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Abstract6

Introduction-How to visualize the value creation process is a major issue in integrated7

reporting. If a strategy map of Balanced Scorecard (BSC) is used, value creation and8

suppression of value loss can be visualized separately according to the strategic theme. The9

value creation process can be visualized by distinguishing between strategic themes in business10

strategy and strategic themes solving social issues. However, there is an issue in that11

companies that have not adopted the BSC cannot use strategy maps. For this reason, how to12

visualize the value creation process is a highly interesting topic to investigate.The13

International Integrated Reporting Council’s IIRC framework (2013b) mainly focuses on14

information disclosure to financial capital providers, and visualization of the value creation15

process focuses on value creation through business strategy. At the same time, an IIRC16

discussion paper (IIRC, 2011) contained a proposal that also focused on suppression of value17

loss to stakeholders by solving social issues18

19

Index terms—20

1 Introduction21

ow to visualize the value creation process is a major issue in integrated reporting. If a strategy map of Balanced22
Scorecard (BSC) is used, value creation and suppression of value loss can be visualized separately according to23
the strategic theme. The value creation process can be visualized by distinguishing between strategic themes in24
business strategy and strategic themes solving social issues. However, there is an issue in that companies that25
have not adopted the BSC cannot use strategy maps. For this reason, how to visualize the value creation process26
is a highly interesting topic to investigate.27

The International Integrated Reporting Council’s IIRC framework (2013b) mainly focuses on information28
disclosure to financial capital providers, and visualization of the value creation process focuses on value creation29
through business strategy. At the same time, an IIRC discussion paper (IIRC, 2011) contained a proposal that30
also focused on suppression of value loss to stakeholders by solving social issues. However, the octopus model31
advocated by the IIRC cannot be said to be a value creation process that can accommodate value creation and32
suppression of value loss. In other words, it is a major task to visualize information not only about business33
strategy and solving social issues but also visualizing not only value creation but also suppression of value loss.34

Many companies in Japan have taken on the challenge of visualizing a value creation process that addresses35
both value creation and suppression of value loss in integrated reporting since 2013. 1 Since it is not possible36
to consider all integrated reports, we undertake a comparative study of the disclosure of value creation and37
suppression of value loss, using companies that visualize relatively diverse value creation processes in Japanese38
integrated reporting.39

This paper offers a comparative study of the visualization of the value creation process using integrated reports40
voluntarily disclosed by companies, and proposes requirements for the value creation process with consideration41
for both value creation and suppression of value loss. Section 2 examines companies’ internal and external42
environmental factors in regards to IIRC flame work’s content elements. Section 3 clarifies the IIRCs views43
and changes in those views in regards to business model content items. Section 4 makes a comparative study of44
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4 III. CONTENT ELEMENTS CONCERNING

visualizations of the value creation process based on the integrated reports from four leading Japanese companies.45
Section 5 clarifies and further examines the requirements for visualizing the value creation process in terms of46
management’s use of information based on the integrated reports of the companies subject to comparative study.47
Lastly, we summarize this paper’s findings.48

2 II. Content Elements Concerning the Environment Internal49

and External to the Company50

An integrated report does more than reveal financial and non-financial information and their relationship. It51
requires disclosure of information about environmental factors internal and external to the company. These are52
described in the content elements of the IIRC framework as company profile, external environment and governance53
(IIRC, 2013b, pp.24-25). We will clarify these in that order.54

3 ? Organizational overview and external environment55

The IIRC framework points out that ”an integrated report should answer the question: What does the56
organization do and what are the circumstances under which it operates? (2013b, p.24),” and demands the57
disclosure of the content of the company’s business and the external environment surrounding the company. In58
regard to the company profile, it is necessary to clarify the company’s mission and vision and the contents of59
its business under its basic business environment. Since the organizational overview and external environment60
are conceptual, it is relatively difficult to connect and visualize financial and non-financial information. For this61
reason many companies describe these using the CEO’s message. However, companies that recognize social issues62
as an external environment may set explicit attainment goals and link these to nonfinancial information. In such63
cases, as when using a business strategy to solve a social issue, business strategy and social issues are closely64
linked, and the value creation process visualized.65

? Governance The IIRC framework states ”an integrated report should answer the question: How does the66
organization’s governance structure support its ability to create value in the short, medium and long term (2013b,67
p.25),” and requires the disclosure of governance information. In the visualization of corporate governance in68
integrated reports, most companies must disclose their governance systems, company directors and auditors,69
corporate officer remuneration, type of board, their respective coordination, internal audits and interactions with70
shareholders. These contents are also visualized in financial reports. This kind of current information disclosure71
is only a formal disclosure, for which only formal requirements such as the system of governance and the career72
histories of external board members, etc., are required.73

On the other hand, the IIRC framework (2013b, p.25) requires the disclosure of career history, abilities and74
experiences as governance officer skills. Moreover, they also require description of their specific actions that75
affect strategy and risk management as well as how remuneration is linked to value creation. As the IIRC76
framework suggests, meaningful, substantive disclosure that visualizes governance in relation to value creation will77
be required. Substantive disclosure here describes, for example, how the comments of a specific outside director78
have influenced the management’s strategy development and decision-making, and how they have contributed to79
value creation or suppression of value loss.80

