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Abstract

Traditional financial reporting is not sufficient anymore for the renewed need for information of stakeholders. In result, governments
have created different policies to stimulate or to have seen a strong rise in this kind of reporting during the last decades. Stakehold-
ers, including governments, have high expectations about the potential of the reporting process to lead to improved transparency
and accountability as well as to internal change and performance improvement. In this article we have developed a theory of change,
describing the logic of the path from reporting to performance improvement. Based on a literature study we have collected data that
support or argue against this logic line. We conclude that there is limited evidence that we can expect that reporting automatically
leads to improved performance. There is a clear need for more research into the impact of non-financial reporting on performance.

Relevance to practice

With the introduction of legal requirements for non-financial reporting the questions becomes acute whether these will enhance the
quality of information that is produced or whether they will hinder innovation and experimentation and result in a drive towards
compliance. Empirical evidence is inconclusive but does point to certain trends and developments that may shape future reporting

and performance.
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1. Introduction

With the increasing interest in sustainability, society
holds organizations accountable by claiming that organi-
zations have social, environmental and economic impacts
on society (Maas and Liket 2012; Frias-Aceituno et al.
2013). In result, organizations developed corporate so-
cial responsibility (CSR) activities and policies. CSR is
seen as the business contribution to sustainable develop-
ment (Commission of the European Communities 2002).
Building on generic definitions of sustainable develop-
ment (WCED 1987) it denotes a situation in which firms
combine their economic goals with taking responsibility
for their ecological and social impact. The social, envi-
ronmental and economic impacts of business on society
can be both intended or unintended, positive or negative
and short term or long term (Wainwright 2002). Conse-

quently, stakeholders such as consumers, media, govern-
ments and activists want to understand the way organiza-
tions deal with ethical, environmental and social issues.
They want organizations to be accountable for their en-
vironmental and social effects (Schaltegger et al. 2019).
In result, organizations provide their stakeholders with
information on the organization’s responsibility for the
environment and society, or in other words, on their sus-
tainability impact.

Traditional financial reporting is not sufficient for this
renewed need for information of stakeholders (Cheng et
al. 2014; Kamp-Roelands 2011; Wallage 2011). Conse-
quently, we have seen a strong rise in non-financial re-
porting! during the last decades. The increased attention
for transparency, accountability and true value are only
a few of the trends that have stimulated organizations to
develop and publish a non-financial report. Also, govern-
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ments have created different policies to stimulate or to
mandate sustainability reporting by organizations in their
jurisdictions (Van der Esch and Steurer 2014). Stake-
holders, including governments, have high expectations
about the potential of the reporting process to lead to
improved transparency and accountability as well as to
internal change (European Commission 2014a; 2015).
In October 2014 the EU published the EU Directive of
Non-Financial Information and Diversity (Directive
2014/95/EU). This directive is a response to the need for
companies to improve their reporting of environmental
and social information. The end of 2016, the Dutch gov-
ernment translated this directive into national law. Conse-
quently, since 2017 the Dutch government requires com-
pliance with this directive for all organizations with more
than 500 employees. This directive was initiated by the
European Commission because they believed there was a
need to improve the disclosure of social and environmen-
tal information by organizations. It is expected to “in-
crease transparency by increasing the quantity of infor-
mation available, to increase companies’performance, to
increase accountability, and to enhance the efficiency of
capital markets” (European Commission 2014). These
changes are deemed to result in social, environmental
and human rights impacts (‘performance’). However, it
is not immediately clear whether the implementation of
this mandate will actually lead to the desired effects. The
language in the EU directive is clearly showing lack of

3

supporting evidence (°...could encourage boards...’, ‘...
is likely to trigger...”) (European Commission 2015).

We use a so-called Theory of Change (ToC) to high-
light the plausible pathways through which resources
translate into outcomes (Jordan 2010). A ToC makes
explicit what is often implicit. Being explicit about the
ToC behind (mandatory) non-financial reporting helps to
monitor the working and effect of the financial reporting
on performance improvement. Therefore, the research
question of this article is as follows:

What is the Theory of Change (ToC) behind non-finan-
cial reporting and what academic evidence is available
for the various steps towards the expected performance
improvement?

