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INTRODUCTION

The main reason for the emergence of crises, both nation-wide
and at a particular enterprise, is the imperfection of the accounting
system, which manifests itself in: the inability to represent the
possibility of emerging risks and threats to enterprises’ activity;
faulty assessment of intellectual and innovative, social, client, human
and natural capital; the existing inconsistency of corporate reporting
that does not provide a holistic concept of the organization’s ability
to create value for itself and stakeholders in the long run. The
European integration course of Ukraine requires the economic entity
to comply with the European Union Directives according to which
companies with more than 500 employees must reveal non-financial
information in the integrated reports as to the environmental and
social aspects, issues of respect for human rights and employment,
aspects of combating corruption and bribery, information about
corporate management. Therefore, the main idea of this research is to
increase the scientific level of theoretical research and the practical
value of the applied developments as to development of the unified
methodological principles and rules for the formation of integrated
reporting to build on their basis an improved model of management
of social and ecological and financial and economic security of
economic entities.

The scientific peculiarity of the material presented in the
monograph is that the directions, the aims, and the methods used do
not get in line with other authors’s studies on this subject, and the
obtained results significantly extend the existing groundworks of
both national and foreign scientists. With regard to the new reporting
model T.I. Yefymenko, V.M. Zhuk, L.G. Lovinska emphasize that in
the information environment it should become a representation of the
sustainable development concept which the international community
recognizes as the new ideology of the XXI century. At the same
time, further framing is required problematic issues as to
understanding the peculiarities of international investment policy in
the context of the intensification of the financial convergence
processes, the entry of our state in the contemporary position, and its
consolidation with the European states and nations. Thouruogh
investigation of the texts of scientific works by G.I. Roberts, R.O.
Kostyrko and N.O. Lokhanova allows stating that that despite the
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proposal to combine the factors of environmental and social state
management and financial results of an enterprise in the integrated
reporting, the researchers do not pay attention to the issues of
determining the boundaries of the information base of integrated
reporting, which will ensure the transition from the system of
financial capital to the market system of inclusive capital. K.A.
Adams, K. Martin, E. Sanders and J. Scalan have developed
methodological tools for drawing up an integrated report, its
structure and procedure of disclosing of information. However,
searching for the ways to optimize the composition of integrated
reporting indices, preventing the increase of information noise in the
integrated reports, using an integrated report as a means to overcome
information asymmetry and increasing the level of the investors’
satisfaction remain topical. Methodological provisions of estimating
the capital of an enterprise presented in the works by V.V.
Yevdokimov, D.O. Grytsyshen, R.O. Kostyrko require deepening in
terms of developing a conceptual model of information flows in the
integrated information and analytical system of an enterprise
management for disclosing information about financial, producrive,
intellectual, social and reputational, human and natural capital.
Separate issues of attracting suppliers of financial capital were
developed in the works by G. Seraphame and D. Philips. However,
none of the researches presented an integrated model of risk-oriented
management of economic security of economic entities according to
the data of integrated reporting. Solving the above mentioned issues
requires improvement of the organizational and methodological and
institutional principles of preparating integrated reporting and trends
in reforming the national accounting and reporting system in order to
ensure the social and ecological and financial and economic security
of an enterprise under the conditions of Ukraine’s integration into the
European Union that conditioned the choice of the topic of the study,
its purpose, tasks and content.

The material presented in the monograph is based on a number of
working hypotheses, namely:

- solving economic and social and ecological problems of a
society requires recognition of the core role of the physiocratic
doctrine in the development of economic democracy and
improvement of the national model of information support of crisis



management based on the institutional concept of the development of
the social and cultural economic institution of accounting and
reporting;

- a new global vision of the architectonics of accounting science,
its place and role in the historical and economic process, which
requires the disclosing the global experience of state regulation and
the impact of European integration processes on the development of
accounting and reporting in Ukraine;

- the formation of a modern competitive economy requires the
intensification of innovation and investment activities, directing
financial, economic and organizational resources for the prevention
of crisis phenomena. However, one of the most significant obstacles
to economic growth in Ukraine is the lack of concepts, forms,
methods and procedures for the formation of accounting and
reporting support of anti-crisis regulation both at the macro- and
meso- and micro levels;

- organization of the integrated accounting and reporting system
allows introducing positive adjustments in the structure of
entrepreneurial activities management to ensure the financial and
economic security of business.

In accordance with the above mentioned hypothesis the purpose
of the monograph is defined as determining the problem aspects of
the formation of integrated reporting of Ukrainian enterprises under
conditions of the development of innovation economics and
scientific substantiation of the methodological provisions as to their
solution, taking into account the growing information requirements
of investors and the lack of unified approaches to the determination
of the integrated reporting indices.



PART 1

THEORETICAL AND HISTORICAL
FOUNDATIONS OF FORMING INTEGRATED REPORTING

1.1 International regulation of integrated reporting

Financial crises of the XXI century are the main reasons for the
need to improve the existing information and communication
interaction between the economic entities and the users of accounting
and reporting information. The main reason for the emergence of
crises, both on a nationwide scale and at a particular enterprise, is the
imperfection of the accounting system, which is manifested in
particular by: the inability to represent the possibility of emerging
risks and threats for enterprises’ activity; faulty assessment of
intellectual and innovative, social, client, human and natural capital;
inability to ensure disclosure of information about all elements of
capital in the financial reporting; the existing inconsistency of
corporate reporting that does not provide a holistic concept of the
organization’s ability to create value for itself and stakeholders in the
long run. All these problems condition the search for new reporting
models and areas for developing an accounting methodology to meet
the growing demands of users and improve the transparency,
completeness and relevance of the accounting and reporting
information. Under the conditions of globalization and
informatiology the users of accounting and reporting information are
interested not only in the financial indices of enterprises’ activity, but
also the issues of sustainable development as an integral part of
business, which are measured mainly by non-financial indices, that is
ensured through the formation of integrated reporting. According to
M.A. Prodanchuk “... The concept of the company of the future does
not propose changes in the financial reporting, but assigns it less
important role in the model of expanded reporting, which will
include reports on non-financial results, in particular, on issues such
as environment and relations with employees, customers, suppliers

and the public” ™.

! Mpomamayk M.A. KoproparTuBHa 3BiTHiCTE B yMOBax ympaBmiHHA / M.A.
Iponanuyk // Kynsrypa Haponos IIpudaepromopsst. — 2013. — Ne 256. — C.159.
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Theoretical and methodological provisions, methodological
foundations and practical issues of the formation of integrated
reporting are at the initial stage of research by theoretical scholars
and practitioners. The issues of conceptual foundations of integrated
reporting and the formation of its particular components were
represented in the works of such Ukrainian scientists as P.Y. Atamas,
O.P. Atamas, K.V. Bezverkhy, O. V. Budko, T.V. Davydyuk, 1.V.
Zamula, O.A. Zorina, L.V. Zhigley, R.O. Kostyrko, O.A. Lagovska,
I.M. Lozhnikov, N.O. Lokhanova, M.A. Prodanchuk and others. The
works of foreign scientists M.I. Sidorova, T.Yu. Serebryakova, K.V.
Sorokina, O.M. Sorokina, T.V. Shimokhanskaya, H. Shtukelberger,
T.0O. Khachaturova and others are devoted to the problems of the
formation of integrated reporting.

Over recent years, among the significant scientific research of
various aspects of accounting and reporting support of sustainable
development management the prominence should be given to the
works by T.I. Yefymenko V.M. Zhuk and L.G. Lovinskaya (2015)
“Information in the crisis management: the global aspect of
standardization of accounting and financial reporting”; V.V.
Yevdokemov and others. (2014) “Integrated reporting of
enterprises”; N.O. Lokhanova (2012) “Integrated reporting as a
product of integral accounting and analytical system”; G.I. Roberts
and P.K. Michael (2013) “One Report: Integrated Reporting for a
Sustainable  Strategy”, which thoroughly investigate the
organizational dynamics, ideological foundations and national and
public significance of developing subsystems of industry standards
accounting and introduction of integrated reporting in order to
prevent crises, to ensure social justice and economic independence,
respect for the rights and freedoms of citizens. The conceptual
foundations for assessing the social, human and environmental
capital of a company are investigated by R.O. Kostyrko (2014)
“Integrated reporting as an instrument for socially responsible
business” and K.V. Lee (2016) “The association between integrated
reporting and firm valuation”. Problematic issues of using integrated
reports in management of financial security of a business and
attracting suppliers of financial capital were elaborated in the works
by G. Seraphame (2015), “Integrated reporting and investor
clientele” and G.A. Porter (2010) “Financial accounting: impact on



decision-makers”. The methodical tools for drawing up the
integrated report, its structure and the procedure for disclosing
information were investigated by K.A. Adams (2015) “The
international integrated reporting council: a call to action”. The
theoretical tools for internal audit of integrated reporting were
investigated by K. Martin, E. Sanders, and J. Scalan (2014), “The
potential impact of COSO internal control integrated framework
revision on internal audit structured SOX work program”.

In their works P.Y. Atamas and O.P. Atamas substantiate the
necessity and consider the preconditions for the implementation of
the integrated corporate reporting, determine the requirements of the
leading international organizations to its content and the order of
submission, and propose the structure and content of integrated
corporate reporting for Ukrainian enterprises®. K.V. Bezverkhy also
investigates the methodological principles of forming integrated
reporting of an enterprise, proposes the stages of its formation,
clarifies the approaches to the assessment of the quality and
essentiality of the information disclosed in the integrated reporting of
an enterprise, as well as determines the periodicity of the formation
and time frame of reporting®. The stages of the formation of non-
financial reporting are analyzed in the works by O.V. Budko, the
characteristics is presented and the comparative analysis of the most
common standards (manuals) as to its drawing up is carried out”.

T.V. Davydyuk investigates theoretical and organizational
provisions of the procedure of formation of integrated reporting on
the basis of convergence of accounting reporting and social one,
which satisfies the needs of users of information about human capital
of an enterprise®. Determining the objects of accounting related to
environmental activities and social responsibility was also carried out

2 Atamac TLIA. [HTerpoBaHa KOpPIIOpAaTHBHA 3BITHICTh: MPOOJIEMU BIPOBAKEHHS /
ILH. Aramac, O.I1. Aramac // Akagemiunuii orssig. — 2015. — Ne 1. — C. 78-85.

® Bessepxuit K.B. Merommuni 3acagi (OpMYBaHHS {HTErpOBAHOi 3BITHOCT
nignpuemcrsa / K.B. Be3sepxwuii // O6mik i pinancu. — 2014. — Ne3. — C. 8-14.

* Bymsko O.B. Po3BHTOK Ta HeoOXiAHICTs CKIIaaHms inTerpoBanoi 3sirmocti / O.B.
Bynbko // HaykoBuii BicHHK XepCOHCHKOTO JepikaBHOro yHiBepcutery. —2014. —
Bunyck 6. — Hactuna 5. — C. 114-117.

® Nlapumiok T.B. ConnanbHas OT4ETHOCTD B VYKpanHe KaKk MHCTPYMEHT yIpaBJIeHUs
yenoBeueckuM Karmutaigom / T.B. aBumiox // MixnHapoaHuii 30ipHHK HayKOBHX
npans. Bumyck 3(21). — C. 96-101.



http://www.irbis-nbuv.gov.ua/cgi-bin/irbis_nbuv/cgiirbis_64.exe?Z21ID=&I21DBN=UJRN&P21DBN=UJRN&S21STN=1&S21REF=10&S21FMT=JUU_all&C21COM=S&S21CNR=20&S21P01=0&S21P02=0&S21P03=IJ=&S21COLORTERMS=1&S21STR=%D0%9615923

in the fundamental works by 1.V. Zamula and L.V. Zhigley®’. The
organization of the integrated system of accounting and reporting in
the aspect of the information requirements of the system of managing
economic entities is investigated in the works by O.A. Zorina, in
particular, the author determined the ways to achieve synergistic
effect of each component of the accounting system by means of
setting and solving the tasks of the information requirements of the
management system®,

Without diminishing the significance of the groundworks of the
academic economists, we’d like to remark that despite the significant
scientific and theoretical basis as to the organization and
methodology for the formation of integrated reporting of an
enterprise, integrated reporting has not gained popularity among
national companies. System Capital Management was the first
company in Ukraine that promulgated its integrated reporting only in
2005. At the end of 2013 31 Ukrainian companies and 16 foreign
companies operating in Ukraine drew up integrated reporting®*°.

The preconditions for the genesis of integrated reporting are the
development of the institutional theory and the emergence of
institutional investors, whose activity is based on the principles of
socially responsible investment, transition of Ukraine to the European
Union, increasing requirements for promulgation of reporting by
stock exchanges in different countries of the world, expanding
international cooperation as to solving problems of ecological safety
etc. In addition, the formation of integrated reporting became possible
only under conditions of applying modern information and

® 3amyma LB. Byxramrepcokuit oGIiK eKONOTiuHOI MisSIBHOCTI y 3aGe3rmedeHHi
CTIHKOTO PO3BUTKY ekoHOMiku: MoHorpadis / I.B. 3amyma. — XXuromup: XJTV,
2010. — 440 c.

" urneii 1.B. Byxranrepcbkuii  00JIiK COLiagbHO BiANOBIJAIBHOI IiSUTBHOCTI
Cy0’€eKTIB rOCIOJapIOBaHHsA: HEOOXIIHICTh Ta OPIEHTUPU PO3BHUTKY: MoOHOrpadis /
I.B. XKurneit. — Xuromup: XKJTY, 2010. — 496 c.

8 3opima O.A. Opramisaris iHTerpoBaHOi CHCTEMH OGTIKYy Ta 3BITHOCTI SIK
indopmariitnoi 6a3u anamizy / O. A. 3opina // Dxonomuka Kpemva. — 2011. — Ne 2
(35). — C. 265-269.

Ananmitnunnit  Orsg CBB  [Enextponnmii  pecype] — Pexum  jpocrymy:
http://www.svb.org.ua/sites/default/files/csr_ukraine_white_paper_2013 july_integr
ated_reporting.pdf
19 Filipova-Slancheva A. Non-financial Reporting in Bulgaria / A. Filipova-
Slancheva // Status and Challenges. — 2015. — P. 40-43.
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communication technologies. According to the founders of
Google:“... the most revolutionary improvement of the Internet age is
the possibility to measure any aspect of business. Decisions
previously based on subjective views and opinions and unconfirmed
statements are based on the data today” *'. The mentioned changes
and improvements of social and economic relations promoted that
integrated reporting has become mainstream of the present time (Fig.
1.1).
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Fig. 1.1 Ecological and social and economic concept of
implementation of integrated reporting in Ukraine

" MImuar 3. Kax paGoraer Google / 3. IlImuar, [ix. Posen6epr, A. WUrn ; [mep. C
anri. JI. Bapper]. — Mocksa : Okemo, 2016. —384 c., C. 211
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At the plenary session of the XIX World Congress of
Accountants in 2014, the International Council for Integrated
Reporting focused on the topic “Integrated thinking: the key to the
improved indices and value formation” and announced its strategy —
to achieve the global adoption of the International Integrated
Reporting Framework over the next three years'. The strategy of the
International Integrated Reporting Framework until 2017 includes a
number of key tasks, among which there are:

- the worldwide dissemination of the best practice for integrated
reporting through the IR network (<IR> — integrated reporting) and
promoting the dialogue between key players in corporate reporting;

- establishing a foundation for investors based on integrated
thinking and integrated reporting aimed at stimulating investment
decisions;

- interaction with national and regulatory authorities to promote
integrated reporting®.

According to the Chairman of the International Integrated
Reporting Council (IIRC) M. King, currently the Project of
International Integrated Reporting (IR) Format is in the break-
through phase (2014-2017) which implies the necessity of a gradual
transition from its market testing and partial application to be widely
used by all enterprises in the world™. To realize the goals of global
dissemination of the best practice for integrated reporting and to
promote the dialogue between investors and reporting providers the
International Integrated Reporting Council (IIRC) launched a
number of new projects aimed at promoting the foundations of
integrated reporting in 2014 (Table 1.1).

Each of the networks introduced has a global goal of involving as
many users as possible in determening the benefits of integrated
reporting and identifying and implementing innovations that meet the
needs of business, governments and society in environmental, social
and economic stability and sustainable development. In particular, a

12 XIX Beecsitniit xonrpec Gyxramrepis / Hesamexmuit aymurop. — 2014. — Ne 10
(IV) - C.2-4.

1% Strategy: The Breakthrough Phase 2014-17. URL: http://integrated
reporting.org/wp-content/uploads/2015/02/1IRC-Strategy-Summary-2015.pdf.

4 Strategy: The Breakthrough Phase 2014-17. URL: http://integrated
reporting.org/wp-content/uploads/2015/02/1IRC-Strategy-Summary-2015.pdf.
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network of investors is a forum that attracts more than 35 global
investors’ organizations in different countries of the world*>®.

Table 1.1
Projects of the International Council for Integrated Reporting
No. | Project name Network Project content
users
1 2 3 4

1 Public Sector | Public sector | Implementing the International
Pioneer Integrated Reporting Framework in
Network order to increase its transparency

and strengthen trust in governmental
departments

2 IR-Business Business Enhancing the potential of business
Network structures entities to innovative decisions in

reporting, promoting the exchange
of experience and the best practices
of drawing up integrating reporting
and value formation in the short,
medium and long term.

3 IR-Academic | Academic Collaboration and exchange of
Network community information on the best practices for

integrated reporting within  the
framework of scientific thinking
among scientists, students, suppliers
of financial capital, governmental
bodies and all interested users.

4 IR-Network Professional | Support for the exchange of ideas,
for accountancy | knowledge, experience and
Professional organizations | resources between members of
Accountancy professional accountancy
Bodies organizations and other parties

concerned on the issues related to
integrated reporting

1% <JR> Networks. URL: http://integratedreporting.org/ir-networks/

18 Murphy,D. The evolution of public sector financial management in Bulgaria / D.
Murphy // International Journal of Managerial and Financial Accounting. — 2009. —
Vol.1/4. - P. 370.




Table 1.1 (continued)

2 3 4

IR-Banking | Banking Exchange of the best practice in the

Network sphere process of drawing up integrated
reports, preparation of specialized
practical guides for the banking
sector

IR- Insurance Association  of  insurers  and

Insurance sphere reinsurers to focus on relevant

Network aspects of applying the international
framework for integrated reporting

IR-Investor | Network of Continued collaboration  with

Network investors institutional and private investors on
the issues of identifying drawbacks
in corporate reporting and the ways
to overcome them.

IR-Pension | Network of Support in the formation of

Fund retirement integrated reports in the sphere of

Network funds retirement insurance

IR- IT companies | Support of enterprises’ interaction

Technology as to the introduction of

Initiative technological solutions, consulting
and system integration of
information and communication
technologies in the formation of
integrated reporting

Reporting has to evolve due to the necessity to represent changes
in business itself, in information technologies, in the requirements of
users'’ *°, At the same time, the idea of developing and using the
“new reporting model” is far from being new. During the periods of
economic cataclysms, it became a tradition to emphasize the failure
of the established model of financial reporting to meet the

7 Copoxuna K.B. MHTerpupoBaHHAs OTYETHOCTh — HOBAs MOJENb UL Ou3meca /
K.B. Copokuna // KoproparuBHas (uHaHCOBas OTYETHOCTb. MeXIyHapoaHbIC
craugaptel. 2011, — Ne7. — [OnexrpoHHsiii pecypc]. — Pexum mocryma:
http://www.cfin.ru/ias/manacc/integr.shtml.

18 petrova-Kirova M. Integrated Reporting —The New Direction in The Corporate
Reporting / M. Petrova-Kirova // Zoran Cekerevac. 1, Belgrade —Toronto: MESTE,
January 15, 2019. — MEST Journal, Vol. 7. — pp. 80-84.
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information needs of all interested users and to call for significant
reforming or even developing a radically new approach®. The fact
that the global application of International Financial Reporting
Standards (IFRS) has been adjusted for more than 30 years is the
proof of the difficulty of achieving global consensus when
implementing the concept of integrated reporting.

1.2 Evolution of integrated reporting

The concept of integrated reporting has become a new form of
modification of the concept of corporate social responsibility, which
began its formation in the 1950s. However, most authors remarked
the first integrated reports were formed only in 2000, and it is this
stage that is the starting point of the new concept of reporting. This is
due to the fact that the first official publication of the working
version of the Sustainable Development Reporting Guidelines, which
is one of the normative and methodological acts regulating the
process of drawing up an integrated report, took place in 2000.

The development of reporting forms and a list of indices, which
are presented in it, firstly, are directly related to the changes in the
interests of a particular group of users of accounting and reporting
information, and secondly, to the social and political conditions that
affect the activity of a specific economic entity, in particular, the
development of the economy of a country and the world in general,
and thirdly, to the legal and regulatory framework of accounting. In
addition, as it is pointed out by M.V. Koriagin and P.O. Kutsyk, the
basic priority of improving the accounting system is the progressive
or regressive development of the institutional environment®. That is
the development of integrated reporting is influenced by various
institutions, which, according to the hierarchy of the institutional
support of accounting in Ukraine by V.M. Zhuk, are expedient to
refer to as: formal institutions “in the heads of people” (professional

% | yutakova A. Comparative analysis of non-financial declarations of Bulgarian
companies / A. Lyutakova // VUZF Review, 2019. Ne 1. P. 43-57. Retrieved from
https://papersvuzf.net/index.php/VUZF/article/view/38

2 Kopsrin M.B. [Ipo6iemMu Ta IepCIeKTHBH PO3BHTKY GYXIanTepchKoi 3BITHOCTI
moHorpadis / M.B. Kopsirin, I1. O. Kyuuk. — Kuis: Intepcepsic, 2016. — 276 c., C.
28.
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accountants, auditors, owners, managers); institutions of science,
education, professional support (in particular, trade unions,
accounting editions); controlling institutions (such as State Audit
Service of Ukraine, State Fiscal Service of Ukraine, auditing firms);
regulatory institutes (in particular, the Ministry of Finance, National
Bank of Ukraine, National Securities and Stock Market
Commission); formal institutions (“rules of the game” — legislation,
National Provisions (Standards) of Accounting, instructions) ?*. The
above mentioned institutions form a methodological basis for the
presenting integrated reporting, in particular: professional
accountants must have competencies to determine both financial and
non-financial indices of integrated reporting, to present them as to
their relationship and to disclose in a comprehensible form for
interested users; auditors must know modern methods of checking
the indices of integrated reporting, to develop plans, programs, tests,
working documents of inspection; owners and managers must
determine the information needs of interested users (investors, state
bodies, population, etc.) and to establish a mechanism for collecting
and transferring information from the organization units of an
enterprise to the department where an integrated report is formed,
etc.

While studying the historical aspects of the origin of integrated
reporting, it is necessary to agree with the opinion of Ya.V. Sokolov,
who pointed out that history in no way proving the existence of
progress is, in fact, only a superficial change in forms. Interpreting
the above mentioned statement as to the subject of research, we
suppose that integrated reporting is the further development of the
other forms of reporting, therefore, it is expedient to consider the
historical retrospective of the establishing various forms of reporting,
which is associated with a number of preconditions in order to
elaborate the prospects for the further development of integrated
reporting in Ukraine and to determine its optimal structure for
different groups of users in the current context of economic
management, that is defined as the purpose of the article.

According to some authors, the development of reporting began

2L Kyx B.M. KoHIeIIis PO3BUTKY GyXraaTepchKOro 067Ky B arpapHOMy CEKTopi
exoHoMiku : MoHorpadis / B.M. XKyk. — K.: HHII IAE, 2009. — 648 c., C. 90.
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at the end of the XV century”*?. Other scholars believe that

awareness of the need for reporting can be traced in the economic
theories of the late X1 — early XVIII century®*®. Indeed, from a
scientific standpoint, conscious studies of the techniques and
methods of reporting appeared with the advent of the first accounting
technologies for systematizing, processing and disclosing economic
data. Investigating the fundamental works of Ya.V. Sokolov, M.I.
Kuter and T.N. Mal’kova devoted to the history of accounting, it is
possible to conclude that the first reports, of course, in a primitive
form were formed even BC.

Confirmation of the existence of reporting in the ancient world is
the archaeological finds of amphor remains in Rome, where the
name, number and place of origin of the products that were in them
were recorded. Specially trained people regularly visited the owners
of warehouses and, having agreed with the accounts, took a certain
part of the tangible assets in favor of the state. Thus, even in those
days, the reporting performed a controlling function and served as
the basis for tax payments. Representatives of many other nations
left original reports on their economic activity on the ruins of the
temples and palaces of the ancient civilizations, by studying which it
becomes clear that every ruler sought to inform the community about
the state of his affairs through public reports. Reporting in Babylon
was represented by the burnt clay plates, which were stored in
specially designated premises. In Athens, reports were placed on
marble and bronze slabs, which contained information about the
wealth held by the head of the family to inform each one about the
status, because the social standing depended on the size of income.
The history of origin of the property status reporting is associated
with ancient Rome, where once every 5 years, heads of families
(except poor slaves) were proposed to submit the census reporting

22 Kopsirin M.B. TIpo6remi Ta IIepCIIeKTHBH PO3BHTKY GyXralTepchKoi 3BITHOCTI :
moHorpagis / M.B. Kopsrin, I1. O. Kynuk. — Kuis: Intepcepsic, 2016. — 276 c., C.
28.

2 Veysel A. Auditor’s Assurance Engagement on Integrated Reports, monograph /
A. Veysel // Sofia, ATL-50, 2018. — 158 p.

2 TeopeTH4HI Ta METOIMYHI OCHOBH CKJIaJaHHs (iHAHCOBOT 3BITHOCTI B YKpaiHi. —
Ipmins : H/I dinancosoro npasa, 2014. — 60 c.

% JhiorakoBa A. HeduuamcopaTa [eKkiapaimusB 3aKOHA 3a CUECTOBOJACTBOTO —
usry6enu Bipe Boga / A. Jlroraxosa // UAEC, 2016. — romunaa XX. — C. 40-53.
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which described the size of family capital for fiscal purposes. The
census report was a description of the property in physical terms, and
from 312 B.C. — In monetary terms. The report disclosed information
about real estate, land, inventory, jewelry and clothing®. With the
development of society, carriers of reporting, measuring instruments,
its form and structure changed, the content of information provided
in it (from the data on the volume of harvested crop to the
assessment of environmental, social, intellectual and other indices)
was expanded and improved, and, ultimately, the information
requirements of users and information opportunities of reporting
forms changed (Figure 1.2). Analyzing the information presented in
the scheme, it should be noted that the reporting has covered a long
way from presenting information on the clay plates to the formation
of electronic reports, from drawing up only the balance sheet to the
integrated reporting, which arose as a consequence of the gradual
accumulation of experience of corporate reporting under the
influence of market requirements.

As we can see, the first integrated report in Ukraine was formed
by the SCM company (System Capital Management) in 2005. At the
same time, investigating the historical background of the integrated
reporting origin, we came to the conclusion that the first reports that
could be identified as integrated, head been formed on the territory of
Ukraine long before this event. This is confirmed, firstly, by the
investigation of the reporting structure that was formed in Kharkiv
province at the beginning of the XX™ century (during the period of
1909-1916) and its comparison with the requirements set forth in the
International Standard for Integrated Reporting (ISIR). Secondly, it
is confirmed by the fact that nowadays the structure of the integrated
report is not unified, the enterprise can independently choose the
nomenclature of its indices and profiles of presenting information,
the point is that its content meets the basic requirements of the
standard ',

% Kyrep M. W. Ucropus Gyxranarepckoro yuera kanurana / M. M. Kyrep, M. M.
I'ypckas // Byxranrepckuit yuet. — Ne 3. — 2010. — C. 106-107.

2T Beticen A.. OIMTOPCKH AHTAKUMEHTH 3a M3DA3sBAHE HA CHTYPHOCT OTHOCHO
unrerpupanu oruetu / A. Beiicen // Codust: ATJI-50. — 2018. — C. 78.
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Fig. 1.2 Periodization of the reporting development
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According to the ISIR, the structure of the integrated report
includes eight elements: the survey of the organization and the
external environment; management; business model; risks and
opportunities; strategy and resource allocation; performance results;
prospects for the future; basic principles of preparation and
presentation. Almost all of these structural elements are presented in
the Report of the Kharkiv provincial municipal council in 1913;
therefore, in order to prove the assumption that the history of
integrated reporting has been over a century, let us consider in more
detail their disclosure in the document mentioned.

