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OPINION 

The reporting model – 
a public-policy issue?
Market turmoil and ongoing sustainability challenges make it more important than 
ever for policy makers to drive a collaborative approach to corporate reporting, 
argues PwC partner David Phillips, to ensure that capital is efficiently allocated 
and investors and others understand the risks and returns

While the current turmoil in global capital markets is driven  
by financial and economic factors, the transparency of 
companies’ reporting in such volatile times has never been  
as important. Without it, they cannot build public trust in their 
performance or the sustainability of their business. The fallout 
from the current crisis is likely to push this up the agenda, as 
regulators and others redefine mechanisms needed to create 
more stability in the global capital markets. 

Reporting is not the only challenge, but it is a critical piece  
of the jigsaw. Is the current information set that companies 
report to the market complete? Is it reported in a way that  
is efficient, reliable and makes good use of market insight?  
And, is the model structured so that it can evolve in a way  
that is valuable to the market and those that rely upon it? 

For some time now PricewaterhouseCoopers has been 
advocating a recasting of the reporting model through a 
market-driven initiative to create a global blueprint for 
improved corporate reporting (see World Watch, Issue 1 2008, 
page 23). Given the significant challenges facing all societies 
around sustainable wealth creation, climate change and the 
use of scarce resources such as water and energy, we believe 
it is now urgent to develop a reporting model that effectively 
communicates these issues. 

What are the issues in current reporting?

This view is supported by our research into the reporting 
practices of the world’s largest companies. This highlights 
some significant opportunities to provide improved, user-
friendly information that is principles-based, easy to prepare, 
and accessible for both companies and investors. 

For example, reporting of risks has come under the 
microscope as a result of the financial crisis. It varies widely 
between companies – some of the top 500 companies in the 
world do not report on risk at all, while others report in excess 
of 40 risks. Feedback from investors has shown us that in 
either case, without clear reporting of those risks that are key 
to the business and the steps being taken to mitigate and 
manage them, it is harder to identify any potential impact on 
companies’ performance and sustainability. 

This is one of a number of issues that need further 
consideration in the current climate. The financial crisis has 

highlighted, for example, the importance of explaining the 
dynamics of the business model and the market context in 
which it operates. While 70% of companies in the Global 500 
devote more than 60% of their reports to narrative 
information, we should be questioning how much value this 
provides and whether the effort could be redirected to deliver 
better insight into a company and its performance. 

Where next?

We believe the time has come for public policymakers to 
facilitate a more holistic corporate reporting framework.  
Set out opposite is a suggested outline path towards a 
continuous collaboration process involving the key players in 
the capital markets. It suggests that the first step is to assess 
today’s information flows – both content and delivery –  
and then determine the scope of the information set that  
the markets need from which a reporting framework can be 
established. Step three is to consider the extent of regulation 
needed as well as the role of third-party assurance and enabling 
technologies to make reporting more effective. The final step 
is to continuously enhance the model by repeating the steps. 

As collaboration to recast the reporting model gathers pace 
and opportunities are debated, it is important to recognise 
that a number of market-driven initiatives already exist that  
are working towards solutions in particular areas of reporting. 
These include the Connected Reporting Framework 
developed by the Prince of Wales as part of his Accounting  
for Sustainability project. This framework provides a vision of 
how the model can be recast to embrace environmental and 
social issues. The World Intellectual Capital Initiative has also 
developed a high-level corporate reporting framework and is 
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Developing a new corporate reporting model

using a Wikipedia-style internet platform to facilitate 
collaboration across interested market organisations.

Why now?

Markets are by their nature subject to cycles and volatility  
but the excesses in the cycle and extreme asset price  
bubbles have had huge economic impacts – even on 
conservative estimates these can amount to many trillions  
of dollars. There will always be major winners and losers. 
However, the structure of modern capital markets results  
in a large proportion of the electorate being caught up  
directly and indirectly in the excesses of market and  
corporate behaviour. The impact is felt through individuals’ 

savings, pensions and direct investments as well as through 
the recent use of public money in several territories to  
stabilise the financial system.

The effectiveness of the reporting model and its ability to  
help the market understand risk and business performance  
in the context of creating sustainable wealth and a sustainable 
world is a mainstream public policy issue that has to be 
properly and urgently considered. 

For copies of the discussion document, Recasting the 
reporting model – how to simplify and enhance 
communications, email info@corporatereporting.com. 
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