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ABSTRACT

Anche se la tematica dell’Integrated Reporting (IR) & ampiamente
discussa tra gli accademici e le associazioni professionali, maggiori
ricerche sono necessarie al fine di comprendere l'evoluzione
dell’adozione dell'IR in Europa. Questo articolo ha dunque I'obiettivo
di analizzare i percorsi evolutivi dell'IR nei paesi europei, prendendo
in considerazione I'IR delle aziende quotate pubblicati tra il 2011 e
2016 e disponibili nel database dell'Integrated Reporting Emerging
Practice (IIRC) Examples. Inoltre, la ricerca ha I’obiettivo di
identificare delle future linee di ricerca nell’ambito della presente
tematica. Risultati empirici mostrano la diffusione dell'IR in Europa.
In particolare, i risultati in Europa evidenziano che il numero degli IR
dopo la crisi finanziaria e simile per ciascun anno analizzato con
I'eccezione del 2012 in cui si registra una drastica riduzione del
numero degli IR. Il paper inoltre evidenzia quali fattori possono essere
considerati importanti nell’adozione di questo framework. I
professionisti possono trarre vantaggio da questo studio poiché
possono essere consapevoli circa il processo di implementazione del
framework IR tra le aziende che appartengono a diversi settori nel
contesto Europeo.

Even if the topic of the Integrated Reporting (IR) disclosure is widely
discussed among scholars and practitioners, more research is needed
in order to have a better understanding of the evolutionary path of the
adoption of IR across Europe. Therefore, the paper aims to analyze the
development paths of IR in Europe, considering the IR of listed firms
published between 2011 and 2016, and available in the Integrated
Reporting Emerging Practice (IIRC) Examples Database. Furthermore,
this research aims to identify a set of issues for further research in the
field of IR. Empirical results show the pace of diffusion of IR in Europe.
In particular, results in the European setting highlight that the number
of IR after the global financial crisis is similar for each year in the
sample time period with the exception of the year 2012 in which there
is a drastically decrease in the number of integrated reports. This paper
also highlights which factors of the firms are relevant or not in
adopting such a reporting framework. Practitioners can benefit from
this study since they could be aware about the process of
implementation of IR among firms belonging to different industries in
Europe.

Keywords: Integrated Reporting Disclosure, voluntary disclosure,
Europe
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1 - Introduction

In accounting literature, disclosure strategies are implemented by firms to communicate
information related to their position and performance (Owusu-Ansah, 1998). While the
importance of financial disclosure has been recognized since a long time, the relevance of non-
financial disclosure is still growing. In particular, firms are willing to disclose information
related to the management, measurement, and the reporting of the social, environmental, and
economic consequences of their activities (Dumay et al., 2016).

At this purpose, social and environmental reporting has been introduced to disclose this
kind of information (Hogner, 1982; Guthrie and Parker, 1989; Buhr and Grafstrom, 2007). At the
beginning, the information were mainly reported in the annual reports, while, subsequently,
stand-alone reports had increasingly been adopted (Cho et al.,, 2009). However, given the
increased complexity of these additional stand-alone reports, there has been the need to
recombine them with financial disclosure.

The attempt to integrate social, environmental, financial and governance information
resulted in the emergence of integrated reporting (Dey and Burns, 2010; Hopwood, Unerman
and Fries, 2010). According to the IIRC, the integrated report represents the communication of
the information related to how the organization’s strategy, governance, performance and
prospects, combined with its external environment, can create value. In particular, the
description of the value creation process of the firms should consider the interconnections
between the different forms of capital that can contribute in the process: financial,
manufactured, intellectual, human, social and relationship, and natural (IIRC, 2013).

Since the introduction of IR, research in this field has grown a lot. However, since the
decision to adopt the IR methodology is made on a voluntary basis in most of the countries
adopting this reporting tool (Adams, 2015), research is needed in order to have a better
understanding of the evolutionary path of the adoption of IR across Europe.

