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Abstract 
The purpose of this paper is to explore the extent to which strategies and business 

models (BMs) are disclosed in Integrated Reports (IRs). In addition, this paper 
seeks to understand the reasons for the changes in such disclosures over time. A 
longitudinal case study focusing on Terna, an Italian listed public utility operating 
in the electricity sector, is presented. Multiple methods of data collection and 
analysis were adopted. A content analysis based on the framework of Sukhari and 
De Villiers (2018) was performed on Terna’s IRs from 2011 to 2017. Interviews 
were conducted with several managers to integrate the data stemming from the 
content analysis. The paper opens up the ‘black box’ of corporate strategy 
disclosures, showing how they can evolve over time. The findings reveal a 
resistance to fully communicating sensitive corporate information related to 
strategic goals and their implementation.  
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1. Globalisation and Stakeholders’ Interests 
 
Over the last thirty years, globalisation, together with recommendations of 

supranational organisations and stakeholders’ interests, have stimulated the 
development and integration of sustainable practices within organisations 
(Brondoni, 2003, 2014; Brondoni & Bosetti, 2018; Mosca & Civera, 2017). 
Integrating sustainability into business strategies and operations entails interaction 
with a wide range of stakeholders (Brondoni & Bosetti, 2018). 

Contemporary organisations are increasingly called to demonstrate, through their 
external communication processes, that they have a sustainable business model 
(BM) (Cho & Patten, 2007; Schaltegger et al., 2012). A BM should be able to 
create value for all stakeholders in the short term and especially in the medium to 
long term, lending legitimacy to organisational activities and outcomes (Epstein & 
Buhovac, 2014; Epstein & Roy, 2001). 

Corporate disclosures currently consist of both traditional financial information 
and non-financial information (De Villiers et al., 2014; Stent & Dowler, 2015). The 
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latter has gained relevance because it has been argued that non-financial 
information is able to measure critical success factors, which are the true 
determinants of an organisation’s value over time (De Villiers et al., 2014). Non-
financial information enhances a culture oriented towards sustainable development 
and is generally produced by corporate information systems aimed at supporting 
managerial strategic and operative decision-making processes (Cantino & Cortese, 
2017). Since the mid-1990s, academics and practitioners have recommended the 
use of both financial and non-financial performance indicators in multidimensional 
performance measurement/management systems (Epstein & Manzoni, 1997; Lev, 
2001); one of the most popular of these systems is the Balanced Scorecard (BSC) 
(Kaplan & Norton, 1992, 1996). 

Organisations have therefore undergone an epochal change, which requires 
stronger integration between financial accounting and management accounting. 
Zambon (2011) claimed that managerialisation of financial reporting is occurring in 
that the future of financial accounting appears to be strictly linked to the 
development of management accounting techniques and practices. 

One tool that can enhance the integration between financial and non-financial 
information is the Integrated Report (IR). According to the International Integrated 
Reporting Council (IIRC) framework (IIRC, 2013a), the IR is ‘a concise 
communication about how an organisation’s strategy, governance, performance and 
prospects, in the context of its external environment, lead to the creation of value 
over the short, medium and long term’ (IIRC, 2013a, p. 7). It follows that integrated 
reporting entails the disclosure of an organisation’s strategy and BM (Sukhari & De 
Villiers, 2018; De Villiers et al., 2014) together with social, environmental, 
financial and governance disclosures.  

However, an integrated vision of sustainability dimensions requires a redefinition 
of BMs and responsibilities that involves all business functions (Mosca & Civera, 
2017). The IR enables organisations to inform all the stakeholders in a clear, 
transparent and comparable way about the goals established, the results achieved 
and the different responsibilities held, from a sustainability perspective (Salvioni & 
Bosetti, 2014). 

Although research on integrated reporting has proliferated in the academic 
literature (Argento et al., 2019; De Villiers et al., 2016; De Villiers et al., 2017; 
Dumay et al., 2016; Stubbs & Higgings, 2014), gaps remain to be filled. De Villiers 
et al. (2014) argued that the processes of integrating different types of information 
to produce the IR are not well understood. Cheng et al. (2014) emphasised the 
difficulties in satisfying the information needs of all stakeholders, given that 
providers of financial capital are prioritised over other stakeholders. Moreover, 
Sukhari and De Villiers (2018) stated that there has been a lack of studies on how 
organisations disclose the relationship between their BM and strategy, and studies 
examining the changes in these disclosures over time. Melloni et al. (2016) go 
farther and cast some doubt on the role of the IR in improving reporting on the BM. 
In addition, Stubbs and Higgings (2014) underscored that the implementation 
dynamics are still unclear because of the lack of understanding regarding whether 
integrated reporting drives organisational changes. These authors have called for 
research at the level of single organisations (Stubbs & Higgings, 2014) to identify 
the elements that enable or hinder the implementation of integrated reporting over 
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time. 
In attempting to fill these gaps in the literature, the purpose of this paper is to 

explore the extent to which strategies and BMs are disclosed in the IRs. In addition, 
this paper seeks to understand the reasons for the changes in such disclosures over 
time. 

Through a content analysis of one organisation’s IRs from 2011 to 2017, this 
paper examines how the disclosures of strategy and BM changed over time. The 
organisation in focus is Terna, an Italian public utility operating in the electricity 
sector and listed on the Italian stock exchange which has voluntarily adopted 
integrated reporting. The research question addressed is: To what extent can the 
strategy and BM be disclosed in the IR? 

By drawing upon the notions of BMs (Zott et al., 2011) and their links with the 
management accounting literature (Cinquini & Tenucci, 2011), this paper unveils 
how and why the voluntary preparation of IRs does not necessarily entail a 
complete disclosure of the BM and related strategies. 