In preparing an integrated report, unlike a financial report, the release of accounting responsibility that assumes81
governance by investors only should not be sufficient. Companies must respond to stakeholder governance, and82
must be accountable in conjunction with the value creation process. To do so, it is an issue to consider only83
formal disclosure. It is necessary to respond to stakeholder governance through substantive disclosure that84
enables stakeholders to understand value creation and suppression of value loss. However, it may be difficult85
to demonstrate governance at the same level as visualization of the value creation process. Therefore, as many86
companies today disclose, a governance element is created and clarified through substantial disclosure.87

The company profile and external environment above, as well as governance are contents that have88
conventionally been disclosed in financial reports. This is not additional information disclosed through integrated89
reports. On that point, disclosure of this information in integrated reports is not particularly considered a90
problem. However, the internal and external business environments, which have so far been formally disclosed,91
must be substantively disclosed to stakeholders in relation to value creation.92

4 III. Content Elements Concerning93

Business Model94
Among the content elements within the IIRC framework, elements relating to business model include business95

model, risk and opportunity, strategy and resource allocation, performance and outlook (IIRC, 2013b, pp.25-32).96
We will consider these in turn.97

? Business Model ”Business model” is defined in the IIRC framework as ”an organization’s system of98
transforming inputs through its business activities into outputs and outcomes that aims to fullfil the organization’s99
strategic purposes and create value over the short, medium and long term (IIRC, 2003b, p.33)”. Here, input is the100
capital used in business activities, output is quantity of output and quality level of products, services, secondary101
products and waste. Moreover, outcome refers to the degree of capital created or impacted as a result of output102
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from business activities. The increase or decrease in six types of capital can be restated as outcomes. In this way103
the core of the value creation process to be visualized are content elements relating to the business model.104

According the IIRC’s Business Model Background Paper, the results of literature studies into business models105
show that some definitions are synonymous with strategy while other definition are distinct from strategy. 2 ?106
Risks and Opportunities The IIRC Framework states that ”an integrated report should answer the Here, business107
model differs from strategy, and we clarify concepts considering business models to be methods by which strategy108
is executed. For example, let us consider a convenience store or automobile manufacturer. In these industries,109
all companies have adopted very similar business models. What creates differences in profitability is strategy.110
When business models are considered in this way, business models and strategy can be considered as distinct111
concepts. The octopus model in the IIRC framework also sets business model as an item separate to strategy.112
We can understand business models to be a means of executing strategy.113

5 2114

This report can be downloaded below (2019/11/12). https://integratedreporting.org/wpcontent/uploads/2013/03/Business_Model.pdf115
this report examines the relationship between business models and content elements, from the point of view that116
business models are linked to strategies. According to the report, this is organizational capability relating to117
expanded profitability in 63%, input and activity in 56%, value creation or outcomes in 52%, strategy in 48%,118
output in 22% and value chain or other in 19%.119

6 Global Journal of Management and Business Research120

Volume XX Issue VIII Version I Year 2020 ( ) question: What are the specific risks and opportunities that affect121
the organization’s ability to create value over the short, medium and long term, and how is the organization122
dealing with them (IIRC, 2003b, p.27).”Of the factors that influence value creation capability through risks and123
opportunities, it is necessary to disclose information concerning those that are materiality.124

It is necessary to disclose the process for determining materiality and the main decision items (the narrowing-125
down process, key individuals who influenced the prioritization). In regard to the process of determining126
materiality, an IIRC draft (2013a, p.31) creates a matrix taking into consideration the materiality of impact127
on value creation capability and event (in BSC terms, strategic initiatives), and requires materiality be judged.128
Moreover, the IIRC Framework (IIRC, 2013b, p.29) also points out that the process for determining materiality129
should be specified. If the decision-making process can be clarified in this way, it will be possible to disclose130
that the company is rationally selecting events with consideration for risk likelihood. Specifically, targets must131
be disclosed in quantity information. In addition, factors such as risks and opportunities and the impact on the132
capital value chain must be disclosed as quantitative information as much as possible. Relationships with key133
stakeholders and their responses are to be disclosed as qualitative information. In addition, past, present and134
future prospects, as well as their relationship, should be disclosed as quantitatively as possible.135

In disclosing information, in accordance with the guiding principles of consistency and comparability, once136
adopted indicators must be disclosed continuously. Where this is for investors, it is desirable to disclose137
information that enables quantitative comparison between companies. Where this is for stakeholders, not only138
will it be necessary to disclose quantitative comparison between periods but also how differences in strategy due139
to qualitative information affects performance.140

It is necessary to disclose financial indicators together with other elements. For example, it is important to141
explain effects on financial indicators that exert important effects on the causal relationship between capital142
and performance, such as that shown by KPIs (key performance indicators), such as the ratio of greenhouse gas143
emissions, to sales and expected sales growth due to increased human capital, using a narrative. Put simply, it is144
not only necessary to disclose past and present company performance itself, but also to explain using a narrative145
the relationship with increases or decreases in capital that will affect future prospects.146

