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Abstract

:

The present work is amongst the few that attempt to critically assess the maturity of Business Model (BM) and strategy disclosures of listed firms under the shadow of the new EU reporting directive, the Corporate Sustainability Reporting Directive (CSRD). The novel Practices Evaluation Approach (PEA), developed recently by the Project Task Force on Reporting of Non-Financial Risks and Opportunities (PTF-RNFRO), offers the evaluation framework for this assessment. The PEA delineates and evaluates the maturity of BM and strategy disclosures against qualitative characteristics and content elements drawn from well-accepted, financial and non-financial, reporting frameworks, standards and directives (including the CSRD). Therefore, the PEA provides the advantage of a contemporary and integrated/holistic assessment tool. Specifically, the following seven evaluation criteria are used for the assessment: clarity and comprehensiveness of the overall BM, strategy disclosure, disclosure of the BM’s potential across-time horizons and its dependencies, impacts on sustainability issues, material sustainability issues that are likely to affect the company’s performance, the BM’s exposure to sustainability risks and sustainability opportunities, and sustainability strategy, targets, KPIs and their monitoring and progress. The analysis covered 30 CSR/sustainability reports and connected documents of listed companies operating in 6 key sectors of the Greek economy, i.e., information technology, construction, tourism and transportation, cosmetics, banking and energy. The results of our analysis offer evidence that BM reporting is not holistically developed (i.e., critical components are missing), and the level of development varies across the examined sectors. Moreover, sustainability risks are more stressed, in relevance to opportunities, whilst positive (rather than negative) impacts are mainly disclosed. Also, the quantification of sustainability risks and opportunities does not appear frequently, whilst the interconnections between sustainability strategy and companies’ financial objectives is relatively restricted. The paper concludes by pointing out some critical hints useful for enhancing the maturity of BM and strategy disclosures.
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1. Introduction


Sustainable development has gradually turned out to be a major concern for the business world forcing companies to consider the sustainability dimensions of business activities and (economic, social and environmental) value creation in their business models (BM) and strategy (Joyce and Paquin 2016; Evans et al. 2017). In parallel, corporate reporting has evolved to incorporate sustainability-related information regarding the description of the BM and strategy in a company’s reports. The BM is a tool that can offer insights into the logic that underlines the value creation process of an organization and provide a consistent picture that highlights the interrelated factors that advance sustainable value creation (Nielsen and Bukh 2013), whilst strategy can be seen as the implementation of a company’s BM (Casadesus-Masanell and Ricart 2010). This information allows users (i.e., managers, employees, investors and partners) of the reports to easily evaluate the value creation process, benchmark and assess a company’s ability to create value in the short, medium and long term and review long term performance against sustainability criteria (Di Vaio et al. 2023).



Therefore, high-quality disclosures of BM and strategy can communicate more clearly a company’s commitment to sustainability and offer advantages, both internally and externally, to an organization. Internally, a meaningful BM and strategy disclosure is more likely to lead to more informed and effective decision-making on sources of competitive advantage and capital flows, including how to redirect these flows to facilitate the shift to more Sustainable (S)BMs (Kapur et al. 2023). Externally, high-quality BM and strategy disclosure is a strong communication device, vital in reducing information asymmetry, instilling trust in the company’s stakeholders and informing them on how an organization creates sustainable value in the long term (Di Tullio et al. 2019).



Consequently, contemporary organizations are challenged to produce high-quality BM and strategy disclosures. Towards this direction, and in an attempt to reduce inconsistencies in reporting, the International Integrated Reporting Council IIRC (2011) has indicated the basic elements of the content regarding BM disclosure. Additionally, the European Union (EU) has enforced the Non-Financial Reporting Directive 2014/95/EU (NFRD), and more recently the Corporate Sustainability Reporting Directive (CSRD), aiming (amongst others) to facilitate companies in communicating more sustainability-related, understandable, verifiable, relevant, comparable and represented in a faithful manner information about their BM and strategy and demonstrating how resilient they both are with respect to sustainability issues. In compliance with the CSRD, organizations will have to incorporate information on the resilience of their BM and strategy to risks related to sustainability issues, the opportunities related to sustainability issues, the plans to make sure that their BM and strategy are in line with the transition to a sustainable economy, as well as a narrative of how their BM and strategy consider the interests of their stakeholders into their disclosures (Deloitte 2022). The aspiration is to provide the type and quality of data that investors and other stakeholders need when determining a company’s approach to sustainability. Therefore, it is important that in-scope companies familiarize themselves with the new directive and consider how its implementation affects them on a legitimacy, disclosure and, consequently, on a practical/operational level.



However, despite the fact that recent reviews of the BM literature indicate an extensive and increasing interest in the SBM/BM and strategy disclosure topic, it is also widely accepted that there are still many misunderstandings, dilemmas, doubts and inconsistencies to be addressed (Di Tullio et al. 2019; Jensen 2014). Indeed, the way a company’s BM and strategy are communicated is a difficult to investigate phenomenon for at least three reasons, its relative novelty (Bek-Gaik and Surowiec 2022), the lack of agreement on the components, it has quality characteristics and is the most effective way of communicating BM and strategy information (EFRAG 2021). These inconsistencies limit creators’ understanding and effectiveness of communicating BM and strategy information (Lozano et al. 2016) with sufficient “flexibility” and “discipline” (Athanasakou et al. 2023, p. 2).