1) Overview of the organization and the external environment.
Explanatory notes to the Report presented the commencement
address of the head of the council to the assembly members in which
he disclosed the financial state of the Kharkiv provincial municipal
council, the results of the budget performance of revenues and
expenditures, the amount of expenditures made solely for the needs
of the districts using budget funds of the provincial charge, long-term
loans in special capitals for provincial needs, the arrears of the
district councils to the provincial one, the situation and the flow of
amounts on all capitals of the Province during 1913. External
environment effects was revealed in the report while presenting
information on the legal regulation of presenting information in the
report, budget cuts due to the state of war, cost overruns and savings
for each district of the Kharkiv province, the worsening of the
epidemiological situation in some districts and the amount of
expenditures on its improvement.

2) Management. Since the report is a general description of the
activity of all the districts of the Kharkiv province, the report did not
disclose the structure of management for each one separately, only at
the end of each section there was presented information about the
members of the council who participated in the preparation of some
section of the report and the accountant.

3) Business model. Certainly, such a concept did not exist in the
early XX™ century yet, but if we consider the description of a
business model presented in the standard, namely: the system of
transforming resources through its commercial activity into the
products and results, aimed at achieving the strategic goals of an
organization and creating value in the short, medium and long-term
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periods, then it can be stated that the entire report is a consecutive
description of what resources of the province and how they were
used and what results were obtained.

4) Risks and opportunities. Information on the risks is presented
in the report in the “Special capitals” section, namely, in the
statement about the state and flow of debt securities issued to
individual debtors using special funds.

5) Strategy and resources allocation. The strategy is revealed in
the report as to the measures aimed at the improvement of the cattle
breeding and gardening of the province in the following reporting
period and the resources allocation is presented in detail for each
district.

6) Results of the activity. In each chapter, for each type of
activity (education, medicine, trade, etc.) information on revenues
and expenditures and cash deficit is disclosed as well as the reason of
its origin is described. Financial reports on performing income and
expenditure budget in the province are presented separately.

7) Future prospects. This section is presented in a separate report
“Review of Measures to Improve Cattle Breeding in Kharkiv
Province”.

8) Basic principles of preparation and presentation. The main
principle of the report preparation implies: “strict identification of
accounts of each of the capitals that are at the disposal of the
province, special capitals and amounts ...” %, It is also pointed out
that the report is divided into two separate parts: the first one is
reporting on the provincial district council charge and some
statements of general value; the second one is reports on all capitals,
funds and amounts.

The conducted investigation completely confirms the thesis that
the history of integrated reporting dates back to the emergence of the
ISIR and the official publication of integrated reporting by individual
companies, and its current structure was formed as a result of the
expansion of the information needs of users of accounting and
reporting information under the influence of the processes of
globalization and informatiology of social and economic relations.

% Oruers XapbKOBCKOI IyGepHCKOil 3eMCKOH ympassl 3a 1913 rox. — Xapskos: T-
Bo «[leyarnas C.I1. SIkoBneBay, ['oHUapoBckiit OyieB., 1. T-Ba, Ne6/2. — 1915 1.
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1.3. Areas of implementation of integrated reporting in
Ukraine

In recent years, the annual reporting of enterprises undergoes
dramatic changes, as the concept of sustainable development, which
has become the dominant factor of the 21st century, comes to the
fore as a crucial factor in strategic planning. It is the integrated
reporting of a company, unlike the traditional one, is able to provide
the comprehensive and most complete conception of business and
provide investors with transparent information about the tools for
establishing a company’s long-term value. For the most part,
researchers disclose the distinctions of the integrated reporting from
traditional by such indices as: capital, information structure, and
scope of reporting, accuracy of reporting elements presentation,
interconnectedness, and suitability for the forecasting, transparency,
compliance with the requirements of the law®****'. Some researchers
add to this list the briefness and timeframe2%, or the use of modern
technologies®**. The main disadvantage of each of these accounting
ideas is that indices for comparing are not systematically chosen that
impedes understanding the benefits of integrated reporting by the
general public and, accordingly, slows down its propagation in
practice. The study of the regulatory and legal framework, the

% Kormenko B. I'. VHTerpupoBaHHAS OTHETHOCT: BONPOCHI (JOPMHDOBAHHS N
anamm3 / B. T'. Korgenko, M. B. Mensauk / MexnyHapoaHbIil OyXrantepckuil yder.
—2014. - Ne 10.-C. 5.

¥ Cepedpsixosa T.IO. VHTErprpOBAHHbIHA YUET i OTIETHOCTD: HHCTHTYIHOHATBHBI
noaxox / T.}O. Cepebpsxosa // Yuer. Anamu3. Ayaut. — 2016. — Ne2. — C.29-30.

3 Kasarova V. Financial analysis / V. Kasarova. — Sofia: New Bulgarian University,
2013. —p. 6.

32 Ky3bpmenko O. A. HMHTerpupoBaHHas OTY4ETHOCTH — HOBask MOJENb OTYETHOCTH
st poccuiickux kopmopaumii / O. A. Ky3pmenko, M. B. A6pocumona //
Axanemuueckuit BectHuk. — 2014, — Ne 1 (27). — C. 102-113.

% petrova Stancheva-Todorova E. ®akropn, OKa3Bali BIHSHAE BBPXY
npoeCHOHATHUTE TPEIEeHKH Ha cueroBoautenute B bBearapus / E. Petrova
Stancheva-Todorova, 1. Ankova // T'oauurank Ha Cronanckus ¢dakyarer Ha CY ,,CB.
Kmument Oxpuncku®. — 2018. — Ne 1. — P. 289-303.

% JNomamrenxo FO. B. IHTerpoana 3BiTHICT: BIOCKOHATEHHMIT OGNk omepaiiii sk
MoKa3HKK eekTuBHOCTI AistmbHOCTI / 10. B. lomamenko / ExkoHOMiuHui BiCHHK. —
2013. — Nel. - C. 70.

% Nedelchev M. Overview of Corporate Governance in Bulgaria / M. Nedelchev //
Entrepreneurship, 2017. — VVol.V/2. — pp.70-76.
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analysis of the peculiarities of drawing up integrated reporting by the
large foreign and Ukrainian companies and determining the needs of
users of accounting and reporting information allowed concluding
that there is a conflict between the requirements of the law to the
drawing up financial reporting and the needs of management systems
which traditional reporting can not meet. Therefore, it is expedient to
disclose the advantages of integrated reporting in the context of two
outlines — regulatory and legal, system and management, by the
following indices: the conception of the system of value creation,
subject to management, coverage of indices, adaptability to the
requirements of legislative and regulatory acts, orientation in the
time frame, obligation of performing, vector of use for sustainable
development planning and transparency (Table 1.2).

Table 1.2
Advantages of the integrated reporting compared to traditional
No. Name Traditional | Integrated Advantages of
reporting reporting integrated reporting
1 2 3 4 5
Indices of regulatory and legal outline
1 Adaptability | IFRS, IIRS, risks | determined by the risks,
National of opportunities and
Accounting | entreprene | results that significantly
Provisions urship affect the ability of an
(Standards) enterprise  to  create
value and added value
2 Coverage Financial Financial reveals the results not
indices and non- only of objects that are
financial subject to monetary
indices valuation, but also of
operations that can be
characterized using
non-financial  indices,
that  contributes  to
improving the quality
of interaction  with
investors and  other
parties concerned
3 Obligation Obligatory | Non- demonstrates the desire
obligatory | of owners to
promulgate not only
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Table 1.2 (continued)

5

information on  the
results of the financial
and economic activity,
but also its
environmental and
social consequences

Transparency

Not high

High

discloses to all parties
concerned information
as to the objectives of
activity, legal,
institutional and
economic foundations,
substantiation of the
principle decisions in
the ecological, social
and economic spheres
intelligibly and in a
timely manner

Indices of the system and management outline

Orientation Past events | Future is oriented towards the
future, taking into
account strategic goals
and all kinds of risks,
allows forecasting the
company’s
development in the
short-, medium- and
long- term.

Object Financial All types | forms a toolkit for

capital of capitals | managing not only
financial capital, but
also productive,
personnel, intellectual,
natural and social, their
interdependence in
achieving success

Object Financial All types forms a toolkit for

capital of capitals | managing not only
financial capital, but

also productive,
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Table 1.2 (continued)

1 2 3 4 5

personnel, intellectual,
natural and social, their

interdependence in
achieving success
3 Conception Isolated Integrated | allows introducing

modern tools  for
monitoring, managing
and transferring
accounting and
reporting information to
stakeholders as to the
complex system  for
creating value at an
enterprise and prospects
for activity that provides
additional opportunities
for creating new sources

of income
4 Vector Tactical Tactical is suitable not only for
and solving tactical

strategic management  purposes,
but also for strategic
planning of the
company’s activity,
since it takes into
account short-, medium-
and long-term factors

Introducing the concept of value-oriented management into
practice of foreign companies contributed to the emergence of more
than 10 new reporting models focused on increasing the transparency
of business by means of disclosing non-financial information,
namely: Jenkins Report, Tomorrow’s Company Report, 21* Century
Annual Report, Inevitable Change, Inside Out, Value Reporting,
Sustainability Reporting (GRI), The Brooklings Institution, Value
Dynamics, Enhanced Business Reporting, Integrated Reporting. The
presented reporting models are expedient to use as a framework for
developing the concept for the creation of integrated reporting in
Ukraine. In addition, although changes in European legislation
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directly affect only Ukrainian companies operating in the
international markets, they can be partially implemented today into
the national reporting practice. At the same time, in Ukraine the issue
of integrated reporting should be considered not only at the corporate
level. It is necessary to develop effective measures as to promoting
and implementing the elements of integrated reports in the public and
academic sectors, insurance and banking, in the network of investors
and retirement funds, at the level of IT companies and professional
accountants (Table 1.3).

The conducted systematic and chronological analysis of the
content of the current Projects of the International Integrated
Reporting Council and its advantages compared to the traditional one
indicates the necessity of the new innovative approach to the
formation of accounting and reporting information in world practice
and contributes to scientific research on the issues in focus.
Integrated reporting is the most advanced among the existing
initiatives aimed at disclosing in the economic entities’ reporting
non-financial indices that characterize not only economic but also
social and environmental aspects of sustainable development. Only
integrated reporting provides tools for disclosing information about
such types of an enterprise’s capital as production, financial, human,
intellectual, social and natural. Obviously, taking into account
Ukraine’s course onh European integration and global trends in
legislative regulation of issues related to the formation and disclosure
of information on the activities of economic entities, it is possible to
state that such practices will be distributed, so Ukrainian companies
should be prepared for this.

Table 1.3

Perspective tendencies of activity on the implementation of

integrated reporting in Ukraine

Sector Measures taken Avreas of development
1 2 3

Public sector | Unified web-portal for development of the state
using public funds portal of integrated reporting
e-data.gov.ua; of companies; introduction of
public expenditures the system of public control
monitoring system of the government action;
prozorro.org development of the integrated

information and analytical
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Table 1.3 (continued)

3

system of the body of state
authorities and local self-
government bodies;
integration of the databases
and services at the Cabinet of
Ministers level; development
of legal and regulatory
framework for integrated
reporting and measures to
motivate enterprises to its
formation

Business
sector

Formation of the integrated
reporting by Ukrainian
companies: “Obolon”,
“Nibulon”, “Arterium”,
“Tetra Pak”, etc.;
translation of ISIR into
Ukrainian

changing attitude to the
functions of the accounting
service and the role of
accounting and reporting in
the management system;
making additions to the
accounting policy on the
issues of formation of IR;
formation of working groups
at the enterprises for the
development of integrated
reporting and its
promulgation

Academic
sector

conducting annual
international conferences
in Ukraine “IIRS and
Integrated Accountability:
Present and Future”;
participation of Ukrainian
researchers in the “World
Congress of Accountants”;
teaching “Integrated
Reporting” discipline in
some universities of
Ukraine

public discussion of the
advantages of integrated
reporting at specially
organized international round
tables; reporting on the
advantages of IR to the
entrepreneurial structures;
introduction of knowledge
about the best practices of IR
in curricula at teaching
disciplines of the accounting
cycle at universities

Professional
accountants
organizations

Providing outsourcing
services for the formation of
IR; development of the
programs for certification and
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Table 1.3 (continued)

1 2 3
Concluding “Memorandum on advanced training of
Mutual Understanding” by the accountants on the IR
International Federation of issues; providing
Accountants (IFAC) together entrepreneurial
with the International Integrated | structures with
Reporting Committee (IIRC); professional consulting
involvement of the Federation of | on the issues of IR
Professional Accountants and
Auditors of Ukraine (FPAAU)
to discussing the Draft of the
Principles of Integrated
Reporting; conducting the
International Forum
“Accounting Community of
Ukraine: Facing European
Challenges” by the Center for
Financial Reporting Reforms of
the World Bank and FPAAU
Banking presentation of the analysis of introducing issues on
sphere the applying the concept of the formation of IR in
“capitals” in the IR by the the banking sector into
banking sector of the Banking the “Strategy of
Network of the International development of the
Committee on Integrated banking system of
Reporting; organization of Ukraine 2016-2020”
international conferences “IFRS
and Integrated Reporting:
Present and Future” by the
NBU;
the formation of integrated
reporting by Ukrainian banks
“Nadra”, “Platinum Bank”
Insurance functioning of the information- development of
sphere analytical subsystem of the technological platform

Govermental Financial Services
Commission;

selling policies and paying
insurance premiums by means of
digital signatures and electronic
money; introduction of the

for automation of
processes of registration
and processing of
integrated reporting
with the use of
electronic and digital
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Table 1.3 (continued)

2

3

system of electronic document
circulation

signature for non-
governmental insurance
companies and credit
unions; increasing the
effectiveness of
cooperation between
insurance
intermediaries and
insurers, reducing the
number of fraud cases
in the insurance
business

Investors
network

a joint project of ACCA and
Longitude Research on the
study of changes in the set of
investors’ requirements to
corporate financial reporting;
foundation of the coalition of
investors’ organizations Ceres;
introduction of integrated
reporting standards

listing at the world stock
exchanges to the requirements

development of
measures to increase
the confidence of
foreign investors in the
data of integrated
reports of Ukrainian
companies;

creation of a public
organization of
investors in Ukraine
and its entry into the
global network of
investors;
development of
recommendations on
the disclosure of
information on social,
managerial and
environmental policies
by Ukrainian
companies

Network of
retirement
funds

functioning of the information-
analytical subsystem of the
Govermental Financial
Services Commission

development of the
technological platform
for the automation of
the processes of
registration and
processing of integrated
reporting using
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Table 1.3 (continued)

1 2 3

electronic and digital
signature for non-
governmental
retirement funds and
administrators of non-

governmental
retirement funds
IT sector technological platforms for developing electronic
accounting, the formation and formats of exchanging
disclosure of financial data in the XBRL
reporting format (eXtensible

Business Reporting
Language) for
preparing financial and
non-financial reporting
in accordance with the
principles of IFRS,
Basel and Solvency,
which will allow the
describing the reporting
and the obtained
analytical information
in the language of the
baseline data grouped
in the data model

The introduction of the developed areas for implementing
integrated reporting in Ukraine will allow Ukrainian companies
beginning preparation of reporting with significant non-financial
indices, paying more attention to the policy of disclosing
environmental, social, economic elements of capital in the reporting
and increasing investment attractiveness of business. In turn, the
perspective areas of further research should become seeking
solutions to the problems of optimizing the structure of indices of
integrated reporting, preventing the increase of the level of
information noise in the integrated reports, using an integrated report
as a means to overcome information asymmetry and increasing the
level of investors’ satisfaction.
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PART 2

METHODOLOGICAL PROVISIONS OF
IMPLEMENTATION OF INTEGRATED REPORTING IN
ACCOUNTING PRACTICE

2.1 Formalization of the category and terminological
framework of integrated reporting

The main problem of implementing integrated reporting in
Ukraine is the lack of clear requirements as to its preparation.
Significant discrepancies in the formats of integrated reports of
different companies complicate the comparison of accounting and
reporting information and verification of its reliability. In addition,
the complex issue is to ensure the possibility of taking into account
the interests of all groups of stakeholders in one report, as well as the
necessity of the correct identification of the indices that most fully
disclose the specificity of enterprises’ activity in various sectors of
the economy®**. According to experts from “Ernst & Young (CIS)
B.V.” one of the ways to overcome the problem of spreading the
practice of preparing integrated reporting by enterprises is to
immediately ensure the uniform terminology and the development of
unified approaches as to understanding the essence of concepts the
definitions of which are not provided by the current standards®.

The companies “Ernst & Young” (an international leader in audit,
taxation, contract support and advisory services) and the GreenBiz
Intelligence Panel (initiator of the research and organizer of the
activities aimed at accelerating the development of the sphere of the
media sector’s sustainable development) conducted a poll among the

% Jarosckas E.A. WuterpupoBaHHas MOZEIb OTYETHOCTU: NPEUMYLIECTBA U
HEJIOCTaTKU NpHUMEHeHus. BecTHHk BpecTckoro rocynapcTBEHHOTO TEXHHUYECKOTO
yauBepcutera. 2012. Ne3. C. 34.

3 Kitanov Y. Non-financial declaration. Theoretical aspects. / Y. Kitanov // VUZF
Review, 2018. — Ne 3(6). — Pp. 43-56.

® Illects Tenpennuii B 06macTu ycToluuBoro passurus xommanuii B 2013 rony.
HUccnenosanue, mpoBeneHHoe kommanueid EY coBmectHo ¢ GreenBiz Group
[Onexrponnuit pecypc]. Pexum JOCTyHa:
http://www.ey.com/Publication/vwLUAssets/EY -Six-growing-trends-in-
sustainability-2013-RUS/$FILE/EY -Six-growing-trends-in-sustainability-2013-
RUS.pdf

31



managers and leading experts as to the development and
implementation of the corporate strategy in the field of
environmental protection and implementation of integrated reporting
in order to identify other problems of implementing integrated
reporting in the activity of enterprises. 282 respondents representing
17 sectors of the economy and working in the companies with annual
turnover of more than $ 1 billion participated in the poll in which
they shared their knowledge and forecasts as to corporate initiatives,
legislative changes and academic achievements that are the focus of
the expert community attention and have a direct or indirect relation
to the process of forming integrated reporting and implementing the
concept of sustainable development. The survey conducted allowed
dentifying the problems that hinder the spread of the practice of
forming integrated reporting. The systematized results of the survey on
the implementation of integrated reporting are presented in Figure 2.1.

Based on the results of the survey it can be stated that the concept
of integrated reporting is quite new and, in this respect, enterprises
face a number of problems in its promotion, one of which is
terminology. Particular difficulties arise when filling the
environmental and social components of reporting, when defining
the concepts of “natural”, “intellectual”, “socially-reputational™ and
“human” capital, and differentiating their components and defining
the indices that should be disclosed in the context of each of them.
The issues of developing an adequate accounting and reporting
terminology for preparing integrated reports and ensuring the
concept of sustainable development became especially topical after
the New York Summit on Sustainable Development in 2015, when
193 United Nations member-states unanimously adopted The New
Global Sustainable Development Program, which contains 17 goals
that the world has to achieve by 2030 (Table 2.1).

UN Secretary-General Ban Ki-moon pointed out during his
speech at the summit: “The real test of commitment to the Agenda-
2030 will be its implementation. We need actions from everyone and
everywhere. Our reference point is the Seventeen Sustainable
Development Goals. They are a list of compulsory affairs for people

and the planet, a plan for achieving success” .

% 17 wmimeit cramoro po3BUTKY [DneKTpoHHBIH pecypc]. PexmM mocryma:
www.globalgoals.org/
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Fig. 2.1 The problems in the course of integrated reporting
preparation

The ways of achieving the goals of the global concept of
sustainable development identified at the Summit should be the
guideline for the activities of every citizen, every enterprise, state
and society as a whole. To solve them it is necessary to expand the
boundaries of integrated reporting so that each section of it answers
the question: “What has been done or is planned to do in order to
achieve one of the seventeen goals of sustainable development?”
However, it is integrated reporting that is a concept of considering
the issues of sustainable development as an integral part of core
activities from management and communication perspectives®. As
the representatives of the audit company Deloitte point out: “Under

4 TurerpoBana 3BiTHicTb: BapianTH possutky KPMG: Caiir Llenty «P0O3BHTOK
KCB». [Enexrponnuii pecypc]. Pexxum nocrymy : http://csr-ukraine.org/news
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current conditions of economic management it is not enough for a
successful company just to get a high profit. It must carry out its
activity in a way that conforms to ethical principles and principles of
social responsibility that is minimizing the negative impact on the
environment, taking into account the interests of all groups of
stakeholders and having a positive impact on the society as well as

9941

on the planet as a whole™™".

Table 2.1
The goals of the global program of sustainable development until
2030
Goal No. Brief interpretation of Directions for achieving the goal
the goal
1 2 3
Overcome poverty all | - protection through the state social programs;
Goal1 | Over the world and in | - provision of the property rights and access to
all of its aspects financial resources for the poor on a parity
basis with others
Overcome hunger, - equal access to land and other natural
improve availability | resources, finance, knowledge and markets;
Goal 2 and quality of food, | - the productivity and incomes of small food
and stimulate | producers should be doubled;
sustainable agriculture | -access to safe, nourishing food in sufficient
volumes
Ensure health support | - overcoming epidemics of AIDS, tuberculosis
and promotion of the | and malaria
Goal 3 | healthy lifestyle for all | - reduction of the number of deaths and
people regardless of | diseases due to the pollution of air, water and
age soil with dangerous chemicals
Ensure comprehensive | - Full free and high-quality elementary and
and equitable access | secondary education for all children of the
to  education and | planet;
extend lifelong | - affordable and high-quality higher education
G learning opportunities | for both men and women affordable and high-
oal 4 o .
quality higher education for both men and
women;
- the inclusion of knowledge and skills for
promoting the principles of sustainable
development to the educational materials

* Integrated Reporting: a Better View? [Snexrponnsiit pecypc] / Deloitte. Global

Sustainability and Climate

Change

Services. 12 p.

Pexum pocryna:

http://www.deloitte.com/assets/Dcom-
Global/Loal%20Assets/Documents/Sustainability%20and%20Climate%20Change/d
ttl_Deloitte_Integrated_Reporting_a_better_view_Sep_2011.2.pdf
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Table 2.1 (continued)
3

1 2
Achieve gender equality | - elimination of discrimination and ill-
and strengthen women’s | treatment;
rights - the value of unpaid homework must be
recognized through the provision of social
Goal 5 : h -
assistance and public services and the
provision of equal opportunities for
participation in social, political and economic
life
Ensure water | - improving water quality by reducing
availability and water | pollution, decreasing untreated emissions and
G purification as well as | increasing levels of safe water reuse
oal 6 - - - -
sustainable management | - ensuring sustainable use and reducing the
of water resources number of people suffering from water
scarcity
Ensure the wuse of | - access to reliable, safe and sustainable
affordable, reliable, safe | energy sources
and sustainable energy | - the share of renewable energy sources
G for all residents should increase substantially, and the rate of
oal 7 L -
energy efficiency improvement should double
- strengthening international cooperation for
research and technologies in the field of
renewable energy
Stimulate  sustainable | - the growth of the national economies in the
and integral economic | world and diversification of the activity areas,
growth, full and | technological renovation and innovations
productive employment | - increase in consumption and resource
Goal 8 - - - .
and decent working | efficiency and decrease in environmental
conditions degradation (decoupling)
- liquidation of modern slavery and human
trafficking
Develop a sustainable | - an increase in the share of industry in the
infrastructure, promote | employment
comprehensive and | - modernization of industry and introduction
Goal 9 | sustainable of environmental technologies into industrial
industrialization and | processes
accelerate innovations - strengthening research studies aimed at
innovations and sustainable development
Reduce inequalities | - growth of income of poorer people
within and between | - provision of social, economic and political
countries rights
Goal 10

- reforms in the area of taxation, wages and
social protection
- facilitating migration and mobility of people
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Table 2.1 (continued)
3

1 2
Make cities and other | - access to safe and affordable transport
settlements systems
comfortable, safe, | - improving road safety and expanding public
Goal 11 | sustainable and | transport systems
environmentally - strengthening activities for the protection
friendly and preservation of the world’s cultural and
natural heritage
Ensure sustainable | - achievement of sustainable management
consumption and | and efficient use of natural resources
G production practices - restructuring of tax systems and elimination
oal 12 - g
of environmentally harmful subsidies
- including information about non-financial
aspects of activity to reporting
Take immediate | - enhancing sustainability and adaptability to
measures to combat | natural disasters associated with climate
climate change and its | change
Goal 13 | consequences - start the full-fledged activities of the Green
Climate Fund and assign $ 100 billion a year,
starting from 2020, for the needs of
developing countries
To save and make | - sustainable management and protection of
sustainable use of the | marine and coastal ecosystems and the
resources of the oceans, | introduction of the effective mechanisms for
Goal 14 | seas and marine | regulating catches of fishery resources
ecosystems for their | - minimizing the oxidation of the oceans, due
sustainable to the intensification of scientific cooperation
development at all levels
Preserve, restore and | - reduction of species extinction and
promote the sustainable | biodiversity loss
use of terrestrial | - reducing the impact of invasive species on
Goal 15 | ecosystems, sustainable | the terrestrial and aquatic ecosystems and
forest  administration, | increase in funding for the conservation and
halting land degradation | sustainable use of ecosystems and biological
resources
Promote sustainable | - the eradication of humiliation, exploitation,
development of | human trafficking and all forms of ill
peaceful communities, | treatment and abuse against children
provide and develop | - ensuring equal access to justice
Goal 16 | effective, accountable | - reduce corruption and bribery in all of their

and equal for everybody
government authorities
at all level

aspects
- effective, accountable and transparent
government institutions
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Table 2.1 (continued)
3

1 2
Strengthen - strengthen the ability of countries to raise
opportunities for | financial resources for sustainable
sustainable development
Goal 17 | development and | - development, transfer and dissemination of
intensify international | environmental technologies
cooperation in thisarea | - improve the system of collecting tax and
other revenues due to the foreign aid

The first step in successful overcoming the difficulties born by
the goals of sustainable development and the scientific substantiation
of the structure and indices of integrated reporting, as one of the
means of achieving them, is the standardization of the conceptual
framework of integrated reporting. The level of terminology is a
reflection of the level of achievements of scientific and technological
development of both the country as a whole and a separate branch of
scientific knowledge. In Ukraine, the issue of standardization of the
integrated reporting terminology became especially acute after the
adoption of the Decree of the President of Ukraine dated January 12,
2015, No. 5/2015 “Strategies for sustainable development “Ukraine-
2020” *, which includes 4 vectors of implementation (Figure 2.2).

In order to develop a conceptual and terminological framework
for integrated reporting and to determine the list of definitions, terms
and concepts that require adjustment and clarification, first of all, it
is necessary to investigate the provisions of the legal and regulatory
framework for integrated reporting. The main and still the only one
normative document that regulates the organizational and
methodological provisions for preparing an integrated report and the
procedures for integrated reporting is the International Standard for
Integrated Reporting, adopted by the International Council for
Integrated Reporting in 2013. The integrated reporting model
described in it is based on seven leading principles and consists of
seven structural elements (Figure 2.3).

