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Introduction: Sustainability reporting has become increasingly important to
stakeholders, and therefore, there is a growing need for a global set of standards
for sustainability reporting. The International Sustainability Standards Board (ISSB)
has recently published new sustainability standards under the International
Financial Reporting Standards (IFRS) Foundation. The consolidation of integrated
reporting <IR> into the IFRS Foundation creates the problem of whether there is
still a need for <IR> principles in the future of sustainability reporting and how
these principles will be applied in the standard setting of the ISSB in future. This
study provides insights into the similarities and differences between the <IR>
Framework and the ISSB's draft IFRS S1 standard and clarifies the role that <IR>
could play in the future of sustainability reporting within the context of the newly
issued IFRS S1 standard.

Methods: The study uses thematic content analysis on the two frameworks and
comment letters submitted to the ISSB as part of the standard-setting process to
understand the relevance of integrated reporting in sustainability reporting and to
identify important principles contained within <IR> that can contribute to the ISSB
standard-setting process in future.

Results: The study identified that there is a largely positive sentiment toward <IR>
in developing sustainability standards within the IFRS Foundation. The study also
identified important aspects where <IR> can play a significant role in standard
development, such as the connectivity of information, integrated thinking, and
the six capitals that can assist organizations in understanding the significant
sustainability-related risks and opportunities.

Conclusion: The research points out pertinent sustainability principles that could
be useful for the ISSB in future standard settings. Furthermore, the research adds
to the existing literature on <IR> and can act as an impetus for further research
on the use of <IR> principles in the standard-setting processes of the ISSB.

KEYWORDS

stakeholders, integrated reporting, integrated thinking, <IR> framework, IFRS S1,
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1. Introduction

1.1. Background

Sustainability reporting has been a focal point in corporate reporting for
2014; Laine et al.,
There are many sustainability reporting frameworks used worldwide to

many years and is increasing in importance (Mori et al,
2022).

assist preparers of corporate reports to provide disclosure about sustainability
issues. The wide variety of reporting frameworks prompted many stakeholders
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in the capital market to request a global set of standards for
sustainability reporting (Delarue, 2021). Integrated Reporting
<IR> concepts are used worldwide by more than 2,500
organizations across 70 countries (IIRC, 2020). <IR> is well
established and has been regarded as an important tool for
corporate reporters in the last decade and has grown in prominence
(de Villiers and Dimes, 2023). This is also true from a South African
perspective (de Villiers and Unerman, 2014; du Toit, 2017).

However, in late 2021, the International Financial Reporting
Standards Foundation (IFRS) announced the formation of the
International Sustainability Standards Board (ISSB) and published
a prototype of disclosures at the UN Climate Change Conference
(COP26). The formation of the ISSB meant that the Value
Reporting Foundation (VRF), which houses the <IR> Framework,
was consolidated into the IFRS Foundation in 2022 (Value
Reporting Foundation, 2021). With the consolidation, Barckow and
Faber (2022) explained that there is a role that <IR> and integrated
thinking will play in the development of future sustainability
standards that the ISSB will publish but did not clarify what the
specific role would be. This raises a question regarding the role
that <IR> and integrated thinking principles will play in corporate
sustainability reporting as the ISSB would lead the development of
sustainability standards in the future. This question ties into the
question raised by de Villiers and Dimes (2023) whether <IR>
will cease to exist with the formation of the ISSB. These authors
furthermore identified the uncertainty in terms of the role that
<IR> will play in sustainability reporting in the future as their
recent research points out that the ISSB does not embrace <IR>
as a concept. The problem therefore created is whether <IR> is
still regarded as relevant in the future standard-setting practices
of the ISSB and how these principles can be applied as part of the
standard-setting practices of the ISSB.

Sustainability reporting has evolved significantly since the
outbreak of the COVID-19 pandemic in 2020 (KPMG, 2020).
In recent years, there has been a substantial increase in policy
developments concerning organizational accountability’s impact
on climate change and sustainable development issues (Adams and
Mueller, 2022). Stakeholder capitalism has gained more popularity
and interest because of its promotion by one of the more influential
reporting bodies, the Word Economic Forum (WEF) (de Villiers
and Dimes, 2023). The WEEF is also collaborating with the ISSB
to assist with best practices in adopting the ISSB standards that
create even more stature in the new sustainability standards
development (WEF, 2023). With the issue of new sustainability
standards under the umbrella of the ISSB, the ISSB will currently
also take responsibility of <IR>, with the International Integrated
Reporting Council (IIRC) currently only performing a consultation
and guidance role. In May 2022, the IFRS Foundation released
further guidance to address the issue of the future of <IR> entitled
“Integrated Reporting: Articulating a Future Path.” In the guidance,
Barckow and Faber (2022) optimistically provided some clarity
on how <IR> will be used. However, it was also stated that the
TFRS Foundation and ISSB will position <IR> initially only as a
“voluntary resource” for the preparation of corporate sustainability
reports. Even though this provides some direction, it still casts
doubt on the relevance of <IR> in the future of sustainability
reporting and the role it may play due to <IR> being a voluntary
resource, similar to the findings of Pigatto et al. (2023).
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This study responds to the research question by meeting
the following objectives. First, the research aimed to provide an
understanding of the similarities and differences between the <IR>
Framework and the ISSB’s draft IFRS S1 standard through an
analysis of both these documents. Secondly, the research aims to
clarify the role that <IR> could play in the future of sustainability
reporting within the context of the newly drafted IFRS S1 standard.
The second objective is achieved through qualitative analysis of
the comment letters submitted to the ISSB as part of the standard
development process for the IFRS S1 standard.