In the context of the above discussion, the present study is among the first (besides the EFRAG’s (2021) study) to approach the issue of the maturity of BM and strategy reporting under the “shadow” of the CSRD and use the novel Practices Evaluation Approach (PEA) for this evaluation. The PEA was developed by the Project Task Force on Reporting of Non-Financial Risks and Opportunities (PTF-RNFRO; EFRAG 2021). It approaches and evaluates the maturity of BM and strategy disclosures against qualitative characteristics and content elements drawn from well-accepted, financial and non-financial, reporting frameworks, standards and directives (including the CSRD). Therefore, the PEA provides the advantages of a contemporary and integrated/holistic maturity assessment tool. Specifically, seven evaluation criteria are used to delineate and assess maturity: clarity and comprehensiveness of the overall BM and strategy disclosure, disclosure of the BM’s potential across time horizons and its dependencies and impacts on sustainability issues, material sustainability issues that are likely to affect the company’s performance, the BM’s exposure to sustainability risks and sustainability opportunities, and sustainability strategy, targets, KPIs and their monitoring and progress. The analysis covered 30 CSR/sustainability reports and connected documents of 30 listed companies operating in 6 key sectors of the Greek economy, i.e., information technology, construction, tourism and transportation, cosmetics, banking and energy. The Greek context also provides an opportunity for contribution in the field since no relevant studies have been traced by the authors.



In conclusion, the present study contributes to the growing literature and practice on BM and strategy disclosures in at least three ways. First, to the best of our knowledge, the present work is amongst the few (besides EFRAG 2021) that approach the issue of the maturity of BM and strategy disclosures using the integrated PEA framework. Second, our analysis promotes and justifies the use of the PEA as a contemporary framework that can advance the assessment and unification of BM and strategy disclosure across different national (i.e., Greece) and industry settings. Third, the present study attempts to clarify how practitioners understand and explain the concept of BM and strategy in their companies’ documents and underline inconsistencies. Therefore, our work has practical implications. Our research findings can directly inform practitioners about the pitfalls in BM and strategy reporting and the path to improve and adjusting them to the requirements of well-accepted, financial and non-financial, reporting frameworks, standards and directives (including the CSRD). Also, considering that BM and strategy reporting provides information to various stakeholder groups and affects their preferences and choices, the outcomes of our study is of use not only to the preparers of the reports but also to the users of the reports such as managers, auditors, partners, investors, customers, current employees and candidates. Last but not least, our findings can be of interest to the government officials and the reporting standard setters as they develop BM and strategy disclosure-related implementation guidance.



To achieve its goals, the present paper is structured as follows: Section 2 includes background information on the concept of the BM/SBM and its association with strategy as well as a critical review of prior literature, Section 3 provides details on the data and research design, Section 4 contains the discussion of our findings, and Section 5 concludes and provides the research limitations and future research avenues.




2. Literature Review


2.1. Business Models and Strategy


The BM concept gained popularity in the 1990s, an era that saw the introduction of information and communication technologies into the business world, as well as the globalization of business activities and markets. It was originally used to communicate mainly to investors and other relevant stakeholders, in a simple way and within a short time-frame, how an organization “creates, delivers and captures value” (Osterwalder and Pigneur 2010). BMs can be seen as structured management tools that have the potential to be a key factor in the competitive stance and success of a business (Di Tullio et al. 2019). Additionally, the concept of the BM promotes a proactive and independent mindset and stimulates the preparers, auditors and users of the reports to reflect on how the business operates and creates value (Bek-Gaik and Surowiec 2022; EFRAG 2013).



Gradually, the literature on BMs has moved through different phases from uncovering the components that a BM consists of (Viscio and Pasternack 1996; Osterwalder and Pigneur 2010) and its taxonomies (Timmers 1998), to BM innovation (Spieth et al. 2014) and the openness (Foss and Saebi 2015), sustainability (Ritala et al. 2018) and performance (Nielsen et al. 2008) of BMs.



It is useful to highlight that, although the term BM is often used in the sense of business strategy (Hamel 2000), the two concepts, albeit complementary, are different. The BM provides a platform for measuring, observing and analyzing the company’s performance and improves planning, change and the implementation of the company’s strategy (Osterwalder 2004). The BMs allow companies to react faster to changes in the business environment, improve the alignment of strategy, business organization and technology, and help support innovation (Osterwalder 2004). In fact, the purpose of the BM is to utilize strategy to attain the desired results, which can be evaluated through the company’s key performance indicators (KPIs; Bek-Gaik and Surowiec 2022). When explicitly understood, the BM of an organization can help the management team get a clearer view of the interconnections between upper-level strategies and actions, which in turn supports innovation through the detection of, until that time, hidden opportunities for value creation and firm competitiveness (Schaltegger et al. 2012). Therefore, in the present study, and in line with the CSRD and Athanasakou et al. (2022, 2023), we adopt the term BM and strategy, rather than BM, disclosures.



Although the initial approach to the BM was to tell a story that captures the architecture of a company’s products and/or services in the context of producing value for customers, recently, the concept of Sustainable Business Model (SBM) has gained ground. SBMs extend the initial notion of the BM, and describes, analyzes, manages and communicates (a) the sustainable value proposition of the company to its customers and all stakeholders, (b) the way the business creates and transfers this value, and (c) the way it captures economic value while simultaneously creating or maintaining its physical, social and economic capital beyond its organizational boundaries (Schaltegger et al. 2016, p. 268).



Regarding the concept of sustainable value proposition, it has been approached as the promise of economic, environmental and social benefits that an organization offers to its customers, environment and societies, taking into account both short-term profits and long-term sustainability (Massa et al. 2016). SBMs, therefore, have been effectively contributing to reducing the harmful effects of business activities on the environment and society by providing solutions to help firms meet their economic and sustainability goals simultaneously (dual materiality concept; Boons and Lüdeke-Freund 2013).




