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 The directors of a company must prepare a strategic report

for each financial year of the company (s 414A(1) CA 2006).

 The aim of the strategic report is to inform members of the

company and help them assess how the directors have

performed their duty under s 172 CA 2006 (s 414C(1) CA

2006).

 The report of the quoted company must include (s 414C

(7)):

 the main trends and factors likely to affect the future development,

performance and position of the company's business, and

 information about environmental matters; the company's employees, and

social, community and human rights issues.



Overall aim:

◦ The impact of the strategic report on

shareholders and especially, other

stakeholders (e.g. employees, customers,

suppliers, environmental considerations,

social, community and human rights

bodies), in the context of s. 172 CA 2006,

will be evaluated and analysed based on a

two-stage study conducted by the

authors.



Today’sAim: Stage 1 of the Project:

 It provides concrete evidence on compliance
with the provisions of a strategic report,
especially the extent to which ESG issues are
considered by the companies.

 It measures the type and quality of
information transferred from the company
to stakeholders based on the strategic report.

 Stage 2 will involve drafting and carrying
out detailed interviews (around 20, 30) with
selected stakeholders.



This first systematic review of strategic

reporting in the UK carries international

implications due to the high international

shareholder base in FTSE 100 companies.



 This research is referred to as “compliance coding”

 Coding has led to the construction of an index with a

mixed binary and non-binary coding (“0”, “1” or “2”)

 13 variables were used, which gives 1300 observations

for each year (2600 observations in total).



Description of variables

General variables:

 The role and objective of 
the strategic report

 The description of the 
company’s strategy and 
business model 

 Review of the company’s 
business and the principal 
risks

 A forward looking 
orientation of information 
provided

Non-financial focus:

 Environmental matters 
and GHG emissions 

 The interests of the 
company’s employees 
and gender diversity 

 Social, community  and 
human rights issues 

 Explanation of non-
compliance 

 Quality and transparency 
of non-financial reporting 



General aggregate 
of all observations

The analysis of 
variables

Industry-specific 
patterns







The lowest results in 2015 and 2016

 Scottish Mortgage Investment Trust plc received

a “0” score in 2015 and 2016 for the lack of

information regarding greenhouse gas emissions,

the interests of the company’s employees, social

and community and finally human rights issues.













 Compliance with the provisions of the strategic
report is surprisingly high, amounting even to a
super or over-compliance.

 The type and quality of information received by
stakeholders.

Reasons for high disclosure levels:

 genuine  interest in providing comprehensive non-
financial information;

 an effective marketing tool;

 a ‘tick-the-box’ exercise;

 a way of avoiding stakeholders activism by 
providing very detailed statements. 



 ESG reporting in general and links with s 172 CA

2006:

 a holistic approach to strategic reporting is lacking;

 the strategic report could be used to demonstrate 

compliance with s 172 CA 2006, by putting a stronger 

emphasis on consideration of stakeholders’ interests;

 detailed guidance on all extra-financial issues and 

forward looking orientation is needed;

 integrated reporting rather than production of various 

sustainability reports.



Way forward….

 Stage 2 of the study and further 

longitudinal research.



Thank you!

Any questions?


