. As well, structures within the organization
such as information management systems. Although increased connection within the
organization is a great improvement this is not enough for being strategic. Being strategic
requires having a desired future goal and strategic guidelines to reach that vision in a stepwise
approach
5.3.2

<IR> as a Steppingstone for SSD

This thesis research outcome is that organizations that adopt the <IR> Framework will likely
undergo a sustainability transformation in their businesses correlating to increasing knowledge
and application of the integrated thinking. The <IR> Framework requirements for connectivity
and interconnection between capitals together with materiality and long-term value creation,
are likely to orientate organizations to have insight to become more (financially) sustainable.
Half of the main reporting value creation capitals (Human, Social and Natural) directly relate
to social and ecological sustainability. With this and the concept of trading value between the
capitals (trade-offs), <IR> connects to the sustainability that relates to the definition of
sustainability used within strategic sustainable development. When reporting through <IR> is
executed as intended, it shows the connection between financials and non-financials and makes
the relation to sustainability visible. <IR> is acknowledged by interviewees to assist in making
consequences of decision more visible, especially relating to non-financials. It seems that using
<IR> assist organizations to make sustainability visible and increase its awareness for it. The
dependencies of financial value become clearer and as articulated by a sustainability expert:
“the business case for sustainability and sustainability case for business is becoming something
that people understand better through <IR>.” (3IW).
As all six capitals are equal among each other and there is no guidance boundaries or restraints
surrounding the use of them. <IR> is neutral towards any (un)ethical or controversial decision
making and trade-offs. To illustrate, depleting natural capital such as oil extraction in return for
financial capital is acceptable, as long as this trade-off is reported on. As from interviewees,
acknowledging these kinds of trade-offs regarding human, social and natural capitals creates
pressure for organizations to decrease value depletion in these areas. This translates in actions
such as restoring land or reducing greenhouse gas emissions. These actions are not in any way
incentivized by <IR> nor does it pose suggestions in this direction. Emphasized by user
interviewees of <IR>, actions with regard to sustainability are not caused by using <IR>.
<IR> itself does not guide or point an organization in any direction, as it has no strategic
guidelines nor tangible success definition set. The framework itself does not align well with
sustainability defined by strategic sustainable development and it has a weak relation to
sustainability principles. <IR>’s flexibility allows it to be possible to ignore all sustainability
principles, but also to have them all included based on the user’s perception. There a many
gaps with SSD on the system, success and strategic guidelines level towards aligning to a
sustainable society, as described in paragraph 5.1. Yet, what it does seem to accomplish is being
an entry-level tool to sustainability for organizations and assist in the orientation on social and
ecological dependencies for creating financial value. As said by a sustainability expert
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interviewee (2IW), <IR> can assist organizations along the way with regards to applying
sustainability in their business when the intention is there.
For organizations that have limited interest or experience trouble applying sustainability, <IR>
can serve as a steppingstone to orientate them towards social and ecological sustainability.
There are still many gaps though with regards so strategic sustainable development, as
discussed in paragraph 5.1. <IR> may be an initial steppingstone, but at its current state it alone
doesn’t direct organization towards a sustainable society.

5.4

Validity, Limitations and Future Research

The research presented here is based on multiple different sources to triangulate results. Results
from interviews, literature and report analysis includes a comprehensive overview of relevant
aspect surrounding the research subject <IR>. However, limitations regard the scale to which
these have been explored. The sample size of 20 interviews performed do not represent the full
extent of the researched field and the findings of the interviews could then have missing parts
or have findings that not fully represent it. This same risk of validity also applies to the report
comparison analysis, where six reports were used to distill findings.
There is a validation risk regarding to the recommendations, as due to time limitations the
authors weren’t able to verify these with other sustainability and <IR> experts or back with
interviewees. As well, due to limited insight in the development plans and of IIRC, we weren’t
able to adapt our recommendations to them and also excluded potential implementation cost.
Our recommendations then are then based on the findings of this research and focussed on
addressing theoretical gaps within the Framework from an SSD perspective.
Some of our limitation can be investigated further in future research, with potential
areas for research that can build onto this thesis being:
x How can sustainability be applied and implemented into <IR>?
x What is <IR>’s relation with sustainability tools and how can they complement each
other to address sustainability?
x What are the gaps and opportunities for improving <IR> from an investor’s point of
view in relation to sustainability?
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6