 
 
2. Theoretical Framework  
 
The adoption of integrated reporting, even on a voluntary basis, represents a 

relevant effort for an organisation and indicates a willingness to integrate 
sustainability and governance information into a unique disclosure process and tool 
(De Villiers et al., 2014; Stent & Dowler, 2015). Despite the increase in the volume 
of disclosures since the adoption of integrated reporting (Haji & Anifowose, 2016), 
it has been observed that, in many cases, such disclosures are rather generic and not 
particularly focused on strategic information (Du Toit et al., 2017; Haji & 
Anifowose, 2016). 

The preparation of an IR assumes that strategic information concerning the 
organisation should first be internally discussed and then disclosed to external 
stakeholders (Argento et al., 2019). The process of internally discussing and then 
disclosing relevant information is very delicate, considering that an IR should 
communicate the organisation’s strategy and BM, measuring the BM’s key success 
factors, that is, how an organisation proposes, creates, delivers and captures value 
not only in the short term but also, and especially, over the long term (Salvioni & 
Bosetti, 2014; Stubbs & Higgings, 2014). Such an approach requires collaboration 
among different units or teams within the organisation (Salvioni & Bosetti, 2014) in 
order to enhance a holistic representation of the organisation’s goals, activities and 
performances. 

The term BM refers to the attempt to communicate, in more or less detail, the way 
in which an organisation conducts its business, simplifying the different forms of 
complexity present in the business itself. However, although the current debate on 
the BM concept is extensive and lively (Zott et al., 2011), it is not possible to 
identify a unique definition of this concept due to the different streams of literature 
contributing to the topic itself (Zott et al., 2011; Sukhari & De Villiers, 2018). 

Chesbrough and Rosenbloom (2002) declared that the origin of the BM concept 
can be found in the work of Chandler entitled ‘Strategy and Structure’ (1962), in 
which the author explained the strategy concept as the process through which an 
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organisation identifies its own long-term goals and how to attain them. A strategy 
implies the formulation of a plan of action that refers to the intentions of the 
organisation, considering its products/services and customers, the countries in 
which it operates and its activities and resource allocations (Grant, 2016). Strategy 
is strictly linked with the BM, and an organisation’s BM cannot be executed 
without a strategy (Teece, 2010). 

Amit and Zott (2001) defined the BM as a template depicting ‘the content, 
structure, and governance of transactions designed so as to create value through the 
exploitation of business opportunities’ (Amit & Zott, 2001, p. 511). Since 
transactions connect activities between different organisations, the definition of BM 
has expanded to also refer to the ‘value obtained through the collaboration between 
a focal organisation and its partners’ (Amit & Zott, 2010, p. 216). In Chesbrough 
and Rosenbloom (2002), the BM became the ‘heuristic logic’ that links technical 
potential with the realisation of the economic value of an organisation. The key 
elements of a BM have been identified in key activities, partner networks, key 
resources, cost structures, revenue flows, value propositions, client segments and 
client relationships (Osterwalder, 2004). Focusing on the BM features identified by 
Osterwalder and Pigneur (2010), it is possible to interpret the BM as a construct 
whereby an organisation creates, delivers and captures value for itself, its partners 
and its customers. Following this approach, the BM assumed importance as a new 
additional unit of analysis (Zott et al., 2011). The BM is a ‘systems concept’ that 
goes beyond organisational boundaries and embraces the different actors present in 
a specific context (Melloni et al., 2016; Milne, 2007); therefore, it is even more 
crucial to consider the BM as a construct involving a focal organisation and other 
interested organisations (Zott et al., 2011). Collaboration among these organisations 
can contribute to achieving the shared goal of value creation. 

Lambert (2008) showed how the BM of an organisation can be useful for three 
different types of users: i) external users, such as business consultants, analysts, 
members of the legal profession, researchers and investors; ii) managers and other 
decision makers; and iii) information systems developers. 

Nielsen and Bukh (2011) considered the BM the ‘foundation of the company’s 
strategy’ and proposed a framework through which adequate information can be 
provided to stakeholders, especially external stakeholders. Additionally, the IIRC 
formed a Technical Collaboration Group to define the term BM and to provide 
guidance for the disclosure of an organisation’s BM and strategies (IIRC, 2013b). 

In essence, the BM describes how the organisation operates and how it creates 
value for its stakeholders, while a strategy refers to the choice of BM through 
which the organisation will be able to compete (Casadesus-Masanell & Ricart, 
2010). The BM, according to a narrow perspective, should explain ‘the combination 
of tangible and intangible resources needed for the creation of value’ (Cinquini & 
Tenucci, 2011, p. 48). 

Combining the various definitions provided above, it seems clear that the BM 
should allow both managers and external stakeholders to perceive the organisation 
with a deep level of detail, from the strategic level, passing through the operational 
level and arriving at the economic level. In particular, ‘at the strategic level, it is 
possible to explain the value proposed to the customer and the network of 
partnership and alliances that the organisation has; at the operational level, it allows 
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[us] to outline the internal processes, resources and competences that enable the 
organisation to offer value; at the economic level, finally, the BM helps to highlight 
the mechanism that allows the generation of revenues’ (Cinquini & Tenucci, 2011, 
p. 51). 

It is therefore evident that the BM enables the creation of a balanced set of 
indicators, both financial and non-financial, and that management accounting can 
play a very relevant role in providing information to describe the BM of an 
organisation. In particular, the contribution of management accounting consists of 
the ability to identify the most appropriate financial and non-financial indicators, 
quantifying both past and future performances and reflecting the critical success 
factors of the BM of the organisation in a cause-and-effect relationship (Cinquini & 
Tenucci, 2011). In this regard, the BSC, identifying the key success factors and the 
related key performance indicators, ‘strongly complements the concept of BM, in 
the sense that it provides an approach to search for the cause-and-effect relationship 
between strategic objectives shared among different perspectives of business’ 
(Cinquini & Tenucci, 2011, p. 53).  

