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Abstract
This chapter discusses the potential of integrated reporting for public sector organizations. It
emphasises that the public sector is a useful context for exploring integrated reporting, given
its societal and sustainability focus. Initially, the focus is on sustainability reporting and the
evolution from this form of reporting to integrated reporting. The current status of integrated
reporting in the public sector is then discussed. Further studies on integrated reporting and
thinking in the public sector are needed to expand our knowledge and understanding of this
mechanism and accordingly, the final section outlines future research opportunities.

Introduction
Sustainability is one of the most crucial issues being faced by communities worldwide, and it
demands collaborative thinking and action. The concept of sustainability emerged in the
1960s because of substantial environmental degradation caused by imbalanced industrial
growth, population growth and poor resource management (Kopnina and Shoreman-Ouimet,
2015). This has led to increasing concerns and awareness about environmental and social
impacts of organizational activities including the public sector. There are several critical
sustainability issues that are affecting people and the planet, such as climate change,
environmental degradation, loss of biodiversity, freshwater scarcity, waste, income

inequality, unemployment, fairness and justice, health and safety, and poverty (Diesendorf,
2000; OECD, 2001; Schaltegger et al., 2006; Hopwood et al., 2010; UN, 2015). All these
issues have drawn social and political attention, and calls have been made to advance the
notion of sustainable development.

Consequently, private and public sector organizations are expected to identify and address
sustainability issues. Although both of these sectors are equally accountable for their impact
on the environment and society, the role and potential of public sector organizations (PSOs)
in advancing the notion of sustainable development has been emphasized because they
primarily exist to deliver public policy and to promote social welfare (Broadbent and Guthrie,
1992; Ball and Grubnic, 2007; Lewis, 2008; Ball et al., 2014). Ball and Grubnic (2007)
recognize ‘an affinity between a public sector ethos and the notion of community and fair
resource distribution inherent in sustainable development’ (p.252). The Global Reporting
Initiative’s (GRI) Public Sector Supplement asserts that PSOs:

have a civic responsibility to properly manage public goods, resources, and/or
facilities in a way that supports sustainable development objectives and promotes the
public interest. Public agencies are expected to be open and transparent in their
management of public funds and assets. As significant employers, providers of
services, and consumers of resources, public agencies also have a major impact on
national and global progress towards sustainable development. Given their size and
influence, public agencies are expected to lead by example in reporting publicly and
transparently on their activities to promote sustainability (GRI, 2005, pp. 7-8).

This implies that the public sector has not only a major role in advancing sustainable
development but is also expected to lead by example in relation to transparency and
reporting.

In the last two decades, both practitioners and academics have proposed, examined and
discussed the emergence of innovative reporting tools in the public sector for enhancing
transparency and accountability on sustainability issues (Biondi and Bracci, 2018). The
prominent reporting tools that have transformed reporting practices in the public sector

include social and environmental reporting, sustainability reporting (SR), and more recently
integrated reporting (IR) as it brings thinking, planning and reporting together.

IR extends the potential of sustainability reporting and aims to change the mindset of leaders
by encouraging them to create value over the short, medium and long term. Moreover, it
offers a framework that can enable organizations to manage complex interconnections
between people, ideas, finance and the natural environment (CIPFA, 2016). This aim of this
chapter is to establish the need for and scope of IR in the public sector. To address this, the
notion of sustainability reporting in the public sector is first discussed. We then present an
overview of the uptake of IR practice in the public sector through a critical review of existing
studies on IR and the final section envisions future research opportunities on IR in the public
sector.

Sustainability reporting in the public sector
Although this chapter focuses on IR practice, this section outlines the state and drivers of
sustainability reporting in the public sector as this reporting tool offers the foundation for the
emergence of IR. The sustainability reporting mechanisms provide readily available back-end
systems, controls and assurance processes, which are critical to support the development of
an integrated report, such as, for example, gathering robust ‘non-financial’ data (CIPFA,
2016). Therefore, before reviewing the state of IR practice, it is important to recognise those
practices that have led to the adoption of IR.

In the public sector, sustainability reporting is regarded as:
A public account of an organisation’s sustainability performance achieved through a
combination of: leadership; strategic partnering; stakeholder engagement; policy
outcomes; and the management of the organisation’s impacts on the local
environment, social well-being and economic prosperity (Ball, 2005, p.4).

