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The development of market relations and greater competition result in the need
to provide stakeholders with full and transparent information on the activity of
economic entities. In the contemporary world, report users that make investment
decisions submit new requests: it is no longer enough for them to have exclusively
financial data. Companies have an increasing need for the reflection of non-
financial information in their corporate reports. As a result, the practice of apply-
ing the innovative model of public reporting — integrated reporting — becomes in-
creasingly common. This fully applies to enterprises of the textile industry. The re-
search aims to identify the issues of the transition to integrated reporting and de-
vise ways to address them. The authors have used empirical and theoretical scien-
tific methods to achieve the set goal. The authors conduct a retrospective analysis
of the challenges of the implementation of the International Integrated Reporting
Framework into national accounting practice and determine the directions of in-
creasing the efficiency of the transition to integrated reporting. Special attention is
paid to the consideration of the factors of the successful implementation of the In-
ternational Integrated Reporting Framework into a national accounting practice.
At the end of the paper, the authors note that integrated reporting provides stake-
holders with transparent information on the activity of the enterprise, which con-
tributes to facilitating the process of the penetration of companies into interna-
tional markets. Based on the conducted full-scale analysis, the authors conclude
that the transition to integrated reporting constitutes a quite complicated process
since each country has its peculiarities of accounting regulation. Therefore, in or-
der to achieve the high efficiency of the process of the implementation of the In-
ternational Integrated Reporting Framework into accounting practice of a certain
country, it is essential to elaborate a detailed plan of the transition to integrated
reporting given the national specifics of the accounting system.

Pazeumue polHoOUHbIX OMHOWIEHUI U YIHCECM OUEHUE KOHKYPEHUUU NPUCOOAM
K HeoOXxooumocmu npeooCmaenenHus 3auUHmMepPecoBanHbiM UYam Hauboee
NHOJIHOIL U RNPO3PAYHON UHGOpMaAUUU O O0eAMEeAbHOCHU XO03AUCM EYIOUIUX
cyovekmos. B coepemennom mupe nonv3zoeamenu omuemHocmu, Komopvle
NPUHUMAIOM UHEECHIUUUOHHbIE DEUICHU, 8bIOBULAION HOBbLE 3ANPOCHL: UM Yiice
HeO0CMAamo4Ho UCKTIOYUMEIbHO (PUHAHCOBBIX OAHHBIX. Y KOMNAHUIL C KAHCObIM
2000M o3pacmaem RNOMPEOHOCMb 6 O0CBEUW|EHUU 6 CB80eil KOPnopamueHou
omyemnocmu ungopmayuu Hepunancoeozo xapakmepa. B pesynomame mozo
6ce 0onee  pACNPOCMPAHEHHOU  CMAHOGUMCA  HPAKMUKA  NPUMEHEHUs
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UHHOBAUUOHHOU MOOeIU RNYOIUYHOU OMYEMHOCMU — UHMEZPUPOGAHHOU
omuemnocmu. Imo 6 NOIHOU Mepe OMHOCUMCA K RPEONPUAMUAM M eKCM UTbHOT
npomviwnennocmu. ILlenvio uccnedoeanus aenaemcsa GviAsieHue npooaem
nepexooa Ha UHMEZPUPOGAHHYI0 OMYEMHOCMb U pa3padomkKa nymeil ux
pewenua. Jlna mozo umoodvl Oocmuypb NOCHMAGNEHHOU Uelu, aAGMOpbl
UCROIb306aU IMRUPUYECKUE U Meopemuyeckue oOweHayunvle Memoosvl. B
cmamove NPOBOOUMCA  PEMPOCHEKMUGHBLIL  AHAIU3  NpoONeM  8HeOpeHus
Mes#cOynapoOnvlx O0CHO8 UHMEZPUPOBAHHOI OMYEMHOCMU 6 HAYUOHATILHYIO
YUEemHYI0 NPAKMUKY, a mMaKyice Onpeoenaomcsa HANPAGIeHUs noGbIUEeHUA
Ippexmuenocmu nepexooa na unmezpupoeanuylo omuemunocms. QOcoboe
GHUMAHUE YOeNAemCA PpPAcCMOmpenur0 GaKkmopos ycneuinozo 6HeOPeHUs
MesicOynapoOnvlx O0CHOG UHMEZPUPOBAHHOU OMYEMHOCIMU 6 HAYUOHAILHYIO
yuemmnyio  npakmuky. B  3akniouenue cmamvu  ommeuaemca, uUmo
UHMeZPUPOBAHHAA omuyemnocmep npedocmasnsnem cmeiikxonoepam
mpancnapeHmuyro  ungopmauuro 0 O0eaAMmMeabHOCMU  NPeOnpUAMUA, UYMO
cnocoocmeyem ynpouieHur npouecca 6viX00a KOMNAHUIL HA MeMCOYHapoOoHble
pvinku. Ha ocnose npoeedennozo noaHomacuimadHoz0 aHanu3a aemopul
npuUxo0am K 6bl600y 0 mMOM, YHO NepPexo0 HA UHMEZPUPOGAHHYI0 OMUEMHOCb
npeocmaegnsiem coOO0l 0080JbHO CONCHBII NPOUecc 66Uy MO0, YMO Kaxcoas
CmMpana umeem ceouU O0COOEHHOCMU pPezZyIUPOSAHUA OyX2aamepcKo20 yuema.
Iloosmomy Ona docmusicenus 8vICOKOU pe3yibmMamueHOCHU NPOYEcca 6HeOpeHUs
Med#cOoynapooHvlx 0CHO8 UHMEZPUPOBAHHON O MUEMHOCIU 8 YUeMHYI0 NPAKMUKY
KOHKPDEemHO020 20cyoapcmea HeoOXooumo paspadomamsv OemaibHulii NIAH
nepexo0a Ha UHMEZPUPOCAHHYI0 OMUENHOCHb, YUUMbIEAIOWUII HAUUOHATILHYIO
cneyuduky cucmemuol yuema.
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Introduction