The discussion above shows the potential value of communicating the 
relationship among the organisation’s BM and its strategy, governance and 
performance to investors and other stakeholders (Topazio, 2013) by publishing an 
IR. However, organisations’ desires to protect their competitive advantages could 
clash with the original intent of the IR (as intended by the IIRC – IIRC, 2013a). It is 
argued that many organisations mainly implement integrated reporting to satisfy the 
information needs of institutional investors and market analysts (Cheng et al., 
2014). Nevertheless, the aim of gaining a better reputation and image does not 
always go hand in hand with the full communication of the BM (Sukhari & De 
Villiers, 2018). 

Having this theoretical framework in mind, the next section describes the research 
method adopted in the study.  

 
 
3. Research Method 
 
A case study methodology (Yin, 1994) with a longitudinal perspective was 

adopted to explore how the BM and strategy disclosures in the IRs of Terna S.p.A. 
have changed over time. Terna represents a relevant case study in the field of 
integrated reporting because it was one of the first Italian listed companies to enter 
the Business Network Pilot Program of the IIRC. 

 
□ Terna S.p.A. (henceforth Terna) is an Italian public utility 

headquartered in Rome (Italy) and listed on the Italian stock 
exchange since 2004. Terna’s main business is the transmission 
and dispatching of electricity in Italy. The transmission and 
dispatching of electricity are regulated activities with 
remuneration based on a tariff established by the Italian 
Regulatory Authority for Electricity, Gas and Water (AEEGSI). 
Terna is the largest independent electricity transmission system 
operator in Europe and a key player worldwide in terms of 
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kilometres of electricity lines managed (Terna, 2018). 
Furthermore, Terna plays a leading role in important European 
electricity industry associations (Terna web page). Additionally, 
since 2014, Terna has reached the top positions of the prestigious 
Dow Jones Sustainability World Index, which evaluates more 
than 2,000 companies worldwide. Terna has also been rewarded 
by the Swiss sustainability rating RobecoSAM Group, in both the 
world and Europe indices (RobecoSAM, 2018).  

The annual results of Terna (2011-2017) show very good 
financial and sustainability performances. It was recognized by 
the DJ Sustainability Index as an industry leader and as one of 
the world’s most sustainable companies (RobecoSAM, 2018). 
These results confirm the significance of the selected case study 
(Eisenhardt & Graebner, 2007). 

 
Multiple data collection methods were used to prepare the case study. This paper 

is part of a larger research project about the implementation of integrated reporting 
(see Argento et al., 2019), which specifically focuses on disclosures of strategy and 
BM. Therefore, for the specific purpose of this paper, a content analysis was 
executed because of its usefulness in achieving a deeper understanding of corporate 
disclosure content and practices (Beattie et al., 2004; Guthrie et al., 2004; Unerman, 
2000; Weber, 1990). 

The IRs from 2011 to 2017 were downloaded from Terna’s website, and the 
content analysis was executed using the framework proposed by Sukhari and De 
Villiers (2018). This framework consists of a checklist including 14 items for the 
strategy disclosures and 23 items for the BM disclosures. A Microsoft Excel file 
was created to report the results of the checklist for each of the eight examined IRs. 
Each item was codified as thoroughly disclosed (✔), not disclosed (X), or only 
partially disclosed or fragmented (§). 

In addition, the connection between BM and strategy was investigated by 
analysing whether the strategic goals disclosed in the IR are linked to the BM of the 
company, and a percentage was calculated. 

The IRs were read and analysed by one of the three authors of this paper to 
overcome inter-coder reliability problems. Intra-coder reliability was ensured by the 
relatively small number of IRs to be analysed (i.e., 8) and the existence of a well-
structured checklist (Bryman & Bell, 2011). The table of contents of each IR was 
preliminarily used to identify the sections that were relevant for the research. 
However, in some years, the BM and the strategic objectives were not clearly 
identified in the IR; in such situations, the IR was deeply scrutinised to find 
synonyms or expressions (e.g., company’s target, strategic initiatives, business 
performance models, the way in which the company conducts business) that could 
lead to such topics. 

The results were also scored and tabulated to enhance a comparison among 
different years and comparison with the information collected through interviews. 
Thirteen in-depth interviews were conducted with the managers of Terna involved 
in integrated reporting and in the strategic planning process. Specifically, the 
following interviews were conducted: three with the Corporate Social 
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Responsibility (CSR) manager, two with the past (until October 2016) and one with 
the current (as of January 2019) CFO. Two interviews were conducted with the past 
(until February 2018) and one with the current (as of the January 2019) Strategic 
Planning manager, two with the Human Resources manager, and two with the 
Investor Relations manager. To address the contextual validity issues of this study 
(Ryan et al., 2002), the respondents were selected because of their involvement in 
the implementation of integrated reporting and in the Strategic Planning area. 

The interviews were conducted from July 2016 to January 2019 to depict the 
changes in IR disclosures over time. The interviews were semi-structured and lasted 
between 22 and 122 minutes. Five interviews were conducted face-to-face, three 
via telephone and five via Skype. 

Respondents were asked questions about the implementation process and the 
content of the IR, with a specific focus on strategic planning and control issues and 
with the aim of depicting the changes in Terna’s integrated reporting practices, and 
disclosures of strategy and BM. To interpret the past, retrospective interview 
methods (Wolfram Cox & Hassard, 2007) were used. Additionally, the interviews 
were recorded and transcribed to increase procedural reliability (Ryan et al., 2002). 
Then, each interview transcript was analysed, and the respondents’ statements were 
compared to identify inconsistencies or distortions. 

