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Nowadays, one of the pressing issues in the field of companies reporting, includ-
ing enterprises of the textile industry, is the problem of incorporating into account-
ing practices integrated reporting, harmoniously combining information on the or-
ganization’s financial standing and non-financial data related to such aspects of its
activities as environmental protection, the implementation of various social pro-
grams as well as the corporate governance policy. The preparation of integrated re-
porting requires significant financial and non-financial costs from companies. This
fully applies to enterprises of the textile industry. Therefore, showing benefits that a
company could reap from incorporating the innovative reporting model is a task that
needs to be addressed. This is the subject of this article. The authors have developed
their own method that allows to clearly demonstrate and quantitatively assess bene-
fits received by organizations from the formation of the new reporting format. The
article presents its application using a practical example. The calculations have
shown that key financial indicators, such as market capitalization, earnings per
share and the amount of accounts payable, are growing at considerably higher rates
for companies that have implemented integrated reporting than for those that do not
compile such a reporting model.

Oonum u3 aKmyajabHbIX 60NPOCO8 6 001acmu (HopMuposanus omuemHocmu
npeonpuamuil, 6 MoOmM 4ucie MeKCMUIbHOU NPOMBIUUIEHHOCU, Ce200HA A~
emcsa npoonema 6HeOPeHUsA 8 YUemHy0 RPAKMUKY UHMeZPUPOSAHHOI OMUEMHOC-
mu, 2apMOHUYUHO 00beOUHAIOWCl UHPOpMaUUI0 0 PUHAHCOBOM COCMOAHUU KOM-
nanuu u HehuHAHCOBbIE OAHHbBIE, KACAIOWUECA MAKUX ACHEKN 08 ee 0eamenbHO-
cmu, KaK oxXpana oKpyycarouieil cpeovl, peanu3ayus pazHooopasnbvlx couuaibHbIX
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npozpamm, a maxice nOJIUMUKA 6 chepe Kopnopamuenozo ynpaene-nusa. Dopmu-
POBaHUE UHMEZPUPOSAHHOI OMYEMHOCIU MpPedyem Om Op2aHu3ayuil 3HA4Umeb-
HBIX 3ampam UHAHCO8020 U HePUHAHCOB020 XapaKkmepa. Imo 6 HOAHOU mepe Om-
HOCUMCA U K NPEONPUAMUAM MEKCMUNbHOU npomviuiienHocmu. Tloamomy Oe-
MOHCIpPAYUs 661200, KOMOPbLE KOMRAHUA MOMCEM NOTIYYUMb OM UHKOPROPUPOGa-
HUA UHHOBAWUOHHOU MOOeIU OMYEMHOCHU, AGIAEMCA 3a0ayeill, mpeoyouieil céo-
€20 peuwienus. ImMomy noCeAULeHA OAGHHAA cmamb. Aemopamu papadomana coo-
CMBEHHAA MEMOOUKA, NO3BONAIOWAS HA2TIAOHO RPOOEMOHCMPUPOBANb U OUCHUMb
6 KOJIUYECMEEHHOM BbIPANCEHUU NPEUMYU|eCnEd, noayuaemvle npeonpusmuAMu
om hopmuposanusn Ho60z2o popmama omuemnocmu. B cmamove na npakmuueckom
npumepe npeocmaeneno ee npumenenue. Illposedennvie pacuemot nokazanu, 4mo
makue Kilouesvle (PUHAHCOBbIE NOKA3AMeNU, KAK PbIHOYHAA KARUMAIU3AUUA,
npudbLLIL 6 pacueme HA OOHY AKYUIO U 6ETUYUHA KPEOUMOPCKOIL 3A001)CeHHOCTmU,
Y KoMnauuii, UHKOPHOPUPOGAGWUX UHMEZPUPOBAHHYI0 OMUEMHOCHMb, PACHIYM
3HAUUMENIbHO Dolee 8bICOKUMU MeMnamu, uem y mex, KOmopuvle He ropmupyrom
MaKyw mMooeib OmuemHoCmu.

Keywords: financial reporting, non-financial reporting, integrated reporting,
advantages of implementing integrated reporting, financial indicators, market
capitalization, earnings per share, revenue, accounts payable.

KiarwueBble cjioBa: (MHAHCOBASI 0TYETHOCTDH, HE(PMHAHCOBASI OTYETHOCTD, HH-
TEerpUPOBAHHAA OTYETHOCTb, MPEUMYILECTBA OT BHeJPEeHUsS] HHTErPHUPOBAHHOM
OTYETHOCTH, (UHAHCOBBIE MOKA3ATEJH, PHIHOYHASI KANUTAJIU3ALMS, TPUObLIb B

pacueTe Ha aKIIMI0, BLIPYYKA, KPEAUTOPCKAA 3210/ I’ KEHHOCTb.

Integrated reporting is an effective method
of presenting information on the business
model of any company, including enterprises
of the textile industry, since it contains concise
data on how the organization’s strategy, man-
agement system, performance and future plans
taking into account the conditions of the exter-
nal environment contribute to the creation and
preservation of the company’s value in the
short, medium and long term [1; 2]. It consti-
tutes a new reporting model that provides the
most complete data on the enterprise’s work,
potential risks and prospects for its develop-
ment as well as harmoniously combines finan-
cial and non-financial indicators characterizing
the organization’s activities [3].

Integrated reporting satisfies the infor-
mation needs of stakeholders to a much greater
extent than financial reporting. This is due to
the fact that it reflects data not only on the
achieved results of the enterprise’s activities
but also its strategic and tactical plans [4].

Stakeholders of corporate reporting are
groups of individuals and organizations inter-
ested in results of the enterprise’s activities as

well as dependent on them. Stakeholders in-
clude shareholders interested in receiving div-
idends and increasing the market value of the
company’s shares; creditors interested in re-
paying loans previously provided to the organ-
ization; the management and employees of the
enterprise interested in the stability of its finan-
cial position in the long run; government agen-
cies interested in the sustainable growth and
development of the company and an increase
in tax revenues to the budget; etc.

The main advantage of integrated reporting
is providing concentrated financial and non-fi-
nancial information on the organization’s
work, which makes it possible to conduct a
comprehensive analysis of the company’s ac-
tivities and contributes to strengthening the
trust of investors and other stakeholders [5; 6].
Apart from that, it allows to enhance control
over the financial risk management process.
The analysis of integrated reporting enables
the organization’s management to make in-
formed decisions on the company’s future
plans, ways to mitigate possible risks and the
most attractive directions of its development
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[7]. For instance, if the company has an unfa-
vorable climate in its team, its performance in-
dicators deteriorate significantly, but this fact
is not reflected in financial statements.

Integrated reporting improves the transpar-
ency of the organization’s work and increases
the trust of stakeholders in it [8; 9]. On the one
hand, its implementation into the accounting
practice of an enterprise helps to enhance its
image and also increases the status of the or-
ganization, making it more attractive to poten-
tial investors and creditors. On the other hand,
the incorporation of the innovative reporting
model is associated with certain difficulties
and problems [10].

The implementation of integrated reporting
into the company’s accounting practice con-
siderably contributes to improving the enter-
prise’s competitiveness. This is due to the fact
that this reporting provides stakeholders with
data that gives an understanding of how the
company’s key processes and related activities
influence each other, how effective links are
established between them as well as what are
the possibilities of forming and increasing the
organization’s value.

The preparation of integrated reporting
contributes to enhancing the efficiency of fi-
nancial capital allocation in the economy as a

whole since this reporting provides the most
complete and transparent data on the enter-
prise’s activities [11]. The accumulation of
such information implies the interaction and
well-coordinated work of all departments of
the company, which in turn helps to increase
the level of corporate management effective-
ness.

Integrated reporting gives a clear view of
the financial, manufactured, human, intellect-
tual, natural, social and relationship capitals
importance in the organization’s operation as
well as their relationship. It not only reflects
indicators characterizing the company’s per-
formance in the past but also discloses detailed
information on its future plans, development
forecasts, potential risks and prospects, which
enables investors to make informed decisions
on the directions of investing funds as well as
individuals who determine public policies and
regulatory bodies to identify possible risks of
volatility in the markets and take appropriate
measures to reduce them [12].

