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INTRODUCTION

In the short-, medium- and long-term the main business’ goal should be the value
creation. Strategy and business management have to be directed towards the constant
improvement of the business value. However, measure and monitor the value creation in
a firm is very tough, especially in the long run.

Hence, the company value does not depend only by the item of the balance sheet
and by the present and past stream of operating or financial cash flows, which are
relatively easily to assess. Thus, the company value creation is correlated to future stream
of economic and financial cash flows.

Generally, these future cash flows are the return of past decision encompassed by
the management. Accordingly, the strategic decisions taken in the present should be
focused in the long run; therefore, the awareness and mindfulness of the impact of these
choices on future performances has to be the first consideration of whom are in charge of
strategic decisions.

Unfortunately, it often happens that the consciousness around the strategic impact
of present decision is not taken into consideration by the entrepreneur, which follows
personal aptitudes of himself rather than think about the effective responses on value
creation or disruption inside the company. An important example is the dividend policy
or the adoption of debt or equity financing which mirror the saving propension or risk
inclination of top executives.

Within the same reasoning investment, project choices, alliances and supply chain
decisions are taken without a proper judgment on the necessary financial resources
needed to obtain a desirable outcome. Thereafter, the business and working environment,
the employees training, the human and financial resources allocation in the different
areas and department shadow most of the times the entrepreneur’s personality rather
than the strategic decisions based on the actual company requirements.

The fluctuations and rapidly mutations of the economy situation in recent years
from the 2008 financial crisis to the market volatility experienced nowadays force
businesses to boost their operations towards a better understanding on the consequences
that strategic decisions could have on future results.

Moreover, as global markets grow increasingly efficient, competition no longer

takes place between individual businesses, but between entire value chains. A solution



should be collaboration through intelligent business networks which will provide the
competitive edge that enables all the participants in a value chain to prevail and grow.

The first chapter is going to be focused on an exploratory analysis of the “value
creation” notion as a whole, meaning that different strands of the literature regarding this
concept are going to be treated. Then the scope of this analysis is trying to answer to these
questions: what is value? How is it created? Who captures it? And most of all, how can we
measure it? In order to have a clear framework of the concept.

The second chapter carries on the content analysis through the NVivo software and
explains the various approaches, methodologies and mechanism that regards the process.
Since it is a procedure to support researcher with vast amount of information, it has
evolved over time, changing and adapting itself within the period of time improving the
content analysis performances and tailoring the results related to the type of research
conducted.

The third chapter tries instead to connect value creation and its implication with
company’s disclosure. The focus of this section is to demonstrate what every firms should
do and not what firms are actually doing. It is going to be demonstrated that stakeholders
play a crucial role in business value creation, which is not only related to customer
satisfaction, indeed there are different key drivers that help to achieve value creation and
value capture. Therefore, financial statement are useful documents for investors but are
obsolete, scarce and also inadequate for the stakeholders who seek to find information
related on how companies intend to create value not only for their customers, but for
every player (suppliers, competitors, employees, government, etc.) and environment
(economic, political, social, cultural, etc.) that surround the company. For this reason, the
integrated report looks at the future performances of the company rather than at the past
as for financial statement. The latter, in the author’s opinion, linked to stakeholders needs,
it is like driving a car but always looking to the rearview mirror without knowing where

we are going to.



CHAPTERI

VALUE CREATION: SYSTEMATIC
LITERATURE REVIEW

When talking about value creation inside a business, many entrepreneurs and
managers think immediately to sales growth, costs reduction, better net financial
position, shift indebtedness from short to long term. Nevertheless, not always the
maximization of these objectives translates itself in positive effect, some issues could arise
e.g. in order to reduce costs products’ quality could be affected in a negative way or
carrying debt over a long period might incur in a rollover risk? situation.

The success and the creation of value of an organisation depend on several factors
and variables such as the market, the suppliers, the geographical location, the sector, the
competitors, the product lifecycle stage, the business capitals? and if we are looking for

value from a shareholder or a stakeholder point of view.

1.1 - Research methods

To ensure the consistency and quality of this literature review the synthesis of the
current study was managed in a systematic manner in order to reduce distortion while
allowing flexibility and creativity (Tranfield et al., 2003).

The methodological approach has been designed based on insights from the

phases of a systematic review suggested by Tranfield et al. (2003) and from scientific

1 Rollover risk is the situation in which a business finds itself without the proper financial resources to repay
its debt position. Therefore, the company undertake a new debt in order to repay the old one, this
mechanism is the “rollover” situation. Often this procedure has some drawbacks such as higher interest
rates and the worsening of the creditworthiness making the company less attractive from investors, banks,
supplier and even customers.

2 The International IR Framework define 6 form of capital that a firm has to deal with: financial,
manufactured, intellectual, human, social and relationship, and natural capital.



journals published in peer-reviewed journals (e.g. Laursen & Per Svejvig, 2016; Heinonen
et al.,, 2013; Bowman & Ambrosini, 2000).

As the area has been covered in a broad range of research streams, it was necessary
to set severe range criteria for the inclusion of papers in the review. Simultaneously, the
final obtained outcome ensures that the selection process does not exclude relevant
research. Hence, appropriate databases were identified. Publications correlated to the
review were then examined for and selected. Finally, selected articles were analyzed in

line with the research purpose.

1.1.1- Search process: step 1 to 7

This process is summarized in seven steps (see table 1.1) which led to an initial
sample of 7,577 articles and a final collection of 60 articles.

The first step was the determination of a need for a review on the “value creation”
concept, being the latter a multi-disciplinary topic that has been examined under different
lens by several authors. Therefore, through a widespread search using Scopus, Google
Scholar and Web of Science there is no evidence of a previous systematic literature review
of the concept, empowering the need to make clarity.

The second step regards the adoption of Web of Science (SSCI)3 as search database.
The keyword used was “value creation” and it was run as a topic in SSCI. This search
identified 7,577 potentially relevant articles for the review. Then with the aim to make
the research more reliable, it has been decided to run the search string “value creation”
only on titles and abstract. To guarantee the quality of the articles in the review and to
maintain the review manageable, the search has been limited to peer-reviewed journal
articles and excluded non-peer reviewed options, including book reviews, conference
proceedings, editorial materials and notes. The last two mechanism reduced the articles
to 943.

The third step concerns the temporal boundaries of the search review. The study
contained articles from 2011 to 2020. The examination started from 2011 due to the

increasingly relevance of the topic in the literature since that year. Besides, we are going

3 Web of science’s science citation index (SSCI):
http://apps.webofknowledge.com/WOS_ClearGeneralSearch.do?action=clear&product=W0S&search_mo
de=GeneralSearch&SID=D5RBKaom3Rc1wNTjATA.



to see that, in the descriptive analysis, the number of articles on the value creation theme
have increased exponentially from 2011 till nowadays. At this point the articles were 738.

The fourth step defines further crucial criteria, developing a list of top
management, specialty and practitioner journals. To exploit this criterion, journal articles
founded in the database until this step have been compared with a list of the major
business and management accounting journal*. In order to be consistent within the
research only the journals until the 150t position have been considered. This resulted in
20 top business, management and accounting journals. The final list of journals included
in the review can be found in Table 1.2. The articles at this point amounted to 125.

The fifth step concerns the application of further criteria in order to be consistent
with the research. Since now, there were 125 articles contained in different categories:
business, management, engineering environmental, environmental sciences, ethics,
economics, psychology, computer science, environmental studies and so on. Therefore,
with the aim to be consistent within the research goal the examination was restricted with
the categories affiliated with the business field: Business, Management, Business Finance
and Economics®. The remaining potential articles were 104.

The sixth step concerns the reliability and quality of the remaining articles;
accordingly, titles and abstracts have been screened, in order to accept or reject them.
This procedure reduced the numbers of articles to 60.

The last step is carried out in the next section. It consists in analyzing, studying and
examining the articles fulfilling all the aforementioned criteria, in order to end up with a

systematic literature review of the “value creation” concept.

Table 1.1: The seven-step process

Step 1 - prove the need for a systematic review
Determine the relevance of the review | - widespread search using different academic website

Step 2 - Search using the Web of Science’s Science Citation

Database choice, search mode and | Index (SSCI)

- Exclude book reviews, proceedings, editorial
materials and notes

- Limit search to titles and abstracts of the papers

search strings

4https://www.scimagojr.com/journalrank.php?area=1400 in this website there are all of the management,
business and economic journal divided per rank.

5 Other important categories within the research, such as Corporate Social Responsibility (CSR), are not
considered by Web of Science as individual categories, but in the author’s opinion are integrated in the
business field that have been selected.



Step 3

Temporal boundaries’ definition

- include articles from 2011 to 2020

Step 4
Search area’s definition

- Identify relevant journals from previously published
literature reviews in the field of management and
prominent literature reviews

- Comparing business and management journal
rankings with the one obtained in the research

Develop article database

Step 5 - Limit the research only to the article related to the

Development of other criteria sequent categories: Business, Management, Business
Finance and economics

Step 6 - Screening of titles and abstract

- Accept or reject articles based on the screening

Step 7 - Conduct a descriptive analysis of the resulting articles
Descriptive and thematic analysis to recognize patterns and trends
- Abductively code entire article text according to
systems thinking concept using computer qualitative
analysis software Nvivo
Source: Author’s elaboration
Table 1.2: Targeted journals

Category Journals

Business, Management

and Accounting journals

Industrial Marketing Management, Organization Science,
International Journal of Physical Distribution Logistics
Management, International Journal of Production Economics,
International Journal of Production Research, International
Journal of Project Management, Academy of Management Review,
Journal of Business Ethics, Journal of Business Research, British
Journal of Management, Journal of Cleaner Production, Public
Management Review, Journal of Corporate Finance, Business
Society, Small Business Economics, Journal of Management
Information Systems, Strategic Management Journal, Journal of
Product Innovation Management, Journal of the Academy of
Marketing Science, Tourism Management.

Source: Author’s elaboration

1.2 - Descriptive analysis

From 1989 until 2004, articles published concerning value creation perspective in

the business, economics and management research areas were restricted, averaging less

than 3 articles per year®. Besides from 2004 to 2010 the number of articles related to this

topic has increased on average to 15 per year. Since 2011, the number of articles has

6 Source SSCI with search string “value creation” run on title and abstract, limited to articles.




grown exponentially meaning that the literature has focused itself more towards this
theme, indeed we can notice that the 60 articles chosen in this research analysis increase
in number throughout the period selected (see Figure 1.1). To be clear the research has
been carried out at beginning of the 2020 and for this reason the number of the articles
of the latter year are lower compared to the 2019.

Using the SSCI database and citation statistics, Table 1.3 present a list of the top 15
cited articles in the review. These top cited articles derive from different sources
including Journal of the Academy of Marketing Science, Industrial Marketing Management,
Strategic Management Journal, Journal of Management Information Systems, Academy of
Management Review, Journal of Business Research, British Journal of Management.

Strategic Management Journal represents 4 of the top 15 cited articles.

Table 1.3: Top cited articles

Total Average
Authors, year Journal
citationsé citations/year?
Journal of the Academy of
Gronroos and Voima, 2013 . ) 273 34,13
Marketing Science
Gronroos, 2011 Industrial Marketing Management 261 26,1
Tantalo and Priem, 2016 Strategic Management Journal 73 14,6
Journal of Management
Chen, Preston and Swink, 2015 . 71 11,83
Information Systems
Kroeger and Weber, 2014 Academy of Management Review 66 9,43
Sorense and Jensen, 2015 Tourism Management 63 10,5
0'Cass and Liem, 2011 British Journal of Management 63 6,3
0'Cass and Sok, 2013 Journal of Business Research 50 6,25
Garci and Aguilera, 2015 Strategic Management Journal 40 6,67
Ramaswamy and Ozcan, 2018 Journal of Business Research 39 13
Salomonson, Aberg and Allwood, Industrial Marketing Management 34 3.78
2012 ’
International Journal of Project
Artto, Ahola and Vartiainen, 2016 33 6,6
Management
Castaner and Kavadis, 2013 Strategic Management Journal 33 4,13
Ceccagnoli and Jiang, 2013 Strategic Management Journal 29 3,63
0'Cass and Sok, 2015 Tourism Management 24 4

7 Retrieved from SSCI, March 3, 2020.



Source: Author’s elaboration8

The Industrial Marketing Management and Journal of Business Research are
emphasized in our review as the primary publication channel for value creation research
theme (see Figure 1.2). From the Industrial Marketing Management 13 articles were
identified, from the Journal of Business Research 11 articles were recognized and another
10 from a fellow transdisciplinary journal, the Strategic Management Journal. This means
that the 57 percent (34 out of 60) of the selected articles after the screening process,
comes from 3 main sources. To see more in depth the different sources of the articles see
Figure 2.1.

The distribution represented in Figure 1.2 implies that while the concept of value
creation in the business field is well accepted it is yet to be a systematic item in
transdisciplinary journals which are still concentrated on ordinary management topics.
To enhance this issue the Journal of Corporate Finance, the British journal of management
and the International Journal of Physical Distribution Logistics Management, which are
ranked in the Scimago Journal and Coutry rank respectively as 834, 93rd and 94, appear
to have few articles published within the research study.

In terms of citation (see Figure 1.3) it is clear that there is a growing number of
citations of the selected articles throughout the fixed temporal boundaries, starting from
6 citation in 2011 to 372 in 2019. Regarding 2020, being the research and literature
review started in February, it is too soon to analyse the citations of the articles in the year
even if the sum of the current citations is 70 which is higher than the ones obtained in
2011 (6), 2012 (24), 2013 (46) and 2014 (66).

The articles chosen were casually equally divided in empirical (i.e. 50 percent) and
conceptual (i.e. 50 percent). The empirical articles handled a mixture of approaches,
sometimes adopting also more than one approach together. Particularly 27% percent of
the empirical articles adopted case study procedure and 17 percent were cross-case
comparison this two approaches were sometimes combined with other methods such as
action research, survey research and grounded theory. Other techniques, often combined
with each other, included in the empirical articles have been statistical analysis (i.e. 36,7

percent), factor analysis (i.e. 36,7 percent) and hypothesis testing (i.e. 16,7 percent).

8 Data obtained from SSCI, March 3, 2020.
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9 Data obtained from SSCI, March 3, 2020.
10 Data obtained from SSCI, March 4, 2020.
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1.3 - Research results

The research starts by defining value creation from a systematic perspective;
therefore, value creation theme has been analysed and recognised under different point
of view by several authors and a variety of literature strands.