1.2. Literature review

In the following literature review, sustainability reporting is
discussed by way of a brief overview of its history and the benefits
and criticisms of sustainability reporting in general. Thereafter, a
focus is placed on <IR>, including the main principles, benefits,
and critique of <IR> as a method of sustainability reporting.

1.2.1. An overview of the historical development
of sustainability reporting

Corporate reporting has evolved significantly over the past few
decades as is illustrated in Figure 1, which shows the timeline of the
evolution of corporate reporting until the COVID-19 pandemic.
Originally, companies only prepared corporate reports with a focus
on financial reporting. However, this did not include the interests
of all the stakeholders that contribute to the value of a company.
In the 1970s, companies initially started to shift focus to social
issues, such as human resources, fair practices, and the impact
on the broader communities (Laine et al., 2022). Environmental
events in the 1980s, such as the Chernobyl disaster, the Exxon
oil spill, and the publication of the Brundtland report, introduced
discussions around environmental issues in sustainability that led
to the practice of voluntary disclosure relating to environmental
issues in the 1990s (Laine et al., 2022). In the late 1990s, the concept
of triple bottom line (TBL) reporting emerged with Elkington
(1999) explaining that TBL aims to report on an organization’s
economic, social, and environmental impacts.

In the 2000’s the Global Reporting Initiative (GRI) was
introduced, which is still regarded as the most established
sustainability reporting framework among companies (Laine et al,
2022). According to Kolk (2004), the guidance of the GRI has
provided the much needed impetus within sustainability reporting
by providing improved “quality, rigor, and utility of sustainability
reporting in the 2000s by developing sets of performance indicators
on environmental, social, and economic factors”. The Carbon
Disclosure Project (CDP) also emerged in 2000 and focuses on
corporate disclosure on environmental impacts. According to
Ben-Amar and Mcllkenny (2015), the CDP, with the support
of major institutional investors, employs a voluntary standard
questionnaire to request this information directly from companies
regarding response to environmental issues, which include climate
change.

Over the past decade, other significant role players entered
sustainability reporting. In 2010, the International Integrated
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FIGURE 1

An overview of the development of sustainability reporting until COVID-19. Source: Authors’ analysis.

Reporting Council (IIRC) was established and supported by the
then Prince of Wales, HRH Prince Charles, and the GRI through
the Accounting for Sustainability movement. The IIRC was tasked
to implement <IR> in the sustainability realm. In 2011, the SASB,
a US-based independent organization, introduced industry-specific
standards for environmental, social, and governance (ESG) issues.
The Task Force for Climate-related Financial Disclosure (TCFD)
was formed in 2015 to provide a framework for reporting the
financial implications of climate-related risks, opportunities, and
dependencies. The TCFD (2017) recommended that preparers of
climate-related financial disclosures provide these disclosures in
their annual financial reports that are published to the public,
which indicates the key investor focus of the recommendations
and the focus to improve capital allocation for climate-related
matters. The TCFD recommendations have become increasingly
popular over recent years with many organizations adopting
the framework as part of their journey to respond to climate
change and reporting of it in sustainability reports (Arvidsson
and Dumay, 2022). The structure and rigor of the requirements
were also adopted by the ISSB as the basis for the standards
issued in 2023, which is discussed in more detail within the
Section 3.

In 2015, the 17 United Nations (UN) Sustainable Development
Goals (SDGs) were also introduced to support sustainable
development. These goals are not necessarily a framework used
to report on, but many governments, companies, and civil society
groups have adopted the use of SDGs as a way of measuring
their contribution to sustainable development. Sustainability
frameworks can play a significant role in enhancing organizations’
contribution to the SDGs and sustainable development (Adams,
2017). Laine et al. (2022) have pointed out that one of the most
useful aspects of the SDGs is the fact that the goals and the issues
are interrelated in nature.

Even though sustainability reporting became more frequent,
there was still criticisms about sustainability in terms of the large
volume of information provided in the reports (Laine et al., 2022)
as well as the lack of connectivity between financial reports and the
strategic focus of a company (Mans-Kemp and van der Lugt, 2020).
Furthermore, Slack and Campbell (2016) raised a concern that the
silo approach when reporting on sustainability does not provide
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a holistic picture of a company. Clayton et al. (2015) also raised
a similar problem, citing that sustainability reports fail to make
the connection between the organization’s strategy, its financial
performance, and its performance on environmental, social, and
governance issues. This also raised the question as to how these
elements contribute to the value creation of the company.

The introduction of <IR> through the publication of
the <IR> Framework by the IIRC aimed to respond to
the shortcomings of sustainability frameworks at that time.
International Integrated Reporting Council (IIRC) (2013) had the
vision that <IR> would become the corporate reporting norm. It
was also the aim of the IIRC that <IR> would provide improved
quality of information to the providers of financial capital who
are connected and support integrated thinking. The next section
discusses <IR> in more detail and assesses the benefits and critique
of <IR> within sustainability reporting.