Hence, the contribution of this study is twofold: first, it will shed some lights on the trends
of IR in Europe, considering the IR of listed firms published between 2011 and 2016, and
available in the Integrated Reporting Emerging Practice (IIRC) Examples Database; second,
drawing on key insights derived from the analysis, a set of issues for further research in the field
of IR is outlined.

The remainder of the paper is structured as follows. In the following Section, the IR literature
will be reviewed and discussed. Then, the research methodology will be presented in the Third
Section. The Fourth Section summarizes the results of the analysis of the state of the art of IR in
Europe. Discussion and concluding remarks are outlined in the last Section.

2 - Literature review

After the 2007-2008 financial and economic crisis, a stream of management and financial
accounting literature pointed out that the extant reporting frameworks (Hoque, 2017), their
assurance (Sikka, 2009) and the control systems in place were no longer able to detect potential
pitfalls in the management of large corporation (Hopwood, 2009). In this sense, it is possible to
argue that the last Global Financial Crisis made clear that corporate disclosures lost part of their
relevance (Johnson and Kaplan, 1991). In 2010, in an attempt to give some relevance back to the
corporate reporting, Eccles and Kruz conceptualized the potential of “one report”, that is a
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single corporate report encompassing both financial and non-financial information (Eccles and
Kruz, 2010). In the same year, motivated by the need to develop a corporate reporting
framework capable of effectively addressing environmental and social issues, the Global
Reporting Initiative (GRI) and the Prince of Wales’ Accounting for Sustainability Project
founded the International Integrated Reporting Council (IIRC). In 2013, the work of the IIRC
resulted in an international IR framework (IIRC, 2013). The IR framework does not adopt a
standard-based approach, with minimum requirements in terms of contents, valuation
techniques and reporting approaches. In contrast, this framework is based on premises and
principles aimed at giving back the relevance to the corporate reporting for a wide range of
stakeholders. Two are the founding premises upon which the IR framework is based. On the
one hand, financial and sustainability information cannot be disclosed in separate reports, since
this will limit the understanding of how corporate strategy is aimed at balancing shareholders
and other stakeholders” needs (Sarafeim, 2015). On the other hand, the increased environmental
uncertainty puts more and more pressure on organisations to detect and pursue ways to create
value in both the short and the longer term. Hence, the corporate reporting should be able to
effectively communicate the value-creating mechanisms by putting together information
coming from different forms of capital (Adams and Simnett, 2011). The seven guiding principles
for IR preparers can be summarized as follows: strategic focus and future orientation;
connectivity of information; stakeholder relationships; materiality; conciseness; reliability and
completeness; consistency and comparability (IIRC, 2013). Taken together, they address the
main objectives of the IR, namely the integration of information, the disclosure of strategic and
the forward-looking orientation, as well as the relevance of corporate reporting for a broad set
of stakeholder groups. Putting it differently, they define the main aim of the integrated thinking
approach. This approach entails “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” (IIRC, 2013: 33). Thus, it is supposed to shift corporate thinking
from a financial and shareholders’ related concern to a more balanced approach of the notions
of profit maximization and societal as well as environmental wellbeing (Adams and Whelan,
2009). Recent studies reckoned that IR has “attracted much academic interest and criticism”
(Chaidali and Jones, 2017, p. 4). More specifically, some scholars examined the role of the
national cultural system on IT (Garcia-Sanchez, Rodriguez-Ariza and Frias-Aceituno, 2013) and
the institutionalization of IR (Higgins, Stubbs, & Love, 2014). Furthermore, recent studies
pinpointed that there has been a “rapid implementation of IR” following prior criticism related
to the background and basic assumptions of IR (de Villiers, Venter and Hsiao, 2017). Similarly,
Adams and Simnett discussed the paucity of other than accounting professionals in the panel of
IR development (Adams and Simnett, 2011). However, a question on the extent to which the IR
is spread and its pace of diffusion in the context in which it was founded, i.e. Europe, is still
open to debate (IIRC, 2017). This paper aims at investigating the following research questions:
How much is the IR adopted by European organisations? Which are the main features of the
firms adopting such a reporting framework?