Strategic management has increasingly paid more consideration to value creation
and appropriation (VCA) among the firm's stakeholders, including capital owners,
employees, customers and suppliers (Kern & Gospel, 2019). Furthermore, the strategic
management arena has currently broadened its horizons also to value creation and value
appropriation in the public and non-profit organization, shifting public management to
other dimension that shape value creating opportunities through public and private
interactions (Cabral et al, 2019). Indeed, digital transformation affects also public
procurement where it provides new chances for value creation in international markets.
Recognizing and examining the companies, particularly the Small Medium Enterprises
(SMEs), that can exploit these opportunities is thus a significant matter for policymaking,

executives and scientific research (Mufioz-Garcia & Jose Vila, 2019).

11 Data obtained from SSCI, March 4, 2020.



Accordingly, it is important to understand that industrial manufacturers are
innovating their business models by moving from selling products to selling outcome-
based services, where the supplier (manufacturer) promises to provide the products and
services’ performance results. This form of business model innovation entails a profound
yet little comprehended change in how value is created, delivered, and captured (Sjodin
etal,, 2019).

In many enterprises, the acquiring’s position is evolving from a reactive order
taker, into a proactive and internally integrated business partner. The outcome uncovers
that purchasing proactivity boosts value creation and supply risk reduction sourcing
results. Especially, proactivity mitigates the consequence of procurement’s involvement
on value creation (Van Poucke et al., 2019).

Humphery and Powell (2018) demonstrates that there is a relationship between
acquirer size, sovereign governance and value-creation in acquisitions. Previous
literature suggests that larger acquisitions create less shareholder value in advanced
markets, primarily resulting from agency'? and entrenchment!3 problems. However, in
fragile governance environments, size might have off-setting benefits, including increased

market power and political connections.

1.4 - Articles analysis

This section is focused primary in analysing in depth the articles selected in the
search process. In addition, the articles have been clustered per typology of theme, this
means that the 60 articles have been divided into groups that have similar approaches
and topics towards how business can create value under different perspectives (see Table
1.4). In this way, the research across the value creation notion is more reliable, fair and
consistent. Therefore, the selected articles in the research has been unified under some

macro-categories.

12 The agency problem is a conflict of interest inherent in any relationship where one party is expected to
act in another's best interests. In corporate finance and economy in general, the agency problem usually
refers to a conflict of interest between a company's management and the company's stockholders which
can differs in economic-, financial- and sustainable term; especially in the long run.

13 Managerial entrenchment occurs when managers gain so much power that they are able to use the firm
to further their own interests rather than the interests of shareholders



The following subparagraph examine and study how value creation is created,

captured, delivered, fostered and implemented throughout business model innovation,

supply chain management, stakeholder’s engagement, public procurement, project

organizations, relationship management, mergers and acquisitions which are the main

drivers of business value.

Table 1.4: Selected articles divided per topic

Macro-Topic

Authors (year)

Business model
architecture

Sjodin, D., Parida, V., Jovanovic, M., & Visnjic, I. (2020); Chesbrough,
H., Lett], C., & Ritter, T. (2018); Marchet, G., Melacini, M., Perotti, S.,
Sassi, C., & Tappia, E. (2017); Matthyssens, P., Bocconcelli, R., Pagano,
A., & Quintens, L. (2016); O'Cass, A., & Sok, P. (2015); Sgrensen, F., &
Jensen, ]. F. (2015); Castafier, X., & Kavadis, N. (2013); O'Cass, A, &
Ngo, L. V. (2011).

Stakeholders value

Laczko, P., Hullova, D., Needham, A., Rossiter, A. M., & Battisti, M.
(2019); Akaka, M. A., & Schau, H.]. (2019); Storbacka, K. (2019); Kern,
P., & Gospel, H. (2018); Santos, ]. N., Mota, ]., & Baptista, C. S. (2018);
Tantalo, C., & Priem, R. L. (2016); Garcia-Castro, R., & Aguilera, R. V.
(2015); Garriga, E. (2014).

Supply chain

Van Poucke, E., Matthyssens, P., Van Weele, A., & Van Bockhaven, W.
(2019); Brandl, K. (2017); Obloj, T., & Zemsky, P. (2015); Chen, D. Q.,
Preston, D. S., & Swink, M. (2015); Blanco, E. E., Paiva, E. L., Miguel, P.
L., Brito, L. A, Fernandes, A. R,, Tescari, F. V., & Martins, G. S. (2014);
Kim, D., Cavusgil, S. T., & Cavusgil, E. (2013); Ceccagnoli, M., & Jiang, L.
[. N. (2013); Sullivan, U. Y., Peterson, R. M., & Krishnan, V. (2012);
Gronroos, C. (2011).

Public procurement

Cabral, S., Mahoney, |. T., McGahan, A. M., & Potoski, M. (2019); Mufioz-
Garcia, C, & Vila, J. (2019); Leite, E., & Anna, B. (2018).

Project, alliances
and relationships
management

Pargar, F., Kujala, J., Aaltonen, K., & Ruutu, S. (2019); Green, S. D., &
Sergeeva, N. (2019); Lehtinen, ]., Peltokorpi, A., & Artto, K. (2019);
Willumsen, P., Oehmen, ]., Stingl, V., & Geraldi, J. (2019); Le Pennec, M.,
& Raufflet, E. (2018); Ramaswamy, V., & Ozcan, K. (2018); Dyer, J. H,,
Singh, H., & Hesterly, W. S. (2018); Matinheikki, ., Pesonen, T., Artto, K.,
& Peltokorpi, A. (2017); Artto, K., Ahola, T., & Vartiainen, V. (2016);
Murphy, M., Arenas, D., & Batista, ]. M. (2015); Winkelbach, A., & Walter,
A. (2015); Andersen, E. S. (2014); Hammervoll, T. (2012).

Mergers and
acquisitions

Basuil, D. A, & Datta, D. K. (2017); Alexandridis, G., Antypas, N., &
Travlos, N. (2017); Rahman, M., Lambkin, M., & Hussain, D. (2016);
Humphery-Jenner, M., & Powell, R. (2014); Clayton, M. ]., & Reisel, N.
(2013); Ambrosini, V., Bowman, C., & Schoenberg, R. (2011).

10



Lieberman, M. B., Balasubramanian, N., & Garcia-Castro, R. (2018);
Morgan, T., Anokhin, S., & Wincent, ]J. (2018); Kuehnl, C., First, A,
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Source: Author’s elaboration

Before start examining each article according to its topic, there is going to be a brief
introduction on the concept of value creation which means that the subparagraph 1.4.1
will treats those aspects related to the birth, the development and the definitions that has
been widely accepted and recognized by the academics. Even if there is still a lack of
clearness on value creation and, foremost, how this concept can provide wealth and well-
being long-lasting performances for enterprises, the research is going to try to clarify

these uncertainties.

1.4.1 — Value creation: origins and definitions

In 1984 there is the first appearance of the term “value creation” in the title of a
paper. The article, written by Ronal ]. Gilson, treats value creation from a business
lawyers’ perspective, analyzing the capital asset pricing theory!4, the insights on portfolio
analysis and diversification!> by Harry Markowitz and the risk averse behavior of
investors. In particular, he argues that business lawyers should have more control and
power in transactions; further, he disagrees about the validity of the capital asset pricing

model as primary source of asset evaluation.

14 In financial economics the Capital Asset Pricing Model (CAPM) is a model of financial market equilibrium,
proposed by William Sharpe in a historic contribution in 1964, and independently developed by Lintner
(1965) and Mossin (1966). In short, the CAPM establishes a relationship between the yield of a security and
its riskiness, measured by a single risk factor, called beta. Beta measures how much the value of the security
moves in response to the market. Mathematically, beta is proportional to the covariance between the
security's return and market performance; this relationship is commonly summarised through the security
market line.

15 The foundation of Markowitz's (1952) portfolio theory, for which he was awarded the Nobel Prize in
1990, is the investor's ability to diversify the equity portfolio in order to maximise non-systematic risk
diversification. Markowitz's starting point was to formulate and represent the portfolio area, which
represents the choices an investor has at his disposal when investing his financial resources.
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From that point on, “Value creation” concept has evolved and changed over time
in terms of subject treated, interest around the topic and academic pressure, to clarify the
new strand. In web of science database, the first article with value creation in its title was
written in 2002. Since that year, there was a growing number of articles year after year,
but from 2011 - as in the second chapter it is going to be demonstrated - the presence of
the topic in the economic literature has increased exponentially until nowadays.

Value creation is the crucial goal of any business system. Basically, the creation of
value for customers supports to sell goods and services, while from the shareholders-side
the creation of value, in the form of capital gainl®, ensures the forthcoming opportunities
of investment capital to refund operations. From the financial context, value is recognized
and created whenever the business earns revenue (or return on capital invested) that
outpaces expenses (or cost of capital). However, some scholars insist on a deeper
definition of value creation, which is detached from classical financial measures and
methodologies; indeed, stock prices and fluctuations are no longer determined only by
earnings or asset base. Value creation in today’s companies is progressively characterized
by intangible drivers like innovation, people, ideas and brand.

Furthermore, value creation is being accepted as a better management goal and
tools rather than strict and academic financial measures of performance, many of which
are short-term oriented, producing results through cost-cutting instead of focusing on
investments that enhance long-term competitive edges and success. Accordingly, many
authors and scholars endorse value creation as the first arrangement for all employees
and company decisions. “If you put value creation first in the right way, your managers
will know where and how to grow; they will deploy capital better than your competitors;
and they will develop more talent than your competition, this will give you an enormous
advantage in building your company's ability to achieve profitable and long-lasting
growth.” (Mahajan, G., 2016).

Therefore, the initial phase in accomplishing an organization focus on value
creation is the consciousness on the sources and drivers of value creation within the

sector, the industry, the marketplace and the company business strategy. Recognizing

16 Capital gain is the difference, only if it is positive, between the sale/redemption price of a financial
instrument (shares, warrants, convertible bonds, options, premium transactions, etc.) and its
purchase/subscription price. Hence, there is a capital gain when you sell the share at a price higher than
the purchase price. This measure constitutes only part of the total return on an investment as it does not
take into account the possible receipt of periodic income (dividends).
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what generates value will support managers to focus capital and talent on the main
profitable opportunities for growth.

Although the intangible elements that drive the creation of value diverge by
industry, some of the main cluster of intangible assets encompass technology, innovation,
intellectual property, alliances, management capabilities, relations and interactions with
the company’s stakeholders. Moreover, Robert S. Kaplan and David P. Norton (2004)
affirm that the connection between these intangible assets and value creation is corporate
strategy. Itis essential to indicate that investment conducted to enhance intangible assets,
such as research and development or employee training, contributes to indirect welfare,
rather than direct one. Thus, concentrating on value creation obliges companies to
embrace a long-term orientation and coordinate all of its resources toward future

objectives.

1.4.2 — Business model architecture

The term "Business Model" appears for the first time in an academic paper in 1957
with Bellman et Al. (1957) (Osterwalder et al. 2005). In 1960 it was first included in the
title and abstract of an academic paper called "Educators, electrons, and business models:
a problem in synthesis" (Jones, 1960). From 2000 onwards, the concept of Business
Model began to be less and less tied exclusively to technology, in favor of a more strategic
orientation (Wirtz et al. 2016). It is in this period that it goes from being seen almost
exclusively as a tool for the creation of an adequate information system, to an instrument
for the presentation of the entire company organisation, that can also be useful for
decision-making and business management purposes.

The literature on Business Models is still heterogeneous and fragmented, so there
is not a commonly accepted definition of the term. However, the definition of Teece
(2010) - "The essence of a Business Model is to define how the business provides value
to customers, induces customers to pay for the value and converts those payments into
profit” - is connected with the research focusing on how value can be generated.

According to Matthyssens et al. (2016) value can be generated through the
alignment in the business model of the marketing and purchases (M&P) processes. From
the marketing side, value not only resides in the purely monetary aspect but also in the
reputation, in the relationship quality and in the customer satisfaction and retention.

Companies begin to realize that the installation of a true value chain is based on
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cooperative relations between M&P among and within companies. M&P have many
elements in common and works as mirror pictures of each other. Further, academics
found that for both side (marketing and purchasing) the alignment would bring benefits,
opportunities and value innovation. At the empirical level, Matthyssens et al (2016)
demonstrated through a cross-case comparison that size seems to matter in M&P
alignment; indeed, large firms already have integrated complex structures and have far
more resources, which make it easier the needed alignment in terms of financing, design
and organizational variations. Another important driver in M&P alignment is the
introduction of an enterprise resource planning (ERP) system, which allows top
executives to better detail organizational process and information flow, creating value for
the companies.

A business model should also define how firms intend to provide value to
customers. Notwithstanding not enough academic consideration has been dedicated in
understanding how firms strategically produce and manage their value offering and the
corresponding consequences of generating and supplying superior value. Accordingly,
O’Cass and Ngo (2011) try to demonstrate that when businesses are better at generating
value and providing superior value offerings!’, they also reach greater customer
attraction, satisfaction and acquisition. With their hypothesis testing advanced through a
statistical analysis they suggested that: providing customers with superior performance
value, that represents customers’ latent preferences, can positively impact the add-on
selling!8; creating wealth for the firm and gaining competitive edges begins by providing
value to customers; customer acquisition does not considerably contribute to succeed
and instead customer retention, satisfaction and add-on selling are key contributors of
firms’ profitability (O'Cass & Ngo, 2011).

Value can also be created integrating the business model with third party logistics
(3PL) providers which basically ensure the competitive advantages through logistics
outsourcing relationship. The consecutive benefits include: focus on the core business;
opportunity to turn fixed costs into variable costs; avoid unnecessarily invested capital in

logistic-related facilities, equipment or assets; flexibility in the logistic strategic network;

170’Cass and Ngo (2011) refer superior value offerings to better quality, innovative features and reasonable
prices. All of the drivers that could achieve superior performance due to customer retention and loyalty.

18 Type of business model that aims to offer a basic product at a competitive price and charge it for the
“extras”. An example is Ryanair, which offers low-cost travel tickets but upon these, customers could also
add-on and pay for additional luggage, luggage assurance or choose the sit-place.
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international distribution expansion; entrust the logistics to competent personnel that
has develop competences, capabilities and expertise over time (Marchet et al., 2017).

Marchet et al. (2017) in their paper enhance that in order to obtain all of the
aforementioned benefits, business should first of all evaluate in which way 3PL providers
can offer value and improve the business’ logistics processes; meaning that they should
look for the proper 3PL provider that fits with their needs. For instance, businesses
wishing to increase the efficiency of their procedures should seek for 3PL providers who
base their proposal on the efficient management of high volumes.