Sustainability reporting processes and practices have enabled PSOs to systematically identify
and interlink the economic, social and environmental costs and benefits of organizational

strategies and actions (Lewis, 2008). The use of effective sustainability reporting mechanisms
drives organizational changes for sustainability in the public sector (Domingues et al., 2017)
and enables organizations to communicate their contribution to sustainable development
(Lamprinidi and Kubo, 2008).

The existing literature indicates that sustainability reporting in the public sector is driven by a
variety of internal and external factors. Dickinson et al. (2005), in their global study, found
PSOs largely produce sustainability reporting to monitor their performance, demonstrate their
progress towards sustainability principles, meet stakeholder information demands, comply
with regulatory requirements, and manage public relations. Additionally, local context-based
studies have provided in-depth insights into regional and cultural drivers of sustainability
reporting. For instance, Marcuccio and Steccoli (2005) highlighted that socio-psychological
forces (such as willingness to adopt innovative and progressive management techniques) and
techno-economic forces (for example, the search for improved financial and non-financial
performance through better accountability, reporting and management system) together shape
sustainability reporting in Italian local governments.

Most of the extant research indicates that internal influences such as leadership and
accountability drive sustainability reporting practices in the public sector. Lodhia et al.
(2012), in their study of 19 Australian PSOs, revealed that internal policy requirements and
internal stakeholders drove the reporting practices in these agencies. Similarly, Farneti and
Guthrie (2009), Bellinger et al. (2011), Lodhia and Jacobs (2013) and Domingues et al.
(2017) reported that sustainability reporting practices in the public sector are internally
driven. They generally concluded that the internal organizational practices and internal
stakeholders provide a more powerful reasoning for sustainability reporting in comparison to
adhering to external legitimacy.

Prior literature has also investigated the nature, role and drivers of stakeholder engagement in
sustainability reporting in the public sector (Imoniana et al., 2012; Greco et al., 2015; Kaur
and Lodhia, 2014, 2016, 2017, 2018, 2019). Greco et al. (2015) assessed the level of
engagement achieved by 11 Italian local councils using the AccountAbility (2011)

framework. They found that stakeholder engagement was limited to informing. In contrast,
Kaur and Lodhia (2017, 2018) found evidence of effective stakeholder engagement in the
sustainability accounting and reporting processes. Similarly, Imoniana et al. (2012)
showcased stakeholder involvement in the budgeting process of Brazilian municipalities. The
authors found that stakeholders played an important role in monitoring the sustainability
indicators of Brazilian municipalities to evaluate their performance.

To communicate sustainability performance to internal and external stakeholders, PSOs use a
range of communication media including annual reports, social reports, environmental
reports, sustainability reports, web-based reporting, strategy documents, operational plans,
council minutes and publicly available scorecards (Marcuccio and Steccolini, 2005; Farneti
and Guthrie, 2009; Williams et al., 2011). However, some of these media, including strategy
documents, operational plans and council minutes, have limited value for external
stakeholders (Farneti and Guthrie, 2009). Moreover, there is a lack of consistency in terms of
the use of formal or informal reporting approaches (Williams, 2015).

The use of GRI sustainability reporting guidelines by PSOs has been contested by some
researchers. Guthrie and Farneti (2008) explored social and environmental disclosures in
Australian PSOs including federal, state and local government bodies. The study revealed
that these organizations ‘cherry picked’ the GRI indicators they wished to disclose, and their
reports lacked complete disclosure on the social, environmental and economic impacts of
organizational activities. Similar findings were reported by Leeson et al. (2005), Guthrie and
Farneti (2008), Tort (2010), Marx and Van-Dyk (2011), Lodhia et al. (2012) and Domingues
et al. (2017). The usefulness of the GRI guidelines for PSOs has been questioned as they fail
to recognise the importance of specific issues addressed by the public sector, such as
educational awareness, which is crucial to many government departments (Guthrie and
Farneti, 2008; Lodhia et al., 2012).

Although sustainability reporting in the past has encouraged PSOs to identify and report on
their sustainability issues, it has not been very successful in promoting integrated thinking,
which is critical in linking thinking, planning and reporting processes. Hence, as discussed

earlier, IR has emerged as a response to these issues and to transform existing reporting
practices. It offers a more comprehensive reporting framework that can instigate collaborative
thinking and action on sustainability, and communicate how sustainability norms and
principles are embedded, operationalised and delivered by the public sector. The next section
presents the need for and state of IR in the public sector.