Integrated reporting is primarily aimed at
meeting the information needs of stakeholders
who are external to the organization, but it also
brings certain benefits to internal users

(Fig. 1).

| BENEFITS OF INTEGRATED REPORTING FOR INTERNAL USERS |
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With a view to reflecting the diversity of
advantages that the generation of integrated re
-porting provides, the authors propose to sys-
tematize and classify them. To solve this prob-
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lem, it is advisable to identify four aggregated
groups of advantages presented in the figure
below (Fig. 2).
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In order to test the hypothesis, put forward
by the authors, about the positive impact of im-
plementing the innovative reporting model on
the assessment of the enterprise by stakehold-

Fig. 2

ers and its quantitative evaluation, the authors
have developed the algorithm, the essence of
which is presented in the figure below (Fig. 3).

COMPANIES

|

That have implemented
integrated reporting

Y

Calculation of the increment
rates of the indicators, selected
for analysis*, of 2021** in
relation to 2011*** for
individual companies

A 4
Averaging **** the increment

Comparison of the
average increment
rates of each indic

l

Thar have not implemented
integrated reporting

Calculation of the increment
rates of the indicators, selected
for analysis*, of 2021** in
relation to 2011*** for
individual companies

y

(2021/2011) separately

rates of each selected indicator
(2021/2011)

y

Averaging **** the increment
rates of each selected indicator
(2021/2011)

Result of the comparison: the average increment rates of the selected indicators for
companies that have implemented integrated reporting are significantly higher than for

companies that have not incorporated it

r

Conclusion about the positive impact of the implementation of integrated reporting on the
assessment of the company by stakeholders

* revenue, owners’ equity, credits and loans, accounts payable, market capitalization, earnings per share (selected as
indicators that best characterize the level of stakeholders’ trust in the company)
** 2021 was chosen as the last reporting year at the time of the analysis for which integrated reports of all the studied

companies were published

*%% 2011 was chosen as the last year in which none of the studied companies had yet compiled integrated reporting

**%* by the simple arithmetic mean method

As part of testing the proposed algorithm,
the authors selected a group of companies
whose integrated reports are publicly available
and whose shares are listed on stock exchanges

(due to the need to calculate market capitaliza-
tion) as well as a group of organizations that do
not compile any type of non-financial report-
ing as of 2021.
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According to the legislation of the Russian
Federation, all companies that list their shares
on stock exchanges are required to prepare fi-
nancial statements in compliance with the In-
ternational Financial Reporting Standards
(IFRS).

Enterprises of the textile industry were not
included in the analyzed samples due to the
fact that the list of Russian textile companies
placing their shares on stock exchanges is very
limited.

As candidates that could be included in the
analyzed samples, the authors considered a
number of Russian organizations operating in
the textile industry which at different periods
of time listed their shares on stock exchanges.

They include Obuv Rossii Group which,
among other activities, is also involved in the
production of fabrics and places its shares on
the Moscow Exchange; OOO Salyut-Textil
that was previously a publicly traded company,
but whose shares have not been in free circula-
tion for a long time; AO Kolomenskiy Zavod
Khlopchatobumazhnoy Produktsii, the histori-
cally large textile enterprise, which also ceased
trading shares many years ago; ZAO Mos-
kovskaya Fabrika Tekhnicheskogo Sukna that
changed its organizational and legal form from
an open to a closed joint-stock company and
now does not participate in public auctions;
knitwear and silk factories of the former
USSR, some of which once listed their shares
on trading platforms, but currently almost all
of them have closed or ceased active trading of
shares. Thus, the majority of enterprises that
could potentially be included in the analyzed
samples changed their organizational and legal
form and ceased listing their shares.

Given the extremely small number of Rus-
sian issuers in the considered segment of the
textile industry as well as the lack of publicly
available integrated reporting prepared by
them, they could not act as an object of study
of the organization’s benefits from the imple-
mentation of integrated reporting. Therefore,
the research was conducted on the basis of en-
terprises of various sectors of the economy that
met the specified selection criteria.

The authors identified indicators like reve-
nue, owners’ equity, debt burden in the form of
credits and loans, accounts payable, market

capitalization and earnings per share as metrics
that most clearly demonstrate advantages of in-
tegrated reporting. These indicators reflect the
level of stakeholder trust which is closely re-
lated to the transparency of the company’s re-
porting.

Among the selected indicators, the amount
of an organization’s equity and market capital-
ization are key metrics each of which has its
own specifics and is used for different pur-
poses of assessing the enterprise value.