3 - The <IR> framework

The IIRC defined the 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, 2013:
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7) and consistently addressed a minimum set of information that needs to be disclosed in an IR.
This information refers to eight leading areas which regard the organizational overview and the
external environment, the governance, the business model, the risk and opportunities, the
strategy and the resource allocation, the performance, the outlook, and the basis of presentation
(IIRC, 2013). Each of those areas is expected to be linked to the others according to the integrated
thinking approach. Within this reporting structure, the IR prepares are called to provide
information on the relationship between six main capitals, which are accounted for in the IR
framework (Figure 1). Since organizations ground their value creation strategies (to different
extent) on these six capitals, the changes in the forms of capitals are expected to describe the
connections and the structure of the business model adopted by the organization. Firms
adopting the IR framework reports on the stock and flows of financial, manufactured,
intellectual, human, social and relationship, and natural capital.

Financial [ Mission and vision )
Manvufactured
v Risks and Strategy and V' N
Intellectual opportunities resource allocation
Human
Perf
Social and relationship bt bio Outlook
Natural
External environment

Value creation (preservation, diminution) over time }

Figure 1 — The value creation process
Source: IIRC (2013: 13)

According to the IIRC definition, financial capital addresses a traditional definition
conceptualized by international accounting standard setters (IASB (International Financial
Reporting Standards), 2018). Manufactured capital instead looks at fixed non-financial assets,
such as “buildings”, “equipment”, and “infrastructure”. With regard to intellectual capital,
human capital and social and relationship capital, Dumay posited that these forms of capital are
overlapping the three categories of intellectual capital (IC), by stating that “when you take away
the physical capitals of financial, manufactured and natural capital, the remaining three
intangible capitals broadly align with IC's three capitals: human capital with human capital;
social and relational capital with relational capital; and IC with structural capital (Dumay, 2016,
p. 175). Consistently, de Villiers and Sharma pointed out that IC is a component of both IR and
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GRI frameworks (de Villiers and Sharma, 2017). Thus, it is expected to gain greater relevance in
the future. Finally, natural capital aims at capturing the firm’s environmental footprint by
reporting the flows of renewable and non-renewable environmental resources. However, the
perspective is still firm-related, since the reporting of the changes in natural capital specifically
disclose how these forms of capital “support the past, current or future prosperity of an
organization” (IIRC, 2013: 12). Moreover, it is unclear whether non-fixed non-financial assets,
such as inventory, are included into the natural capital or in other forms of capitals and which
ones.

4 - IR implementation, evolution and main criticisms

From an IR implementation standpoint, the issue of quality assessment in the field of IR
adoption is still under-researched and needing great attention, since quality of non-financial
disclosure is supposed to drive higher economic performance (Barth et al., 2017). Hence, de
Villiers and his colleagues suggest to control for innovative variables when assessing IR quality
(de Villiers et al., 2017). These controls should include, among others, the additional quantity
and quality of information in the IR compared to other disclosure channels than IR, as well as a
proxy for CSR performance, and the issuance of a stand-alone CSR report (de Villiers et al.,
2017). Prior research, indeed, found that stand-alone CSR reports is associated to higher
economic and environmental, social and governmental performance compared to IR (Maniora,
2017).

IR users reported they do not believe that IR framework should be mandated, leaving the
opportunity for the market to reward those companies that issue high quality IR and
practitioners to try different reporting approaches (Stubbs and Higgins, 2018). Hence, the
decision to adopt the IR methodology should be grounded on a voluntary basis, at least for a
relevant period of time (Adams, 2015).