Furthermore, the researches on tourism experience, proposed by Sgrensen and
Jensen (2015) and O'Cass and Sok (2015), are useful and could be adopted with some
adjustments by all industries. Sgrensen and Jensen (2015) explained that changing hotel’s
service encounters!® into experience encounters, gives the chance to increase experiential
value, which translates in better reputation, customer retention and acquisition but also
in an enhancement of the profitability. Additionally, it is a possibility to develop new
knowledge about the hotel’s guests that could allow to customize the experience in a
greater way. This strategy switches the focus from a service perspective to an experience
perspective allowing companies to become customer-centric, which increase their
competitiveness and permit to better tailor services on customer latent needs. Hence,
providing superior value to clients is a crucial mission for service firm in nowadays highly
competitive markets (Bowman & Ambrosini, 2000). Consequently, O'Cass and Sok (2015)
research revisited the Service Profit Chain?? suggesting that there are direct interactions
between the firm’s profitability, customer satisfaction and employees’ competences.
Their examination poses the basis of the exploration on how stakeholders in tourism
sector can be involved at different stages of the value creation process. In addition,
managers should take into account whether procedures are able to sustain the business
value proposition and whether the employees are capable to support the specified value
to customer. Indeed, if the value proposition cannot be sustained, the outcome is going to
be customer irritation, which translate itself in bad reputation, loss of customer support

and reduced retention.

19 In service sector the production and delivery of services are often based on encounters between frontline
employees and users.

20 It is the theory proposed by Heskett, Sasser and Schlesinger (1997) which consider the employees in
tourism service delivery as well as their degree on customer positioning within value creation context.
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Another focal debate, in the extant literature, is the point in time at which value is
created. Two distinctive moments of time are treated: the moment at which resources are
used and the time at which resources are exchanged. Accordingly, two value aspects
reside in the literature: value-in-use?! and value-in-exchange?? (Eggert et al., 2018).
According to Chesbrough (2018), both aspects are pertinent and consistent to open
innovation, which he defines as “a distributed innovation process based on purposively
managed knowledge flows across organizational boundaries, using pecuniary and
nonpecuniary mechanisms in line with the organization’s business model”. Hence,
Chesbrough (2018), with regard to the previous two perspective, constructed a two by
two matrix (see Figure 1.4) in which in the abscissae’s dimension he considered how
value is created (value-in use and value-in-exchange), while in the ordinates’ dimension,

he considered whether the value is created or captured.

Value-in-use Value-in-exchange
Value creation Value realization Value Provision
Value capture Value partake Value negotiation

Figure 1.4: Four value processes

Source: Chesbrough et al, 2018

Chesbrough (2018) tried to bound the value capture and creation to the value-in-
use and value-in-exchange perspective always under the “open innovation” lens. In the
following there is a brief examination of each quadrant:

[.  Value creation in the value-in-use perspective: the value’s beneficiary is the
player performing the process, the latter represents the value potential that

is encapsulated in the resources which through the process is achieved. In

21 This perspective considers ‘value’ as a result (new product or service) of a process that consumes
resources (human resources); the used resources represent from one side the expenses and from the other
the accomplished benefits. Value-in-use dimension supports that value is linked to a player using resources
in a process in order to move toward a valued objective.

22 This perspective considers ‘value’ as embedded in the (exchanged) resources. Indeed, customers define
value according to their viewpoints of the potential practicality of the exchanged resources for answering
their necessities. This approach is based on a purchasing cost, felt as a sacrifice, and an estimated outcome,
felt as a future benefit.
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other wordes, it is the original disposition of resources to realize a goal and
it is termed Value Realization quadrant.

Value creation in the value-in-exchange perspective: the value creation starts
from a future opportunity which is an estimation of a later potential benefit.
While there is a marketable purpose for the exchanged resources at a future
stage, currently the exchange only allows a potential for future value
realization. The value estimation at this point is difficult because the
exchanged resources may not yet have a specific use or business model.
Therefore, the quadrant is termed Value Provision.

Value capture in the value-in-use perspective: in this quadrant the resources
provider aims to capture value from the resource users using its resources,
thus, the provider is dependent on finding a procedure on partaking in the
users’ value realization. With partaking the scope is to appropriate a share
of the user’s value that he intends to carry out, which means trying to
monetize value realization of other actors. For this reason, the quadrant is
termed Value Partake.

Value capture in the value-in-exchange perspective: the last quadrant
regards the negotiating mechanism in order to gain access and/or
ownership over some resources in exchange of the disposition of value.
Based on the disposition of resources the aim is to safeguard a convenient
return in exchange, which has to be negotiated. Accordingly, the quadrant

is termed Value Negotiation.

In Chesbrough (2018) opinion the four quadrants may also be the source for

developing research on a business’s open innovation capacity, expressed as the project
that allow a business to advance value from open innovation. In conclusion, companies

need to administrate all of the four mechanism in order to boost their performances.

This trend is often supplemented with an “opening up” of the business model,

where the stages that a manufacturer and buyer engage - to guarantee they create and
capture value - need to be wisely reconsidered (Sjodin et al., 2020). Generally business
model is the design or planning of the value creation, delivery and capture procedure
(Teece, 2010) while business model innovation (BMI) represents “designed, novel, non-

trivial changes to the key elements of a firm’s business model and/or the architecture
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linking these elements” (Foss & Saebi, 2017). Hence, rather than observing value creation
and value capture as provider-centric or customer-centric mechanism, there is
considerable merit in taking a relational or a dyadic point of view. Therefore, the ground
concept is the change from selling products to selling outcome-based services; which
means that the manufacturer (provider) undertakes accountability for the performance
results of the products and services, such as engine functioning, and acknowledges
consequence for any drawbacks, such as engine breakdown. The shift represents a high-
gain opportunity as well as a high-risk BMI (Sjodin et al., 2020). The empirical paper of
Sjodin et al. (2020) insists that BMI, that have been successfully, are linked to the regular
alignment of value capture and creation across stages instead of, at first, reaching value
creation and then following value capture. They propose a framework for BMI for
outcome-based services which have shown that there is the need to consider both value
creation and value capture during the entire innovation process chain. Moreover, they
demonstrated the fundamental role that the over time alignment, between the two
perspective, covers in obtaining results; basically, the paper claims that BMI is not only
related to the design process, rather BMI is aligning value creation and value capture
continuously from initial conceptualization to ongoing commercialization.

However, value can also be destroyed through bad decisions, Castafier and Kavadis
(2013) investigated the fact that business model’s financial diversification?? might also,
in some cases, destroy value for shareholders. Their study analyse the largest (in annual
turnover) 100 French companies from 2000 to 2006, in order to understand if there were
agency problems due to the adoption of free cash flow?* (FCF) for financing
diversification. They demonstrated some correlation on governance alignment devices,
such as CEO compensation alignment or stock option, with corporate strategy (financial
diversification). In a nutshell, their work shown that opportunistic financial
diversification destroys value for the firm and the shareholders and that corporate
governance devices do not directly avoid this value destroying process. Because CEOs,
when FCF exists can act in an opportunistic manner - in order to increase their

compensation, enhance their social prestige or stabilizing corporate earnings; thus,

23 This strategy consists of diversifying the company's portfolio of activities to allow revenue smoothing
between the company's business lines. Revenue smoothing is supposed to reduce the firm'’s risk.

24 Free cash flows are companies cash flows which are free of any costs and represents the final stream of
financial resources of a business. Top management can decide whether return it back to shareholders
(share repurchases or dividends) or use it to finance new projects.
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avoiding unemployment risks - which could bring the company’s business into
destroying-value opportunities. Moreover, they indicated that control devices are far
more effective tools than interest alignment in preventing the use of FCF for financial

diversification.

1.4.3 - Stakeholders value

Strategic management is increasingly focused toward a stakeholder-centric
approach, which reconsider basic principles to identify multiple claimants on a firm's
outcomes (Asher, Mahoney, & Mahoney, 2005). In spite of thousands of articles on
stakeholder theory (Freeman, 1984) there has been very little research on value creation
under a stakeholder perspective. Garriga (2014) examined the stakeholder theory with a
focus on value creation and trade under a pragmatic approach, excluding therefore all the
other topics arising with the stakeholder theory, such as stakeholder identification,
legitimacy and evaluation of their claims. Regarding the value creation process, Garriga
(2014) disagrees the effectiveness of the stakeholder utility function2> (Harrison et al,
2010) and proposes the stakeholder capability concept with the aim to better identify
stakeholder well-being.

Regarding stakeholder theory, the capability approach is a framework for the
assessment and estimation of individual welfare, which seek to analyse stakeholders’
actual opportunities to take part in activities with the company that they select to engage
in the value creation process. This perspective aims to understand the relationship
between firm and stakeholder not only in terms of resource-based capability, such as
money or other economic sources, but also in terms of the actual opportunities that
stakeholders can achieve with these resources. His results, on the capability approach,
have acknowledged three main findings:

[.  stakeholders’ capabilities have shown new avenues on stakeholder welfare
such as autonomy or empathy;

II. The approach allow to understand how value is created for each type of

stakeholder and it is worth mentioning that, at a certain level, stakeholders

have some common goals and expectations which are important in

25 The function tries to understand stakeholder welfare and identify opportunities for the business in the
value creation mechanism. However, it presents some shortcoming pertaining the content and measures,
consequently rendering difficult to adequately represents stakeholder welfare.
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designing programmes, that could be shared between stakeholders, in
order to satisfy multiple stakeholders simultaneously;
Stakeholders value and appreciate the prospect that improves their role in

the business rather than in social or environmental objectives.

Following Garriga (2014), Tantalo and Priem (2016) developed the stakeholders

synergies approach in order to help top managers in enhancing firms’ value creation

strategies. Their perspective was mainly focused on answering question related on how

firms can create value and also on how firms can create simultaneously welfare for

multiple stakeholders. The positive consequences of well managing stakeholders

comprise stronger commitment to the firm, increase firm legitimacy, greater competitive

advantage and more trust in firm stakeholder relationship. Accordingly, each of these

encouraging paybacks would bring sustainable competitive advantage but also a positive

financial return. The literature (Tantalo & Priem, 2016) recognized three crucial

mechanisms to achieve stakeholder synergy:

L.

IL.

[1L.

Single stakeholder value creation: the easiest way is to create value for one
stakeholder group without adversely altering the value proposition
collected by any other stakeholder group;

Complementary utilities value creation: innovation proposed by managers
that affect positively multiple stakeholders, even if in different type of
value?®, without harming any other stakeholder group.

Follow-on efficiencies value creation: once one or more stakeholder group
increase their value from an innovative managerial decision, those groups
are more likely to show commitment and trust to the firm. The increase in
the motivational factor is probably to have follow-on positive outcomes in
the other firm'’s stakeholder groups behavior. Further, this mechanism is
likely to bring new stakeholder who wish to join, buy from or do business

with the firm.

26 Value creation can affect stakeholders in different way and measures, in pecuniary and non-pecuniary
terms, e.g. Zara's strategy satisfies its customers with a continuously evolving production and at the same
time helping local production with purchases and training/specialization.
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Another academic strand examines consumers’ consumption journeys as a source
of value creation (Akaka & Schau, 2019). Consumption journeys are fundamental
instruments for analysing the continuous value creation for customers over time. Akaka
and Schau see consumption journeys as constant engagement with practice (e.g. running,
home improvement, surfing etc.) or set of practice (wearing running brands, appearing in
running-related events etc.) through which a person can acquire an awareness of self,
learn, grow and change. Therefore, reflexivity is a crucial segment of how value is created
in consumption journeys because it reflects people’s identity, behavior and action. Then
it enables academics to conjecture how people recognize themselves within the world
(Thompson et al., 2018).

Previous exploration highlights that reflexivity can allow customers to enhance
significant relations with brands (Holt, 2002) and extension of the self through the
products they buy and use (Belk, 1988). Akaka and Schau (2019) focused on value
creation within consumption journeys, rather than on singular consumption
understanding. Their outcomes suggested that identity (mis)alignment?” affects reflexive
consequences and reflexive consequences affect identity development, in other words
recursive reflexivity. This mechanism leads to repetition, or constant engagement, which
offers chances for the value creation maintenance. Presently, managers effort on
segmenting customer markets established on demographic, psychological and behavioral
features seems to be obsolete. Firms should look beyond that and concentrate on mapping
out consumption journey’s several milestones and stages (e.g. practices) and mostly how
value is created in this ongoing engagement; consequently, extending the traditional firm-
centric customer experience journey.

There are various examples regarding the focus on consumption journeys, picking
the automotive brand Mini Cooper they linked product customization to car ownership,
where they provide visuals and brief narrative documenting the manufacture and
customization of the car similar to a baby book. They fostered customer reflexivity by
offering marketing collateral (stickers, key fobs, caps and brand clothing) to Mini owners
at specific ownership milestones (purchase anniversaries, loan repayment etc.), in order
to recognize their identities within the brand. Another example is Nike through which

their promotions and their apps (e.g. Nike Run) commemorates users’ milestones with

27 The alignment or misalignment between identity and dominant institutions as a person becomes aware
of him/herself within the world.
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badges alongside consumption journeys (e.g. number of runs, longest run, fastest miles,
mile markers etc.). These badges along with community members networks boost
consumption experiences and augment opportunities to create value.

An important distinction that has to be made is between the shareholder value
creation and the total value generated by a firm and its stakeholders. The total value
created by a company represents the vertical chain from willingness to pay to opportunity
cost (see Figure 1.5). The company purchases resources, such as labor or raw materials,
and transforms these into products or services sold to final customers. Accordingly,
customers gain more value when their willingness to pay is higher or when the product’s
price is lower; the same happens to suppliers who experience more value when their
opportunity cost is lower or when the purchasing cost is higher (Garcia-Castro & Aguilera,
2015).

>
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Figure 1.5: Multiple stakeholder value creation

Source: Garcia-Castro and Aguilera, 2015

Kern and Gospel (2018) broadened the discussion: their study focused on
including the structural constraints of each context in the value creation and
appropriation measurement. Adopting a question-driven mixed approach, meaning that
they combined qualitative and quantitative data, they examined the evolution of value
creation and appropriation in three telecom companies situated in distinctive
institutional systems. Notwithstanding a similar beginning, the three companies have
experienced a different evolution over time. Without deepening in the context,
background and different results explanations, what really matters are the patterns that

Kern and Gospel (2018) have found. Indeed, macro level (institutional constraints)
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pressures and micro level (strategic choice) decisions are intertwined, which means that
managers’ agency is constrained and allowed by the operational characteristic of the
institutional environment in which they operate, while leaving space for strategic choices.
Being able to integrate and assimilate the institutional factors (e.g. stock market pressure
or strong/weak employee voice) guarantees higher value creation and appropriation to
stakeholders; moreover, it will reduce the risk of misattributing result performances to
managers who may have experienced institutional constraints and, at the same time, it
will bring more added value in the firm and in the business’ network, for those able to
capture it (Kern & Gospel, 2018).