2 Crpareris cramoro posButky «Ykpaima — 2020» Bim 12 ciums 2015 poky.
[Enextponnuit pecypc]. Pexum JIOCTYITY:
http://zakon5.rada.gov.ua/laws/show/5/2015?nreg=5%2F2015&find=1&text=%E7%
E2%B3%F2%ED&x=0&y=0
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Reform of the national security and
defense system

Reform of the defense industry complex
Judicial reform

Deregulation and development of
entrepreneurship

[Small and medium business
development program

Tax reform

Reform of the protection of
leconomic competition
Corporate law reform

Financial sector reform

Capital market reform

Reform of the sphere of labor
relations

Transport infrastructure reform
Telecommunications
infrastructure reform

Program of participation in Trans-
European Networks

Reform of the state customs
affairs and integration into the
customs community

Monetary policy reform
Ukrainian export development
program

Energy industry reform

Energy efficiency program
IAgriculture and fisheries reform
Land reform

Reform of housing and communal
services

Statistics reform

Investment attraction program
Reform of the diplomatic service
Reform in the sphere of public
procurement

Reform of the state financial
control and budgetary relations
Civil service reform and
optimization of the system of
public authorities

Reform of the state property
management

Renovation of power and anti-corruption
reform

E-government program

Reform of the law enforcement system
Program of energy independence
Intellectual property protection reform
Environmental protection program

Security
vector

Strategy for
sustainable
development
“Ukraine-
20207

/Sevelopmen‘
N vector

Responsibili
vector

Pride
vector

Program of popularizing Ukraine in the
world and promoting Ukraine’s interests in
the worl's information space

The program of*“Ukraine” brand creation
Reform of the awarding procedures
Innovation development program
Development of information society and
media

Reform of state policy in the sphere of
science and research

Ukrainian space program

Tourism development program

State policy reform in the sphere of culture
Program of development of national cinema|
production

Program of development of national

publishing industry

Reform of the state policy in the sphere of
sports

Talent recruitment program

Decentralization and state
management reform

Regional policy reform

The program of national unity
land support of national
minorities

Constitutional reform

Reform of electoral
legislation

Reform of the social
protection system

Pension reform
Health care reform

Reform in the sphere of food
products safety and quality

Reform in the sphere of
lconsumer protection

Program of popularization of
physical culture and sports

Healthy lifestyle and
longevity program

Education reform

Development program for
children and youth

Fig. 2.2 Vectors of implementation of the Strategy for sustainable
development “Ukraine-2020”
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Fig. 2.3 Formalization of the conceptual foundation for sustainable
development of business in the integrated reporting model
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Researchers in the area of sustainable development define
integrated reporting mainly as a combination of elements of financial
and non-financial reporting®.

Certain authors interpret it as a reporting model that involves the
integration of traditional financial reporting, normatively
standardized, and non-financial information, including information
related to sustainable development, in order to fully reflect the
factors of the creation of enterprise value***.

In our opinion, approaches to the definition of integrated
reporting which focus only on combining elements of financial and
non-financial reporting somewhat constrict the object of research.
Investigation of the most common definitions of integrated reporting
in the works of scientists and professional organizations studying the
peculiarities of its formation (Appendix B, Table 2.2) allowed
revealing the following trends:

- most scientists associate the processes of forming integrated
reporting with the availability of a clear integrated format which
includes financial statements (A. Vyruchaeva, U. Roschektaeva, M.
Koryagin, P. Kutsyk, R. Kostyrko, representatives of the CBB
community, O. Kuzmenko, O. Grytsenko, M. Abrosimova) *4"%
and outlines the concept of the plans and prospects of a company’s
development (L. Gerasimova, O. Korobkova, Yu. Domashenko) “**°

43 bynexko O.B. Po3BUTOK Ta HEOOXINHICTH CKJIaJaHHS IHTETPOBAHOI 3BITHOCTI.
HayxoBwuii BicHUK XepCOHCHKOTO JIep)KaBHOTO yHiBepcutery. Bumyck 6. Uactuna 5.
2014. C. 114-117

4 Jlarosckas E.A. WuterpupoBaHHas MOZEIb OTYETHOCTU: NPEUMYLIECTBA U
HEJOCTAaTKH TpHMeHeHns. BecTHHk BpecTckoro rocynapcTBEHHOTO TEXHHYIECKOTO
yauBepcutera. 2012. Ne3. C. 34.

* Stoeva L., Markoff 1., Zhiyanski M. National Forestry Accounting Plan of
Bulgaria, including Forest Reference Levels for the period 2021-2025, 2018. URL:
https://www.moew.government.bg

46 BripydaeBa A. OcCOOCHHOCTM WHTETPHPOBAHHON OTYETHOCTH. AKTYyasbHas
oyxrantepus. 2013. Ne 10. C. 97-100.

4" Powekraesa Y.10. WHTerpupoBaHHas OTYETHOCTb KaK HOBBIM YpPOBEHb Pa3BUTHS
KopnopaTtuBHOil oryeTHOCTH. Hayunslif BectHuk JOUM. Nel. 2016. C. 40-44. c. 42
8 Kopsrin  M.B., Kymux II1.O. IIpobGmemnm Ta TIEpCIEKTHBH PO3BHUTKY
OyxranTepchKoi 3BiTHOCTI : MoHOTpadis. JI. : JIKA, 2016. 276 c.

49 T'epacumona JI.H., Kopo6kosa O.C. Pa3Butne MHTErpHpPOBaHHOM OyXraaTepcKoi
oTyeTHocTH B Poccun. DOxoHomuka u ynpasieHue B XXI| Beke: TeHAEHIHH

pasButus. 2014. Nel7. C. 85-88.
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and the impact of the economic activity on the environment (T.
Slepneva, L. Khoruzhy)*;

- despite the widespread association of integrated reporting and
sustainable development reporting, only some authors include this
feature in the interpretation of this concept (U. Roschektaeva, R.
Kostyrko, O. Kuzmenko, M. Abrosimova, N. Malinovska);

- some authors consider reflection of the process of creating value
in the broad sense the key aspect of integrated reporting (V.
Maksimova, R. Kuzina) *?, while others limit the result of integrated
reporting to economic aspects (L. Gerasimova, O. Korobkova).

In our opinion, such a difference in views arises as a result of the
lack of the common opinion and the mistaken association of the
concepts of “integrated reporting” and “integrated report”.
Overcoming the existing gaps in theoretical support and developing
an effective terminological framework of reporting for sustainable
development will be allowed due to building a hierarchy of concepts
in accordance with the objective reality and practice of ontological
knowledge which exists irrespective of our knowledge. Regarding
the object of research we propose to consider the hierarchy as the
structured set of views, evaluations, concepts that define the general
understanding of integrated reporting and the place of its particular
elements (Figure 2.4).

Integrated reporting is a model for reporting on sustainable
development in an integrated report. Theoretical and methodological
support of integrated reporting in Ukraine was laid by the works of
scholars which became the foundation of the national model of
sustainable development (M. Rudenko, V. Vernadsky, P. Sabluk, V.
Zhuk, V. Shevchuk, and others).

50 Homamenko 0. B. [urerpoBana 3BiTHICTh: BIOCKOHATICHHUI OOJIK OIMepariii sk
MOKa3HUK C()EeKTUBHOCTI JisTbHOCTI. EKOHOMiuHHMI BicHMK HarioHaapHOTO
ripandoro yHiBepcurety. 2013. Ne 1. C. 65-72.

! Crnemmesa T. H., Xopyxuit JI. W. VHTerpupoBaHHas OTY4ETHOCTb: HCTOPHS
pa3BUTHA M HEOOXOIUMOCTH NPHUMEHEHHs [DIeKTpOHHBIH pecypc]. CTymeHdecKuit
Hay4dHbIH (opyMm : Marepuansl V. MexayHap. CTyA. J€KTpOH. Hayd. koH). M.,
2013. Pexxum moctyna : http://www.scienceforum.ru/2013/pdf/8799.pdf

°2 Maxcimopa B.®., Kysina P.B. Jleski muranms GopMyBaHHs cKiaxy (iHAHCOBHX i
HeiHAHCOBMX  TOKAa3HHWKIB  iHTerpoBaHoi  3BiTHOcTi. HaykoBuii  BiCHHK
MykauiBcbkoro nepikaBHoro yHiBepcutery, 2015. Cepist EkoHomika. Bumyck 2(4).
Yactuna 1. C. 243-249
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Table 2.2
Analysis of scientific approaches to defining “integrated

reporting”
The main aspects in treating 1 2 | 3| 4 5 6 | 7
< S o
oy |28 |2|EZ 2
S5 |5|S|2 /8¢ |x|E
0 < < = o o 2 (1] o
z< |2 |3|€|ox <
3 (o |<|2]28 3
= 5 | - =
one clear, interconnected and + + +
comparable integrated format
information on: finance +
public monitoring +
environmental issues + + +
social aspects + + + +
non-financial indices +
economic aspects +
plans and prospects of a firm’s + + +
development
financial reporting + | +
management reporting +
sustainable development +
reports
corporate management and + + + +
remuniration reports
integrated report preparation + +
integrated thinking + +
the process of collecting, +
consolidating and analyzing
indices
quantitative and qualitative +
indices
reporting period for +
preparation
the specificity of the value + | +
creation process
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Table 2.2 (continued)

The main aspects in treating

0]

-
o

11

12

13

14

15

M.V. Koryagin

P.O. Kutsyk
Community SRB

Maksimova V.F.,

Kuzina R.V..

Kostyrko R.O.

Grytsenko O. L.

0. A. Kuzmenko,

M. V. Abrosymova

Kopkova E.S.

N.V.

Malynovska

one clear, interconnected
and comparable integrated
format

information on: finance

public monitoring

environmental issues

social aspects

non-financial indices

economic aspects

plans and prospects of a
firm’s development

financial reporting

management reporting

+

+

sustainable development
reports

corporate management and
remuniration reports

integrated report preparation

integrated thinking

the process of collecting,
consolidating and analyzing
indices

quantitative and qualitative
indices

reporting period for
preparation

the specificity of the value
creation process
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INTEGRATED REPORTING
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- technological - social
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- accounting - scientific and technical
- analytical - statistical
- tax - legal

C INTEGRATED REPORT )

Fig. 2.4 The process of forming an integrated report

These scholars were the first to emphasize that the basis of
sustainable development is the unity of the three components —
economic and social development and maintaining supportive
environment, and also to point out that practical measures on
creating the preconditions for a motive transition to principles of
sustainable development should be taken in order to resolve the most
painful problems for humanity®. Agreeing with the statement of the
classicist that the entire globe’s added energy originates from an
accounting book™, we will answer the question whether accounting
science can contribute to the ideas of sustainable development.

The tasks set to accounting require solving a wide range of
problems: in the global economy and in the redistribution of
resources in the national economy, and in ensuring social parameters,
socio-economic development, ensuring economic security of
enterprises at the corporate and state levels, maintaining natural and
biological potential of the country and other®™°. In order to fulfill

%% (DisndHa eKOHOMisi Y BEMipaX Teopii i MPAKTHKH TOCTIONAPIOBAHHS: KOJCKTHBHA
moHorpagis. / 3a pex. 10.0. Jlymenka, B.M. Kyka, B.O. IlleBuyka, O.B.
Xomakisewkoi. K.: HHIL «IAE», 2013. 502 c., C. 196-197.

** Pynenko M. JI. Dueprus mporpecca. K. : Muxaiimora A. A., 2010. 544 c., C. 243.
*° (DisnuHa eKOHOMis Y BUMIpaX TEOPii i MPAKTHKH TOCIOAAPIOBAHHS: KOJICKTHBHA
moHorpadis. / 3a pex. 10.0. Jlymenka, B.M. XKyka, B.O. IlleBuyka, O.B.
Xonakisebkoi. K.: HHIT «IAE», 2013. 502 c., C. 343.
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these tasks in addition to traditional financial indices, non-financial
indices of the company are required, the availability of which will
make it possible to change the quality of accounting information, to
represent the characteristics of the impact of the environment, social
and supervisory factors in it. Analyzing the content of the specific
elements of the accounting method it is possible to assert that such
information can be created only in the reporting process which will
ensure the formation of reports according to the new model.

With regard to the new reporting model T. Efymenko, V. Zhuk
and L. Lovinska emphasize that it should combine the factors of
ecological and social state administration and financial results and
should become a reflection of the concept of sustainable
development in the information environment which the international
community recognizes as a new ideology of the XXI century®’. In
this context it is worth highlighting the boundaries of information
basis for an integrated reporting that will ensure the transition from
the system of financial capital to the market system of inclusive
capital.

The first general concept of integrated reporting was provided by
the International Integrated Reporting Committee (IIRC) in the IIRS
project, which, according to the definition, is a process that results in
submitting information by the organization that are stated in the
release of a periodic integrated report on value creation over a period
of time®. At present the ISIR provides a more comprehensive
definition of integrated reporting, namely, a process based on the
integrated thinking resulted in creating a periodic, integrated report
of an organization on value creation over a period of time and related
documents concerning the aspects of value creation®. Thus, in the

% Zhelyazkova V. Climate Change and Environmental Risk Managmenet in the
Activities of Financial Institutions. Publishing House Sveti Grigorii Bogoslov, Sofia,
2013.
% €pumenko T. L, XKyk B. M., Jlosincska JI. I'. Iudopmaris B aHTHKPH30BOMY
YIpaBIiHHI: TNT00ANFHAN acTeKT CTaHAapTH3amii o0miKy Ta (iHAHCOBOI 3BITHOCTI :
[Monorpacdis]. Jepx. HaBu.-Hayk. ycraHoBa "Akax. ¢in. ymp.". Kuis : JHHY
"Akan. ¢in. ynp.", 2015.399 c., C. 221.
%8 IIpoexT MixHapoxHOTro (hopmaTy iHTerpoanoi 3BirHOCTI <IR>. [EneKTpoHHHIA
pecypc]. Pexxum mpocrymny: bdo.com.ua/integrirovannaja_otchetnost.
MexayHapoAHbId CTaHAAPT WHTEIPHUPOBAHHON OTYETHOCTH [DIEKTPOHHUI
pecypc]. Pexxum poctyna: http://integratedreporting.org.
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standard, integrated reporting is treated as a process which product is
an integrated report. However, the definition given in the standard
does not provide clear information on what related documents should
be part of an integrated report.

According to the definition of the concept of integration, given in
the philosophical dictionary, integration (Lat. Integratio — recovery,
filling, from integer — the whole) is the part of the development
process associated with unifying previously unequal parts and
elements as a whole®®. At present time, the term “integration” is
gaining momentum as an important step in the evolution of
consolidated reporting around the world®. Accordingly, the process
of integrated reporting lies in the fact that information from various
documents is reflected in the integrated report and it is logical to
predict that this should be a single document. It is this that the
American scientist R.R. Eccles insists on, who claims: “An
integrated report is the only document that includes financial and
non-financial information about the organization’s activities”®. S.
Adams and R. Simnett point out that ... integrated reporting is a new
reporting paradigm that is coherent, strategic, adaptive, essential and
relevant to different time measurements”®.

Thus, we propose to understand integrated reporting as the
process of collecting, consolidating, synthesizing and analyzing
guantitative and qualitative indices that characterize the ecological-
social-economic, financial-economic activity of an enterprise, that
results in the formation of a periodic integrated report that contains
useful information as to creating value in the short, medium and
long-term perspective. The key concept of this definition and the
main task of integrated reporting is an integrated report, the meaning

60 Ounocodekuii FHIMKIONeANYEcKHi cioBapb. M.: CoBeTckast sHUMKIoNequs. [
penaxuus: JI. @. Uneuués, I1. H. ®enoceen, C. M. Kopanés, B. I'. [Tanos. 1983.

1 Banamosa H.H., Menuxos B.A. Pa3zButie MeTom0I0TuN OpraHU3allui CUCTEMBI
MHTETPUPOBAHHOTO y4YeTa W MeXaHW3Ma BepHU(UKAIMA HWHTETPUPOBAHHON
OTYETHOCTH TpPYNIBl KoMmaHuil: MoHorpagus. Bomrorpax: ®I'BOY BO
Bourorpanckuii AV, 2015. 128 ¢., C. 9.

62 Robert G. Eccles, Michael P. Krzus Don Tapscott One Report: Integrated
Reporting for a Sustainable Strategy, 2010. P. 115-121.

8 Adams S., Simnett R. Integrated Reporting: An Opportunity for Australia’s Not-
for-Profit Sector. AustralianAccounting Rewiew. 2011. Vol.21. Issue 3. P. 292-301.,
C.292.
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of which is to provide information support in finding reserves for
sustainable development and improve the activity of an enterprise in
the determined areas, which will be considered in the next paragraph
of the monograph.

2.2 Influence of economic flows on the process of forming an
integrated report

According to T. Lessydrenska, the Head of the business ethics
program GlobEthics.net Global Reporting Initiative (GRI), “an
integrated report is, first of all, a strategic analysis that is virtually
managerial reporting, a platform for managing the company”®. H.
Drager, IIRC External Relations Manager, notes that “an integrated
report is a report that represents strategic arecas of a company’s
development and how it works with resources”®. A more meaningful
interpretation of the integrated report is given by L.N. Gerasymova
and O.S. Korobkova who point out that an integrated report is the
only document that presents essential and accurate information about
the company’s strategy, the corporate management system, and its
performance indices in the social, economic and environmental
spheres®. The above mentioned allows claiming that unlike
managerial reporting which is a “commercial confidentiality” of a
company, an integrated report is an open source document aimed
primarily at satisfying the information needs of external users.

In the International Standard for Integrated Reporting an
integrated report is interpreted as information on how the strategy,
management, performance, and perspectives of an organization in the
context of the external environment lead to the creation of value in

b4 Jleccunpencka T. VHTerpupoBaHHBI OTY4eT — IUIaTGopMa Ul YIpaBICHHS
KOMITaHHEN [DnexTponHuit pecypc]. Pexum JlocTyna:
http://www.inesnet.ru/magazine/mag_archive/free/2012_05/ES2012-05-
Teodorina_Lessidrenska.pdf

Hparep X. HarepBeto. [Enmextponnmii pecypc]. Pexum  goctymy:
http://Amww.csrjournal.com/interview/5666-integrirovannaya-otchetnost-
vozmozhnost-dlya-rossiyskih-kompaniy-naverstat-upuschennoe-v-oblasti-
korporativnoy-otchetnosti.html, ¢. 54
® I'epacumona JI.H., Kopo6xosa O.C. Pa3BuTHE HHTErPHPOBAHHON GyXTaaTepcKoil
oTyetHocTH B Poccun. DxoHoMuka u ynpaBieHue B XXI Beke: TeHICHIUHU
passutus. 2014. Nel17. C. 85-88.
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the short, medium and long-run period®’. N.N. Balashova and VA
Melikhov define an integrated report as the only coherent-unified
document that represents essential and accurate information about
the company’s strategy, management System at all levels and
interrelated indices in the economic, social, innovative, personnel
and environmental spheres of activity®®. According to the King’s
Code of Management for South Africa (2009) an integrated report is
a holistic and comprehensive presentation of the results of a
company’s activity in the context of its finances and supporting
sustainability®.

The existing polysemantic of the term “integrated report™ relates
to a range of specific contemporary economic theories that have
contributed to the study of integrated reporting and its core — an
integrated report (Figure 2.5).

To define comprehensively the essence of the concept of
“integrated report”, to understand its significance and relevance it is
necessary to analyze the impact of the above mentioned theories on
the process of its formation in more detail. To do this we have
determined that integrated reporting and indices of an integrated
report are most influenced by the four economic flows, namely:
globalistics, physical economy, institutional economy and risk-
oriented management in the context of which we have identified
theories that are the components of their scientific cognition.

A prominent thinker S.A. Podolynsky became the founder of
physical economy in Ukraine, and his doctrine was developed by the
well-known Ukrainian scientist M.D. Rudenko, who, basing on the
principles of physical economy, derived his own formula of capital K
= E — F, where K is capital, E is progress energy, F is the amount of
entropy. The scientist derives capital not from the monetary
circulation, but from the cosmic substance after deducting the

7 MexyHapoIHBIi CTAHAAPT WHTErPUPOBAHHONW OTUETHOCTH [DIEKTPOHHHIA
pecypce]. Pexxum mocryma: http://integratedreporting.org.

Banamosa H.H., Memuxos B.A.OpraHn3aiioHHO-METOJHYECKHE IOIXOABI K
pa3paboTKe y4YETHOW TIONUTHKH I [eneil  (GopMHUpOBaHUS KOTEPEHTHO-
WHTETPUPOBAHHON  OTYETHOCTH  arpolpOMBIIUICHHBIX  XOJAMHIOB.  busHec.
Ob6pasoBanue. [IpaBo. Bectnuk Boarorpaackoro macruryra 6usneca. 2014. Ne 2
(27). C. 99-104.
® King Code of Governance for South Africa 2009. Institute of Directors in
Southern Africa, 2009. 66 p., P. 54.
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relative value and the government spending from it’°. Thus, the
essential merit of the physiocrats was that “they provided analysis of
capital”, that is why we propose the theory of capital to be attributed
to the trends of physical economy™ "%

The theory of capital was commenced by the doctrines of K.
Marx, K. Menger, F. Modiliani, M. Miller, A. Smith, D. Ricardo, J.
B. Sey, and others, its subject matter lies in studying the process of
value added production, including surplus value, capital turnover,
etc. In particular, Y. Ishikawa, basing on the theory of Karl Marx,
investigated the changes in the capital turnover in the XX" century.
In his opinion, there is a shift from the paradigm of productive
capital accounting to the paradigm of borrowed or fictitious capital
accounting”. The disadvantage of the scheme proposed by Y.
Ishikawa is the absence of an intellectual capital circulation in it,
which becomes the main factor of success under the modern
conditions of the knowledge economy and one of the types of capital
the assessment of which should be represented in an integrated
report.

From the perspective of the theory of capital, the process of
integrated reporting should be adjusted in such a way that the
accounting system generates information about all types of capital to
represent information about them in an integrated report taking into
account the concept of their retaining and circulation.

The processes of preserving capital and its movement and guiding
correct information about them in the integrated report are directly
related to the risk that supporters of physical savings considered an
event that may occur or not in the economy’™. The main
representatives of the classical theory were J. Mill and I. Senior, who
considered risk as a mathematical expectation of losses that may

o Pynenko M. JI. Dueprus nporpecca. K. : Muxaitmota A. A., 2010. 544 c.

™ Mapxc K., Durensc ®.Counnenus. T. 26, U. 1. 675 c.

2 Mepcee ne Jla Pusbep IIeep Ilons, CtpoeB A.®. Te, kTo momnpasiseTr GOpTyHY.
AsanTropucTsl npocsemenns. M.: HJIO, 1998. C. 218-233.

" Ishikawa Junji Asocial science of contemporary value-based accounting:
economic foundations of accounting for financial instruments. Critical Perspectives
on Accounting. Volume 16. Issue 2. 2005. February. P. 115-136.

™ Morencokuii C. 3. PO3BHTOK Teopii pH3HKIiB B eKOHOMIUHi# HAYIli: eBOTIOLiHHMIT
niaxig. BICHUK XXATY, 2010. Ne 1 (47). C. 217-220
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result from the implementation of the chosen solution. The
founders of the neoclassical theory of risk, A. Marshall and A. Pigou,
believed that risk is the likelihood of deviation from the goals set™.
In the integrated risk report, it is expedient to provide information on
the types of risks that are assessed on the enterprise in terms of
financial and non-financial indicators, risk management methods (for
example, the abandonment of an extremely risky business or
transaction, prevention or diversification that reduces risks,
outsourcing of costly risk functions, formation of reserves or stocks,
etc.), a list of measures to minimize them at operational and strategic
levels of activity.

The implementation of physiocratic concepts requires the unity of
the methodology of the “living economy” accounting and should
become a prerequisite for sustainability of economic management.
The modern concept of “sustainable development” was laid by the
report of the Club of Rome “The Borders of Growth” published in
1972”". Nowadays, there are more than a hundred different
definitions of sustainable development; some of them associate this
concept with established, sustainable or balanced economic
processes. “These epithets are irrelevant to the problem of meeting
the needs of present and future generations which is non-destructive
for nature or do not give solutions to their handling” "®. According to
D.O. Grytsyshen the concept of sustainable development should
become the basis for scientific research in economics and accounting
science, and the author understands sustainable development as both
a certain ideal system of economic management and the way to it, in
the course of which there are parametric changes in all the

" Muns [Ix. C. OCHOBBI TONHTHYECKOH SKOHOMHHM M HEKOTOPHIE ACTEKThI HX
MIPWIIOXKEHHS K couanbHoi ¢unocoduu. M.; IIporpece, 1990. 352 c., C. 22.

7 [Mury A. €xoHoMmdeckast Teopust 6marococrosiaus. M.: ITporpecc, 1985. T. 1. 512
c., C. 445.

" 1Ocymosa O. O. EBomomis mormsafiB Ha rioGaibHy eKONOTiUHy IpobieMy B
KOHTEKCTi IisIbHOCTI puMcbkoro Kiy0y. Hayka it exonHomika. 2013. Ne 2 (30). C.
169-176., C. 175.

® DisnuHa eKOHOMis Y BUMIpax TEOpii i MPAKTHKH TOCMOAAPIOBAHHS: KOJCKTHBHA
moHorpadis. / 3a pex. 10.0. Jlymenka, B.M. XKyka, B.O. Iepuyka, O.B.
XopnakiBewkoi. K.: HHI] «IAE», 2013. 502 c., C. 195.
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constituent elements of the system™. In our opinion, the modern
dynamic concept of sustainable development should take into
account the needs of ensuring the ecological type of using various
types of resources (human, material, labor, financial, etc.) in the
process of economic activity. And an information source that will
allow assessing the place of a company in the system of providing
sustainable development of world economies and is an integrated
report which is the central element, the quintessence of the national
paradigm of accounting for the implementation of the concepts of
physical economy and ecological security.

The concept of “sustainable development” is also one of the areas
of study of globalistics, which is defined as the science of the
methodology of globalism and globalization, their content, trends of
development and consequences, global, regional strategies, methods
of global strategic planning and forecasting®®.

The following schools of the theory of globalization are singled
out among the most influential ones:

o The Classical School (R. Robertson, I. Wallerstein, D. Held, S.
Huntington) — globalization is considered as a dual process of
transforming the general into the separate and the separate into the
general,

e The School of Transformists (E. Giddens, W. Beck, D.
Rosenau, O. Bilorus) — globalization is considered as a phenomenon
of the modern world, which underlies the leading radical
transformations in all spheres of modern society development —
economy, politics, culture, management, etc.

e The School of Hyperglobalists (K. Omae) — believe that
globalization will result in the creation of a new global order in
which the authority and legitimacy of the national states are
practically mitigated.

e The School of Skeptics (J. Thompson) — is of the opinion that

™ I'purpmen I.0. Byxramrepchkuil oGTiK B CHCTEMi YIPABIIHHS EKOHOMIKO-
€KOJIOTIYHOI OEe3MEeKOI0 MPOMHUCIIOBHX IIIPUEMCTB: MoHOrpadis. Kutommp:
KATY, 2015. 540c., C. 117-118.

8 Mengine ®.M., Jumapuyx O.JI., Kypunua 1.0. Tnobanizamis 3aco6iB MacoBoi
iHpopmauii: koHenTyanbHi 3acobu. Haykosi mpari MAVII. 2011. Bum. Ne 4 (31).
342 c. C. 88-92.

8 Crparerii exOHOMIYHOTO PO3BHTKY B yMOBaX riobanisarii: MoHOrpadis ; 3a pex.
I-pa ekoH. Hayk, npo¢. 1. I'. JIyk’smenka. K.: KHEY, 2001. 538 c.
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globalization only causes increased interaction between individual
entities from different parts of the world. However, sovereign states
continue to play a leading role in the international arena, and are
directly in control of globalization.

The country’s preparedness for globalization is determined by the
Global Competitiveness Index (GCI). According to a recently
published study by the World Economic Forum, Ukraine ranked 79"
among 140 countries worldwide by the Global Competitiveness
Index in 2015-2016, having lost three positions in the year (ranking
76" in the previous ranking), that is, our state is practically
defenseless to global players (Appendix B). It is possible to improve
this situation only by increasing the competitiveness of each
individual Ukrainian company by improving the system of
accounting and analytical support for management, and, thereby,
improving the overall economic situation in the country. The
processes of globalistics, as a factor in the emergence of a new
paradigm of accounting are treated by G.G. Kireitsev, who claims
that it is the globalization of the economy that has led to the need for
the application of uniform principles, unified rules and procedures
for accounting representation of entrepreneurial activity and the use
of standardized forms of financial reporting common to all national
accounting systems. The peculiarity of the new paradigm of
accounting is that it relies more on the virtual economy than on the
traditional one and takes into account the vast majority of intangible
assets in the assets of an enterprise. Taking into consideration that
the purpose of the financial statements is, first of all, to provide the
interested users with the information about the real market value of
the assets of an enterprise it is possible to claim that the increasing
globalization factors, the informatization of the economy and the
emergence of new information needs of all levels of the modern
management system (from an individual economic entity to the
country and civilization as a whole) require changes in technologies,
ways and methods of disclosure and presentation of information on
economic activity. More substantially this concept is formulated in
the work of S.A. Dipiasa and R.G. Eccles — “The Future of
Consolidated Reporting”. According to the scientists transparency of
a company can be achieved by forming-up a three-level model of
reporting, where the first level is the global principles of financial
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reporting, the second level is sectoral accounting standards, the third
level is the requirements of the company’s management to the
information disclosure (strategic goals, performance indices, etc.)®.
In fact, the third level characterizes the indices of an integrated
report. In turn, S.F. Golov points out that the global accounting
system is characterized by establishing a system for collecting,
conversion and providing external and internal users with reliable,
relevant and timely financial and non-financial information about the
past and future parameters of an enterprise and its external
environment®. In fact, in our opinion, the scientist describes
integrated reporting and the process of forming an integrated report.
In the integrated report global issues should be reflected when
considering the contribution of an enterprise as to solving global
human problems: social, environmental, ethical, etc. The formation
of integrated reports by Ukrainian enterprises should increase their
competitiveness in the global market and attract world investors to
the state’s economy.