2.2. The BM and Strategy as Elements of Sustainability Disclosure


Communication seems to play a key role among all the activities that are a requirement to instill sustainability into a company (Henriques and Sadorsky 1999). So, companies that are committed to sustainability need to set clear goals and communicate them explicitly to a broad audience of stakeholders, such as analysts, investors, partners, society and existing/and or potential employees (Bukh 2003; Nielsen and Lund 2014).



Sustainability reporting can be seen as an important part of sustainability performance management (Higgins and Coffey 2016; Lozano et al. 2016; Maas et al. 2016). The purpose of a sustainability report is to provide information to the interested parties on how the reporting organization is working with sustainable development. Lozano et al. (2016, p. 169) argue that: “Sustainability reporting is a voluntary activity with the following purposes: (1) to assess the current state of an organization’s progress towards sustainability, and (2) to communicate the efforts and progress in the economic, environmental and social dimensions to stakeholders”. It indicates that a company is committed to a process of transparency and stakeholder engagement. Such transparency allows organizations to attract a broader range of investors and customers, enhance operational efficiency, improve brand positioning and develop leadership in the marketplace. Yet, research has revealed that the quality of the information disclosed in these reports is “unsustainable” and must be simplified and improved (Hubbard 2011; Di Tullio et al. 2019; EFRAG 2021).



In support of the idea that the communication of BM and strategy can be useful in evaluating a company’s engagement in sustainability, both NFRD and CSRD suggest the BM as a communication device that can improve a company’s attempts at disclosure. Focusing on CSRD, it is compulsory from January 2024 for companies subject to the NFRD’s non-financial reporting obligation, which will escalate for a variety of organizations up to 2028. The new directive increases the scope of the NFRD and targets to enhance the transparency of corporate progress in terms of sustainability. The ambition is to contribute toward the achievement of the harmonization of sustainability reporting in the EU, while taking into consideration the EU Taxonomy Regulation, the Sustainable Finance Disclosure Regulation (SFDR) and existing international frameworks such as the TCFD, the Sustainability Accounting Standards Board (SASB) and the GRI. More precisely, the CSRD suggests that obligatory disclosures be included in a company’s management report and address the following three reporting areas: BM and strategy (e.g., risks/opportunities and dependencies regarding sustainability issues), implementation (policies addressing sustainability factors and sustainability targets) and performance (e.g., indicators pertinent to measuring all of the above and the progress made toward meeting targets).



Additionally, BM and strategy disclosures can offer insights into the logic that underlies the value creation process and whether and how a company’s BM and strategy takes into account the interests of stakeholders in a time-bound manner, are resilient or create sustainability-related risks and seize sustainability opportunities (Bini et al. 2018).



In light of the above discussion, several accounting organizations [ICAEW (2010); EFRAG (2013); IIRC (2013)] have reflected on how a BM approach to corporate disclosure could enhance the relevance and clarity of information disclosed in corporate statements (Haslam et al. 2015). For instance, the <IR> Framework sees the BM as a pivotal element around which the entire report is developed (IIRC 2013), whilst EFRAG (2021) points out to companies the “need for reflecting on how to improve reporting on their business model as well as risks and opportunities, even before the CSRD enters into force and the accompanying EU reporting standards are developed and adopted” (p. 6).



BM and strategy disclosures are considered helpful in evaluating any piece of non-financial information that is complex to comprehend if it is not related to a relevant context, including sustainability information (Nielsen 2010). As Mouritsen and Larsen (2005) suggest, being familiar with an organization’s BM permits users to value individual pieces of information and measurements that they would not have been able by themselves to link up to the value creation process. Additionally, Holland (2005) argues that a BM is a corporate mechanism that can offer external users “a convincing context to interpret the quantitative or relative indicators” (p. 97). Likewise, Nielsen and Bukh (2013) underline that BM disclosures comprise a context-giving narrative that facilitates external users to structure “a coherent picture” that evidently recognizes the interconnected aspects that support value creation. Furthermore, strategy disclosures may contain a ‘news element’ to the extent that it relates to strategic plans and company landmarks (Lu and Tucker 2012, pp. 947–77) and facilitates investors to delve into the mapping of operations to financial results, and more accurately forecast the level of sensitivity of the company’s performance to future shocks or events (Athanasakou et al. 2023).



Companies describe their BMs and strategy, using various types of corporate communications, such as in strategic reports within annual reports, in intellectual capital reports, in Integrated Reporting, in corporate social responsibility (CSR)/sustainability reports, in CEO letters, in initial public offering (IPO) prospectuses and on corporate websites and through the following three devices: natural language (i.e., the English language), the language of accounting and non-linguistic devices (e.g., pictures, graphs and colors) (Evans et al. 2017).



Concluding, the inclusion of the BM and strategy in corporate reporting “would create a level playing field for disclosure for those investors not privy to direct one-to-one contact with companies”, thereby reducing information asymmetries in the market (Holland 2005, p. 101). The importance of the BM and strategy in company communication is confirmed by the ongoing shift towards integrated reporting, whilst good reporting quality is a prerequisite for stakeholders to assess a company’s sustainability performance correctly. Indeed, understanding and defining the company’s BM and strategy relate to doing the right thing and measuring and communicating them to doing things right (Isaksson 2019).




