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The confusing reporting landscape is actually limiting the effectiveness of reporting



Our key arguments

� Sustainability reporting, whilst not mandatory, has become 

necessary from a business perspective – markets and investors now 

demand this information

� There is a confusing and varied landscape of non-financial reporting 

that requires to be streamlined and clarified

� The NFRD is likely to be more supportive of the GRI efforts and of 

sustainability than the IR so it is worrying that the direction being 

followed is towards the IR

� Reporting alone is unlikely to achieve sustainable behaviour

� State/international/private interventions beyond demanding 

transparency are also required



Paper Structure 

Background issues

- Purpose and Target Groups of Reporting 

- Defining Sustainability 

Non-Financial Reporting Directive and UK Paradigm 

Different reporting regimes

- Critical comment on value and utility 

-Role of Market Players and Key Actors

-Key arguments  

KEY ARGUMENT: CALL FOR A ‘CLEAN UP’ OF VARIED INITIATIVES

SUSTAINABILITY FOR SHARHEOLDERS AND STAKEHOLDERS ALIKE

LESS IS MORE IN NON-FINANCIAL REPORTING FOR SUSTAINABILITY  



The value and target groups for 

non-financial reporting

� Financial and Non-Financial reporting targets shareholders with the 

purpose of enabling them to make informed investment decisions

� Sustainability or corporate social responsibility (CSR) target multiple 

stakeholders in informing the wider community, but does include 

issues material to shareholders that should also be set out in the 

annual report or equivalent prepared and/or approved by the 

board itself, and addressed to investors. [See ICGN Statements]

� Still a predominance of targeting shareholders. Stakeholders come 

second to the shareholders



Varied Definitions and Terms 

relating to Sustainability  I

CSR (corporate 
social responsibility)

‘sustainable 
development’ from 

a business 
perspective

‘sustainability’ and 
‘sustainable 

development’ from 
a policy 

perspective

‘greening’ 
environmental 

social governance 
(ESG)

‘triple bottom line’



Varied Definitions and Terms 

relating to Sustainability 
� Brundtland Report:

� Sustainable development is the kind of development that meets the needs of the 
present without compromising the ability of future generations to meet their own 
needs.

� BUT ‘Sustainable Development’ in the business context: as a process whereby 
companies seek to manage their financial, societal (including governance) and 
environmental risks, obligations and opportunities, otherwise known as a triple 
bottom line approach, (ICC Business Charter for Sustainable Development). An 
umbrella term which includes the terms ‘Corporate Social Responsibility (CSR)’, 
‘Environmental, Social, Governance (ESG)’ or ‘triple bottom’ line.  

� The European Commission makes reference to the term ‘sustainability’ within the 
field of corporate governance in its latest reports as synonymous to a 
company’s long-term business growth.

� Main divergence exists between planetary or community sustainability and that 
of the sustainability of the corporation through its long-term growth. 



Different Reporting Regimes I

� We note that there are different approaches to non-financial 

reporting

� Unlike financial reporting which has been well developed with 

standardised rules, assurance and verification requirements, non-

financial reporting is much more fluid. 

� More has been left to discretion of individual companies and 

choices of different guidelines to be adopted



Different Reporting Regimes II

� Financial Reporting

� Non-Financial Reporting

� Integrated Reporting 

� Sustainability/CSR Reporting

……

� Guidelines, Principles, Codes, Factors, Goals



The Non-Financial Reporting 

Directive [NFRD] I: Aims
� The general aim of the Directive of 2014 is three-fold:

i) to improve the quality of non-financial reporting across the EU;

ii) to allow greater comparability; and 

iii) to attract inward investment

More specifically, as provided for by the Directive itself, its objective is ‘to 
increase the relevance, consistency and comparability of information 
disclosed by certain large undertakings and groups across the Union’ and 
it aims for non-financial information published by undertakings to become 
more consistent and comparable. 