Integrated reporting in the public sector
Movement to and benefits of integrated reporting in the public sector
IR and the associated International Integrated Reporting Framework (IIRC Framework) is a
new form of reporting that has seen growing interest from PSOs. It is more than simply
another report that summarizes information contained in other reports (e.g. the financial
report, or the sustainability report). Rather, it seeks to explain how an organization creates
value over time by enhancing accountability and stewardship, and promoting understanding
of the interdependencies between the organization’s capital sources (IIRC, 2013). Although
the IIRC Framework was initially seen as being primarily focused on the private sector, the
International Integrated Reporting Council (IIRC) considers its applicability to be wider: ‘it
can also be applied, adapted as necessary, by public sector and not-for-profit organizations’
(IIRC, 2013, p.4). The literature supports this statement, arguing that there is great potential
in broadening the focus of IR initiatives beyond the private sector (Adams and Simnett, 2011;
Bartocci and Picciaia, 2013; Lodhia, 2015).

The literature has examined potential advantages IR could offer the public sector. These
advantages include the opportunity for public sector organizations to move beyond historical
reporting practices through the recognition and reporting of diverse forms of capital in value
creation (Bartocci and Picciaia, 2013; Veltri and Silvestri, 2015; Cohen and Karatzimas,
2015; Katsikas et al., 2017; Montecalvo et al., 2018; Manes-Rossi and Orelli, 2019; Farneti et
al., 2019). This could potentially lead to a more inter-connected view of sustainability for the
public sector (Guthrie et al., 2017; Monetcalvo et al., 2018; Manes-Rossi, 2018). IR also
provides the ability and discretion for public sector organizations to tailor the principlesbased IIRC Framework to tell their individual stories through reporting orientated towards
organizational ends (Veltri and Silvestri, 2013; Lodhia, 2015; Oprisor et al., 2016). However,
it needs to be noted that the IIRC Framework is not just about IR; it is about organizational

thinking in an integrated manner, decision-making and actions leading to more integrated
processes, and a movement away from silo thinking, often noted in public sector
organizations (Bartocci and Picciaia, 2013; Macnab, 2015; Guthrie et al., 2017; Katsikas et
al., 2017; Katsikas et al., 2017; Manes-Rossi, 2018).

With the public sector having a broad base of stakeholders, the application of the IIRC
Framework also has potential through its focus on stakeholder engagement as a guiding
principle, specifically:

An integrated report should provide insight into the nature and quality of the
organization’s relationships with its key stakeholders, including how and to what
extent the organization understands, takes into account and responds to their
legitimate needs and interests (IIRC, 2013, p. 5).

By having a stronger focus on stakeholder engagement, the integrated approach could
potentially lead to improved provision of useful information to stakeholders and improved
accountability outcomes for the public sector (Wild, 2011; Bartocci and Picciaia, 2013;
Oprisor et al., 2016; Katsias et al., 2017; Guthrie et al., 2017; Manes-Rossi, 2018;
Montecalvo et al., 2018; Manes-Rossi and Orelli, 2019).

Potential challenges to implementing integrated reporting in the public sector
Notwithstanding the potential advantages IR can bring to the public sector, it is important to
also consider potential challenges discussed in the literature. For example, as the IIRC
Framework does not specify measures and metrics, this could potentially lead to
inconsistency and lack of comparability between public sector entities, with some arguing for
the continued usage of the GRI in preparing integrated reports (Manes-Rossi, 2018).
However, without support and agreement by key actors (e.g. public sector organizations,
standard setters, professional organizations) (Oprisor et al., 2016), issues of consistency and
comparability could potentially occur across all sectors, pointing to the need for an agreed
approach towards IR in the public sector.

Others have raised concerns about the private sector focus of the IIRC Framework
development, noting that the level of adaptation required for the public sector is an area that
requires further exploration (Oprisor et al., 2016; Manes-Rossi and Orelli, 2019). Guthrie et
al. (2017) noted that the public sector is often resistant to change, causing the possible
adoption of any new reporting framework to be little more than a cosmetic change to internal
management processes. Others have questioned the relevance of reporting against all six
capitals in the public sector, arguing for a simplified reporting approach using a combination
of IR and popular reporting, but this approach is yet to be examined (Cohen and Karatzimas,
2015).

Potential resources available for the public sector
In recognition of the implementation challenges facing IR in the public sector, resources have
been developed to help explain why and how the public sector should adopt IR. These
include the establishment of the Public Sector Pioneer Networki by the IIRC in 2014, in
partnership with the Chartered Institute of Public Finance and Accountancy (CIPFA).
Resources provided by the network include access to webinars, network meetings, expert
insights, resources and shared learning on interpreting the applicability of IR to the public
sector. In 2016, the network published a public sector guide specifically focusing on helping
leaders understand how integrated thinking and reporting can assist the public sector, through
the provision of five case study organizations and their experiences in implementing IR.
Other publicly available resources that focus on the benefits of IR include KMPG (2012),
PwC (2015), Deloitte (2015), CIMA (2016) and EY (2018).