However, stakeholder discussion evolved towards an increasingly attention on
actor engagement rather than customer engagement (Storbacka et al., 2016). Storbacka
(2019) explored the actor engagement in an industrial environment. He defines actor
engagement as the process in which an actor, or a group of actors, engage both exchange-
based and non-exchange-based?® resource offers, which are enabled by dispositions,
shaped partially by actor specific attributes and partially by the organizational
arrangements predominant in the context in which the resource offers occur. Therefore,
Storbacka (2019) highlights that, from a managerial perspective, it is not the association
that increase the profits for an actor, it is the capability to activate actors in the market
system to participate in resource contributions. Hence, this participation, merged with
other resources, enhances resource density?® and value creation. The latter generates a
well-defined relation between actor engagement and augmented proceeds, moreover
business that allow this ability within their company might experience economies of actor
engagement3?. However, in order to achieve this milestone, the necessity to discover
actors and their several resources as assets is imperative. In this logic, it is not the
characteristics of resources to render them valued, but the links between them. Hence, he
is suggesting that, in a process of actor engagement, there is a need for the integration of

the singular value of each resource with other resources value.

28 Adopting the stakeholder theory (Hult, Mena, Ferrell, & Ferrell, 2011): prime stakeholders
(customers, suppliers, shareholders, employees) are entangled in both engagement categories, while
subordinate stakeholders (regulators, trade associations, media) are mainly related in “non-exchange-
based” engagement.

29 Storbacka (2019) defines resource density as the point at which resources are available for
incorporation in a detailed actor, time, context and space mixture.

30 The concept of ‘economies of actor engagement’ indicates that administration of actor engagement is a
crucial capacity that firms need to focus on.
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Concluding, to survive and prosper, enterprises need to be capable to seize the
value they create. The role of the main actor in developing a viable multi-stakeholder
platform3! resides in its ability to constantly manage synergism between the value it
enables and creates, and the value it appropriates (Laczko et al., 2019). More specifically,
Laczko et al. were interested in classifying the value-driving instruments that allow the
main actor to generate joint value, while at the same time growing its own value capture
prospects within the platform. Herewith the focus is on clarifying the extent to which
several stakeholders—employees, customers, capital owners, and government—were
capable to access the value created by the companies. To define these key drivers’
mechanism Lazcko et al. (2019) proposed the Platform Stickiness - Stakeholder

Profitability Framework (see figure 1.6)

STAKEHOLDER PROFITABILITY — - PLATFORM STICKINESS
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Figure 1.6: Platform Stickiness - Stakeholder Profitability Framework

Source: Lazcko et al., 2019

31 Laczko et al (2019) adopted the definition of “platform” from Perks, Kowalkowski, Witell, and Gustafsson
(2017, p. 107) in which they describe it as:“ the dynamic configurations of tangible and intangible resources
that act as a foundation upon which network members co-create value through a set of specific practices”.
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In the above figure, the main actor can drive stakeholders towards the “addicted
core”, within which the participation and the engagement touch their peak level. Platform
stickiness is bounded to the concept of value, which is continuously delivered from the
central actor to its stakeholders and, essentially, the stickier the platform is the more
stakeholders the actor is capable to attract in and hold. On the other side, stakeholder
profitability dimension is interested in the central actor’s capacity to capture the value
that it creates for different stakeholders (both monetary and non-monetary value).
Therefore, it is important to target both of the dimension in order to avoid misalignment
and to obtain better outcomes in the long-term. Indeed, the creation of too much value
(focus on stickiness), without the capacity to capture it, results in profit opportunity
losses for the stakeholders. On the contrary, focusing on profitability - where the actor
captures more value than it has generated - generates profits but reduces platform
stickiness as stakeholders will start leaving and fewer ones will side with the platform

(low attractiveness).

1.4.4 — Supply chain

Creating and providing value for customers has been studied in the literature for
many years. Assessing a firm’s capability to create value and examining whether that
value influences, or not, firm performance is primarily important. Businesses can
generate added value if they recognized the customers’ business, markets and needs.

In the business to business (B2B) context, Gronroos (2011) observed that in
ongoing business relationship a multitude of interactions between supplier and buyer
unfolds. The success of a supplier is not only linked to well-handled product delivery, but
it is related to a series of service-offerings that build the value for customers, such as
maintenance, support, quality and also production and delivery timetables. Value does
not depend upon the solely resource, but it represents the whole spectrum of supplier
and buyer interactions. Furthermore, Blanco et al. (2014) discussed deeply the buyer-
supplier relationship analyzing the structural arrangements that companies can adopt.
These arrangements follow the type of relationship developed, the interdependence and
the general level of trust between partners. They defined the value generated through this
process as relationship value, which is the outcome of jointly efforts and synergies that

quicken disagreement resolution and meanwhile promote mutual obligation.
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However, business relationships are not only based upon cost efficiency indeed
other factors participate to the game. Obloj and Zemsky (2015) defined that companies,
when choosing partners, weight the cost efficiencies advantages versus the hypothetical
costs of contracting. An essential driver of trade-offs is that agreements linked to prolific
relationship are habitually incomplete and subject to moral hazard3?, especially in
developing economies where expensive agency costs are a well-known risk. This behavior
could hide superior value creation. Therefore, buyer’s trade-off goes towards partners
integrity rather than cost efficiency (e.g. offshore partners) when the danger of potential
gaming is adequately great.

Nonetheless, the value creation process might also face some implications for the
service provider, while the buyer receives a specific service output that creates value
directly in return for compensation for the service provider, the seller (service provider)
might also gain indirectly value in the production process. This indirect value is not
created purposefully and do not represent the common service trade between clients and
providers; it is an additional value that is beneficial to whom participate in the production
process (Brandl, 2017).

MacMillan and McGrath (1997) observed that to be different, a supplier should not
focus on its core product only but bear in mind also customers’ processes and post sales
needs. Further suppliers must ask itself, in example: how are products ordered,
purchased and delivered? What happens next? How are delivered? How are installed?
How are products stored? What are customers really using products for? How are
repaired? What happens when these products are disposed?

Following these questions, Gronroos (2011) proposed to adopt a service logic on
business relationships which would engage a greater accountability for customer day-to-
day practices and progressively assist customer’s business. Accordingly, this new support
procedure will enable the customer to create more value added from the core product.
Hence suppliers, moving away from being the sole resource provider, can be depicted as
manufacturers with an extended service offering.

Later Sullivan et al. (2012) conceptualized value creation as a firm competence.

Moreover, customers perceive the value of supplier’s expertise, helpfulness, solution

32 It is the concept that identify post-contractual opportunism, i.e. the tendency to pursue one's own
interests at the expense of the other contract partner, trusting in the impossibility, for the latter, to verify
the presence of negligence.
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availability and understanding of customer business. Therefore, the scope of their study
was focused on discovering and exploring the correlations between value creation
capabilities and firm sales performance. Nowadays the value proposition covers a
fundamental role, indeed industrial buyers are always more sophisticated and often
develop own models to measure benefit versus costs among several sellers. Accordingly,
building a compelling value proposition is also an efficient tactic to lay the foundations
for constructive relationship. Hence, a well-handled relation forges opinion and gradually
switches the buyers’ consideration of the seller from a simple vendor, who delivers
commodity, to a trustworthy advice-giver, who is consulted in strategic business
decisions. From another point of view, the competencies to create value, which have a
reliable value proposition, can be a likely substitute of expensive control systems, helping
moderate transaction costs. Then Sullivan et al. (2012) asserted that building a strong
relationship - in which the seller is capable to rapidly understand customer needs, even
if those could change often over time - and providing the key value the buyer craves are
the greater techniques for maintaining a sustainable loyal customer. However, the main
challenge of the production process is represented by the characteristics that these
competencies have, indeed these are recognized as intangible, heterogenous, inseparable
from their origin source and also perishable (Brandl, 2017).

The hidden potential of these competencies lies on the entire supply chain and the
collaborative efforts among supply chain partners. Customer attraction and retention are
no longer related to low prices, instead building a brand equity33 is the new field in which
companies are competing against each other. A strong brand equity requires a reliable
supply chain management which is pursuit through solid and trust-worthy relationships
among the supply chain partners. Therefore, if brand equity is the new competitive edge
and it comes from a fully collaboration throughout the entire supply chain, the latter
represents the key to succeed. An example is the responsiveness that Nokia and Ericsson
had in 2000, when a key supplier (Philips) caught fire. Nokia rapidly changed the design

of its pieces asking to back-up suppliers to produce the new materials. As a result, the

33 Brand equity expresses the strength of a brand in the market. It can be defined either from a financial
point of view, and in this case the emphasis is on the value of the brand as an asset (such as patents and
brands); or from a more marketing oriented point of view, and in this case it can be defined as the image
assets that a brand has managed to build over time, resulting from the aggregation of consumer attitudes
and behaviors, distribution channels and the various influencers of the purchasing process that strengthen
future profits and long-term cash flow.
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production was almost uninterrupted. Ericsson, instead, was incapable to find new
suppliers in a short time and, for this reason, the firm suffered from a substantial
downside in its production and new product launches.

The aforementioned example brings the attention on the entire supply chain,
which could be a key driver to success not only in terms of customer needs but also in
product efficiencies and effectiveness. Kim et al. (2013) examined the strategic
importance (see Table 1.5) of supply chain in developing superior value to customers.
Kim et al. recognized information technology (IT) alignment and strategic collaborations
as principal paths towards greater supply chain integration and management.

IT alignment consists in the effort made by the supply chain players to sustain the
communication technologies compatibility among them in order to upgrade the supply
chain activities. Although IT alignment means coordination and collaboration, it also
follows a certain degree of willingness to sacrifice each player short-term interests.
However strategic collaboration will take into account long-term interests and well-being
of each actor. Accordingly, jointly developing the strategic plan will set common goals to
achieve (e.g. performance level, market development, product quality, resource
management effectiveness etc.) and will increase the involvement of each actor of the

supply chain.

Table 1.5: Supply chain’s strategic importance

Benefits Requirements

- Reductions in communication barriers due | - High level of IT;
to technological discrepancies, thereby | - Software equality with low
augmenting inter-businesses interactions; technological disparity;

- Rapidly and successfully supply chain | - IT technical staff support.
responses to market and environment
condition changes;

- Minimizing delays in communications;

- Transparency increase.

IT alignment

- Cost reductions from stocking raw | - Sharing strategic

materials to tracking inventories due to | information;
_ demand forecasting jointly predicted; - Allowing supply chain actors
Strategic - Greater responsiveness to real time market | to access to current market
collaboration | demands, whether it drops or rises; information, prices,
- Competitive edge and receptivity to | inventory etc. among the

competitors’ strategies. supply chain;

- Common strategic goals.

Source: Author’s elaboration
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IT alignment and strategic collaborations are two approaches to implement supply
chain activities, which are worthless if the focal firm does not acknowledge the strategic
importance that these assumes for the entire supply chain. Strategic importance
additionally suggests that the sacrifices, arising from the higher interfirm dependence, are
overcame by the development of a common platform which foster resource commitment,
know-how sharing opportunities and steady reactions to threats posed by customers and
competitors.

Supply chain capabilities improvement and the birth of networked businesses
have enhanced volumes and information data, generally known as big data3* The
adoption of big data insights allows firms to effectively gather and translate data into
information and intelligence useful in several levels of the organizations (Chen et al,
2015). Thereby the administration and adoption of big data analytics (BDA) is the best
process to obtain, uncover and expose valuable information (e.g. correlations and
patterns) through advanced technologies instruments. The aim is to support management
decision across business procedures among departments, divisions or companies (Waller
& Fawcett, 2013). Additionally, the increasing amount of data and also the higher
complexities of these makes it harder to capture and manage them using hand data
management. Therefore, a new business intelligence, that collects data sets, has to be
construct but, at the same time, strategic management have to be ready to integrate, build
and reconfigure processes thanks to BDA supports and also to rapidly respond to high
mutable environments (Teece et al,, 1997; Gillon et al., 2014). Chen et al. (2015) findings
strengthen the adoption of BDA for value creation purposes in the supply chain
management. Their research demonstrated that BDA affects positively asset productivity
and business growth. Thus, data analysis and processing as a dynamic competence brings
higher competitive edges to firms (Schoenherr & Swink, 2012).

Van Poucke et al. (2019) shed the light through a hypothesis testing analysis, of
purchasing proactivity. The latter is another factor which lead businesses to value
creation and also to supply risk reduction. Moreover, the purchasing department
engagement and upgrading includes quality improvement, higher commercial

attractiveness, coordination enhancement, scouting potential supplier, supplier’s

34 Gillon et al. (2014) described big data as a high volume, high velocity and high variety of information assets
that provide cost-effective, innovative process and decision making.
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performances enhancement and also better understanding of the markets. However, to
pursue this objective companies require a vast amount of knowledge about supply
markets and also capabilities to seek for the right supplier. Purchasing professionals
could help to transform organizations from reactive order taker to proactive business
partner who proactively finds and meets supplier requirements; thereby enhancing
suppliers’ commitment, responsibility and inputs (Carr & Pearson, 2002). Additionally,
purchasing responsibility and proactivity (e.g. early involvement) can further develop
risk management in respect of supply surveillance, accessibility and on schedule
dispatches. Then from a pure marketing angle, investigating and anticipating market
trends will satisfy in advance customer needs; consequently, purchasing proactivity hints
an attitude of purchasers through which they take advantage of their market knowledge
to amplify value and regarding suppliers finding worthwhile resources which has to be

handled (Van Poucke et al., 2019).

1.4.5 — Public procurement

Around the world and at all levels of government, public organizations deal with
extraordinary tension to run resources strategically in order to create public value by
enhancing results, proposing new services, and managing costs (Bryson, 2018; Rainey,
2009). Performance ambitions are increasing, with governments often expected to work
jointly with private and nonprofit associations to accomplish public purposes, which can
embrace everything from building infrastructure to support marginalized citizens, to
enlighten an area's commercial competitiveness (Cabral et al, 2019).