? Outlook The IIRC Framework states ”an integrated report should answer the question: What challenges147
and uncertainties is the organization likely to encounter in pursuing its strategy, and what are the potential148
implications for its business model and future performance? (IIRC, 2003b, p.28).”Integrated reporting focus149
on expected long-term changes, and must provide valid and credible analysis of the external environment the150
company faces in the short, medium and long-term, effects on the company and provisions against uncertainties.151
However, outlooks contain uncertainty, and it is important to create risk analysis and contingency plans to152
address these uncertainties. In regard to risks, it is also important to be able to visualize what kind of risks153
accumulate throughout the supply chain as a whole, e.g., carbon footprint. As above, two elements were examined154
as environmental factors internal and external to the company, and five elements were examined as content155
elements relating to business models. It is thought that many companies already disclose not only environmental156
factors but also risks and opportunities, results and future outlook in financial reports. However, there is space157
to consider whether substantive disclosure extends to fully address the relationship with value creation. With158
regard to the disclosure of content elements, we examined whether the contents of disclosure were sufficient, and159
what information ought to be added. These points are arranged thus:160

The first issue of disclosure content elements was clarified in the commentary on governance, performance and161
future outlook. That is, governance involves disclosing the skills of governance officers and their involvement162
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in decision-making, for performance, the disclosure of not only results but a narrative, and for future outlook,163
disclosure of preparations against uncertainties. Moreover, substantive disclosure relating to value creation is164
desirable.165

The second additional disclosure is disclosure of business models, strategy and resource allocation. It will be166
necessary to visualize strategy and resource allocation using BSC and to supplement SWOT analysis. In regard167
to risk, it is also important to disclose information with a scope covering the entire supply chain. We proposed168
using the event matrix shown in an IIRC draft (IIRC, 2013a) for the materiality of the business strategy, and the169
matrix presented in the Sustainability Reporting Standards (GSSB, 2016) for resource allocation to social issues.170

7 IV. Three Types of Visualization for the Value Creation171

Process172

As with Kawasaki Heavy Industries (Ito, 2016), some integrated reports are similar to sustainability reports.173
Of course, in order to engage in stakeholder engagement as value co-creation, it is necessary to disclose value174
creation and suppression of value loss as business strategy and solutions to social issues. With reference to175
Japanese integrated reports, disclosure of the value creation process can be classified into three types. First176
is the octopus model type. Second is the strategy map type. Third is the sustainability type. This section177
specifically examines these three types based on integrated reports considered to be relatively good.178

8 a) The Octopus model Type179

The octopus model type is compliant with the IIRC Framework. First, a company will conduct business activities180
making use of governance, subject to the company profile and external environment. Depending on the business181
activities, it is necessary to formulate strategy with consideration for risks and opportunities, to allocate resources,182
and convert past performance into a future outlook. To that end, initial capital is used as input in business183
activities, and while managing the output produced there from, outcomes are expected, and these outcomes184
result in the creation of capital value creation. The above is the value creation process according to the octopus185
model proposed in the IIRC Framework. Omron’s value creation process is a representative example of this186
octopus model type. Figure 1 shows Omron’s value creation process. In Omron’s value creation process, capital187
is input into the business creation process, the results of business activities are output, social value is created in188
each domain, and at the same time SDGs (sustainability development goals) and the mid-term business plan are189
achieved.190

9 Global Journal of Management and Business Research191

In Figure 1, based on the company philosophy, the business creation process explores social issues (population192
growth, resource constraints, technological innovation) and creates designs for the near future. On this basis,193
it is a business process that bridges the creation process, strengthens core technologies and designs business194
models with the commercialization process develops products and services and aims to create new businesses and195
profit. Creating social value through the output of products and services in each of the four domains (factory196
automation, healthcare, mobility, energy management), while at the same time aiming to achieve the mid-term197
business plan and contributes to the achievement of the SDGs.198

Omron’s mid-term business plan (VG2.0) began in 2017 as the final stage of its 10-year long-term vision (Value199
Generation 2020).This mid-term business plan covers four years, and is shown in Figure 2.200

From Figure 2, the following business strategies were set in order to address social issues and rapid technological201
innovation, (1) Re-establish focal domains and strengthen the business (2) Evolve business models and (3)202
Strengthen core technologies. In addition to co-creation with partners, the company is addressing important203
sustainability issues through human resource management and performing manufacturing and environmental204
risk management as functional strategies. The important sustainability issues are solving social issues through205
business, co-creation with partners and meeting stakeholder expectations; there are two parts, one part being206
value creation, the other suppression of value loss. As a result, together with aiming to achieve the mid-term207
business plan, it also contributes to achieving the SDGs in the super-long term.208

In order to solve social issues, the value creation process is visualized not as corporate strategy, but instead209
in more detail as business strategy (Omron Integrated Report, 2019, pp.21-24). By visualizing up to the level210
of business strategy, the relationship with the customer becomes clear. Moreover, it also clearly illustrates the211
objective of value creation through business, including co-creation with partners, and the suppression of value212
loss objective by responding to stakeholder expectations. Omron’s integrated reporting can be called an excellent213
value creation process because it successfully solved value creation and suppression of value loss.214

Omron’s value creation process has several issues, however. First, as an issue related to integrated thinking,215
since only business strategies are described, the relationship between corporate strategy and business strategies216
is unclear. Moreover, as an issue relating to the information connectivity, it is not known what kind of causal217
relationship exists between financial and non-financial information in regards to business strategy, and so there218
is an issue of a type 1 of information connectivity. Furthermore, products and services are outputs, but the219
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quantity of their output is not considered. For this reason, the relationship between business activities, outcomes220
and capital is also unclear, and so there is an issue of a type 2 of information connectivity.221

