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Abstract
Purpose – The paper aims to propose an integrated reporting (IR) framework rooted in Freeman’s
stakeholder theory (ST). The proposed framework modifies the international integrated reporting
framework (IIRF) and aims to overcome criticisms related to its focus on investors and the abandonment
of sustainability.
Design/methodology/approach – The paper develops a modified IIRF based on an in-depth analysis of
the IR and ST literature. The framework was then applied to a non-profit health-care organisation to verify its
theoretical assumptions.
Findings – The modified IIRF was conceived as a ready-to-use tool. By applying it to a business case, it was
validated with respect to whether and how it could help achieve better and more stakeholder-oriented
reporting. The findings enabled us to validate the use of the tool not only for reporting but also for the self-
assessment of organisations with respect to embedding ST.
Research limitations/implications – The modified IIRF was implemented only in one case, and
further implementations are needed to comprehensively identify its strengths and weaknesses, both in for-
profit and non-profit organisations.
Practical implications – The revised IIRF represents an updated tool for reporting and disclosing the
value created by an organisation for itself and for its stakeholders including the external entities affected by
the impacts engendered by the organisation. In this way, the IIRF can give visibility to all value created and
the value creation process, including sustainability matters. This allows integrated thinking processes to be
incorporated accordingly, supporting better management.
Originality/value – This paper suggests three adjustments to improve the IIRF’s ability to
incorporate ST as a theoretical foundation. The adjusted IIRF is a ready to-use-tool specifically
highlighting what value or values an organisation delivers (its outcomes), for whom (its stakeholders)
and how (its specific business processes) within a business model effectively connecting them. From this
point of view, it fits the rising stream about the evolution of the sustainability reporting fostered jointly
by the international integrated reporting council and sustainability accounting standard board, and by
the European Union.
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1. Introduction
Since it was published in 2013, the international integrated reporting framework (IIRF) has
gained consensus worldwide as a tool for the non-financial disclosure of corporations, public
bodies and non-profit organisations (Samy, 2015; De Villiers et al., 2017; Guthrie et al., 2017;
Adams and Simnett, 2011). The aim of the IIRF is to report on an organisation’s ability to
create value. It is based on the concept of integrated thinking (Adams, 2015), which is the
active consideration by an organisation of the relationships between its various operating
and functional units and the capitals that the organisation uses or affects (Coulson et al.,
2015).

However, the IIRF is not without its critics (Flower, 2015; Biondi et al., 2020), with some
claiming that it is primarily for the benefit of providers of financial capital rather than
organisational stakeholders (IIRC, 2013, p. 2). Even though stakeholder relationships are a
basic principle of integrated reporting (IR) (Rensburg and Botha, 2014; García-S�anchez and
Noguera-G�amez, 2017), the IIRF mainly focusses on the value that an organisation creates
for itself, whilst the value it creates for others plays a subordinate role (IIRC, p. 10). Sukhari
and De Villiers (2019) found that stakeholder relationships are one of the more neglected
aspects of IR, despite it being one of the pillars of the IIRF.

The aim of this paper is to overcome the limitations of traditional IR and its focus on
investors by suggesting a modified IR framework rooted in creating value for stakeholders
and using Freeman’s stakeholder theory (ST) as the theoretical lens.

Since the mid-1980s, value creation for stakeholders has increasingly emerged as a key
aspect of strategic management (Harrison et al., 2020). ST posits that to be successful,
organisations must serve the interests and expectations of all their stakeholders rather than
focussing on a particular group (Freeman, 1984; Friedman and Miles, 2006; Phillips and
Freeman, 2010). ST is contrary to the notion that the ultimate aim of the corporation is to
maximise shareholder returns (Jensen, 2001; Barney, 2018).

ST is an ante litteram version of the concept of integrated thinking upon which the IIRF
is based because it affirms that all stakeholder interests should be managed as a whole
(Harrison et al., 2020). However, the IIRF is not based on ST and focuses on the value an
organisation creates for itself rather than on the explicit causal links between business
practices, key stakeholders, value creation and increases or decreases in six capitals.

However, the IIRF focusses on the value an organisation creates for itself and
stakeholders are not the primary recipients of value creation. As a consequence, this setting
blurs the explicit casual links between business practices, key stakeholders, value creation
and increases or decreases in the six capitals, limiting the integrated thinking enabled by the
IIRF (De Villiers et al., 2014; Dumay et al., 2016). These relationships have not been
sufficiently highlighted (De Villiers et al., 2017; Zambon et al., 2019) and deserve to be
examined more comprehensively.

To incorporate ST into IR, a modified framework was developed based on an in-depth
analysis of the IR and ST literature and an empirical study to verify the theoretical
assumptions. The modified framework emerged from adjustments made to the IIRF to
improve the disclosure of an organisation’s ability to create value for all of its stakeholders
in an integrated way (Dameri and Ferrando, 2020). Themodified IIRF includes some original
details and provides operational implications that are worth highlighting. Firstly, the
traditional IIRF defines value creation as merely an increase in any of the six capitals, whilst
the modified IIRF includes the fulfilment of stakeholder expectations in value creation.
Secondly, the modified IIRF is more suitable for stakeholder- and purpose-oriented
organisations because it enables the reporting of stakeholder satisfaction and firm purpose,
which are increasingly required (Millstein et al., 2019). Finally, the modified IIRF is a ready-
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to-use tool, supporting IR preparers to write stakeholder-oriented reports, filling the gap in
the research on the relationships between ST and IR and the implementation of these
relationships (Vitolla et al., 2019a, 2019b).

The modified IIRF was validated by empirically investigating its use in a non-profit
health-care organisation. The findings enabled to the refinement of the modified IIRF, which
was found to be more effective in disclosing and reporting value creation for stakeholders.
Moreover, the research outcomes can be extended to for-profit corporations.