That is why the theory of stakeholders has direct influence over
the process of forming an integrated report under conditions of
globalization and the indices revealed therein; the theory develops
within the institutional economy and is gaining momentum with the
publication of E. Freeman’s work “Strategic Management: a
Stakeholder Approach” in 1984%. E. Freeman proposed the
definition of stakeholders, which is widely used up to now, according
to which it is “any group or individual that can influence or can be
influenced by the achievement of an organization its objectives”®.
According to N.S. Krasnokutska, all groups or persons having an
influence over the activity of an enterprise are its stakeholders,
whose interests should be taken into account by the management in

8 JMummasa C.A., Dkxms P. Ik Bynymee kopnopatuBHoi oTtueTHOCTH: Kak
BEpHYTH JoBepue odmecTsa; mep. ¢ anri.: B. Monos, FO. Ezepckuif. M.: Anbprnmaa
[Mabmummep, 2003. 211 c.

8 Tomos C.®. Byxranrepcokuii o61ik B YKpaiHi: aHali3 CTaHy Ta IepCICKTHBHU
PO3BHTKY [Enextponnuit pecypc]. Pexum JOCTYIY:
http://imanbooks.com/book_328 page_1., C. 212.

% Freeman E. Strategic Management: a Stakeholder Approach. Cambridge
University Press, 2010. 292 p.

& Tam xe, C. 34.
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its activities®. It is possible to ensure harmonious development of an
enterprise only by comparing the potential interests of stakeholders
with the actual results of an enterprise, which can be achieved by
disclosing the necessary information in the integrated report. First of
all, this information should be useful, that is, it should meet the needs
of the parties concerned, in the first place, potential investors,
primarily in making decisions that will have a positive impact on an
enterprise’s activities.

To form a mechanism for collecting such information at an
enterprise, it is necessary to apply an institutional and synergetic
approach that allows determining the range of parameters within
which the process of forming an integrated report will be adjusted
and stable. The emergence of synergetic as an independent area of
scientific research dates back to 1969 when the term synergetic was
used by German physicist Hermann Hacken in the course of lectures
on the theory of laser radiation at the University of Stuttgart®. The
new term comes from the Greek word Vun-ergia, which means
cooperation, concerted action, and participation®. The approach
focused on the knowledge of the laws of self-organization of
complex objects under conditions of chaotic spontaneous structuring
and the general theoretical principles of synergetic development of
accounting in a chaotically structured economy was substantiated by
S.0. Kuznetsova®. In our opinion, the synergy of integrated reporting
is to increase the efficiency of the process of forming an integrated
report in the context of the integrated information support of its users
and draftsmen as a result of combining, integrating separate
components — accounting and reporting documents into a single report
and establishing a well-regulated system for collecting non-financial

8 Kpacrnokyrceka H.C., PumkoBa S1.C. Teopis 3amikaBieHHX CTOpPiH: OCHOBHI
nosokeHHs ta chepu pocmimkerns. C. 96-104, C. 102.

8 Cunepreruxe 30 ner. UuaTepssio ¢ npodeccopom I'. Xakenom. IIposeneno E. H.
KuszeBoit. Borpocsr dumocodpumn. 2000. Ne 3. C. 53—61. [DnexTpoHHBIT pecypc].
Pexxum mocryma : http:/inetlife. narod.ru/synergy_danil.html.

& IIpuroxun M., Crenrepc W. Ilopsmok u3 Xxaoca: HOBBIM IManor 4YenoBeKa C
npupozoil. M. : IIporpecc, 1986. 43 c.

8 Kuznetsova S. The transformation of accounting systems in the chaotic economy
structuring: The synergetic approach. Risk and Decision Analysis. Special Issue:
Vol. 2: Behavioral Finance. 10S Print, USA, New York. 2011. Number 3. P.151-
160.
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information from internal and external sources of its supply.

Another economic trend that has an impact on the integrated
reporting and the process of forming an integrated report is risk-
oriented management, which is treated as an iterative, dynamic
process representing a set of managerial functions, namely: planning,
organizing, motivating, controlling and regulating with integrated
components of risk management and implemented in order to
achieve the objectives of an organization®. When forming an
integrated report from the perspective of risk-oriented management,
within the framework of the theory of risk, first of all, its planners
should take into account all the risks that affect the stable and
balanced operation of an enterprise, develop the methods of their
negating, or, in case of impossibility to avoid, measures for their
minimization or optimization, and secondly, when disclosing the
indices of an integrated report in one or another section they have to
assess the risk of negative perception of this or that information by
stakeholders, which may also arise as the result of the inaccuracy and
incorrect submission of information in the report. Recently, Leeds
University (UK) and Euromed Management School (France) have
analyzed 4,000 non-financial reports and found ‘“unconfirmed
statements, incomprehensible data and inaccurate figures”. For
example, the Italian company ENEL in its integrated report provided
information that its emissions amounted to 122 089 million tons,
which was a figure four times larger than the emissions of our
planet™. Therefore, the indices presented in the report should be
substantiated and verified. Increasing the level of substantiating
information, establishing a mechanism for preventing errors in order
to prevent losses and lost profits because of organizational
unprofessionalism, when preparing an integrated report, should be
due to the application of the achievements of the theory of
organization, which emerged as an independent science at the
beginning of the XX™ century. The main contribution to the

% 3amopa B. O.PH3uK-Opi€HTOBaHE YIPABIIHHS BHPOGHIYO-TEXHOTOTIIHAMHU
BUTpaTaMu MaumnHoOyniBHUX mianpueMcts. bisnec Indopm. 2014. Ne 4. C. 157—
161.

! PaspuTHE WHTErPHPOBAHHON CHCTEMBI Y4ETA M OTYCTHOCTH: METONONOTHS H
MpaKTHKa : MOHOrpadus ; moj obuell pefakiueld NOKTOpa 3KOHOMUYECKHX Hayk,
npodeccopa H. A. Kamopmxkanopoit. M.: [Ipocmekr, 2015. 192 c.
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development of the theory of organization was made by M. Weber,
A. Fayol, F. Taylor, R. Laickert, D. Nort, E. Mayo, A. Chandler, and
A. Bogdanov®. The achievements of the theory of organization
should be used when establishing organizational relationships, that is,
the relationships and interactions between different business units of
an enterprise for collecting information that will be presented in the
integrated report, forming a schedule for submitting information to the
accounting department, or other department responsible for integrated
reporting, determining time-frame for report formation, etc.

Integrated reporting is a complex system that requires constant
multicriteria assessment of various situations and representing
information about them in the integrated report, and the most
expedient for the process of creating complex systems is the
application of the general system theory that uses isomorphism
(conformity) of the processes occurring in the systems of different
type (technical, biological, economic, social). For the first time the
project of the general system theory was presented to the world of
science in the 50’s of the XX™ century and today it is associated with
the works of the famous Austrian scientist Ludwig von Bertalanffy®.
A resumptive approach to determining responses of the accounting
system, as an accumulator of multiprofile, comprehensible and
objective information about past activities and about the prospects of
the economic entity’s development, the information on which is
presented in the integrated report, is formed under the influence of
the system theory. At the same time, there are no specific
requirements for the volume of an integrated report. It should be
prepared in the maximum possible short form and be comprehensible
to any user who is not even knowledgeable about accounting
issues™. In turn, the process of integrated reporting should be
established in such a way that only the most relevant information is
processed, since the information impact on the state, society, citizen

%2 Kapammmes J[. B., Ha6oxa JI. B., Komonos I. O. Teopis opramisamii. X. :
«Touka», 2011. 300 c.

% Bertalanffy L. von. General System Theory A Critical Review, «General
Systems», vol. VII, 1962. p. 1-20.

% I'epacumosa JI.H., Kopo6kosa O.C. PasBHTHE HHTErPHPOBAHHON GyXraniTepcKoit
oTyetHocTH B Poccun. DxoHOMHKa W ynpaBieHue B XXI Beke: TeHICHIUHU
passutus. 2014. Nel17. C. 85-88.
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is now more effective than political, economic and even military.
Information is becoming real, almost physically tangible force®.

For a long time in the national science practitioners almost have
not paid any attention to the problems of theory, history and practice
of improving the national model of information support of
sustainable development on the basis of the institutional concept of
accounting and reporting, and narrow interpretation of accounting
and reporting information has been dominating in the scientific
community. The determinative role of the physiocratic doctrine in
the development of this socio-cultural economic institution when
resolving economic, social and ecological problems of the society
and the development of economic democracy was almost completely
neglected. Therefore, a meaningful disclosure of the concept of
“integrated reporting information” is necessary for the development of
the category and terminological framework for integrated reporting.

There are a lot of different definitions of “information” concept.
In normative documents it is considered as: “documented or publicly
disclosed information about events and phenomena occurring in the
society, the state and environment”®; “the content of any message,
information about anything that is considered in terms of their
transmission in space and time ...”*"; information in any form and
stored on any medium (including correspondence, books, notes,
illustrations (maps, diagrams, organigrams, drawings, schemes, etc.),
photographs, holograms, cinema-, video-, microfilms, sound
recordings, databases of computer systems, or full or partial
reproduction of their elements), explanations of persons and any
other publicly disclosed or documented information®; “information
provided in the form of signals, signs, sounds, moving or still images

% CmonsH I'., Lprnako B., Yepemkun /I. Opyxue, KOTOpoe MOXET OBITh OlacHee
saepHoro: Peamuu nadopmarmonHoit Boiinel. ODBHI. Ne 123-HBO-3o0t 18.11.1995.
% TIpo inbopmarito : 3axon Ykpainn [mpuitmstuii Bepxosroio Pagoro Vkpainu Bix
02.10.1992 p. Ne 2657-XIl. [Enextpomnmit pecypc]. Pexum mocrymy
http://zakon0.rada.gov.ua/laws/show/2657-12.

% TOCT 15971-84. Wudopmarmonnoe obecnieuerne ACY. TepMuHsl
ompenenenust. Been.01.01.85.  [Dmekrponusiii  pecypc]. Pexum  jpocryma:
https://polyset.ru/GOST/all-doc/GOST/GOST/

% Ipo 3axmCT EKOHOMIYHOT KOHKypeHIil : 3aKkoH YKpainu [IpuidHsTHiI BepXOBHOIO
Pamoro VYkpainu Big 11.01.2001 p. Ne 2210-III] [Enexrponnuii pecypc]. Pexum
nocrymy : http://zakon2.rada.gov.ua/laws/show/2210-14
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or otherwise”®, and so on.

“Information” translated from Latin is an explanation, a
statement'®. In accordance with the classical definition of L.
Shannon, information is what reduces the degree of uncertainty
(entropy) of its addressee about any object'™. According to the
object of research this statement can be represented graphically
(Figure 2.6).

In the presented scheme, the integrated reporting process reduces
the degree of entropy and act as a modifier of information that falls
into the integrated report. The information needs of users and,
accordingly, the integrated reporting draftsmen for meeting these
needs are so versatile and volumetric that when information from
different departments of an enterprise is provided, it leads to the
information chaos. Executives should be assigned responsible for
gathering information from the functional units of an enterprise, and
the process of information communication must be formalized and, if
possible, automated. The functional mechanism of integrated
reporting should be adjusted in such a way that the required
information generated in different units of an enterprise is modified
into a single array — the database and the knowledge base of the
integrated reporting, while reducing information entropy and
removing unnecessary information data.

The above-mentioned determines the definition of integrated
reporting information as unbiased, useful and reliable data on
financial and economic activity, profitability and socio-ecological
responsibility of an enterprise, which will allow forecasting its future
opportunities, risks and benefits when creating value in the short-,
medium- and long-term perspective and will satisfy information
needs of stakeholders by reducing the level of their information
entropy.

% TIpo Temexomymikanii : 3axon Ykpainu [mpuitrsuii Bepxosroro Pagoio Vpainm
Big 18.11.2003 p. Ne1280-1V] [Enexrponmmii pecypc]. Pexum poctymy :
http://zakon0.rada.gov.ua/laws/show/1280-15

100" fOpumiuna ennmkonexnis : B 6 1. ; Pexkon : 10. C.Illemmrydenko (ronosa
penkon.) Ta in. K. : Ykpainceka enuumkmomnenis, 1998. 717 c.

101 I1Terron K. PaGoTsl 1Mo Teopri HH(OPMALIMH I KUOEPHETHKE ; IIep. C aHIIL. ; II0J
pexn. P. JI. Jo6pymmHa u O. B. Jlynanosa. M. : UHocTp. nut., 1963. 829 c.
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Fig. 2.6 The mechanism for reducing entropy of the integrated
reporting information

where: £ I — summary information according to its kind; n —
number of characters from which a message can be formed
(alphabet), H — measure of entropy; N — the number of all
transmitted and received characters in the message; Pi = mi / N — the
probability of occurrence of the i-th character in the message, mi —
the number of occurrence of the i-th character in the message; IMIR
— information modified by the process of integrated reporting; ¥ IM
— the total amount of information modified.
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Building an integrated reporting model that could produce such
information causes a number of problems. As Sorokina K.V. points
out, “One of the main issues is the extent to which it is generally
possible to determine in detail the information necessary for
disclosure so that it would be useful”*%.

According to the survey conducted by the Global Reporting
Initiative (GRI) 70% of the respondents expressed high demand for
information as to corporate management, 64% of the respondents
identified information about the used natural resources as important,
52% — about the social component, etc’®. As a result of conducting
the global survey among 85 professional investors, who shared their
views about what exactly, in their opinion, should be contained in the
integrated reporting that they consider to be useful and where, in
their opinion, there are opportunities for management of the
companies as to improving existing reporting, the following is
determined:

- 82% of the respondents reported that if companies provide
accurate and concise information, investors are more confident when
conducting analysis;

- the description of the business-model is an important part of the
quality reporting, in particula 70% of the professional investors want
to get clarification as to how the company provides cash inflows and
creates additional value, which will be converted into cash flows in
the future;

- with regard to the information on key business-model risks
presented in the integrated reporting, there are a number of gaps that
reduce its efficiency, in particular, investors are interested in how
companies manage or reduce these risks. At the same time, despite
the fact that understanding of management’s views on potential risks
and strategies for reducing them is important for investors, the
predominance of formal disclosure based on a template description

102 Copokuna K. B. HTerpupoBaHHas OTIETHOCTD — HOBAs MOJEIb OTUETHOCTH UL
OomsHeca. [Emextpommmii  pecypc]. Pexum  moctymy:  http://www.lc-
msfo.ru/msfo/articles/ 2980

103 Makapenko 1. O. InTerpoBana 3BiTHICTb SIK MAaHOyTHE KOPIOPATHBHOI 3BITHOCTI.
ITpoGyiemMu i mepcHeKkTHBH PO3BUTKY OaHKIBCbKOI cucTeMu YKpaiHu : 30ipHUK Te3
nonoBineit XVI BceykpaiHcbkoi HaykoBO-IpakTUuHOI KoHGepeHuii (24 — 25
xoBTHs1 2013 p.). B2 1. T. 2. Cymu : JIBH3 "YABC HBY", 2013. C. 63-65.
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only complicates understanding;

- an integrated report is an important source document for
obtaining not only financial information but also information on
managerial, environmental, social and personnel issues, and its main
strengths are credibility and completeness. In addition, main
strengths are  credibility and completeness  managerial,
environmental, social and personnel issues, and its main strengths are
credibility and completeness. In addition, 91% of the professional
investors reported that they usually analyze the annual reports of the
companies which activity they are tracking'®.

Taking into account the variability of information requests of
different groups of stakeholders, it is necessary to form an adaptive
model of integrated reporting, which will allow minimizing negative
reaction of stakeholders with incomplete or no information support
of their inquiries. To resolve this issue, it is necessary to identify the
users of integrated reporting information.

According to the International Standard for Integrated Reporting,
the main users of integrated reports are organizations that provide
financial capital. In addition, the standard states that an integrated
report is useful for all the parties concerned, for which the
organization’s ability to create value over a long period of time is
important, including employees, customers, suppliers, business
partners, local communities, legislative and regulatory bodies and
individuals, defining a policy. In addition to the listed users,
integrated reporting may be of interest for trade unions,
environmental and public organizations, banking institutions,
insurance companies, and statistical offices, auditing companies,
higher education institutions and scientific-research institutions
(SRI), etc. At the same time, in the course of integrated reporting
preparation, it is very important to build an effective interaction with
stakeholders and determine what type of information disclosure they
are interested in — financial, environmental, social, etc. To determine
the expectations of stakeholders, it is possible to conduct monitoring
for the demand for information by organizing questionnaire at the
company’s website, holding thematic meetings, conferences on
discussing the most interesting issues of the users of integrated

104 Integrated reporting from the investment professionals' perspective

http:/Aww.pwe.ru/en/press-releases/2014/integrated_reporting_.html
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reporting and methods of information disclosure. Thus, in
generalized form, the users of integrated reporting are individuals
and legal entities interested in information about the financial and
property status of an enterprise, the social and environmental
consequences of the activity and their indices for decision-making.
To enhance the vector of information support of the decision-making
system by priority groups of integrated reporting users, we suggest
grouping them into groups: users inside the enterprise and outside it,
users with direct and relative financial interest and without it (Figure
2.7).

jm=mmmmmmm— - Integrated Reporting Users  |--ccccccccmmcaaaaa .

|| authorities sector | |

With direct financial With relative financial No financial interest
interest interest

I I
1 ]
I I
I I
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I I
: TITEITT TOUT U‘On :
o | | Potential employees Establishment and Research | |
: Owners Investors and Development :
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1 - | Govemment agencies Professional orga.nizatimsi 1
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Fig. 2.7 The users of the integrated reporting information

The process of an enterprise development involves linking and
congruence of interests of the four main parties: owners, managers,
workers and the state. The interests of workers are the provision of
quality of living, sustentation of the physiological and spiritual needs
of an individual in accordance with the accepted norms and standards
due to the sustainable development of an enterprise. The interest of
managers is sustainable development of an enterprise (profitability of
activity and qualitative improvement of the condition due to the
change in structure, composition and accumulation of capital). The
interest of the owners is to ensure high profitability on stocks and
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high level of their quotations. The interest of the state is to ensure the
social and economic security of the state by maintaining the high
sustainability of an enterprise development and improving the
workers’ quality of living'®'®. When assessing the results of an
enterprise activity, users of integrated reporting should be able to
distinguish relevant information from irrelevant one, however each
user can focus on his/her level of materiality of the integrated report
information.

The proposed differentiation of the users of integrated reporting
information will allow distinguishing their information needs and
create an adequate mechanism for collecting and distinguishing
integrated reporting information that will be of value for
stakeholders. One of the key aspects of the formation of such
reporting is compliance with the key principles and rules of its
formation that will be considered in the next paragraph of the
monograph.

2.3 Fundamental principles and rules for the formation of
integrated reporting

At the beginning of the twentieth century Lev Gomberg, a
prominent accountant, demonstrating what neglect of the principles
of accounting leads to, pointed out: “Accounting as an art deprived
of precise scientific principles, is reduced to a craft, and, representing
only doubtful concepts, does not give food for thought for an
accountant: it becomes an occupation for earning daily bread. An
employee loses any interest in his work; he turns into a typewriter,
without being aware of his actions. The harm that may result from
such an accountant’s work and the shattering impact of the erroneous
circumstances that such work may entail are obvious™’. In order to
prevent the transformation of the integrated reporting process into a
purely technical method of accounting, its regulation should be based
on strictly formalized principles, which should be guidelines for

105 Tlonomapenko B. C., Tpumiz O. M., Kusum M. O. Crpareris po3BHTKY
MiANpUeEMCTBa B yMOBax Kpusu : MoHorpadis. X. : IHXKEK, 2003. 328 c.

1% Dimitrov St. Development of Capital Pension Funds. Sofia, 2013. P. 5.

wrp omOepr JI.W. CueToBOACTBO M ero Hay4yHas cucrema. bromaereHr MockoBCKOTO
obmectBa Oyxranrepos. 1909. Ned. C. 20.

64



integrated reporting draftsmen and employees who collect and
transfer information for the formation of an integrated report. The set
of these principles should be inherently complex in nature that can be
explained by the strategic goal of integrated reporting that is ensuring
business stability under different conditions of a business entity’s
activity. Since the nature of the economic environment of an
enterprise, both internal and external, is usually dynamic, integrated
reporting must “respond” to all changes in the economic activity of
an enterprise, flexibly and adaptively “adjust to” the emergence of
new ones, improve existing ones and dismiss obsolete business-
processes. The above-mentioned stipulates for the necessity of
making reasonable adjustments in the set of principles of integrated
reporting, improving their composition and content.

According to the accounting dictionary, the principles (from the
Latin principium — the basis, the beginning) — 1) the basic initial
provisions of any theory, the basic rules of activity, are created in the
course of knowledge systematization, but unlike the laws do not exist
in nature; 2) established, rooted, generally accepted, most common
rules of economic activities and properties of economic processes; 3)
the beginning, the leading idea, the basic rule of behavior'®. O.M.
Petruk also insists on this pointing out that the methodological error
lies in the fact that only the complex application of the principles of
accounting and reporting can be efficient, and the ten principles in
Ukrainian standards do not provide the quality of accounting
information'®. The approach based on the application of a set of
principles while preparing and forming an integrated report is
intended to achieve an appropriate balance between flexibility and
requirements, taking into account the diversity of conditions under
which different enterprises operate'®. Thus, integrated reporting, like
any accounting and reporting system, is based on its own principles,
but in the course of forming an integrated report, not only the

108 Byxranrepcekuii cnoBuuk. ; 3a pex. mpod. ®. . Byruans. XKurtommp: I1I1
“Pyra”, 2001. 224 c., C. 143.

19 Terpyk O.M. Perymopanns GyxranTepchkoro oOmiky B VYkpaiui: Teopis,
MeTOA0JIOTis, pakThka: MoHorpadis. XKXuromup: XXKATY, 2006. 152 c., C. 85

10 epmosa H. FO. PO3BHTOK METOXONOriYHEX OCHOB (DOPMYBAHHS {HTErpOBAHOI
3BitHOCTi. HaykoBuii BicHuk Yxroponacbkoro yHiBepcutety. Cepisi : ExoHomika.
2016. Bum. 1(1). C. 451-459.
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principles of accounting (financial reporting) should be taken into
account, but also the principles of modern economic theories that
directly or indirectly influence the composition its indices (Figure
2.8).

In order to unify and standardize accounting procedures that
ensure the comparability of integrated reporting data and the
relationship between financial and non-financial indices of the
integrated report, it is necessary to study the system of accounting
principles that is entrenched in the normative documents and
discussed in the scientific community. As N.O. Gura states, the
improvement of certain provisions of “accounting” science, should
be conducted on the base of improving its principles, axioms
(postulates) and objects™’. E.S. Hendricksen also defines the theory
of accounting as a set of widely interpreted principles; they (1)
constitute a general system of standards that allow assessing different
economic situations; (2) create new practical methods and
procedures. According to the author, the theory of accounting is a
base for explaining the existing practice, the purpose of the theory is
the concept of a coherent set of logically derived principles, that act
as the base for assessing and developing existing accounting
practices™?.

In 1947, G.A. Macfarland & R.D. Ayars in the work “Accounting
Fundamentals™? defined science of accounting as classified
knowledge as to its scientific principles, which were developed as a
result of education and experience. An outstanding accountant
Giuseppe Rossi, as early as the XVIII™ century, pointed out: ...
when we apply the principles of accounting for practical purposes,
we deal with the art, very important and essential for household
managers, since it directs them to the most perfect achievement of
economic goals”!*. As T.O. Terentyeva points out: “The principles
of accounting have always existed. In essence, they appeared along
with the origin of accounting.

m T'ypa H.O. Byxranrepcekumii oONK K Hayka, HOTO NPHHIWIN, HpPEIMET i
006’exTu. Byxrantepchkuii 001K y cucteMi ekoHOMiuHKX Hayk. 2007. Ne 6. C. 3-8.
112 Hendriksen E.S. Accounting theory. Homewood. Irwin, 1970. 342 p.

113 Macfarland G.A., Ayars R.D. Accounting fundamentals. New York: McGraw-
Hill Book Company, Inc., 1947. 759 p.

114 CueroBojctBo, 1895. C. 94.
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Fig. 2.8 The continuum of the principles of economic theories
that affect the methodology of integrated reporting and the
process of an integrated report formation
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Accountants had to rely on some initial provisions, basic
structures, without which it would have been impossible to build
such a complete accounting system as double-entry bookkeeping.
These provisions had eventually transformed into principles that
have become not only the basis of our accounting, but also have
incorporated the traditions, experience and achievements of past
generations of practitioners and scientists”*.

In the XVvVII™ century, the French scientist Pierre Garnier
substantiated a set of theoretical principles from the perspective of an
accounting fact, having classified them into legal (contracts for
supply, sale and purchase, contract agreement, rent, etc.) and
economic ones (changes in prices, tariffs, material, plundering,
depreciation, deterioration)**®. Scientist VV.\V. Boboshko considers P.
Garnier’s approach as a postulate, which up to the present time forms
the basis for defining many accounting principles. At the same time
the postulate is understood as basic, independent, consistent and
complete statements or provisions of scientific theories that in the
axiomatic or deductive construction of the theories are accepted as
the true ones, and from which all the other provisions (basic
principles) are derived according to the rules of inference adopted by
them''’. According to this definition, and applying the method of
dialectical historicism, it is expedient to assume that the postulate of
P. Garnier and the postulates of other outstanding accounting
researchers form the basis for defining modern accounting principles
(Table 2.3).

A well-known economist, Veldon Powell (1903-1965), who
considered accounting as a purely applied activity, built a chain the
essence of which is to gradate the theoretical basis of accounting
science by building a hierarchy of key principles of its methodology:

s TepentbeBa T.O. CoBpeMeHHbIE NMPUHIMNBI OYXIrajJTEepCKOro ydera B
CBETE DHBOJIOLMHM YYETHBIX MapajurM: apTopedepar JuccepTalii Ha
COWCKAaHWE CTETeHH KaHIWJaTa 3KOHOMHYEeCKMX HayK. ChenmaibHOCTh
08.00.12 — “Byxranrepckuii yuer, craructuka’. CI16., 2002. 20 c.

1% BoGomko B.U. Pa3surhe NPUHLOUIOB OyXrajaTepckoro ydera u
oTyeTHOCTH. VIHHOBannoHHOE pasBuThe 3koHOMuKHK Ne 5. 2011. C. 88-91.
17 Cokonos $1.B. Byxraiarepckuii yaeT: 0T HCTOKOB [0 HAIIMX JAHeil: Yuel.
nocobue st By3oB / S1.B. Cokonos. - M.: Ayaur, KOHUTH, 1996. - 638 c.,
C. 71, 96, 178, 204.
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postulates principles rules procedures. This chain consists of four
elements and defines a consistent descent from abstract to specific,
from theory to practice, and from the perspective of accounting it is
considered as: 1) postulates are the most general basic accounting
provisions, the obviousness of which can not be put into question; 2)
principles are general methodological constructions; 3) rules are the
things that relate to the work of an accountant; 4) procedures are
conditions for the implementation of accounting rules. Thus, the
historical significance of the accounting postulates lies in the fact
that many of them have remained and/or formed the basis for the
rules of accounting and reporting up to present time, and they
substantiated the formation of the system of modern accounting
principles.