Conclusions and Recommendations

In this chapter, the conclusions and recommendations from this thesis are presented. The
conclusions are structured and allocated towards the two first research questions. The last
research question is aimed at presenting possible improvements for <IR> from the perspective
of SSD and is therefore named as recommendations in the last subparagraph.

6.1

Conclusions regarding RQ1
RQ1. How does the <IR> Framework currently help an organization to move
strategically towards sustainable development?

<IR> does have a connection to SSD, yet the relation to all the SSD elements are weak. It can
be a stepping stone as it does create awareness and assists introducing organizations to
sustainability elements within the business language. The business case for sustainability
becomes clearer and it communicated in the language financial orientated businesses are used
to. <IR> is successful in being an overarching framework for businesses to structure and
combine business and sustainability elements. However, besides this initial orientation, <IR>
cannot be used as a standalone tool to reach a sustainable society strategically.

6.2

Conclusions regarding RQ2
RQ2. What are the experiences of the organizations currently using the <IR>
Framework to move towards sustainability?

During the research, the interviewees and report findings indicate that there are mixed
experiences surrounding organizations moving towards sustainability through the use of <IR>.
The process of using and implementing <IR> is experienced as rough and presses a new mindset
for most organizations. The positive experiences from all interviewee groups surrounding
<IR>’s concept of integrated thinking, implementation of sustainability-related elements in
organization’s strategy, suggests that using <IR> assists and succeeds in making organizations
more strategic. Overall, organizations acquire a broader perception and understanding
regarding non-financial data and performance.

6.3

Recommendations regarding RQ3

This section answers the third research question.
RQ3. How can the <IR> framework be improved to support organizations to address
the sustainability challenge from a strategic perspective?
The authors propose that IR Framework be integrated with SSD, which help to move
systematically and strategically toward sustainability. A strategic approach helps the
organizations to progress as well as offers cooperation across value chains and with other
stakeholders. An SSD approach employs vision framed by sustainability principles as well as
strategic guidelines which assist to move toward achieving that vision. Moreover, a proactive
approach is needed to navigate in this level of uncertainty which the FSSD can provide.
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Recommendations are structured in the levels of the Frame for Strategic Sustainable
Development, as this structure can give accurate recommendations for relating to specific parts
of SSD. There are also recommendations made that do not specifically relate to any of the levels
of the FSSD, these are presented after. R1 to R8 describes the recommendations.
6.3.1

System

Since <IR> release it indirectly acknowledges the concept of nested systems in one of the
background papers (IIRC 2013b), yet it isn’t integrated into the main Framework paper.
R1. Explicitly recognize the concept of nested systems, also in appliance to the six
capitals. This relates to systems thinking that is a core aspect in SSD. Nested systems
will increase the awareness for the dependencies of financial value and can assist
organizations in understanding their own value chain.
Planetary boundaries and environmental limits are mentioned once without further context. In
a sustainable society, these have to be mindful of and not be violated.
R2. Include or refer to a form of limitation or boundaries with regards to larger
systems, most notably the socio-ecological system. Context around these notions are
essential to be used or taken in consideration by organizations that use <IR>.
6.3.2

Success

There is no clear vision of success that users should strive towards. Implied is the notion of
‘overall stock of capitals’ that seems to be an aggregated value, combining all six value capitals
in a single idealistic value. As for the capitals, the relation to social and ecological sustainability
principles is weak.
R3. Formulate or refer to a vision that can be striven for and organizations that use
<IR> can direct their operational efforts towards. Referring to other tools that relates
success to planetary boundaries like SSD, Future-Fit (Future-Fit Foundation 2019) or
reporting 3.0 (Reporting 3.0 2017) is a possible solution method.
6.3.3