The decision to voluntarily start issuing the IR is based on a number of determinants. Prior
studies found that the economic effects of non-financial disclosures are country specific, with
masculinity, individualism and long-term orientation as main moderating variables of the link
between non-financial disclosure and profitability (Maroun, 2015). The role of assurance on
sustainability and non-financial information is still open to debate (Cheng et al., 2014), with
investors making decisions based on the weightings they put on this information when assured,
compared to non-assured non-financial information (Reimsbach, Hahn and Giirtiirk, 2018).
However, when financial assured and non-financial non-assured information is combined in a
single report, such as in the case of IR, the relevance of the whole information decreases
compared to stand-alone reports (Reimsbach, Hahn and Giirtiirk, 2018). Thus, the decision to
gain assurance on IR is rooted into three main theories, namely institutional, agency and
diffusion of innovation theories. According to Briem and Wald (2018), in fact, and consistent
with institutional theory, companies look for assurance due to coercive pressures exerted by
their stakeholders. Agency theory predicts that firms ask for assurance in search of reliability
and credibility on their information. Finally, grounding on the diffusion of innovation theory,
auditors can be considered as actors of change since they provide support to the implementation
of IR assurance (Briem and Wald, 2018).

Although the research on IR has been critical on the IIRC’s aims of the introduction of such
a comprehensive report (Flower, 2015), which is mainly shareholders focused, empirical
findings show that firms are adopting IR for other than the founders’ intended aims also. In



Beretta, Demartini, Trucco
State of the art IR disclosure in Europe. A research agenda 208

particular, Beck and colleagues found that the willingness to adopt the IR in a corporation was
part of a journey in which IR is a feature of the legitimacy strategy adopted by the organization
and integrates that strategy (Beck, Dumay and Frost, 2017). These findings are not consistent
with prior research claiming that IR will have a low, if any, effect on corporate practices (Flower,
2015). Similarly, Brown and Dillard criticized the IR for being stakeholder management
oriented, rather than aiming at stakeholder accountability (Brown and Dillard, 2014).

5 - Methodology

5.1 - Sample selection and data collection

In order to perform the analysis, all the integrated reports (IRs) from European listed companies
from 2011 to 2016 available in the IIRC’s Integrated Reporting Emerging Practice Examples
Database were considered.

Only IRs related to listed firms and for which financial data were available were included in
the analysis.

Available IRs
(n=163)
Unlisted firms
(n=>51)
Lack of financial
information
(n=10)

Final sample
(n=102)

Table 1 - Analyzed integrated reports selection

While 163 integrated reports were available in the database, 51 were excluded because they
refer to unlisted firms, and 10 were excluded because it was not possible to complement them
with the financial information required for the purposes of the analysis (Table 1).

5.2 - Variables included in the analysis

Each integrated report that was downloaded from the IIRC’s Integrated Reporting Emerging
Practice Examples Database was classified according to the year of publication, the company
that disclosed it, and the country of origin.

Additionally, the sector of operation was also considered for the analysis. Firms were
classified according to their industry, and to the extent to which they are part of an
environmentally sensitive industry or not. A dummy variable was created in order to
distinguish between environmentally sensitive industries (Oil and Gas, Utilities, Industrials and
Basic Materials, dummy variable equal to 1) and other industries (dummy variable equal to 0).

Total assets were included in the analysis in order to represent the size of the company that
discloses the IR. Financial data were collected from the Datastream Eikon DFO Database for the
years from 2011 to 2016. Subsequently, the sample has been split in two different groups: firms
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with total assets higher than the median were classified as “Big firms”, while firms with total
assets lower than the median were classified as “Small firms”.

5.3 - Data analysis

In order to answer to the research questions, descriptive statistics have been performed in order
to highlight the trends of IR disclosure in the analyzed sample.

6 - Empirical results

Empirical results are shown in this section. Table 2 shows the number of integrated reports per
year (in the sample time period: 2011-2016). Table 2 demonstrates that the number of integrated
reports is similar for each year in the sample time period with the exception of the year 2012 in
which there is a drastically decrease in the number of integrated reports. This result can be due
to the announcement of a new IR framework, which was then released in 2013 (IIRC, 2013).
Many early or new adopters could have decided to wait for the new framework to align to the
new reporting standard. Hence, in the years after the introduction of the new framework by the
IIRC, it is possible to observe the highest diffusion of IR in the analyzed sample. However, it
could also be noted that the spread of IR has not reached the expected rate in the years following
its introduction, thus leaving both academics and practitioners with an open discussion on the
relevance and the value of IR for IR adopters (De Villiers and Sharma, 2017). Research has
identified one of the possible motivations of the limited diffusion of this framework in the lack
of harmonisation of IR with financial reporting (Dumay et al., 2016). Moreover, and consistent
with the prior research, preparers are still looking for a solid economic motivation for the
adoption of IR, since at this stage they just do not “trust” the new reporting framework (Chaidali
et al., 2017).