Additional information was also derived from internal documents (internal 
newspapers and other documents available on the intranet) made available during a 
visit to the case organisation. 

Finally, the results were discussed and interpreted by the three authors of this 
paper by iteration with the theoretical framework presented earlier. Interpretations 
were made by considering the limitations inherent to the single-case study 
approach. Although generalisations are not possible, the analysis has provided 
interesting findings about the possibilities to integrate strategy and BM disclosures 
in the IR. 

 
 
4. Strategy, BM and IR: Possible Integration? 
 
To deepen the content of IRs and its evolution over time, a content analysis of the 

strategy and strategic planning disclosures was conducted based on the framework 
proposed by Sukhari and De Villiers (2018). The results of this content analysis 
were integrated with the evidence from the interviews with managers involved in 
the IR implementation process and disclosures. 

Integrated reporting was introduced in Terna in 2011, and in the same year, the 
organisation entered the Business Network Pilot Program of the IIRC. It was the 
CSR manager who promoted the introduction of the IR in Terna.  

 
 The past CFO of Terna explained: ‘When we decided to 

introduce the IR, this document was not particularly widespread 
within organisations, not sufficiently embedded in the 
organisational culture, and therefore, it took some time to 
introduce it. In addition, the need for non-financial disclosure 
was not well understood, especially in our context, because many 
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organisations didn’t need to use the IR as a market and marketing 
tool. At the same time, the stock market was not sufficiently 
prepared for it. However, in Terna, the situation was different 
because it was exposed to sustainability investors who asked for 
this document.’ 

 
During the first two years of adoption, the IRs from 2011 and 2012 showed 

different limitations since they were only published online on Terna’s website (it 
was called the ‘IR project’) and did not represent a stand-alone report but rather a 
collage of information from the Sustainability Report and the Annual Report. 
Specifically, for these years, the IR online project was characterised by a welcome 
page with an explanation of Terna’s 2011 IR and by linked pages that provided the 
contents of both the Annual Report and the Sustainability Report.  

Over the years, due to the significant efforts of the CSR manager, with the 
support of Terna’s past CFO, the IR’s relevance increased. The IR was included in 
the Management Report, which was a section of the Annual Report, for the years 
2013 and 2014. Since 2015, the IR gained relevance because the Management 
Report was renamed as ‘Management Report – Integrated Report’ within the 
Annual Reports. This process of change was also relevant to the IR disclosures, 
improving the quality and connectivity of information.  

The next table provides a summary of the content analysis of the different 
strategy items investigated in this study based on the framework proposed by 
Sukhari and De Villiers (2018) and the IIRC (2013a) requirements (see Table 1). 

 
Table 1: Strategy Disclosure 
 

TERNA SPA Integrated Report 

Strategy disclosure 
2011  

Project 
2012 

Project 
2013 2014 2015 2016 2017 

1. Vision  X X X X X X X 

2. Mission ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

3. Values X X X X X § ✔ 

4. Did the company disclose 
strategic goals?  

§ § § § ✔ ✔ ✔ 

5. An IR describes 

a) the organisation’s short-, 
medium- and long-term strategic 
objectives  

X X X X X X X 

b) the strategies that it has in place, 
or intends to implement, to achieve 
these strategic objectives 

✔ ✔ ✔ ✔ ✔ ✔ ✔ 

c) the resource allocation plans that 
it has to implement its strategy ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

d) how it will measure 
achievements and target outcomes 
for the short, medium and long 
term 

§ § § § § ✔ ✔ 
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5.1 This description can include 5.1.1 the link between the organisation’s strategy and resource 
allocation plans and the information covered by other content elements, including how its strategy 
and resource allocation plans 
a) are influenced by/respond to the 
external environment and the 
identified risks and opportunities 

✔ ✔ ✔ ✔ ✔ ✔ ✔ 

b) affect the capital and the risk 
management arrangements related 
to that capital 

X X X X X ✔ ✔ 

5.1.2 What differentiates the organisation to give it a competitive advantage and enable it to create 
value, such as 

a) the role of innovation ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

b) how the organisation develops 
and exploits intellectual capital 

X X X X ✔ ✔ § 

c) the extent to which 
environmental and social 
considerations have been 
embedded in the organisation’s 
strategy to give it a competitive 
advantage 

✔ ✔ ✔ ✔ ✔ ✔ ✔ 

5.1.3 Key features and findings of 
stakeholder engagement used in 
formulating its strategy and 
resource allocation plans 

✔ ✔ ✔ ✔ ✔ ✔ ✔ 

Legend: ✔ disclosed thoroughly; X not disclosed; § disclosed only partially or fragmented 

Source: Own elaboration 

Regarding the strategy disclosure shown in Table 1, the mission is always 
explained, while the vision and values are not explicitly declared. The only 
exception is the 2017 IR, which includes a section dedicated to company values. 

In some years (from 2014 onwards), the Chairman’s message briefly cites the 
long-term view of the organisation, but it is not linked with strategic goals. 

The five-year strategic plan is generally declared, even if in a very concise 
manner, and for most of the years (2011-2014), it is based on the following 
initiatives: i) traditional activities (safety investments and the modernisation of the 
electricity grid); ii) non-traditional activities; and iii) improvement in margins 
(EBITDA), solid capital structure, and dividend policy. The strategic goals are 
clearly identified in a specific section of the IR in recent years (2015-2017), while 
they are quite fragmented or partially described in the first versions of the IR. In 
each year of the 2011-2017 period, there is not a clear distinction among the short-, 
medium- and long-term objectives. 