1.2.2. Integrated reporting as a sustainability
reporting framework

The purpose of an integrated report is to provide information
of how a company creates value in the short, medium, and
long term [International Integrated Reporting Council (IIRC),
2013]. International Integrated Reporting Council (IIRC) (2013,
p. 8) defined 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 in the short, medium and long term”.
A very important feature of integrated reporting is that it takes
a stakeholder-inclusive approach, which is aligned with King IV
(IoDSA, 2016). The IoDSA (2016) goes further by explaining
that stakeholders’ interests are embedded in the six capitals of
<IR> (i.e., financial, manufactured, human, intellectual, social and
relationship, and natural). The six capitals are fundamental to
<IR> as they aim to provide insights into how the capitals relate
to one another in order to create value [International Integrated
Reporting Council (IIRC), 2013]. A very important distinguishing
factor for <IR>, in comparison with other sustainability reports,
is the connectivity of information, showing the interrelation and
interdependencies of the different capitals [[nternational Integrated
Reporting Council (IIRC), 2013; Barth et al.,, 2017]. Integrated
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reports tend to be highly connected and emphasize stakeholder
perspectives better than another type of sustainability reports (Luecg
and Lueg, 2021).

The role and implementation of connectivity have become an
important research focus in the context of the formation of the ISSB
and the future of <IR> concepts (de Villiers and Dimes, 2023). The
concept of connectivity is supported through integrated thinking
and is described by International Integrated Reporting Council
(ITRC) (2013, p. 2) as the “active consideration by an organization of
the relationships between its various operating and functional units
and the capitals that the organization uses or affects. Integrated
thinking leads to integrated decision-making and actions that
consider the creation of value in the short, medium, and long
term”. Integrated thinking is considered to be important for
long-term strategy development in order to create value (Adams,
2017). Adams (2017) further also suggests that integrated thinking
can also support sustainable development. Chartered Institute
of Management Accountants (CIMA) (2016) emphasized that
integrated thinking leads to better decision-making that is more
agile and gives leadership within organizations the ability to make
strategic links to organizations’ business model. However, a study
by Rossi and Luque-Vilchez (2020) has determined that integrated
thinking is not always triggered by the implementation of <IR>
principles but is often embedded as part of the organization’s
corporate culture.

As there are many benefits to <IR>, International Integrated
Reporting Council (ITRC) (2013, p. 3) has a vision that <IR>
would increase the quality of information to investors and enhance
accountability and stewardship across the six capitals. Baboukardos
and Rimmel (2016) concluded that integrated reports facilitate the
interaction between financial and non-financial information, which
also links financial and sustainability performance. Based on a
study by Bernardi and Stark (2018), a positive association existed
between Bloomberg’s environmental, social, and governance (ESG)
scores and analyst earnings forecast accuracy for 40 South African
companies where <IR> was mandatory. The Bloomberg ESG
scores are a set of ratings that measure the sustainability and
ethical performance of companies. The scores are based on a
range of criteria, including environmental impact, labor practices,
corporate governance, and social issues such as building strong
communities. Furthermore, <IR> assists market participants in
understanding the risk management of current and future risks
in a company (Baboukardos and Rimmel, 2016). <IR> has a
forward-looking approach, which speaks to the need for more
forward-looking information (Dumay, 2016) and moves away from
a historical view in annual reports. Vitolla and Raimo (2018)
found that the adoption of <IR> provides benefits internally by
being more inclusive and also externally by improving relationships
with significant stakeholders. This also speaks to the value derived
from the internal processes leading up to the actual report and
not the report itself (Stacchezzini et al., 2023). One of the most
profound benefits is that Barth et al. (2017) determined that
there is a positive relationship between integrated reporting quality
and organizational value, which includes liquidity, prediction
of future cash flows, and investment efliciency. Vitolla et al.
(2020) found that quality-integrated reports also reduce the cost
of equity.
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Even though there are many benefits in using <IR>, there
has also been a well-known critique from many scholars over
the past decade. The first area of criticism is that <IR> is not
necessarily considered to be a sustainability report (Flower, 2015)
as it focuses on value creation and primarily on the providers of
financial capital—the investors. In more recent research, Dumay
etal. (2023, p. 188) affirms the position of Flower (2015) by stating
that, after a decade of integrated reporting, nothing has changed,
and the same “rhetoric” of capitalism remains. de Villiers and
Sharma (2020) also pointed out that the <IR> Framework suggests
that a value-to-investors principle is taken within the framework.
That being said, de Villiers and Sharma (2020) also pointed out that
the term “value” can be interpreted in different ways, suggesting

» «

that it could also mean “value to society,” “value to stakeholders,”
or even “value to present and future generations,” which is aligned
to the norms of sustainability reporting. However, Montecalvo
et al. (2018) have contrasting views to that of Flower (2015),
following a study performed in New Zealand, which confirmed
that <IR> can align with the needs of stakeholders and not
only investors. Baboukardos and Rimmel (2016) also noted that
integrated financial and sustainability information has a negative
effect on the cost of capital. Other research carried out by de Villiers
and Sharma (2020) and Mans-Kemp and van der Lugt (2020) noted
that <IR> has not necessarily lived up to the expectation of being
the corporate reporting norm. Dumay et al. (2023) also pointed out
that, over a decade, no significant changes were made to the <IR>
Framework even though there were widespread criticisms toward
the framework.