Review of integrated reporting literature in the public sector
Studies have noted the importance and the need for research in the public sector, but research
examining IR practice is currently lacking (Montecalvo et al., 2015; Dumay et al., 2016;
Guthrie et al., 2017). Given the size and influence of the public sector (GRI, 2005), this is an
important gap in the literature that requires addressing. An overview of the current empirical
contributions to the literature is discussed below, providing insights into the current state of
IR in the public sector.

Few studies have examined types and levels of disclosure in accordance with the IIRC
Framework. Two studies (Montecalvo et al., 2018; Farneti et al. 2019) analyzed IR reporting
from a state-owned enterprise (SOE) perspective, specifically focusing on New Zealand Post
(NZP), a participant in the IIRC’s pilot programme. Montecalvo et al. (2018), in applying an
institutional theory perspective, examined the influence of IR on sustainability disclosures
over the period 2001-2015 in NZP. With adoption of the IIRC Framework in 2012, the study
found that IR positively impacted the balance and content of sustainability disclosures,
leading to the conclusion that IR enhances sustainability reporting and is a useful accounting
technology. Farneti et al. (2019) examined how social disclosures by NZP were influenced by
the adoption of the IIRF Framework specifically focusing on intellectual, human, and social
and relationship capitals. Through the lens of stakeholder theory, the study found that the IR
process led to more meaningful stakeholder engagement, resulting in an increase in more
relevant social disclosures. Both studies noted the positive impact IR brought to external
reporting at NZP and the potential this may have for SOEs and the public sector in general.
However, Montecalvo et al. (2018) raised questions as to whether the IIRF Framework
provides a comprehensive framework for all aspects of sustainability, calling for further
research in this area.

Other disclosure studies have also examined levels of adherence with the IIRC Framework,
noting that prior application of reporting standards and guidelines such as the GRI places
organizations in a privileged position in preparing integrated reports (Katsikas et al., 2017).
Guthrie et al. (2017) noted how IR can penetrate into public sector organizations through
internal levels of change, while Katsikas et al. (2017) found progressive adoption of
integrated thinking through management commitment, development of communication
channels, provision of professional training and support developed across time. Veltri and
Silvestri (2015), in analysing the integrated report of a South African public university, found
the level of adherence to the IIRC Framework to be variable, noting a higher focus was
required on integrated thinking and more responsiveness to stakeholders. In a further study,
Manes-Rossi and Orelli (2019), who examined the IR approaches of three local government
councils (Johannesburg, Melbourne and Warsaw), concluded that disclosures were heavily
influenced by pressure from main actors, differing across locations in terms of principles and
focus adopted.

A small number of public sector studies have examined the extent to which IR focuses on
stakeholder engagement. Farneti et al. (2019), noted more meaningful stakeholder processes
occurred following the implementation of IR, as did Katsikas et al. (2017). However,
Katsikas et al. (2017) highlighted the need for deeper engagement with all stakeholders,
arguing that if stakeholders had an improved comprehension of the linkages between
financial and non-financial activities, this would help in alleviating conflicting stakeholder
expectations and provide a better understanding of the organization as a whole. Similarly,
Manes-Rossi (2018), investigating stakeholder engagement across six public sector ‘IR early
adopters’, found varying levels of engagement, while noting its importance.

In drawing this section to a close, it is clear there is potential for IR in the public sector but
further exploration and research is required to overcome a number of challenges presented in
this section. This is discussed in the next section.

Future research opportunities on integrated reporting in the public sector
The studies discussed above have extended the literature on IR in the public sector. They are
a useful start but there is much more that could be explored within this sector. The emphasis
in this section is on identifying future research opportunities in relation to IR. The context for
such studies, comparisons with corporate entities, developments in theorizing, and a focus on
integrated thinking (rather than merely reporting) are some areas that could be developed
further in relation to IR in the public sector. Furthermore, developments in IR through the
auspices of the IIRC, and the link between IR and sustainable development goals, provide a
basis for exploring their relevance to public-sector entities. The role of information and
communication technologies, assurance, regulation and stakeholder perceptions of IR in the
public sector also provide considerable scope for future research.