2.3. Research on BM and Strategy Reporting


Overall, the empirical research on BM disclosure can be divided into two main groups. The first group of studies deals with the issue of compliance of BM disclosures with the <IR> framework proposed by IIRC (see, e.g., Albertini 2018; Eccles and Krzus 2014; Malola and Maroun 2019), whilst the second group focuses on evaluating the quality of the disclosed information and the factors that affect it (see, e.g., Agustia et al. 2020; Athanasakou et al. 2023; Bini et al. 2016; Di Tullio et al. 2019; EFRAG 2021; Lai et al. 2013; Sukhari and De Villiers 2019; Songini et al. 2020, 2021).



Focusing on the second group of research, Lai et al. (2013) applied linguistic analysis considering three explicit language features of information, type (whether it is quantitative or qualitative), tone (positive or non-positive), and time perspective (whether it is forward looking or not). The survey revealed that most of the presented information in the BM is qualitative and not forward-looking, whilst 50% of the disclosures are positive and 50% negative.



Bini et al. (2016) used content analysis and propose a methodological framework for the analysis of BM disclosure quality. Quality was assessed by considering the following three dimensions: “completeness, i.e., a comprehensive description of a company’s BM, including all BM components; focus, which aims to assess whether BM disclosure really explains the value creation story; connectivity, which is the level of interrelations among BM descriptions” (p. 89). Data were collected from the reports of 45 UK listed companies. The findings showed that few companies use their BM disclosure to stress the contribution of their internal capital to create and capture value. Moreover, BM descriptions are not always explicitly clear from other strategic concepts and inadequately demonstrate the connections among the BM components (i.e., value proposition, target customer distribution channel, relationship, resource and capability, value configuration, partnership, revenue model and cost structure).



Di Tullio et al. (2019) conducted a semiotic analysis to examine how European firms disclose the presentation and content of BM information in corporate reports to manage their legitimacy in response to European Directive 2014/95. Their analysis suggests that 50% of the sample chose to comply with the EU Directive regarding BM information through the use of non-accounting language, figures and diagrams.



Agustia et al. (2020) used content analysis on data collected from 126 integrated reports from the IIRC database for the period of 2016 and 2017. The authors develop a complex scoring system to assess five areas of reporting quality, i.e., the conciseness, accessibility, readability and clarity of the document, reliability and content element, which incorporates amongst others BM and strategy/resource allocation. The research findings indicated a moderate level of quality of integrated reports.



EFRAG (2021), used the PEA (see Section 3.1) to reveal the more mature practices in BM and risks and opportunities in the EU (16 countries, 30 sectors, 44 companies). The results highlight that reporting on the BM is not holistically developed and is unsuccessful in providing content that can be useful to capital providers to predict the future performance of a business. Moreover, the report reveals the need for a more balanced perspective on opportunity and risks related to BM and for more information and explanations on if, and how the BM and strategy are resilient to environmental and social risks.



Finally, Athanasakou et al. (2023) employed content analysis (231 keywords/themes) to create a composite StrategyScore in order to measure strategy and BM information usefulness. Their results revealed that the legal regime, as well as context (country and industry) related factors, affect the usefulness of the provided information.



In conclusion, the non-financial reporting literature exhibits a growing interest in BM and strategy disclosures (Di Tullio et al. 2019). The main focus concentrates on exploring and defining what constitutes high quality, useful disclosures on BM and strategy (Athanasakou et al. 2023), addressing the need to reduce information asymmetries and inconsistencies in reporting and improving monitoring and communication by the report users. Nonetheless, prior research has been inconclusive on the qualitative characteristics and content attributes that constitute high quality BM and strategy disclosures.



Moreover, various assessment tools and methodologies seem to have been applied, ranging from linguistics (e.g., Lai et al. 2013), to content (Athanasakou et al. 2023; Bini et al. 2016) and to semiotic analysis (Di Tullio et al. 2019), to measure the quality of BM and strategy disclosures. Nevertheless, to our understanding, they fall short of providing an easy to apply, holistic and integrated tool to help managers clearly understand the state of their company’s BM and strategy disclosure. Yet, the PEA method developed by the PTF-RNFRO (EFRAG 2021) and applied only to the EFRAG (2021) research, is a simple to use, integrated tool that can offer an organization the opportunity to reflect on the maturity of their BM reporting against seven specific criteria (see Section 3.1).



Considering the above discussion, the present research addresses the underexplored issue of the maturity of BM and strategy disclosures and uses the PEA framework to provide answer to the following Research Question (RQ1): Are the listed Greek companies mature regarding BM and strategy disclosures?





3. Methodology


3.1. The Practices Evaluation Approach


As already specified, the PEA framework was used as the framework to evaluate the maturity of BM and strategy disclosures in the reports of listed Greek companies (for a detailed presentation of the PEA method please see EFRAG 2021, pp. 25–29, 83–84). Specifically, the objective was to assess whether BM and strategy disclosures “have characteristics of useful sustainability reporting information” (EFRAG 2021, p. 25). In this attempt, both qualitative characteristics and content elements of the BM and strategy disclosures are included in the maturity assessment. Regarding the qualitative characteristics, they are in line with (i) fundamental characteristics offered for financial reporting (derived from IASB), i.e., the relevance/materiality and faithful representation of the BM and strategy information, (ii) enhancing qualitative characteristics derived from the financial and non-financial framework/standards/directives (such as: IIRC <IR>, GRI, the NFRD, the CSRD), i.e., understandability/clarity, reliability/verifiability, and comparability and (iii) additional qualitative characteristics derived from non-financial frameworks/standards/directives, i.e., coherence, connectivity, strategic focus and future orientation, stakeholder inclusiveness and timeliness of the BM and strategy information provided.