From the literature above, it can be derived that <IR> had key
benefits but did not speak to sustainability due to a clear investor’s
focus. According to de Villiers and Dimes (2023), <IR> would
align with the new ISSB standards as both these frameworks have
an investor’s focus in terms of reporting. Based on the research
problem earlier, there is still much uncertainty regarding the role
that <IR> would play in the standard setting of the ISSB. Research
pointed out that this is an area that should be investigated by
academics [International Integrated Reporting Council (IIRC),
2013; Dumay et al., 2023].

2. Research methodology

2.1. Research method

The research objective will be achieved by following a content
analysis research method of qualitative data. Content analysis is a
renowned research method used by many scholars within corporate
reporting (Reuter and Messner, 2015; Mhlanga, 2022). Bamber and
McMeeking (2016) have used content analysis to analyze comment
letters as part of the standard-setting process of the International
Accounting Standards Board (IASB) as part of lobbying research
performed. Furthermore, many researchers have used this method
in studies within sustainability reporting (Pitrakkos and Maroun,
2020). Terblanche and De Villiers (2019) have used content analysis
to analyze intellectual capital disclosures within integrated reports
and compare them across different organizations.

Content analysis has its own criticism in that it could lack
sufficient rigor as part of the basic design of the analysis (Dumay,
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2014). However, the manner in which content analysis was applied
in this study was not only to count words (Terblanche and De
Villiers, 2019) but also to find the meaning and interpretation of
“words” (Reuter and Messner, 2015).

The study furthermore focuses on an inductive method in order
to explore the text within the documents and to develop themes and
relationships. The study applies concepts of initial coding, theme
developments, recoding, and the re-analyses of themes as part of the
iterative process described below (Nowell et al., 2017). This process
tends to have a rich amount of data due to the iterative process
followed and not only for counting words but for creating meaning
out of the data (Creswell and Creswell, 2018).

2.2. Data population and collection process

In the first part of the study, the authors analyzed both the
<IR> Framework published by the IIRC and the ISSB’s exposure
draft on the IFRS S1 standard (exposure draft) that was open for
comment during 2022. The purpose of the analysis was to identify
not only aspects of both documents where there were significant
differences but also areas where there were similarities between
the exposure draft and the <IR> Framework. The starting point
was to identify specific themes based on the various questions
raised by the ISSB in the exposure draft and to map these themes
to the <IR> Framework. This was performed by analyzing and
coding the identified themes in both documents in ATLAS.ti 23 for
further analysis.

In the second part of the study, the authors analyzed the
comment letters received by the ISSB on the exposure draft. Napier
and Stadler (2020) pointed out that the use of comment letters may
create bias because the authors of these comment letters would
want to influence the standard-setting process through lobbying.
This has been identified as a limitation of the study and is also
discussed as part of the conclusion.

The ISSB received 735 comment letters that were posted on
the IFRS Foundation website page relating to the exposure draft.
These documents were downloaded from the website and imported
into ATLAS.ti 23 for coding and further analysis. Any duplicate
submissions were removed from the population. The process of
analysis was performed using a three-step approach, as illustrated
in Figure 2.

The first step was to perform a word search in the documents to
identify instances where there were references made to integrated
reporting and integrated thinking using keywords similar to the
approach Mhlanga (2022) used in his study. For the purposes of
this study, the authors used “integrated” and “IR” as keywords in
the search. These quotations were then coded as “IR.”

The second step of the approach was to analyze the text
of each of the quotations and understand the sentiment and
meaning of the comments made by the authors who submitted the
comment letters to the ISSB. In this phase, the authors coded the
sentiment in the quotation as either positive, negative, or uncertain.
There were quotations that did not fall under any of these three
sentiments, which were not assigned further coding. Examples of
these quotations were references of contextual nature to provide a
background of the organization that submitted the comment letters
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and also references made to the academic literature that uses <IR>
in the title of the literature.

The third step of the approach was to evaluate the text further
and identify themes (illustrated in Figure 2) within the three basic
sentiments identified in the second step. It is important to note
that the authors did go through an iterative process of recoding
the initial codes to ensure consistency and completeness of the
themes identified, similar to Terblanche and De Villiers (2019).
These themes were then contrasted and compared across the
sentiments to understand the different viewpoints of comment
letters submitted and to evaluate which aspects of <IR> were
deemed significant in the future of sustainability reporting (Nowell
etal., 2017).

3. Analysis of results

The analysis of the results is structured in two sections. First, the
similarities and differences between the <IR> Framework and the
exposure draft were analyzed. Second, the analysis of the sentiments
from respondents in the comment letters was analyzed in detail.

3.1. Similarities and differences between
the <IR> framework and the exposure draft

Both frameworks deal with the concept of fair presentation.
The fair presentation comes from IFRS standards and has been
inherent in the exposure draft. It deals with faithful representation
(i.e., complete, neutral, and free from material error). The <IR>
framework does not deal with the same terminology but embeds the
concept in the guiding principles of the <IR> framework. Notably,
the <IR> framework does go into detail about completeness and
is free from material errors. The neutrality aspect is dealt with
in terms of the “balance” of information to ensure that there
is not a bias for more positive information in comparison with
negative information. The <IR> framework also deals with issues
such as cost vs. benefit and information that may compromise
“competitive advantage.” A difference is that the exposure draft
provides specific guidance on how to identify sustainability-related
risks and responsibilities including SASB, CDSB, and other relevant
industry-related standards, which the <IR> framework does not
explain explicitly.