Regarding the strategies for achieving strategic goals, it is possible to find some 
information elsewhere in the IR, usually not in the same section as the strategic 
goals; furthermore, specific details are not provided. The IRs specify the amount of 
capital and the resources available to achieve the strategic objectives. However, 
during the first years (2011-2014), the information is more fragmented in different 
parts of the IR, while, over time, the section on strategic goals becomes 
increasingly specific and detailed. 

Key performance indicators (KPIs) are sought, although, especially for 2011-
2015, it is not clear which strategic goals these targets relate to. Furthermore, there 
is a preponderance of financial indicators (EBIT, EBITDA, invested capital, 
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financial indebtedness and cash flows). Referring to sustainability issues, the 
indicators are present, especially from the 2015 IR. Nevertheless, such measures 
have not been classified into short-, medium- and long-term KPIs. Regarding risk 
management, a separate chapter is dedicated to communication and risk assessment 
(from 2013 onwards). The main risks in which the company might be involved, the 
main solutions, the opportunities and the necessary checks are identified; however, 
these risks are not discussed in the context of the strategic objectives and the BM. 
The clear identification of key risk indicators is lacking. Furthermore, how risks 
could affect capital is never specified, with the exception of the 2016 and 2017 IRs, 
which present a schematisation of six capitals and the main risks. 

Referring to the impact of innovation, a special section about new and innovative 
solutions is often present. Great emphasis is also placed on research and training, 
which are essential elements for innovation. 

Intellectual property is not mentioned until the 2015 IR, which dedicates an entire 
section to this subject. Additionally, in 2016, a good level of disclosure is present, 
while in the 2017 IR, the intellectual property information is very general and 
fragmented. Terna dedicates ample space to the environmental and social impacts 
of its activity and to the proposed solutions. However, it must be emphasised that, 
because Terna operates in a regulated market, there is no specific reference to 
competitive advantage. 

Finally, stakeholder engagement is explained within the IRs of different years, 
even without specific details about strategy and resource allocation plans. 

From the interviews, it emerged that, despite the document still needing 
substantial enhancements, the 2013 IR was greatly appreciated by the investors, 
who were asking for integrated information in a single document with a strong 
emphasis on non-financial information. Indeed, financial information was shown 
together with the disclosures about the organisation, its context and business 
description, risks and opportunities, performance and strategies, as well as future 
developments. 

However, the CSR manager noted that ‘In the IR, we still need to strongly 
improve the design and the link between strategic objectives and performances. 
Currently [with the IR 2016], we are not able to communicate our strategy in a 
proper manner, and I bet that the situation will the same in the future.’ 

 
□ As declared by the new CFO: ‘In the IR 2016, more emphasis 

was given to strategy disclosure, detailing numbers and 
information referring to goals, targets, KPIs and businesses. In 
the past, the information was more superficial and mainly 
concerned the mission and some objectives.’ The CSR manager 
added, ‘Certainly, the linkages between strategy and IR have 
resulted in a more rational choice, compared to the previous 
years, of which KPIs should be included in the IR. We have 
improved the indicators of operating activities that are 
particularly important for our business, given the impact on the 
community. However, regarding the extent of the strategic 
planning part, there is something more in the IR, but we could 
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definitely do more. But we must also bear in mind that these 
processes are slow.’ 

 
After analysing the strategy disclosure, the different BM items are investigated 

and recorded in the next table (see Table 2). 
 
Table 2: BM Disclosure 
 

TERNA SPA Integrated Report 

BM disclosure 
2011 

project 
2012 

project 
2013 2014 2015 2016 2017 

1. Did the company disclose a BM? § § § § ✔ ✔ ✔ 

2. An IR describes the BM, including 

2.1 Inputs 

a) Overview of the funding model ✔ ✔ ✔ ✔ ✔ ✔ ✔ 
b) Description of manufactured 
capital ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

c) The importance of human capital  ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

d) Value creation via intellectual 
property 

X X X X ✔ ✔ § 

e) Natural capital  X X X X ✔ ✔ § 
f) Environmental remediation 
efforts  ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

g) Social and relationship capital  ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

2.2 Business activities and model 

a) Contribution of 
effective/efficiency initiatives 

X X X X X X X 

b) Market differentiation X X ✔ ✔ ✔ ✔ ✔ 
c) Reliance revenue after the initial 
sale 

X X X § § § § 

d) Encouraging a culture of 
innovation  

§ § § ✔ ✔ ✔ ✔ 

e) Adaptability of the business 
model  

X X X X X X X 

2.3 Outputs 
a) Products/services and waste/by-
products ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

2.4 Outcomes 
a) Outcomes from activities, 
outputs and effects on capital ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

2.5 Enhancing effectiveness and readability 
a) Key elements of the business 
model ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

b) Diagram of key elements of the 
BM, supported by a clear 
explanation of these elements 

X X X X X § § 

c) Narrative of all material matters 
given the organisation’s 
circumstances 

X X § § ✔ ✔ ✔ 
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d) Key stakeholders and other 
dependencies, key value drivers 
and important external factors 

§ § § § § ✔ ✔ 

e) Value chain position X X X X X  ✔ ✔ 

f) Connection to other aspects of reporting, including 

Opportunities, risks ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

KPIs ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

Financial considerations ✔ ✔ ✔ ✔ ✔ ✔ ✔ 

Legend: ✔ disclosed thoroughly; X not disclosed; § disclosed only partially or fragmented 
 
Source: Own elaboration 
 

Moving the analysis to the BM disclosure, it must be said that the BM of Terna is 
mentioned every year, although with different degrees of detail. Indeed, beginning 
in 2013, the link with the value creation path began to be declared. In 2011 and 
2012, the BM is mentioned a few times with a vague representation of the main 
constituent elements just to be aligned to IIRC requirements, but in 2013, the BM is 
explained with greater specificity, including detailed descriptions of its key 
elements. 