Referring to the content elements of BM and strategy reporting in the PEA, they were drawn from well-accepted reporting frameworks, standards and directives (e.g., IIRC IR Framework, GRI, IASB, the NFRD, the TCFD, the CSRD) and assess maturity based on the following criteria (EFRAG 2021, see p. 29 for a short description of the criteria):




	-

	
Comprehensive description of the BM, i.e., unambiguous and complete allusion to the company’s BM, including the following components: mission, inputs (resources and relationships), activities, value chain and outputs (products, outcomes, impacts and KPIs).




	-

	
Report on the short, medium and long-term potential of the BM.




	-

	
Clear description of BM’s dependencies (i.e., tangibles, capitals, resources) and impacts (impact and financial materiality) on sustainability issues.




	-

	
Presentation of the material sustainability issues that are likely to affect business performance.




	-

	
The company’s exposure to sustainability risks.




	-

	
The consideration of sustainability opportunities.




	-

	
The sustainability strategy, targets and KPIs, and their monitoring and progress.









The PEA matrix (see EFRAG 2021, pp. 83–84) provides the tools for the practical assessment of the maturity of BM and strategy reporting.




3.2. Research Strategy, Sampling and Data Collection


A team comprising 6 researchers (all postgraduate students) working under the guidance of an expert in the field, a technical lead and a scientifically responsible academic was formed. The researchers collected publicly available information on BM and strategy disclosures from the CSR/sustainability reports and connected documents on companies’ sites of 30 companies listed in the Athens Stock Exchange (ATHEX) subject to NFRD non-financial reporting obligation (see Table 1). To standardize the sample, only the 2021 reports were considered (Bini et al. 2016).



Purposively, companies operating in 6 important sectors of the Greek economy, where sustainability issues are of utmost importance, were considered for this study. These sectors are as follows: information technology, construction, tourism and transportation, cosmetics, banking, and energy.



Initially, the researchers received extensive training on the PEA methodology. To ensure reliability, two main issues were addressed as part of the researchers training, i.e., well-specified evaluation rules and decisions (Milne and Adler 1999). Regarding the first issue, researchers discussed data that were collected and recorded by the experts of the PEA matrix (i.e., in an excel file; EFRAG 2021, see pp. 83–84) during a pilot study of 2 CSR/sustainability reports, and inconsistencies were resolved through discussion. Thereafter, to verify that all researchers had common understanding of the PEA method (second issue; validity), they worked independently. The researchers studied the same 2 CSR/sustainability reports and the connected documents and entered the collected data into the PEA matrix. The rate of agreement was over 90%, which was considered to be satisfactory (Osma and Guillamon-Saorın 2011).



Following this, each researcher was assigned the task of concentrating on a sector and carefully scrutinizing the reports of the sample companies and inserting the collected data into the PEA matrix. The recordings were sent to the 3 experts who randomly reviewed 1 report (and its related documents) per sector (investigator triangulation; Denzin 1973).





4. Key Findings and Discussion


In accordance with the aforementioned criteria, the survey findings are presented below. Before referring to the comprehensive, complete and clear description of the BM criterion of assessment, it is notable that most of the undertakings dedicated a section of their sustainability or annual reports to their BM and strategy, however, in a few cases they were included in other related documents, such as integrated reports or financial statements. Disclosures are therefore scattered in documents and/or reports and the recipients of information have trouble filtering out relevant information describing the organization’s BM.



Additionally, it appears that many companies in the sample rely the description of their BM and strategy on the use of either reporting frameworks or standards or authoritative guidance to interpret and guide their BM-related disclosures, such as GRI (83.3%), ATHEX ESG 2019 (60%) and SASB (32.5%). The combination of these frameworks leads to the visualization of the BM and, thus, to more comprehensive information.



Narrative reporting and schematic representations of the BM—offering a focused and rather complete description of the key elements of a BM (inputs, activities, value chain, outputs, products, outcomes, impacts and KPIs)—was portrayed by 67% of the companies, especially from the large ones in each industry. In general, it was found that the BM disclosure provided users with information on their BM in relation to the major BM components (mission, inputs, activities, value chain, outputs). Nonetheless, the weakest disclosure in the graphic representations of the BMs is the disclosure of the impacts of the BM regarding sustainability impacts and KPIs.



The present research also raises concerns associated with the quality of the BM elements disclosures, mainly with their relevance, completeness and consistency. This finding is also supported by other authors in the field (see, e.g., Bini et al. 2016; EFRAG 2021). The poor attention paid to these crucial issues most probably suggests that, still, only a limited number of companies take advantage of—or actually understand how to apply—the tools provided by expert bodies and directives to communicate their value creation story (Bukh 2003; Bini et al. 2016). As a result, the BM idea, as a schematic and narrative representation of the value creation and capture process, loses its effectiveness as a meaningful reporting practice and communicative approach towards the financial market and other relevant stakeholders (Nielsen and Bukh 2013).



It is also worth pointing out that the construction industry appears to stand out from the other five (5) in terms of the completeness and quality of the information disclosed, whilst those lagging behind are the companies in the IT and cosmetics sectors, where graphical and visual illustration of the published data is lacking and the provided information is not value-oriented. The heavy negative impact on the environment, as well as the higher percentage of on-the-job accidents and the plethora of sector specific standards of the construction may have influenced this result (Forbes 2021), suggesting also that the sectoral context affects the level and quality of reporting as underlined by some researchers in the field (see, e.g., Athanasakou et al. 2022, 2023; Di Vaio et al. 2023; Zarzycka and Krasodomska 2023).