The objective of the two frameworks was not necessarily
aligned. Even though both frameworks focus on information, a
key difference is that <IR> focuses on how value is being created
whereas the exposure draft focuses on the assessment of enterprise
value and the risk and opportunities of sustainability. A key
question to ask is whether the enterprise value considers all the
capitals and stakeholders. It seems as if the definition of enterprise
value is focused on the equity market capitalization and based on
expected cash flows in the context of a risk profile of a company
and therefore more shareholder focused. This is contrary to the
stakeholder approach taken by the <IR> framework and the role
the six capitals play in the value creation story of each organization
through the business model. The exposure draft focuses on the
value chain that has characteristics of the business model approach
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Three-step coding method and resulting themes. Source: Authors’ analysis.
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taken in the <IR> framework but needs more explanation and
guidance in terms of what is meant by it.

One of the important similarities is the fact that the exposure
draft explains the concept of connecting financial and non-
financial information. As mentioned earlier, the concept of
connectivity is what makes integrated reporting different. This
explains the positive sentiment received in the comment letters in
the sections below.

Another key area of similarity is the core areas of the
new exposure draft, which include governance, strategy, risks
and opportunities, and metrics inherited from the TCFD
framework. Even though the <IR> does not follow the
same structure, these elements are embedded in the guiding
principles and content elements of <IR>. However, there are
differences. The exposure draft has a key difference from a
strategic perspective that it requires companies to show how
the risks and opportunities will influence the financial position,
performance, and cash flows, including investment plans and
resources to fund certain strategies. The <IR> framework
discusses the effect more broadly and is principle based, using
connectivity and tradeoffs that forced financial capital to address
sustainability-related issues.

In terms of the concept of materiality, both frameworks refer
to the use of judgment as part of the determination of materiality.
The purpose of materiality is also similar in both frameworks. It
was noted though that there were no clear guidelines provided in
the exposure draft analyzed, which is explained better in <IR>.
A difference between the frameworks is that the exposure draft
focuses on the impact it has on the decision-making of the users
of the reports whereas <IR> deals with the relevant matters that
are material to value creation in the short, medium, and long term.
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The exposure draft also focuses on enterprise value instead of the
broad term “value creation” used by <IR>.

Reporting entity definition is mostly aligned between the
frameworks. However, <IR> goes further with the reporting
boundary, which also discusses the effects of companies beyond the
reporting entity that may have an impact on the value creation of a
company. The exposure draft is not that explicit.

In terms of the frequency or timing of the reports, integrated
reports are published after financial statements have been
published; however, the new exposure draft wants alignment
between the sustainability reports and the general-purpose
financial statements.

The similarities and differences were also discussed in terms
of the role that <IR> should play in the future of sustainability
standard setting by the ISSB as part of the section below.

3.2. Analysis of the comment letters
received by the ISSB

The analysis indicated that, of the total of 615 documents
analyzed as part of the process, 130 comment letters referred to
<IR> principles within the comment letter. The authors created
document groups for each class of respondent that submitted a
comment letter to the IASB. The code distribution for meaningful
<IR> references across the different document groups is shown
in Table 1.

Table 1 illustrates that there was a reasonable distribution across
the different classes of respondents to the ISSB. The most significant
number of <IR> references (51.28%) was from both local and
global professional bodies within the accounting profession.
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TABLE 1 Integrated reporting code distribution among document groups.

Document group Integrated reporting

Academics 7.05%
Companies 9.30%
Consulting firms and audit firms 9.30%
Education companies 10.58%
Fund managers 1.92%
Individuals 5.77%
Not specified 1.60%
Professional bodies and associations 51.28%
Rating agencies 0.32%
Regulators 2.89%
Total 100.00%

Source: Authors’ analysis from ATLAS.ti 23.

As mentioned within the methodology section of the article,
organizations may use comment letters to lobby for a certain
outcome as part of the standard-setting process, which could
explain the reason for such a high level of responses from
professional bodies and associations.

Other significant groups that commented were educational
companies within sustainability reporting (10.58%), companies
(9.3%), audit and consulting firms (9.3%), and academics (7.05%).

The following section will address the second layer of coding
(refer to Figure 2).

3.2.1. The sentiment of integrated reporting

The second level of analysis was performed to identify the
sentiment of respondents in the comment letters submitted to
the ISSB. In terms of the methodology section above, the authors
manually coded the references to <IR> as either positive, negative,
or uncertain. The code distribution across the document groups is
illustrated in Table 2 and Figure 3.

In line with the view of Napier and Stadler (2020) on comment
letter bias, the authors did identify that the coding illustrates
that a significant majority of the references to <IR> (79.12%)
were positive in nature. Table 2 illustrates that most of the
positive sentiments came from professional bodies and accounting
associations, which could indicate that these bodies are advocating
for the use of <IR> in future sustainability standards setting
projects. The remaining positive commentary was reasonably
distributed among the other groups.

In contrast, the analysis showed there was an insignificant
amount of negative sentiment (1.83%). Uncertainty regarding
the way forward for <IR> was also evident from the analysis,
albeit at a lower rate of 19.05%. Uncertainty was noted among
professional bodies and associations, regulators, academics, and
some individual respondents.

The relevant themes from each of these sentiments will be
analyzed in the next section as part of the final level of the
qualitative analysis.
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3.2.2. Positive themes emerging from the analysis

In the final phase of the analysis, the various positive, negative,
and uncertain sentiments were further evaluated to understand the
meaning of the underlying text and to identify themes that emerge
from the analysis.