10 b) The Strategy Map Type222

With regards to the value creation process, information connectivity is a requirement of the IIRC framework’s223
guiding principles. However, as examined in Ito (2019), there is the issue that the information connectivity224
cannot be visualized within the Octopus model.225

By contrast, the strategy map of the Balanced Scorecard (BSC) proposed by Kaplan and Norton (2004) can226
visualize the causal relationship between strategic objectives. The visualization of strategy is the value creation227
process. In this value creation process a causal relationship is assumed wherein preparing strategic objectives from228
the learning and growth perspective can achieve strategic objectives from the internal process perspective, and229
thereby strategic objectives from the customer perspective and strategic objectives from a financial perspective230
can be achieved. 3 Eisai Co., Ltd. stands among cases of visualizing the value creation process using a strategy231
map. 4 Figure 3 shows Eisai’s value creation process using a strategy map.232

From Figure 3, Eisai’s value creation process first inputs six types of capital to execute the strategy. The233
strategy here is visualized as a causal relationship between the strategic objectives from four perspectives. Value234
creation is visualized on the left of the strategy map, and suppression of value loss on the right. Indicators235
must be set in order to be able to measure the achievement of strategic objectives. If indicators can be created,236
financial and non-financial information are combined in a strategy map. As a result of business activities, output,237
a leading indicator, is produced, together with outcomes, lagging indicators, which can measure the degree of238
achievement of strategic objectives. This outcome is the increase or decrease in the value of the six types of239
capital.240

11 Global241

Strategic objectives from the learning and growth perspective relate to organizational capital (internalization of242
human health care (hhc) philosophy) and human capital (promotion of talents innovation strategy). Based on this,243
for strategic objectives from the internal process perspective, strategic objects relating for business processes for244
value creation (global business development and partnership activities, product quality assurance/safety services245
and safety management) and strategic objectives suppression of value loss(strengthening corporate governance,246
strengthening compliance and risk management).247

As a result, value-creating output (products and services) can be created, together with efforts to suppression of248
value loss (provision free of charge, provision of medication assistance equipment). From this, strategic objectives249
from the customer perspective can contribute to increasing patient satisfaction, closing gaps in medical treatment250
and care and achieving the SDGs. Lastly, strategic objectives from a financial perspective can achieve sustainable251
maximization of shareholder value, ROE in addition to achieving shareholder return.252

Eisai’s materiality is unique (See Figure 4). This is not the matrix of impact on value creation and risk253
potential set out in the IIRC draft (IIRC, 2013a). Moreover, this is unlike the matrix of impact on value creation254
and impact on company and stakeholder valuation as in the Sustainability Reporting Standard (GSSB, 2016).255

12 Global Journal of Management and Business Research256

Volume XX Issue VIII Version I Year 2020( ) A257
As shown in Figure 4, Eisai’s matrix is the impact matrix on value creation and the level of interest among258

long-term investors for events to be strategically executed (in BSC terms, strategic initiatives). The vertical259
axis, which represents the importance of stakeholders, is similar to that of the Sustainability Reporting Standard260
(GSSB, 2016) except that it only targets specific stakeholders, namely long-term investors. Another difference is261
that rather than the materiality of social issues, this is the materiality of strategic initiatives. In other words, it262
can be understood that Eisai assigns priority according to the materiality of strategic initiatives, and sets events263
with higher priority as strategic objectives. In short, it can be understood that Eisai uses the strategy map to264
visualize its value creation process of value creation and suppression of value loss. In addition, visualization of265
strategy using a strategy map can also be understood. In regards to the relationship between company strategy266
and business strategy, which is the topic of integrated thinking, there is not distinction between the two, as267
the company operates a single business in pharmaceuticals. Furthermore, we examine information connectivity.268
Events with high materiality priority are set as strategic objectives, and the relationship between financial and269
non-financial information is visualized using a strategy map showing the causal relationship between strategic270
objectives. From this it can be understood that the first type of information connectivity is ensured. However,271
the relationship between business activities and capital cannot be achieved using such a strategy map alone; as272
it is, the second type of information connectivity remains an issue.273

13 c) Sustainability Type274

Although based on the octopus model, there is a value creation process that ultimately aims to increase Lawson.275
The two cases are illustrated here to examine the value creation process in which corporate value solves social276
issues.277
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14 I. THE RICOH GROUP

14 i. The Ricoh Group278

As shown in Figure 5, the Ricoh Group’s value creation process assumes capital, human resources, business279
activities and resources as inputs. Moreover, under the mission, vision and governance known as the Ricoh Way,280
as a result of executing business strategies using value drivers (technological strategies, customer engagement,281
human resource capability), outcomes are considered stakeholder value, linked to value creation and suppression282
of value loss. Stakeholder value here consists of value to customer, value to shareholder, value to employees and283
value to society.284

The IIRC Framework assumes six types of capital. Here however, the Ricoh Group considers only285
manufacturing capital and financial capital to be capital, and includes human resources (human capital) and286
resources (intellectual capital, natural capital) under other inputs. The IIRC Framework assumes that model,287
while the Ricoh Group is characterized by its treatment of business activities as inputs.288