Leite and Bengston (2018) developed theoretical instruments to address the
public-private relationship. Indeed, literature does not consider the interdependence that
exists between this cooperation, which allows participating actors to influence value
creation and capture. While collaboration is related to high level of trust and commitment,
cooperation is often referred to the sharing of know-how and experiences with the aim of
achieving a common goal. Hence, private and public organizations cooperate to provide a
new product or service whenever it is too difficult, in terms of scope and scale, to be
organized by a single actor. Therefore, this relationship involves heterogeneous actors
who cooperate to jointly create value added. Additionally, the interactions between public
and private parties could enhance singular competencies. While private organizations are

focused on innovation and quality and, consequently, have detailed supplier knowledge,
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public organizations follow public purposes and accordingly they have more knowledge
about citizens’ needs. Thereby firms might help, i.e. governments, to accomplish objective
and/or supply public infrastructure and services more efficiently. Usually the key drivers
in an optimal public-private cooperation are the resource complementarity between
involved actors, positive externalities, cohesiveness of intentions and, also cost
reductions. Clearly, private goals differ from public goals, privates value desires are
related to profit maximization while public purposes are targeted on providing social
welfare. As regard to resource complementarity, public-private cooperation means
accessing and combining resources (e.g. knowledge, expertise, technological know-how
and capabilities) in order to produce a combined outcome greater than the sum of their
separate outcomes. The crucial point is connected to the synergies that this cooperation
creates in providing new value. Likewise, the relationship allows private actors to gain
competitive edges on competitors, being, for the latter, complex to reproduce and copy
(Leite & Bengston, 2018).

Cabral et al. (2018) published an article in which they suggested that public value
arises internally as stakeholders discover, discuss and respond to opportunities for
aligning private interests to common public goals. Moreover, the process to capture value
comes through complex interdependencies between excludability??, rivalrousness3¢ and
the design of governance arrangements. In this way, stabilizing the existing stakeholders
who are co-producing or benefitting from the private-public interactions is a crucial
vehicle for an advanced understanding of public value creation and appropriation
spheres. Especially in this era - in which stakeholders have always louder voices and
communication channels to express their perceptions, necessities and to question firms’
adequacy - it is important to enhance stakeholder management attitudes also from a
public value perspective.

Public-private cooperation occurs through public procurement, which accounts

for more than 12%37 of OECD countries gross domestic product (GDP). Public

35 Excludability is a characteristic of public goods or services. It represents the possibility of excluding third
parties from the consumption of a given good. It is a pure public good, e.g. the national defense.

36 Rivalrousness is a characteristic of public goods or services. It indicates the circumstance in which the
use of a good or service by a person could or could not affect the ability of a third party to fully enjoy it.

37 Data source available for consultation at: https://www.oecd-ilibrary.org/docserver/gov_glance-2017-
59-
en.pdf?expires=1589972338&id=id&accname=guest&checksum=C8317ED3853971264411CD8FBC94D8
2C
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procurement helps governments to deliver their mandates to provide public services to
citizens. Thanks to digital transformation, public procurement creates new opportunities
for value creation in international markets. Therefore Mufioz-Garcia and Vila (2019)
analysed the companies (i.e. Spanish SMEs) that can exploit these opportunities because
it is a fundamental issue for policy making, management and research. The ultimate goal
of their research was to find a relationship between firm size, involvement and success in
cross-border public procurement. Although, public procurement around the world is
centered towards preferences that favor cooperation with national domestic suppliers,
recently this “home bias” has weakened over time. Therefore cross-border public
procurement has gained importance and Mufioz-Garcia and Vila (2019) have recognized
three paths in which public procurement works:
[.  Direct cross border procurement: when a foreign company submits a tender
and wins a contract in a country that does not represent its domestic one;
II. ~ Commercial presence procurement: when a domestic subsidiary of a foreign
company wins a local public contract;
IIl.  Indirect international procurement: when a foreign company takes part
indirectly without being necessarily part of the winning tender, it means
that the foreign company supply goods or services to the company that won

the bid.

The research suggested that the cross-border size bias might be real and is due to the low
capacity of SMEs to be able to operate in both domestic and foreign markets. However,
this bias is almost canceled whenever SMEs focused solely on cross-border markets. This
is a key value driver for policy making in order to reach other potential wealth creators

(Mufioz-Garcia & Vila, 2019).

1.4.6 — Project, alliances and relationship management

Alliances, partnership and project management can represent an optimal driver
for value creation. In recent years, there has been a significant debate about how to hudge
whether a project is successful or not (Chang et al. 2013, Laursen & Svejvig 2016, Lepak
et al. 2007). This emphasis on value arises in portion from the longstanding debate in
assessing project success. The discussion has caused a significant paradigm shift from the

concept of product creation to value creation (Green & Sergeeva, 2019). Then, joint
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research and development partnership are an important possibility to gain access to
technological knowledge that consequently foster innovation success. Value creation and
competitive edges depend on firms' ability to apply new external knowledge to
commercial ends (Winkelbach & Walter, 2015). Accordingly, Dyer et al. (2018) proposed
a framework in which they analysed four main mechanism that could enhance value
creation in alliances: complementary resources and capabilities, relation-specific assets,
knowledge-sharing routines, and effective governance. Moreover, the evolution of
cooperation and competitiveness over time is another element that can affect the creation
of economic value during alliances period.

Evaluating resource complementarity38 is assessing whether the partnership’s
resources/assets are tangible (e.g. property, plant, equipment) or intangible (e.g. know-
how, patents) or both. The greater is the resource interdependence in the
complementarity resources context, the higher the value creation potential is. High
resource interdependence means that the alliance has complex contract and also the
mixture of resources is difficult to frame. Therefore, important investments in relation-
specific assets and knowledge sharing routines has to be made. When resource
interdependence is low, economic rents can be created quickly but also the relationship
value creation tend to dissipate rapidly. However, in the latter situation, poorer
coordination mechanism and lower investment has to take place, being the alliance
relatively easy to implement (Dyer et al., 2018).

Beyond mechanism that boost economic rents, there are also factors that could
impact negatively value creation both at internal and at external level. Internally resource
convergence, meaning that resources become redundant, represents a possible vehicle to
lower value creation. This situation mostly happens whenever complementarity
resources, such as know-how, can be easily replicated, replaced or absorbed. Under this
condition, partnership loses value over time. Another internal factor, that leads to
diminished value, is informal governance changes. Informal governance possibly
diminishes contracting, renegotiating, adapting and monitoring costs. Relationship are a
combination of formal (contracts) and informal (trust) mechanisms both has to be
implemented and pursued. Hence, excessive trust (e.g. blind faith, complacency that

prevent from benchmarking to external standards), that substitutes formal safeguards,

38 Resources are complementary when the marginal return of one resource is higher in the presence
of another (Hess & Rothaermel, 2011).
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due to strong interaction is often related to high resource interdependence because it
assumes jointly effort and investment in order to make the alliance profitable (Dyer et al,,
2018). This kind of relationship cloudy alliance’s adaptability to changing conditions
which can product inelasticity over time (Thorgren & Wincent, 2011).

On the external side, two situations can lead to diminish value creation. First, if a
company gains competitive advantage thanks to an alliance, competitors are strongly
interested to form comparable partnership (Gimeno, 2004). Thus, partnership has to be
constructed and protected from competitors in order to reduce at maximum the
possibility to be replicable. Consequently, alliances characterized by high resource
interdependence are far more difficult to be imitated due to the distinguished complexity
and ambiguity. Second, regular technology, demand or regulatory shocks in the
environment can negatively affect economic rents generated through partnership. These
events are amplified in high resource interdependence because in that situation it is
complex to adapt and respond to changes in environment. Thus, it can render the alliance
obsolete in the market (Dyer et al., 2018).

Hammervoll (2012) analysed business relationship from an exchanged
perspective, he tried to fill the gap on how value creation in exchange relationships should
be accomplished. Value creation is the mechanism through which partners’ capabilities
are enhanced. The study was centered around collaborative learning as a source of value
creation from the supplier perspective, three interaction’s mechanism has been
identified:

[.  Unilateral supplier learning: value creation resides in the buyer actual
ability to transfer valuable information and the supplier capability to collect
and process this information to increase the operations;

II.  Unilateral supplier development: any activity that a buyer engages in order
to enhance supplier’s performance to reach short-, medium- and long-term
supply needs. It includes training opportunities, incentives and monitoring
which leads to improvement in supplier’s costs, quality, technology
innovation and product design.

IIl.  Bilateral learning: the last mechanism is centered on reciprocal learning

through sharing of strategic information.
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The empirical analysis conducted by Hammervoll (2012) demonstrated that
relational management3® is fundamental for getting valuable buyer contributions across
all the three interactions mechanism. It improves the supply, coaching and sharing of
strategic information than any other inter-organizational management types such as
hierarchical management (which requires administrative agreements on decision-
making authority) or market management (which necessitates of competitive and legal
constraints).

Morris (2013) brings the attention on project management for value creation.
Accordingly, linking different competences and organizations’ resources across distinct
sectors is considered essential for the solution of complex, large-scale societal issues that
necessitates resolutions that are beyond singular organizations’ capability. Indeed,
project collaborations between non-profits, business and governments have proliferated
over the last 30 years (Murphy et al,, 2015).

Later Artto et al. (2016) use a system lifecycle perspective which implies that a
project generates results which have the possibility to run operations efficiently and
value-adding activities even after the project has been completed. System lifecycle has
two major phases: the project phase (i.e. the front-end: initial part) and the operational
phase (i.e. the back end: conclusion part). The link between the two phases includes the
task of instituting an operational networked organization for the operation phase that will
increase value during operations. Obviously in order to enhance value creation, the
aforementioned networked organization has to be established during the project phase
in order to be consistent within the desirable project outcomes. Hence, this network
bonds the project phase to the operations phase by exploiting mutual adjustment and
interaction between various organizations, which in exchange supports to eschew
hypothetical gaps in value creation when tasks and roles are relocated between the two
phases.

Subsequently, Matinheikki and Artto (2017) highlights the significant value of a
system level goal. The latter is the explicit outcome of the framing process (resources
complementarity analysis) and proposes a path for emerging businesses networks and
new value creation. The new system explicates what actors should do in order to ensure

definition, activation, mobilization and control over the value creating activities pursued

39 [t underlines the adoption of common values, expectations and shared norms. It is accompanied by higher
trust than other type of management.
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by the inter-organizational network. Afterwards Lehtinen, Peltokorpi and Artto (2019)
switched the discussion on megaprojects with a system-level goal approach. Basically,
megaprojects are constellation of actors who establish multi-billion-dollar, long-lasting
attempts to deliver value to the society as a whole, from launching innovative public
transportation systems and urban development to massive events like Olympics or huge
constructions and vessels. Megaproject requires years before completion, thus assuming
continuously shifting actor network, besides having a huge impact to the citizens. Thence,
megaprojects comprehend a massive effort in communication, indeed, they are composed
by highly complex and versatile interactions with the aim to deliver value added through
the combination of multi-actor resources and technologies. Value creation in this
situation has been approached by Lehtinen et al. (2019) from outcome-based*® and
system-lifecycle perspectives. The latter is the key to integrate to improve value creation
in megaproject as previously explained by Artto et al. (2016). The creation of an inter-
organizational platform is vital to succeed, it enables a clear strategic vision of the
project’s outcome and a total alignment between actors’ goals. Essentially, involved
players by establishing a common controlled inter-organizational networked body, in
which they conduct jointly activities in order to combine several visions and goals, obtain
greater outcomes. Instead of aligning actors’ scopes by forcing and changing their goals
this system integrates different desirable outcomes into one common goal that constitute
the project strategic vision.

The empirical case of Lehtinen et al. (2019) showed that actors create a common
inter-organizational coordinating body to enhance and develop the mixture of unique and
specialized resources for maximal complementarity, thanks to a joint evolution process
through sharing decision making and ownership. At a managerial level joint activity bring
actors together to merge single actor’s different goals and expectations about the project
and to institute a common path that actors share and follow. Furthermore, it is crucial that
each actor see its value proposition: the future value they will capture. Transparency,
reliability and consistency are important tools for managers in order to motivate actors

to see future value and benefits, i.e. financial value or new managing knowledge.

40 Within this perspective, megaproject generates value after the project completion for the actor taking
partin it and also when it reaches the objective set up initially in the strategic front-end phase. The objective
rotates around single actors’ monetary value and project success criteria, such as staying in time schedule
or within the budget (Edkins et al., 2013)
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Ultimately managers should support resource-rich actors to assume the inter-
organizational leadership in order to improve timely progress, decision making and
activities management.

In order to better understand value creation processes, Pargar et al. (2019)
dedicated their study to determine which procedures should be integrated in project
management alliances to enabling more valuable outcomes. Providing value through
projects can be tackled from at least two angles: the dimension of value and the timeframe
of evaluation (MacDonald et al., 2012). From an economic point of view value is a
proportion of the project benefits and costs (Morris, 2013), where the benefits, quantified
in monetary terms, can be assimilated in the short- or long-term perspective. Thence,
value is delivered whenever costs are diminished, or product’s benefits are increased.
Herewith Pargar et al. (2019) are excluding the social dimension of value, in other words
the intangible value outcomes (learning, reputation, trust etc.). Maintaining the project
phase and the operational phase, as previously mentioned (Artto et al., 2016), and adding

a development phase, table 1.6 shows the main tasks and results of the different phases.

Table 1.6: Project alliances’ main tasks and results

Project phase

Development phase

Operational phase

- Preliminary plans
and design proposals

- Tender selection
using evaluation
criteria

- Set up the alliance

- Develop commercial model
(gain/pain sharing): define key
performance targets (quality, safety,
usability, public image) and define a
multidimensional incentive scheme

- Develop alliance practices and
collaborative culture: communication
and interaction agreement and
innovation and joint problem-solving

- Implement the
agreements

- Monitor targets and
manage changes,
including management
of uncertainties, ideas
and innovation, quality
issues and (non-) value
adding works

Results

Selection of the best
actors by competence,
capacity and tender
price

Definition of the project’s scope and
client’s value for money criteria.
Developing alliance capability and
motivation

Implementation of tasks
and creating value to
meet the alliance’s targets

Source: Pargar et al,, 2019

To guarantee that the project is fulfilled as designed, there is also the necessity for

effective instruments to reveal and fix errors that are produced throughout the

operational phase. Pargar et al. recognized four main mechanism to adopt during the

operational phase with the aim to reduce errors:
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[.  Work progression: basic mechanism to complete work as defined in project
plans and adjust work rate to meet targets;

II.  Rework: this procedure diminishes work completed erroneously through
detection and adjustment of errors. It upturns product benefits, relevant to
project quality issues, by correcting errors

III.  Redesign and innovation: this process maximizes the redesign of product
features such as usability, safety, and public image and also reduces project
costs by modifying working methods and withdrawing pointless tasks.

IV.  Rescheduling: through an improvement in coordination and resource
utilization, this practice reduces impracticable works, waste of resources,

and delays to mitigate cost related to changes in project plans.

Clearly motivation, willingness to sacrifice time and energy, collective strengths,
capability and also efficiency of decision making play a crucial role in the effectiveness of
these procedures. Yet, alliance can deliver more value thanks to these procedures and a
high level of motivation, accompanied by a high level of preferences’, interests’ and
practices’ alignment, which is a strong incentive to ensure the success of the project.