Year N. of Integrated Reports
2011 20

2012 6

2013 16

2014 21

2015 20

2016 19

Total 102

Table 2 - Number of Integrated Reports per year

Figure 2 shows the number of integrated reports per year by sensitivity to the environment,
by showing that especially in 2015 and 2016 there is a prevalence of integrated reports, which
belong to industry not sensible to the environment. Environmental-sensitive industries are those
that should benefit more from that part of the IR, which focuses on social and environmental
reporting (Clarkson et al., 2015). Hence, these empirical findings are negligibly aligned to the
core philosophy of the IIRC, which aims at engaging a wide range of corporations, and
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especially those which are not usually involved in social and environmental reporting (Tweedie
and Martinov-Bennie, 2015).

N. of IR per year, by sensitivity to the environment

25
20
15

10

2011 2012 2013 2014 2015 2016

INDUSTRY NOT SENSIBLE TO THE ENVIRONMENT
INDUSTRY SENSIBLE TO THE ENVIRONMENT

Figure 2 - Number of Integrated Reports per year by sensitivity to the environment

Table 3 shows the number of integrated reports per country, displayed per year of issuance.
Results demonstrated that the UK has the highest number of IR, followed by Italy and The
Netherlands. Thus, there seem to be a country effect on the adoption of IR as a reporting tool. It
is not surprising that UK is the country with the highest frequency in firms adopting the IR
framework, since the IIRC council is based in London and both professional and academic
attention is addressed to the IR in England, including both private and public sector
organisations (Jensen and Berg, 2012; Robertson and Samy, 2015; BUFDG, 2017; Slack and
Tsalavoutas, 2018). Italy and the Netherlands are also addressing a lot of research effort to the
debate on IR, which is also translated into organisational practice (van Bommel, 2014; Guthrie,
Manes-Rossi and Orelli, 2017).

N |3 3 3
i 3 = o g =
< | % |t % |22 |E |s5|f§ |.5|.
5 |8 |£|E |§ 5|3 5 | E|T |3 |E% |H
> 51 H g 6 = o < n 2 = a =
a O % 5 » | E 5
3 Z n Z
2011 1 1 1 2 2 13
2012 1 2 1 2
2013 1 2 1 3 9
2014 2 3 2 2 12
2015 1 2 2 1 1 4 1 1 1 6
2016 1 1 3 4 1 1 8
Total 5 4 2 2 11 1 10 5 1 6 50

Table 3 - Integrated Reports per country
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Table 4 shows the IR per industry, outlined by year. Results show that the financial services
industry has the highest number of IR, followed by consumer goods, basic material and
industrial industries. The prevalence of financial corporations addressing their attention
towards integrated thinking and IR could be a reaction to the 2007-2008 financial crisis. Hence,
more and more banks and other financial institutions are looking for frameworks reporting how
they interact with the social and environmental context to (re)gain legitimacy (Lodhia, 2015).

g :
2 | & |3 £ £
e |8 | B | g g 3
=2 c°o 3 E 7] = =
o) = = @ @ =2 % = ] 2 g
T g | 2 | = s | g |© S = |8
£ g g -5 2 5 ) ‘7 B =) g 3
&~ 9] 3 3 =] - ] = 3 v = S o=
< B g = s = 2 © - = < 3 =
= < o o g v 2 = S S 9 - b
-~ =] @) @) [ ani — @) - &~ = = ]
2011 5 4 2 4 2 1 1 1
2012 1 1 2 2
2013 1 3 2 3 2 2 3
2014 2 2 3 5 3 2 1 1 2
2015 2 2 2 6 2 1 1 1 2 1
2016 2 2 9 2 2 1 1
Total 12 14 7 25 11 12 6 2 2 4 1 6