Strategic Guidelines

There are no formulated strategic guidelines and relates to there being unclarity in the success
level. <IR> has an influence on the strategic decision making of organizations and makes
organizations look beyond financial values through the concept of integrated thinking and
process of materiality, but it doesn’t point in any direction for prioritizing actions and leaves
this fully open to the user.
R4. Include aspects that prioritize actions that are likely to support to society’s
transition towards sustainability and progress towards it into the concept of
Integrated thinking and the process of materiality. This could be brought in context of
ROI, as financial return is part of the main purpose of <IR>.
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Success open to be defined by the user organization. Even though the success can then be
different for every organization using <IR>, it is still possible for <IR> to apply the notion of
backcasting.
R5. Integrate backcasting as a method to define strategic actions from. Backcasting
can be combined with the content element ‘Strategy and resource allocation’, as
within this content element should be reported on the long- term focused value
creation strategy.
6.3.4

Other Recommendations

The starting process of using <IR> is experienced and complicated for users, due to the high
number and flexibility of the content. Resulting into great variety between multiple <IR>
reports and causing non-transparent and incomparability between them. Many users start with
only using parts of <IR>’s concept, like the capitals.
R6. Prioritize concept elements in a stepwise manner that a starting organization can
work towards. Essentially defining levels or stages before reaching a full
implementation of the framework, as it takes users years to adopt all elements. The
entry-level could be to define the business model within <IR>’s theory of value
creation; the second year to start reporting on the capitals; etc.
<IR> reports provide a complete picture of the user’s organization and illustrate on an abstract
level, including strategic objectives and the business model focused on short to long-term. The
process of making a <IR> report is intensive and costly. As it is annual it tends to act as a
momentary sample and lose its strategic orientation on the long term.
R7. Use reporting cycles on multi-year level and use smaller annual cycles within
them to increase the focus on the long-term and decrease intensity in the reporting
process. This can also lead to reduced repetitiveness in annual reports and while
keeping the connection to the long-term. For example, every five years a complete full
<IR> report can be presented with annual updates in between with regards to
performance only.
Users of <IR> and investors are experiencing difficulty when it comes to handling non-financial
information. There are many questions and uncertainties connected to this issue which
correspond to sustainability. <IR> makes no direct references or connections to any other tools
that could support it with the exception of the SDG’s.
R8. Refer to, direct or implement other tools that could fit or assist in supporting nonfinancials in the overarching ‘umbrella’ structure of the Framework. <IR> is written
on abstract level without any operational guidance. Other tools that are designed on
an operational level (such as KPI’s) could fit within niche aspects of the framework,
as organizations have to find or create these themselves either way when using <IR>.
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Appendix
A. Fundamental concepts of <IR>

There are three fundamental main concepts defined in the <IR> Framework. What resources
are needed and used by an organization and what are their relationships. How does the
organization interact with the external environment and the capitals to create value over time.
Definitions of capitals
The <IR> Framework defines capitals as “the resources and relationships used and affected by
an organization” (IIRC 2013, 4) and explains six categories of capitals. These capitals are
financial, manufactured, intellectual, human, social and natural capital. The definitions of
capitals are very brief in the <IR> Framework and although, there is some further background
literature and explanation about them in the “Capitals Background Paper for <IR>” published
in 2013.
Also, the Capitals Background Paper include a hierarchy about the capitals as illustrated in
figure 2. Although, according to this figure all the other capitals sit within the natural capital,
neither this figure is included in the <IR> Framework itself, nor there is any further explanation
about the dependency of the all the capitals to the natural capital. Thus, in the <IR> Framework
the capitals are meant to be worth equal. There is a purpose of converting capital back into
financial capital so that investors can benefit from the value creation. Moreover, how these
capitals can be used to address the sustainability challenge and also how the trade-offs should
be dealt with is not clearly explained.