Report of the short, medium and long-term potential of the BM. As observed in the current research, 80% of the studied reports give prominence mainly to the short-term potential of the BM and strategy, whilst the minority (26.7%) make reference to their long-term strategy and targets which relate mostly to climate change and having zero environmental impact. Notably, none of the companies in the cosmetics, tourism and transportation sectors reveal their long-term plans (see Table 2). Therefore, as the EFRAG (2021) report emphasizes, the majority of the reports “fail to provide content that can be used by capital providers to predict the future performance of the business” (p. 11). Toward this direction, it seems promising that the GRI guidelines help, with the indicators and standards, in the provision of clearer information to the users of the reports.



Reporting on dependencies and impacts. Disclosures were found to lack a balanced approach in the reporting on the impacts and dependencies of their BM. More precisely, the majority of the firms (60%) portray mainly the positive impacts of their BM, 36.7% present both positive and negative impacts, whereas 23.3% do not include any impact (see Table 3). The analysis also revealed that impacts are frequently depicted in broad terms and, even when a connection to the SDGs is attempted, there is lack of information on the precise impacts on different SDGs. Regarding dependencies, reference is mainly related to climate change and energy and the reports are less inclusive of dependencies related to social and governance issues.



Additionally, the impact, rather than the financial, materiality is stressed in a descriptive way. This outcome may indicate the desire on the part of the firms to present BM information in an easier-to-read format for stakeholders, such as employees and customers. However, this approach deprives shareholders of a comprehensive understanding of the value creation mechanisms and the actual bottom-line (Bini et al. 2016). On the other hand, this evidence might strengthen our previous comment regarding the lack of expertise on the application of international frameworks and EU directives in practice.



Presentation of the material issues that are likely to affect business performance. The research findings reveal that the key material issues that preoccupy the top management, regardless of the business sector context, are related to human resources, cyber-security, business ethics and the environment. As seen in Table 4, among the top material issues are occupational health and safety, employee development and diversity-equality at work, fighting corruption-ethics, cyber security/data privacy protection and the circular economy. Surprisingly, customer related material issues and financial performance are given less emphasis by the top management.



Additionally, most undertakings incorporate the corresponding graph (based on GRI guidelines) which reveals the procedure of prioritizing their material issues. However, investment of resources is required in the procedures of selection and ranking of the important topics for sustainability, taking into account the material issues for each industry on a global level.



Exposure to sustainability risks and opportunities. It was obvious that the reports do not provide sufficient information on the linkage of the BM to sustainability risks. In fact, 50% of the reports refer to sustainability risks and 13.3% focus only on the exposure to climate change related risks. Also, complete disclosure of the BM exposure to sustainability risks, including the description of time frames and financial impacts is rare. It is notable that 50% of the reports make no reference to sustainability opportunities, whilst 36.7% allude to the sustainability opportunities related to corporate strategy description (see Table 5).



It could be supported that less mature reporting of sustainability opportunities compared to sustainability risks was noticed. This ascertainment possibly supports EFRAG’s (2021) conclusion that sustainability is perceived as a threat to the business, a cost or risk, rather than as an opportunity for development and innovation. Also, only a few of the reviewed companies provide a quantification of risks and/or opportunities. Again, as this evidence is in line with the results of the EFRAG’s (2021) survey conducted in 16 EU countries the issue raises at the European level.



Sustainability strategy, targets, KPIs, its monitoring and progress. Most of the companies (90%) provide discussions about their sustainability strategy, strategic objectives and plans, resources available to implement the action plans, and milestones that show progress towards the achievement of longer-term goals. Nonetheless, only half (50%) of the companies use metrics and timelines in relation to their sustainability strategy. The minority (10%) generally refer to their goals and relevant indicators. More precisely, this segment of the reviewed companies limits information to its comparative advantage, without discussing issues of sustainability or good sustainable practices, thus adopting what Oliver (1991) refers to as an avoidance or even defiance stance to institutional pressure. To our understanding, these findings confirm the prediction of Dumay and Hossain (2019) that firms will merely adjust their reporting practices to comply with the requirement of the law and continue with a “business as usual” approach.



The findings also shed light on the extent to which the disclosures vary between different business sectors (see Table 6). Last but not least, giving support to prior research finding (see, i.e., Athanasakou et al.’s (2022, 2023)) the examined sectors are not at the same level of maturity in terms of sustainability reporting, i.e., companies in the energy and construction sectors are overall more mature than all the other companies in the sample, whereas companies in the sectors of tourism, transportation and cosmetics are the least mature.



Practical Implications


Building on and enhancing EFRAG’s (2021) work, this paper intends to highlight current practices on BM and strategy disclosures in listed Greek companies and provide the interested parties with practical guidance for improving the maturity of their disclosures. This is a key issue since the quality and comprehensiveness of companies’ reports support their public image, enhance their performance and competitive advantage (Karagiannis et al. 2019), improve effectiveness and stakeholder engagement (GRI 2013), show up their social and environmental achievements (Cowan et al. 2010) and attract green and socially sensitive investors (Mackey et al. 2007).