Table 4 - Integrated Reports per Industry

25
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o a1 O

Figure 3 - Number of Integrated Reports divided by firm's size

Figure 3 shows the number of IR divided by firm’s size. Results show that there is the same
distribution between small and big firms in our sample time period, with the exception of the
year 2012, where there were more big firms, which produced IR than small firms. This result is
quite surprising since the adoption of the IR framework is demanding in terms of financial,
human and administrative resources committed to the implementation of the whole reporting
process (Maroun, 2018). Hence, it was expected to find a majority of medium or larger firms,
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rather than smaller ones, using IR as a reporting tool. However, there is a growing stream of
literature addressing the benefits of IR for SMEs also (Yonkova, 2013; Reuter and Messner, 2015;
Del Baldo, 2017). Moreover, the IIRC itself stated that the IR can be equally adopted by both
large and small firms (International Integrated Reporting Committe, 2011).

Figure 4 shows the number of IR divided by firm’s size and industry. Results show that the
industries “Utilities”, “Telecommunications”, “Financial Services” and “Basic Materials” are
mainly characterized by big firms which produce Integrated reports, whereas the industries
“Technology”, “Real Estate”, “Professional services”, “Industrials” “Healthcare”, “consumer
services” and “consumer goods” are mainly composed of small firms which produce Integrated
reports.

Utilities
Telecommunications
Technology

Real estate

Professional services

QOil and Gas
BIG
Industrials
SMALL
Healthcare

Financial services
Consumer services
Consumer goods

Basic materials

0 5 10 15 20 25 30

Figure 4 - Number of integrated reports divided by firm’s size and industry

6.1 - Focus on the first three countries by number of IR

Table 5 compares the IR issued in the countries mostly represented in the analyzed sample. UK
companies has consistently published IR in the observed years, whereas Italian companies have
started adopting the IR framework only since 2012, while Dutch companies only since 2014.
While in the UK, IR has been adopted in all of the analyzed industries, Italian and Dutch IRs are
more focused in specific sectors. In particular, traditional industries in Italy and service
industries in the Netherlands. In all the three countries, the financial sector is highly
represented. In both the UK and Italy, half of the IRs are issued by companies operating in
environmentally sensitive industries. While in Italy and the Netherlands big companies are the
most sensible to IR framework, in UK most of the IRs are issued by small companies.
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UK Italy Netherlands
YEAR
2011 13
2012 2 2
2013 9 2
2014 12 3 2
2015 6 1 4
2016 8 3 4
INDUSTRY
Basic materials 10
Consumer goods 7
Consumer services 5 1
Financial services 8 6 7
Healthcare 1 2
Industrials 9 2
Oil and Gas 4 2
Real estate 1
Technology 1
Telecommunications 1
Utilities 3 1
SENSITIVITY TO THE ENVIRONMENT
Industry sensible to %6 5 0
the environment
SIZE
BIG 17 9 7
SMALL 33 2 3

Table 5 - Comparison of IRs in the three most represented Countries
7 - Discussion

This paper aims at analyzing the state of art of how much the IR is spread and its pace of
diffusion in Europe, since this topic is still open to debate among scholars and practitioners, thus
answering the following research questions “How much is the IR adopted by European
organizations? Which are the main features of the firms adopting such a reporting framework?”.
As a matter of fact, recent studies reckoned that IR has “attracted much academic interest and
criticism” (Chaidali and Jones, 2017), also because other studies highlighted that there has been
a fast growth and implementation of IR (de Villiers, Venter and Hsiao, 2017).