� See Commission Guidelines Communication on NFRD [05.07.2017] The 
Guidelines Communication, as well as the Commission’s Press Release 
shows a priority focused on the business case for non-financial reporting 
rather than supporting broader sustainability goals, although there is 
reference to strategy on sustainable finance and capital market. 



NFRD II: Scope

� The non-financial reporting Directive, which was adopted on the 22 
October 2014, amended the Directive 2013/34/EU as regards disclosure 
of non-financial and diversity information by certain large undertakings 
and groups. It applies to large undertakings which are public-interest 
entities exceeding a certain threshold on their balance sheets with an 
average number of over 500 employees. 

� Extends the scope of the non-financial information which is to be 
included in the management report

� Must ‘include in the management report a non-financial statement 
containing information to the extent necessary for an understanding of 
the undertaking's development, performance, position and impact of 
its activity, relating to, as a minimum, environmental, social and 
employee matters, respect for human rights, anti-corruption and bribery 
matters’



NFRD III: Information required

� (a) a brief description of the undertaking's business model; 

� (b) a description of the policies pursued by the undertaking in relation 
to those matters, including due diligence processes implemented; 

� (c) the outcome of those policies; 

� (d) the principal risks related to those matters linked to the undertaking's 
operations including, where relevant and proportionate, its business 
relationships, products or services which are likely to cause adverse 
impacts in those areas, and how the undertaking manages those risks; 

� (e) non-financial key performance indicators relevant to the particular 
business. 

� Where the undertaking does not pursue policies in relation to one or 
more of those matters, the non-financial statement shall provide a clear 
and reasoned explanation for not doing so.



Guidelines – supporting 

sustainability
� However, note that the substance of the Guidelines homes in onto ESG 

matters and guides companies towards reporting on their material 
impacts on a number of specific ESG matters. 

� Thus, the European Commission policy on sustainable finance points 
towards a more holistic direction, finding that: “Sustainable finance 
includes a strong green finance component that aims to support 
economic growth while reducing pressures on the environment; 
addressing green-house gas emissions and tackling pollution; and 
minimising waste and improving efficiency in the use of natural 
resources (European Commission policy on sustainable finance).” 

� The Guidance Communication makes explicit reference to the 
Sustainable Development Goals: “The disclosure requirements arising 
from the Directive make an important contribution towards the 
Sustainable Development Goals, for example Goal 12 on ensuring 
sustainable consumption and production patterns and Goal 5 on 
achieving gender equality and empowering all women and girls.” 



Criticisms

� The limited number of undertakings subject to the requirements of 

the Directive is problematic. It targets 6000 or so undertakings which 

is a small proportion of the business entities active across Europe

� Deirdre Ahern remarks, ‘a regulatory approach which bows so far to 

market freedom invites a fragmented reporting landscape. The 

nonprescriptive approach to the reporting framework negates the 

possibility of a uniform approach being taken to sustainability 

reporting by companies within the EU. As a knock-on consequence, 

the ability to engage in meaningful cross company comparisons by 

stakeholders is likely to be significantly hampered.’ 

� Exacerbated by comply or explain approach



The UK Paradigm on Reporting 

� STRATEGIC REPORT [ 414A CA 2006] 

� NON-FINANCIAL INFORMATION STATEMENT [414CA and 414CB 

following section 414C]

� OVERLAP: It is apparent that an overlap exists between the 

enhanced business review that quoted companies (irrespective of 

their size or the number of their employees) are required to produce 

as part of the strategic report and the statement imposed by the 

Regulations, which does indicate that compliance with new section 

414CB (1)-(6) is deemed to fulfil some of the requirements for non-

financial information contained in Section 414C. See 414CB(7) CA 

2006. 



The UK Paradigm on Reporting 

� Where should the NFR statement be located?

Options are: i) within the current Strategic Report; ii) within the Annual Report but outside of the Strategic 
Report; or iii) in a separate document that is available within six months of year-end on the company website 
and referenced in the Strategic Report. 

� What are the options around implementation?