In light of our research results, it becomes obvious that the report creators should put higher effort into describing the BM and sustainability strategy of their organization in a more comprehensive, clear, quantifiable and schematic way. Such an approach requires that the producers of the reports, as well as the management team of an organization, need to be adequately informed and trained on the use of reporting frameworks and standards, and have authoritative guidance to help them interpret and guide their BM and strategy related disclosures (Lai et al. 2018). Indeed, although reference is made in the majority of the reports to the adoption of non-financial reporting frameworks, standards and directives (such as GRI, SASB and <IR>), it seems that they are not effectively applied to communicate their value creation story and strategy (Bini et al. 2016). Moreover, to enhance reporting maturity, greater emphasis needs to be placed on the interconnection of the BM and strategy to sustainability dependencies, impacts, risks and opportunities in the reports, and particularly on dependencies, negative impacts and opportunities. Otherwise, the recorded imbalance found in the information provided through the reports can be misleading and disorientating for investors and other stakeholders that use the reports, such as partners and employees, also signaling an avoidant, or even a defiant, stance and an attempt to “prettify” the actual impact and future of the company’s BM (Dumay and Hossain 2019). In addition, the comprehensiveness and clarity of BM and strategy disclosures can be improved if the relevant information is not scattered in a plethora of documents and/or reports, but rather concentrated in one document, i.e., in the integrated report, so that the recipients of the relevant information can easily trace it and filter it out.



Furthermore, firms should not stress impact materiality only in a descriptive way (EFRAG 2021). They also need to quantify both opportunities and risks, explaining cash flow generation and impacts. In other words, they ought to advance the interconnection of financial and sustainability information and data through the application of evidence and/or science-based and forward-looking targets to showcase the double materiality issue, the cornerstone of CSRD, whilst underlying the long-term potential of their BM and strategy. Under double materiality, both an outside-in (financial materiality) and an inside-out (impact materiality) approach to sustainability has to be adopted. The first focuses on the risks and opportunities that environmental and social issues place upon a company’s activity, performance and value in the short, medium or long term. The second considers the negative or positive impacts that the company and its activities, as well as its upstream and downstream value chain, have on the environment, people and society (EFRAG 2021). Also, the adoption of technology solutions, such as data management, natural language processing (NPL), multimedia, satellite imagery and AI (Artificial Intelligence), can contribute to improving the qualitative characteristics—i.e., materiality/relevance, faithful representation, reliability/verifiability and timeliness—of mature, and therefore useful, BM and strategy disclosures (see EFRAG 2021, pp. 67–70 for an extensive discussion).



The previously discussed implications are key in providing external stakeholders such as investors, partners, customers and employees, but also internal stakeholders—and particularly managers—with the required information for understanding whether a company is mature in making more effective and robust sustainability decisions. In addition, improving the process and outcome of sustainability reporting can help companies advance, and more holistically integrate, their efforts for sustainability into their systems and vice versa, i.e., sustainability reporting and organizational change management for sustainability have reciprocal reinforcing relationships (Lozano et al. 2016, p. 168).



A key element in enhancing the maturity of BM and strategy disclosure would be the investment of resources on the procedures of prioritizing the key sustainability issues for the company, as well as the knowledge of the sector’s relevant material issues. The adoption and training of managers on frameworks such as the EU Taxonomy for sustainable practices, GRI as well as SASB could facilitate this process (Athanasakou et al. 2023).



As for the credibility of the information disclosed, this could be attained through internal and third-party assurance. This may include the development of practices and guidelines to assist those charged with an organization’s governance to review their organization’s BM and the role that can be played by internal and external assurors (see Maroun 2017). Such an approach requires managers to be adequately trained and committed to the sustainability strategy, avoiding green washing and stakeholders’ disorientation, while ensuring business survival and enhancing the company’s reputation (EFRAG 2021). Of course, this stance has an organizational cultural dimension too, and deserves further exploration.



Also, the Greek energy and construction industries, as the most mature ones, could lead the way toward improving disclosures of BM and strategy through the provision of good practice examples as benchmarks for improvement and motivators for action. To this logic, a suggestion could be the joint creation, i.e., by the relevant government services and relevant firm associations, of a centralized public-private digital platform, where, initially, all listed Greek companies could submit their reports in a standardized way. This would help overcome information asymmetries and inconsistencies in reporting, improve monitoring and communication, which in turn, could make companies with higher maturity more attractive for employees, investors, partners and other stakeholders. Since recent research evidence underscores the fact that standardization can enhance the effectiveness of a mandatory intervention to regulate BM and strategy disclosures (Bini et al. 2016), the outcomes of the present research can be also helpful towards this direction. Additionally, we put forward the idea that the PEA could not only help the report creators reflect on the BM and strategy disclosure of their organization, but also facilitate the reporting standard setters in providing the regulatory requirements and directions for the standardization of BM and strategy reporting and helping firms manage their legitimacy in response to the CSRD.



The research results are also expected to enlighten the users, i.e., managers, investors and partners, on the issue of the maturity of BM and strategy and improve their understanding of what constitutes mature, and useful, reporting of BM and strategy.





5. Conclusions, Limitations and the Way Ahead


Demands for corporate reporting have changed in structure and content in order to address issues related to BM and strategy (Athanasakou et al. 2022, 2023). This paper is an exploratory analysis aimed at investigating firms’ practices of BM and strategy disclosure. It has focused on a specific sample, which consists of firms operating in six (6) Greek industries. The results revealed that most companies are not yet mature in their sustainability disclosures. Those that present a higher level of maturity take steps beyond mere compliance, aspire to stand out, gain a competitive edge and build trust with stakeholders. Their reports meet the criteria more effectively and are distinguished by the quality of inclusion, but they should still be based on a more quantitative approach to both risks and opportunities. Furthermore, the principle of double materiality is not satisfied in many cases, even among the companies that follow GRI standards. Also, very few companies have adopted sector-specific standards like SASB, or GRI Sector Supplements.