A company’s market capitalization, the
amount of its equity and enterprise value are
interrelated indicators that reflect various as-
pects of business valuation.

Thus, capitalization reflects the market
opinion on the current state of the company
and its growth prospects. The amount of capi-
talization depends on investors’ expectations
regarding the future development of the organ-
ization.

A company’s equity is the difference be-
tween its assets and liabilities; it includes
shareholders’ capital, reserves and accumu-
lated profit. Its amount is closely related to en-
terprise value since a high share of equity indi-
cates the financial stability of the organization,
which makes investments in such a business
less risky for investors and has a positive effect
on the market valuation of the company. A
high share of equity gives the organization the
potential to attract borrowed funds on favora-
ble terms, which in turn leads to a decrease in
the cost of capital and thereby increases the
value of the company in the eyes of investors.

The majority of the indicators selected for
analysis are significantly influenced both by
the organization’s environmental policy and
environmental risks. Thus, enterprises with a
positive environmental reputation can expect
an increase in revenue due to additional sales
of their products to environmentally conscious
buyers. They could count on more favorable
terms for obtaining debt financing as well as
increased demand for their shares from poten-
tial investors. Thus, environmental risks indi-
rectly affect most of the indicators selected for
the study.

The values of the above indicators were ob-
tained from open data sources such as pub-
lished reports, the National Register of Corpo-
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rate Non-Financial Reports, websites of Rus-
sian and foreign companies, market data ag-
gregators  (Market Cap, Companies-
MarketCap.com, StockMarket-Cap.org), the
website of Russia’s largest community of trad-
ers and investors (Smart-lab.ru) and the global
online directory of corporate responsibility re-
ports (Corporate Register).

While conducting the analysis, 2011 and
2021 were taken for comparison. The choice of
2011 is due to the fact that this year none of the
enterprises selected by the authors for the
study has yet prepared integrated reports in ac-
cordance with the norms of the official inter-
national document.

The authors’ confidence in the absence of
integrated reports for 2011 is due to the fact
that the first official document regulating the
procedure for compiling integrated reporting —
the International Integrated Reporting Frame-
work —was released in December 2013. There-

fore, organizations began to generate inte-
grated reports, meeting the requirements of
this document, for accounting periods starting
in 2013. All integrated reports, prepared and
published by companies for reporting periods
before 2013, could be considered a prototype
of integrated reporting.

2012 was not chosen by the authors for the
study due to the fact that the draft document
called ‘The International Integrated Reporting
Framework’ was presented this year and some
enterprises, interested in the implementation of
integrated reporting, had already begun to
make attempts to incorporate the innovative re-
porting model into their accounting practices
in the process of preparing their reports for
2012.

The choice of 2021 is due to the fact that
this year is the last reporting year at the time of
the analysis for which integrated reports of all
the studied organizations have been published.

.

1. Collection of information necessary for conducting the study (values of the indicators, selected for
the analysis™* of the activities of Russian and foreign companies that have implemented integrated
reporting, of 2011 and 2021)

that have

separately

| 2. Calculation of the basic increment rates of the above-mentioned indicators* for each company l

3 _Averaging®* the increment rates of the above-mentioned indicators® separately for Russian and

foreign companies.

Identification of indicators that are most sensitive to the implementation of integrated reporting
(market capitalization, earnings per share, the amount of accounts payable)

Russian companies

implemented integrated reporting

A group of companies

Comparison

Foreign companies

4 Conclusion:

the implementation of integrated r\:pornng has a similar pcsltl\ & impact on the
analyzed indicators of both Russian an d foreign companies.

At the same time, the sensitiv: n:y of Russian companies”® indicators to the incorporation of integrated

reporting is significantly higher than that of foreign ones

5. Collection of information necessary for conducting the study (values of the identified most
sensitive to the implementation of integrated reporting indicators™** characterizing the
activities of Russian and foreign organizations that have not implemented integrated reporting.