Options are: i) update the existing UK reporting requirements to reflect the new disclosure requirements of the 
NFRD for large PIEs; or ii) reduce the scope of the existing UK reporting requirements relating to Non-Financial 
Reporting for all quoted companies and limit it to those required by the NFRD (i.e. generally moving from 
quoted companies to large PIEs). 

� Concerns:

�

� ***Does the non-financial information need to be verified by an independent assurance service provider? 
The Government wants to understand the advantages and disadvantages of third party assurance.

� ***The NFRD does not oblige Member States to provide for a verification or assurance requirement. 
Whilst these eases for Member States and companies the costs of compliance but it does arguably 
weaken the reliance value of the information provided by companies who claim to be in 
compliance with the Directive. Lack of independent verification arguably lowers the credibility of 
such information.   



The Integrated Reporting 

Framework

� The goal is to provide for the financial capital providers quality 
information on a company’s value creation processes over time. 
There is potential for the practice of IR to improve and streamline 
communication  and transparency but also to improve integrated 
thinking  and internal organization. 

� Does not focus on sustainability issues but on six capitals (financial, 
manufactured, human, intellectual, social and relationship and 
natural) and on how these impact upon the value creation 
processes adopted by the company. 

� The Framework operates on the basis of a set of IR Principles which 
include: strategic focus and future orientation; connectivity of 
information; stakeholder relationships; materiality; conciseness; 
reliability and completeness; consistency and comparability. 



Criticisms

� Lower coverage than NFRD - approximately 2000 entities participate in 
IR networks worldwide, though the IIRC has ambitions for IR to take up a 
position at the centre of corporate governance and reporting after it 
enters its global adoption phase in 2018

� Provides for a variety of different understandings of reporting scope and 
content and this leads to fragmentation across different institutional 
regimes and diversity in IR practices

� closes down ways of understanding and engaging sustainability around 
top down  business case framings rather than providing scope for 
stakeholder accountability or critical analysis of sustainability 
performance or impact. 

� the role of stakeholders is limited to assisting the organization through 
their useful insights about matters that are important to them,  whilst it 
effectively ‘extends the legitimate control of the financial sector over 
intangible, social and natural resources.’



Other Sustainability reporting

� GRI more directly concerned with sustainability issues 

� But GRI still does not deliver – problem of lack of comparability, too 

much flexibility for companies, does not focus on the issues that are 

relevant to the stakeholders

� Subject to capture and reflects power inequalities



Role of investors

� It is clear that reporting largely targets the shareholders and the IR is 

explicit about this

� SO we need to think about views and actions of shareholders

� The evidence suggests that they do want non-financial information

on ESG risks but that is not the same as them supporting

sustainability.

� Still problems of their lack of active engagement – what are the 

incentives to do so? 

� Should this be an area for state intervention?



Role of other actors? 

E.g. Accountants

� Clearly the accountants play a big role in policy development

� They have been deeply engaged in the development of the IR –

they see it as a new area of market opportunity

� Problem of capture

� Query: how well they are engaged with the science of climate 

change?

� Own problems of poor practices – e.g. with tax avoidance 

involvement



Conclusions on Initiatives

� The NFRD appears better shaped towards supporting the goal of sustainability and the 
Guidelines that accompany the Directive explicitly refer to the SDGs. 

� The IR has been described as “remarkably regressive” as it has a narrow business case 
orientation.

� Transparency is marketized and monopolised and so possibilities for stakeholders to 
engage meaningfully remain slim

� Reporting alone is unlikely to lead to improvements in sustainability, especially as the 
reporting regime is shaped, leaving too much discretion and choice to the companies as 
to what they will report and to what they will measure.

� State and international interventions in behaviours are necessary.

� Some steps could be taken to improve on current reporting initiatives such as 
standardizing reporting and clear specification of data and information to be provided as 
well as making information relevant to industry specific local and global goals.  Belkir et al, 
for example, propose the introduction by the GRI of a system that enables companies to 
implement a “Plan, Do, Check, Act” management system against which companies 
should have to report and act on the feedback with corrective action and follow ups on 
targets set in prior GRI report submissions 