Empirical findings in the European setting highlight that the number of IR after the global
financial crisis is similar for each year in the sample time period with the exception of the year
2012 in which there is a drastically decrease in the number of IR. However, the diffusion of this
reporting tool in the European context is thus far very limited, representing a negligible
percentage of the European firms. This result could be due to the fact that, even though non-
financial disclosure is supposed to drive enhanced economic performance (Barth et al., 2017),
some research found that the issuance of stand-alone CSR reports is linked to higher economic,
social and environmental performance, compared to the adoption of IR (Maniora, 2017). Then,
a feature still needing further attention is the quality of the information released in the IR,
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compared to other non-financial information reported by the company (de Villiers et al., 2017).
Recently, in fact, the IIRC has invested a lot to promote the use of IR, which is at this stage
perceived more as a “rebranding” of traditional annual reports rather than an innovative
reporting framework (Chaidali and Jones, 2017). Thus, the Council together with academics and
practitioners could better identify the differences between the traditional financial, as well as
the intellectual and sustainability, reporting systems in order to give support to the initial idea
of “one report” attached to the IR (Dumay, 2016; de Villiers and Sharma, 2017). Moreover, the
IIRC is called to engage more with practitioners in order to provide the IR with the required
“trust” that will enable a faster and larger diffusion of the integrated thinking approach
(Chaidali and Jones, 2017). This might involve a refocus of IR on societal and environmental
reporting (Adams and Whelan, 2009) in order to engage a wider set of stakeholders in the
process of preparation and use of the IR (Milne and Gray, 2013). Furthermore, results show that
especially country and industry are factors, which have some impacts on the choice to adopt the
IR. Indeed, results demonstrated that the firms in the UK have the highest number of IRs,
followed by firms in Italy and The Netherlands. Industries like Financial Services, Consumer
Goods, Basic Material and Industrial Industries have the highest number of IR. The adoption of
IR by quite a considerable number of financial institutions testifies that IR is a tool used by banks
and other financial organisations that need to (re)gain legitimacy in a field that was largely
affected by distrust after the Global Financial Crisis (Lohdia, 2015). By reporting on their
business model and how they use different forms of capital, financial institutions are being more
transparent on the processes that allow them to make profits and can provide a better
communication of their values (Lee and Yeo, 2016; Slack and Tsalavoutas, 2018). However, this
is more evident in a mandatory rather than voluntary setting (Bernardi and Stark, 2016; Barth et
al., 2017). Moreover, results demonstrate that the feature of size does not have impact on the
choice to adopt the IR by firms. Even though this evidence could be affected by the sample size
of this study, this result is worth of additional research, since prior research put forward that
size is a determinant of sustainability reporting adoption (Wijk and Persoon, 2006; Morhardt,
2009). Hence, in order to investigate whether IR is perceived to provide a larger and different
set of benefits by SMEs compared to other stand-alone intellectual and sustainability reports,
future studies could address this line of inquiry.

8 - Conclusion

This paper contributes in defining the state of art of the IR in the European setting, by
highlighting which factors of the firms are relevant or not in adopting such a reporting
framework. Practitioners can benefit from this study since they could be aware about the process
of implementation of IR among firms belonging to different industries in Europe.

Main limitation of this study could be linked to the fact that the number of IR in Europe is
still very low and therefore, any more developed statistical models can be applied at this stage.

Even if this paper represents a preliminary investigation of this topic, this paper opens
interesting avenues of research and some research questions deserve future analysis. In
particular, future studies could address to answer the following research questions:

- What are the differences in terms of IR among continents?

- What are the future lines of development of IR?

- What is the role of assurance in the adoption and use of IR?

- What is the users’ satisfaction in the adoption of IR?
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- What are some measure in the evaluation of the satisfaction in the adoption of IR?

- How can the quality of information included into the IR affect the use of such

information by stakeholders?

- Which are the differences in mandatory and non-mandatory settings in terms of

economic and non-economic benefits of IR?

- How does size impact on the process of IR adoption and preparation?

- To what extent the content of the IR is compliant with the IR Framework?

Hence, the path to develop further the knowledge of how, when and under which
circumstances IR is used in practice is still open to future research. This paper highlighted some
of avenues for future studies, but many others can be uncovered as the IR is further
implemented, used and refined in both theory and practice. To advance this field, the third,
whereby IR practices are strengthened into organisations, and fourth stage of research, aimed
at developing an IR eco-system, might be embraced (Dumay, 2013; Dumay and Garanina, 2013).
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