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DELIVERABLES NOW REACHING
COMPLETION
The summer and early autumn of 2021
were busy times for the INTEREST project
team, which celebrated its second year of
cooperation with two intellectual outputs
(Integrated Reporting framework, IO1 and
Integrated Reporting guide, IO2) ready and
one
more
(Integrated
Reporting
curriculum, IO3) nearing completion.
Notwithstanding ongoing travel limitations,
a good part of the project team managed
to convene in Italy in mid October, almost
two years after the kick-off meeting in
Budapest in 2019. A full week in Udine
allowed to schedule a partners’ meeting, a
training workshop and a dissemination
event. The training workshop was
especially precious, since it allowed to finetune the online tool meant to support the
users of the Integrated Reporting guide
and review the learning materials included
in the Integrated Reporting curriculum.
With all three deliverables almost ready, the
project team is well on its way to organize
the pilot training events meant to validate its
intellectual outputs in the Spring of 2022.
As anticipated in Newsletter #3, one more
output not envisaged in the original funding
proposal has been completed by the project
team. Thanks to the leadership of Joanna
DYCZKOWSKA, supported by Andrea
SZIRMAI and Adriana TIRON TUDOR,
Springer issued a monograph on Integrated
Reporting by SMEs in Germany, Hungary,
Italy, Poland, Romania and the United
Kingdom: one more result of an effective,
truly pan-European “knowledge alliance”.
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Prof. Philipp SCHORN
Q: What is your role in the INTEREST
project?
Philipp: I am the INTEREST project team
leader at Rhine-Waal University of Applied
Sciences (HSRW); already during the
application phase I actively contributed to
the initial project proposal with my
background in financial accounting.

I have a strong interest in the future of
corporate reporting and the reporting
behaviour of SMEs. In my PhD research,
which I completed in 2009, I analysed the
role and impact of financial reporting
regulation. In one of my papers I studied
the challenges and potential drawbacks for
SMEs of adopting International Financial
Reporting Standards and the effects of
adoption on their financing possibilities. As
SMEs have peculiar organizational models,
they face different reporting incentives and
requirements compared to large firms. On
the one hand, SMEs are reluctant to
provide voluntarily financial reports and
other information; on the other hand, they
are aware of the special role they play in
both their local communities and the wider
economy. The INTEREST project offers the
opportunity to try and bridge this gap. By
understanding the distinct reporting
incentives
of
SMEs,
we
aim
to
communicate the specific benefits for
SMEs of adopting Integrated Reporting
systems. Integrated Reporting enables
SMEs to optimize their internal decisionmaking and improve communication with
external stakeholders, thus ensuring the
long-term value creation of SMEs under a
sustainable business model.

The HSRW team took the responsibility to
lead the development of the Integrated
Reporting guide for SMEs. Building on our
prior work experience at large consultancies,
we developed formatting, style and
language requirements for the guide. Our
key goal was to ensure that the guide is not
just based on thorough scientific research,
but that it also meets the practical day-today requirements of SMEs, its primary users.
During
project
meetings
and
the
development of the Framework, I stressed
the need for a user perspective that accepts
the existing reporting behaviour of most
SMEs and focuses on the strategic benefits
of Integrated Reporting for SMEs.
Q: SME owners and managers are a very
busy and demanding audience. How did
you ensure the Integrated Reporting guide
would meet their expectations and needs?
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Philipp: Indeed, SME owners and managers
are very busy and demanding addressees.
Many SMEs are per se very reluctant to
disclose information voluntarily and regard
additional reporting requirements as a
costly bureaucratic burden with little
benefits. To address these views, we
decided to focus on the benefits of
Integrated Reporting in the first part of the
guide. It is important to frame Integrated
Reporting for SMEs not as an additional
reporting requirement, but rather as a
management tool. Integrated Reporting is
not just a way to share information with
outside stakeholders but also, and more
importantly, a management tool that
owners and managers can use internally
for decision-making. Consequently, we
provide SMEs with the basics of a costbenefit analysis by highlighting typical
benefits and expected costs. We thus built
on our collaborative work during the first
phase of the INTEREST project when
writing the national reports.

Prior to developing the guide, the HSRW
team conducted a workshop with SME
managers where we introduced them to
the INTEREST project and our preliminary
views on the development for the guide.
SME representatives provided us with
valuable feedback and expressed their
needs and concerns. Building on the
professional experience of the HSRW team
(consultancy and tax advising) and
together with colleagues from BBS, WUE
and EFAA, we derived requirements for the
guide: clear layout using process charts,
simple and direct language, provision of
examples where necessary and avoidance
of lengthy scientific definitions.