Regarding the six capitals, the funding model is always evident, as is the 
disclosure of manufactured capital. Great emphasis is placed on human capital, 
especially in terms of resources, salaries, training, generational turnover and equal 
opportunities. The 2016 and 2017 IRs are even unbalanced in favour of this capital. 

Intellectual and natural capital are thoroughly disclosed only in 2015 and 2016, 
while in 2017, the disclosure is more superficial. In referring to the safeguarding 
the environment, the IRs pay great attention to the reduction of emissions. Social 
and relational capital are always disclosed, although more explicitly and 
exhaustively from 2013 onwards. 

Regarding business activities, the contribution to the long-term BM success of 
initiatives that influence effectiveness and efficiency is not clearly disclosed.  

Furthermore, although Terna operates in a regulated market, it provides a detailed 
description of the service differentiation, mainly addressing international activities. 
Even if the revenue generation after the initial point of sale is not clearly disclosed, 
it can be deduced from the information provided in the IRs published in the last few 
years and, in particular, since the 2015 IR. 

The culture of innovation is well explicated, especially in the 2014 IR, while the 
ability of the BM to adapt to changes was not disclosed in any year. 

Terna’s services and the outcomes are disclosed in detail, although effects on the 
capitals are not always clear (especially before the 2015 IR). 

Finally, referring to effectiveness and readability, the elements of the BM were 
clearly identified, although from 2011 to 2013 the descriptions were more general 
and did not use a diagram to identify the BM elements. The 2016 and 2017 IRs 
include a diagram, but it does not offer clear descriptions of the linkages among the 
BM elements. It is possible to observe a more adequate and logical narrative in the 
2015 IR since the previous narrative lacked details related to specific information. 

Key stakeholders are always described, although without detailed descriptions of 
their interactions. However, key value drivers and external factors are present only 
in the 2016 and 2017 IRs, as is the value chain positioning. 
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Risks and opportunities are explained in each IR, as are KPIs and financial 
considerations; however, the link with the strategy and BM elements is almost 
entirely missing from all of the reports. 

Terna’s past CFO explained that the most significant improvements in IR 
disclosures have occurred since 2015; however, this process is still incomplete: ‘In 
past years, the strategy and BM disclosure were poor and superficial, while 
starting from this year, some progress has been achieved. But to be honest, 
strategic planning has not yet received adequate weight, and there are still 
insufficient links with evaluation and rewarding tools.’ 

The CSR manager, in a recent interview, also specified that ‘The unexpected 
change of the strategic planning manager at the beginning of 2018 has partially 
slowed this process of improvements of BM disclosure within the IR. In the last 
published IR [2017], we worked to improve both the layout and the contents. In 
fact, the report is organised differently, adopting a horizontal approach based on 
different business areas, more in line with the connectivity of information required 
by the IIRC. Of course, this new version has affected strategy disclosure, even if 
without significant steps forward compared to 2016 in terms of integration among 
strategy, BM and KPIs.’ 

Finally, the link between the strategic goals and BM items is analysed and 
summarised in the next table (see Table 3). 

 
Table 3: Strategy-BM Link 
 

TERNA SPA 

  
2011 

project 
2012 

project 2013 2014 2015 2016 2017 

Number of strategic goals disclosed 6 5 5 3 6 4 3 

Number of strategic goals linked to 
the BM 

0 0 0 0 0 0 0 

Percentage of strategic goals linked 0% 0% 0% 0% 0% 0% 0% 

Legend: ✔ disclosed thoroughly; X not disclosed; § disclosed only partially or fragmented 
 
Source: Own elaboration 

 
Table 3 reveals that the link between strategic goals and the BM elements is 

currently not clearly explicated. Referring to the 2011 to 2014 IRs, strategic goals 
are not clearly defined and grouped within a specific section or linked to BM 
elements. In the 2016 and 2017 IRs, the BM refers only to general objectives (e.g., 
efficiency, sustainability, safety, continuity), and for those years, the direct link 
with the strategic goals that are identified is not evident. 

The past Strategic Planning manager explained that the BSC can be considered 
the most significant tool for describing the BM and the value creation path, which 
are key elements of integrated reporting. The same manager explicitly claimed that 
‘Terna was the first Italian organisation that implemented the BSC in 1999, and 
this tool was and is considered a significant means for organisational change and 
learning. The BSC is strictly connected with the business plan, in terms of time 
horizon, is integrated with the enterprise risk management and partially also with 
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the MBO, as the first managerial lines are partly accountable to BSC goals. 
Currently, we are one of the few organisations that use the BSC in a pervasive way, 
with a structured process but not yet within the IR.’ 

The Human Resources manager clarified that the integration between the KPIs 
included in the BSC and the KPIs disclosed in the IR is still not complete. 
However, over the years, some progress has been achieved: managers are 
empowered on a greater number of indicators published within the IR, while in the 
past, the KPIs included in the BSC and assigned to managers did not coincide with 
those included in the IR. 

The past Strategic Planning manager also explained that the BSC can offer 
significant support in the preparation of the IR, and at the same time, integrated 
reporting can help to achieve integrated planning. However, the IR is still not fully 
aligned with the BSC content because the organisation is still not ready to 
communicate sensitive information to the market. As affirmed by the current 
Strategic Planning manager, ‘If you want to read the strategic disclosure, the IR is 
not currently the proper document. Reading this report, you can get a general idea 
of the future direction of the organisation, but you cannot think you really 
understand the cause and effect links between the different strategic variables. And 
it is right that it is so! This is strategic and delicate information that must be kept 
inside the organisation, within, for example, our BSC.’ 

Finally, the Investor Relations manager declared that the company has 
periodically attempted to understand whether there is some useful information for 
investors and analysts that could be included within the IR: ‘It is not unusual for us 
to ask institutional investors for opinions and suggestions on IR.’ The Investor 
Relations manager also claimed that ‘We have now [2017 IR] reached a good level 
of integration, even if not fully in line with the industrial plan. This improvement 
has been partially driven by investors and analysts since they influenced the 
information content of the IR. I’m sure that they will become increasingly relevant 
in the future since the requests of investors will drive the evolution of this tool.’ 

In conclusion, from 2011 to 2017, there was gradual improvement in the structure 
and content of the IRs published by Terna, with better results in terms of 
information quality and connectivity. However, there is still no evidence of the 
cause and effect relationships among the strategic initiatives, critical success factors 
and BM element performance indicators. 

 
 
5. Analysis and Discussion 
 
The findings presented in the previous section show the process of the 

implementation and improvement of integrated reporting within Terna. In line with 
Argento et al. (2019), the process of introducing the Integrated Report was not easy 
because there were many cultural challenges to face and some tensions to 
overcome. In particular, from the interviews, it emerged that, in the beginning, the 
introduction of the Integrated Report was strongly desired by the CSR manager, 
while the Finance area showed a certain reluctance to include strategic and 
operative non-financial information, such as environmental, social and corporate 
governance indicators, in the Annual Report. At the beginning, therefore, non-
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financial disclosure was not completely accepted, although a significant impulse to 
do so came from the financial market urging the adoption of integrated reporting. 

Consequently, the 2011 and 2012 IRs were only published online to avoid 
altering the Annual Report. For these years, no clear links were provided among the 
different sections of the IR, in part because the IR disclosures were based on cross-
references to information published within the Annual Report and Sustainability 
Report. The strategy and BM disclosure were poorly described and contained little 
detail. Only in 2013, due in part to the commitment of the Finance area, did the IR 
become part of the Management Report. However, despite the improvements in the 
connectivity of information, the resulting BM disclosure was still fragmented, did 
not use a diagram and was mainly characterised by a description of the business and 
external context, rather than inputs, activities, outputs and outcomes. Links between 
the BM elements and the other sections of the IR, such as strategic goals, risks and 
performances, were lacking. 

The 2014 IR structure and contents remained almost unchanged compared with 
those of the previous year, also due to internal tensions between CSR and the 
Finance area. 

However, with the 2015 IR, it was possible to take a substantial step forward: the 
IR started to show a distinct structure, and it was no longer the copying and pasting 
of information from the Sustainability Report and Annual Report. Therefore, 
Terna’s business and organisation, strategic plans, goals, the six capitals, risks and 
performance could be better understood. 

As explained by the CSR and finance managers, the preparation of the 2015 IR 
implied a strong change at the organisational level: functional areas had started to 
collaborate and communicate with each other, embracing a process vision with the 
aim of contributing to the preparation of the IR. The CSR manager, in strong 
synergy with the CFO and Finance managers, played a key role in coordinating the 
different actors involved. As observed by the current CFO, ‘IR was the engine for 
an inter-functional and transversal approach.’ 

Unfortunately, the non-financial information provided in the 2015 IR was not 
strongly related to the BM, which is internally defined by means of strategic 
planning and management accounting tools adopted by the company (Cinquini & 
Tenucci, 2011; Zott et al., 2011). In fact, the CSR and the Strategic Planning 
managers confirmed that the 2015 IR was still far from communicating the path 
towards the achievement of the identified strategic goals, remaining a document 
designated for external disclosures. 

The new CFO claimed that, in the 2016 IR, there was a stronger emphasis on 
strategic planning, goals, targets, KPIs and businesses. The current CFO also said, 
‘For the IR 2016, I can tell you that an important member of the Board of Directors 
congratulated us for the work done, saying that the IR will be used as the main 
document to present the company.’ 

In this report, a stronger link emerged between the BM of the company and the 
BSC, especially compared to the IRs of previous years. However, through a deeper 
analysis, it emerges that this link is limited to sustainability issues. 

The 2017 IR changed the way in which contents are disclosed, adopting a 
transversal approach more oriented towards processes but without substantial 
changes in terms of links between strategy and BM disclosures. In contrast, the 
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transversal approach in some cases (e.g., for intellectual property and natural capital 
disclosures) created greater fragmentation, with greater difficulties in 
contextualising inputs within the BM. 

Over the years, an improvement in the readability, connectivity and robustness of 
information is evident, due in part to the more detailed guidelines issued by the 
IIRC. From 2011 to 2017, growing attention was paid to strategic information. As 
explained by the CSR manager and confirmed by the past and current CFO 
managers, the IR process is constantly evolving to guarantee growing improvement. 
Indeed, the IR of the last three years has been further improved in terms of a better 
balance in content, a greater depth of strategic planning disclosures, and synthesis. 

In line with Cheng et al. (2014), currently it seems that information is limited to 
the most important requests coming from the financial market. Although attention 
is increasingly paid to strategic information, the disclosure of the key factors that 
are truly measured by the BSC to describe the BM and the value creation path is 
lacking. Indeed, Terna is still far from disclosing the cause and effect relationships 
among strategic intentions, strategic initiatives, critical success factors and KPIs 
(Cinquini & Tenucci, 2011). Specifically, the company is currently unable to 
emphasise the links between strategic goals and the BM because it does not provide 
an exhaustive description of the strategic goals and BM elements. A deficiency in 
the disclosure of the organisation’s vision and values was also observed, which is 
only hinted at in the Chairman’s letter (Stent & Dowler, 2015). 