The remainder of the paper is structured as follows. Section 2 describes the methodology for
the structured literature review and case study. Section 3 presents the literature and defines the
theoretical lens supporting the research. Section 4 introduces adjustments to the IIRF, Section 5
explains its implementation in a case study and Section 6 discusses the findings. Section 7
outlines the research limitations andmakes recommendations for future research.

2. Methodology
2.1 Literature review on stakeholder theory and integrated reporting
A systematic literature review (Fink, 2005) was conducted to identify the basic features of
ST, its evolution over the past 30 years and whether and how it intersects with IR. We
adopted a systematic, explicit, comprehensive and reproducible method, including both
bibliographic and thematic analyses, to support the robustness of our results (Rowley and
Slack, 2004).

Vitolla et al. (2019a) conducted a systematic review of the literature on ST and IR to
classify the research according to normative and descriptive perspectives and identify an
agenda that will be able to guide future studies. We refer to this paper, but we have used a
different literature review protocol: Vitolla et al. root their protocol in their previous
knowledge on integrated reporting to define the space of research and identify the research
keywords before the survey (Vitolla et al., p. 519). We have adopted the conventional content
analysis as suggested by Hsieh and Shannon (2005), therefore, we did not define the
keywords before the survey: we simply defined the space of research as ST; then, we derived
codes from the reading of the papers, counting and comparing the text’s content.

The following steps were followed for the systematic literature review:
(1) Identify the scope and aims of the literature review.
(2) Choose the parameters for paper selection, including keywords, sources and period

of publication.
(3) Analyse the selected papers to extract knowledge.
(4) Classify the findings and report the results.

1. Firstly, the aims of the literature review were identified. These aims were to investigate
the meaning and evolution of ST over the past 30 years and understand whether and how
ST intersects with the IIRF to enhance its ability to report on and disclose the value an
organisation creates for its stakeholders.
2. These aims determined the choice of parameters for paper selection. The Scopus database
was used to search for papers because it includes highly ranked journals in business,
management and accounting. Accordingly, two different searches were carried out: ST
meanings and evolution and the link between ST and IR. To search for articles on ST, the
search term “stakeholder theory” was entered into the “title” field, returning 325 papers.
Only papers from the business, management and accounting disciplines were selected to
ensure they aligned with the aims of our review. Moreover, only journal articles and book
chapters were included to examine the most valuable works. This reduced the sample size to
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192 papers. The second search on the link between ST and IR was conducted by entering the
phrase “integrated reporting AND stakeholder theory” into the “title” field, which returned
only one paper. The search was then repeated with the same search terms entered into the
“title”, “abstract” and “keywords” fields. This yielded 24 papers from 2013 onwards, with 20
of these papers published in the past 2 years.
3. To analyse the selected papers, we adopted conventional content analysis (Hsieh and
Shannon, 2005) aimed at identifying recurring themes with respect to ST. Our approach was
rooted in inductive coding (Chandra and Shang, 2019), a data analysis process whereby the
researcher repeatedly reads, compares and interprets raw textual data to develop concepts
or themes. We used inductive coding without a predefined code frame because this was less
prone to bias andmore flexible. The aimwas to identify codes linked to the research aims:

Text analysis was applied to the title, keywords and abstracts of the 192 papers on ST and to the
title, keywords, abstract and text of the 24 papers on ST and IR. The process began with first-
order coding of key sentences explaining the aim of each paper. Then, the assigned labels were
shared and reviewed by members of the research team, who combined the codes into themes. To
summarise the findings, all 192 papers on ST were assigned to a category depending on the
coding for the main topic of each paper. These findings are summarised in Table 1.

Table 1 highlights the research fields in which ST has been linked to key topics in business
management. The first group of papers (n = 53) pertained to managerial practices,
correlating with Freeman’s (1984) original formulation of ST and including strategic
management (n = 28), corporate governance (n = 11) and performance (n = 14). The second
group of papers (n= 22) pertained to the relationship between ST and the nature and aims of
the firm (n = 18) and non-profit organisations (n = 4). The third group of papers (n = 68)
investigated ST through an ethical lens, with papers pertaining to ethical issues (n = 30),
corporate social responsibility (n= 21) and, from 2003, the environmental impact of business
activities (n = 17). The fourth group of papers (n = 39) pertained to the evolution of ST with
respect to relations and communications with stakeholders, including their classification
and involvement (n = 27) and disclosure activities (n = 12). This last group of papers was
concentrated from 2005 onwards. A small group of papers (n = 10) pertained to public
policies, a topic more likely to be addressed in journals outside of the business, management
and accounting discipline.

The results of this systematic literature review were used to build the theoretical
framework (Section 3).

Table 1.
Result of the
literature review on
ST

No. Theme
Year

Pre 2000 2000–2010 2010–2020 Total

1 Corporate social responsibility 3 5 13 21
2 Disclosure 1 5 6 12
3 Performance 2 2 10 14
4 Ethics 5 14 11 30
5 Non-profit 1 3 – 4
6 Stakeholders 1 11 15 27
7 Corporate governance 1 5 5 11
8 Nature and aims of the firm 3 9 6 18
9 Environmental sustainability – 7 10 17

10 Strategic management – 10 18 28
11 Public policies – – 10 10
Total 17 71 104 192
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With respect to the analysis of the literature on ST and IR, the 24 papers were read in their
entirety. The common aspect linking them was their reference to ST as the theoretical lens
on which to base research (Vitolla et al., 2019a, 2019b). Some authors referred to the need for
more (or better) information on stakeholder pressures (Farneti et al., 2019), whilst others
used ST to justify the commitment of companies and IR preparers to improve disclosure
(Dameri and Ferrando, 2020). Finally, several studies used ST to justify the ethical
behaviours of companies in improving the disclosure of non-financial information regarding
sustainability, environmental preservation or the common good (Frias-Aceituno et al., 2013).
None of the 24 papers used ST tomodify the IIRF or the disclosure content of IR.

Given that these topics were intertwined and often occurred concurrently in papers, it is
only possible to report the topics linking IR to ST rather than build a taxonomy (similar to
that in Table 1).