Conventionally managers focus their efforts on achieving project objectives within
a specific time and budget. Yet, up-to-date managers should focus on the future value
creation of a company. The mission breakdown structure (MBS) tool supports managers
in dealing with value maximization because it illustrates a detailed picture of which
contribution the project should pursue (Andersen, 2014). The breakdown structure
enables companies to exhibit an exhaustive hierarchical scheme, which can be reduced or
amplified to meet several needs. Each element considerate is allocated to a single MBS’s
item and cannot be assigned to more than one item. Usually it starts from the activities
that has to be conducted, requiring an efficient group work because no one has a complete
knowledge of all levels. Successively the project would require some facilities (e.g.
buildings, offices), IT systems or business routines that has to be acknowledge before the
project starts. Moreover, the project will also affect some stakeholders and their response
attitudes will be fundamental. Furthermore, the specific needs of each department have
to be previously fulfilled. Hence, independently on the project’s type, the ultimate purpose
of the MBS is to develop a detailed representation of the project’s outcomes in order to

implement the facilities needed, the departments’ necessities and the stakeholder’s
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duties. At this point each stakeholder should know what to do, which are its
responsibilities and upmost the project desired goals (Andersen, 2014). The latter
examination gets along with the interactional creation framework (ICC) proposed by
Ramaswamy and Ozcan (2018). The latter framework is based upon the combination of
acting’s capacity of heterogeneous components (person, objects etc.) which are correlated
to each other in order to boost value co-creation*l.

Nevertheless, in the context of alliances, projects and megaprojects a redundant
pattern is the collaboration between more actors in order to deliver value creation. Value
creation is the engine through which collaboration is implemented. Thereby, Le Pennec
and Raufflet (2018) have analysed empirically the value spectrum (Austin & Seitanidi,
2012) that arises in a collaborative partnership. Therefore, four types of value are
described below:

[.  Associational value: is the advantage (e.g. improved reputation, higher
visibility and greater support through the collaboration) that an actor
accumulates only by establishing a collaborative relationship with other
organization;

II.  Transferred resource value: is the appropriated advantage arising from the
resource’s delivery from another actor. This resource could be long-lasting
(e.g. administrative skills, know how) or subject to depreciation (e.g.
financial backing). The value importance here is how the resource is
absorbed and the nature of the resource itself.

IIl.  Interaction value: includes the intangible resources that comes from the
interactions between partners which enable to connect ideas and realms of
organizational life (e.g. trust, knowledge creation, market intelligence and
learning opportunities).

IV.  Synergistic value: refers to the partnership as an asset, meaning that actors’
resources alone cannot accomplish what they can achieve mixed together.
Innovation is the focal point in this type of value, it includes process

improvement, a greater problem response and product innovation. Further,

41 Tt represents the open up of one entity’s activities to other entities. in other words, it is the value
enactment of the interplay between actors’ interactions and the networked structure of system-
environment - afforded by an interactive platform, which is an assemblage of heterogeneous relations of
artifacts (facilities, IT systems), interfaces, processes and persons - through platform’s standardization of
interactions (Ramaswamy & Ozcan, 2018).
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it is likely to observe a renewal of the organizational business model and

mission.

Le Pennec and Raufflet (2018) demonstrated that the four aforementioned types
of value follow a critical path. They emerge progressively from the first one (associational
value) to the last one (synergistic value), this means that the value creation path is a

continuum of value creation.

1.4.7 - Mergers and acquisitions

Recent years have highlighted the increasing effort by corporations in pursuing
cross-border mergers and acquisition activity. Nonetheless, these activities are
considered high risk transactions from the acquirer side. Foreign markets are often
achievable with scarce information; thus, making complex to gauge and evaluate properly
takeovers opportunities. In addition, the differences that characterized formal (political,
regulatory) and informal (cultural, social) organizations cause further difficulties in the
opportunity assessment. Nonetheless, the prevalent purpose for mergers and
acquisitions is to boost firm performance thorough the achievement of cost savings and
revenue increase (Capron, 1999; Martynova & Renneboog, 2008). Cost savings can be
accomplished through asset disposals and/or assets’ and capabilities’ rearrangement
between the merged firms. Revenue increase is the additional economic rents gained by
developing complementary assets and abilities. Therefore, value creation through
acquisition is achieved when financial performance is improved which is a dominant topic
in any acquisition corporate strategy (Tuch & O’Sullivan, 2007) and the strategy adoption
and choice is a crucial issue regarding acquiring firm executives (Very & Schweiger,
2001). Hence acquisition is a process to accomplish consolidation and scope that provide
value to the merged companies which is higher than the singular sum of each company
value alone.

Rahman et al. (2016) examined the post-merger performances of acquisitions by
studying the marketing efficiency of merged companies. Post-merger performance is
generally acknowledged as the quantity of value generated and absorbed as a direct
outcome of a mergers and acquisitions activity. The two principal and academically well
accepted perspective on post-merger performance are the shareholders standpoint,

which assesses profit based upon share value, and the accounting standpoint, which
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assesses profit based upon operating performance. Regarding horizontal*? mergers and
acquisitions agreements among US-based commercial banks, the study demonstrated
takeovers can influence revenue in a positive manner. Indeed, takeovers can augment
market exposure thanks to the geographic extension in new countries, markets and
market segments, which per se represents a sales growth opportunity. The mergers
should also enhance product innovation, market-sensing and customer relationship
management due to the marketing complementarity skills.

Ambrosini et al. (2011) analysed, through a factor analysis, whether pursue more
than one value creating strategy in acquisitions is detrimental or not. Based on the
literature they suggested four value creating strategies: learning, integration, leverage
and reconfiguration. Their examination focused on horizontal acquisition with
reconfiguration - which regards the renovation and reconfiguration of assets and
resources (e.g. the consolidation of head office functions that results after an acquisition
of procurement and logistic department, such as the acquisition of Cifra by Wallmart ) and
it usually brings back cost savings - and leverage strategies, the latter consists in
replicating process or system that is run in department’s area into another corporation’s
department. Basically, their results demonstrated that firms which arrange a singular
value strategy retain superior acquisition performances than to those who explore two or
more strategies together, which will probably result in confusion and compromises. This
means that corporations and executives demand transparency about the value creation
strategy that they wish to accomplish. Transparency should allow the improvement of
organizations, configurations and procedures which are consistent with this strategy.
When an acquisition firm is transparent and has a good record of successful deals, this
should deploy assurances to investors which would probably be positively mirrored in
the stock price of the corporation (Ambrosini et al., 2011).

Scholars examined the acquirer size effect in acquisitions which can have different
outcomes based on the governance of the acquirer’s country. Humphery-Jenner and

Powell (2014) illustrated that large acquirer firm in weak governance*? environment

42 A horizontal merger and acquisition is a transaction towards business consolidation that happens
between companies navigating in the same industry. Firms managing business in the same space tend to
experience higher competitive environments, this means that synergies and potential proceeds are far more
significant for merging companies.

43 Political and country environment characterized by weak institutions and property right where policy
makers and key parties handle power without much accountability.
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experiences higher performances than same size-company in strong governance
environment. In weak governance settings companies can use their political connection
as a factor to improve takeover process, obtaining easily government endorsement.
Moneylenders located in weak governance environments often required high asset
collateral and, big size corporations are able to satisfy this requirement, thus making them
able to finance takeovers. The latter is important when place a bid because it potentially
permits to have enough resources to pay higher premiums. Furthermore, large size
companies are far more protected from government intervention and political
uncertainty in a weak governance setting. Then the connections and resources available
can minimize the time needed for the deal. Reducing conclusion time is a value creating
opportunity because it reduces costs over time and minimizes the window of opportunity
for other competition bidder to place a bid. Additionally, Humphery-Jenner and Powell
(2014) showed that large firms’ acquisition might suffer of agency problem, in both weak
and strong governance environment, which are going to partially off-set by improvement
in long-run operating performance due to the positive market reaction in weak
governance settings.

Basuil and Datta (2017) discussed the role of board members in order to add to
the literature some insights on whether they could be valuable in firm cross-border
acquisitions performances, in other words if they can increase shareholders value
creation. The underscoring assumptions is that firm performance is probably affected by
the social** and human*> capital of directors which dispose their capability to the firm,
from the approach of necessary resources (e.g. knowledge, skills, informations) to
counseling to top management (Hillman et al.,, 2000). Basuil and Datta (2017) research
demonstrated that outside directors are beneficial in cross border acquisition for
different reasons. Outside directors with longer tenure are optimal for two main reason:
it permits to directors to gain greater firm-specific knowledge (i.e. firm needs and
capabilities) and it also permits greater accumulation of social capital through
interactions with other board members or firm management. Furthermore, outside

directors that have other external directorship provides them the chances to acquire the

44 Social capital concerns the capability of parties to benefit from social and network relationship to obtain
data, information and know-how necessitated by them and by the corporation.

45 Human capital is a valuable asset arise from human expertise. It can be seen as internal (i.e. knowledge
and expertise released through the focal firm) or external (i.e. expertise obtained through communication
with other organizations, board etc.).
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efficacy of different strategies without incurring in experimentation’s costs. Likewise,
being on boards of other companies allows the focal firms to interact with other
companies, giving to the management the opportunity to acquire critical information,
knowledge and contact. Moreover, directors seated in more than one board are likely to
be highly reputed, this will enhance firm'’s reputation and will also protect more the firm
from endorsing bad transaction.

Alexandridis, Antypas and Travlos (2017) reverse the academic widely reiterated
fact that mergers and acquisitions destroy value for their shareholders. After the 2009
this concept has been considerably overturned. Their massive study of US mergers and
acquisitions deals from 1990 to 2015 showed that in the five-year period (2010-2015)
the acquisition proceeds have impressively soar on a wide-ranging set of established
measures, such as capex?*, research and development expenditure, disinvesture and
share price fluctuations after takeovers, appraised around the transaction
pronouncement. The improvement patterns identification demonstrated that something
changed after the 2008 crisis, one possibility is that the progress that followed the crisis
at the corporate governance level can possibly have altered how board members and top
executives address the collection and application of acquisition prospects. Another
element could be the high level of accountability towards shareholders in implementing
value creating investments. Yet, the resultant reform, as part of the Dodd-Frank act*’
(2010), identified innovative mandatory disclosure regulations, realigned executive
compensation, strengthen corporate top management accountability and assigned more

powers to shareholders.

46 In the economics literature Capex (i.e. capital expenditure) indicates the amount of cash flow that a
company deploy to purchase, maintain or implement its operating assets, such as property, building, land,
plant or equipment. A low level of Capex is usually a signal of underinvestment, a situation that if prolonged
over time could be detrimental to the company’s positioning in the market, as it may have difficulty in
successfully facing competition.

47 Dodd-Frank Act is the name given to a Wall Street Reform intervention whose official name is Dodd-Frank
Wall Street Reform and Consumer Protection Act. Become federal law on July 21, 2010 by Barack Obama in
response to the Great Recession, the law significantly changes the mechanisms of regulation of U.S. finance
with the aim of improving consumer protection. The Dodd-Frank Act comprises 15 securities and 541
articles of law. Ceteris paribus, it provides for the establishment of two agencies responsible for monitoring
systemic risk and the state of the economy and also establishes a set of rules on the control of banks by the
Federal Reserve. The two agencies are the Financial Stability Oversight Council which has the task of
identifying risks to the financial stability of the United States and promoting market monitoring, the other
agency is the Treasury Department's Office of Financial Research which aims to collaborate with the
Financial Stability Oversight Council through data collection and research.

43



1.4.8 - Value creation chain

“Customer value is the ratio of perceived benefits by the customer relative to the
sacrifices in terms of paid, costs incurred, and efforts spent in order to acquire the
product. But still a lot of unknows exist regarding the value concept” (Geraerdts, 2012).
The concept that firms generate and allocate economic value is dominant in the field of
strategic management. Several streams of literature especially, the resource-based view
of the firm (RBV), the stakeholder theory of the firm, and more recently, value-based
strategy (VBS) notably focus on questions of value creation and captures.
Notwithstanding this significance of “value creation”, within the field there has been a lack
of clarity on the detailed meaning of the notion. Without clear explanations and
appropriate empirical instruments, scholars have hardly attempted to gauge the total
economic value generated by a business or its distribution in the midst of its key
stakeholders.

The empirical analysis of Salomons, Aberg and Allwood (2012) demonstrated that
value creation is generated, among other things, through interactions. Adopting the
perspective that customers are the ones that absorb value, interactions can be seen as a
creator of experiences and value-in-use (Ballantyne & Varey, 2006). Hence, customer
representatives’ communication skills (frontline staff) are strategic to value creation
activities since they are with the customer before, during and after the purchase. They
develop customer trust, increase customer satisfaction and provide support when issues
occur. Salomons et al. (2012) recognized three main communicative dimensions that
managers should consider when providing training to frontline staff. These dimensions,
which are part of the interaction involvement, are fundamental to customer satisfaction
and trust: attentiveness, perceptiveness, responsiveness.

An article of Treacy and Wiersema (1993) - in which has been identified value
disciplines of market leaders among three beneficial strategies: product leadership,
operational efficiency and customer efficiency - has been the reasons behind the

empirical analysis proposed by Zacharias et al. (2016). Their research investigates the

48 In the RBV, Barney (1991) affirms that the economic rent originated by a firm appears from the shortage
of valid resources and competitors’ struggle in emulating or replacing them. The stakeholder theory sees
business as a group of cooperative and competitive interests holding intrinsic value and center itself on
value capture by these stakeholders (Donaldson and Preston, 1955). VBS adopt game theory to archetype
alliances of individuals who collaborate to produce value and then compete to capture it (Brandeburger and
Stuart, 1996).
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success of these three strategies with regard to value creation and capture capabilities.
Results demonstrated that market leaders should focus on only one value disciplines to
achieve a competitive advantage. Thereby, managers first should decide which one of the
three typology want to chase, subsequently combinate and align value creation and
capture competences to accomplish superior outcomes and in the meanwhile avoiding to
invest in detrimental value creation abilities. Thence, the research suggests that firms
should track, correct and monitor their progress in exploiting the chosen settings by
concentrating on their unique mixture of value creation and capture capabilities; i.e. firms
attempting operational excellence should know when moving toward a new technology
in order to prevent obsolesce while firms pursuing product leadership have to constantly
choose new product ideas, based upon customers’ needs, that guarantee satisfied
customers (Zacharias et al., 2016).

O’Cass and Sok (2013) shed the light on transformational leadership, an internal
function, and explored the relationship between firm’s innovation capability and its value
offering (the process by which firms creates use value), the latter is related to the
employee service performance in creating certain types of customers’ value in the service
delivery. Their study progresses the dispute that innovation capability drives value
offering, and transformational leadership supports this relationship. The literature has
recognized three types of leadership: transformational, transactional and laissez-faire
(Eagly et al,, 2003). However, greater consensus, among scholars, has been given to the
concept of transformational leadership because of its capability to inspire and motivate
employees which other leadership styles lack. Besides managers adopting this
management philosophy will shape their innovation capability in order to deliver
superior value to customers.