Moreover, from Figure 5, one of the features is that in order to increase shareholder value, social issues are289
considered as external environment, and there are inputs for their solutions. Under the mission and governance,290
corporate strategy (Considered to be management strategy within Ricoh Group) is separated from business291
strategy. Since business models are not used, business models are considered to be synonymous with strategy.292
Furthermore, regarding stakeholder value as solutions to social issues is similar to sustainability reports. Means293
to solve social issues are considered to be business strategy, which visualizes this co-creation of value with294
stakeholders. It can be inferred that suppression of value loss is not linked to business strategy relating to the295
solution of social issues, but instead is linked to value drivers. In regard to solving social issues, separation into296
parts solved using value drivers linked to business strategy and parts solved using value drivers not linked to297
business strategy is one characteristic of the Ricoh Group. 5 is very similar to Omron’s octopus model type. The298
difference is whether the ultimate goal is considered to be shared value consisting of economic and social value299
or social value alone is considered at issue. Omron’s ultimate goal is to achieve its mid-term business plan and300
sustainability, aiming for economic and social value. On the other hand, while the ultimate goal of the Ricoh301
Group is stakeholder value, it aims to solve social problems as a materiality for stakeholders. This point is the302
basis for the sustainability type. For this reason, the relationship between social issues and value creation is as303
shown in Figure 6-6. Figure 6 recognizes social issues as materiality for the sustainable society (The Three Ps304
Balance at Ricoh Group) it aims for. The social issues here referred to as the 3Ps are a sustainable economy for305
the company (Prosperity), a sustainable society (People) and sustainable environment (Planet). This materiality306
is clarified using the icons of the Sustainable Development Goals (SDGs) that the United Nations set in 2015307
with the aim of achievement by 2030. Goals for 2030 were set for each social issue and indicators set to evaluate308
them. Its relation is that if all of these can be achieved, new value propositions can be made to stakeholders.309

For the social issues, five materialities are presented in relation to the 3Ps; productivity enhancement,310
knowledge creation, QOL enhancement, achieving a zero-carbon society and circular economy. No decision-311
making process was shown for selecting and prioritizing these social issues. It can be understood that the social312
issues relating to value creation are productivity improvement (superlative work) and knowledge creation (new313
product leadership). Their specific business strategies described separated for each business; office printing /314
office services, commercial printing, industrial printing, thermal (thermal paper, thermal wax transfer ribbon),315
industrial products, smart vision (images, video and data services) and new development.316

Improving quality of life, achieving a decarbonized society and achieving a recycling-based society are set as317
social issues involving suppression of value loss. These social issues are assumed to be goals for 2030 in the318
SDGs, and they are characterized by being very long-term. The evaluation index for social issues concerning319
suppression of value loss also has a qualitative part, such as reducing the environmental burden and reducing320
inventory waste, however strategic indicators such as promoting new business styles and responding to diverse321
needs are parts which cannot easily be measured. From this, in regard to how we ought to measure suppression322
of value loss, it can be said that it is difficult to specific indicators.323

From Figure 6 it can be seen that the Ricoh Group connects social issues to the SGDs. Aiming to achieve324
the SDGs as corporate value creation is an important objective that leads to solving social issues. However, it325
is questionable whether the purpose of the sustainability-type value creation process, which aims to solve social326
issues, is itself the company’s purpose. The Triple Bottom Line can be understood as considering not only social327
and environmental aspects, but also economic aspects. The Ricoh Group aims for a sustainable economy as one328
of its 3Ps, Prosperity. This point is understood, and business strategy sometimes relates to solving social issues,329
but this does not always matter.330

The Ricoh Group’s main products are copy machines for office printing. Aiming at achieving as recycling-331
based society, it has been developing environmentally-friendly products such as remanufacturing used copiers332
and developing ”stapleless bound inner finishers.” These are certainly business strategies that solve social issues.333
However, the Ricoh Group is aiming for a digital business as a growth strategy. For example, it manages334
documents using digital data in offices, records information from sensors at nursing and care homes, and shares335
or records information by automatically converting voice to text for the service industry. Ought the development336
of products and services, establishing an unprecedented platform, be considered a matter of advancing business337
strategy, rather than attempting to solve social issues? Particularly where it identifies latent needs, it may not338
be a social issue.339

In short, the Ricoh Group’s value creation process appears to be related to value drivers in a form that340
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combines value creation and suppression of value loss as it pertains to solving social issues. Moreover, in regard341
to integrated thinking, the mid-term business plan clarified the integration of corporate and business strategy by342
visualizing growth strategy. However, synergy creation, suppressing anergy and portfolio management could not343
be understood. Furthermore,344

15 Global Journal of Management and Business Research345

Volume XX Issue VIII Version I Year 2020 ( ) there is also a question of information connectivity. In the346
value creation process alone, the relationship between financial and non-financial information is not made clear,347
and there is an issue with the type 1 of information connectivity. Moreover, since business activities are not348
visualized, there is also an issue of the relationship between activities and capital, which is an issue with a type2349
of information connectivity.350

16 ii. Lawson’s Value Creation Process351

Lawson’s value creation process inputs six types of capital to solve social issues. Conducting business activities352
using capital based on a management strategy that aims to solve social issues will produce outputs and outcomes.353
The result is a value creation process that ultimately achieves the SDGs (see Figure 7).354