2.2 Action research to validate the theoretical findings
A case study (Yin, 1994) was undertaken to test the theoretical framework that
emerged from the literature review and validate the theoretical constructs (Eisenhardt,
1989). The case study involved an in-depth investigation of an organisation that
wished to use IR to disclose the value created for its stakeholders. The case study
enabled the collection, analysis and interpretation of primary data on the topic (Yin,
1994).

Given that the authors participated in the preparation and drafting of the first edition of
the integrated report, the case study was based on action research (Kemmis et al., 2013),
which involved concurrently conducting research and taking action, then reflecting on the
consequences of actions to understand, develop and improve managerial practices (Burns,
2007). Indeed, being personally involved in the preparation of the integrated report, the
authors of this paper had the opportunity to operationalise their theoretical framework. In
this case, action research was confirmatory (Janssens et al., 1995) because it made it possible
to test and validate the theoretical hypotheses emerging from the results of the systematic
literature review.

The case study was the Gigi Ghirotti Association (GGA), a medium-sized, non-profit
health-care organisation established in 1984 in Genoa, Italy. GGA provides palliative care
and assistance to patients with terminal cancer, acquired immune deficiency syndrome and
amyotrophic lateral sclerosis (motor neuron disease), as well as their families. GGA owns
two premises in the city and provides both in-home and hospice-based services. It is a well-
known and highly regarded organisation that plays a pivotal role in the local area,
satisfying health needs and expectations that would otherwise remain unfulfiled. With
respect to its relations with its stakeholders and the local community, GGA faces challenges
in making its outcomes known and promoting its image. For this reason, the association has
been issuing a social report since 2009. At the end of 2017, unsatisfied with the quality and
effectiveness of its disclosure to stakeholders, GGA requested support from the Department
of Economics and Business Studies at Genoa University in updating and improving its long-
standing social report. Thus, cooperation was born, providing the opportunity to test the
adjusted IIRF.

To conduct the empirical research, a project team was formed, including four academic
researchers (the authors of this paper and two postgraduate students) and three GGA
managers: the chief financial officer (CFO), the chief operating officer (COO) and a member
of the GGA supervisory board. The work was organised as a series of learning and action
meetings (Carr and Kemmis, 1986) to diagnose problems, plan actions, implement solutions
and reflect on outcomes.
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Data were collected from July 2018 to April 2019 from the following:
� Meeting minutes: Over the course of six meetings, GGA representatives discussed

solutions and obtained feedback about the gradual implementation of the adjusted
IIRF. Following each GGA meeting, the researchers attended academic meetings,
seeking to learn from the actions taken and improve the solutions at each cycle.

� Semi-structured interviews: These involved the CFO, COO and member of the
supervisory board of GGA. The questions pertained to the association’s aims and
mission, internal processes, disclosure documents, perceived importance of different
stakeholders and awareness about critical resources.

� Proprietary reports and documents.

Interviews were transcribed and coded in conjunction with the proprietary documents,
particularly those on financial and social reporting.

The project was completed at the beginning of 2019 and GGA’s Integrated Report 2018
(www.gigighirotti.it/wp-content/uploads/2019/05/integrated-report.pdf) was released in the
spring of 2019. GGA is committed to issuing a regular integrated report in the long term.

3. Background and theoretical framework
3.1 Evolution of stakeholder theory: embedding stakeholder theory into the purpose view of
the firm
Although it has been rooted in numerous previous works (Dodd, 1932; Stewart et al., 1963;
Pitelis and Wahl, 1998), ST was officially born in 1984, when R. E. Freeman published his
book Strategic Management: A Stakeholder Approach. As the title of this book makes clear,
ST was conceived as a managerial practice to improve the success of corporations by
pursuing value creation for all stakeholders rather than only shareholders using an
integrated approach (Smith, 2003; Phillips et al., 2003).

ST was originally defined by Freeman (1984) as a managerial practice to help companies
operate in complex environments in which rapid changes and environmental problems were
acquiring increasing importance. Management can no longer be based on simple input-
output mechanisms but must be based on a “hub and spoke” model in which firms affect
and are affected by multiple factors (Freeman, 1984; Donaldson and Preston, 1995). A
corporation’s success depends on the quality of these relationships.

Freeman proposed an innovative vision of the firm in which strategies are aimed at
balancing the needs of all stakeholders. This requires a redefinition of the nature and role of
the firm that opposes the notion of shareholder primacy (Jensen, 2001) and the firm as an
instrument to accomplish shareholders’ goals (Asher et al., 2005; Balmer et al., 2007).
Consequently, the so-called normative ST (Donaldson and Preston, 1995) was used to
interpret the function of the firm, including the identification of moral or philosophical
guidelines for its operation and management (Cragg, 2002). In this light, ST has an ethical
dimension (Purnell and Freeman, 2012) because relationships with stakeholders reflect not
only economics but also ethical and moral principles (Jones and Wicks, 1999). In other
words, stakeholders should be considered the aim of the organisation rather than
instruments to increase profitability.

This topic is logically connected with the concept and definition of an organisation’s
stakeholders. Freeman (1984, p. 46) broadly defined stakeholders (including shareholders) as “any
group or individual who can affect or is affected by the achievement of corporation’s purpose”.
Over time the term “stakeholders” has assumed a broader meaning to include individuals who
affect or are affected by organisations but have no direct economic relationship to them (Steurer,
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2006). This includes local community members and inhabitants of the city or region in which the
organisation is located, gradually extending out to all of humanity, the natural environment and
the planet (Byrd, 2007; Zhao et al., 2011). ST did not originally include these aspects because it did
not consider the external impacts of organisational activities. Thus, over the course of its
evolution, ST has become intertwined with corporate social responsibility and sustainability
(Balmer et al., 2007; Hörisch et al., 2014).