Positive sentiments possibly point out where <IR> can still
be relevant in the future of sustainability reporting and the
ISSB’s standard-setting processes. The themes that emerged under
positive sentiments are illustrated in Table 3 and Figure 4.

The most significant theme that emerged from the positive
sentiment was the role of integrated reporting with a frequency
of 45.83%. Within the role of <IR>, the authors considered the
concept of value creation in <IR> versus enterprise value in the
exposure draft; the scope of reporting; and the location of reporting.
The need for a conceptual framework and additional guidance was
discussed in the comment letters, and many respondents advised
that <IR> may best be suited for this purpose using integrated
thinking, the six-capitals approach, and value creation as the
established principles in the <IR> framework would provide good
conceptual guidance.

Many respondents advocated the role of <IR> of providing
information in one location with reference to other reports for
further information, thus ensuring that information is connected.
There were also recommendations to include a definition for
sustainability based on the six capitals to improve the current
definition in the exposure draft and embrace stakeholder
capitalism. Added to that, respondents also pointed out that the
current focus of enterprise value in the exposure draft excludes
significant stakeholders from the scope of users of the reports
because it draws focus to general-purpose financial reports.

Another key theme that emerged was the use of the six
capitals, which was briefly discussed under the role of <IR>. The
importance of the six capitals as part of the wider sustainability
and not focusing on only financial capital and financial information
was quite evident in the responses. Many respondents mentioned
that intellectual capital is currently not addressed in the exposure
draft and forms a crucial element of sustainability. In addition,
the lack of workforce or human capital-related aspects in the ISSB
exposure draft was addressed in comment letters. Human capital
plays a critical role in the supply chain and the development of new
technologies to be more sustainable in future.

The role of connectivity was also frequently discussed (16.67%)
by respondents. Connectivity is also closely linked with the
use of the six capitals, which was also frequently raised by
respondents (12.50%). Many respondents were satisfied with
the use of the term “connected information” in the exposure
draft and highlighted how important it is to breach the gap
between financial and non-financial information. However, some
respondents did also point out that connectivity is more than just
linking but should also consider tradeoffs between the capitals.
The Integrated Reporting Association Turkey (ERTA) made
the following comprehensive statement regarding connectivity
and tradeofTs:

Connectivity in a broad sense is of paramount importance

if sustainability reporting standards are to lead to more resilient

‘ capital markets and better long-term decision-making in
‘ businesses. This thus extends beyond connecting financial
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TABLE 2 Analysis of sentiments from respondents referring to IR.

10.3389/frsus.2023.1218985

Respondent group IR_negative IR_positive IR_uncertain Total
Academics 0.37% 4.03% 1.47% 5.86%
Company 0.00% 7.33% 0.73% 8.06%
Consulting firms and audit firms 0.37% 9.16% 1.47% 10.99%
Education 0.00% 7.69% 0.37% 8.06%
Fund managers 0.00% 0.37% 0.00% 0.37%
Individual 0.00% 4.03% 2.93% 6.96%
Not specified 0.00% 0.73% 1.10% 1.83%
Professional bodies and associations 1.10% 44.32% 8.43% 53.85%
Rating agency 0.00% 0.37% 0.00% 0.37%
Regulator 0.00% 1.10% 2.56% 3.66%
Totals 1.83% 79.12% 19.05% 100.00%

Source: Authors’ analysis derived from ATLAS.i 23.

= B Fund Managers

Regulator
Company
R positive Not specified
Individual
Education
IR_uncertain
Academics
Professional Body/Association
IR_neg
FIGURE 3

Analysis of sentiments toward <IR> among respondents. Source: Authors’ analysis derived from ATLAS.ti 23.

information with non-financial information, quantitative
information with qualitative information, and connecting
different sections of a report together in a presentational sense.
Connecting externally-reported information with information
used internally for decision-making, and understanding the
interdependencies and trade-offs between different integrated
reporting capitals, therefore deserve greater emphasis.

Connectivity, tradeoffs, and the use of the six capitals are
closely related to the concept of integrated thinking, and therefore,
integrated thinking was also considered to be significant (12.50%)
in the responses analyzed. In line with the research carried out by
Chartered Institute of Management Accountants (CIMA) (2016),
respondents highlighted that integrated thinking would lead to
better information for improved strategic decision-making and

Frontiers in Sustainability

breakdown silos within organizations. The Integrated Reporting
Committee of South Africa (IRCSA) made the following statement
about integrated thinking that supports the importance of this
concept in sustainability reporting:

Without integrated thinking, it is more difficult for the entity,
and thus its investors, to understand the complete sustainability-
related risks and opportunities it faces over the short, medium,
and long term.

From this statement above and many others, it seems as
if the process of integrated thinking is the glue that keeps all
the sustainability components connected and that is necessary
to truly understand risks and opportunities that would influence
sustainable strategies in the future.
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Materiality was also discussed in the comment letters.
Respondents noted that the IFRS Foundation and the ISSB should
undertake a separate project to streamline the process of materiality
determination. Within this project, respondents noted that the
materiality determination principles in <IR> were considered to
be sound and that the ISSB should leverage from that.

TABLE 3 Themes emerging from positive sentiments from respondents.