According to Figure 7, Lawson’s value creation process is based on compliance risk, corporate governance355
and environmental management, and through a strategy employing human resource development, innovation and356
FC (franchising) using five types of initial capital, conducts business activities based on a business model that357
responds to needs from the customer’s perspective in all aspects of life, high store productivity and small-scale358
manufacturing and retailing. As a result of its output, outstanding appeal, kindness to people and kindness to359
the planet (to the neighborhood) are achieved as outcomes, contributing to achieving the SGDs.360

Lawson’s value creation process differs from that of the octopus model in that value creation begins from361
solving social issues and ends at its contribution to achieving the SDGs. Although called an integrated report, it362
links the solution to social issues, SDGs, with business strategy and is a corporate report with a strong flavor of363
a sustainability reports. In other words, they recognize stakeholder issues and relate them to business strategies364
under a business model for their solution. Moreover, outcomes achieved through business strategy are not365
necessarily tied to capital. In other words, the relationship between capital and ultimately achieving the SDGs366
is unclear. Furthermore, Lawson’s business strategy describes several measures as ”building the foundations for367
sustainable growth.” Measures to construct these foundations are evident from the social issues in Figure 7. The368
social issues being addressed by Lawson include responding to the declining labor force population, the rapidly369
aging society, empowerment of women, rise in medical expenses, worsening food and plastic waste problems, and370
rising in average global temperatures. Figure 8 depicts a matrix of materiality for prioritizing social issues.371

The matrix in Figure 8 differs from the matrices in the IIRC draft (2013a) and the Sustainability Reporting372
Standards (GSSB, 2016). As shown in Figure 8, this matrix illustrates the impact of social issues on society and373
on Lawson. In other words, this can be interpreted as a plot of the impact of social issues on value creation and374
suppression of value loss. This approach to materiality is the same as that of Kawasaki Heavy Industries’ CSR375
activities, discussed in Ito (2016).376

Setting the social issues extracted by materiality (Figure 8) against the social issues being tackled by Lawson377
(Figure 7), there is a slight discrepancy between them. Many social issues are not being addressed, despite378
having high priority, including compliance, largescale disasters, distribution of safe and secure products, declining379
birthrate and issues of 24-hour operations. Moreover, social issues being tackled by Lawson which do not have380
high priority include empowerment of women and rising in medical expenses.381

This discrepancy is not particularly referenced in the integrated report, but a degree of speculation is possible.382
When creating its first integrated report in 2013, empowerment of women and rising in medical expenses were383
cited as community issues (Lawson Integrated Report, 2013, p.3). Considered from this point, it can be seen384
that Lawson’s materiality includes not only high-priority social issues, it also includes social issues that Lawson385
has been tackling from the outset.386

At Lawson, the purpose of the company is considered to be to solve social issues, and that the solutions to387
social issues all relate to business strategies. Lawson’s value creation process, in which solving social issues is the388
company’s sole objective, is questionable. The main purpose of companies is to create value through business389
strategies, the resolution of social issues being a secondary objective. As Lawson views solving social problems390
as business strategy, the two are not without common ground. But does Lawson not have business strategies391
that do not relate to social issues? For example, product development responding to customer needs is an issue392
that relates to business strategies that cannot solely be considered as social issues. In this kind of product393
development, Lawson has adopted the development of original products that assume scenes in daily life by time394
of day and target. This product development is a company strategy that assumes potential customers. Rather395
than solving all social issues that have become apparent, it seems better to recognize that there are business396
strategies and solutions to social ISSUES.397

In short, Lawson’s value creation process formulates business activities in order to solve social issues,398
contributing to achieving the SDGs through its business activities. Although its contribution to solving social399
issues can be understood, there is the issue that suppression of value loss is not made clear. In regards to the400
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20 I. REQUIREMENTS FOR VISUALIZING THE VALUE CREATION

question of integrated thinking, it has a single small-scale manufacture and retail business, and since corporate401
and business strategy cannot be distinguished, only business strategies are visualized. With regard to the question402
of information connectivity, the value creation process does not visualize the connectivity between financial and403
non-financial information, the type 1 of information connectivity. Moreover, in regard to the type 2 of information404
connectivity, business activities are not specifically shown, and the relationship between business activities and405
capital is not visualized.406

17 V. Value Creation Process Requirements for the use of407

Information408

There are two aspects to develop an integrated reporting, disclosure of information to stakeholders and409
management’s use of information. First we examine the usefulness of integrated reporting for information use.410
Next, we clarify the requirements for visualizing the value creation process as the objective of management’s use411
of information. Then, we re-evaluate the four examples of value creation process discussed in Section 3.412

18 a) The Utility of Integrated Reports to Information Use413

Eccless and Krzus (2010, p.148) point out in their book that integrated reporting have both internal and414
external benefits. As an external benefit, it can improve corporate disclosure and transparency by providing415
a single message to stakeholders. On the other hand, the internal benefit is that when formulating strategy,416
management can take serious efforts to respond to risks and opportunities to ensure a sustainable society. In417
other words, the developing of integrated reporting has the external advantage of eliminating information gaps418
through information disclosure and ensuring reliability, but also carried the internal benefit of aiding management419
through management’s use of information.420