A visualization of the Theory of Change (ToC) of
non-financial reporting describing how actions lead to
effects is provided in Figure 1. The ToC runs from in-
put to impact. This causal chain, also referred to as the
‘impact value chain’, distinguishes between the resources
used for an action (input); the action itself (also referred
to as project or activity or intervention or program); the
immediate quantitative synthesis of the action (output);
the direct changes in people, organizations, natural and
physical environments, and social systems and institu-
tions (outcome), along with highest order effects of the
action (impact) (Clark et al. 2004; Liket et al. 2014).

Figure 1. Theory of Change of non-financial reporting (Based on Maas and Vermeulen 2015)
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The ToC is build upon expectations reflected in prac-
tical documents like policy documents supporting the
EU directive (European Commssion 2015) and the EU
Directive itself (European Commission 2014a). The
ToC shows that it is expected that increased demand for
non-financial reporting will lead to performance meas-
urement or assessment of non-financial data that will be
used for internal and/or external reporting purposes. Ex-
ternal reporting might be obligated through legislation,
might be mandatory in another way, or could be produced
voluntarily. Reporting leads to more transparency and in
specific circumstances to more comparability (Jeffrey and
Perkins 2014). Stakeholders, like customers or investors,
might use the comparability to select a preferred organi-
zation which in turn could lead to differences in compet-
itiveness and thereby in firm value. Comparability might
also lead to internal strategy development in response to
the non-financial data. This strategy might be translated
in adapted management accounting and control systems
to improve non-financial performance ultimately result-
ing in performance improvement. Based on a literature
research we have collected articles that provide theoreti-
cal or empirical evidence on (the connection between) the
different steps in the ToC.

The structure of this article is as follows. In section two
we describe the path from an increased demand of non-fi-
nancial reporting to reporting. Following, in section three
the pathway from reporting to performance improvement
is described. Finally, conclusions are addressed in section
four.

2. From increased demand to
reporting

2.1 Increased demand for non-financial reporting

To live up to the expectations of stakeholders, corpora-
tions need to approach their activities in a more strate-
gic way and rethink the social impact of their activities
(Maas and Boons 2010). CSR can become a strategic
activity in two ways. Firstly, CSR is a strategic activity
when the results of the measurement and monitoring of
the added values are incorporated in management de-
cisions (Maas et al. 2016). Secondly, CSR is strategic
when it is integrated in the strategy of the organization
(Grayson and Hodges 2004). CSR leads to sustainable
production processes and/or improved existing or newly
created sustainable products, services or goods. When
an organization takes responsibility and is transparent
about the results of their CSR approach through non-fi-
nancial reporting, this influences the organizations’ re-
putation (Bebbington et al. 2008) and stakeholder satis-
faction (Swift 2001). In economic terms benefits of CSR
information can arise through capital market benefits
when that information is relevant for capital market par-
ticipants and real effects when the information influen-
ces decisions and policies of the firm (Churet and Eccles

2014; Kim et al. 2019). However, these benefits do not
come for free because corporate disclosures are costly
(Christensen et al. 2019).

2.2 Performance Measurement

For decades, organizations have reported on their finan-
cial results and clear and robust guidelines exist for fi-
nancial reporting. Nowadays, there is an increasing focus
on non-financial reporting. For example, sustainability
reporting is a listing requirement in South Africa (GRI
2011). In line with this, it is no surprise that in the last
two decades non-financial reporting practices have made
enormous progress (Christofi et al. 2012). However, al-
though the non-financial practices have made progress, in
contrast to the financial reporting guidelines the existing
non-financial guidelines do not lead to comparable results,
there is a lot of heterogeneity (Christensen et al. 2019; De
Cambour et al. 2019; European Commission 2020).