of 2011 and 2021)

that have

6. Calculation of the basic increment rates of the above-mentioned indicators®*** for each company
separately

|

7. Averaging ** the increment rates of the above-mentioned indicators *** separately for Russian and
foreign companies

Comparisorn |

Foreign companies

Russian companies

I

1ot implemented integrated seporting

A group of companies

8. Conclusion: the indicators that are most sensitive to the mplennenmuon of integrated
reporting™®** show negative or slightly positive dynamics both in the group of Russian
companies and in the group of foreign companies that have not implemented

integrated reporting

9. Comparison of the average™*

increment rates of the indicators that are most sensitive to the
implementation of integrated reporting™**

lemented

Organizations that have
implemented integrated reporting:

hat have

= Russian companies

- Foreign companies

|

tegrated reporting

Comparisort

Organizations that have not
implemented integrated reporting:

= Russian companies

- Foreign companies

I Comparisen

10 C

Groups of companses

i implemented and have not imy

onclusion: market capitalization, earnings per share and the amount of accounts payable
demonstrate significantly higher increment rates for organizations that have implemented integrated

reporting compared to Drgznlzzl ons that have not implemented it both in the group of Russian
companies and in the group of foreign companies

* revenue, owmners® equity, credits and loans, accounts payable market capitalization, eamings per share (selected as
indicators that best characterize the level of stakeholders® trust in the company’)

** by the simple arithmetic mean method

*==* marlket capitalization, carnings per share, accounts payable

During the ten-year period under study
(2011-2021), the activities of the companies, se-
lected for the analysis, were generally influenced
by the same economic and institutional factors.
The exception is the fact of the implementation

16

Fig. 4

of integrated reporting: some organizations have
incorporated it into their accounting practices,
while others have not.

Potential differences in the conditions of
the functioning of enterprises related to their
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industry affiliation are offset by the presence
in the sample of companies operating in differ-
ent sectors of the economy. Thus, conducting
the analysis according to the algorithm pro-
posed by the authors, it is possible to assess the
impact of the incorporation of integrated re-
porting on key indicators demonstrating the
degree of stakeholder confidence in the organi-
zation functioning in any sector of the economy,
including enterprises of the textile industry.

The developed algorithm was applied sep-
arately to a group of Russian organizations and
a group of foreign companies with the aim of
identifying the peculiarities of the impact of
implementing integrated reporting, associated
with Russian specifics (Fig. 4).

The histograms, constructed by the authors,
clearly show changes in the analyzed perfor-
mance indicators of Russian (Fig. 5) and for-
eign (Fig. 6) organizations that compile inte-
grated reporting.
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The data, presented in the diagrams
(Fig. 5), indicate that for all the Russian enter-
prises under study that prepare integrated re-
ports most indicators demonstrate growth. A
similar trend is observed for foreign organiza-
tions that have incorporated integrated report-
ing into their accounting practices (Fig.6).
Thus, the authors conclude that the implemen-
tation of the innovative reporting model brings
tangible benefits to companies and their stake-
holders both in Russia and abroad.
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To identify indicators that are most sensitive
to the incorporation of integrated reporting, the
increment rates of indicators (2021/2011), cal-
culated for individual enterprises, were aver-
aged by the simple arithmetic mean method
separately for Russian and foreign companies.
The figure below shows the average basic incre-
ment rates (%) of key indicators (2021/2011) in
the group of Russian organizations and the
group of foreign enterprises that prepare inte-
grated reporting (Fig. 7).
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The data presented in the diagram (Fig. 7)
demonstrate that for Russian and foreign com-
panies, that have implemented integrated re-
porting, the indicators that are most sensitive
to its incorporation are market capitalization,
earnings per share and accounts payable.

At the same time, in the case of Russian en-
terprises most of the analyzed indicators show
a much higher increment rates compared to
foreign companies. For example, the incre-
ment rate of market capitalization observed in
Russian organizations, that have implemented
integrated reporting, exceeds the same indica-
tor demonstrated by foreign companies by two
times, and the increment rate of accounts pay-
able is more than two times higher.

According to the authors, this is largely due
to the higher rate of inflation in Russia comp--
ared to foreign countries. It is also attributable
to the fact that the level of stakeholder trust in
relation to foreign enterprises has traditionally
been higher due to the stricter standards of so-
cial and environmental responsibility of busi-
ness in foreign countries. That is why the in-
corporation of integrated reporting has a
greater impact on the degree of stakeholder
confidence in Russian organizations.