In the modern era of economic globaliza-
tion and strengthening integration, business
methods are becoming more complicated, the
requirements for financial statements are
growing, and stakeholders are increasingly
demanding non-financial data. There is a need
to generate and publish integrated reports that
are the source of actual information on the
activity of the enterprise.

Currently, numerous writings of academ-
ics and practitioners are focused on the mat-
ters of integrated reporting application. In
Russia, this subject matter is covered in the
works of some authors, such as A.D. Shere-
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met [1], O.V. Efimova [2], A.l. Ageey,
M.V. Galushkina [3], M.A. Vakhrushina [4],
M.V. Fomin [5], V.G. Getman [6],
0O.V. Soloveva [7], I.P. Kurochkina [8] and
N.V. Malinovskaya [9]. Among foreign re-
searchers, the following are worth nothing:
C. Jeffrey, J.D. Perkins [10], N. Berg [11],
R.G. Eccles, M.P. Krzus [12], J. Maniora
[13], D. loanna [14], J.C. Jensen [11],
S. Arvidsson [15], S.O. Idowu [16], M. Bhas-
in [17], G. Kukreja [18], M. Sarioglu [19],
B. Tjahjadi [20], D.A. Hossain [21] and
P.L. Joshi [22].

Integrated reporting that constitutes an in-
novative approach to the collection and pro-
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cessing of data required to meet the information
requests of stakeholders complies with the new
requirements of accounting practice [23]. The
main feature of this reporting is the comprehen-
sive and simultaneously brief reflection of the
factors affecting the business processes of the
organization. Integrated reporting enables
stakeholders to evaluate the business activity of
the company in more detail.

Advantages, fundamental concepts, and
key principles of integrated reporting corre-
spond to the modern requirements of corpo-
rate transparency made in the international
business community [24].

Worldwide experience has shown that the
implementation of the International Integrated
Reporting Framework into national account-
ing practice is a complicated multistage pro-
cess that is costly and time-consuming. In the
transition to this international standard, it is
necessary to consider the level of economic
development of the country and the readiness
of the accounting system for drastic changes
[25].