It is important for management to use information for strategy formulation and execution, management421
decision-making and management control. Supposing this kind of information use, the developing of integrated422
reporting has four major effects on companies (Eccless and Krzus, 2010, pp.148-156). First, it can identify423
relationships with customers and suppliers, and can clarify commitments to these stakeholders. Second, clarifying424
these commitments enables management to make better decisions. Third, such communication can deepen425
relationships with stakeholders. Fourth, as a result reputational risk is reduced. It certainly asserts the426
significance of management accounting in integrated reporting.427

Stakeholders must engage in the dialog to cocreate value through engagement with management. To that end,428
stakeholders must, from integrated reporting, be able to correctly grasp the value creation process contributing429
to value creation and suppression of value loss. Moreover, this also enables managers to use the results of430
stakeholder engagement for strategy formulation, execution and management control. In this way, management431
can not only use internal information to formulate and execute strategy, but can also use external information432
from stakeholder engagement in management. In short, there are significant advantages to both stakeholders and433
management from integrated reporting and stakeholder engagement.434

19 b) Value Creation Requirements and Each Company’s Case435

As hinted in the examination of stakeholder engagement, in stakeholder engagement based on integrated reporting,436
the targets of information use are not only companies but also stakeholders. Here, however, we consider cases437
where management uses information obtained through stakeholder engagement to formulate and execute their438
own strategies. Management can use the information obtained through information disclosure relating to strategy439
and engagement in response to it. Information disclosure for stakeholder engagement involves visualization of440
the value creation process, especially considering the causal relationship between content elements. We therefore441
consider the requirements of the value creation process for the use of information.442

20 i. Requirements for Visualizing the Value Creation443

Process There are three requirements to visualize the value creation process, (1) Value creation and suppression444
of value loss, (2) Integrated thinking and (3) Information connectivity.445

Value creation and limiting loss of value means that, when visualizing the value creation process, it is necessary446
to visualize business strategy and solutions to social issues. In particular, visualization of value Integrated447
thinking means to visualize the relationships between corporate and division, and the short, medium and long-448
term balance. It is necessary to visualize synergy creation and the suppression of anergy from the relationship449
between corporate strategy and business strategy. It is also necessary to visualize short, medium and long-term450
portfolio management.451

Information connectivity is subdivided into two types required of integrated reports. As has already been452
stated several times, the type 1 of information connectivity is the connectivity between financial and non-financial453
information. The type 2 of information connectivity is the link between activity and capital. In visualizing the454
value creation process, it is necessary to clearly show these types of information connectivity.455
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In visualizing the value creation process, we believe satisfying the above three requirements is optimal for456
information disclosure and the use of information. Below therefore, we examine the integrated reporting of four457
companies based on these three requirements.458

21 ii. Conformity to requirements in the octopus model type459

We examine the Omron’s conformation to the value creation process conditions. As shown in Figure 1, Omron460
creates businesses in order to solve social issues. However, from Figure 2, parts that create value through461
business strategy and parts that limit loss of value by responding to stakeholder expectations are visualized side462
by side. It is understood from this that requirement 1 is being met. However, the relationship between corporate463
strategy and business strategy in requirement 2 is not made clear. Business strategy is visualized, but there is no464
description of synergy or suppression of anergy as corporate strategy, nor of portfolio management. Adherence465
to requirement 2 is therefore understood to be insufficient. Furthermore, connectivity between financial and466
non-financial information cannot be understood, and the type 1 of information connectivity is an unsolved issue.467
Moreover, the relationship between business activities and capital is also not made clear, and the type 2 of468
information connectivity remains unresolved. From this it was found that the requirement 3 was not being met.469

22 iii. Conformity to requirements in the strategy map type470

Next, we examine conformity to the requirements of the value creation process using Eisai’s strategy map.471
In regard to the requirement 1, value creation and limiting loss of value, from Figure 3, Eisai visualizes the472

value creation process on the left side of the strategy map and limiting loss of value on the right. By visualizing473
this kind of strategy, six types of capital are input into business activities, and the value creation process,474
in which capital increases or decreases according to the increase or decrease of outcomes resulting from those475
activities is visualized. From this, it can be understood that Eisai treats value creation and limiting loss of476
value in the same line when visualizing them. In regard to the requirement 2, the visualization of corporate477
and business strategy, Eisai is a single business company, a pharmaceuticals manufacturer, and so there is no478
corporate strategy. Compliance with the second requirement is not required. In regard to the third condition,479
information connectivity, because a strategy map is used, the type 1 of information connectivity can be satisfied.480
However, since business activities are not made clear, the type 2 of information connectivity remains an issue.481

23 iv. Conformity to requirements in the sustainability type482

We examine requirements compliance in regards to Ricoh Group’s value creation process. In regard to conformity483
with the requirement 1, let us look at Ricoh Group’s value creation and limiting loss of value. The value creation484
process is linked to value drivers in a way that combines value creation and limiting loss of value as a solution to485
social issues. Therefore, although value creation and limiting loss of value are illustrated, because they are not486
clearly distinguished, the requirement 1 cannot be said to be satisfied.487

In regard to conformity with the requirement 2, at Ricoh Group, the mid-term business plan describes the488
relationship between corporate and business strategy. However, since there is no description of synergy creation,489
anergy suppression and portfolio management as corporate strategy, adherence to the requirement 2 can be called490
insufficient. In regard to conformity with the requirement 3, the type 1 of information connectivity remains an491
in issue in that the relationship between financial and non-financial information is not made clear. Moreover,492
because business activities are not visualized, there remains the issue of the type 2 of information connectivity493
in that the relationship between activities and capital is not made clear.494

Lastly we examine the requirements conformity of Lawson’s value creation process. Figure 7 provides a495
reference in regards to the requirement 1 of value creation and limiting loss of value. Figure 7 visualizes the496
objectives of the mid-term business plan and sustainability objectives. Thus, business strategy and contribution to497
the solution of social issues can be understood, but value creation and limiting loss of value are not distinguished.498
Adherence to the requirement 1 is not perfect, but otherwise well done.499

We also consider the requirement 2, integrated thinking. This is a single small-scale manufacturing and retail500
business, and so corporate and business strategy501

24 Global Journal of Management and Business Research502

Volume XX Issue VIII Version I Year 2020 ( ) cannot be distinguished. Lawson therefore only visualizes business503
strategy. Lastly, we consider the requirement 3, information connectivity. In Lawson’s value creation process, the504
relationship between financial and non-financial information is not made clear, and so the type 1 of information505
connectivity is unresolved. Moreover, business activities are not specified, and so the type 2 of information506
connectivity, the relationship between business activities and capital, remains unresolved.507

25 Source: Created by the author508

Above, we examined conformity to requirements for information disclosure and utility to use of information for509
each type of value creation process. Figure ?? compiles and summarizes the four companies. In Figure ??, circles510
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27 CONCLUSION

indicate cases where requirements are met, crosses indicate cases where conditions are not met, and triangles511
indicate cases where requirements are not completely met.512

26 VI.513

27 Conclusion514

In this paper, we have compared and examined the value creation process based on integrated reports created515
by Japanese companies. In order to compare and examine not only from the standpoint of investors but also516
those of stakeholders and managers, we classified visualization of the value creation process into three types. In517
this comparison, we examined the conformity of three requirements (value creation and limiting loss of value,518
integrated thinking, information connectivity) considered to be useful for information disclosure and information519
use. Three findings were obtained as a result of this comparison.520

The first finding is that the value creation process should be visualized by simultaneously and clearly521
distinguishing between value creation and suppression of value loss. There were two cases where distinction522
was made between value creation and limiting loss of value. Omron and Eisai were cases where value creation523
and suppression of value loss were juxtaposed and clearly distinguished. From this, it was understood that Eisai524
and Omron satisfied requirement 1. On the other hand, Ricoh Group and Lawson were cases where their value525
creation processes were solutions to social issues, with social issues solved using business strategy. The idea that526
solving social issues is itself the purpose of the company, while fitting for a sustainability report is an issue for527
integrated reporting. However, Ricoh Group does not make suppression of value loss explicit. Lawson considers528
value creation and suppression of value loss, but the two are not distinguished.529

The second finding is that, as a result of a case study on the visualization of strategy in the value creation530
process, the requirement 2, of integrated thinking linking corporate strategy and business strategy, is relatively531
neglected. For example, Omron only discloses its business strategy in the value creation process, and its532
description of corporate strategy is unclear. In the Ricoh Group, although there is a description of corporate533
and business strategy, synergy creation, anergy suppression and portfolio management as corporate strategy are534
not made clear. Eisai and Lawson are companies that specialize in a specific business, and so visualization of535
business strategy alone is sufficient. In short, it was found that companies with multiple businesses have a vague536
perception of corporate strategy and that there quirement 2 is an issue.537

The third finding was that information connectivity is an unresolved issue. As with Eisai, if a strategy map538
is created, the type 1 of information connectivity, maintaining a causal relationship between financial and non-539
financial information, can be ensured. However, creation of a strategy map alone cannot resolve the type 2540
of information connectivity. In addition, from the value creation processes of three companies, Omron, Ricoh541
Group and Lawson, it was found that neither the type 1 of information connectivity nor the type 2 of information542
connectivity could be resolved. In short, no case was found satisfying the third requirement. From these results, it543
was understood that companies first must create a strategy map to visualize the type 1 of information connectivity544
and that proposals are required to resolve asyet unresolved the type 2 of information connectivity. 1 2 3 4545
5 6546

1Japan was selected due to the large number of Japanese companies producing integrated reports. In a
response in an interview with DHBS editor-in-chief Ryo ot subo, WICI Japan chairman Kon points out that
the number of companies worldwide preparing integrated reports in 2018 was about 1,600 and that more than
400 of these were Japanese companies.This article was published in ”DHBS Original Articles” on July 29, 2019.
https://www.dhbr.net/articles/-/6032?page=3 (2019/12/19)

2© 2020 Global Journals
3Massigham et al. (2019), discussed inIto (2019), is this type of study.4 Eisai’s value creation process

introduced in Ito and Nishihara (2017) is the 2017 version. Meanwhile, the value creation process cited in
this paper is the 2019 version. The 2017 strategy map is more useful for understanding the causal relationship
between strategic objectives. However, Eisai’s institutional investors criticized the strategic objectives for being
hard to picture. Therefore, since the 2018 edition of the integrated report, a strategy map has been created with
diagrams and photos attached to make the strategic objectives easier to picture.

4© 2020 Global Journals Source: Ricoh Group Integrated Report(2019, p.21)
5© 2020 Global Journals Source: Lawson Integrated Report(2019, p.16)
6© 2020 Global Journals creation and limiting loss of value must not be forgotten.
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