As a result of the implementation of inte-
grated reporting, Russian enterprises are be-
ginning to disclose not only financial indica-
tors but also non-financial information charac-
terizing social, environmental and governance
aspects of their activities. This indicates the
improvement of their corporate culture and
contributes to a significant increase in their
market attractiveness.

In accordance with the developed research
trajectory (Fig. 4), the authors calculated and an-
alysed metrics, most sensitive to the incorpora-
tion of the innovative reporting model, for Rus-
sian (Fig. 8) and foreign (Fig. 9) organizations,
that do not compile integrated reports, for the
same time periods: 2011 and 2021.
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Then, using the simple arithmetic mean
method, the basic increment rates (%) of the
analyzed indicators (2021/2011), calculated
for individual companies, were averaged for a
group of Russian companies and a group of
foreign enterprises (Fig. 10).

50
. Eum EEE !
Accounts payable Market capitalization
50 -
100 -
-150
-200
Earnings per share
-250
wRussian organizations uForeign organizations
Fig. 10

According to the data presented in the dia-
gram (Fig. 8), for Russian organizations, that
have not implemented integrated reporting, the
indicators that react most to its incorporation
in most cases show a decline. For instance,
earnings per share of Russian companies that

20

Fig. 9

have not implemented the innovative reporting
model decreased by 202% on average (Fig.
10), while the same indicator of those, that
have incorporated it, increased by 269%
(Fig. 7).

For foreign enterprises, that have not im-
plemented integrated reporting, indicators
such as accounts payable, market capitaliza-
tion and earnings per share also mostly demon-
strate negative dynamics (Fig. 9). On average,
earnings per share decreased by 87%, while
market capitalization and accounts payable re-
mained virtually unchanged (Fig. 10).

Based on the data presented in the diagram
(Fig. 10), it is clear that for Russian enterprises
the majority of the studied indicators show
more noticeable dynamics compared to foreign
organizations.

The results of the calculations —the average
basic increment rates (%) of the indicators
most sensitive to the implementation of inte-
grated reporting (2021/2011) in groups of Rus-
sian organizations and groups of foreign com-
panies that have incorporated and have not im-
plemented it into their accounting practices —
are clearly presented in aggregated form in the
table (Table 1).
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Table 1

Organizations that have Organizations that have not
Financial indicator |mplem:$§f“ !:::gnted lmplem::;‘:i“ !:;egnled
Russian Foreign Russian Foreign
Martket capitalization +338 +169 +15 +1
Earnings per share +269 +233 -202 -87
Accounts payable +209 +95 +42 +12

As shown in the table, for domestic and for-
eign organizations, that have not incorporated
integrated reporting, the basic increment rates
of market capitalization and accounts payable
are considerably lower than for companies that
have implemented the innovative reporting
model, and earnings per share demonstrate a
significant decrease. Thus, the authors’ hy-
pothesis about the positive impact of incorpo-
rating integrated reporting on the assessment
of the enterprise by stakeholders has been con-
firmed.

CONCLUSIONS

1. In this article, the authors have identified
and systematized advantages obtained by ex-
ternal and internal stakeholders as a result of
the implementation of integrated reporting.

2. To analyze the value of benefits derived
by organizations and their stakeholders
through the incorporation of integrated report-
ing, the authors developed and practically ap-
plied the algorithm that made it possible to ob-
tain a quantitative assessment.

3. It has been established that the indicators
most sensitive to the implementation of the in-
novative reporting model are metrics reflecting
the market attractiveness of companies of any
industry, including Russian textile enterprises:
market capitalization and earnings per share.

4. Accounts payable also show high sensi-
tivity to the incorporation of integrated report-
ing by the organization, which indicates an in-
crease in the level of business partners’ trust in
the company.

5. Currently, the scope of organizations’ new
reporting model is expanding and its importance
for the contemporary society is increasing.

6. The emergence and development of in-
tegrated reporting concept is a significant stage
in the evolution of the accounting system. The
preparation of this reporting enables financial
market participants to evaluate the enterprise’s
strategy and the efficiency of its implementa-

tion as well as to determine the company’s po-
tential. This statement is absolutely relevant in
relation to enterprises of the textile industry
enterprises.

7. Integrated reporting allows a wide range
of stakeholders to analyze the organization’s
prospects and evaluate the effectiveness of its
management and decision-making system.
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