Methods

The research aims to identify the chal-
lenges facing countries in the transition to in-
tegrated reporting and devise ways to solve
them. The following tasks have been defined
to achieve the goals set:

« TOo conduct a retrospective analysis of
the transition issues to integrated reporting;

« To reveal factors of the International In-
tegrated Reporting Framework successful im-
plementation into national accounting practice;

« To determine directions of increasing the
efficiency integrated reporting implementa-
tion into accounting practice of different
countries.

In order to identify the problems of the
transition to integrated reporting, the authors
have employed general scientific methods:
analysis of schemes and comparative data
presented in the form of tables, generalization
and formalization of the information obtained,
synthesis, detailing, comparison, systems ap-
proach, and chronological analysis. In devel-
oping the recommendations on the efficiency
integrated reporting implementation of the
International Integrated Reporting Framework
into national accounting practice, the follow-
ing general scientific methods have been
used: study of regulatory legal acts, abstrac-
tion, and systematization of the results ob-
tained [26].

Results

Despite numerous positive aspects of inte-
grated reporting, countries face certain chal-
lenges when implementing the International
Integrated Reporting Framework (Fig. 1).

Challenges of the implementation of the International Integrated Reporting
Framework info a national accounting practice

Staffing
problem

High
cost

Lack of the
common form of
an integrated report

Complexity of
non-financial asset
valuation

Problem
of the legal
implementation

Insufficient
methodical

recommendations

Incomplete
understanding of
the benefits of
integrated reporting

Lack of transparent
information

One of the difficult moments is the lack of
qualified specialists in the preparation of cor-
porate reporting in accordance with the re-
quirements of the International Integrated Re-
porting Framework. Accountants should have
a high level of professional knowledge in the
field of accounting and finance to competent-
ly compile an integrated report. In order to
prepare an integrated report, it is essential to be
able to handle both financial and non-financial
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Fig. 1

information. The modern market experiences a
shortage of staff having adequate competence
and experience in the sphere of the integrated
reporting generation. This statement is fully
applicable to textile enterprises as well. It is
connected with the fact that integrated report-
ing is an innovative model of corporate re-
porting. The formulation of this reporting re-
quires that specialists in the field of account-
ing acquire new skills. In a great number of
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countries, there is no high-quality methodical
literature on integrated reporting.

Besides, the challenges are caused by the
problem of the legal implementation of the
International Integrated Reporting Framework
into a national accounting practice. Since this
standard is supranational, it does not consider
the specifics of legislation in the accounting
of a particular country. As a result, when in-
corporating the International Integrated Re-
porting Framework into the business practice
of a certain state, it might be necessary to
make amendments to some national laws. In
the process of the transition to integrated re-
porting, it is necessary to determine the pro-
cedures for approving the international stand-
ard at the national level and its position in the
legal system of the country and coordinate the
requirements of all laws and regulations [27].

When implementing the International In-
tegrated Reporting Framework into national
accounting practice, organizations are com-
pelled to bear fairly high costs and spend
much time [28]. The generation of integrated
reporting of the company takes quite much
time as the compilation of this report implies
the cooperation of the employees of all enter-
prise subdivisions. Financial expenses are
connected with receiving audit and consulting
services. Staff training is no less costly. Apart
from that, the pays of specialists having
knowledge in integrated reporting and corre-
sponding certificates are higher than the sala-
ries of ordinary employees. Moreover, in or-
der to formulate integrated reporting, organi-
zations need costly special automated pro-
grams. All this requires significant efforts
from companies to optimize the cost account-
ing system [29; 30].

A crucial issue is the lack of clear method-
ical recommendations on the preparation of
integrated reporting [31]. Furthermore, there
is no regulatory document reflecting the spe-
cifics of the formation of financial and non-
financial information by enterprises of the
textile industry. Since an integrated report is
an innovative type of reporting, the mecha-
nism of its generation has not been sufficiently
devised in practice. When compiling integrat-
ed reporting, enterprises frequently include
nonessential data in it, which eventually ham-

pers the analysis of the activity of the compa-
ny conducted by stakeholders. The Interna-
tional Integrated Reporting Framework does
not contain explicit requirements on the dis-
closure of information in an integrated report.
This document only specifies data that should
be reflected in integrated reporting. Economic
entities do not fully understand the modalities
of integrated reporting formulation.

The valuation of non-financial assets also
causes difficulties. This is due to the lack of a
common methodology for determining their
monetary measurements. As a result, stake-
holders face the problems of analyzing the
non-financial assets of the enterprise and in-
terpreting its reported data [32].

A major problem is the reluctance of the
organization management to disclose reliable,
full, and transparent information on the per-
formance and future plans of the company
[33]. Such a position of the enterprise manag-
ers is caused by the desire to reduce the tax
burden.

The transition to integrated reporting pre-
sents challenges that are related to the lack of
the common form of an integrated report. The
International Integrated Reporting Framework
contains only the fundamental principles of
integrated reporting generation.

The incorporation of the International In-
tegrated Reporting Framework into national
accounting practice is hindered by the fact
that the organization management often does
not completely understand the benefits that
the company could get due to the compilation
of an integrated report. In an environment of
high macroeconomic risks, enterprises strive
to cut costs. They do not intend to incur addi-
tional expenses connected with the recruit-
ment of highly qualified staff with the aim of
implementing the International Integrated Re-
porting Framework into their accounting prac-
tice and the preparation of integrated report-
ing. This largely explains an insignificant
number of integrated reports prepared by en-
terprises of the textile industry.

In addition to the above key challenges of
the transition to integrated reporting, some
other difficulties facing organizations should
be mentioned:
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« Lack of the unified practice of using the
International Integrated Reporting Framework;

« Unclear criteria for determining the suf-
ficiency of the volume of data included in in-
tegrated reporting [34];

« Difficulty in collecting and processing
information for the preparation of an integrat-
ed report [35; 36];

« Complexity of parallel accounting in ac-
cordance with national accounting standards
and the International Integrated Reporting
Framework;

« Difficulty in the simultaneous compliance
with the leading principles of integrated report-
ing, such as conciseness and completeness;

« Underdevelopment of integrated thinking
within the company;

« Reduction in the comparability of data of
the first integrated report due to distinctions
between the professional judgment of experts
in integrated reporting and the legislative
norms of a particular country in the field of
accounting.

There is no single algorithm for the suc-
cessful implementation of integrated reporting
in the world. Yet it is possible to identify the
factors contributing to the efficient incorpora-
tion of the International Integrated Reporting
Framework into the accounting system of a
certain country (Fig. 2).

Factors of the successful implementation of the International Integrated
Reporting Framework into a national accounting practice

L 4

Availability of affordable
domestic software programs
that allow compiling an
integrated report

Availability of accountants
and auditors with knowledge
on integrated reporting

Availability of a detailed
blueprint for the transition to
integrated reporting

Availability of adequate
funding

Support among major
company executives for the
implementation of integrated
reporting into national
accounting practice

In the process of the transition to the In-
ternational Integrated Reporting Framework,
countries inevitably face, to some extent,
challenges that the authors have considered. It
is impossible to completely eliminate these
problems. However, in order to minimize
them, it is essential to stick to the following
recommendations:

« To elaborate a road map for integrated
reporting implementation and popularization
[37] and advanced training of the specialists
in accounting (accountants could be trained
by means of organizing seminars at the enter-
prise with engaging external specialists to ac-
quire skills of working in new market condi-
tions or through sending employees on cours-
es in specialized institutions [38]);

« To develop programs, supported by the
state and recognized by the international
community, for training specialists in inte-
grated reporting that will be affordable to the
general public;
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« To open training centers providing the train-
ing of specialists in integrated reporting [39];

« To organize the issue of periodical pro-
fessional papers and magazines on the im-
plementation and application of the Interna-
tional Integrated Reporting Framework;

« To increase the quantity and affordability
of methodical literature on integrated report-
ing, which considers and analyzes the most
successful experience of the application of the
International Integrated Reporting Framework
around the globe both at the national level and
at the level of separate organizations [40];

« To draw up the guide on the use of the
International Integrated Reporting Framework
with methodical instructions, detailed expla-
nations, and comments;

« To establish the unified set of financial
indicators and non-financial information that
is mandatory to disclose in an integrated re-
port (this totality of data on the activity of the
company should be determined in such a way
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as to provide the economic security of the en-
terprise at micro and macro levels; in other
words, it is necessary to strike a balance be-
tween the transparency of the operation of the
organization and the protection against the
illegal use of secret data);

« To create the common methodology of
non-financial information valuation;

« To elaborate clear criteria to determine
the validity of forecasting data [41];

« To establish the standardized form of an
integrated report;

« To make ratings of highly qualified spe-
cialists in integrated reporting within a partic-
ular country;

« To strengthen the influence of the com-
munities and associations of specialists in ac-
counting in the process of the implementation
and dissemination of integrated reporting;

« To establish control over the compliance
with the International Integrated Reporting
Framework at the level of economic entities
(audit companies and private auditors that
have to express their views on the reliability
of data presented in integrated reporting
should play an important role in this process);

« To enhance the national legal framework
with a view to eliminating the contradictions
between the accounting standards of a certain
country and the International Integrated Re-
porting Framework;

« To develop national automated programs
that allow accumulating financial and non-
financial information and generating integrat-
ed reporting, which will be affordable to a
great number of enterprises;

« To improve the systems of accounting,
collecting, and aggravating financial and non-
financial data by means of the application of
contemporary information technology plat-
forms [42];

« To develop integrated thinking within
the organization through arranging different
conferences and round-table meetings with
the participation of the external specialists in
integrated reporting compilation;

« To analyze the relationship between the
value of a particular brand and matters of sus-
tainable development [43];

« To establish the investment, tax, and
credit programs of support for economic enti-

ties that disclose data on social and environ-
mental responsibility in their corporate re-
ports.

Discussion

In terms of data coverage and the level of
detail, the research conducted by the authors
is unparalleled around the world. The results
obtained in the course of analytical work give
a holistic view of all challenges the countries
face when implementing the International In-
tegrated Reporting Framework into their ac-
counting practice. In the research, the authors
have elaborated recommendations that could
significantly facilitate the process of the tran-
sition to integrated reporting and increase its
efficiency. Based on collected and systema-
tized data, the authors conclude that the tran-
sition to integrated reporting is a complex,
rather expensive, and time-consuming pro-
cess. Therefore, the state, which decided to
implement the International Integrated Re-
porting Framework into its accounting prac-
tice, should study and take as a basis the most
successful experience of countries that have
already switched to integrated reporting. Fur-
thermore, it is advisable to elaborate a plan of
the step-by-step incorporation of the Interna-
tional Integrated Reporting Framework into
the national accounting system, which takes
into account the level of the development of
the country and its national specifics. This
conclusion is generally consistent with the
opinions of the authors of the studies in the
field of challenges of the transition to inte-
grated reporting [19; 33]. Most researchers
reckon that in the context of the globalization
of the international economy, the scope of
integrated reporting application will be in-
creasing year after year since this model of
reporting most closely meets the contempo-
rary information requests of all stakeholders
[44]. Undoubtedly, since integrated reporting
is an innovative model of reporting, compa-
nies, when implementing the International
Integrated Reporting Framework into their
accounting practice, experience quite signifi-
cant difficulties, which hinder the populariza-
tion of this reporting. That is why it is vital to
develop measures to increase the efficiency of
the process of the transition to integrated re-
porting and put them into practice [45].
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CONCLUSIONS

Thus, the range of problems connected
with the process of the implementation and
practical application of the International Inte-
grated Reporting Framework is quite wide.
Their solutions require integrating efforts of
all stakeholders at the national and interna-
tional levels. Nevertheless, the significant role
of the International Integrated Reporting
Framework in the development of the ac-
counting system allows suggesting that this
accounting standard is the most appropriate
system of accounting rules in modern society.

In an environment where markets are
global and interconnected, integrated report-
ing becomes increasingly common around the
globe. Reports generated in accordance with
the International Integrated Reporting
Framework provide obtaining full and trans-
parent information, which facilitates the pro-
cess of the penetration of national companies
into the international stage [19]. When the
International Integrated Reporting Framework
is introduced into the accounting practice of a
certain country, it is essential to consider the
national specifics of the established account-
ing system and study the most successful ex-
perience of foreign countries in the transition
to the international standard. In addition, it is
recommended to use computer programs that
function well in foreign enterprises and allow
accumulating financial and non-financial data
in order to generate an integrated report.
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