Recent literature on service logic is overlooked by a figurative view of value
creation, the specific duties of both service providers and customers remain fairly
unspecified, without a conceptual sound field for value creation and co-creation
processes. Therefore, the article of Gronroos, and Voima (2013) works over value
creation and co-creation by rationally describing the duties of the customer and the firm

including also the scope??, the locus®? and the nature®! of value in terms of value creation.

49 Customers’ accrued experiences with resources, processes, outcomes and contexts.
50Users’ physical, mental or possessive activities, habits and experiences in individual or collective contexts.
51 A structured but evolving process where firms and customers have specified roles and goals
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Value creation sphere (see Figure 1.7) has been identified as an important tool to
understand firm’s and customers’ roles. The firm takes responsibility for the production
part (design, development, manufacturing, delivery, back-office etc.) and remaining in the
provider sphere it provides (produces) resources for customer’s specific usage. Thus,
firms facilitate value creation for customers. In this way, by delivering potential value-in-
use, firms can be considered as value facilitator. In the joint sphere, customers’ role is two-
faced: coproducer of resources and value creator mutually with the firm. Straight firms’
communications with the customers might have chances to increase the customers’
involvement in the value creation process and consequently take the role of value co-
creator. Lastly, in the customer’s sphere, customers create value as value-in-use
disregarding the provider. In the latter sphere no communications or co-creation takes
place.

From a production perspective

Producer: The provider Co-producer: The customer
as producer of resources participates as co-producer
to be used in the customer’s in the joint production process

value creation

JOINT SPHERE
* value creation
in interaction
(real value)

CUSTOMER SPHERE
¢ independent value creation
(real value)

PROVIDER SPHERE
® production
(potential value)

N

Value creator/ co-creator: The Value creator: The customer is
customer is the value creator in direct ~ an independent value creator
interaction, but when inviting the outside direct interaction

provider into this process (a merged
dialogical process), value is
co-created with the provider

Value facilitator: The Co-creator: The provider may get Value facilitator: The provider
provider is a value an opportunity to engage in the is a value facilitator
facilitator customer’s value creation process

as a co-creator

From a value creation perspective

Figure 1.7: Value creation sphere

Source: Gronroos and Voima, 2013

The above figure suggests that value creation arises through the customer’s value-
in-use and value co-creation may take place only in a common sphere. Moreover, many of

the firm’s activities in the provider sphere (without direct interactions with customers)
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have no real impact on customer perceived value. Hence, the activities and processes,
carried out in this sphere, have only the possibility to generate potential value.
Accordingly, providers must innovate in order to continuously increase the
potential value given to customers. This is critical for many well-known firms which have
to struggle for maintain their competitive advantage. Many firms seek outwardly for
innovative ideas through strategic alliances, joint ventures or partnership. One of the
latest trends are the collaborations between large corporations and smaller firms that
have innovative ideas and knowledge but do not have enough competencies to implement
these ideas. However, not all firms put all of their strategic emphasis on value creation,
some are focused on value appropriation throughout advertising and marketing (i.e. new
product platform, channels and segments). The latter, with brand-based advertising try
to erect barriers from competitors that aim to imitate and replicate their product or
services (Mizik & Jacobson, 2003). Accordingly, entering in partnership with such
corporations may permit to small firms to be protected from the surrounding hostile
competitive environment. Yet, corporations that are focused on research and
development (superior knowledge or technological capabilities improvement), which is
potential innovative value creation, are an important magnet for smaller firms who seek
growth challenges. Morgan, Anokhin and Wincent’'s (2018) empirical research
demonstrated that strategic emphasis preferences, whenever is on value creation or
appropriation, in large corporation-small firm relationship might be moderated by
information asymmetry. Indeed, the attractiveness of a large corporation come from its
previously record on relationship but also information asymmetry, when it is high, it
could reduce the strategic emphasis of the company. When information asymmetry is
high, small firms prefer to collaborate with corporations that invest in marketing rather
than R&D, the reasons are that these corporations seems to be less dangerous in terms of
absorptive capacity and these offers more resource complementarity (brand name
recognition, distribution channel etc.). On the contrary, when information asymmetry is
low, well-known corporation that chase value creation become more attractive. The
reason is because good relationship record, which resolves moral hazard issues, attracts
more firms who feel protected from dangerous behavior. Therefore, the relation between
the strategic emphasis pursued by a company and its degree of information asymmetry

play a crucial role in the relationship attractiveness. Thus, if not considered by managers
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it may represent a possible missed opportunity for value creation (Anokhin & Wincent,
2018).

In the business to business (B2B) context upgraded product offerings, through
new technologies, can trigger organizational shift and communication change. Such
upgrade influences also customers’ perceived value of the renewed product offerings
(Hultén, 2012). Hence, Hulten (2012) examined how much upgraded product offerings
influences value creation and appropriation in the B2B industry. This is significant in case
if the upgraded production includes issues that create problems in customers’ production
systems. As discussed by Hulten (2012), there are situations with an adverse influence on
customers’ opinions of the upgraded product value. Nevertheless, these situations settle
the value creation table of future interactions. Indeed, a products’ provider can display
value easily when the customer has recognized an issue with a current solution (Skarp &
Gadde, 2008). Thence, recognizing a problem produces undertakings with an encouraging
impact on customers’ value opinions. The positive impact on customers’ value perception
could be the outcome of previous experiences in dealing with issues step-by-step, also
with the knowledge that nobody can predict all the plausible problems (Skarp & Gadde,
2008). At managerial level before upgrading product offerings, managers should meditate
on the reflection that these upgrades will have on customers’ perceived value. First,
customers cannot evaluate the value of a new offering without a well-defined awareness
of the problem that the offering is going to resolve or fix. Second, in the B2B settings
customers know that a change in the offering could contain also issues and costs related
to necessary interventions and renovation of existing product system. Third, customers
could feel betrayed, because if they do not understand clearly the sense behind this
improvement, they might see the change as an opportunity to offer standardize solutions
to more customers. In this perspective, providers should consider their buyers’ readiness
to undertake possible inconsistency with upgraded products and systems in place. Such
consideration should enhance buyer-supplier relationship perceived value, because it
enables both of the parties to prepare activities responses that augment the ability to
resolve foreseen or unforeseen problems. The crucial part to avoid customers’ issues is
the ability to communicate properly and in the best way with buyers; thus, this is going to
be perceived as a capability to meet customers’ necessities. Then the mixture of product
usage and provider-customer relationship makes it achievable for parties to cultivate a

common understanding about problems and consequent solutions (Hulten, 2012).
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The value chain is composed of a multitude of factors, which makes it complex to
evaluate effectively the impact that each mechanism and procedure has in the overall
value of a company. Several frameworks have been provided by the literature in order to
better capture how, when and why value is created, delivered and appropriate.

Lieberman et al. (2017, 2018) developed the Value Creation Appropriation (VCA)
model; a mathematical framework for the value appropriation among different
stakeholders. This model does not imply any market equilibrium, making its adoption
widely applicable. Although their model does not impose any limits on the value quantity
that each stakeholder can obtain, it necessitates that economic gain has to be equal to the
sum of singular stakeholders’ economic gain. Moreover, profit growth at the expense of
another stakeholder cannot be considered as economic gain. Concluding, another key
driver in firms’ performances is innovation. The latter in this model can be recognized as
a gain only if it increases the average of stakeholders returns for each involved
stakeholder.

Meanwhile Kuehnl et al. (2017) were proposing a framework for methodically
thinking about value creation chain. Their framework helps managers in understanding
which factors are advantageous in internal and external business environments. Thence,
managers might prior decide which level of value appropriation they want to achieve and
then align the value creation chain strategy in relation to the surrounding environments.

Previously, Kroeger and Weber (2014) developed a framework to compare social
value creation of several and unrelated businesses that provide different products or
services in dissimilar socioeconomic and institutional settings. Therefore, they tried to fix
the literature gap in which comparing unrelated situations has been declared as
unmanageable. They focused their conceptual framework on comparing different social
enterprises®2. Even if it seems complex to compare an intervention that provides food to
children in Africa with one that provide newly released prisoners with mentorship from
reeducated ex-offenders to decrease the frequency of recidivism. Yet, Kroeger and Weber

(2014) called for a standard social value framework that brings into line the

52This new type of non-profit organizations seeks for superior innovative solutions that can relieve complex
societal problems not adequately addressed by charities, governments etc. A well know example is modern
microcredit, i.e. a system of small loans for entrepreneurs who are too poor to obtain credit from traditional
banking circuits. An advocate of this approach is Muhammad Yunus (Nobel Prize, 2012) who founded
Grameen Bank, the first bank in the world to make loans to the poorest of the poor based not on solvency
but on trust.
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measurements of all the diverse social interventions. The effectiveness of social
interventions is resolved through the degree to which it is capable to assist the specific
needs for which it has been created. Their model focused on capture the interventions’
effectiveness unlike other models, such as the goal or resource model. Their study
influences various stakeholder, such as managers (enhancing competition among social
enterprises), investors, corporations and governments. Further, it enables social
businesses to answer to the increasing pressure to prove the results of their work.

Beyond social enterprises, Lages (2016) established a new framework: the value
creation wheel (VCW), which is supposed to boost revenue and support the acquisition of
new customers, even the so-called late adopters (i.e. skeptical customers that are afraid
to buy new products or services). The framework is highly dynamic and interactive, it has
a strong stakeholder orientation towards win-win solutions, hence increasing problem
solving processes and fostering creativity. The VCW can support the selection among
several complex possibilities, engaging the paradox of choice. Then, VCW helps
enterprises in reconsider the classical decision-making approach, overcoming the
drawbacks of the traditional use of brainstorming such as fear of judgment. Furthermore,
it supports the ideas’ selection and generation, it shifts the focus from an abstract
challenge to precise value proposition with a crystal-clear unique selling point (USP), all
accompanied by tailor-made business models. This framework inspires TIAGO, a practical
tool to support and implement the VCW framework with the aim to address these
challenges and present concrete solutions. TIAGO is composed of five stages:

[.  Tap:isneeded to specify the context and illustrating the problem/challenge
in the defined environment to analyse. Essentially, it is the beginning of
absorbing market, technical and/or practical knowledge about the value
chain and the topic.

II.  Induce: at this stage - through multiple approaches (brainstorming>3, net-
working, open innovation, workshops etc.) - the scope is to deliver as many
ideas for solutions and filters as possible involving critical internal and

external stakeholders.

53 VCW brainstorming is different from the other technique. It consists in two stages developed by two
different group of people. The first part, the solution one, try to find different solutions for problems that
might arise (i.e. tech-advances). The second part, the filter one, regards the acceptance or rejection criteria,
and the reasons why a solution might be or might not be suitable for future implementation.
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III.  Analyse: the potential of each solution and filters, passed the previous
phase, are analysed by key decision makers. The outcome of this stage
should be a deeper understanding of the solutions and filters proposed,
with a hierarchical scheme developed in order to have the most effective
filter at first and the least important filter as ultimate answer.

IV.  Ground: at this point the group establishes the Value Creation Funnel (VCF).
The VCF is the outcome of the ranked filters’ application to the selected
solutions. This approach permits the identification of the highest potential
solution. Accordingly, the group has to display concepts and/or prototypes
for the final idea.

V.  Operate: the final stage consists in the implementation of the solution
through a business model. Before the realization the board has to approve,

deny or revisit the final output.

Throughout all the five stages, it is essential the incorporation of internal and
external stakeholders’ feedback concerning solutions, filters, business sustainability,
product viability, customer attraction and environmental pressures.

One of the main impacts that TIAGO have is the creation of common Value Creation
Vision, which basically consists in the stakeholders’ alignment whether or not they have
different backgrounds, goals and mindsets. This implementation helps managers,
entrepreneurs, engineers, scientists, governments and society to create value whereas
seeking for the optimal connection between the “why” (i.e. opportunities, challenges,
market needs) and the “what” (i.e. solution, technology, licenses) (Lages, 2016).
Concluding this framework, which has been adopted by several corporations (e.g.
Mastercard, Eurolife insurance, UPS, Thomson Reuters), is a powerful tool that allow

managers to think not only inside or outside the box but also when there are no boxes.

1.5 - Value creation core concept

This part provides a general and recapitulatory overview of the core theoretical
concepts that have been analysed previously by severe authors to understand the
creation of economic value from different phases of the company. In Table 1.7, for each

core concept has been provided: a brief description from the literature; the implications
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that have been discovered in the literature review which can create value in businesses;

the main representative articles.

Table 1.7: Core concept

Brief Topic Value creation: Representatives

description Main drivers articles

Business model: represents the - Marketing & purchasing Sjodin et al, 2020
architecture and design of the value  alignment; Chesbrough etal., 2018
creation, delivery, and capture - 3PL provider; Matthyssens et al., 2016
mechanisms of a firm. Thus, value - Experiential value;

capture implies the appropriate -Open Innovation: value-

governance mechanisms to protect in-use and  value-in-

that value creation is greater than  exchange;

the cost of realizing it and that the - Business model

value surplus is distributed fairly  innovation (BMI);

among stakeholders. - Agency problem
resolution.

Stakeholders value: is not - Consumption journeys, Lazcko etal,2019
related to a single aspect, is integrative practices and Akakaand Schau, 2019

multifaced and can be different for ~ recursive reflexivity; Storbacka, 2019
each stakeholder group. Hence, it - Economies of Tantalo and Priem, 2016
means that each stakeholder may  engagement; Garriga, 2014

experience value, in terms of -Stakeholder  capability
welfare, within a  business. approach;
Substantially, a stakeholder value - Stakeholder synergies;

approach in business is only about - Structural and

creating as much as value as institutional constraints;

possible for all the stakeholders. - Stakeholder Platform
Networks.

Supply chain: Along with -Service logic: extended Van Poucke etal, 2019
diminishing operational  service offering; Kim etal, 2013
efficiencies, supply chain optimal -Value proposition and Sullivanetal, 2012
design also supports processes and  relationship capabilities; ~ Gronroos, 2011
sustainability along the value chain. - IT alignment and strategic

It necessitates a certain degree of  collaboration;

information sharing and - Big data analytics;

collaborations among partners. - Purchasing proactivity.

Hence, together with companies

that share the value chain, the

supply chain management helps

managing resources, processes, and

capabilities across the entire line.
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Public procurement: represents - Public-private Mufioz and Vila, 2019
the purchase of goods, services and  cooperation; Leite and Bengston, 2018
works by the governments and - Stakeholders

state-owned companies. It is management;

increasingly adopted by - Cross-border

governments as a strategic tool to  procurement.

deliver their mandates and reach

higher and broader public goals.