Table 2.3
The basic postulates of accounting that form the basis for its
principles
No. Scientist Postulate Modern
interpretation
of the principle
or qualitative
characteristic
1 2 3 4
1 Guinno from an accounting point of view, calculation and
Dzappa an enterprise’s incomes are accordance of
(1879- obvious, and expenses are income and
1960) questionable expense
2 Luca books should be balanced every
Paccoli year, especially in partnerships, as Lo
(1445- regular accounting promotes periodicity
1517) friendship
3 G.K. Dainis | the accuracy of the data obtained
(1929) by some objects, is inevitably biecti
associated with the change in the subjective
. evaluation
values accuracy by the objects
additional to them
4 Jacque 1 — the amount of the balance of all
Sauvari analytical accounts should be equal
(1622- to the balance of that synthetic | circumspection
1690) account to which they were
opened; 2 — the amount of
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Table 2.3 (continued)

3

4

the debit turnover and the amount
of the credit turnover of all
analytical accounts should be
equal to the turnover on the debit
and the credit of the account to
which they are open

Guisepe
Cerboni
(1827-1917)

the amount of accounts payable of
an enterprise to its owner is always
equal to the balance of payments
of this enterprise to its agents and
correspondents

the principle of
duality

Richard
Mattesich

a business unit will continue its
activity long enough to perform its
current duties

continuity

Johan
Frtiedrich
Sher
(1846-1924)

the necessity to disclose the nature
of accounting from the perspective
of consumers of accounting
information

full coverage

V. Rieger
(1878-1971)

there is only a monetary unit of
measurement and no other in
accounting

uniform
monetary index

Pietro
d’Alvize

lack of reliability generates chaos
an accountant extracts life from
the dead past
the amount of information that is
accounted depends on the goal
facing an accountant, he must
conduct an administration between
Scylla of surplus and Charybdis of
information vacuum

reliability
timeliness

completeness

10

A. Stabilini

a  knowledgeable  accountant
should know when it is necessary
to demand full mathematical
accuracy from work and when it is
not necessary

economical
efficiency,

professional
judgment

11

Emmanuel
Pizani
(1845-1915)

Accounting is a science that,
following the principles of law and
economics, uses calculations to
characterize management
functions and to achieve the

prevalence of
the essence

over the form,
economical
efficiency
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Table 2.3 (continued)

1 2 3 4
greatest economic effect with the
least possible means.
11 Emmanuel | Accounting is a science that,
Pizani following the principles of law and | prevalence of
(1845-1915) | economics, uses calculations to the essence
characterize management | over the form,
functions and to achieve the economical
greatest economic effect with the efficiency
least possible means.
12 Jean Knowledge (theory) does not
Gustavus replace work (practice). The main .
S professional
Coursel- purpose of the training is to teach udament
Sensel future accountants their judg
(1813-1892) | professional language
13 Eugene daily or periodical cash balance
Pierre Leote | checks with the help of registers,
(1845-1908) | allows daily or periodic adjusting continuity
Adolphe the balance of accounts in
Guilbau accordance with actual remaining
(1819-1895) | balance
14 I. Craibig Each balance sheet item should be
Bernard estimated according to the historical
Baulzano principles that are most suitable (actual) cost
(1781-1848) | for it.
15 | V. LeCoutre | the price is established, in the
(1885-1965) | opinion of some, based on the
A. practical user value of an item, and subjective
Shopenhauer | in the opinion of others — based on evaluation
(1788-1860) | the significance of an item is for
the enterprise we tend to consider
real what is valuable to us
16 Urban Weis | the costs should be proportionate
(1952) to the objectives  pursued. .
N . economical
Organization of accounting should efficiency
be adequate to the structure of an
enterprise
17 Hovard C. | all the indices in the report should S
. . A subjective
Gryir (1894- | be presented in two columns: at evaluation
1984) cost and after reestimation
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Table 2.3 (continued)

1 2 3 4
18 William the necessity to represent any
Andrew changes in the value of assets in the historical
Paton financial accounts; the accounting (actual) cost
(1889-1991) rgport should present an accurajte subjective’
picture of the current data in assessment

monetary terms only at the
reporting date

19 Jacque inclusion of potential losses and
Richard exclusion of potential income is circumspection
(1944) inconsistent and hinders rational
estimation of the result
20 Francesco every account is preceded by a
Marchi person personification

(1822-1871)

Source: developed according to™®!1%420121122.123

As 0.V. Kharlamova points out: the principles of accounting
(financial reporting) are a “sieve” through which all transactions in
accounting should be sifted out so that reporting includes the
information that conforms to these principles?*. According to this
interpretation, the statutory accounting principles that need to be
followed in the integrated reporting should be substantiated, so that
only the relevant and useful information is included in the integrated

18 Nampkis . 5., Ocram’iox M.S1., CuBka S1.B. Bix 061ikoBO-IIpaBOBOi KYIBTYpH

no obmikoBoi Hayku. HaykoBmii BicHHK VYikropojcekoro yHiBepcurery. Cepis
Exonomika. Bumyck 2 (48). 2016. C. 318-325.

9 Tayonu JI. Tpakrar o cuerax u 3anucsx. M.: Cratucruka, 1974. 160 c.

120 CokomoB £1.B. Byxranrepckuii y4eT: OT HCTOKOB ZI0 HAIIMX AHEH: Yuel. mocooue
1t By3oB. M.: Ayaut, FOHHUTH, 1996. 638 c.

121 BoGomko B.W. Paseutne NPUHIMIIOB OyXrajTepckoro ydera M OTYETHOCTH.
WunoBanmonHoe paszsutne 3xkoHoMuKH Ne 5. 2011. C. 88-91

122 andronova Vincelette,G. Bulgarian Banking Sector Development, Post-1989,
2001. URL: http://www.seep.ceu.hu/issue21/andronova.pdf

12 Craepcrka T. O. Ipupmunu i npouemyps (iHAHCOBOTO IUIAHYBAHHS i
MporHo3yBaHHs Ha migmpueMcti. [lepkaBa Ta perionn. Cep.: Exkonomika Ta
nignpuemuaunnrso. 2011. Ne 5. C. 167-170.

124 Xapmamosa O.B. ®inamcoBa 3BITHICTH 3a MDKHAPOZHMMH CTaHJAPTAM:
Merofonorist (opMyBaHHS Ta HpaKTHKa iMIUIeMeHTauil B YkpaiHi: MoHorpadis.
Xapkis : Jligep, 2015. 372 c., C. 34.
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report. Particular principles of accounting (financial reporting),
enshrined in the Law of Ukraine “On Accounting and Financial
Reporting in Ukraine” No. 996-XIV, should be applied in the
integrated reporting without modification. At the same time, certain
principles are related only to financial indices, that is, an economic
component of the integrated reporting. Therefore, they should be
applied with a certain adaptation to meet the demands of the users
interested in the non-financial information of the integrated reports.
Taking into account the above mentioned the mechanism of applying
the principles of accounting (financial reporting) in the course of
integrated reporting is presented in Figure 2.9.

This is the content characterization of the basic accounting
principles that are the basis for preparation of any reporting, which
contains value indices, in relation to integrated reporting. Thus, when
forming information in the integrated reporting system, the
application of the principle of prudence, which involves caution in
evaluating assets and incomes in order to prevent their
overestimation and underestimation of the value of liabilities and
expenses, has to be adapted.

In the course of integrated reporting, the principle of prudence
will undoubtedly be met when disclosing financial indices in the
integrated report, for example, when disclosing information on the
amount of income in the reporting period and their comparison with
previous periods, description of an enterprise business model, in
particular, as regards the resources and their distribution by the types
of capitals, determination and description of the results of the
activity, both positive (that result in capitals and value increase) and
negative (that, on the contrary, result in capitals and value increase
reduction).

Prudence is conditioned by the uncertainty followed by an
enterprise’s activity.

Therefore, according to the statement of L.V. Gnylytska it is this
principle that acts as the basis for recognizing business risks

generated by such uncertainty in the accounting system'®,

25 Tyumuuska JLB. CyvacHi migxoau OO0 KBiHTeCeHLil mNyOIiYHOI 3BITHOCTI
MiANpUEMCTBA B KOHTEKCTI 3abe3nedeHHs iforo ekoHoMiuHoi Oesmexu. [Ipobremun
Teopii Ta METOAOJIOrIi OyXranTepchkoro o0IIiKy, KOHTpoo i anamizy. 2016. Bum. 1
(34). C. 48-65.
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PRINCIPLES OF ACCOUNTING (FINANCIAL REPORTING)

prudence, taking
into account the
professional
judgment of the
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“producer”
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Prospects for the future:
problems and uncertainties that may arise in the
future; the external environment, risks and
opportunities, with analysis of how they can affect
the achievement of strategic goals; availability of
capitals

Fig. 2.9 The mechanism of applying the principles of accounting
(financial reporting) in the course of integrated reporting
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According to the concept of integrated reporting, presenting
information on activity risks is an obligatory entry of integrated
reporting, and in accordance with the principle of prudence, even if
the probability of a particular risk is extremely low, the information
about them should be presented in the report. If the principle of
prudence is not treated with regard to the past events? but with
regard to the future ones, then disclosure of the integrated report
information on the future strategy and future prospects of an
enterprise conditions a risk of deviation from the expected
consequences and, as a result, the contravention of this principle.
Following the principle of prudence, the integrated reporting
draftsmen, first of all, should proceed from the interests of its users,
especially investors, for whom, in the first place, the enterprise’s
strategic plans are of greatest value and who fairly expect the most
accurate representation of the accounting and reporting information
on the activity of an enterprise and its prospects. Therefore, in order
to comply with the principle of prudence, the information presented
in these blocks should be filled in variably, with the disclosure of the
deviations scale and reasoning the conditions that led to their
occurrence.

In some cases, the actual application of the principle of prudence
may result in incomplete representation of particular assets of an
enterprise (a significant part of intangible assets)'?. This thesis
relates directly to the integrated reporting that involves most of the
information related to intangible assets. It is extremely difficult to
adhere to this principle when presenting information about the
environmental consequences of the activity, differentiating between
the components of intellectual, human and socially-reputational
capitals, replenishing natural capital with resources, etc. In particular,
in relation to the latter component, IIRS presents the elements of
natural capital (air, water, land, mineral resources and forests,
biological diversity, and ecosystem health), the assessment of which
in accounting appears to be extremely complicated and with a high
degree of probability will lead to the contravention of the principle of
prudence. In this regard, in order to represent the actual potential of
an enterprise in the valuation aspect in the integrated report we

126 Tam sxe.
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propose to apply a modified principle of prudence based on the
professional judgment of the “producer” of integrated reporting in
relation to the intangible indices of integrated reporting.

The following principle, namely full coverage, also refers
indirectly to the integrated reporting, in particular, as regards to
financial reporting, some indices of which should also be disclosed
in the integrated report, since it is in the financial reporting that
discloses all the information about the consequences of economic
activity (business transactions, events) which can influence the
decisions made on its basis. Is virtually impossible to disclose all the
information on the consequences of economic activity in the non-
financial component of integrated reporting and in determining the
strategy and prospects of economic activity for the future. Professor
A.S. Krutova is quite right as to referring to this principle: “... the
principle of full coverage makes sense only in relation to actual
events whereby an accountant is able to provide relatively complete
information within the framework of financial reporting or notes to
it. As regards to the provision of complete information on the
potential consequences of economic transactions and events that can
affect decisions made on its basis, this principle, in fact, affronts to
common sense. Firstly, how this or that information will affect the
decision made on its basis depends not only on its “producer”, but
also on the level of competence and the goals of the user himself.
Secondly, nobody can foresee all the consequences of economic
events, because life is always more diverse than we hope and no
forecast is 100% probable™?’. It is especially noticeable under
present-day complex political and economic conditions in the eastern
regions of Ukraine. In the integrated report of SCM company
(System Capital Management — the largest financial and industrial
group of Ukraine) in 2014, it is stated in the introduction of the
executives: “... a considerable part of the assets of the SCM Group
appeared to be directly in the zone of military operations in Donetsk
and Luhansk regions. It resulted not only in the losses from endless
destruction, the forced shutdown of enterprises, but also to
significant expenditures for repair work, the restoration of damaged

127 Kpyrosa A. C. OGmik B cHCTeMi eNeKTPOHHOI KoMepmii : MoHorpadis. Xapk.
JepK. yH-T XapayBaHHs Ta Topriemi. X., 2010. 395 c., C. 58.
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infrastructure and disrupted economic ties between enterprises”?.

This situation directly confirms the thesis that it is impossible to
foresee all the consequences of some economic events and ensure
their full coverage.

The principle of autonomy is derived from the civil law by the
theory of accounting. The idea of this principle is to emphasize and
represent in the accounting legal independence of an enterprise as an
economic entity and, accordingly, an accounting entity of the persons
who are its participants (founders)*?°. This principle contributes to
the achievement of a clear definition of the scope of accountability,
that is, economic activity is associated with a specific economic
entity. As to integrated reporting, this principle should be adhered
when disclosing information on financial indices of performance, in
terms of amount of income, key performance indices, the size of
capitals in terms of their types, etc. However, in some cases, when
forming an integrated report, economic entities do not adhere to the
principle of autonomy, in particular, it is applied to holdings, joint
ventures, enterprises that have joint assets (for example, one of the
first companies in Ukraine that began to form an integrated report is
a DTEK group which is a strategic holding company that manages
three operating companies with the assets in coal mining, thermal
energy and distribution, as well as alternative energy and gas
production, in fact, there are three companies, but the report is one).
In this case, the statement of S.F. Golov is rightful; he believes that
“the scope of accountability should not be identified only with a
legal entity”*®. In addition, an integrated report may include
information that may be of interest to stakeholders and is related to
the activities of the owners of economic entities and that is not
directly related to the reporting entity, but, for example, is aimed at
achieving the goals of sustainable development (acquisition of eco-
car, charity, biodiversity protection, etc.). Thus, the principle of

128 JITEK 2014 InrerpoBanuii 3sit. 172 c., C. 2-3

B it K. 1T 6 6ui i 6uiKoBO-
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3BiTHY IiH(opMawifo mignpuemMcrBa. [anuipkuil ekoHOMiuHMH BicHHK. 2012.

Ne6(39). C.76-92.

130 Tonos C.. Byxranrepcekuii oGnik B YKpaiHi: aHAT3 CTaHy Ta MepCIeKTHBH
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autonomy allows identifying the boundaries of an economic entity
that draws up an integrated report: territory, assets, liabilities,
economic relations, etc., and should be adhered to when presenting
information on the financial indices of performance, but may be
offset when disclosing non-financial information.

The principle of consistency is constant (from year to year)
application of the accounting policy chosen by the company. F.F.
Butynets directly refers the principles of accounting to accounting
policies. According to his interpretation, the principles of accounting
are the basic provisions of accounting policy of an enterprise, the
basis for the accounting policy formation**!. Change in accounting
policy is possible only in cases provided by national accounting
provisions (standards) and should be substantiated and disclosed in
the financial reporting®*2. This principle relates directly to integrated
reporting, since the process of forming an integrated report is quite
complicated and practically is not applied at the national economic
entities from the methodological, methodical and technical points of
view. An integrated report should not only contain static numerical
data, but accounting and analytical information generated as a result
of integrated thinking, is of value to stakeholders and discloses the
relationship between financial and non-financial indices. Accounting
policy should disclose the principles, rules, methods and procedures
for maintaining integrated accounting and integrated reporting in
order to collect, process and transfer financial and non-financial
indices to the integrated report of an economic entity. The main
objective of forming an integrated report is to provide financial
capital providers with substantiated and reliable information about
how an enterprise creates value over a long period of time.
Therefore, any changes in accounting policy are undesirable because
they cause risk of disrupting the comparability of results of an
enterprise performance over the reporting periods.

The principle of continuity of activity becomes particularly
relevant when an economic entity achieves the objectives of

3! Oprauizauis Gyxranrepcskoro o6iiky ; 3a pex. mpod. ®.d. Byrunms. JKuromup:
MIT «Pytay, 2002. 592 c., C.52.

%2 TIpo Gyxramrepcokuii oGmik Ta (iHaHCOBY 3BiTHiCTH : 3aKoH VYKpaiHu
[mpuitastuit  BepxoBhoto Pamoro VYkpainm Big 16.07.1999 p. — Ne 996]
[Enexrponnmii pecypc]. Pexxum noctymy : http://zakon.rada.gov. ua.
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sustainable development, which are aimed at continuous
improvement of economic, social and environmental indices of
performance of both an individual enterprise and the state and the
world as a whole. In the academic community there are different
points of view in relation to this principle, for example, scientists
A.S. Krutova and O.V. Kharlamova propose to interpret this
principle as one of the general assumptions, and not as a regulatory
component, which is the basis of the accounting methodology™****,
according to other scientists, the principle of continuity is the basic
principle of the reporting formation, or even is of great importance
not so much as a separate principle’®, but as a liaison in the
traditional system of principles and methods of accounting*®. When
forming an integrated report, this principle is mandatory to apply,
since in accordance with the IIRS, the report should disclose
information about: the short, medium and long-term strategic goals
of an organization; the strategy that an organization has developed or
intends to implement to achieve such strategic goals; resource
allocation plans that an organization has prepared or intends to apply
to implement its strategy; how it will assess achievements and final
results in the short, medium and long-term, as well as data on the
prospects for future activity”®’. The need to represent forecasting
information as a mandatory element of integrated reporting is directly
related to the adherence to the principle of continuity of activity.

As to the period of continuous activity it is assumed in the
Ukrainian standard that an enterprise will function “forever”®,

133 Kpyrosa A. C. O6rik B cucTeMi eneKkTpoHHOI KoMepIii : Momorpadis. Xapk.
JepK. yH-T XapayBaHHs Ta Topriemi. X., 2010. 395 c., C. 58.
134 Xapnamosa O.B. ®inaHcoBa 3BiTHICT 3a MDKHAPOJHHMH CTAHIAPTAMH:
MeToosioris (opMyBaHHS Ta NpaKTHKa iMIUIeMeHTalii B YkpaiHi: MoHorpadis.
Xapkis : Jlizep, 2015. 372 ¢., C. 34.
1 I'pumupmmr . [puHnun  GesmepepBHOCTI  yKpaiHi: [OpIBHSHHA 3
MDKHAapOIHUMHE cTaHgapTamu. byxrantepcekuii 06mik i ayaut. Nell. 2013. C. 3-8
38 Jleremuyx C.®., Bpoxyn H.C. Ipunmum GesmepepBHOCTI B GyXraaTepchKoMy
00JiKy: ICTOPHYHI acHeKTH, CYTHICTh Ta IUIAXH PO3BHUTKY. BicHuK JIBBIBCBHKOI
KoMepiiiHoi akagemii. JIpBiB: BumaBHunTBO JIBBIBCEKOT KOMEpIiitHOT akanemii,
2011. Bum. 38. C. 197-205.
157 MexayHapoAHbId CTaHAAPT HMHTETPUPOBAHHOW OTYETHOCTH [DJIEKTPOHHUHN
pecypc]. Pexxum mocryna: http://integratedreporting.org.

Ipununmmy 5. IlpunHiun — Ge3mepepBHOCTI  yKpaiHi: MOpIBHAHHA 3
MDKHapOJHUMHE cTaHgapTamu. byxrantepcekuii 061k i aymur. Nell. 2013. C. 3-8.
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Continuity is treated as an assumption of continuous activity in the
foreseeable future in paragraph 4.1 of the Conceptual basis of
financial reporting, and period of the assumption of continuity is
defined as at least 12 months from the end of the reporting period in
paragraph 26 of the International Accounting Standard™®. As a rule,
financial capital providers require more information than it is
disclosed in the financial reporting of enterprises. Primarily it is
referred to the information about the substantial risks of
discontinuation of activities in the future. The availability of such
information in the integrated report will enhance its quality, in
particular, from the perspective of forecasting the level of instability
of a company and adherence of the principle of continuity of activity.

The principle of accrual and compliance of income and
expenditure makes it possible to determine the financial result of an
enterprise’s activity based on a unified approach to including income
and expenditure to the reporting period. In general, the principle
ensures the objectivity of information that is formed in the integrated
reporting in terms of financial indices, but subject to an enterprise’s
activity under normal conditions. However, if a business entity is
harmed by emergency situations of a different nature or its activity
caused emergency situations, this principle of accounting is valid
only in terms of accrual*®. In fact, this means that the principle can
be applied in the integrated reporting only under the normal
conditions of an enterprise’s activity, and under the conditions of
crisis socio-political and economic phenomena incidental to Ukraine,
such a principle will, on the contrary, create the basis for distortions
in the integrated reporting.

The principle of prevalence of the essence over the form means
that business transactions are accounted according to their essence,
and not only based on the legal form. This principle in the course of
integrated reporting is determinative, especially in the process of
differentiating capital components (intellectual or human? production

139 Mixmapomuuit crammapr Gyxramrepchkoro o6miky 1 «[lomamus (iancosoi
3BITHOCTI» [Enextponnuit pecypc]. Pexum JOCTYIY:
http://zakon2.rada.gov.ua/laws/show/929_013.
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or financial?), economic and legal treatment of social and
environmental components and disclosure of information about them
in the integrated report.

The principle of historical (actual) cost, according to which
evaluating assets of an enterprise based on the costs of their
production and acquisition is priority, in fact, can be applied in the
assessment of elements of production capital in the integrated
reporting, but it is rather difficult to adapt for applying in the
assessment of environmental or social indices, the size of intellectual
or human capital. An integrated report should provide information on
how the organization creates value over a long period of time, that is,
the purpose of obtaining integrated reporting data is to diagnose
(assess) the value of a business. In this case, the supplier of financial
capital (investor) is interested in information about the actual, and
not the historical value of assets and liabilities, assessed at a market
(fair) value. According to L.V. Gnylytska, in order to apply
accounting information in the system of integrated reporting, it is
expedient to replace the principle of historical value with the
principle of flexibility in the assessment, which involves the
dependence of the choice of assessment on the purpose and needs of
the user of the reporting data'*. S.F. Golov, in turn, points out that in
the global accounting system, the choice of assessment should
depend on the user’s purpose and needs and should be defined as the
principle of relevance of the assessment'*?. Thus, the principle of
historical (actual) cost contravenes the requirement for the presenting
predictive and probable indices in the integrated reporting, which are
a mandatory element of an integrated report.

Predictive indices ensure strategic decisions and, as professors E.
Hendricksen and M. Van Breda point out, the value of an asset for an
enterprise may change over time, over a long period of time it may
lose value as a measure of cost of an enterprise’s resources, such as a

¥ upmupka JLB. CyuacHi MiIX0OAW 10 KBiHTECEHIi MyOIiYHOI 3BITHOCTI
MiANpUEMCTBA B KOHTEKCTI 3abe3nedeHHs iforo ekoHoMiuHoi Oesmexu. [Ipobremun
Teopii Ta METOAOJIOTIi OyXranTepchbkoro 00Ky, KOHTpoutio i anamizy. 2016. Bum. 1
(34). C. 48-65

12 Tonos C.®. Byxranrepchkuii oGk B YKpaiHi: aHAT3 CTaHy Ta MepCIEeKTHBH
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potential assessment or as a current market price of an asset'*. This
thesis is especially relevant under the current conditions of activity of
the national economic entities, which is associated with the
instability of exchange rates and complex economic and political
situation in Ukraine. Therefore, in order to assess the elements of an
integrated report, we suggest applying the principle of differentiated
assessment in terms of economic, social and environmental indices.
Methodology of differentiated assessment for each component of an
integrated report should be disclosed in the accounting policy of an
economic entity.

The principle of a single money measure in the integrated
reporting is not used, since indices in it are presented both in
monetary (monetized) measures and in the natural or labor (when
disclosing information on environmental indices, environmental
activity, the morale of employees, culture, ethical principles and
values, etc. ) In addition, certain performance indices can also be
presented in foreign currency to attract foreign suppliers of financial
capital. Therefore, the principle of relevant measures should be
applied when disclosing various indices of an integrated report.

The content of the principle of periodicity is the ability to divide
an enterprise’s activity into specific periods of time for reporting
purposes. Its adherence is mandatory in the integrated reporting, as it
allows presenting information on value creation in the short, medium
and long-term, disclosing relevant information about the results of
activity in the reporting period and comparing it with the previous
periods to determine positive or negative trends in achieving key
objectives of management.

Thus, adherence of the main statutory accounting principles in the
integrated reporting will, to a certain extent, ensure that only relevant
and useful information is included in an integrated report. At the
same time, IIRS expands significantly the list of source principles
that should be the basis for the preparation of integrated reporting
and clearly defines the basis on which the content of an integrated
report should be formed and which will affect the form of presenting
information in terms of the economic, social and environmental
components. The main principles for the preparation of an integrated

143 Xennpukcen E.C. Teopust GyXraaTepchKoro ydera ; mep. ¢ aHIIL ; MOA Pel.
npod. S1.B. Coxonosa. M.: ®unancs! u cratucruka, 2000. 576 c., C. 310.
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report in accordance with the approach proposed by the International
Committee on Integrated Reporting include the following: strategic
focus and orientation on the future; information coherence;
interaction with the parties concerned; essentiality; brevity;
reliability and completeness; continuity and comparability***. In
addition, Ukraine’s intention to join the EU and adoption of the
Association Agreement between Ukraine and the European Union
update the principles of a free market economy among which:
supremacy of law, appropriate management, fight against corruption
and promotion of sustainable development that are defined as the
basis for strengthening relations, which requires modification of the
theoretical basis of integrated reporting in terms of the main
principles and provisions.

Investigation of the normative base and the practice of applying
the principles set forth in the IIRS made it possible to conclude that it
is expedient to systematize them by clustering into three groups
according to the orientation and purposes of application: structural,
organizational and qualitative. Such systematization will, firstly, give
a deeper understanding of the nature of each of the principles, and,
secondly, will become a theoretical basis for developing a
hierarchical system of principles for integrated reporting.

In the developed hierarchical system of principles of integrated
reporting, the first group of principles affects directly the structure of
an integrated report and consolidates the initial provisions that must
be adhered in determining its content. We believe that the standard
does not fully take into account all the components of an integrated
report and emphasizes only the principles that relate to the strategy
and interaction with the interested users, at the same time, other
mandatory elements of a business model, namely capital, value, risks
and socio-ecological indices, are disregarded. Adhering the proposed
principles of integrated reporting, namely: capital dissimulation;
value approach; monitoring and risk control; ecologization and
socio-harmony will allow forming a system of the main indices to be
included in an integrated report and developing organizational and
methodical mechanisms for collecting and disclosing information
about them.

144 MexayHapoAHBId CTaHZAPT HHTETPUPOBAHHOM OTYETHOCTH [DIEKTPOHHHH
pecypc]. Pexxum poctyna: http://integratedreporting.org.
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The organization of the integrated reporting process requires
economic entities to develop specialized technological and
methodological approaches to the process of communicating,
collecting, processing and transferring information on economic,
social and environmental activity to an integrated report, which
requires consideration of specialized organizational principles. It is
evident that a outlying only the principles of collecting information
for an integrated report (information coherence, continuity and
comparability) can not adequately provide an integrated process.
Therefore, it is expedient to adhere to the organizational principles of
integrated reporting that cover the entire accounting process, which
combines the living labor of employees (the principles of center-
orientation and response), instruments of labor (the principle of
informatiology) and specific subjects of labor (the principle of
collation).

The information presented in the integrated reports must be
straightforward and aimed at clear understanding by its users on the
assumption that they have sufficient knowledge and are interested in
perceiving this information; the degree of utility of the information
included in an integrated report id determined by the quality
principles of the integrated reporting that are proposed to be
supplemented by the principles of openness, clearness and
temporality.

In order to develop the methodological foundations for forming
an integrated report, the principles of integrated reporting, defined by
the 1IRS, are proposed to be expanded and clustered into the groups
that determine their orientation and are systematized according to the
purposes of use (Table 2.4).

Table 2.4
Systematization of Integrated Reporting Principles
No. | Group Title Interpretation of the content
1 2 3 4
1 Strategic An integrated report should include
_ focus and analysis of tan organization’s strategy and
g orientation to | explain how this strategy correlates with
§ the future an organization’s ability to create value in
& the short, medium and long-term, as well
as the use of capital by it and impact on
them.
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Table 2.4 (continued)

3 4

Interaction Integrated report should include analysis

with the of the nature and quality of an

parties organization’s interaction with its main

concerned parties concerned, including how and to
what extent an organization understands
and takes into account their legitimate and
substantiated demands, interests and
requests.

Spatial An integrated report should include

continuum analysis of institutions of legal,
commercial, social, environmental and
political context that affect an
organization’s ability to create value in the
short, medium or long term.

Capital An integrated report should include

differentiation

information on the types of capitals used
by an organization to create value, their
description, components, size.

Value Information in an integrated report should
approach describe in detail how an organization
creates value in the short, medium and
long term
Monitoring | An integrated report should disclose
and control of | information on the risks that affect the
risks ability to create value by an organization

in the short, medium and long term and on
the corporate mechanisms of management

Ecologization

Integrated report should disclose
information on the introduction of the
systems of technological, managerial and
other decisions that enable to increase
efficiency of use of natural resources
while, at the same time, preserving or
improving the natural environment.