Despite its contribution to the theory of BM and strategy disclosure, this study also has limitations that should be considered when interpreting the results. Among the limitations is the focus on one country; this research concerns listed companies operating in Greece. The sample of reports does not cover all economic sectors, whilst only large companies with a significant social-environmental footprint (in each sector) were studied, excluding small and medium-sized ones. This is particularly important since the relevant research suggests that sector and size matter in the quality of sustainability reporting (Zarzycka and Krasodomska 2023).



In addition, as it is not always possible to fully control for the unobservable or indirect effects that differ across industries and may confound the results’ interpretation, future researchers could explore other variables, e.g., the incentives of top managers regarding the mode, content and quality of information published, which set limits on responsible reporting. Another factor to reflect on when analyzing the results is the time frame. To extract the data, all of the companies’ documents that referred to the year 2021 were studied. Future studies could extend the time horizon and track the progress of the phenomenon, comparing the past with the present and planning future research steps.



Summarizing and setting aside the above limitations, this research enriches the literature on current reporting methods and paves the way for updating sustainability reports.
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Table 1. The study sample.






Table 1. The study sample.





	Sectors
	Companies
	%





	Information Technology (6)
	Quest holdings; MLS Innovation Inc. (Greece); Entersoft; Epsilon Net; Logismos; Ilyda
	20.0



	Construction (6)
	TITAN Cement International; Lafarge; ELLAKTOR;

GEK TERNA Holdings; Intracom Holdings; Avax
	20.0



	Tourism and Transportation (5)
	GEKE; Lampsa Hellenic Hotels AEGEAN Airlines; ATTICA Holdings; ANEK Lines
	16.7



	Cosmetics (4)
	APIVITA; PAPOUTSANIS; SARANTIS, VIANEX
	13.3



	Banking (4)
	Alpha Bank S.A.; Piraeus Bank S.A.; Eurobank S.A.; National Bank of Greece S.A.
	13.3



	Energy (5)
	Mytilineos; Motor Oil; EYDAP; The Public Power Corporation S.A. (DEI); Admie Holding S.A.
	16.7










 





Table 2. Orientation of BM and strategy disclosure.
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	Short-Term
	Medium-Term
	Long-Term





	Number of companies
	24/30
	10/30
	8/30



	Total percentage (%)
	80.0
	33.3
	26.7










 





Table 3. Disclosure of impacts.
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	Positive Impacts
	Negative Impacts
	Both Positive and Negative Impacts
	No Reference to Impacts





	Number of companies
	18/30
	11/30
	11/30
	7/30



	Total %
	60.0
	36.7
	36.7
	23.3










 





Table 4. Top 10 sustainability issues per sector.






Table 4. Top 10 sustainability issues per sector.





	Information Technology
	Construction
	Tourism and Transportation
	Cosmetics
	Banking
	Energy





	Occupational health and safety
	Climate change management & adaptation
	Customer health and safety
	Diversity—Equality at work
	Fighting corruption
	Waste management



	Employee development
	Reduction of carbon dioxide emissions
	Employee development
	Employee development
	Occupational health and safety
	Circular economy



	Data privacy protection
	Energy use management -Consumption reduction
	Equality at work
	Ethics—Corporate governance
	Equality at work
	Occupational health and safety



	Cyber security
	Regulatory compliance
	Energy use management—Consumption reduction
	Energy saving—Air emissions reductions
	Environmental compliance
	Corruption



	Equality at work
	Business ethics—Fighting corruption
	Climate change management & adaptation
	Consumers’ health and safety
	Energy use management
	Equal job opportunities



	Customer satisfaction
	Transition to circular economy
	Reduction of carbon dioxide emissions
	Circular economy
	Data privacy protection
	Climate change management and adaptation



	Climate change management & adaptation
	Occupational health & safety
	Business ethics—Fighting corruption
	Financial performance
	Financial performance
	Customer service and satisfaction



	Energy use management—Consumption reduction
	Employee development
	Employee engagement/satisfaction
	Product quality
	Customer service and satisfaction
	Environmental compliance



	Business ethics—Fighting corruption
	Sustainable development infrastructure
	Human rights
	Fighting corruption
	Corporate governance
	Digital transformation and innovation



	Digital transformation
	Cyber security/Data privacy protection
	Digital transformation
	Human rights
	Dealing with pandemic impacts
	Human rights










 





Table 5. Disclosure of sustainability related risks and opportunities.
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	Sustainability Risks
	Sustainability Opportunities





	50% generally refer to sustainability risks
	36.7% generally refer to sustainability opportunities



	13.3% refer to risks related only to climate change
	13.3% refer to opportunities related only to climate change



	36.7% do not even refer to sustainability risks
	50% do not even refer to sustainability opportunities










 





Table 6. Sectoral variations in BM and strategy disclosures.






Table 6. Sectoral variations in BM and strategy disclosures.





	Sector

Criteria
	Information Technology

(6 Companies)
	Construction

(6 Companies)
	Tourism and Transportation

(5 Companies)
	Cosmetics

(4 Companies)
	Banking

(4 Companies)
	Energy

(5 Companies)





	Inclusion of BM elements (mission, inputs (resources and relationships), activities, value chain, outputs (products, outcomes, impacts and KPIs), diagram and risk and opportunities
	Partial (most elements): 6

Diagram: 4

Risks and

Opportunities: 5
	Full inclusion: 3

Diagram: 6

Risks and

Opportunities: 4
	Full inclusion: 2

Diagram: 2

Risks and

Opportunities: 3
	Full inclusion: 2

Diagram: 1

Risks and

Opportunities: 0
	Partial inclusion: 4

Diagram: 3

Risks and

Opportunities: 1
	Full inclusion: 2

Diagram: 4

Risks and Opportunities: