“Impact of integrated reporting on enterprise value-based management:

evidence from Ukraine”

AUTHORS

ARTICLE INFO

DOI
RELEASED ON
RECEIVED ON
ACCEPTED ON

LICENSE

JOURNAL
ISSN PRINT
ISSN ONLINE
PUBLISHER
FOUNDER

NUMBER OF REFERENCES

Fedir Zhuravka @@ https://orcid.org/0000-0001-8368-5743

I http://www.researcherid.com/rid/P-4821-2014

Olena Kravchenko @) https:/orcid.org/0000-0001-5927-8814

I hitp://www.researcherid.com/rid/P-3836-2014

Natalia Ovcharova @) https:/orcid.org/0000-0002-8362-3283

I http://www.researcherid.com/rid/P-4221-2014

Zhanna Oleksich @ https://orcid.org/0000-0002-4486-974X

I hitps://www.webofscience.com/wos/author/record/AAY-5806-2021
Olesia Miroshnychenko @) https:/orcid.org/0000-0002-7213-4601

Fedir Zhuravka, Olena Kravchenko, Natalia Ovcharova, Zhanna Oleksich and
Olesia Miroshnychenko (2020). Impact of integrated reporting on enterprise
value-based management: evidence from Ukraine. Problems and Perspectives in
Management, 18(2), 154-165. doi:10.21511/ppm.18(2).2020.14

http://dx.doi.org/10.21511/ppm.18(2).2020.14
Wednesday, 20 May 2020

Thursday, 12 March 2020

Thursday, 14 May 2020

@) ev |
This work is licensed under a Creative Commons Attribution 4.0 International
License

"Problems and Perspectives in Management"

1727-7051

1810-5467

LLC “Consulting Publishing Company “Business Perspectives”

LLC “Consulting Publishing Company “Business Perspectives”

NUMBER OF FIGURES NUMBER OF TABLES

2 0

© The author(s) 2024. This publication is an open access article.

<//~I| BUSINESS
= PERSPECTIVES

businessperspectives.org



®®

Problems and Perspectives in Management, Volume 18, Issue 2, 2020

</ -
7l

BUSINESS PERSPECTIVES

LLC “CPC “Business Perspectives”
Hryhorii Skovoroda lane, 10,
Sumy, 40022, Ukraine

www.businessperspectives.org

Received on: 12th of March, 2020
Accepted on: 14t of May, 2020
Published on: 20t of May, 2020

© Fedir Zhuravka, Olena Kravchenko,
Natalia Ovcharova, Zhanna Oleksich,
Olesia Miroshnychenko, 2020

Fedir Zhuravka, Doctor of Economics,
Professor, Department of International
Economic Relations, Sumy State
University, Ukraine. (Corresponding
author)

Olena Kravchenko, Ph.D., Associate
Professor, Department of Accounting
and Taxation, Sumy State University,
Ukraine.

Natalia Ovcharova, Ph.D., Senior
Lecturer, Department of Accounting
and Taxation, Sumy State University,
Ukraine.

Zhanna Oleksich, Ph.D., Senior
Lecturer, Department of Accounting
and Taxation, Sumy State University,
Ukraine.

Olesia Miroshnychenko, Ph.D., Senior
Lecturer, Department of Accounting
and Taxation, Sumy State University,
Ukraine.

This is an Open Access article,
distributed under the terms of the
Creative Commons Attribution 4.0
International license, which permits
unrestricted re-use, distribution, and
reproduction in any medium, provided
the original work is properly cited.

Conflict of interest statement:
Author(s) reported no conflict of interest

154

Fedir Zhuravka (Ukraine), Olena Kravchenko (Ukraine), Natalia Ovcharova (Ukraine),

Zhanna Oleksich (Ukraine), Olesia Miroshnychenko (Ukraine)

IMPACT OF INTEGRATED
REPORTING ON ENTERPRISE
VALUE-BASED MANAGEMENT:
EVIDENCE FROM UKRAINE

Abstract

An integrated approach to the enterprise value-based management (VBM) provides a
precise assessment of all accounting entities. The implementation of such an approach
allows determining the value of objects that do not have a material form (intangible
assets), but have a significant impact on the enterprise value. The growing role of ac-
counting data in enterprise value formation and management determines the necessity
of the research. Thus, the article aims to investigate the effect of integrated reporting
implementation on the VBM at the Ukrainian enterprises. Based on recent scientific
researches, the study substantiates that the VBM approach should be based on an in-
tegrated reporting concept and proves the necessity of transition from the traditional
accounting model to sustainability accounting in Ukraine. The findings reveal the ap-
proach of integrated reporting incorporation into the enterprise VBM system. The
authors offer the concept of creating an integrated reporting model in Ukraine that
considers economic and legal criteria, basic and qualitative principles, and production,
human, financial, social, natural, and intellectual capital.

Keywords sustainable development, assessment, integrated
reporting, VBM, stages, elements, indicators
JEL Classification 125, M10, M41

INTRODUCTION

Sustainable development of business entities, as a complex and dy-
namic system, requires relevant and reliable information, including
enterprise value. For Ukrainian enterprises, the main factors of their
value assessment are financial indicators (financial and property state,
level of technical equipment, market share, etc.). Their impact can be
quantified. However, it is necessary to pay attention to non-financial
(qualitative) factors that are poorly formalized. Their influence on the
enterprise VBM can be estimated using integrated reporting.

The world’s biggest companies are actively involved in reporting ac-
cording to integrated format. According to the data published in the
report of the International Integrated Reporting Council (IIRC) in
2017, about 1,600 organizations from 64 countries have implemented
integrated reporting: in Japan — 279 companies, in Australia - more
than 50, in the UK - about 130, in Malaysia — 35, etc. It should also
be noted that in 2020, a significant increase in the number of such
companies is expected due to the adoption of the EU Non-financial
Reporting Directive (2014), which requires the companies with more
than 500 employees to disclose additional information on several
things, including the composition of the board of directors, environ-
mental impact, protection of human rights, corporate social policy,
anti-corruption policy, etc.

http://dx.doi.org/10.21511/ppm.18(2).2020.14



Problems and Perspectives in Management, Volume 18, Issue 2, 2020

Ukraine remains aloof from these processes and trends, although corporate reporting of the largest
domestic companies to some extent can be considered integrated. However, the majority of Ukrainian
enterprises, due to incomplete understanding of the benefits of sustainable development, are paying
insufficient attention to the process of drawing up integrated reporting; only a small percentage of com-
panies are preparing non-financial reporting. According to the data presented in the companies’ trans-
parency index websites (2018) for the period 2012-2017, there was a growth in the number of companies
from 9 to 16.

The majority of prepared non-financial reports formed based on the vision of owners, senior manage-
ment, and employees, have different content, format, and structure of the presentation of their results.
This is due to the lack of the unified concept of integrated reporting, deliberate slowness of implementa-
tion riskiness disclosure of sensitive information, difficulties in obtaining and systematizing the data,
etc. Thus, the study of international standards of integrated reporting, the feasibility of their possible

implementation in Ukraine is a vital problem, which requires an in-depth study.

1. LITERATURE REVIEW

This section profoundly studies recent scientific pub-
lications concerning two concepts: enterprise val-
ue-based management and integrated reporting, as
well as their mutual influence and interconnection.

The concept of VBM was initially applied in the
research “The Value Imperative: Managing for
Superior Shareholder Returns” written by McTaggart,
Mankins, and Kontes (1994). They systematized the
approaches based on value-based management to in-
crease the company’s profitability and assess its po-
tential. Rappaport (1998) substantiated key aspects
for creating VBM and introduced the idea of share-
holder value added (SVA).

Stewart (1991) disclosed the main aspects of increas-
ing the enterprise value for shareholders. Copeland,
Koller, and Murrin (1995) investigated the essence of
the concept “value-based management” by using val-
ue thinking for effective management. Arnold and
Davis (2000) identified and investigated the key ele-
ments of value-based management.

D’yakonova, Nikitina, Sukhonos, and Zhuravka
(2018) analyzed the interconnection between the
VBM and the economic security management at an
enterprise.

All the abovementioned approaches to the concept of
value-based management are based on various fun-
damental principles of value creation (strategy, or-
ganizational structure, measuring instruments), use
of various measuring instruments (economic value

http://dx.doi.org/10.21511/ppm.18(2).2020.14

added, market value added, shareholder value added,
etc.) and information base, and intend generally to
define the real enterprise value.

At the same time, certain studies were conducted in
the field of accounting in connection with expand-
ing its information capacity for the needs of different
users in terms of determining the company’s value.

DiPiazza and Eccles (2003) proved that financial
statements do not often meet the requirements of us-
ers (primarily the external ones). The authors argue
that to meet the growing demands of stock market
participants, the financial statements should disclose
information about factors affecting the enterprise
value, that is, its investment value (from the market
participants’ perspective). They have developed a
concept of value reporting.

Stewart (1997) pointed out a systemic defect in the
available methodological framework for determin-
ing the company’s value. He proved that the infor-
mation in the balance sheet does not correspond to
the enterprises’ real value.

In Ukraine, a business entity value assessment is
regulated by the National Assessment Standards,
whereby methodological regulation of property
evaluation, property rights, and professional eval-
uation activities are provided. The assessment of
some individual objects and accounting results are
based on Ukrainian Accounting Standards and
IFRS. At the same time, a reliable assessment of the
enterprise value and its components is necessary for
enterprises that offer their corporate rights for offi-
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cial sale, change ownership, attract foreign finan-
cial investments, etc.

The process of global integrated reporting imple-
mentation indicates significant progress in support-
ing and adopting this concept.

Zhuravka, Kravchenko, and Ovcharova (2018) sub-
stantiated the sufficient role of integrated reporting
in the process of enterprise value-based management.

Drager (2017) states that integrated reporting is an
alternative guide for investors, which aims to give a
comprehensive and objective vision of what is hap-
pening in the company, and also the surest way to
tell investors how the company creates its values, in
what direction it is moving, and where it will be in 5,
10, and even 50 years.

Eccles, Krzus, and Solano (2019) conducted a de-
tailed analysis of the preparation of integrated re-
porting in different countries. They studied the
companies from different countries using a special
scale to evaluate some areas of disclosure: material-
ity, risks and opportunities, strategy and resource
allocation, performance, and outlook. The authors
found that countries could be grouped into three cat-
egories according to the quality of disclosure: high,
medium, and low.

The need and importance of integrated reporting are
supported by Adams and Simnett (2011). They sub-
stantiated that in Australia, integrated reporting is
comparatively a new reporting paradigm.

Chairman of the IIRC Council, King (2018), pro-
foundly analyzed the outcomes-based approach of
integrated reporting, which is now recognized in
the Sustainable Development Goals of the United
Nations Organization. Tilley (2019) paid special at-
tention to the disclosure of the environmental risks.

Mishra (2020) approves that Indian companies need
the adoption of integrated reporting, which demon-
strates the relationships between governance, perfor-
mance, and strategy.

Okwuosa (2020) said that integrated reporting is the
future of corporate reporting. However, the way of
its adoption into the local practice will vary from ju-
risdiction to jurisdiction.
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The preparation of integrated reporting requires im-
proved accounting information, including the use
of IFRS. The impact of IFRS on the significance of
accounting information was studied by Do Hoon
Ki, Wook Bin Leem, and Jee Hoon Yuk (2019). This
study particularly analyzed the change in value as-
sessment by comparing the explanatory power of
different research models before and after the IFRS
adoption.

The use of international standards should improve
the quality of information and increase the effective-
ness of audits of the integrated reports. These issues
are covered in detail in the research of Hinke, Gezo,
Smutka, and Strielkowski (2020). The results showed
the essential variety in management approaches to
integrated and financial reporting.

Also, several studies on integrated reporting were car-
ried out by large audit companies (Deloitte, EY, PWC,
KPMG) and professional associations (CIMA, IFA,
PPC), specialized organizations (IIRC, WBCSD), etc.
The most important issues were connected with the
quantity and quality of published integrated reports,
global consultations on their implementation, com-
pilation and analysis of such reports, identification
and systematization of problems associated with in-
tegrated reporting, standardization of this process
and development prospects, etc.

For instance, the International Integrated Reporting
Council (2020) is a specialized entity that unites reg-
ulators, investors, companies, standard setters, ac-
counting professionals, etc. It aims to assist with the
integrated reporting implementation globally both
in the public and private sectors.

Also, the World Business Council for Sustainable
Development (WBCSD) (2013) is considered a glob-
al organization, which provides integrated reporting
for different businesses all over the world.

Audit companies Deloitte (2019) and PWC (2014)
provide survey analysis and reporting services on
sustainable development, conduct research on
corporate responsibility reporting. For instance,
according to the Corporate Register (global on-
line catalog of corporate responsibility) (2019),
based on the results of the reporting competition,
Australia Post received an annual award for the
best integrated report for 2018.

http://dx.doi.org/10.21511/ppm.18(2).2020.14



2. GENERALIZATION
OF THE MAIN
STATEMENTS

The formation of an integrated reporting pro-
cess started in the 70-ties of the XX century.
Considering the international experience, re-
searchers define the main stages of integrated re-
porting that coordinate and streamline the process
of its drawing up: preliminary, main, and final.

Thus, the decision concerning the need to incor-
porate an integrated reporting into the enterprise
value management system requires the develop-
ment of an appropriate scientific and methodolog-
ical basis (Figure 1).

The strategy of enterprise development requires
the necessary data in terms of various aspects of
its operations that can be obtained with integrat-
ed reporting to reduce the existing risks using the
existing facilities.

Stages of integrated reporting
preparation

Problems and Perspectives in Management, Volume 18, Issue 2, 2020

The effective relationship with stakeholders is a
key factor in the preparation of integrated re-
porting. To identify stakeholders aimed to iden-
tify the following characteristics: the interests
of certain groups, the definition of the most in-
fluential and the most important among them,
setting priorities for various stakeholder groups,
their possible impact on the entity and its re-
sources in the context of strategic development.
Further detailed analysis of the information ex-
pectations of major stakeholders will formulate
the effective strategic management plan, set the
desired direction of the entity with the maxi-
mum satisfaction of their interests. Stakeholders
(investors, creditors, managers, employees,
community, government organizations, etc.)
are the most important participants of the in-
tegrated reporting forming. The technology of
integrated reporting should consider the specif-
ics of each legal entity. Moreover, it should be
connected with other forms of reporting, which
reveal additional information concerning the

key indicators.
Source: Developed by the authors.
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Figure 1. Incorporation of integrated reporting into the enterprise VBM system
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Each legal entity has its own processing tech-
nology for submission and display requirements
concerning accuracy, reliability, and efficiency. It
should be focused on the use of relevant informa-
tion using modern hardware and software tools.

Integrated reporting is a management tool that, by
considering a system of financial and non-finan-
cial ratios, implements a strategy of maximizing
business value for the benefit of all stakeholders
and substantiates the decisions on complex value
creation in the short and long term. It also pro-
vides comprehensive management information
needed for day-to-day management. The prepara-
tion of integrated reporting affects the quality of
the company’s strategic management, consider-
ing the tasks of social responsibility or sustainable
development.

In the world practice, there are two approaches for
making the models of integrated reporting: free
and standardized. The first one (free format) has a
free structure, based on booklets (list of environ-
mental, social, and other projects) and thorough
reports compiled on the own system and indica-
tors. The second one is more efficient, allows or-
ganizing certain financial and non-financial per-
formance indicators, provides comparability, and
increases the efficiency of their use by the users in
making the management decisions.

Theintegrated reporting requirement for Ukrainian
business entities, rules for preparation and pres-
entation are not regulated by national legislation.
In world practice, the first integrated reports ap-
peared in the mid-2000-ties. Nowadays, the issue is
under the influence of several different legislative
acts, such as GRI, EU Directive, and the interna-
tional standard on integrated reporting, AA1000,
SA8000, ISO 14000, ISO-26000, and others.

Based on these documents, the entities can deter-
mine their own internal regulations based on inte-
grated reporting.

The integrated reporting on the second stage of
the formation allows realizing its conceptual basis
through complex organizational and methodolog-
ical measures. Organizational measures include
the implementation of the following measures: 1)
forming of a competent working group involving
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the major stakeholders to consider their needs, in-
terests, and expectations — the working group may
vary depending on the organizational and admin-
istrative structure of the entity and include: board
members, accountants, planning department
employees, information technology department
employees, etc.; 2) determination of the frequen-
cy of compilation of the integrated reporting - in
accordance with the international and national
experience the integrated reporting is primarily
formed by the entity on the annual basis; 3) selec-
tion of main subdivisions and their functions on
forming the necessary accounting and analytical
support mechanisms of interaction and commu-
nication, for instance, through the formation of
organizational and functional integrated circuit
assembly statements; 4) approval of the working
schedule with the definition of terms of process-
ing and presenting information that will allow to
promptly receive all necessary information and
improve its quality, quantity and value perfor-
mance and efficiency of reporting in general.

The formation of organizational principles is
closely related to the methodological issues con-
cerning the structure of an integrated system of
reporting and key performance indicators and
then making appropriate adjustments to the ac-
counting policies. Structural elements of the inte-
grated reporting primarily depend on the chosen
form of reporting (voluntary or standardized) and
the basic standard.

If the enterprise intends to apply the voluntary ap-
proach, it forms a system of performance indicators
in terms of selected structural elements. The use of
this system is advisable in the early stages of tran-
sition to integrated reporting. This report does not
require an external audit, which significantly re-
duces its information value. Therefore, preference
should be given to a standardized form of reporting
with a clearly defined list of key structural elements.

At the same time, the structure of the standard-
ized reporting depends on the chosen system of
its forming. Nowadays, it is based on the following
approaches.

The first one is based on the Global Agreement,

and is commonly widespread, due to ease of its
forming. It provides a report on the progress of

http://dx.doi.org/10.21511/ppm.18(2).2020.14
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implementation of the principles of the Global
Agreement. This system includes about 800 enti-
ties in 140 countries.

The second approach is based on a system of Global
Reporting Initiative (GRI), which provides the for-
mation of the Sustainable Development Report to
reveal information about business entities in the
economic, environmental, and social sphere. It in-
cludes 600 organizations from 60 countries.

Taking into account the requirements of GRI 4.0,
the integrated reporting should disclose relevant
aspects in terms of the following components:
economic, environmental, and social.

This standard provides two sustainability report
options: basic and advanced, which considers sig-
nificant aspects (insignificant aspects are not re-
flected in the report).

Regardless of the form, the report should include
the following elements:

a) standard elements:

2) strategy and analysis - reveal the common
strategic issues of sustainable development of
the subject; its impact, risks, and opportuni-
ties are specified in other sections;

3) activities subject — contains name and address,
major products and services, details of own-
ership, scope of activities, main markets, etc.;

4) identified significant aspects and their limits —
specified procedures, principles, and methods
used when forming a report and identifying
significant issues;

5) interaction with stakeholders - provides a
list of stakeholders, principles of their choice,
methods of interaction, risks, etc.;

6) general information about the report - the
reporting period is specified, the date of the
publication, the cycle of reporting, report ver-
ification, etc.;

7) corporate governance — reveals the role of
corporate governance, senior management on

http://dx.doi.org/10.21511/ppm.18(2).2020.14

the subject of sustainable development and its
economic, social, and environmental perfor-
mance, risk management capabilities, etc.;

8) ethics and integrity — specify values, prin-
ciples, standards, and rules of the entity, its
internal and external mechanisms to ensure
ethical and legal development;

b) specific elements:

1) information on the approaches in the man-
agement — management of the economic, so-
cial, and environmental impact in terms of
basic essential aspects;

2) indicators associated with the identification of
significant issues in terms of economic, social,
and environmental categories.

The third approach involves using the Integrated
Reporting (IR) with supporters from more than
100 international companies. It includes 6 varie-
ties of capital, i.e., industrial, human, financial,
social, natural, and intellectual. It also identifies
the following components: review of the company
(organization) and its environment, management,
strategy and resource allocation, business model,
current activities, and development prospects.

Legal entities considering the recommendations as
mentioned earlier in the formation of an integrated
report must disclose financial and non-financial in-
formation so that users can comprehensively assess
their activities in terms of the following aspects:

« strategic vision development (basic analytical
performance indicators considering the im-
pact of the system of legal, commercial, social,
environmental, political, and economic fac-
tors on the ability of the entity to realize the
strategic objectives);

« governance structure (methods and processes
of management, corporate culture, manage-
ment responsibility, etc.);

o thebasic risks that affect the company’s ability
to generate cash flows from the use of different
types of capital and mechanisms to minimize
them;
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short-, medium-, and long-term goals, plans,
and activities aimed at achieving the overall
strategic mission, given the effect of sever-
al environmental factors, opportunities and
risks, social and environmental components,
etc.;

business model of the entity (general informa-
tion about the assets and liabilities, activities,
products, services, performance);

targets by main types of capital;
development prospects and existing threats.

Thus, each legal entity must choose its own system
of structural elements and parameters depend-
ing on the particular activity, stage of develop-
ment, etc. However, the integrated report should
meet certain criteria concerning quantity, quality,
value, and utility. According to the International
Integrated Reporting Standard, the preparation
and forming of the integrated report information
provision consider the following principles: strate-
gic focus and orientation for the future; material-
ity and conciseness; completeness and reliability;
constancy and comparability; response and in-
volvement of stakeholders.

Quite interesting seems the list of principles ac-
cording to the GRI 4.0 requirements: principles
of content (interaction with stakeholders, stra-
tegic development context, materiality and com-
pleteness) and Quality Assurance Report (bal-
ance, comparability, accuracy, timeliness, quality,
reliability).

Some of these principles are more appropriate to
refer to the qualitative characteristics of informa-
tion (brevity and materiality, completeness and
reliability, consistency and comparability). At the
same time, approval only of those principles and
requirements will not fully ensure the formation
of a high-quality information base. Therefore, it
is considered appropriate to apply a system of ad-
ditional (strengthening) properties (criteria) in-
formation. A full-fledged integrated reporting is
impossible without including in its composition
qualitatively prevailing financial statements. So,
it should include qualitative characteristics of fi-
nancial information: understandability, relevance,
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reliability, comparability, timeliness, possibility of
verification.

Distinguishing some additional quality criteria of
information provided in the integrated reporting
one should consider the fact that they can relate
to the content and quality of the report, generate
economic and legal aspects, and ensure its quanti-
tative, qualitative, and value orientation. Based on
the research, the concept of integrated reporting is
generalized (Figure 2).

It is not only a set of separate elements, but also
coordinated and coherent presentation of infor-
mation on the entity’s strategy from disclosing it
to ensure all the necessary resources in terms of
production, human, financial, social, natural, and
intellectual capital.

In the context of each item, the essential informa-
tion should be highlighted in the context of its sus-
tainable development.

The descriptive nature has such elements of the in-
tegrated reporting as the description of the sub-
ject of strategy, a comprehensive strategic plan, an
overview of the economic situation, brand, busi-
ness model, a description of the regional network
diagrams Corporate Governance Code of Conduct,
subject contribution to society, a description of
the risks and its key factors, a description of the
priorities in the field of energy, the description of
the general principles of environmental and social
policies, etc. In terms of financial and non-finan-
cial indicators, it is important to determine their
composition and correlation. If the financial situ-
ation is quite clear, the formation of a non-finan-
cial system for most entities is problematic due to
the lack of experience, inadequate regulatory and
methodological support.

Based on the nature of forms of capital speci-
fied in the International Standard for Integrated
Reporting and GRI 4.0, subjects, for example, can
use the following indicators:

financial capital - indicators that reflect avail-
able financial resources, as well as those com-
ing from debt, equity financing, grants or cre-
ated as a result of the investment and opera-
tional activities;

http://dx.doi.org/10.21511/ppm.18(2).2020.14
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Source: Developed by the authors.
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Figure 2. The concept of creating an integrated reporting model in Ukraine

o industrial capital - indicators of status and
dynamics of fixed assets, equipment, build-
ings and infrastructure (roads, ports, bridges,
waste treatment plants and water treatment
plants), etc.;
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human capital - by age, turnover, gender
balance, the number of employees who have
training hours, training and other indicators
that reflect the competence of employees, their
skills, experience, motivation;
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intellectual capital - the number of pat-
ents, copyrights, software, licenses, and in-
dicators that reflect the “organizational cap-
ital” (knowledge, systems, procedures, and
protocols);

natural (environmental) capital — consump-
tion of natural resources (air, water, land, min-
erals, and forests), the cost of environmental
safety, environmental costs and liabilities, in-
formation on emissions and other pollution
etc;

social capital - the amount of charitable do-
nations, the number of social programs, cor-
porate social responsibility, social, and other
licenses.

Most of the indicators are displayed by the entities
in various forms of financial and statistical report-
ing. From 2018, together with the financial state-
ments of the enterprise (medium and large), pre-
pare and submit a management report. The report
contains financial and non-financial information
that characterizes the status and prospects of the
enterprise’s development and reveals the major
risks and uncertainties of its operations. There is
no officially approved report form.

As mentioned earlier, not all types of capital can
be described by the existing accounting catego-
ry; therefore, they are not reflected in the finan-
cial and statistical reports and captured only as
off-balance sheet growth factors of value. Thus,
the existing forms of reporting information on
environmental, social, intellectual performance
indicators; implementation of environmental and
social obligations to the community contain only
indicators in other reports or not disclosed at all,
which complicates the process of assembling the
integrated report.

For Ukrainian enterprises, the main factors of val-
ue are financial indicators (financial and econom-
ic and property status of the enterprise, the level
of technical equipment, market share, etc.). Their
impact can be quantified. However, it is necessary
to consider the need to use non-financial (quali-
tative) factors (use of intellectual and social capi-
tal), which are poorly formalized. The level of their
influence on the formation of enterprise value is
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estimated by using expert methods (analysts’ as-
sessments, ratings, etc.).

An integrated approach to business value mode-
ling provides an assessment of all entities.

3. DISCUSSION

Considering the necessity of integrated reporting
implementation into the enterprise value-based
management system the following modifications
to the existing accounting policy in Ukraine
were offered: 1) accounts within the 8th-grade
sub highlights for accumulating costs on envi-
ronmental protection, material, labor and social
insurance; depreciation, environmental fees and
charges, other environmental costs — to account
for the performance of environmental capital;
transactions that provide both internal and exter-
nal socially responsible activities in terms of cost
- accounting for indicators of social capital, etc.;
2) accounts within the 44th to select subclass for
accumulation operations, providing both internal
and external socially responsible activities of prof-
it used.

Quite problematic regarding the formation of in-
formation security, in the authors’ opinion, is in-
tellectual capital, which almost did not appear in
the current accounting system, since in most cases
only evaluated by determining the value of intan-
gible assets. Given the complexity of creating an
integrated reporting in the early stages of an enti-
ty’s accounting policy, it is advisable to fix a list of
additional non-financial indicators to be disclosed
in the notes to the financial statements, which will
allow stakeholders to obtain necessary informa-
tion concerning the types of capital.

Assessment and control form the final stage,
which ensures steady progress between the goals
and the objectives. It should systematize the infor-
mation received in the context of certain aspects
to influence the accuracy and usefulness of deci-
sions, identify and eliminate inconsistencies and
contradictions. Constantly monitoring the previ-
ous stages will provide an opportunity to obtain
data that can be the generalized basis for evaluat-
ing the effectiveness of reporting. In assessing the
overall impact, statements define and analyze its
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compliance with standards and regulations, bal-
ance and validity of indicators, and verification of
information.

Compiled statements are subject to approval by
the authorized persons and should be published
in the media. An entity should use monitoring
tools to minimize the risks of material misstate-
ment. For this purpose, it is necessary to develop
managerial and supervisory plans for integrated
reporting, monitoring the quality of informa-
tion and completing the report. Implementation
and support of an effective system of internal

Problems and Perspectives in Management, Volume 18, Issue 2, 2020

controls at all stages of preparation will improve
the reliability of the report should cause quali-
ty of decisions. Weaknesses in the controls can
lead to the use of inaccurate or false informa-
tion. Particular attention should be paid to the
control of the information previously disclosed
in the public accounts. The instrument of this
control can be an internal audit, which can re-
duce the cost of external verification. Generally,
systematic and quality control helps to identify
existing problems, timely adjust strategic objec-
tives, and increase the information value of the
report to stakeholders.

CONCLUSION

The further development of the integrated reporting implementation in the context of enterprise
value-based management should increase the financial performance, reduce risks in management
decisions, raise the trust level to the information quality, identify internal reserves, and ensure
competitiveness in the context of sustainable development. Moreover, all business entities and in-
stitutions of state regulation should understand that integrated reporting should not only become
an instrument of transparency of activity and control of environmental and social activities but
one in front, a means of inducing changes in the main objective and purpose of entrepreneurship
- to achieve the maximization of economic profit — at the same time, a progressive increase in en-
vironmental and social capital. Thus, the preparation of integrated national reporting entities will
comprehensively reveal different aspects of the business and provide greater use of domestic capac-
ity. Preparation of reports for the proposed method will help unify the process of drafting an im-
pact on reducing information risk, shift the focus of indicators to measure results from short-term
to long-term, reveal a larger amount of information needed for decision-making. The effectiveness
of this process has affected the settlement of legal and regulatory support and creating the neces-
sary infrastructure to support integrated reporting in Ukraine. The possibility for further research
is driven by the need to deepen the theoretical and methodological principles of audit reliability
compiling of integrated reporting for domestic entities.
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