Individual chapters were developed by all
project partners based on their research and
experience. The layout and structure were
developed jointly with the BBS and WUE
teams. Throughout this process we critically
reviewed the contents and constantly
checked
for
consistency
and
understandability. A final review by all
partner teams ensured that the guide meets
the needs of SMEs, as several partners had
communicated with SMEs upfront. In sum,
creating the final version of the guide was a
process during which the entire INTEREST
project team reviewed chapters, discussed
structure and contents and revised inputs
several times to arrive at a final version.
Q: In the first part of the INTEREST project
your team studied non-financial reporting
practices in Germany and found that they
are far from being widespread. Isn’t this
paradoxical for a country with a strong
tradition of collaborative decision-making?
Philipp: It may seem paradoxical but given
the legal and economic environment this
finding can be explained easily. German
SMEs are usually run by their owners and
bank loans are a key source of their
financing. In such a situation strict disclosure
rules are not necessary, as their costs are
likely to exceed their benefits. Furthermore,
SME owners are reluctant to disclose
information voluntarily for numerous
reasons, including fear of competitors and
psychological factors. Due to this limited
disclosure, other sources of information
have emerged, such as long-lasting lending
relationships. As non-financial reporting
requirements are not mandatory, most SMEs
avoid disclosing non-financial information:
they are simply not convinced that the
benefits of non-financial reporting outweigh
its costs.
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Only a small number of SMEs have started
to disclose selected ESG issues to the
extent that it matches their business
model. Those documents, however, are
seemingly more a marketing tool rather
than a full non-financial report. As stressed
already, due to the compliance-driven
reporting environment in Germany, it is
important to stress the benefits of nonfinancial reporting for SMEs to bring about
a change in their disclosure behaviour.

The Udine chapters of CONFINDUSTRIA,
representing
large
firms,
CONFAPI,
representing SMEs, and the Chartered
Accountants’ Board all agreed to support
and promote the event, acknowledging the
relevance and timeliness of the topic and
indirectly of the INTEREST project. The fact
that about thirty professionals attended the
workshop as well as the decision by
CONFAPI FVG to join the INTEREST project
as an associated partner confirm the interest
by SMEs for sustainability reporting.

DISSEMINATION EVENT
“The New Rules of Sustainability
Reporting”, Udine, Italy
October 22nd, 2021
Large firms as well as SMEs in Friuli Venezia
Giulia as in other EU regions already
noticed an increase in demand for
sustainability information, but the skills
needed to address this demand are in very
limited supply. The Accounting and Control
Unit of Udine University Department of
Economics and Statistics exploited the
opportunity of the presence in Udine of
the INTEREST project team to organize an
event meant to showcase the s delivered
so far and their relevance for SMEs. The
workshop
also
served
to
update
practitioners about the developments
under way at EU level in the framework of
the “Green Finance Strategy”, and
especially about the proposed Corporate
Sustainability Reporting Directive put
forward by the European Commission in
April 2021.

The Director of Udine University Department
of Economics and Statistics, Andrea
GARLATTI,
opened
the
workshop
highlighting how non-financial performance
measurement has long been and still is a
core area of interest for Italian management
scholars. Luca BRUSATI, leader of Udine
University team involved in the INTEREST
project and EFAA Special Adviser, outlined
the innovations enshrined in the Corporate
Sustainability Reporting Directive proposed
by the European Commission compared to
the Non-Financial Reporting Directive,
highlighting in particular that the increase in
the number of firms subject to the Directive
and in the scope of disclosure is likely to
trigger bottlenecks in the supply of
sustainability reporting expertise.
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David BRUSSA, sustainability director at
Illycaffè, discussed the growing importance
of sustainability reporting from the point of
view of a large global firm, outlining the
history and recent developments of nonfinancial disclosure in his company.
Whereas in the past his job entailed
primarily coordination with the corporate
communication function, by now the shifts
in expectations in this area entail a growing
role for CFOs.
Adriana TIRON TUDOR, leader of BabesBolyai University team involved in the
INTEREST project, presented the state of
the art of sustainability reporting in Europe
on the basis of a recently published field
study that compared, according to the
same research protocol, formal rules and
disclosure practices in Germany, Hungary,
Italy, Poland, Romania and the United
Kingdom.
The rationale, objectives and intended
intellectual outputs of the INTEREST
project were presented by its scientific
coordinator, Andrea SZIRMAI (Budapest
Business School). She highlighted the
potential of Integrated Reporting for SMEs,
both in terms of internal decision-making
and external disclosure, and pointed out
that the deliverables of the INTEREST
project can be used to support capacity
building, likely to become a pressing need
across the EU in the wake of the proposed
Corporate
Sustainability
Reporting
Directive.

In the latter part of the event Silvia IACUZZI
(Udine University) facilitated a roundtable on
the likely implications of the expected
changes
in
non-financial
reporting
standards. The discussion involved all the
partners that supported the workshop,
represented by Antonio IAIA, sustainability
manager at steelmaker Bertoli SAFAU on
behalf of CONFINDUSTRIA, Massimo
CALZAVARA, CEO of Calzavara plc, an SME
manufacturing TLC equipment on behalf of
CONFAPI, and Alberto Maria CAMILOTTI,
Udine Chartered Accountants’ Board Chair.
They agreed that sustainability is becoming
more and more important in corporate
boardrooms: pressure is growing along the
supply chain, but also lenders started to pay
attention to ESG data. So far much
sustainability reporting has been cosmetic,
but increased expectations raise the stakes
associated to misleading disclosure. The
resulting need for new skills confirms the
importance of the intellectual outputs the
INTEREST project is due to deliver.
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COMING SOON
Planned project activities and
events
• November 15th, 2021: webinar organized
by Budapest Business School on
“Sustainability report and integrated
reporting” (in Hungarian)
• November 17th, 2021: webinar organized
by associated partner SSC with the
Russian business club “Atlanty” on “Why
business needs sustainable
development: European experience and
Russian practice with ESG” (in Russian)
• December 2nd, 2021: roundtable
organized by the Udine chapter of the
Chartered Accountants’ Board on “ESG
communication: challenges and
opportunities” (in Italian)
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