According to the evidence of Ernst and Young (2014) and Sukhari and De 
Villiers (2018), the research shows that the company does not disclose performance 
measures or the risks that can be specifically traced to strategic goals. 

Additionally, the findings show that the IRs of the last few years have been 
remarkably appreciated by investors and analysts, and this aspect is very delicate 
for a listed company because it influences the trend of its stock quotation. In this 
way, as confirmed by the Investor Relations manager, it seems that investors and 
analysts can influence which types of information are provided in the IR, 
confirming the first critique emphasised by Cheng et al. (2014) that providers of 
financial capital are prioritised over other stakeholders. Therefore there is no 
systematic description of the BM and of the organisation’s real strategic intentions. 
In this regard, Melloni et al. (2016) observed that BM disclosure included within 
the IR may be subjected to impression management strategies, and this is 
particularly evident when managers try to be compliant with the expectations of the 
organisation’s audience (i.e., investors’).  

In conclusion, as the past Strategic Planning manager affirmed, Terna is currently 
unable—or does not feel the need—to completely communicate its strategy map 
and its BM to the market, consolidating the BSC into the IR, essentially because the 
organisation did not want to disclose sensitive information to the market. The IR is 
still far from being considered a management tool. As the current Strategic 
Planning manager explained, the IR is not the proper document to read and 
understand the strategy; rather, the BSC is. 
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6. Conclusions 
 
In an attempt to fill the literature gaps on the change processes and disclosures 

related to IRs (Cheng et al., 2014; De Villiers et al., 2014; Stubbs & Higgings, 
2014; Sukhari & De Villiers, 2018), the purpose of this paper was to explore the 
extent to which strategies and the BM are disclosed in the IR. The study focused on 
Terna, which has recently implemented integrated reporting but has long used the 
BSC as a managerial tool, attempting to understand the reasons for the changes in 
the IR disclosures over the time frame of 2011-2017. A content analysis based on 
the framework proposed by Sukhari and De Villiers (2018) and the IIRC 
framework was executed to measure the quality of the IR disclosures related to 
Terna’s strategy and BM. Three strategy disclosures still fall short. First, a clear 
explication of the organisation’s vision is lacking within the IR. Second the 
strategic goals are mentioned without a clear differentiation between the short-
medium and long term. Third, how such goals are measured and linked with the 
BM is not clearly indicated. Additionally, how the organisation develops and 
exploits intellectual capital is not clearly explained. Regarding BM disclosures, 
there is a lack of information about value creation through intellectual property, the 
BM’s contribution to the success of initiatives that influence the effectiveness and 
efficiency of business activities, and the main BM elements. Another important 
element that organisations do not currently disclose is the BM’s adaptability to 
changes. 

Considering the findings obtained through the analytical reading of the various 
IRs published from 2011 to 2017, complemented with the interviews, it can be seen 
how efforts have been undertaken to integrate the financial information with the 
non-financial information thanks to synergistic cooperation among different 
business areas, particularly the CSR area with the Finance area. The non-financial 
information presented in the IR was initially the same information published in the 
Sustainability Report, and only later did the organisation rethink the type of 
communication it provided to the market, focusing on the needs of the financial 
market (Argento et al., 2019). This change entailed an organisational and cultural 
change that led the organisation to improve its boundary-crossing approach to 
business processes. 

This study unveils the effects of the voluntary adoption of IR. On the one hand, 
the preparation and publication of the IR represent a method for deeper disclosures 
of non-financial information for different stakeholders (Topazio, 2013), even if 
particular attention is paid to the requirements of investors and analysts. On the 
other hand, the implementation and development of integrated reporting have not 
yet implied a real link between strategy disclosures and the BM, consolidating the 
BSC elements by which managers are empowered and evaluated (Cinquini & 
Tenucci, 2011). Some doubts about the possibility of achieving such a link through 
the preparation of an IR remain (see also Melloni et al., 2016). 

The changes in the disclosures, in addition to being strongly promoted by the 
CSR manager, partially reflect the information needs expressed by the market, 
although these changes do not mean that there is full transparency in the disclosures 
provided externally about the BM and the related linkages. 
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This paper unveils how the willingness to protect sensitive information 
dominates. The time is still not ripe for organisations to reveal all of their BSC, 
which, for reasons of confidentiality, is still used as an instrument for internal 
communication and accountability. In addition, this paper shows that a change in 
key managerial positions hinders the process of full disclosure. 

This paper adds value to the recent literature on integrated reporting (De Villiers 
et al., 2014; De Villers et al., 2016; Dumay et al., 2016; Stubbs & Higgings, 2014) 
and above all on the integration of strategy and BM disclosures (Sukhari & De 
Villiers, 2018). In particular, this paper explores the extent to which the strategy 
and BM of an organisation are truly communicated to the market through IRs. This 
study shows that, even if the strategy and BM are not completely revealed in the IR, 
significant improvements in the IRs, in terms of their readability and the quality of 
information they provide, can be made when the efforts of internal actors are 
complemented by the requests of analysts and investors. However, the real 
challenge for organisations is to grasp the opportunity to grow towards a more 
responsible vision of their own businesses when preparing the IR. 

The research also provides insights into how strategy disclosures have improved 
over the years, although there continue to be shortcomings. This research would be 
of interest to organisational managers as well as investors. Specifically, 
organisations could benefit from reconsidering how they amend BM disclosures to 
align with their strategic goals, KPIs and risks. At the same time, better disclosures 
ensure that investors have access to all relevant information, benefitting their 
decision-making processes. 

This study presents the results stemming from a single case study, making 
generalisation difficult, and despite the interviews conducted to complement the 
findings of the content analysis, reliability and validity issues are inevitable. 
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