Code Frequency

e IR_positive_connectivity 16.67%
o IR_positive_frequency of reporting 5.30%
o IR_positive_implementation 2.27%
o IR _positive_integrated thinking 12.50%
o IR _positive_materiality 2.65%
o IR_positive_metrics 1.52%
e IR_positive_reporting entity 0.76%
o IR_positive_role of IR 45.83%
o IR_positive_six capitals 12.50%
Totals 100.00%

Source: Authors’ analysis derived from ATLAS.ti 23.

10.3389/frsus.2023.1218985

There were also important comments made regarding the
frequency of reporting, which indicated that respondents wanted
financial statements and sustainability reports to be published at the
same time to promote the connectivity of information (financial vs.
non-financial) as mentioned earlier in this analysis.

In terms of continuity and implementation of the new exposure
draft, it was noted that <IR> would assist organizations, especially
using materiality principles from the <IR> framework.

The use of metrics through the six capitals was raised by
respondents; however, there were also contradicting views from
other respondents, which are discussed below with reference to
negative and uncertain sentiments.

3.2.3. Themes of uncertainty and negativity
emerging from the analysis

Even though most of the sentiments were positive in nature,
there were also areas of uncertainty and negativity, albeit to a
lesser extent. The themes that emerged under uncertain or negative
sentiments are illustrated in Figure 5.

Uncertainty was most evident from respondents in terms of the
role that <IR> will play in future ISSB standards. This contradicts
the largely positive sentiment regarding the role of <IR> above, but
comments were made to a far lesser extent. Most respondents made
statements regarding the uncertainty of how the <IR> framework
will be used by the ISSB, and more guidance will be needed from

= Fund Managers
e ——

IR_positive_metrics

IR_positive_role

IR_positive_strategy

IR_positive_connectivity

IR_positive_six capitals

IR_positive_integrated
thinking

IR_positive_frequency of

reporting
IR_positive_implementation
IR_positive_reporting entity

IR_positive_location of
reporting

IR_positive_materiality W
e

Education

Academics

Professional Body/Association

Consulting Firm/Audit Firm

Company

Individual

Rating agency

Regulator

FIGURE 4

Themes emerging from positive sentiments from respondents based on document groups. Source: Authors' analysis derived from ATLAS.ti 23.
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the ISSB. There were also references made to the uncertainty of
the location of the integrated report. EY, a Big Four audit firm,
mentioned that <IR> will solve the problem regarding cross-
referencing of information but until that time, the ISSB needs to
be clear in terms of how referencing will be applied.

There was also an indication of uncertainty regarding the
[frequency of reporting and the implementation of the exposure drafts.
Respondents related the uncertainty of the frequency of reporting
to the practical obstacles in providing sustainability reports at
the same time as financial statements, and this could necessitate
changes to legislation in certain jurisdictions, such as Japan.

Questions were raised regarding implementation, and more
specifically, concerning how the retrospective approach of the
ISSB will work and when the actual effective date would be.
Respondents made mention of integrated reporters that could have
an advantage over other reporters. However, the Johannesburg
Stock Exchange (JSE) mentioned that, in South Africa, companies
are well established in using <IR>, but it could be difficult to
apply the new ISSB S1 standard as it is built on the TCFD model.
Concerns were also raised in terms of capacity building and costs to
ensure effective implementation for these companies.

The concept of materiality was debated among some of the
respondents saying that there is no clear and consistent definition of
materiality and that clearer guidance would be necessary to ensure
consistent application. However, there was also an instance where a
group of respondents disagreed with how materiality is defined and
used in <IR>, and thus, more structure is needed.
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Another area of uncertainty is the definition of sustainability
in the exposure draft. There are many permutations of what
sustainability entails, including triple bottom line, ESG, UN
SDGs, and the six capitals of <IR>. Respondents have asked
for a refinement of this to ensure consistent application. Once
again, there was one group of respondents who mentioned that
sustainability is broad and that the <IR> model was mostly focused
on enterprise value, which was problematic. This view is largely
contradictive to the views shared under positive sentiments.

There were also contradicting views to the largely positive
sentiments regarding connectivity. Some respondents raised the
question of how connectivity will be assured by audit firms, which
is a valid question to raise. The South African Institute of Chartered
Accountants (SAICA) also raised a concern that connectivity in
the context of the ISSB should not be different from the <IR>
principles as it could cause additional disclosures and therefore
should be clarified and aligned. One particular respondent (a
company) mentioned that they believed that connectivity (linked
with tradeoffs) was impractical and unworkable in terms of <IR>.
This could, however, be regarded as an isolated comment given the
largely positive sentiment above.

4. Discussion

Integrated reporting, which is part of the VRE is a well-
established sustainability reporting framework globally. The IFRS
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Foundation established the ISSB in 2021, which was tasked to create
a global baseline for sustainability reporting by publishing exposure
drafts on two sustainability standards (IFRS S1 and IFRS S2).
However, with the formation of the ISSB, the VRF was consolidated
into the IFRS Foundation. This raised the question of what the
role of <IR> will be in future of sustainability standards and the
relevance of <IR> as part of the standards that will be developed
by the ISSB in future.

This research used a two-stage content analysis approach
by first analyzing the differences and similarities between the
<IR> framework and the exposure draft in general sustainability
reporting. The second stage was the analysis of the comment
letters that have been submitted to the ISSB. The analysis was
performed in three steps. First, instances of reference to <IR> were
identified. The second step was to analyze these instances deeper
to understand whether the sentiment in the comment letter was
positive, negative, or uncertain with regard to <IR>. Third, the
codes were analyzed and coded for certain themes that arose from
the analysis within each of the sentiments.