Socio-
harmony

An integrated report should disclose
information on the social responsibility
and social indices of an organization
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Table 2.4 (continued)

3

4

10

11

12

13

Organizational

Information
coherence

An integrated report should represent a
complete picture of combinations,
interrelation and interdependency between
the factors that influence an organization’s
ability to create value for a long time

Continuity and
comparability

Information included in an integrated
report should be presented: (a) on the
basis that does not change for a long time;
and (b) in such a way that comparison
with other organizations can be made in
those cases when it is essential for an
organization’s ability to create value over
time

Center-
orientation

To develop a system for collecting
information for an integrated reporting
process, it is necessary to form
responsibility centers according to the
hierarchical levels of management and
units of an enterprise

Colation

Information provided in an integrated
report is constantly verified for adequacy

Response

The process of integrated reporting should
be organized in such a way that to be able
to consistently respond to requests from
financial capital suppliers

14

Informatiology

Comprehensive application of information
technologies at all stages of transferring
information from the moment of its
registration to obtaining effective indices,
transferring them to an integrated report
and in the process of its presentation.

15

16

17

Quialitative

Significance

integrated report should disclose
information on the issues that have a
significant impact on the assessment of an
organization’s ability to create value in
the short, medium and long-term

Brevity

An integrated report should be concise

Reliability and
completeness

An integrated report should include all
essential facts, both positive and negative,
in a balanced form and error-free.
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Table 2.4 (continued)

1 2 3 4

18 Openness An integrated report should be accessible
to all the parties concerned, in particular
financial capital suppliers

19 Clearness An integrated report should include
sufficient information that is prepared so
that it can be easily interpreted by the
parties concerned.

20 Verification To increase business transparency an
integrated report should be verified by
means of an independent audit

21 Temporality Presentating information in an integrated
report should take into account cause-and-
effect relationships under time conditions

Source: the principles proposed by the author are italicized

The developed hierarchical system of principles of integrated
reporting sustains the thesis of G.A. Porter about that the principles
that are guiding for the formation of integrated reporting are
developed to improve the conditions of conducting business. They
represent a system of views on the formation of its indices, and their
adherence allows more complete understanding the process of
integrated reporting and a defining role in the methodology and
organization of the practical activity of economic entities that will be
proved in the next chapter of this work.
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PART 3

PROSPECTS OF INTEGRATED REPORTING
IMPLEMENTATION IN UKRAINE AND THE WORLD

3.1 Indices of integrated reports as indicators of sustainable
development

The change in the paradigm of a globalized economy functioning
based on the principles of sustainable development, which
emphasizes the unity of economic, ecological and social components
in the progressive harmonized development of mankind, requires
increased transparency of conducting business by economic entities
and the practical implementation of the modern concept of integrated
reporting that comprehensively and holistically highlights not only
the production and financial activity of economic entities, but also all
resources (financial, natural, social, intellectual) used and created by
them for internal and external users and provide business continuity
and sustainable development.

Legislative acts and initiatives on sustainable development in
Ukraine include: Laws of Ukraine “On Environmental Protection”,
“On Natural Air Protection”, “On Social Services”, “On
Environmental Approval”, “On Refuse”, “On Environmental Audit”;
state concept “Ukraine-2020” Sustainable Development Strategy”
and others. Since the beginning of its independence, Ukraine has
supported the main goals of sustainable development as formulated
in a number of international documents and programs developed
under the aegis of the UN (Table 3.1).

In July 2016, the Ministry of Economic Development and Trade
of Ukraine, with support of the United Nations, began holding
national consultations on adaptation and localization of the agenda
on the issues of development till 2030 and 17 Sustainable
Development Goals in Ukraine. The purpose of the consultations is
to promote the achievement of common understanding of the
Sustainable Development Goals, their topicality in the context of
national development of Ukraine in general, and trade sector in

particular'®.

5 MinicTepcTBO €KOHOMIYHOrO POBHTKY i TOpriBmi paszom i3 cucremoro OOH B
VYxpaiHi po3nodany HaioHAIBHI KOHCYbTamii momo 17 Llireit Cranoro Po3Butky B

88



Table 3.1

International documents and sustainable development programs

No. Title agg:)eti?)z Brief content
1 2 3 4
1 Rio de Janeiro | 14 June Includes 27 principles of
Declaration on | 1992 sustainable development, the main
Environment of which are: concern for people,
and environmental protection, poverty
Development eradication, adoption of effective
environmental legislative acts by
the states, total participation of
women in achieving sustainable
development, etc.
2 The Global 3-14 June | Section . Social and economic
Action Program | 1992 aspects
Agenda for the Section 1. Preservation and rational
21st Century use of resources with the aim of
development
Section Ill. Strengthening the role
of major population groups
Section V. Means of
implementation
3 Action Program | 28 June I. Statement of commitments;
for the further 1997 Il The progress assessment made
implementation since the UN Conference on
of the Agenda Environment and Development;
for the 21% Il Implementation in the areas
Century where urgent actions is required,;
IV. International institutional
mechanisms
4 The United 08 I. Values and principles;
Nations September | 11 World, security and
Millennium 2000 disarmament;
Declaration I1l. Development and overcoming
poverty;
IV. Protecting our common
environment;
Vkpaiui [Enextponnuit pecypcl. Pesxum JOCTYILY:
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Table 3.1 (continued)

2 3 4
V. Human rights, democracy and
good governance; VI. Protection of
the vulnerable;
VII Satisfying Africa’s special
needs;
VIII. UN Strengthening
Johannesburg 04 From our origins to the future;
Declaration on September | From Stockholm to Rio de Janeiro
Sustainable 2002 and Johannesburg; The challenges
Development facing us; Our commitment to
sustainable development; The future
belongs to the  multilateral
approach; Let it be so!
Plan of 04 I. Introduction; Il. Eradication of
Decision September | poverty; Ill. Change of unstable
Implementation | 2002 patterns of  consumption and
of the World production; IV. Protection and
Summit on rational use of the natural resource
Sustainable base of economic and social
Development development; V. Sustainable
development under conditions of
globalization in the world; VI.
Health care and sustainable
development;  VII  Sustainable
development of the developing
small island states; VIII.
Sustainable development for Africa;
IX Other regional initiatives; X.
Means of implementation
2005 World 16 I. Values and principles; II.
Summit September | Development; Il. The world and
Outcome 2005 collective security; 1V. Human
rights and the rule of law; V.
Strengthening of the United Nations
The future we | 27 June I. Our common vision; Il
strive for 2012 Confirmation of political adherence;

III. “Green” economy in the context
of sustainable development and
poverty eradication;
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Table 3.1 (continued)

1 2 3 4

IV. Institutional framework for
sustainable development; V.
Framework program of action and
future actions; VI. Means of
implementation

9 The 25 Sets seventeen goals: poverty,
Transformation | September | hunger and food safety, health,
of Our World: | 2015 education, gender equality, water
An Agenda for and sanitation, energy, economic
Sustainable growth, infrastructure and
Development industrialization, inequality, cities,
2030 sustainable consumption and

production, climate change, oceans,
biodiversity, peace and justice,
partnership. Each goal has its own
tasks, and the document totally has
169 tasks.

Source: compiled according to ™ 147148149

In addition, the Ministry of Economic Development of Ukraine
has developed a plan of measures for the implementation of the
Section IV “Trade and Trade-related Issues” of the Association
Agreement between Ukraine, of the one part, and the European
Union, the European Atomic Energy Copartnership and their
member states, of the other part, for 2016-2019, in particular with
regard to the Section 13 of the Agreement, entitled “Trade and
Sustainable Development”.

146 Crammit possuTOK: iH(pOpMANiHHO-aHATITHYHA 3ammKcKa [EIeKTpOHHHiA pecypc].
Pexxum  moctymy:  http://ipzn.org.ua/stalyj-rozvytok-informatsijno-analitychna-
zapyska/
wu Hexnapauus Puo-ne-Kaneilpo mo okpykaromiel cpeiae W pa3BUTHUIO
[OnexTponnsIit pecypc]. Pexum JocTyIma:
http://zakon5.rada.gov.ua/laws/show/995_455

KouBeHuun u cornaimieHuss [DnekTpoHHbI pecypc]. Pexum  mocryma:
http://www.un.org/ru/documents/decl_conv/conventions/agenda21.
149 Georgiev Todorov & Co The International Comparative Legal Guide to:
Corporate Governance in Bulgaria, 2011. URL: https://georg-tod.com/wp-
content/uploads/2018/01/1341217336-CG11_Chapter-6_Bulgaria.pdf
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The level of the country’s development by economic, social and
ecological indices allows assessing international indices, which to
any extent determine sustainable development of the states according
to various ratings. In order to determine the place of Ukraine among
the countries of the European Union (for comparing, it was chosen
the countries that are close to economic indices and mentality, and
the countries that were the first to become members of the European
Union), a comparison was conducted according to the economic,
social and ecological indices that are determined by the
corresponding indices (Table 3.2).

The social component of sustainable development of countries
can be determined by the indices of charity, social progress, human
development, knowledge and development of human capital. The
index of charity is calculated on the basis of surveys of the urban
population of the countries and it takes into account not only
monetary donations, but other forms of assistance to the needy.
During the survey respondents have to answer three questions:
whether they donated money for charity (last month); whether they
were engaged in volunteering activities (last month); whether they
helped a stranger who asked for it (last month). In addition,
respondents estimate on the ten-point scale how they are satisfied
with their lives™.

The most widespread types of charitable assistance in Ukraine in
2016 were donations through charity money boxes (51%), cash
assistance directly to the needy (28%), charity donations in the
church (21%), transfer of the interest from wages to charity (20%).
According to the State Registration Service, at the beginning of 2016
more than 15 thousand charitable foundations and organizations were

registered in Ukraine (Figure 3.1)™".

150 caf World Giving Index 2016. The world's leading study of generosity
[Electronic  resource]. Access mode: https://www.cafonline.org/docs/default-
source/about-us-
publications/1950a_wgi_2016_report_web_v2_241016.pdf?sfvrsn=4

5! Braropiiimicts B Yipaini: micnsemax 2016-ro [Enexrponnuii pecypc]. Pexnm
nocrymy: http://gazeta.dt.ua/SOCIUM/blagodiynist-v-ukrayini-pislyasmak-2016-go-
.html.
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the countries

Table 3.2
Indices that characterize the level of sustainable development of

93

Countries
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S S 82,62(76,1976,9479,7672,2378,2684,27/76,8877,6886,19
progress
S, E Human 0,86110,8190.8390.8430.7930.844(0.880(0.8280.818/0.890
development
S Human
capital 80.6378.1379.3477.3474.9974.9480.3376.3674.9981.59
development
S Knowledge |8.26|7.68|7.15|7.20|6.63|7.46|7.91|7.93|7.27|8.68
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Ecol  Environment oq cqas 2165 4981 2683.2485.4288.98 84.6 186.9880.15
al efficiency
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E Prosperity  68,5365,0263,64/65,9661,67,65,1071,22/62,5663,5074,41
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Table 3.2 (continued)

Countries
2l g s
= c > 3| < [
o c [<b] = =] (<] c
No. Index g _g g g é e g % g §§
TS| 8|E|E|&| |03 ®
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1 2 13|14 |15|16|17|18|19|20|21|22| 23
S Charity 30|39 |52|47|31|54|47|49| 19| 26| 106
S Social 8249 -* (88,6586,4284,7988,5889,3987,9478,2766,43 63
progress

S, E [Human 0.8730.8920.9220.9160.8880.907/0.9230.9160.8650.747 81
development
S Human 75.8579.2882.1881.5580.3280.0482.4780.7973.6478.42 26
capital

development
S Knowledge |7.94/801]|9.22|8.83|8.36|8.61|9.00/8.73|7.74|6.33| 56
E Food Safety |77.0| -* |85.0/83.9|83.8|81.6/82.6/854|735|56.1| 59
Ecol [Environment 84.4886.5882.0384.26 88.2(87.3889.21 86.685.81{79.69 44

al efficiency
E Economic |61,2|739|74,6|74,4|62,3|764|753|77,3|53,2|468| 162
freedom
E Prosperity  [66,1676,5377,4476,8372,9877,1877,3775,7163,0052,59 107
Comp|Society
lex [stability
social 77175|188|!88/84|85/86[86|77[80] -

ecological 52126[31|33|40|46|45|36|49|48]| -
economic 44177160|66|45|46|76|39|25(29| -
-* _no data

At the same time, despite a significant number of charitable
organizations, Ukraine occupies only 109th place out of 138
countries in the World Charity Index. To improve this situation, all
the economic entities should develop measures aimed at engaging
employees in charity, organizations themselves should practice
charitable activities, information about which should be disclosed in
an integrated report.
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Fig. 3.1 Dynamics of the number of economic entities engaged in
charitable activity in Ukraine for the period of 2011-2016

The Social Progress Index (SPI) characterizes achievements of
the countries worldwide in terms of social welfare and is based on
the combination of data from public opinion polls (12%), expert
assessments in the field of development (25%) and statistical
information of international organizations (61%)"**. In determining
the place of any country in the field of social progress more than 50
indices, which are clustered into three main groups: basic human
needs, the basis of human well-being, human development
opportunities (Figure 3.2).

Despite the social, political and economic complexities, Ukraine
has outrun all CIS countries by the level of SPI. Thus, Belarus
occupied the 66" place, Armenia — the 67", and Russia — the 75".
Ukraine received 66.43 points out of 100 possible, being included to
the group of countries with a level of social development “below
average”.

52 Peiirunrn CTpaH ¥ PErHoHOB [JJeKTpoHHUH pecypc]. Pexum pocryma:
http://gtmarket.ru/research/social-progress-index/info
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Fig. 3.2 The average level of the total index of social progress and
its components in 2016 by the countries of the world

Ukraine traditionally shows relatively high rates in the sphere of
access to higher education and basic knowledge, where it occupied
the 31% and the 28" places, respectively**®. Deloitte Global Chairman
of the Board David Kruikshenk points out that: “... the business
community has to contribute, as well as to cooperate with the public
and civil society in order to promote social development and achieve
its growth” ***. The results of this cooperation should be disclosed in

53 social Progress Index 2016 [Dmextpommmii pecypc]. Pexum mocryma:
http://www.socialprogressimperative.org/wp-content/uploads/2016/06/SP1-2016-
Main-Report.pdf.

* THEeKC COUiaTbHOrO po3Butky [Enekrponnuii pecypc]. Pexum npocrymy:
2016https://www?2.deloitte.com/ua/uk/pages/press-room/research/social-progress-
index-2016.html
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an integrated report when disclosing information about the
components of social and reputational capital.

The Human Development Index (HDI) is a composite indicator
that characterizes human development in the countries and regions
worldwide, is calculated by the experts of the United Nations
Development Program in conjunction with a group of independent
international experts who use in their work, alongside with analytical
developments, statistical data of the national institutes and
international  organizations™"™°,  The HDI measures the
achievements of a country in terms of health, education and the
actual income of its citizens, in three main areas for which their
indices are assessed in the form of numerical values from 0 to 1, the
average geometric value of which is an aggregate index of HDI in
the range from 0 to 1 (Figure 3.3).

In 2010, three new indices were introduced in addition to the
index mentioned: human development index, adjusted for
socioeconomic inequalities, index of gender inequality and the index
of multidimensional poverty®®’. Ukraine is included in the list of the
countries with a high level of human development according to the
level of the index, but it occupies only the 81% place. Norway is
ranked the first according to the human development index.

The top ten leaders also include Australia, Switzerland, Denmark,
the Netherlands, Germany, Ireland, the United States, Canada and
New Zealand. The first 50 places in the ranking are the category of
the countries with a very high level of HDI (Group I). Among the
countries of the former USSR, only the Baltic countries are included
in this group: Estonia — the 30" place, Lithuania — the 37", Latvia —
the 46™. The category of the countries with a high level of HDI
(Group Il) includes the countries that occupy places from the 50" to
the 105",

%5 Peiirunru CTpaH W pETHOHOB [DNeKTpoHHHMH pecypc]. Pexxum mocryma:
http://gtmarket.ru/research/social-progress-index/info

1% Koleva D. Strategic management — an educational aid, Published by VUZF
University, Sofia, 2015.

17 qxosnesa 10. K. PO3BHTOK JIOACHKOTO MOTEHIialy SK 6a3a s COLIANBHO-
eKoHOMiuHOro po3BUTKY. Kymbrypa nHapomoB IlpuuepHomopss. 2012. Ne 220. C.
122-126.
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Fig. 3.3 Method of calculating human development index

In this category, Russia and Belarus have shared the 50" position,
Kazakhstan occupies the 56™ place, Georgia — the 76", Azerbaijan —
the 78", Armenia — the 85", The third category that is the countries
with an average level of HDI (Group II1) includes the following
countries of the former USSR: Moldova — the 107" place,
Turkmenistan — the 109", Uzbekistan — the 114", Kyrgyzstan — the
120" and Tajikistan — the 129". The end part of the rating includes
the countries with the lowest level of development, these countries
are located mainly in Africa™®.

Human development can be also demonstrated by other indices:
Physical Quality-of-Life Index, Genuine Progress Indicator, Gender-
related Development Index, Vanderford-Riley well-being schedule,

158 poGora 3awIst MOACHKOrO Po3BUTKY. IIpesenTauis 1onosiai [IporpamMu posBUTKY
OOH 3 moacekoro po3Butky 3a 2015 pik. Bica. HAH Vkpainu, 2016. Ne 2. 67-72.
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The Economist Intelligence Unit’s quality-of-life index, Gross
National Happiness™®. The latter is of great interest; the concept of
Gross National Happiness Index was first mouthed in 1972 by the
fourth king of Bhutan Jigme Singh Wangchuk who emphasized that
it was impossible to assess the welfare of a country according to the
level of its GNP and proposed to assess a state’s development in
terms of the happiness level of its population'®. In 2006, the method
of assessing gross national happiness was finalized by the president
of the International Institute of Management, Med Jones, having
outlined the seven key criteria, each of which should be determined
by direct survey, as well as by the statistical data from various
sectors. Together, these criteria form a single macroeconomic
indicator, which, according to M. Johns, represents the real level of
the population’s well-being. The above mentioned criteria include:
economic well-being (average income, minimum wage, etc.);
ecological well-being (level of pollution, noise, water quality, etc.);
physical well-being (the number of seriously ill patients, hospitals,
etc.); mental well-being (sales volume of antidepressants, etc.); well-
being at the workplace (frequency of work change, lawsuits); social
well-being (level of divorce, criminogenic situation, etc.); political
well-being (level of democracy, freedom of an individual, etc.)*®.
We consider it to be expedient to assess the happiness level at
every enterprise, which forms an integrated report, by means of an
on-line survey of its employees according to the indices of material,
moral, psychological, social and ecological well-being, and for this
purpose to apply “corporate happiness index”. The development of a
standardized methodology for calculating a corporate happiness
index will allow comparing the aggregate happiness by enterprises of
different sectors of economy and forms of ownership, and will
ensure legality of presenting this index value in an integrated report
when disclosing information on human, social and intellectual-

159 Crariska H. B., Hanrowiii A. O. [lpuunHu Ta HACTIAKA 3HIKEHHS PiBHS JKUTTS
HacelIeHHS B YKpaiHi. AKTyaJbHI IIpo0OieMu AepkaBHOTO ympasiiHHS. 2016. Ne 1.
C.203-211.

160 Bikinenis BinbHa enmmkiomexnis [Enexrponmmii pecypc]. PexuM mocrymy:
https://uk.wikipedia.org/wiki.

161 Jlexuis Mena Jixonca «BaoBe HauioHanbHe macTsi» [EneKTpoHHHH pecypc].
Pexxum noctymy: https://kneu.edu.ua/ua/news_main/news_2011_09_12/
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reputational capitals. It is expedient to form the questionnaire
according to the groups of questions: general assessment of the
satisfaction with the conditions and the nature of work; ergonomic
and technical working conditions; tangible and intangible
remuneration; benefits package; assessment of the managerial staff
authority; training and development opportunities; career prospects,
motivation and self-realization; the level of cooperation, mutual
understanding and trust in the team, the opportunities of
psychological safety valve. Based on these questionnaires, we
propose to calculator Corporate happiness index according to the
formulas (3.1, 3.2).

[h =% i"n (3.1)

i" =X, q™m (3.2)

Where 1% _ the index of corporate happiness,

™ — total score of n" respondent,

q™ - respondent’s answer to the m-question,

m — number of questions in the questionnaire,

n — number of respondents.

Periodic assessment of the Corporate Happiness Indicator level
will help to increase staff’s satisfaction with work, reduce staff
turnover, clarify employees’ motivational benefits, and identify the
main problems and reasons for their dissatisfaction. For a company,
socially responsible business policy is the basis of its future that
provides information about the company’s total happiness in
integrated reports and allows providing stakeholders with
information about social factors in creating company’s value.

A periodic assessment of the corporate happiness level at an
enterprise will increase personnel’s satisfaction with work, reduce
personnel turnover, clarify the motivational benefits of employees,
identify the main problems and the reasons for their dissatisfaction.
Socially responsible business policy is the basis of the future of an
enterprise, and providing information on the aggregate happiness of
an enterprise in an integrated report will allow providing
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stakeholders with the information on social factors of creating value
by a company.

The next indicator of the social component of sustainable
development is the human capital development index, which is
determined according to 46 indices that are clustered into four main
groups: education (higher, secondary, primary) and vocational
training; health, physical and psychological well-being; job
placement and employment; infrastructure, legal protection, social
mobility. Compared to the HDI, in 2016 Ukraine was ranked the 26"
among 130 countries in the world according to Human Capital Index,
having improved its position by 5 points per year. To cover the entire
demographic profile, the study provides an assessment of the human
capital development in five age groups: (under 15 years, from 15 to
24, from 25 to 54, from 55 to 64, from 65 and over), which allows
determining strengths and the weaknesses in each of them (Figure
3.4)"*2 In 2016, the number of the working-age population in
Ukraine reduced to 30.9 million people, the share of the employed
was 60.3%, the unemployment rate is estimated at the level of the
indicator in 2015 — 7.2%, and the average age of the population
increased from 39 to 40 years'®. In order to improve human capital
development index an integrated report should provide information
in terms of spending money on human capital for its formation, use
and reproduction, as well as the assessment of potential economic
benefits, the value of these investments should be quantified and
supplemented by qualitative descriptions™®. In addition, there should
be provided information on the competences of employees, their
capabilities and experience, motivation, etc.

Knowledge index is a key indicator for both macro and micro
levels, because it characterizes not only a social component of
sustainable development, but also an economic one. Back in 1969, P.

182 PejiTHHrOBI OIIHKM POBBUTKY JIOACEKOTO Karritany 2016 [EnekrporHmii pecype].
Pexxum  moctymy:  http://edclub.com.ua/analityka/reytyngovi-ocinky-rozvytku-
lyudskogo-kapitalu-2016.

%% The Human Capital Report 2016 [Electronic resource]. Access mode:
http://imwww3.weforum.org/docs/HCR2016_Main_Report.pdf

164 Maemmiox T. B. JTioAChKHiA KaMiTal K 06'€KT iHTErpOBAHOT 3BITHOCTI: HAIPSMKH
peanizariii Mi>KHApOIHOTO CTaHIAPTy iHTErpoBaHOi 3BiTHOCTI. CTaH i MEePCHEKTHBH
PO3BUTKY 00iKOBO-iH(pOpMaLiiiHOi cucTemu B YKpaiHi : Marep. 3-1 MikHap. Hayk.-
mpakT. KoH., 10-11 xoBTHs 2014 p. Tepronins : THEY, 2014. C. 13-14.
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Drucker in his book “The Age of Discontinuity” raised the issues as
to what resource is the central in the modern economics'®.

The scientist stated that, at present, material, financial and
managerial resources are not decisive factors of production, and he
defined the knowledge economy as a special type of economy, in
which the crucial role belongs to knowledge, and their production
becomes a source of economic growth and competitiveness.
Knowledge index is an average value of three indices — education
index, innovation index and information technology and
communications index. For each group of indices, the countries are
rated by points from 1 to 10, in addition, general economic and social
indices, which include indices of the annual growth of gross
domestic product (GDP) and the value of Human Development

Index of a country are taken into account when calculating®.

up to I35 years

from 33 to 64 years 2 from 15 to 24 years

65 years and older from 25 to 54 years

The human capital mdex 2013 The human capital mdex 2016

Fig. 3.4 Rating assessment of the human capital index of Ukraine
by the age groups for the period of 2015-2016

In an integrated report, information on the knowledge is disclosed

185 Drucker P. The Age of Discontinuity. New York : Harper & Row, 1969. 394 p.
186 Knowledge Economy Report 2016 [Electronic resource]. Access
mode: https://issuu.com/nisciencepark/docs/connect-final-draft-low-res-2
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in terms of the intellectual capital components in the context of
corporate intangible assets based on the knowledge, in particular
intellectual property, when highlighting the place of knowledge in
the process of creating value and business model of an enterprise.

The ecological component of sustainable development of
countries characterized by the ecological efficiency index, which
represens the achievements of the countries in the field of managing
natural resources and their efficient use. In 2016, Ukraine was ranked
the 44™ position, having improved its results by 25% over 10 years.
The countries in the rating are distributed on the basis of the criteria,
clustered in 9 categories, the detailed analysis of which allows
identifying the strengths and weaknesses of a country in the field of
ecological efficiency (Figure 3.5)™"'%¢,

health status of the population
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biodiversity and living 5/ water and sanitation
environment 130 TI-
61
07 /
64 62
50
70
fishing water resources
forests agriculture

Fig. 3.5 Assessment of the ecological efficiency indices of Ukraine
in 2016

187 Ykpaina B peiituary exomoriumoi edexrusrocti y 2016 poui [Enexrpommmit
pecypc]. Pexum pocrymy: http://edclub.com.ua/analityka/ukrayina-v-reytyngu-
ekologichnoyi-efektyvnosti-u-2016-roci.

68 Mckenna C., Olswang N. EU rules Bulgaria’s new support scheme for
renewables unlawful —Lexology. LLP. 2018. URL:
https://www.lexology.com/library/detail.aspx?g=01035bab-f5a5-41b6-9adb-
76d217782c9%
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Information on the environmental assets of economic entities and
a society is a key indicator of the sustainable development of the
world economies and the mankind in general®*!"®. The need to
assess the environmental impact of Ukrainian enterprises is
enshrined in Section VIII of the Tax Code of Ukraine, which defines
the methodological principles for its assessment of the most harmful
results of its activity, namely: volumes and types of pollutants
emitted into the atmosphere by the stationary sources; volumes and
types of pollutants discharged directly into the water bodies; volumes
and types (classes) of the allocated waste, except volumes and types
(classes) of waste as a recyclable material, allocated on their own
territories (objects) of economic entities; volumes and category of
radioactive wastes generated as a result of the activity of economic
entities and/or temporarily stored by their producers beyond the
specified terms of the license period; volumes of electric energy
produced by the operating organizations of nuclear plants (nuclear
power plants)'". In an integrated report, it is necessary to present the
following indices in the context of the ecological component: the
share of the recyclable material used; energy use; energy intensity in
physical terms; consumption of fresh water for personal needs;
specific weight of recyclable water; greenhouse gas emissions;
emissions of substances into the atmosphere; specific emissions of
pollutants in physical terms; wastewater discharges; specific
wastewater discharges in physical terms; discharges of polluted
wastewater; amount of waste; specific volume of waste in physical
terms; the number of significant accidents with environmental
damage; environmental damage that has been compensated,;
initiatives as to mitigation of the impact of products (works, services)
on the environment and the scope of this mitigation; investments in
the environmental protection objects, the amount of ecological tax

1 . . .o . . o
69 L[eHTp PO3BUTKY KOPHOOPATUBHOL CON1AJIbHO1 B1AIIOBIAAJIBHOCTI. [EJ’IeKTpOHHI/II/I

pecype] Pesxxum mocrymy: http://www.csr-ukraine.org.

70 ‘patricolo C. Bulgaria Must do More to Liberalise its Energy Markets -
Novinite.com - Sofia News Agency, 2018. URL:
https://www.novinite.com/articles/191340/Bulgaria+Must+do+More+to+Liberalise+
its+Energy+Markets

" MonarkoBuit komexe Ykpainu [Big 02 rpymus 2010 poxy Ne2755-VI i3 3minamu i
JOTIOBHEHHSAMH | [Enextponnuit pecypc]. Pexum JIOCTYILY
http://zakon3.rada.gov.ua/laws/show/2755-17.
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paid and accrued in the reporting period.