Figure 3 – Overview of the structure of the six capitals of <IR> (IIRC
2013b)Figure 3 – Overview of the structure of the six capitals of <IR> (IIRC
2013b)
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Financial capital: Financial capital is the pool of funds available to an organization. This
includes both debt and equity finance. This description of financial capital focuses on the source
of funds, rather than its application since that applies to manufactured or other forms of capital.
Manufactured capital: Manufactured capital is seen as human-created, production-oriented
equipment and tools. This both include inventory and goods to be sold, as well as equipment
and all physical created forms of value.
Intellectual capital: Intellectual capital is a key element in an organization’s future earning
potential. It is primarily about the brand, the report, management, and control of a business. It
includes management systems and its resilience in dealing with risks.
Human capital: Human capital consists of the accumulation of individual’s capabilities,
knowledge, skills, and experiences of the company’s employees and managers. The carrier of
human capital is always an individual person.
Social capital: Social capital comes about in the relations among persons that facilitate action.
It includes the strength/efficacy of supply chain relationships, community acceptance,
government relations, relationships with competitors and customer loyalty.
Natural capital: The concept of natural capital, understood as any stock of natural resources
or environmental assets that provides a flow of useful goods or services, now and in the future.
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B. Integrated Reports and coding
Code

Organization

Report

Business sector

Geographic area
for head quarter

1IR

Yokogawa Electric Corporation
Diageo

Industrial
automation
Beverage alcohol

Japan

2IR
3IR

VicSuper Pty Ltd.

Funding

United Kingdom

4IR

Wacoal Holdings Corp.

Women’s apparel

Japan

5IR

ACCA

Accountancy Body

United Kingdom

6IR

Anritsu

2018 Yokogawa Report
(Yokogawa 2018)
Annual Report 2018
(Diageo 2018)
Annual Report 2018
(VicSuper 2018)
Integrated Report 2018
(Wacoal Holdings Corp.
2018)
Integrated Report 2018
(ACCA 2018b)
Anritsu Integrated
Report 2018
(Anritsu 2018)

IT-devices

Australia

United Kingdom
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C. Interview questions setup design

Research question 1

Theme

How does the <IR> framework currently help an organization
to move strategically towards sustainable development?

Sub-theme
Social sustainability
Ecological sustainability

Does <IR> address sustainability?

Economical sustainability
Alignments with SP's
Systematic violations to SP's
Internal in the organisation

Does <IR> take a systems perspective`?

Connection with stakeholders
Nature as underlying system
Physical effects on nature

Long term outcome

Short-term decisions vs long-term
Trade-offs
Value of natural capital

The role of value in SSD

Nested systems
SPs
Does <IR> address a strategic perspective
Strategic guidelines?

Strategies

Actions aligned with strategic success
Do the given tools address/assist in being strategic
Incentivising of strategic actions
Promoting sustainability

Attitude towards sustainability

Strengths of sustainability partners
Balance between financial accounting and non-financial

Definitions of social/human capital
Fit within the sustainability
funnel vision

Social capital, measurement and process
Human capital, measurement and process
What is the vision of <IR>
Vision alignment with SP's
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Research question 2

Theme

What are the experiences of the organizations currently using
the <IR> framework to move towards sustainability?

Sub-theme
External pressure

Why start using <IR>

Internal motivation
Initial response of investors
Most important aspects

Understanding from users

Difference with previous reporting
Relation to traditional financial reporting
Impact outside just the report

Business benefits

Reputation
Transparency
Satisfy the old inv.