The analysis of the two frameworks highlighted that the
concept of connectivity was a significant alignment between the
two frameworks. The four core areas of the exposure draft also
aligned with the <IR> framework although the <IR> framework
does not structure it exactly in that format but rather embeds
the ease of components in the guiding principles and the content
elements. A key difference is the focus of the two frameworks. The
new exposure draft focuses on sustainability-related information
to assess the impact on enterprise value, whereas the <IR>
framework focuses on value creation in the short, medium,
and long term. There is uncertainty regarding the definition
of sustainability-related information in the exposure draft and
whether it considers all the stakeholders of an organization and not
only the shareholders’ perspectives.

The most significant respondents with references to <IR> were
local and global professional bodies (51.28%), which could indicate
that these bodies will use their stature to lobby for the use of
<IR> in future standard settings. Other significant respondents
were sustainability reporting (10.58%), companies (9,3%), audit
and consulting firms (9.3%), and academics (7.05%). The analysis
of the comment letters revealed that there was a significant positive
sentiment (79.12%) from respondents that submitted comment
letters that referred to <IR>. There were also comments of
uncertainty and negativity but to a far lesser extent.

The role of <IR> in the future of the ISSB’s standards was
the most significant positive theme from the analysis to ensure
good conceptual guidance to standard setters. Respondents also
highlighted the use of the integrated report as a standalone report
that can link to the other sustainability information in sustainability
reports. This ties into the argument of de Villiers and Dimes
(2023) that there is still a need for a stand-alone and concise
report to report to a wide range of stakeholders. However, there
were also respondents that indicated uncertainty regarding the role
of <IR> in the future. Other significant positive themes were
connectivity, integrated thinking, and the use of the six capitals of
integrated reporting, which are also very closely related. This also
supported the literature that these elements distinguished <IR>
from other sustainability reporting frameworks (Barth et al., 2017).
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It could mean that, even though an integrated report may fall
away, organizations can still use the principles of connectivity and
integrated thinking to be able to respond to risks more effectively
and align strategies. This could also be the reason why the IFRS
Foundation instituted the Integrated Reporting and Connectivity
Council as an advisory body to the IFRS Foundation to assist
how the TASB and the ISSB can be integrated and include <IR>
principles and concepts into their standard setting in the future.
There was also uncertainty regarding the frequency of reporting
and how it will be practically implemented. There was also
uncertainty about what sustainability-related information means
in terms of the exposure draft and if it takes into account the six
capitals of <IR>.

Given the findings above, the limitation of the case study is that
there is an element of positive bias from respondents who refer
to <IR> as part of their responses and could overemphasize the
importance of <IR>. This is in line with the study from Napier
and Stadler (2020), which highlights the bias from respondents to
influence the standard-setting process.

5. Conclusion

The need for a global baseline for sustainability reporting
standards has become increasingly important in recent years. The
role of <IR> was substantial across many organizations and
jurisdictions before its consolidation into the IFRS Foundation.
With the consolidation, questions arose as to how <IR> will be
used as part of the standard-setting policies of the IFRS Foundation
and the ISSB. The main findings are illustrated as part of Figure 4
showing key aspects of <IR> that respondents to the ISSB have
submitted as part of the standard-setting process.

The study contributes to academic literature as this is one of
the first studies, to the knowledge of the authors, that analyzed
comment letters on the exposure draft of the IFRS S1 standard that
the ISSB has published. The study furthermore contributes to the
literature by emphasizing the importance of <IR> and the role that
important concepts such as connectivity, integrated thinking, and
the six capitals can play in the future standard-setting processes of
the ISSB.

One of the main limitations is the bias from respondents
in the comment letters as respondents worked with <IR>
directly. Furthermore, the analysis of the comment letters does not
provide the authors an opportunity to seek clarification on certain
statements made, which could lead to subjectivity in the coding
and analysis. However, with the limitations being noted, there are
opportunities for future research. Future studies can focus on other
frameworks and how these can be used for future sustainability
standards. Another important possible study would be to analyze
the final issued standards from the ISSB to identify how comment
letters have influenced the standard setting of the ISSB. Another
way to obtain richer data is to use interviews and focus groups to
obtain an understanding of how <IR> principles are used as part
of the implementation of the new sustainability standards.

The practical implication of this research is that it highlights
key aspects of <IR> and integrated thinking principles that the
IFRS Foundation together with the ISSB can use as part of the
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standard-setting process and other reporting guidelines on the new
sustainability standards. Furthermore, the study enforces some of
the principles in <IR> that organizations can apply as part of their
implementation of the new sustainability standards.

From a theoretical perspective, the research offers insights
into the role that <IR> played within organizations in preparing
integrated reports and which principles are paramount in the
standard-setting process of the IFRS Foundation and the ISSB. It
adds to the body of knowledge that can promote further research
within sustainability reporting with a focus on integrated thinking
and <IR> principles and how these principles are applied in
sustainability reporting.

Based on the study’s findings, it can be argued that <IR> still
has a very important role to play in the new IFRS Foundation
era by incorporating many of the principles of <IR> and
integrated thinking as part of the standard-setting process within
the IFRS Foundation.
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