The economic component of a country’s sustainable development
can be measured according to the indices of food supply security,
economic freedom and prosperity. Food supply security is
considered to be one of the main indices of socio-economic
development of a state. The Global Food Supply Security Index
takes into account the key factors such as the level of food
accessibility and consumption; availability and sufficiency of food;
the level of quality and safety of food products. Therefore, an
integrated report should contain information on biological assets,
investments in agriculture, the availability of certificates of 1ISO 9000
guality management system in the food sector and certificates of the
food safety management system, incentive measures in the form of
free or subsidized meals for employees, etc. In 2016, when
determining Ukraine’s rating the following aspects (quantitative
characteristics of which is more than 75 points) were named among
the strong ones: a low proportion of the population living beyond the
global poverty line (spends less than $ 1.90 per person per day), food
safety, low food losses, low import duties, sufficient supply and
availability of food safety programs. The weaknesses named were
the high level of corruption, the risks of political instability, and the
low value of GDP per capita'®*",

The index of economic freedom is calculated on the basis of 10
guantitative and qualitative factors, grouped into four broad
categories, or indicators of economic freedom: supremacy of law
(property rights protection, freedom from corruption); government
restrictions (fiscal freedom, government expenditures); regulatory
efficiency (freedom of business, labor market freedom, monetary
freedom); openness of markets (freedom of trade, freedom of
investment, financial freedom). Each of the ten economic freedoms
within these categories is rated on a scale from 0 to 100 points (Table
3.3). In 2016, Ukraine was ranked the 162nd out of 178 countries
and was recognized as a country with non-free economy. Our
economic freedom index is 46.8 points out of 100 possible.

172 Global food security index 2016. An annual measure of the state of global food
security [Electronic resource]. Access mode: http://foodsecurityindex.eiu.com/

178 Kabakchieva P., Ganev G. State Owned Enterprises: Preventing Corruption and
State Capture. The case of Bulgaria, 2017. URL: http://www.statecapture.eu
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Table 3.3
Value of Economic Freedom Index

No. Index value Ranking
1 80-100 Free

2 70-79,9 Mostly free

3 60-69,9 Moderately free

4 50-59,9 Mostly unfree

5 0-49,9 Repressed

In an integrated report, information on the level of economic
freedom should be disclosed when describing the external
environment in which an enterprise functions directly, in particular,
when highlighting information on the legislative and regulatory area
and the political environment of the countries where an enterprise
operates, which may affect the ability of an enterprise to implement
its strategy.

Ukraine also has a low prosperity index — only the 107™ place.
The index is compiled on the basis of many different indices,
clustered in nine categories, which represent various aspects of a
society’s life and the parameters of social well-being: economics;
entrepreneurship; management; education; health care; security;
personal liberties; social capital; ecology. In fact, these indices are
disclosed in each section of an integrated report and in order to
improve the prosperity index value of our state, it is necessary to
disclose in a meaningful way the qualitative and quantitative
parameters of each indicator.

A composite indicator that characterizes the level of sustainable
development of the countries in terms of social, ecological and
economic components is the society sustainability index, the
calculation of which is based on the assessment of 21 indicators: 9
indicators — by social measurement, 7 indicators — by ecological
measurement and 5 indicators — by economic measurement (Figure
3.6).

In addition to the sustainability index of a society, which
determines the country’s ranking in the achievements of sustainable
development, there is a methodology for assessing the level of
sustainable development of enterprises directly by means of the Dow
Jones sustainability index. It is calculated on the basis of a system of
criteria for various qualitative and quantitative indices in three areas:
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economic impact - corporate management effectiveness,
development of the system of crisis and risk management, adherence
to the code of business ethics / counteraction to corruption are
assessed; environmental impact — the quality of environmental
reporting and reporting in the field of sustainable development are
assessed; social impact — human capital development, attracting and
retaining talented employees, labor relations, corporate social
responsibility and philanthropy, social reporting are assessed*™®. The
main information source for assessing the Dow Jones index of
sustainability of an enterprise is integrated reporting, which should
disclose all of the above presented information, surveys of the top
managers and employees, a review of media information and a
feedback analysis of stakeholders’ opinion about a company’s
activity.
1. food sufficiency

21. statadabt 100 2. drinking water sufficiency

0wy - Lrrids
20. employment 7 G 3. zafz sanitation

19. GDP 4. aducation

18. actual savings 5. heslthy life th point
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12. consumption 11. r=newabla water r2sourozs

Fig. 3.6 Results of the point assessment of sustainable
development indices in Ukraine and the world in 2016

174 Kopriopatiema couianbHa Bigmosigamericts / mix 3ar. pex. B. S1. Topduukens,
H. Cr. PogioHoBoi. M: BunaBauurso IOpaiit, 2014. 570 c.
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Thus, the advantages of the investigated integral indices of
assessing various aspects of sustainable development include the
simplicity of their calculation and the convenience of interpreting the
results, the disadvantages include the existence of methodological
problems associated with the choice of indicators that will be
included in the index, conducting the procedure of weighing, and the
main problem is the lack of accounting and analytical information on
ecological, socio-economic indices of activity of economic entities,
which should be disclosed in the integrated reports, since when
determining the rating of a country by any index the combination of
data is usually obtained from public sources as well as the
information from international organizations and experts in the area
of development, that is also obtained by analyzing sustainable
development reporting. However, as practice shows, national
economic entities that draw up integrated reports usually place them
on their own website or even publish sustainable development
reports in a paper format only that complicates or even makes the
process of obtaining accounting information by stakeholders
impossible.

3.2 Formation of the global information model for integrated
reporting

To improve the rating of Ukraine by the sustainable development
indices, it is expedient to create a “Single Portal of Integrated
Reporting of Enterprises and Organizations of Ukraine”, at which
economic entities could publish reports on sustainable development
in the form of open data. At the “Single Portal of Integrated
Reporting of Enterprises and Organizations of Ukraine” the
enterprises and organizations of Ukraine (or those which carry out
economic activity in its territory) should be grouped according to the
sectors of economy, regions, organizational and legal forms, sizes,
forms of ownership, and 1IRS compliance of the reports, which will
allow adjusting a simple and convenient mechanism for searching
integrated reports according to different filters. The creation of such
a portal will promote dissemination of the concepts of integrated
reporting, provide information basis for state support for the
formation of sustainable development reporting and increase
motivation of economic entities to form integrated reports.
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Adoption of the Association Agreement between Ukraine and the
European Union requires directing activity of the parties to exchange
information and experience as to the existing systems and
innovations in the area of protecting the rights of shareholders,
creditors and other parties concerned by improving the information
interaction between national registries of economic information and
business registries of the EU member states. The need to create a
Single Portal for Integrated Reporting of Enterprises and
Organizations of Ukraine is also actualized by the fact that Ukraine’s
accession to the European Union will oblige large companies to form
integrated reports. In 2017, the provisions of Directives 2013/34 / EC
of 26 June 2013 on annual financial reporting consolidated financial
reporting and related reports of economic entities of certain types and
2014/95 / EC of 22 October 2014 on disclosure of non-financial
information became mandatory. In particular, the latter directive
requires that companies with over 500 employees (mergers and
acquisitions) should provide non-financial reports, disclosing
environmental aspects, social aspects and employment issues, issues
as to respect for human rights, aspects of fighting corruption and
bribery, and information on corporate management. The Directive
defines the following elements as mandatory for disclosure in a non-
financial report: a brief description of the functioning business
model; a description of the policies adopted in regard to the
abovementioned aspects, including the introduction of the due
diligence process; the results of the abovementioned policies;
significant risks that arise as a result of a company’s activity,
covering the produced goods or services provided and which are
likely to cause significant adverse effects, as well as information on

what steps have been taken by a company to manage those
r.iSkSl75,l76,177.

™ Directive 2014/95/EU of the European Parliament and of the Council of 22
October 2014 amending Directive 2013/34/EU as regards disclosure of non-financial
and diversity information by certain large undertakings and groups. [Enexrponuuit
pecypc]. Pexxum JOCTYITy: http://eurlex.europa.eu/legal-
content/EN/TXT/PDF/?uri=CELEX:32014L.0095&from=EN

178 Directive 2013/34/EU of the European Parliament and of the Council of 26 June
2013 on the annual financial statements, consolidated financial statements and
related reports of certain types of undertakings, amending Directive 2006/43/EC of
the European Parliament and of the Council and repealing Council Directives
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The biggest obstacle for the formation of integrated reports by
national economic entities is the lack or incomplete understanding of
the content and form of presentating information in it. Therefore, it is
also expedient to place reference information on integrated reporting
at the portal: 1IRS; requirements for recognizing a report as
integrated; regulatory and legal framework for sustainable
development; scientific publications and practical recommendations;
consultations of the leading national and international experts in the
field of integrated reporting; information on holding panel
discussions, conferences or presentations and their results;
international practices for the implementation of integrated reporting,
etc. In addition, it is expedient to provide users who formulate
integrated reports with the opportunity to receive professional
answers on various issues of integrated reporting, and corporate
consultants in the sphere of corporate reporting, analysts, investors
and other parties concerned with relevant information in terms of the
integrated reports materials. Therefore, the organizational and
technological scheme of the Single portal of integrated reporting of
enterprises and organizations of Ukraine should be designed based
on the logic, which combines the functions of submission,
verification and publication of integrated reports with the functions
of system administration, users authorization, systematization of
information and provision of consulting support (Figure 3.7).

The functioning of the “Single Portal of Integrated Reporting of
Enterprises and Organizations of Ukraine” will provide an
appropriate basis for strengthening cooperation between Ukraine and
the EU member states concerning the development of the
information society for the benefit of private persons and business be
means of providing universal access of information and
communication technologies, facilitating access to the markets of
electronic communications services and promoting competition, and
incoming of investments into the Ukrainian economy.

78/660/EEC and 83/349/EEC. URL: http://eur-
lex.europa.eu/legalcontent/EN/TXT/PDF/?uri=CELEX:32013L0034&from=EN

177 pavlov S. Bulgaria among EU countries with highest consumption of electricity
from renewables, 2018. URL.: http://bnr.bg/en/post/100932162/bulgaria-among-eu-
countries-with-highest-consumption-of-electricity-from-renewables
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In addition, publishing companies’ reports at the integrated
reporting portal will provide improvement of the dialogue between
economic entities that place their integrated reports at the portal with
all the parties concerned, in particular, with suppliers of financial
capital.

3.3. Expert assessment of the informative content of
integrated reports

The EU Integrated Reporting Directives have been developed in
non-regulatory manner, so there is a high degree of flexibility in
choosing the most appropriate model for disclosing the necessary
financial and non-financial information. Economic entities can apply
national frameworks or pan-European (for example, the EMAS (Eco-
Management and Audit Scheme) system of environmental
management and auditing), but for the recognition of reports
worldwide, it is expedient to apply international approaches which
involve integrated reporting.

The lack of common methodological basis and well-established
practice of forming integrated reporting by the national enterprises
has led to the fact that in the reports, which some economic entities
refer to as “integrated” or “sustainable development reporting”,
information presented is irrelevant, in some cases non-transparent or
incomprehensible at all.

The main reason for these shortcomings is that economic entities
apply different standards when forming integrated reporting; the
principles of drawing up an integrated report are not adhered to; a
significant number of indices and factors of the external environment
remain undisclosed, especially those relating to the adverse effects of
the activity, the ecological component of a report, risks, etc.

In order to identify shortcomings in the reporting of economic
entities, we will analyze them as to conformity with the IIRS
standards or other standards of sustainable development, disclosure
of the main indices of integrated reporting and adherence to the
principles when drawing up integrated reporting (Table 3.4, Table
3.5). National enterprises and foreign corporations, which operate at
the national market, are selected for comparison.
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Table 3.4
Expert assessment of the informatory content of the sustainable
development reports of the national and foreign enterprises
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Table 3.4 (continued)
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Table 3.5
An expert assessment of adhering integrated reporting principles
by the national and foreign enterprises

Principles of Integrated Reporting
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Table 3.5 (continued)

Principles of Integrated Reporting
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The conducted assessment of the informatory content of
sustainable development reporting has shown that among economic
entities, only DTEK Group states that its report is integrated,
however, presents only a few indices determined by IIRS in its
report. In general, the structure of reports of the national enterprises
is formed in accordance with the Sustainability Reporting Guidelines
of the Global Reporting Initiative (GRI), which is the prevailing
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standard for providing information on economic, environmental and
social indices that characterize sustainable development. The study
of the structure and informatory content of the reports according to
the GRI standards has showed that the reporting, drawn up according
to their requirements, is multidirectional, based mainly on
presentating information about the environmental impact and the
means of mitigating it and various social indices of an enterprise. In
our opinion, integrated reporting content should include a specific set
of indices that relate directly to the business model of an economic
entity and the value creation process, otherwise, due to the overload
of reporting with information on environmental and social impacts of
activity, there may arise some difficulties with its perception by
interested users.

The most well-grounded, structured and informatory is
international corporations reporting, the basis of which is formed by
both the standards of GRI and IIRS. The information presented in
these reports is interrelated, adhere to all principles of integrated
reporting, discloses both the positive aspects of activity and its
adverse effects, contains financial indices that characterize the
processes of creating value and distribution of capital in the value
chain of a business model, quantitative and qualitative risks
assessment, environmental impact assessment and information on
mitigation of such an impact. This proves the expediency of meeting
the requirements of IIRS, when presenting financial indices of
integrated  reporting to, which provide component wise
recommendations on disclosing components of a business model,
capital allocation by types, value disclosure of information in the
short, medium and long-term, etc. At the same time, IIRS does not
practically ~disclose requirements and does not provide
recommendations on the highlighting the environmental and social
components of integrated reporting. The clear recommendations for
these components are highlighted in the Sustainable Development
Standards of the Global Reporting Initiative, which were revised and
improved in 2016, and which enterprises reporting on sustainable
development should change over since June 2018. Therefore, it is
expedient to apply the recommendations presented in the GRI
standards when disclosing non-financial indices of integrated
reporting.
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Preparing an integrated report while, at the same time, meeting
the requirements of IIRS and GRI will provide companies with
significant benefits, but it also puts forward a number of problems,
the main of which is to ensure comparability of the data obtained in
different formats, from different departments of companies in
different fields of activity. One more problem is the balance between
the disclosure of positive and negative information about the activity
of an economic entity. The need for solving the determined problems
actualizes the need for developing organizational and methodological
basis of integrated reporting.

An enterprise’s accounting system plays a key role in the process
of developing organizational and methodological basis of integrated
reporting and the formation of an integrated report, since it is an
accounting system that it is assigned to reconcile all the diversity of
indices of strategy, a business model, predictive and actual indices of
financial and non-financial character within the framework of a
single and a systematically structured document that will represent
the reality of a business model and business development strategy
and its resource endowment with financial, intellectual, production
and other types of resources as well as an economic entity
performance in all major aspects of sustainable development —
economic, environmental and social.

The existing organization of the accounting system of the national
economic entities does not meet the requirements for the formation
of information support of integrated reporting. Therefore, the
development of the information system of an enterprise, which forms
an integrated report, should begin with the accounting system
modeling, that is, from the accounting policy formation. In this
regard, there is a need to develop accounting policy components that
can form a unified methodological basis for assessing all elements of
an enterprise’s capital, ensure high reliability and informativity of
reporting data and satisfy the balance of interests of different groups
of integrated reporting users.
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3.4 Sustainable development reporting as an instrument for
institutional reform in Ukraine

Acquisition of stable partnerships of Ukraine among developed
European countries requires from our country significant changes in
various spheres of social and economic life. Head of Regional and
Government Engagement, Member of the Managing Board of World
Economic Forum Philip Resler believes that "sustainable economic
growth, provided by strong and reliable institutions, is the best
guarantee of the future of Ukraine as a country located at the junction
of Europe and Asia"*"®. The characteristic of the state is connected
with its consideration in the integrity, allocated from the social
environment, system of various interdependent bodies and
institutions, called — the mechanism of the state. Implementation of
the institutional conception of the society development requires the
integration of all subjects of society efforts in order to create
conditions for the effective use of the potential of the domestic
market, natural resources, and powerful human capital. By linking
various general theoretical, abstract-logical and conceptual
guidelines for sustainable development, it should be noted that their
practical implementation directly depends on the main information
driver — accounting and analytical support for the sustainable
development of institutional units.

The World Economic Forum report "Scenarios for Ukraine:
Reforming Institutions, Strengthening the Economy After the Crisis"
performs the analysis of the results of broad consultations of more
than 300 leading experts, executives, large entrepreneurs and civil
society leaders, responsible for decision-making, confirmed the
necessity of creating in the country an effective system of global
metrology. Defining of key priorities for assessing the indicators of
socio-ecological and economic development in the long-term
perspective in post-crisis period. In this aspect, the World Bank
innovative methodology for assessing national wealth is based on the
following indicators of sustainable development: natural capital;
production capital (assets); human capital (human resources); social

18 GRI Sustainability Reporting Guidelines // Global Reporting Initiative.
[Electronic resource]. — Access mode: https://www.globalreporting.org.
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capital'’®**°. Subsequently, the materialization of the proposed

approach takes place under the auspices of the International
Federation of Accountants (IFAC), which initiated the development
of the Integrated Reporting Concept, aimed to providing stakeholders
with full information on the factors of influence that have a
significant impact on the ability of the business unit to create value in
the long run.

In recent years, among the important scientific research of various
aspects of accounting and reporting support of sustainable
development management should be allocated the works of T.I.
Efimenko V.M. Beetle, L.G. Lovinskaya, V.V. Evdokimov, D.O.
Gritsishen; Gl Roberts and P.K. Michael, who deeply explored the
organizational dynamics, ideological foundations, national and
public significance of the branch accounting standards development
and introduction of integrated reporting in order to prevent crises,
ensure social justice and economic independence, and respect for the
humans rights and freedoms. The conceptual foundations for
assessing of the institutional units social, human and environmental
capital were investigated by R.O. Kostyrko and K.V. Lee, the
problem issues of using of the integrated reports in the financial
security management and involvement of financial capital suppliers
were examined in the works of G. Seraphayma, and the
methodological tools for the integrated reports compiling, their
structure and the procedure of information disclosure were studied
by KA. Adams.

Without diminishing the significance of the existing
achievements, we have to admit that scientific and theoretical basis
of the organization and methodology for the formation of integrated
reporting as an element of the conceptual model of accounting and
analytical support for the sustainable development management of
the institutional units in the system of national accounts requires
further research, which was defined as the purpose of this article.

Achievement of the stated objective is accomplished by solving
the following tasks: determining the place of sustainable

Y 5 Odiniiinnit caiit CitoBoro Gamky. [EmextpomHmii pecypc]. — Pexum
nocrymy: http://www.worldbank.org/uk/country/ukraine.

180 GRI Sustainability Reporting Guidelines // Global Reporting Initiative.
[Electronic resource]. — Access mode: https://www.globalreporting.org.
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development reporting in the institutional reform in terms of
European integration; development of a conceptual model of
accounting and analytical support for the management of institutional
units sustainable development; substantiation of accounting and
analytical support main components in the process of sustainable
development reporting.

The concept of sustainable development dramatically changes the
value of accounting, and, accordingly, affects the formation of
accounting and analytical support as an information contour of
management of the economic, environmental and social components
of the institutional unit’s activities. The development of forms of
reports and identification of its indicators are directly related, firstly,
to changes in the interests of a particular group of accounting and
reporting information users, and secondly, to socio-political
conditions that affect the activities of a specific entity, in particular,
the level of economic development of the country and world in
general, and thirdly, to legal regulation of accounting and reporting
system.

The basic priority of improving the accounting and reporting
system is the progressive or regressive development of the
institutional environment'®!. Thus, development of the integrated
reporting is influenced by various institutions, which, according to
developed by V.M. Zhuk hierarchy of the institutional support of
accounting in Ukraine, expediently include the following: formal
institutes "in the heads of people" and "rules of the game"; institutes
of science, education, professional support; controlling institutions
and regulatory institutes'™. It is these institutions that form the
methodological basis for the integrated reporting.

Institutional transformations in the accounting system require the
introduction of a general database design that allows measuring and
predicting the potential effects of the economic, social and
environmental interaction of a business units and society. Solution of

181 Kopsirin M. B. IIpoGieMu Ta IepCIeKTHBH PO3BHTKY GyXTaITepchKoi 3BiTHOCTI :
moHorpadis / M. B. Kopsirin, I1. O. Kymuk. — Kuis: Intepcepsic, 2016. — 276 c., C.
28.

182 Kyx B. M. HeopmanbHi iHCTHTYTH CEIHCTBA y MOJCTIOBAaHHI pedopM Ta
arpapHoi nonitTuky: teopis i npakruka / B. M. Xyx // Exonomixa AITK. —2017. — Ne
9 (275)-C.5-18,C.9.
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this problem lies in design of a conceptual model of accounting and
analytical support for the institutional units’ sustainable development
management, with regards to the fundamental issues of value creation
process and its disclosure in integrated reporting (Figure 3.8).

With regard to the new reporting model T.I. Efimenko V.M.
Zhuk, L.G. Lovinskaya emphasize that it should be reflected in the
information environment of the concept of sustainable development,
which the international community recognizes as a new ideology of
the 21° century™®. Construction of the accounting and reporting
system of the country according to the proposed scheme allows to
solve problems of coordination of the public and private sectors of
the economy, to strengthen the principles of cooperation on the basis
of public interests in all areas of business activities.

The conceptual nature of the model of accounting and analytical
support involves the formation of a global dynamic image of the
management system of the sustainable development of the
institutional unit, which reflects the given development dynamics,
the nominal structure of the process of creating value added for
available capital and the hierarchical structure of causal relationships
in the time coordinates of the accounting process national accounts
system.

Based on the above suggestions, it is necessary to determine the
list of system tasks of the conceptual model of accounting and
analytical support that corresponds to the information requests of the
management system of sustainable development. Such tasks include:

— information management support at the input of the monitoring
and capital analysis in the context of the mission of the institutional
unit, which allows determining the amount of resources within the
existing business model that is transformed as a result of economic
activity;

— information support for the management of actions on the
accumulation of value in the life cycle of the transformation of
resources (capitals) into a new cost in time, from the total volume of
which the sustainable development of business depends;

18 €¢pumenko T. 1. Imdopmaris B aHTHKPH30BOMY YIpaBIiHHI

MIOOATBHUN aCTeKT CTaHaapTh3amii oOMiKy Ta (iHaHCOBOi 3BITHOCTI
moHorpadis / T. I. Epumenko, B. M. Kyk, JI. I'. JloBiaceka. — K. : JTHHY
«Axan. din. ynpasmaiaasy», 2015. — 400 c., C. 36.
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Accounting and analytical support of
business unit sustainable development
management

——
Objective

Creation and distribution of added value according to the data of global accounting by accrual and grouping
of economic operations according to economic indicators of national wealth in the national accounts system!

| Subject I | Object I

I . Capitals: financial, production, intellectual, human, socially-
Insitutional unit .
reputational, natural

| Accounting process information contour |

Environment, institutional units business model, organizational and financial structure, risks and
opportunities, business processes, results of activity, prospects for the future

|  Components of the accounting process in the national accounts |

Productionlf Income |finitial ‘Secondary Income  JAccount offj Financial
account || account [[distribution of § distribution’of J redistributio | capital account

income income accountfl n account
account

| Professional ethics applying criteria I

Professional values, professional judgment, integrated thinking

| Principles |

Balance, authenticity and completeness, continuity and comparability, materiality, interaction
with the interested parties

| Sustainable development reporting components |

"ECONOMIC" "ECOLOGICAL" "SOCIAL"

Economic performance Products and services Employment

Presence in the markets Com_pllance with Relations between

Indirect economic impact requ'|rements employees and

. Environmental assessment of management

Procurements practices suppliers Health and safety of life
Mechanisms of filling the Equal opportunities
complaints on environmental Anti-corruption
problems Privacy

Fig. 3.8 Conceptual model of accounting and analytical support
for the institutional units sustainable development management
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— information support for managing risks and opportunities that
fall within the area of influence on capital and ways of adapting the
strategy in the short, medium and long-term periods;

—information support for managing changes in the value of
different types of capital that have occurred as a result of economic
actions that give a competitive advantage and allow to create value.

The subject of the conceptual model should be understood as the
economic activity of the institutional unit, which is connected with
the circulation of capital — financial, industrial, intellectual, human,
socially-reputational and natural. In this case, to assess the
effectiveness of economic activity, the "understanding of processes
for creating a value other than financial" is of paramount
importance’™. In the context of the concept of integrated reporting,
capital is the fundamental object of a model of accounting and
analytical support for sustainable development, which can create
value and is the basis for its build-up in the long run. Determining
the composition of objects of the model accounting and analytical
support becomes of particular relevance in determining the elements
of the information contour of the accounting process.

Various approaches to the elements of integrated reporting testify
to the controversy of this issue'®®. We consider it expedient to fill out
the reporting block of the proposed model based on the priorities of
sustainable development of institutional units. The Sustainability
Reporting Hierarchy should include general and specific information
about the industry in which the company operates, as well as
indicators of its performance.

A detailed description of the reporting of sustainable development
is caused by a number of factors that determine the state of
development of socio-ecological and economic relations in society:
changing the structure of property of economic entities; loss of the
world economy signs of industrialization; introduction of resource-
saving technologies in production and social spheres; ecological
problems that need to be solved by minimizing emissions and
pollution in the process of production, recycling of waste products,

18 Adams C. A. The international integrated reporting council: a call to action / C.
A. Adams // Critical Perspectives on Accounting. — 2015. — P. 23-28, C. 25.

185 | ee K. W. The association between integrated reporting and firm valuation / Kin-
Wai Lee, Hian-Heng Yeo Gillian // Review of Quantitative Finance and Accounting.
—2016. — Ned47. —P. 1221-1250, C. 10.
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production of environmentally friendly products, which causes the
emergence of important accounting objects; the development of
corporate relations and the globalization of the economy*®.
Therefore, in order to summarize information on the functioning of
institutional units, study the dynamics of macroeconomic indicators
and analyze the proportions of creating national wealth, it is
expedient to formulate reports of sustainable development that are in
line with the national sectoral structural and institutional basis, take
into account metrological peculiarities of the system of national
accounts and enable the transformation of abstract social and
environmental categories into concrete reporting indicators.

The proposed conceptual model for the formation of accounting
and analytical support can be used as a methodological development
for the integral model of perfection, which corresponds to the general
program of measures for the 2017-2019 year of the Public
Association "Ukrainian Association of Excellence and Quality". The
development of a system of accounting and analytical support for the
management of the sustainable development of institutional units by
the proposed conceptual model will enable the formation of an
information base for substantiation of management decisions, the
formation and implementation of economic policies at the micro- and
mega-levels of management, assessment of market conditions,
development of an economic strategy for business entities,
coordination of foreign economic activity, development of a
democratic society. This will contribute to the improvement of
business perfection of domestic enterprises by updating the state
policy of Ukraine in the field of quality management of products
(goods, works, services), harmonization of the national system of
accounting standardization and further improvement of the systems
of verification of the reports of sustainable development.

18 Byneko O. B. MoIemoOBaHHS CHCTEMH OGTiKOBO-aHATITHYHOTO 3aGe3eueHHs
cy0’eKTiB ToCHOAapioBaHHs B yMoOBax crajoro po3sutky / O. B. Bympko //
Ipo6nemu exonomikxm. — 2015. — Ne 1. — C. 285-291, C. 288.
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CONCLUSIONS

1. The preconditions for the integrated reporting genesis are the
development of the institutional theory and the emergence of
institutional investors, activity of which are based on the principles
of socially responsible investment, Ukraine’s transition to the
European Union, increased requirements for the reporting
publication by stock exchanges in different countries of the world,
expansion of international cooperation in solving environmental
safety issues, development of modern information and
communication technologies. The specified improvements and shifts
in socio-economic relations have contributed to the fact that
integrated reporting has become the mainstream of today. To
implement a new reporting model in the practical activity of national
economic entities, there has been developed an eco-social and
economic concept of integrated reporting implementation, which will
enable realizing the task of global dissemination of the best practice
of integrated reporting and promote a dialogue between investors and
reporting draftsmen.