More recently, firms are facing the evolution of socio-economic systems and problems
such as climate change, economic inequality and global ecosystem risks (such as the
COVID-19 pandemic). These issues require new answers, exceeding the boundaries of ST. In
this regard, the consideration of stakeholders as the sole aim of organisations risks leaving
themwithout strategic direction and bound to a mere survival perspective. The shared value
approach of Porter and Kramer (2011) may provide an answer to this question, even if it
appears to focus more on merging economic and social issues into business strategies than
on firms as holistic systems.

Therefore, rather than evolving further, ST needs to be reconceived in light of the new
challenges faced by organisations. In other words, ST should complement the purpose view
of the firm claiming, according to Mayer (Millstein et al., 2019, p. 15), that “the purpose of
business is not to produce profits. The purpose of business is to produce profitable solutions
to the problems of people and the planet”. A firm is an autonomous institution identified by
its purpose and its executives, stakeholders (including shareholders), management and
corporate governance systemsmust be aligned to that purpose rather than to profit.

The fundamental tenet of ST is the value created for stakeholders, who are grouped into
different categories. Initially, stakeholders were divided into primary stakeholders, the ones
influencing the company (Clarkson, 1995), claimants (Kaler, 2002), legitimate (Freeman et al.,
2012), towards whom the organisation has obligations or duties (Donaldson and Preston,
1995) and secondary stakeholders, those who affect or are affected by the organisation but
do not have the power to influence management decisions (Dunham et al., 2006). However,
over its evolution, ST has expanded the concept of stakeholders to include all of humanity
and the planet (Freeman, 2017). However, it is difficult to calculate the value created for
stakeholders and define to whom this value should be disclosed. Managerial ST addressed
relations with and disclosure to primary stakeholders, given their power to influence the
organisation. With respect to normative ST and the purpose of the organisation, all
stakeholders are potentially interested in understanding the mission of the organisation and
in verifying whether and how this mission is being accomplished, whilst organisations are
interested in stakeholder legitimacy.

However, until now, the measurement, reporting and disclosure of created value for
stakeholders have been underexplored and they deserve to be better investigated because they
are necessary to concretely fulfil ST. Indeed, only by measuring, reporting and disclosing
created value is it possible to verify the effective pursuit of an organisation’s mission.

3.2 When stakeholder theory intersects the international integrated reporting framework:
past and future development
The IIRF is a well-known tool for the non-financial disclosure of organisations. It aims to
enable organisations to report and disclose their ability to create value in the medium and
long term (Cheng et al., 2014; Dumay et al., 2016; De Villiers et al., 2020).

The IIRF is based on integrated thinking, a multi-capital management approach that
enables organisations to disclose their purpose to the benefit of their key stakeholders’ overtime
(Guthrie et al., 2017; Feng et al., 2017; Al-Htaybat and von Alberti-Alhtaybat, 2018). The IIRF
has adopted a multi-capital perspective assuming that the ability of an organisation to create
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value in the long term depends on its stock of six different capitals (financial, manufactured,
intellectual, human, social/relational and natural) and is measured by the increase or decrease
in these capitals through its businessmodel and processes (Camilleri, 2018).

The IIRF is rooted in theories such as the resource-based view (Barnabè et al., 2019) or
intellectual capital (Melloni, 2015; Garanina and Dumay, 2017); it is built on the idea that an
organisation’s success depends not only on its financial capital but also on a broader range
of various financial and non-financial, tangible and intangible capitals (Coulson et al., 2015).
IR is primarily aimed at the providers of financial capital (Flower, 2015), even if it can benefit
all stakeholders interested in an organisation’s ability to create value. The concept of created
value refers to the value an organisation creates for itself, as well as (in a subordinate way)
for external “others” (Barnabé, 2016; Barnabè et al., 2019). From this perspective, the IIRF
seems aligned with ST (Rowbottom and Locke, 2016).

In the IIRF, stakeholders are defined as “others”; they include both main stakeholders
and society at large. Key stakeholders are the legitimate individuals or groups that have
needs or expectations to be satisfied by the organisation and are used to delimit the
boundaries of IR (Mio and Fasan, 2013), with consideration of the risks, opportunities and
outcomes attributable to or associated with well-defined stakeholders (IIRF, p. 19).
Stakeholders are considered only if they have a significant impact on the ability of the
organisation to create value. This notion of stakeholders recalls the traditional concept
suggested by ST, meaning only primary stakeholders, whilst secondary stakeholders,
including humanity and the environment, are excluded because they lack materiality (Fasan
and Mio, 2017). Following this idea, IR only discloses the relationships an organisation
creates and maintains with its key stakeholders and how and to what extent the
organisation takes into consideration their legitimate expectations and needs (Vitolla et al.,
2019a, 2019b).

From these perspectives, the IIRF appears outdated with respect to the evolution of
ST and the purpose view of the organisation. Its weaknesses can be summarised as
follows:

� The IIRF limits value creation to the value the organisation creates for itself and
measures it by changes in six different capitals. This concept overcomes the idea of
value creation as the change in financial capital but neglects the value that
organisations create for stakeholders (Flower, 2015; Vitolla et al., 2019a, 2019b).

� Integrated reporting is only addressed to providers of financial capital, even if
all stakeholders can benefit from it (Sukhari and De Villiers, 2019). IR
beneficiaries should comprise all stakeholders, including primary stakeholders
being informed about the value created for them and secondary stakeholders
(including humanity and the environment) being informed about how the
organisation contributes to solving global problems in following its purpose and
implementing its mission.

� Finally, stakeholders are considered in an opportunistic manner (Farneti et al., 2019)
and IR only discloses the relationships the organisation creates and maintains with
them (Brown and Dillard, 2014; Mio and Fasan, 2013). However, stakeholders should
be considered as actors participating in the pursuit of the organisation’s mission
and aims and be included in the organisation’s business model and IR should
disclose the value created by and for them.

Therefore, the IIRF could undergo some adjustments to enable the better disclosure of the
role of all stakeholders in value creation.
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4. Revisited integrated reporting framework
The previous sections highlighted the main features of ST and the limitations of IIRF in
disclosing the value created for stakeholders. To improve these limitations, adjustments to the
IIRF are suggested, derived from a deductive process in which ST was matched with the
weaknesses of the IIRF.

4.1 First adjustment: the need to identify organisational stakeholders
According to ST and the purpose view of firms, all organisations exist to meet the needs and
expectations of stakeholders by creating value (Freeman and Ginena, 2015; Mayer, 2018). This
reveals the first critical limitation of the IIRF, which assumes that value creation consists only
in increases in the organisation’s capitals and overlooks stakeholder satisfaction. Moreover, it
does not include stakeholders in the business model, instead of relegating them to social and
relational capital.

To overcome this limitation, an organisation’s stakeholders must be recognised in the
business model. Stakeholder recognition should follow a clear statement of the organisation’s
value proposition, including the firm’s purpose and mission in terms of the needs and
expectations to be met (Lanning and Michaels, 1988; Kaplan and Norton, 2004). According to
Osterwalder et al. (2014), a value proposition enables the identification of those to whom a
firm’s offerings are directed – its customers and users. These are the main stakeholders
because their needs and expectations are at the core of the organisation’s mission. In this sense,
they can be considered primary stakeholders, in contrast to the definitions prevailing in the ST
literature. Furthermore, a value proposition enables an organisation to identify other
stakeholders (including shareholders) important for business success whose expectations must
be fulfiled to maintain their cooperation over time. These stakeholders may be considered
secondary stakeholders, also in contrast to definitions in the ST literature. These stakeholders
must be identified, engaged andmanaged to implement the value proposition.

It is worth noting that this distinction between primary and secondary stakeholders only
underlines the different roles they play in the business model, but both of them are
considered essential to the survival of the firm. In this way, humanity and the environment
are excluded from the business model but not from IR. Humanity can be included in the
social and relational capital in terms of the impacts engendered by an organisation when
following its purpose and mission and the environment can similarly be included in Natural
capital. The social and relational capital is still one of the six capitals including assets such
as corporate image, reputation and affordability; it concurs with value creation as it fosters
relationships and attraction of qualified resources, whilst stakeholders are specifically
identified in the business model; the satisfying answer to their expectations contributes to
increasing the social and relational capital.

Thus, the first suggested adjustment is:

A1. To highlight the organisation’s stakeholders as components of the business model
instead of leaving them hidden into social and relational capital and to classify them
into primary and secondary stakeholders.

4.2 Second adjustment: the need to focus on the real meaning and recipients of value
creation
The IIRF considers created value only in terms of increased capital, but value creation
should consider an organisation’s impact on sustainability and its ability to fulfil
stakeholders’ needs and expectations (Freeman and Ginena, 2015). To overcome this second
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limitation, it is useful to refer to the impact value chain model (IVCM) developed by scholars
and institutions focussing on social enterprise value creation. This model focusses on how
organisations affect people, communities and the natural environment through their
production of both outputs, outcomes and social impact. In the IVCM, outputs are the
measurable units of production yielded by the organisation, whilst outcomes are the benefits
for stakeholder well-being (GECES Social, 2014; Hehemberger et al., 2015). Therefore, The
IVCM also considers the benefits delivered to the stakeholders as value created by the
organisation.

Reporting changes in both capital and stakeholder satisfaction is important because
there must be a long-term equilibrium kept between and within them. The various
capitals must be balanced and strengthened to implement the value proposition and
ensure value creation for stakeholders (Rusconi, 2019). However, the measurement of
these components in the reporting and disclosure of value creation is challenging.
Capitals can be tangible or intangible and maybe measured objectively or subjectively.
Similarly, stakeholder satisfaction is a complex and qualitative value that depends on
tangible and intangible factors such as financial remuneration, just and fair treatment,
the benefits of being affiliated with the organisation and possible alternative treatment
by other firms (Harrison and Wicks, 2013). Therefore, an appropriate and firm-specific
mix of key performance indicators (KPIs) needs to be developed and possibly integrated
by some narrative able to improve the information quality: KPIs validate the narrative
by objective references and narrative provides KPIs with a framework useful to better
appreciate them.

Thus, a second adjustment to IIRF is suggested to highlight two different but
interconnected components of created value:

A2. Report and disclose both the changes in capitals and the outcomes produced in
fulfiling stakeholder needs and expectations.

4.3 Third adjustment: Capacity and means to create value for stakeholders
ST suggests an innovative vision of firms in which the expectations of all categories of
stakeholders are considered. In contrast, the IIRF is directed at providers of financial capital
and neglects the capacity of organisations to satisfy stakeholder needs. For this reason, the
IIRF does not analyse the activities conducted by the organisation to implement its value
proposition nor does it classify these activities as drivers of value creation. In other words, it
fails to reveal how capitals affect outputs and outcomes, making the organisation’s
processes a “black box”. This is another limitation of the IIRF that requires specific
adjustments.

According to Osterwalder et al. (2014), business processes can be identified starting from
the value proposition. To classify business processes, we adopted a modified version of
Porter’s value chain (Donna, 1992), which includes the following three processes:

� Direct processes refer to the production and delivery of valuable goods and services.
� Indirect processes refer to the resources and services that support direct processes

(e.g. human resource management, quality management systems, logistics systems,
product and process innovation).

� Supporting processes refer to the acquisition and development of organisational
resources (e.g. manufacturing and logistic infrastructure, research and development
and recruitment).
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An analysis of business processes is important to explain how they are connected to
capitals, stakeholders and value creation, shedding light on the drivers of value and
highlighting relevant interdependencies amongst the components of the business model.
Value for stakeholders, in particular, arises from the business processes fed by the capitals
that are continuously used and (re)produced by firms. An organisation produces capital as
an effect of its own processes; for example, the production of financial resources from selling
goods and services, the development of skills and knowledge through personnel training,
increasing experience through operations, improving technology through research and
development and working with partners and improving the environment through the
adoption of green processes and products. Conversely, an organisation attracts capital and
stakeholders as a consequence of its ability to reward them; for example, it attracts financial
resources from shareholders, human resources through recruitment, knowledge from
partners and suppliers and technology through licensing (Farneti et al., 2019).

A value proposition that is consistent with an organisation’s mission and purpose and
safeguards social and natural capitals involves the use of resources and processes with
positive economic, social and environmental impacts, improving natural, social and
relational capitals and corporate image and reputation and making the organisation more
attractive to stakeholders.

Providing a clear understanding of how business processes may connect capitals and
stakeholders to create value and adjusted IIRF can foster awareness of the organisation’s
business model, enable organisational learning and integrated thinking and support better
governance and management decisions. To overcome the limitations in the IIRF, a third
adjustment is suggested:

A3. Disclose direct, indirect and supporting business processes to highlight how the
organisation creates value for each category of stakeholders.

5. Testing and validating the modified international integrated reporting
framework: the Gigi Ghirotti Association
In 2018, GGAmanagement contacted the Department of Economics and Business Studies at
the University of Genoa because it was unsatisfied with the ability of its social reporting to
effectively communicate its created and distributed value to stakeholders. According to the
GGA president:

Even if GGA has been issuing a social report from 2009, we think that this document is not
effective in disclosing the value the association creates for both the patients and the community.
However, we are not able to clearly explain the reasons for our dissatisfaction nor how to improve
the social report.

To support GGA in improving its disclosure, the research team conducted semi-structured
interviews to understand the weaknesses of the previous social report and design an improved
instrument appropriate for GGAneeds. From these interviews, the following needs arose:

� Although GGA primarily offers services to specific patients, it also plays a pivotal
role in serving indirect beneficiaries and the wider community. GGA needs to
identify and classify its broad range of stakeholders and communicate its role and
mission to all stakeholder categories.

� GGA currently issues two separate documents – a financial report and a social
report. It is unable to measure and report their joint performance nor link them with
its mission.
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� Although the GGA is aware of its processes, it does not understand how they create
and deliver value to all stakeholders, thus, is unable to communicate and report
them.

According to the CFO, “Wewould like to inform all the people getting in touch with us about
what we do, whywe do it and how and howwell we pursue our purpose”.

Some of the needs expressed by GGA managers could have easily been met by
implementing the IIRF, which would have enabled them to:

� adopt a multi capital vision of the organisation that considers both financial and
non-financial capitals, including relational, human and intellectual capitals, which
are essential for the specific activities of GGA;

� adopt integrated thinking, overcoming the limitations of issuing separate reports on
the financial and non-financial performance of the organisation.

However, given the weaknesses discussed above, the IIRF could not have addressed all of
the GGA’s reporting needs. For example, the IIRF:

� does not require an explicit statement of the organisation’s purpose and value
proposition; in fact, the “Organisational overview and external environment”
content element focusses mainly on the external context and environmental changes
rather than on the role the organisation intends to play; if drawn up, it should
include a clear statement of the business purpose or raison d’etre;

� does not include stakeholders as part of the business model but considers them
components of social and relational capital;

� lacks an explicit link between business processes and stakeholders, thus, fails to
disclose how the organisation creates value for them.

The disclosure needs of the GGA and the weaknesses of the IIRF provided an opportunity to
test and validate the modified IIRF. During the action research, the research team in
cooperation with the GGA delegates implemented the modified IIRF, collecting empirical
evidence about the validity of the suggested framework.

5.1 The need to identify and communicate with stakeholders
GGA must communicate with a broad range of stakeholders. This addresses the first IIRF
limitation, which considers stakeholders as “others” and in an opportunistic way. Moreover,
stakeholders are not included in the business model but hidden in social and relational
capital. To overcome this limitation, we conducted an empirical activity to answer the
following questions: What kind of value does the organisation create? For whom is this
value created? To answer these questions, the mission and purpose of the organisation were
first examined, showing that the main aims of the organisation were to:

� provide patients and their families with high-quality services;
� play a high-level role in the local context, fulfiling the needs and expectations of the

community.

The identification of these purposes enabled the clarification of two different groups of
stakeholders:

� primary stakeholders: those directly benefiting from GGA services (patients and
their families);
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� secondary stakeholders: those receiving indirect benefits from the organisation,
including volunteers and donors, who receive satisfaction from their philanthropic
activities; employees and professionals, who are rewarded by their work; and local
health services, which expect a high-quality health-care service.

The expectations of the primary stakeholders are at the core of the GGA’s mission.
Secondary stakeholders provide the organisation with resources and legitimacy that are
critical for its survival and their satisfaction is crucial to maintain their cooperation over
time:

Therefore, we implemented the first IIRF adjustment by extracting stakeholders from social and
relational capital, including them in the business model and classifying them as primary and
secondary stakeholders. In this way, stakeholders were clearly linked with the organisation’s
value proposition. The COO commented, “This classification permits GGA to clearly
communicate that patients are not the only recipients of our value proposition, as a broader set of
actors are involved in the value creation process, including the whole local community”.

5.2 Demonstrating delivered value
In its report, GGA must clearly demonstrate the value created and delivered to all
stakeholders. A limitation of the IIRF is that it only considers the value the organisation
creates for itself, measured by variations in the six capitals and neglects outcomes with
respect to stakeholder satisfaction. To overcome this limitation, the organisation’s business
processes were analysed on two levels: their effect on the six capitals and their contributions
to the needs of primary and secondary stakeholders.

The first level of analysis identified the most important GGA capitals, which affect the
ability of the organisation to create value in the long term. These capitals were:

� human capital, especially staff and volunteers, including their duties and
competencies;

� organisational capital, comprising operating procedures and quality management
systems;

� social and relational capital is reflected in the organisation’s image and reputation.

The second level of analysis pertained to organisational outcomes in terms of
stakeholder satisfaction. Primary stakeholder satisfaction was based on surveys of
service quality. Secondary stakeholder satisfaction was based on the following
indicators:

� the number and continuity of volunteers as a proxy of their satisfaction with
working at GGA;

� the level and continuity of grants as a proxy of GGA’s image and reputation;
� staff conflicts as a proxy of organisational climate;
� disputes with health service agencies as a proxy of institutional compliance.

According to the president of the GGA, “Our work is well done and our mission is
reached if all the stakeholders are satisfied and all of them legitimise our role in the
community”.

The second adjustment is realised reporting not only the increase in capitals, reflecting
the value the organisation creates for itself but also KPIs to measure the value it creates for
stakeholders.
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5.3 Connecting value creation, stakeholders and business processes
The GGA needed a better understanding of how its business processes create value for each
category of stakeholders by connecting its six capitals – especially the crucial ones – to its
outcomes. Another limitation of the IIRF is that it considers the business model a “black
box” and fails to analyse the organisation’s activities to transform the capital into outputs
and outcomes.

To overcome this limitation, a third adjustment was implemented in which the GGA
value chain was defined as comprising the following three sets of activities:

� direct processes: the assistance delivered to patients at home and in hospices;
� indirect processes: human resource and quality system management;
� supporting processes: development, innovation, communication and fundraising.

The report was then drafted to classify business processes as direct, indirect and supporting
processes and highlight the relevant capitals, processes, stakeholders and values, as well as the
strategic interdependencies between these elements. The CFO commented, “This integrated
reporting permits to us to foster awareness of our business model, making clear the value creation
process and the role the intangible capitals play in it”. According to the COO, “Thanks to the IR
and the clarification of our business processes, we have a sound basis to enable organisational
learning and integrated thinking, as well as proactive management practices”.

This implementation activity enabled us to validate the adjusted IIRF, emerging from both the quality of
the report and the satisfaction of the GGA managers. According to the CFO, “The IR can deliver a
comprehensive narrative about our purpose, to link the purpose with the people receiving benefits in a
different way and to measure intangible performance through ad-hoc KPIs”. Similarly, the GGA
president commented, “This document will be crucial to communicate with both patients and other
stakeholders, especially the ones by which we expect legitimation, consensus and [. . .] funding!”. The
COO further remarked:

[The] IR demonstrates to be useful not only as a disclosure instrument but also as a management
tool as we are now more aware of who are our stakeholders and which processes deliver value to
each of them; therefore, we can also be more effective in managing these processes for value
delivered.

Table 2 summarises the findings of the research, linking the ST assumptions, IIRF
weaknesses and the suggested adjustments. Column 4 describes the empirical implications
and possible generalisations arising from the implementation of the adjusted IIRF in the
GGA. The following section discusses these findings further.

Figure 1 shows how the adjustments modify the original IIRF. Stakeholders are no
longer hidden in the social and relational capital but are part of the business model; the value
creation is reported not only as increasing (or decreasing) of the six capitals but also as
stakeholders’ satisfaction; and finally, the satisfaction of the stakeholders’ expectations is
casually linked with the direct, indirect and supporting business processes. This suggested
new setting improves the integrated reporting further, feeding the integrated thinking.

6. Findings and discussion
In suggesting that the role of a firm is not only to create value for shareholders but also to
satisfy the expectations of a broad range of stakeholders, ST requires organisations to find a
different way of measuring, disclosing and communicating created value. The IIRF appears
to offer this because it considers value creation to be more than simply an increase in
financial capital. However, a deeper comparison of ST and the IIRF and an analysis of the
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Table 2.
Theoretical and

empirical
implications of the

research

ST assumption IIRF weakness IIRF adjustments Empirical implications

Stakeholders are
classified as
primary and
secondary and
broadly defined as
groups or
individuals that
affect and are
affected by
corporations

Stakeholders are
considered “others” and in
an opportunistic way

Identify the organisation’s
stakeholders
Separate stakeholders from
social and relational capital
Classify stakeholders into key
and other stakeholders

Identifying, separating
and classifying
stakeholders improves
the quality of
disclosure and shows
the organisation’s
aims. The case study
showed that
extracting
stakeholders from
social and relational
capital and classifying
them with respect to
their role in the
business model
enables the
organisation to
improve its value
proposition and
communication

Value creation is
not limited to the
value created for
shareholders

Value creation is limited to
the value an organisation
creates for itself

Consider created value as not
only an increase in the six
capitals but also an increase in
the satisfaction of stakeholders

Including the
satisfaction of
stakeholders in value
creation can help in
designing a better
value proposition and
verifying the function
of the organisation
with respect to its
stakeholders. The case
study showed that
with the adjusted IIRF,
it is easier to identify
appropriate KPIs to
measure value
creation for
stakeholders

An innovative
vision of firms that
meets the
expectations of all
stakeholders

Aimed at providers of
financial capital rather than
satisfying the needs and
expectations of all
stakeholders

Disclose direct, indirect and
supporting business processes
and their capacity to create
value for each category of
stakeholders

Disclosing all business
processes highlights
how all stakeholders
expectations are met.
The case study
demonstrated that the
adjusted IIRF is not
only an effective
disclosure tool but also
an effective
management tool
because it links
business processes to
performance
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extensive literature on these topics revealed the limitations of the IIRF that prevent its
reporting and disclosure capacity in the light of ST.

ST is based on the fundamental role of stakeholders in contributing to the success of
a company. Beginning from a managerial point of view, it is gradually evolving to
incorporate ethics and the purpose view of the firm. Whilst primary and secondary
stakeholders actively contribute to a firm’s mission and value proposition, other
stakeholders are satisfied that the firm is making positive impacts on social and natural
capital.

Three pivotal aspects must be considered: overcoming the primacy of shareholders, the
analysis and classification of stakeholders and the need to understand how organisation can
satisfy stakeholders’ expectations through its processes. The IIRF is lacking in all of these
aspects: it considers the providers of financial capital the primary recipients of IR, allocates
stakeholders to social and relational capital without any analysis or classification and fails
to disclose business processes with respect to how an organisation creates value for its
stakeholders.

Although these limitations have been highlighted previously, until now, there have been
no practical attempts to overcome these weaknesses. Several researchers have also
investigated how ST may affect IR, including the content of disclosed information,
stakeholder pressure with respect to reporting quality and attention paid to social and

Figure 1.
The adjusted IIRF

Stakeholders

First adjustment: stakeholders are
iden�fied and highlighted as 

components of the business model

Second adjustment: value crea�on is
not only the increasing of the six

capitals, but also the sa�sfac�on of
stakeholders’ expecta�ons

Third adjustment: disclose business 
processes and how they create value

for stakeholders
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environmental issues. However, no studies have investigated whether the IIRF satisfies ST
with respect to reporting and disclosure.

The aim of the present study was to overcome this final hurdle by reviewing the studies
on the relationship between ST and IIRF andmakingmodifications to the IIRF to implement
ST. Three adjustments were applied to the IIRF to improve its ability to incorporate ST as a
theoretical foundation. The three adjustments were made following a deductive process in
which the weaknesses of the IIRF were matched with the assumptions of ST. The following
three adjustments were made in an attempt to solve the issues revealed by the literature
review: the removal of stakeholders from the social and relational capital to overcome the
shallow and opportunistic view of stakeholders conceived by the IIRF; the addition of KPIs
to measure the value created for stakeholders and overcome the outdated consideration of
providers of financial capital as the primary addressers of value creation and the disclosure
of business processes to clarify how organisations can satisfy stakeholder expectations.

The modified IIRF was conceived as a ready-to-use tool. By applying it to a business
case, it was validated with respect to whether and how it could help achieve better and more
stakeholder-oriented reporting. The findings enabled us to validate the use of the tool not
only for reporting but also for the self-assessment of organisations with respect to
embedding ST.

Firstly, individuating stakeholders is a way of improving the quality of reporting.
Extracting stakeholders from social and relational capital gives them visibility and
legitimacy whilst classifying them enables organisations to better address both their value
proposition and communications.

Secondly, defining value creation not only in terms of increased capital but also
increased stakeholder satisfaction can improve the design of the value proposition and
verify the function of the organisation with respect to its stakeholders. The modified
IIRF facilitated the identification of appropriate KPIs by which to measure value
creation for stakeholders.

Thirdly, disclosing the business processes enabled the organisation to highlight its
pursuit of stakeholder satisfaction. The modified IIRF links each category of
stakeholders with specific KPIs through the organisation’s business processes. This is
in contrast to the traditional IIRF, where stakeholders are hidden in social and
relational capital and business processes are hidden in the “black box” of the business
model. The IIRF conceives the business model as an empty box, without specifying
which business processes do what and for whom. The case study demonstrated that the
modified IIRF is not only an effective disclosure instrument but also an effective
managerial tool because it links business processes to performance and supports
integrated thinking and strategic decisions.

7. Conclusion
The modified IIRF proposed in this paper is a promising reporting and disclosure tool for
stakeholder- and purpose-oriented organisations aimed at better focussing the role of
stakeholders in value creation.

This work fits with a wider stream, regarding the future of the international integrated
reporting council (IIRC)/IIRF and its convergence towards sustainability reporting. The
announcement of the merging of IIRC, which is currently focussed on reporting value creation
in the medium/long term and sustainability accounting standard board, which is committed to
standards for monitoring sustainability into the Value Reporting Foundation, certainly
represents a step forward in the direction of a unified sustainability reporting model. Moreover,
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it is worth remembering that the European Union is launching a new directive on sustainability
reporting intended to replace the old one on non-financial information.

All that is working towards, like this paper, a greater focus on sustainability and
stakeholders, motivated by the following aspects:

� the belief that the future of an organisation depends on its ability to create value by
carrying out an economically, socially and ethically useful function, starting with a
clear identification of its purpose and value proposition;

� that implementing purpose and value proposition involves satisfying the
expectations of shareholders and stakeholders bringing the organisation resources,
skills and legitimacy, but to do so, the organisation has to generate resources
enough to feed these responses; in other words, there has to be a balance between
the value shareholders and stakeholders create and receive;

� that there is, however, a difference between shareholders and stakeholders directly
involved in value creation and distribution and the external entities that benefit
from or are damaged by the economic, social and environmental impacts
engendered by an organisation.

Based on these considerations, it should be emphasised that the revised IIRF represents an
updated reporting and disclosure tool for the value created in a broad sense by an organisation.
On the one hand, it can encompass financial, manufactured, intellectual, human, social and
relational and natural capital and on the other, the answers provided both to shareholders and
stakeholders directly involved in value creation and external entities the organisation impacts
through its activities. In this way, the IIRF can give visibility to all value created and the value
creation process, including sustainability matters as external impacts; it allows the integrated
thinking processes to be incorporated accordingly. Therefore, the modified IIRF can provide
better information not only to capital providers but also to all stakeholders (including
shareholders) interested in the sustainable success of the businessmodel.

Despite the suggested modifications being based on well-founded theories and
concepts, the modified framework has some theoretical problems that need suitable
solutions. In particular, some capitals are intangible, whilst stakeholder satisfaction is
linked to complex qualitative values that depend on both material and immaterial
factors. In both cases, new metrics should be developed and tested for their ability to
report and disclose created value.

Moreover, the modified IIRF was implemented only in one case and further
implementations are needed to comprehensively identify its strengths and weaknesses, both
in for-profit and non-profit organisations. In for-profit organisations, the organisation’s
purpose, as well as its value proposition as a link with business activities, must be clearly
highlighted. A dynamic balance must be found between shareholders’ and stakeholders’
expectations. In non-profit organisations, primary stakeholders and their expectations are
usually implicit in the institutional nature of the organisation. Further studies should be
conducted to overcome the limitations of the present work by applying the modified
framework to a large sample of organisations from both the private and non-profit sectors.
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