Role of investors

Did attract more?
What do they look at

Effect to their stakeholders
Risk and opportunities
Integrated thinking

Trust
Communication with stakeholders
Materiality to business and stakeholder
Holistic thinking as an organisation
Holistic thinking with stakeholders
Does the concept of value creation make sense

What is your process for value creation

Outcomes
Time how long

Resource efficiency

Resource allocation
Did IR bring changes in decision-making

Decision making process

Alignment to what <IR> wants
Connection with value creation

Barriers
Dealing with trade-offs
IIRC development plan
View from the partners
Gaps
Other tools
Critics

Organisational barriers
Fears regarding use of <IR>
Dependencies between the capitals
Development so far
Future development
GRI, Accounting Body
For using it
Investors
Similar reporting tools
Tools that can assist <IR>
External and internal
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Examples of interview questions
Why have you started to use the <IR> framework?
• What is your personal experience with this reporting tool?
Why do you think organizations start using the <IR> framework?
Do you think that using <IR> helps organizations to move towards sustainability?
• In what way? If not, please elaborate.
• Do you think the concepts (including the capitals) of <IR> are clearly enough
defined?
In <IR> there doesn’t seem to be a clear definition of sustainability, why do you think
this is the case and what are the consequences of this?
• Value within the capitals seems to be equal among each other, is the concept of
‘nested systems’ clear enough?
• According to IR, any trade-offs between the capitals are valid, what do you think
about this?
In what way(s) does <IR> help organizations use integrated thinking?
Integrated thinking is 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.
Integrated thinking leads to integrated decision-making and actions that consider the creation of value
over the short, medium and long term (IIRC).
•
•

In what way(s) does <IR> help organizations in strategic decision making?
How is sustainability included in strategic decision making through <IR>?

What do you think is missing in the <IR> framework to support organizations to
address the sustainability from a strategic perspective?
What value does <IR> reports offer to stakeholders and society?
• If you were to compare sustainability performance in multiple <IR> reports, how
would you do it? Is this even possible with the current state of the framework?
• What is the effect of IR reports on investors?
• How transparent do you consider <IR> reports to be?
•
How trustworthy are <IR> reports, what are the risks for greenwashing?
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D. Interviewees
Code

Stakeholder group

Role/Position in the
organization

Business sector

Geographic area

1IW

User of <IR>

Real Estate

United Kingdom

2IW

Experts in applying
sustainability;
User of FSSD;
User of <IR>
Experts in applying
sustainability
User of <IR>
Founders, partners &
connected organizations to
the IIRC
Founders, partners &
connected organizations to
the IIRC
User of <IR>

Deputy Head of
Sustainability
CEO

Sustainability
consultancy
Reporting

Canada

Consultancy

Reporting

The Netherlands

Global Head of Reporting
Training Manager

Banking, Investor
Reporting

The Netherlands
The Netherlands

Academic Research
Coordinator

Reporting

United Kingdom

Corporate reporting expert

Accountancy service
provider, Investor
Banking, Investor
Food industry
Reporting

The Netherlands

Group Policy,
Sustainability
GRI Guidance and Practice
Manager and Sustainability
Reporting Manager
Researcher

Banking, Investor

South Africa

Electricity

United Kingdom

Municipality
University

Sweden

Executive Director

NGO in
Accountancy

United Kingdom

Advisory

Sustainability
consultancy in
Reporting

Sweden

Senior Sustainability
Advisor
Director

Banking, Investor

The Netherlands

Reporting

United Kingdom

Consultancy

Sustainability
consultancy

Netherlands

Vice President
Sustainability Manager

Health care
Chemical industry

Denmark
The Netherlands

3IW
4IW
5IW
6IW
7IW
8IW
9IW
10IW

11IW

User of <IR>
User of FSSD
Advisors in Sustainability
Reporting, Integrated
Reporting and/or Financial
Reporting.
User of <IR>

12IW

User of <IR>

13IW

Expert in applying
sustainability;
User of FSSD
Founders, partners &
connected organizations to
the IIRC
Advisor in Sustainability
Reporting, Integrated
Reporting and/or Financial
Reporting.
User of <IR>

14IW
15IW

16IW
17IW

18IW
19IW
20IW

Advisor in Sustainability
Reporting, Integrated
Reporting and/or Financial
Reporting
Expert in applying
sustainability
User of <IR>
User of <IR>

Reporting Principle
CEO
Senior Director

South Africa
Sweden
USA
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