2. In order to develop prospects for further development of
integrated reporting in Ukraine and to determine its optimal structure
for different groups of users under modern economic conditions, the
historical retrospective of the formation of various forms of reporting
has been considered in the study. The retrospective analysis
conducted has shown that reporting has been a long way from
presenting information on the clay tablets to formatting electronic
reports, from drawing up only a balance sheet to integrated reporting,
which arose as a consequence of the gradual accumulation of
experience of corporate reporting under the influence of market
requirements. The conducted research has proven that the history of
integrated reporting dates back long ago before the emergence of the
International Standard for Integrated Reporting and official
publication of integrated reporting by some companies, while its
current structure was formed as a result of the expanding information
needs of the users of accounting and reporting information under the
influence of the processes of globalization and informatiology of
socioeconomic relationships.

3. The study of the regulatory and legal framework, the analysis
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of the peculiarities of drawing up integrated reporting by large
foreign and Ukrainian companies and identifying the needs of the
users of accounting and reporting information allowed concluding
that there is a conflict between the requirements of the legislation to
the preparation of financial reporting and the needs of management
systems that traditional reporting cannot satisfy. The monograph
reveals the advantages of integrated reporting in the context of two
contours — regulatory and legal and system and managerial, by the
following indices: the concept of the system of value creation,
subject of management, indices coverage, adaptability to the
requirements of legislative and regulatory acts, orientation in the
time space, mandatory record keeping, vector of application for
sustainable development planning and transparency.

4. In order to develop the conceptual and terminological framework
of integrated reporting and to determine the list of definitions, terms and
concepts that need to be clarified and explained, the provisions of the
legal and regulatory framework for integrated reporting have been
investigated in the work. According to the results of the conducted study
it is proposed to understand the term of “integrated reporting” as the
process of generalization of the indices characterizing the ecological,
socio-economic and financial and economic activity of an enterprise, as
a result of which a periodic integrated report is formed that contains
useful information on the value creation in short, medium - and long-
term perspective. Taking into account the above mentioned definition
and having based on the results of the research on the impact of modern
economic trends (physical economy, institutional economy, globalistics
and risk-oriented management) on the process of forming an integrated
report, there has been determined a list of its main indices, which take
into account the current versatility, scope and intricacy of changes in
economic activity of economic entities.

5. To enhance the information support vector of the decision-
making system, with priority groups of integrated reporting users
they are clustered into the groups: users within and outside the
enterprise, users with direct and indirect financial interest and
without it. The proposed differentiation of the users of integrated
reporting information will allow distinguishing their information
needs and creating an adequate mechanism for collecting and
differentiating integrated reporting information that will be of value
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to stakeholders.

6. The study of the regulatory framework and the practice of
applying the principles presented in the International Standard of
Integrated Reporting made it possible to conclude that it is expedient
to systematize them by clustering them into three groups according
to the orientation and purposes of application: structural,
organizational and qualitative. Adherence to the proposed structural
principles of integrated reporting, namely: capital differentiation;
value approach; monitoring and risk control; ecologization and
socio-harmony will allow forming a system of key indices to be
included in an integrated report and develop organizational and
methodical mechanisms for collecting and disclosing information
about them. In terms of the organizational principles of integrated
reporting that cover the entire accounting process, it is proposed to
distinguish the principles of center-orientation and response,
informatiology and colation. The degree usefulness of utility of the
information, contained in an integrated report, is determined by the
qualitative principles of integrated reporting, which are proposed to
be complemented with openness, clearness and temporality.

7. The monograph analyzes the indicators for assessing the level
of sustainable development. It is proposed to determine the social
component of sustainable development of the countries according to
the indices of charity, social progress, human development,
knowledge and human capital development; the ecological
component of sustainable development of the countries — by the
index of ecological efficiency; the economic component of
sustainable development of a country — by the indices of food
security, economic freedom and prosperity. In order to increase the
level of sustainable development of Ukraine the study has
determined the profiles of the accounting and analytical information
on the ecological and socio-economic indices of activity of economic
entities, which should be disclosed in integrated reports. The method
of calculating corporate happiness indicator is proposed, which
allows assessing the level of happiness at each enterprise, which
forms an integrated report, by means of on-line questioning of its
employees by indices of material, moral, psychological, social and
environmental well-being. In order to increase the level of
sustainable development of Ukraine the study has determined the
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profiles of the accounting and analytical information on the
ecological and socio-economic indices of activity of economic
entities, which should be disclosed in integrated reports. It has been
determined that in the context of social indices in an integrated report
it is necessary to disclose information on corporative intangible
assets based on knowledge, the place of knowledge in the process of
value creation and a business model of an enterprise, information on
the competences of employees, their capabilities and experience,
motivation, etc.; in the context of ecological indices — the share of
recyclable raw materials, energy use, water consumption, the
proportion of reused water, greenhouse gas emissions, emissions of
substances into the atmosphere, the number of significant accidents
with environmental damage, investments in the environmental
protection facilities, the size of the ecological tax accrued and paid in
the reporting period; in the context of economic indices — the level of
economic freedom in description of the environment, legislative and
regulatory framework and the political environment of the countries
where an enterprise operates, which may affect the ability of an
enterprise to implement its economic strategy.

8. To improve the rating of Ukraine by the indices of sustainable
development, it was proposed to create a “Single portal of integrated
reporting of enterprises and organizations of Ukraine”, at which
economic entities could publish their reports on sustainable
development in the form of open data. The organizational and
technological scheme of the Single portal of integrated reporting of
enterprises and organizations of Ukraine is proposed to develop
according the logic that combines the functions of submission,
verification and publication of integrated reports with functions of
system administration user  authorization, information
systematization and consultancy support provision. The functioning
of the “Single portal of integrated reporting of enterprises and
organizations of Ukraine” will provide an appropriate basis for
strengthening cooperation between Ukraine and the EU member
states as to the issues of the information society development for the
benefit of individuals and business by means of providing universal
access to information and communication technologies, facilitating
access to the markets of electronic communications services and
promoting competition and the inflow of investments into the
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Ukrainian economy. Publication of companies’ reports at the
Integrated Reporting Portal will facilitate the dialogue between
economic entities, which publish integrated reports at the portal, and
all the parties concerned, in particular, with suppliers of financial
capital.

9. To identify shortcomings in the reporting of economic entities,
the study has analyzed the sustainable development reporting of the
national enterprises and foreign corporations operating at the national
market in compliance with the requirements of the International
Integrated Reporting Standard or other standards of sustainable
development, disclosure of the main indices of integrated reporting
and adhering to the principles when drawing up integrated reporting.
It is determined that economic entities apply different standards in
the course of formulation of integrated reporting; the principles of
drawing up an integrated report are not adhered to; a significant
number of indices and factors of the external environment remain
undisclosed, especially those relating to the adverse effects of
activity, the environmental component of a report, risks, etc. It is
proposed, when presenting the financial indices of integrated
reporting, to adhere to the requirements of the International
Integrated Reporting Standard, which provide element wise
recommendations as to disclosing components of a business model,
differentiating capital by the types, value disclosure of information
in the short, medium and long-term, and when disclosing non-
financial indices of integrated reporting adhere to the requirements of
the standards of sustainable development of the Global Reporting
Initiative.
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Appendix A

Table A
Characteristics of Sustainability Reporting Standards
No. | Management | Components Description
1 2 3 4
Standard of reporting preparation.
A set of GRI recommendations for
reporting preparation in the sphere
of sustainable development. The
Description Guid_elines version 94 was
published In 2013 and in 2016 -
GRI  Sustainability = Reporting
Sustainability Standards Indices are divided into
Development three  categories:  economic,
Reporting environmental and social.
1 Guidelines of Reports based on GRI or in
the Global Participation | compliance with GRI principles
Reporting of companies | are issued by more than 4,000
Initiative organizations in different countries
(GRI) Sectors Any public or private companies
Corporative management; human
rights; labor practices;
Basic environmental impact; honest
sections business practices; interaction with
consumers; work with local
communities
Website www.globalreporting.org
Voluntary standards based on the
principles:
Institution of * The AA1000 Account Ability
Social and Principles Standard (2008)
Ethical provides organizations with a
Reporting framework for managing
2 (Account Description | sustainable development issues.
Ability): * AA1000 Assurance Standard
standards of (2008) provides auditors with
the AA1000 methodology to assess the
series compliance of the organization

with the principles of Account
Ability.
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Table A (continued)

4

Institution of

* AA1000 Stakeholder Engagement
Standard (2012) provides a
framework for interaction with the
parties concerned

Participation
of companies

Organizations from the countries
of North America, European
Union, Latin America, Middle
East, South Africa and other

S()Eiﬁlc:rd developing countries
- Financial services, pharmaceutical
Reporting . .
industry, energy production and
(Account mining industr
Ability): Sectors g Industry,
telecommunications, consumer
standards of roducts manufacturing, food
the AA1000 P 9
. industry
series -
Corporative management; human
rights; labor practices;
Basic environmental impact; honest
sections business practices; interaction with
consumers; work with local
communities
Website www.accountability.org
Instrument: CDP questionnaire.
CDP provides online
questionnaires to the companies
. wishing to represent the
Reporting . ; . .
S environmental impact of industrial
Guidelines and A .
- activities in the reporting.
Recommendati . .
* Ratings: CDI (Climate
ons of Carbon - .
. Disclosure Leadership Index) by
Disclosure the index of disclosing information
Project (CDP) | Description g

(Project on
disclosure of
information on
greenhouse
gas emissions)

on environmental impact) and
CPLI (Climate Performance
Leadership Index) (by the index of
environmental impact reduction).
The companies that have achieved
the best indices, taking into
account their market capitalization
are subject to inclusion in the
index.
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Table A (continued)

2 3 4
* Reporting Guidelines: The
Climate Disclosure Standards
ReDoIi Board (CDSB) (Council on the
xeporting standards for disclosure of
Guidelines anq Description | environmental impact). CDP
Recommendati internationally promotes
Orgigilg;;?:n integration of environmental
Project (CDP) information into financial

(Project on
disclosure of
information on

reporting

Participation
of companies

Investors and corporations of
different countries

CDP reports are prepared by the

greenhouse Sectors X ;
L companies of different sectors
gas emissions) - . -
Basic Environmental impact
sections
Website www.cdproject.net
Voluntary standard (no
certification).
Guidelines for organizations
wishing to conduct socially
Description responsible activity. Helps

International
Standardizatio
n
Organization:
1ISO 26000

organizations to implement
principles in practice, disseminates
information on the best practices.
The ISO 26000 standard was put
into effect in 2010.

Participation
of companies

Organizations in 163 countries

Sectors All types of organizations
Corporative management; human
rights; labor practices;

Basic environmental impact; honest
sections business practices; interaction with
consumers; work with local
communities
Website WWW.i50.0rg/iso
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Table A (continued)

4

OECD:
mechanism of
identifying
risks for
multinational
corporations

Description

The OECD mechanism of
identifying risks for multinational
corporations focuses on the risks
and ethical issues faced by the
companies that run businesses in
the regions with underdeveloped
practices of corporate management
that presupposes more cautious
investment management and
counteraction to unethical behavior.

Participation
of companies

34 member countries, including
industrialized countries in North
and South America, Europe and
the Asia-Pacific region

Sectors

International enterprises,
professional associations, trade
unions, civil society organizations,
international financial organizations

Basic
sections

Corporate management; human
rights; labor practices; honest
business practices; interaction with
consumers

Website

www.oecd.org

Sustainability
Reporting
Standards

Board (SASB)

Description

The Sustainability Reporting
Board classifies companies into 10
sectors and 89 branches for which
levels of resource consumption
and sustainable development
innovation potential are
determined. SASB issues sectoral
maps of significance, develops
standards for each sector, taking
into account its peculiarities.
Sustainability Accounting
Standards consist of tables of
indices and notes of the Board on
information disclosure. Standards
are classified taking into
consideration consequences and
innovative opportunities
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Table A (continued)

3

4

Participation
of companies

All public companies in the US

Sectors

89 branches in 10 sectors: health
care, finance, technologies and
communications, non-renewable
energy, transport, services,
resource transformation,
consumption, renewable and
alternative energy, infrastructure

Basic
sections

Corporative management; human
rights; labor practices;
environmental impact; honest
business practices; interaction with
consumers; work with local
communities

Website

www.sash.org

UN Global
Compact,
10 principles

Description

Voluntary Initiative. The UN
Global Compact requires signing
countries to adhere to 10 principles
in the area of human rights, labor
relations, the environment and the
fight against corruption. The
Global Compact also includes a
number of mechanisms applied in
the specified areas of Business and
Human Rights Learning Tool,
Guide to Develop Human Rights
Policy, Good Practices to Prevent
and Combat Human Trafficking,
Corruption Fighting E-learning
Tool, and others.

Participation
of companies

More than 10,000 corporations and
other parties concerned from more
than 130 countries

Sectors

Any company, business
association, trade union, nonprofit
organization, state structure,
scientific organization
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Table A (continued)

2 3 4
Labor relations; environmental
Basic impa(_:t; human rights_; labor
sections practices; honest k_)usmess
practices; work with local
communities
Website www.unglobalcompact.org
Mechanism and (or) standards.
The greenhouse gas emissions
reduction protocol is an
international mechanism applied
by the corporations, organizations
and government agencies to
measure greenhouse gas emissions
control them and represent in the
Protocol on reporting. The protocol consists of
Greenhoqse Description four separate but interrelated_
Gas Emissions standards: corporate accounting
Reduction and reporting standards (corporate
of The World standard); protocol and guidance
Business on project emissions accounting;
Council on the standard of accounting and
Sustainable reporting on emissions of the
Development supply chain (the so-called scope
(WBCSD) and 3); the standard of accounting and
the World reporting for the life cycle of a
Resources project.
Institute The mechanism is applied by the
(WRI) corporations, organizations and

Participation
of companies

government agencies in the
industrialized and developing
countries.

Any kind of organizations in

Sectors different sectors

Basic Environmental impact
sections
Website www.ghgprotocol.org
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Appendix B

Table B
Approaches to the definition of “integrated reporting” concept
No. Source Definition
1 2 3
1 | T.N. Slepneva, Is designed to combine information on
L.I. Khoruzhyi'®’ finance, public supervision, environmental

issues and social aspects into a single,
coherent and comparable integrated format.

2 A. Vyruchaeva'® It is financial reporting that, in addition to
complete and reliable information about the
company, also contains information on the
future development plans of a company and
on the future prospects of its activity.

3 T.0. Khachaturova™ | An instrument designed to unite all the
aspects of an enterprise’s economic activity
in one clear format.

4 u.Yu. It is a new corporate reporting model based
Roshchektaeva™® on the concept of integrated thinking that
presupposes the interrelation of financial
and managerial  reporting, corporate
management reports and remuneration, as
well as reports on sustainable development.

5 L.N. Gerasymova, It is a single document that represents
0.S. Korobkoval91 significant and accurate information on the
company’s strategy, corporate management
system and its performance indices in the
social, economic and environmental areas.

87 Cnemmesa T. H., Xopyxuii JI. . HMHTerpupoBaHHas OTYETHOCTb: HCTOPHS
pa3BUTHA U HEOOXOAMMOCTh NMpHMEHEHUs [DnekTpoHHbIN pecypc]. CTyneHdeckuit
Hay4yHbId (GopyM : Marepuansl V MexayHap. CTyH. 2JEKTPOH. Hayd. KoHG. M.,
2013. Pexwum gocryna : http://www.scienceforum.ru/2013/pdf/8799.pdf

188 BripyuaeBa A. OCOOEHHOCTH HHTETPUPOBAHHONH OTYETHOCTU. AKTyalbHas
oyxranrepus. 2013. Ne 10. C. 97-100.

8 Xauaryposa T.O. UHTerpupoBaHHas OTUETHOCTh: IOHATHE, HCTOPHS
BO3HUKHOBEHHS U Pa3BHUTHs, NIPUMEHEHHE Ha COBpeMEHHOM odtame. Kapembckmit
Hay4HbIH xypHaI. 2014. Ne 3. C. 103-104, C. 103.

190 pomexraera V.10. WuTerpupoBaHHas OTYETHOCTh KaK HOBBIH YPOBEHb PAa3BUTHSA
KopropatuBHO# oTuetHocTH. Hayunslit BectHuk FOUM. Nel. 2016. C. 40-44. C. 42.
19! Pepacumona J1.H., KopoGkosa O.C. Pa3sBHTHE HHTErPUPOBAHHON GYXranTepeKoil
oTyetHocTH B Poccun. DxoHoMuka u ynpaBieHue B XXI Beke: TeHICHIUHU
passutus. 2014. Nel17. C. 85-88.
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Table B (continued)

1 2 3

6 Consists of three main components:
Yu.V. environmental reporting, social reporting
Domashenko™ and corporate management, and, moreover,

integrated reporting is the language of a
“sustainable” enterprise and a way of
communicating to the potential user the
information as to how the value of an
enterprise is created and it contains forecasts
for the short-, medium- and the long-term
period of its activity.

7 M.V. Koryagin, A conglomerate of accounting and
P.O. Kutsyk™® management reports, which represent the
ability of an enterprise to generate value that
is presented to the external users for
decision-making.

8 CBB™ It is a combination of both financial and
non-financial reporting of enterprises.

9 V.F. Maksimova, This is a consolidation of financial and non-

R.V. Kuzinal95 financial information that represents the

ability of an organization to create and
maintain its value in the short, medium and

long term.
10 | Yu.V. Corporate reporting in the form of an
Novozhyloval96 individual or consolidated one with
representation of financial and non-financial

information.

192 Jomamenko FO. B. IHTerpoBana 3BiTHICTB: BAOCKOHAICHHIA OOJIK omeparii sk

HOKa3HUK e(eKTUBHOCTI AisbHOCTI. EkoHOMIuHMIt BicHuK. 2013. Nel. C. 70.

158 Kopsrin M.B., Kymuk II1.O. IlpoGmeMu Ta mEpCIEKTHBH PO3BUTKY
Oyxrantepcbkoi 3BiTHOCTI : MoHOTpadis. JI. : JIKA, 2016. 276 c.

194 CBB Iuterposana 3BiTHiCTS sKiCHA iH(OPMAITiS AT KOMIAHII Ta PO KOMITAHiO
[Enexrponnwuii pecype]. Pexxum moctymy: http://gurt.org.ua/news/recent/18762/

1% Makcimosa B.®., Kysina P.B. Jleski nurasHs hopMyBaHHs cKiafy (iHAHCOBHX i
HepiHAHCOBMX  IIOKAa3HWKIB  iHTerpoBaHoi  3BiTHOocTi. HaykoBmil  BicHHK
MykauiBcbkoro nepikaBHoro yHiBepcurery, 2015. Cepist EkoHomika. Bumyck 2(4).
Yactuna 1. C. 243-249.

1% Hosoxwunosa 0. B. HHTerpupoBaHHass OTYETHOCTh U €€ MECTO B CUCTEME
KOpIopaTuBHBIX oT4eToB. ColpanbHbele W TyMaHuTapHble 3HaHus. 2015. Ne 4. C.
248-255.
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Table B (continued)

1 2 3
11 | S. Adams, A new paradigm of reporting that is integral,
R. Simnet™¥’ strategic, adaptive, significant and relevant
as to different time measurements.
12 | R.O. Kostyrko™® This is a new model of corporate reporting,

based on the concept of integrated thinking,
which presupposes the interrelation of
financial and  managerial  reporting,
corporate  management  reports  and
remuneration and reports on sustainable
development.

13 | O.I. Gryshchenko™® | It is a combination of the elements of both
financial and non-financial reporting of
enterprises.

14 | O.A. Kuzmenko, combines  different  reporting  trends
M.V. Abrosymova®® | (financial reporting, management notes,
corporate  management  report  and
remuneration,  sustainable  development
report), integrating them into a single whole
that gives an idea of the ability of an
organization to create and maintain its value.

15 Chernikov A.N., a new instrument that will ensure efficient
Chernikova O.A.** | interaction of economic entities with global
financial markets and a wide range of
business partners.

197 Adams S., Simnett R. Integrated Reporting: An Opportunity for Australia’s Not-
for-Profit Sector. AustralianAccounting Rewiew. 2011. Vol.21. Issue 3. P. 292-301.,
C.292.

1% Kocrupko P.O. TlepcreKTHBH MiKHAPOHOI iHTErpOBaHOI 3BITHOCTI
[Enextponnuii pecypc]. Pexxum moctymy: http://www.irbis-nbuv.gov.ua/cgi-
bin/irbis_nbuv/cgiirbis_64.exe?C21CO

% Ipunenko O. L Tenpenmii Ta mpo6iemu GOPMYBAHHS {HTErpOBaHOI 3BITHOCT
cy0’extamu rocrofaproBaHas. Momouit Buernuit. 2014. Ne 2(05). C. 31-34.

200 Ky3bmenko O. A., Abpocumosa M. B. nTerpupoBanHast OT4ETHOCTh — HOBast
MOJIENIb OTYETHOCTH [T POCCUICKUX KOPHOpaLuil. AKaieMUYeCKU BECTHUK
TTAMODVIL. 2014. Nel (27).

2! Yepunkos A.H. Yepruxosa O.A. WHTErpupoOBaHHAS OTYETHOCTh — LEHHOCTH
B3aumozericteua B XXI Beke. [ToBoinkkuii TOpropo-3koHOMHYecKui xypHai. 2013.
Ne5 (33). C. 77-82.
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Table B (continued)

1 2 3
16 M.S. Rybyantseva It is a financial accounting instrument that is
V.E. Khramova®”? a complete array of information data about

an organization that includes a set of indices
that characterize the economic, social and
environmental aspects of an economic
entity’s activity, as well as on the system of
corporate management that allows interested
users to see the process creating value of an
economic entity and to form an opinion as to
its economic values.

17 | E.A. Kovpotina™ It is one of the types of reporting that
provides high-quality, timely, complete and
reliable information about a company and
includes data on a company’s perspective,
strategic plans for the future.

18 | E.S. Kopkova™* An instrument for strategic management that
promotes an increase in the level of
transparency of a company, combining
financial and non-financial information.

19 | V.G. Kogdenko, A brief report on how an organization’s
M.V. Melnyk®® strategy, management methods, results and
prospects, in the context of the external
environment, lead to the creation of value in
the short, medium and long-term.

202 M. C. Puibsnuesa, B. E. XpamoBa MHTerpupoBaHHass OTYETHOCTh KaK OCHOBA
HOBBIILICHUSI CYIIECTBEHHOCTH y4eTHOH mHpopmannu. Hayunsrii xypuan Kyol'AY.
2016. Ne120(06). [OnexTponHbIi pecypc]. Pexxum JocTyna:
http://ej.kubagro.ru/2016/06/pdf/101.pdf

2% Kopmotuna E.A. VHTerpupoBaHHAS OTYETHOCTh KaK COBPEMEHHAS MOZEID
(dopMupOBaHUS OTYETHOCTH. BecTHHK ECCEHTYKCKOTO HHCTHTyTa YHpaBIICHUS,
om3Heca n paBa 2015. Ne 11. C. 122- 125.

24 Komkona E.C. MHTErpupoBaHHAs OTYETHOCTh M HHTETPHPOBAHHOE MBIIUICHHE B
9BOJIIOLIMM CTPATETMYECKOro yIpaBieHus. BecTHuk coBpemeHHoil Hayku. 2015.
Nel2. C. 64-65.

25 Korgenxko B.T., Memsuuk M.B. MHuTerpupoBaHHas OTYETHOCTb: BOIPOCHI
(dopmupoBanus 1 aHaM3. MexyHapoaHbli Oyxrantepckuii yaet. 2014. Nel0. C. 5.
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Table B (continued)

2

3

20 | N. V. Malynovska®®

is a new corporate reporting model based on
the concept of integrated thinking that
presupposes the interrelation of financial
and  managerial reporting, corporate
management reports and remuneration, as
well as reports on sustainable development

26 Mammrosckas H. B. WHTerpupoBaHHas OTYETHOCTh — MHHOBALIMOHHAS MOJEIb
KOPIIOPaTHBHON OTYETHOCTH. MexIyHapoaHblil Oyxrantepckuid yuer. 2013. Ne 38.

C. 12-18.
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Appendix C

Table C
Ukraine’s rating by the global competitiveness index
Global competitiveness index (the 2014-2015 2015-2016
position of Ukraine by the main (among 144 (among 140
components) countries) countries)
76 79
1 2 3
Basic requirements 87 101 |
INSTITUTIONS 130 1130
State institutions 131 1130
- ownership 135 1131
- ethics and corruption 120 1107
- abuse of influence 131 1125
- waste of government spending 138 1134
- security 124 132 |
Private Institutions 120 1110
- corporate ethics 98 176
- accountability 127 130 |
INFRASTRUCTURE 68 69 |
Transport infrastructure 88 91
- the quality of the entire
infrastructure s 824
- quality of roads 139 1132
- quality of railway infrastructure 25 28 |
- quality of port infrastructure 107 108 |
- quality of air transport
infrastructure 9 197
Electricity and telephone
infrastructure 51 >4
- quality of electricity supply 69 75|
- the number of fixed mobile
communication subscribers / 100 33 132
inhabitants
- the number of fixed mobile
communication subscribers / 100 45 144
inhabitants

152




Table C (continued)

1 2 3

MACROECONOMIC
ENVIRONMENT 105 1341

Gross National Savings, % of GDP 134 1124

Inflation, change per year in % 75 134 |

Government debt,% of GDP 66 110 |
HEALTH CARE AND PRIMARY 43 45|
EDUCATION

Health care 82 82

- the level of tuberculosis / per 100

000 inhabitants %0 res

- prevalence of HIV,% of adult

population 106 1104

- the impact of HIV / AIDS on work 86 184

- child mortality / 1000 newborns 54 153

- anticipated life-expectancy 88 187

Primary education 32 34

- the quality of elementary education 40 45 |

- admission to primary education 31 33
Performance enhancers 67 165
HIGHER EDUCATION AND 40 134
PROFESSIONAL TRAINING

The share of education 14 14

- admission to secondary education

institutions 4l 139

?ad_mls_smn to higher education 13 14|

institutions

The quality of education 65 146

- the quality of educational system 72 154

- the quality of mathematical and 30 38 |

natural education

- the quality of management schools 88 187

- Internet access at schools 67 144

On-the-job training 88 174

- accessibility of specialized research 84 178

and educational institutions

- the quality of personnel training 92 174
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Table C (continued)

1] 2 3 4
EFFICIENCY OF THE GOODS
MARKET 112 1106
Competition 125 1122
Quality of demand conditions 70 168
THE EFFECTIVENESS OF 80 156
LABOUR MARKET
Flexibility 89 166
- fixed determination of wages 77 171
- the impact of taxation on incentives
to work 135 1121
Using Talents 70 158
- country’s ability to hold talents 132 1114
- country’s ability to attract talents 130 197
DEVELOPMENT OF THE
FINANCIAL MARKET 107 1211
Efficiency 109 113 |
- the availability of financial services 102 1101
- accessibility of financial services 123 123
- financing through the local capital 108 118 |
market
- easiness of access to loans 87 87
- availability of venture capital 97 102 |
Reliability and trust 100 120 |
- sustainability of banks 138 140 |
- regulation of stock exchanges 127 135
TECHNOLOGICAL READINESS 85 86 |
Technological borrowing 114 1103
- avallabll_lty of the latest 113 196
technologies
;_development of technologies at the 100 100
irm level
- direct investment and technology 197 1117
transfer
Using inform-telecom. technologies 69 80
- Internet users,% of the population 82 180
- subscribers of the fixed broadband 68 721
Internet / per 100 inhabitants
- bandwidth of the Internet, kb /s / 50 64 |
per user
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Table C (continued)

1 2 3 4
- activities of mobile broadband 107 121 |
subscribers / per 100 inhabitants
THE SIZE OF THE MARKET 38 45 |
The size of the domestic market 37 46 |
The size of the foreign market 38 39 )
Innovations and Improvement Factors 92 172
THE CONFORMITY OF BUSINESS
TO THE CURRENT 99 191
REQUIREMENTS
The number of local suppliers 80 161
The quality of local supplier 83 180
Scales of cost creation chains 79 170
Management of international
distribution 82 8
Modernization of the production 95 168
process
The boundaries of marketing 79 81 ]
INNOVATION 81 154
Innovation ability 82 152
Quality of research institutes 67 143
Expenses of companies for research
and development 66 154
Cooperation of universities and
industry in research and 74 74
development
Public Procurement of High-Tech
Products 123 198
The presence of scientists and 48 129
engineers
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