Our overview of the existing studies on IR indicates that the focus is on Australian, New
Zealand, South African and Italian research contexts. Other contexts will need to be
investigated. This could include public sector agencies in developing countries, comparing
the situation in these contexts to that of entities in the developed world. Country-specific

studies are needed to gain an in-depth understanding of the current status of public sector
integrated thinking and reporting on a global scale. IR and integrated thinking studies at
various tiers of the public sector could also provide specific context-based information. For
instance, the Australian Commonwealth Sector (Lodhia et al., 2012; Lodhia and Jacobs,
2013), states and local councils (Goswami and Lodhia, 2014) could be studied for IR
practices.

Comparisons between public sector entities and companies would also be useful in
understanding whether their organizational motives have a role in IR. Corporations have
profitability and shareholder wealth maximization as their underlying goal, leading to
criticism about whether they are really committed to sustainability issues (Milne and Gray,
2002, 2013). This is of particular concern for IR as some authors claim that the sustainability
focus has been replaced by the value focus in recent times (de Villiers et al., 2014). However,
with public sector entities, the goal of benefiting the entire society provides scope for a
greater focus on sustainability in the IR process.

The theoretical insights informing IR in the public sector also need to be developed further.
Theories at different levels (Llewyn, 2003) will provide a lens to explore the empirical data in
public sector settings. Research methods used for these studies can also be expanded, with
approaches such as focus groups, action research, surveys and quantitative methods
accompanying the commonly used interviews and content analysis mechanisms.

There is a need for further studies like that of Guthrie et al. (2017), which explore the
integrated thinking process in the public sector. A mere focus on reporting is not sufficient in
establishing how IR is embedded into organization processes and established as a practice
(Lodhia, 2015). Of particular interest is the role of the various organizational participants in
integrated thinking, given that this mechanism attempts to break down organizational silos.
For instance, what role do accountants have in facilitating integrated thinking in public sector
agencies? Who are the other participants in integrated thinking and reporting in
organizations? It would also be worthwhile exploring whether integrated thinking is

effectively practised in the public sector, the key factors in the success of this process, and the
challenges to it.

The various developments in IR facilitated by the IIRC could be assessed within a public
sector context in order to gain empirical evidence of actual practices. As an example, the six
capitals approach advocated by the IIRC could be used to extend performance management,
governance and accountability in the public sector. The use of the IIRC Framework in public
sector entities could also be investigated. Public sector entities involved in the IIRC pilot
project could also be studied, extending the studies that looked at New Zealand Post
(Montecalvo et al., 2018; Farneti et al., 2019).

The 2030 Agenda for Sustainable Development, commonly referred to as Sustainable
Development Goals (SDGs), established by the United Nations, will impact organizations,
governments and society in general. The public sector will certainly be impacted by these
goals and it would be useful to assess the linkage between the SDGs and IR (Adams, 2017)
for the public sector. Given that the goal of the public sector is to serve the public interest, the
integration of SDGs into public sector systems and processes will be of interest and a useful
research endeavour.

Information and communication technologies, especially social media, have transformed
corporate communications (Lodhia, 2018) and they also provide potential for IR (Lodhia and
Stone, 2017). It would be interesting to observe, for example, the role of social media as a
communication tool for IR information and to analyse whether it enhances the effectiveness
of IR in the public sector. Issues such as the use of Big Data and the Internet of Things to
facilitate integrated thinking and reporting could also be explored.

The assurance of integrated information within the public sector is another issue that could be
explored. Such information has to be credible and there is a lack of evidence on the auditing
processes involved in this process. Key issues such as who audits such information, the type
of assurance statements that are produced and their role in enhancing the credibility of

integrated information could be investigated. Internal audits in relation to integrated
information could also be studied in future research, given the prevalence of mechanisms
such as environmental performance audits in the public sector (Rika and Jacobs, 2019).

Some studies have explored stakeholder perceptions of IR in the public sector (Manes-Rossi,
2018; Manes-Rossi and Orelli 2019). Further studies are needed to complement these and
similar work in the sustainability accounting and reporting area (Kaur and Lodhia, 2014,
2016, 2017, 2018, 2019). The regulatory aspect of IR in the public sector also needs to be
explored. A critical issue that needs addressing is whether this practice should remain
voluntary or whether mandatory requirements are needed. An analysis of the views of the
various participants in IR is needed to explore this matter. Such studies would provide
insights into the effectiveness of voluntary IR and the future of public sector IR regulation.
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