The economic crisis of 2009 has underscored that
the behavior and the main principles of society have to
change (King 2011). Society (such as government, ci-
tizens, employees and other stakeholders) increasingly
expect organizations to bear responsibility for the social
and environmental impact of their activities (Eccles and
Krzus 2010; Maas 2011). There is a need for corporate
information and transparency concerning the social and
environmental aspects of corporate behavior (Garcia-
Sanchez et al. 2013; Keeble et al. 2003; Gray et al. 1988).
Next to that, organizations start to realize that transparen-
cy could have a positive effect on their business and lead
to better reputation. Consequently, an increased number
of organizations measure and report their non-financial
performance. In most cases, the organizations that meas-
ure and report on non-financial information have a long-
term vision and take sustainability seriously (Eccles et al.
2012). Moreover, it is argued that sustainability reporting
increases the awareness in organizations about their role
in society (Kolk 2004).

There are several reasons why sustainability reporting
has received much attention from organizations, govern-
ments and agencies. Organizations operate in a multi-di-
mensional world, in which both financial and non-finan-
cial issues are important. Transparency became the key
to ‘doing well’ (Eccles and Krzus 2010; Prado-Lorenzo
and Garcia-Sanchez 2010). To make successful deci-
sions, both investors and organizations need information
about value drivers (Krzus 2011). Non-financial report-
ing also contributes to stakeholder dialogues (GRI 2002)
and is not only a ‘license to operate’ (Kolk 2004), it is
a method of corporate branding as well (Lindgreen and
Swaen 2010). In addition, referring to a study of UNEP
from 1998, Kolk (2004) argued that interviews with re-
porters and non-reporters show that sustainability report-
ing is expected to improve transparency, credibility and
awareness (Kolk 2004). Similar benefits were reported by
investors and executives interviewed by McKinsey (Ber-
now et al. 2019).
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2.3 Internal and external non-financial reporting

Non-financial reporting can be valuable for both internal
use and external use. Internally it will help organizations
to reconsider their management decisions and (sustain-
ability) strategy. Externally, it helps organizations to meet
the requirements of external stakeholders. Organizations
can use a separate sustainability report in order to be
transparent and accountable to their stakeholders.

Although non-financial reporting has received much
attention, the quality of non-financial information repor-
ted is neither always informative nor sufficient from a
user perspective. While accountability, transparency and
legitimacy of the organization is becoming more impor-
tant for both organizations and stakeholders, organiza-
tions do not always deliver the information stakeholders
ask for. In many cases there is a gap between the informa-
tion required by stakeholders and the information report-
ed by organizations (Eccles and Serafeim 2011; Cheng et
al. 2014; Kamp-Roelands 2011; Wallage 2011).

There are several non-financial reporting standards,
such as the Global Reporting Initiative’s Guidelines, UN
Global Compact, OECD Guidelines for multinational
organizations, CDP Ratings, Sustainability Accounting
Standards Boards (SASB), International Integrated Re-
porting Council (IIRC) framework on Integrated Report-
ing and the German-European Deutsche Vereinigung fiir
Finanzanalyse und Asset Management / European Fed-
eration of Financial Analysts Societies standard (DVFA/
EFFAS). These guidelines have improved the quality of
sustainability reports significantly (Lozano 2013). Nev-
ertheless, due to the use of these different standards, the
lack of comparability between sustainability reports is
still present (Barker and Eccles 2018; Eccles and Saltz-
man 2011; European Commission 2020).

2.3.1 Mandatory or voluntary?

In the last decades, there were many regulatory changes
concerning non-financial reporting. Non-financial report-
ing started as a voluntary activity, currently there is a shift
from voluntary regulation to public policy and govern-
mental regulation. Since the beginning of this century, a
growing number of countries introduced or strengthened
mandated CSR reporting (KPMG et al. 2016). For the Eu-
ropean Union the adoption of Directive 2014/95/EU that
requires reporting of non-financial and diversity informa-
tion by certain large companies is clear example. Maguire
(2012) argued that voluntary reporting is a well-established
trend ‘prior to the implementation of state-mandated re-
porting guidelines’. In other words, mandatory regulation
is a consequence of the voluntary attempts to report on
non-financial indicators. Nowadays, both types of report-
ing exist next to each other, although regulatory pressure
is increasingly seen as the instrument to improve CSR per-
formance. Currently, several policies have a ‘report or ex-
plain’ approach, however the EU Non-financial reporting
Directive straightforwardly requires reporting from organ-
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izations with more than 500 employees. It is claimed that
roughly two thirds of the national reporting standards (in a
selected sample of 30 countries with 140 national report-
ing standards in total) are mandatory (Habek and Wolniak
2013). The World Business Council for Sustainable De-
velopment argues that “more regulations can be expected
as progressive businesses, governments and international
standards setters acknowledge the role of corporate trans-
parency in the transition to an inclusive and sustainable
economy” (WBCSD 2014, p. 9).

Although there is a trend towards mandatory non-fi-
nancial reporting, the positive effects of non-financial re-
porting are hampered by the differences in interpretation
and use of the existing guidelines. Moreover, a more pro-
active non-financial report such as an integrated report is
still voluntary in almost all countries. While there is some
knowledge about assumed reasons for and assumed rea-
sons against voluntary or mandatory non-financial repor-
ting, knowledge about the real effects and impacts of both
types of reporting is limited. Mandatory reporting seems
to be intended for organizations to better account for their
impacts on public goods and externalities, while voluntary
reporting may be more oriented towards organizational
benefits. However, it is difficult to validate these assump-
tions, as the impact of voluntary and mandatory non-finan-
cial reporting is a relatively new research topic and only
limited evidence exists.

There are many arguments for and against manda-
tory and voluntary non-financial reporting (see for an
overview of reasons Table 1). Organizations that report
non-financial information all face challenges, whether
the reporting is voluntary or mandatory. In both cases,
different issues hamper the effectiveness of non-finan-
cial reporting. Research has shown both positive and
negative effects of mandatory and voluntary non-finan-
cial reporting. Based on the academic research avai-
lable, we have found positive (e.g. Habek and Wol-
niak 2013; Toannou and Serafeim 2019) and negative
arguments (e.g. Belkhir et al. 2017; Christensen et al.
2019) for mandatory and voluntary regulation on the
organization and its stakeholders. It is much more dif-
ficult to provide a clear answer to the question if the
implementation of mandatory non-financial reporting
actually leads to improved performance. Such perfor-
mance improvements were the stated objective of the
introduction of the European Directive on non-finan-
cial disclosure as was communicated in the press re-
lease announcing the Directive: “Each individual com-
pany disclosing transparent information on social and
environmental matters will realise significant benefits
over time, including better performance, lower funding
costs, fewer and less significant business disruptions,
better relations with consumers and stakeholders. Inves-
tors and lenders will benefit from a more informed and
efficient investment decision process. Society at large
will benefit from companies managing environmental
and social challenges in a more effective and account-
able way” (European Commission 2014). Notably the
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societal benefits that are envisaged by the commission
are so-called real effects of the NFI reporting mandate.
To date empirical evidence for such effects is limited
and often inconclusive. Chen et al. (2018) find some
positive effects with respect to water and air pollution
but others find no reductions for carbon reduction when
reporting these emissions is mandatory (Matisoff 2013)
or voluntary (Belkhir et al. 2017).

3 From reporting to performance
improvement

3.1 Transparency

The essence of non-financial reporting goes beyond re-
porting. In general, we can argue that reporting increases
transparency (e.g. Kolk 2004). However, researchers also
argue that reporting might lead to reporting pitfalls, being
idealistic reporting (showing a better picture than showing
the truth), lay reporting (measuring only lagging indicators
which are not helpful to improve performance), or techni-
cal reporting (providing only technical data but no data on
processes or systems) (Baret and Helfrich 2019). Next to
that, companies struggle to be transparent for stakeholders
with different stakes, different needs and different expec-
tations. Cho et al. 2015 (p. 81) argue that “organisations
often respond to conflicting stakeholders demands”, and
thereby fall into “organized hypocrisy”, which creates
inconsistencies between an organisation’s talk, decisions
and actions. Furthermore, the compliance-driven logic
underpinning the mandatory adoption of non-financial re-
porting may increase the risk of a “tick the box” approach,
creating further inconsistencies between corporate talk
and action (Adams 2015; La Torre et al. 2018).

Non-financial reporting is about creating benefits for
the organization and its stakeholders by relating the re-
ported information to business strategy. In result it is
more a matter of management than reporting (Mammatt
2009) when it does not only give an explanation of the
achieved non-financial performance (Eccles and Saltz-
man 2011) but also takes into account the future value
for the organization, the stakeholders and society at large
(Adams 2014). This is important for the company but also
for its investors.

It is also argued that sustainability reporting can cre-
ate more benefits for organizations, such as an increased
stakeholder engagement (Krzus 2011; Eccles and Krzus
2010; Eccles and Saltzman 2011). This is important as
the success and the value of an organization depend on
its relationship with stakeholders (Cai et al. 2011). As
previously mentioned, there is some evidence that non-fi-
nancial reporting has positive links with (operating) per-
formance. For example, Churet and Eccles (2014) found
a strong relationship between ESG reporting and the fi-
nancial performance of an organization. Similarly, Ioan-
nou and Serafeim (2019) report increases in firm value
measured in Tobin’s Q due to mandatory CSR reporting.

Grewal et al. (2015) found a positive relation between
financial market reaction and mandatory reporting. How-
ever, in general there is no conclusive evidence for the
relation between business performance and non-financial
reporting. In line with Guenther et al. (2015) there is evi-
dence for some aspects that link to performance (such as
waste or carbon emission). However, causality is hard to
demonstrate because of the many factors influencing per-
formance and more empirical research is needed to obtain
a clearer picture of the actual results.

3.2 Comparability

Despite the growing interest in non-financial reporting, a
report is only a means and not an end in itself. What mat-
ters most, are the consequences of these reports and the
question whether the intended goals that are associated
with non-financial reporting are achieved. Non-financial
reporting will only be effective when the information pro-
vided is useful for internal and external stakeholders. In
order to be useful non-financial information should meet
qualitative characteristics that are similar to those of fi-
nancial information. It needs to be relevant and faithfully
(complete, neutral and free from errors) represent what it
purports to represent (IASB 2019).

Metrics used in current sustainability reporting stand-
ards often lack validity or are based upon data that are
most easily collected, rather than most important (Hess
2019). Moreover, the empirical evidence on sustaina-
bility reporting shows continued problems of selective
disclosure, impression management, incomparable dis-
closures, and the use of disclosure as an end in itself (as
opposed to a process that leads to organizational change)
(Hess 2019). Despite the changed information need of
stakeholders and the increased transparency of organ-
izations related to non-financial information, research
showed that investors have neither rewarded nor penal-
ized organizations for violating matters? in their corporate
decisions (Christofi et al. 2012). More recently, Kim et
al. (2018) found an effect of integrated reports on analyst
earnings forecasts. As long as the existing guidelines for
non-financial reporting contain weaknesses (e.g. unclear
guidelines, non-comparability, not sector specific and not
integrating business and sustainability) and there is lack
of professionalism in the organization to use and imple-
ment the guidelines in a proper way, organizations and
society cannot benefit from all potential advantages asso-
ciated with non-financial reporting.

An underlying reason for this is the lack of compara-
bility between sustainability reports. Increasingly, stake-
holders are asking for comparable information. However,
many organizations publish their non-financial informa-
tion voluntarily or in accordance with requirements that
offer wide discretion to management with respect to the
content and form of the information provided. Different
standards exist providing guidelines on how to report (1)
outputs (e.g. GRI), (2) processes (e.g. Greenhouse Gas
Protocol), and (3) impacts (e.g. true value reporting). The
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existence and use of these different standards, goes at the
cost of a lack of comparability between sustainability
reports (Barker and Eccles 2018; Eccles and Saltzman
2011; European Commission 2020). Moreover, the re-
ported non-financial information is still often presented
in a disconnected way. Its relationship to strategy, risks
and opportunities, operations, and financial performance
is often unclear (IFAC 2012). In addition, the content of
current sustainability reports often lacks materiality® and
can be incomplete and selective (Van Wensen et al. 2011;
Green and Cheng 2019). A focus on materiality implies
limiting the information presented and reducing the num-
ber of metrics common across all organizations leading to
less comparability of the reports.

3.3 Performance Management

Ramos et al. (2013) showed that organizations need to be
more engaged with sustainability performance manage-
ment as well as with reporting on sustainability issues. It
is important to make organizations and their stakeholders
aware of the importance of integrating the information
on non-financial issues in performance management and
management accounting and control systems (Maas et al.
2016). For example, in 2012 about 40% of the largest US
firms included CSR targets in their bonus system (Maas
2018). In the Netherlands organizations like DSM and
Akzo Nobel use CSR targets in their remuneration systems
(Kolk and Perego 2014). Using non-financial information
for internal goals is valuable for organizations as the focus
of rating agencies shows that investors value sustainability
management programs rather than absolute sustainability
performance (McLaughin et al. 2015). As long as organi-
zations do not integrate their non-financial information in
management decisions, and do not use and learn from their
non-financial information, non-financial reporting cannot
be effective in improving performance — irrespective of
whether it is mandatory or voluntary. However, when or-
ganizations use the non-financial information published in
their reports to integrate in their management decisions, it
can lead to sustainable value for society, ecosystems and
business (Maas et al. 2016). In addition, the non-financial,
sustainable information in the reports can be a source of
innovation (Porter and Kramer 2006; Husted and De Jesus
Salazar 2006; Hart and Milstein 2003).

3.4 Performance Improvement and the importance of
feedback loops

One critical criterion to improve sustainability perfor-
mance is to organize and use stakeholder feedback. Once
the content of the report is clear, internal and/or external
stakeholders can give advice, suggestions and criticism
to the organization based on the report. Organizations
can use this feedback in their decision-making and man-
agement processes. It is argued that it is valuable when
a non-financial report considers not only sustainability
performance outcomes, but information about the process
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towards these outcomes as well (WBCSD 2019). This en-
ables stakeholders to provide feedback on this process,
which is helpful for organizations to think about the rela-
tionship between (sustainability) performance and busi-
ness strategy, business models, strategic programs and
strategic objectives. Moreover, it is important that organi-
zations report on medium and long-term targets. All these
aspects enable the readers of the report and the stakehold-
ers to see improvement in the organizations’ performance
and to give feedback. Based on this feedback, the organ-
ization can reconsider its decisions or improve its perfor-
mance (WBCSD 2019).

In addition to the belief that stakeholder feedback is
very important to inform organizations with respect to
desirable changes it also provides an incentive to change.
According to Deloitte and MVO Nederland (2015), ex-
ternal pressure from stakeholders is important because it
works better than internal pressure.

4. Conclusion

Regulation is often seen as an adequate tool for impro-
ving corporate sustainability practices (Habek and Wol-
niak 2013; WBCSD 2019). The European Commission
decided to implement a legislative proposal for non-fi-
nancial reporting, because they believed there was a need
to improve the disclosure of social and environmental
information (European Commission 2014b). According
to the website of the European Commission, “large pub-
lic-interest entities (listed companies, banks, insurance
undertakings and other companies that are so designated
by Member States) with more than 500 employees should
disclose in their management report relevant and useful
information on their policies, main risks and outcomes,
relating to several sustainability issues” (European Com-
mission 2015). In order to meet those objectives the
Dutch government has implemented the EU directive of
non-financial reporting at the end of 2016.

In this study we analyzed the Theory of Change (ToC)
behind non-financial reporting as well as the evidence
base for its assumed effectiveness. The results show that
the potential benefits of mandatory non-financial reporting
strongly depend on context, the implementation and the or-
ganization. In Table 1, internal and external consequences
of non-financial reporting on the organization and its stake-
holders as found in available research is provided. Availa-
ble research shows expected positive effects (+) as well as
negative effects (-) for organizations or stakeholders.

The principal aim of the European commission and the
national implementation of the directive on non-financial
reporting in the end is to limit negative externalities from
organizations’ actions, either within the Netherlands or
through their supply chains abroad, and to improve organi-
zations’ performance on non-financial issues, using the in-
ternal and external feedback loops. This research shows that
the ToC to achieve performance improvement by reporting
is complex. Given the complexity and need to gather more
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Table 1. Overview of the effects and impacts (both positive and negative) of non-financial reporting.

Non-financial reporting can lead to: Reference Effect / Impact

Ability to manage reputational and organizational risks Eccles and Saltzman 2011; Krzus 2011; Adams 2014 +

Clear image of organization with information on future value of Adams 2014 +

organization

Compliance Habek and Wolniak 2013 -

CSR performance Guenther et al. 2015; Chen et al. 2018 +
Matisoff 2013 -
Belkhir et al. 2017 -

Decision making without new mindset of manager Adams 2014 -

High costs Christensen et al. 2019 -

Increased awareness in organization about their role in society and value |Kolk 2004; Adams 2014 +

creation for stakeholders

Innovation Porter and Kramer 2006; Husted and De Jesus Salazar 2006; Hart and +
Milstein 2003

Long-term vision Eccles et al. 2012 +

Operating/financial performance Guenther et al. 2015; Grewal et al. 2015; Churet and Eccles 2014; +
Toannou and Serafeim 2014

Successful decision making Krzus 2011; IIRC 2012; Eccles and Krzus 2010; Prado-Lorenzo and +
Garcia-Sachez 2010)

Relation between financial and non-financial information (good for Eccles and Saltzman 2011; Mammatt 2009 +

management)

Uncertain chance of success Adams 2014 -

Comparability Jeffrey and Perkins 2014 +
Maas et al. 2014, Eccles and Saltzman 2011; Eccles et al. 2012; Barker -
and Eccles 2018; EU 2020; Christensen et al. 2019; De Cambour et al.
2019; Swift 2001

Confusion concerning ESG indicators Eccles et al. 2012; Van Wensen et al. 2011; Eccles and Saltzman 2011; -
Cheng et al. 2014

Corporate branding Lindgreen and Swaen 2010 +

Disconnection between strategy, risks and opportunities, operations, and |[FAC 2012 -

financial performance

Financial market reaction Grewal et al. 2015; Churet and Eccles 2014; Kim et al. 2019; Ioannou and +
Serafeim 2014
Christofi et al. 2012 -

Improved competitive position Eccles and Krzus 2010 +

Improved firm reputation Maas 2009; Kolk 2004; Bebbington et al. 2008 +

Incomplete and selective information Van Wensen et al. 2011; Eccles and Serafeim 2011; Cheng et al. 2014; -
Kamp-Roelands 2011; Wallage 2011

Increased credibility Kolk 2004 +

Increased stakeholder engagement, dialogue and/or satisfaction Maas 2009; IIRC 2011; Krzus 2011; Eccles and Krzus 2010; Eccles and +
Saltzman 2011; GRI 2002

Increased transparency Kolk 2004; TIRC 2013 +

Lack of materiality Green and Cheng 2019 -

Lack of validity or based upon data that is most easily collected, rather Hess 2019 -

than most important

Reporting pitfalls like reporting hypocrisy, idealistic reporting and Adams 2015; La Torre et al. 2018; Baret and Helfrich 2019; Cho et al. 2015 -

‘ticking the box”

evidence, being clear and explicit about the long-term am-
bition of enforcing non-financial reporting is needed.

In the last decennia we have seen an increase of report-
ing on non-financial information. However, there is still a
large group of laggards that do not yet report on non-finan-
cial information. Although reporting is evolving towards a
more integrated approach, many organizations still strug-
gle to adopt such an integrated approach. Organizations
could benefit from more guidance to sow to report in an

integrative way and about what to report. Existing re-
search shows positive and negative effects on the impacts
of non-financial disclosure. It is clear that more practical
information and research on the actual impacts of report-
ing is needed. The expectation that reporting will automat-
ically lead to improved performance is not as straightfor-
ward as it might seem. Future research might focus on the
impact of reporting on performance improvements and the
indirect effects on external stakeholders.
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Notes

With non-financial reporting we refer to all different types of non-financial, environmental and/or sustainability reporting or disclosure, such

as a separate sustainability report, a combined annual and sustainability report or the most recent trend in non-financial reporting, an Integrated

Report (IR). Consequently, we will use both the terms non-financial reporting and sustainability reporting.

Examples of violating matters are environmental and social violations, such as the violations of human rights, or violations of voluntary target

setting (e.g. CO2 reduction in a specific year).

Materiality refers to the importance and the usefulness of a report. Material issues are those issues that substantively impact, or have the poten-

tial to substantively impact the company’s strategy and its ability to create value over the short, medium and long term.
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