Accordingly, governments seek for

efficiency and effectiveness through

this process.

Project, alliances and - Resource Lehtinen et al., 2019
relationship management: complementarity; Pargar et al,, 2019
projects, alliances and relationship - Collaborative learning Le Pennecetal., 2018
are important drivers for value (supplier perspective); Ramaswamy et al,, 2018
creation.  Collaboration among - System lifecycle Dyeretal, 2018
enterprises  fosters  creativity, approach; Andersen, 2014
innovation and improves processes. - Work progression, Artto etal, 2012

In a global environment, the Trework, redesign and Hammervoll, 2012

capability to connect with the right ~ rescheduling as tools for

partners in order to capture and reducingerrors;

deliver more value is crucial for - Mission Breakdown
sustainable-growth opportunities. Structure (MBS);
- Value spectrum:
associational-,

transferred  resources-,
interaction-, synergistic-

value.
Mergers and acquisitions: are - Weak governance Basuil and Datta, 2017
those operations of ownership environment for large Rahmanetal,2016
control’s transfer of an activity or ~ acquirers; Humphery et al. 2014
entire businesses. Mergers and - Qutside directors: board Ambrosinietal.,, 2011
el tenure, external
acquisitions deals generate a _ _
. directorship;
complex process of strategic, _
i ) ] - Horizontal mergers and
financial and fiscal aspects e
acquisitions;

analysis, whose optimization
represents the crucial element of
the initiative.

- Singular value strategy.

Value creation chain: Represents - Value disciplines Lieberman etal., 2018
the firm-logic value creation strategies: product Zachariasetal, 2016

objectives. It is a method for leadership, operational Lages,2016

breaking down the corporations efficiency and customer O’Cassand Sok, 2013

into critically significant activities efficiency; Gronroos etal., 2013

or processes that affect both costs - Transformational Hulten, 2012

and value. In this way, regarding leadership;
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value chain activities, it is relatively - Value creation sphere;

easy to  associate  strategic - Upgraded product
procedures, factors, and drivers offerings influences;

which have an impact on value - Value creation
creation and stakeholder’s  appropriation (VCA)

engagement. The ultimate ambition = model;

of a value chain analysis is to -Value creation wheel
enhance production efficiency with  (VCW) and TIAGO
the least possible cost. Hence, approach.

corporations can provide maximum

value to customers.

Source: Author’s elaboration

1.6 -Future research topics and questions

In the previous section several strands of value creation economic literature have
been analysed from different point of view, which could enhance particular business
segment, from the supply chain to the takeover’s opportunities.

However, there are some limitations and future questions arising from the
examined articles. Although, reading the chapter helps to make value creation concept
clearer, there is still a lack of information and empirical research on the concept. For
instance, from a business marketing perspective what other capabilities help to build
value?

Marketing and purchasing alignment have to be deeper investigated both from
organizational theory, which could provide conceptual tools as previously encountered,
and from an empirical point of view, where the relationship between other functions have
to be considered in order to strengthen the alignment needed to achieve higher
performance and operational excellence. The latter cannot be accomplished if all the
company’s functions are not simultaneously aligned towards value creation goals.

Then other study regards incentives and compensations should be made, it may be
the case in which sales-based objectives are not successful alignment tools, regardless of
profit or stock results ones might be. Research on finding proper incentive and
compensation schemes has to be made with the scope to really unified employees
towards a common goal.

Concerning the efficient management of resources and capabilities the empirical
research should add other variables, such as competitive power, customer negotiating

influence and economic conditions, in order to be more consistent. Adding these variables
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and others in the existing models might pay off value creation and appropriation future
avenues.

Additionally, how do technologies and products be proposed to provide prime
value provision by several adopters? How do platform be proposed to enable several
adopters executing several roles to deliver prime value? What organizational status are
better tailored for implementing value proposition for a particular technology?

Future studies should investigate reputational influences and how parties can
avoid undesirable effects on its reputation. In terms of open innovation, research should
examine how to attract the proper collaborators needed. Moreover, complementarity
assets, which is an important factor in project and alliances as a mechanism for value
capture, has to be explored in depth. In other words, under which assumptions the focal
firm will disclose its knowledge based on an innovative project with complementary
assets. The paradox of openness is still an issue, this means that an actor should share its
knowledge in order to enhance value creation and at the same time he necessitates
knowledge protection in order to obtain proceeds from it. Obviously in the absence of
possible value divergence, parties can spontaneously share their know-how to each other.
However, if ambiguity is close to value divergence, parties might decide to divulge
partially their knowledge, deciding to keep other knowledge-resources for themselves,
avoiding becoming exposed. Thus, how can the relations be upgraded? How can value
creation purpose safeguards a fair allocation of economics rents? Adopting longitudinal
data perspectives might support the timeframe and sequencing of such relations.

Regarding value creation in stakeholder engagement, researches on the
technologies impact on this aspect should be made. Machine learning, algorithms,
automation, robots, smart vision systems are only a fraction of the future industrial
marketing, which will be strongly changed by these machines that will also use as
customer assistants or smart agents. These futures continuously interconnections
between people, resources and procedures represents the basis for a greater
multichannel actor involvement environment, thus delivering value creation. Moreover,
customer loyalty (i.e. engagement) toward superior value creation could be investigated
with a longitudinal perspective not only based on customer ratings or lifetime purchases
but could be fruitful also use other market position and financial indicators.

With respect to project, megaproject and alliances management more research is

needed on the interaction between cooperation and competition between private parties,
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mainly whenever a firms’ partnership with the public sector is established, it could also
oblige collaboration among competitors. Moreover, it has been displayed that projects are
organized through common plans and governance designed philosophies. Often there is
the establishment of an inter-organizational entity that share ownership and decision
making in order to drive all the actors towards the networks goal. However, research on
how this is achieved is still missing, specifically: how actors incorporate and involve each
other, what do they incorporate precisely, how do they correctly complement each other
and finally what kind of resources constellations, and why, needs to establish to achieve
a networked goal.

Concerning shareholders value creation through mergers and acquisitions activity,
future research can address the directors’ opportunistic behavior. This could happen
because of the spotlight that outside directors receive thanks to transactions of such
dimensions. This situation may lead them to act opportunistically in support of decisions
that they would not undertake without that visibility. Implication and counter measures
of this issue could be significant for value creation opportunities. Concluding, acquirer
firms should pursue one value creation strategy to avoid compromises and confusion, but
are there multiple strategies’ arrangements which can be activated without suffering

unnecessary organizational complication?
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CHAPTERII

CONTENT ANALYSIS THROUGH NVIVO
SOFTWARE

Content analysis is "a research technique to make replicable and valid inferences
from documents to the contexts of their use" (Krippendorff, 2004). The origin of content
analysis can be traced back to the 1950s when it was first applied in the study of mass
communications. In over 70 years of history, this research technique has evolved and
changed in numerous ways. Numerous methods have been developed, which have their
origins in the largest family of content analysis; accordingly it is important to state from
the outset that the referred method in this work can be traced back to the one proposed

by Klaus Krippendorff in "Content Analysis; An Introduction to its Methodology".

2.1 - The content analysis

Content analysis has its roots in the study of mass communications in the 1950s.
Initially, psychologists used content analysis in four main areas: the analysis of verbal
recordings to deduce people's mental, motivational and personality characteristics; to
analyse the results of interviews, focus groups, and verbal responses to various tests; to
analyse communication processes between people and to generalise meanings for a wide
range of situations and cultures (Krippendorff 2004).

Berelson in 1952 defined it as "a research technique for an objective, systematic
and quantitative description of the manifest contents of communication". This definition
is consistent with the use and modalities of the methodology of the time. It was a
quantitative technique used in the restricted field of mass communication. This definition
today appears obsolete and no longer consistent with the developments of the
methodology and its use.

Since the 1980s it has become an increasingly important tool in measuring success

in public relations. Since then, researchers in many fields, including anthropology, library
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and computer studies, management, political science, psychology and sociology, have
used this methodology to meet the specific needs of their research questions and
strategies and have developed a set of techniques and approaches for text analysis
(Marilyn Domas White 2006).

According to a more current definition, content analysis is "a research technique
to make replicable and valid inferences from texts (or other significant matter) to the

contexts of their use" (Krippendorff, 2004).

2.1.1 - Qualitative and quantitative perspective

The concept of content analysis first appeared in England in 1941. At that time
content analysis was mainly adopted to make a quantitative analysis in newspapers,
which in those years had experienced a rapid spread. Content analysis remained a purely
quantitative procedure for almost 50 years, when a series of innovative methods began
to emerge; thence these new methods have been labelled “qualitative”, which have
developed alternative protocols for text analysis.

Even nowadays, the distinction between qualitative and quantitative content
analysis is still widespread, but before considering the distinctions it is preferable to
identify the steps of the content analysis. The steps proposed by Marilyn Domas White et.
al. 2006 are the following:

1. Establish research questions and hypotheses;
Identify the appropriate data (text or other material);
Determine the sampling method and the sampling unit;
Determine the sample;
Establish the data collection unit and the analysis unit;
Establish a coding scheme to test the assumptions;

Encode the data;

©® N o ok W DN

Check the reliability of the encoding and adjust the encoding procedure if
necessary;

9. Analyze the encoded data, applying the appropriate statistical tests;

10. Write the results.

Nevertheless, other authors, such as Krippendorff, identify a smaller number of passages.

Although, the procedures described are similar and the lower or higher number of steps
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depends solely on whether they are merged or split. For instance, Krippendorff combines
steps 6 and 7 in a single point that simply calls encoding. The main differences between
qualitative and quantitative content analysis can be found largely in the hypothesis

generation, sampling, coding and coded data analysis phases.

Table 2.1: Main differences between qualitative and quantitative analysis

Research Phases Qualitative analysis Quantitative analysis

Starting from research | Verify the previous
question, hypotheses are | hypotheses established

Hypothesis generation
developed during the

process
Limit sample to capture | Wide sample in order to
implications and details obtain generalized
outcomes
Sampling Targeted sampling to | Preferably casual sampling
detect relevant sources for
research
Simultaneously continuing | It concludes before the
with the encoding coding process
Coding structure can be | Coding structure is
Coding process developed or modified | established before the
during the coding coding
Carried out by researchers | Techniques and
Coding analysis after or also during the | approaches mainly
coding processes statistical

Source: Author’s elaboration

2.1.2 —-Quali-quantitative analysis

In the aforementioned paragraphs, content analysis was originally a purely
quantitative methodology, but over time it has evolved and transformed according to the
needs of researchers and the new areas in which it was used. This has led to the
emergence of qualitative approaches.

The qualitative approach stands in opposition to the methodological limitations
and constraints of the quantitative approach.

However, according to Krippendorff, quantitative and qualitative content analysis

cannot be defined as two totally distinct methodologies. Rather, they appear to stand on
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the edge of a field that lacks the extremes. Purely qualitative content analysis, as well as
purely quantitative content analysis do not and cannot have practical results; each of
them will inevitably have contaminations of the other methodology. This leads us to see
content analysis as a mixed method of research characterized by the supremacy of one or

the other paradigm according to the contingent needs of the research.

2.2 - Qualitative and quantitative mixed approach

To build a mixed qualitative-quantitative research project, the researcher has to
make two fundamental initial decisions: to choose whether to operate with a main and
dominant approach or not, and to choose whether to conduct the qualitative and
quantitative phases in sequence or simultaneously (R. Burke Johnson and Anthony ]J.
Onwuegbuzie, 2004). In both cases mixed projects are similar to the implementation of
two "mini-researches”, one qualitative and one quantitative within a larger research
project. However, to be considered a mixed project, the results of the two research
projects must at some point be combined and integrated. In most cases, this integration
is developed in two main ways: by blending quantitative and qualitative approaches
within the same phases of the research process, or by including a qualitative phase and a
quantitative phase within a more general study in order to subsequently integrate the
results.

One of the most common theories in literature is that of triangulation (see Figure
2.4). Underlying triangulation is the intuition that quantitative and qualitative approaches
should be seen as complementary rather than opposites and rivals (Uwe Flick, 2014).
Thus, the aim is to compensate for the weaknesses presented by one with the strengths
of the other. In triangulation, qualitative and quantitative research remain separate and
autonomous, with the only meeting point represented by the case study. Neither is
considered superior or more relevant than the other, but both are given an equivalent
role in the project. Some practical implications are linked to the combination of the two
researches. One possibility often used is to collect and analyse data from the same sample

according to the two approaches and compare the results to arrive at a single output.
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Figure 2.1: The triangulation
Source: Uwe Flick (2014)

In contrast to the triangulation, where the two studies are conducted in parallel,
Barton and Lazarsfeld (1995) suggest using qualitative and quantitative approaches at
different stages of the research process. For example, the qualitative approach lends itself
to exploring the field of research and making assumptions that will be subsequently
tested with quantitative approaches that are more suitable for verification. The
arguments for this methodology are the same as for triangulation and are based on the
attempt to counterbalance strengths and weaknesses.

Taking up in part the ideological basis of the two previous cases, Bryman (1992)
identifies 11 ways to integrate the qualitative and quantitative paradigm into research.
Among these 11 there are the logic of triangulation and the possibility of using the two
approaches with a complementary logic. Moreover, Bryman suggests to analyse the
structural components with a quantitative logic and the procedural aspects with a
qualitative one. The researchers' perspective should be guided by quantitative
approaches, while qualitative research emphasizes the subjects' point of view.

Miles and Huberman (1994) identify four ways to integrate qualitative and
quantitative approaches (see Figure 2.5). In the first mode both approaches are pursued
in parallel. In the second, there is field research carried out with a constant shift from
qualitative to quantitative approaches. The third modality starts with qualitative research
conducted with a semi-structured interview which is followed by the study of a
questionnaire as an intermediate step, before the results of both phases are synthesized
and combined with qualitative techniques to obtain the research results. In the last mode
asurvey is used in the first phase of the research followed by a complementary field study

to finish with an experiment to test the results of the two previous steps.
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Figure 2.2: Research design for the integration of Qualitative and Quantitative Research

Source: Uwe Flick (2014)

2.2.1 - Technologies to support content analysis

It is clear that the amount of text available to researchers is constantly increasing.
There is not only a continuous flow of online journal articles, but also user discussions,
internet forums, blogs and social networks. Libraries and publishers around the world
are dedicated to retro-digitization by making a large number of printed copies of
manuscripts, newspapers, magazines and books available in digital format. Data
collection technologies and methodologies make it easier and faster to collect information
that inevitably translates into textual material. It is becoming clear that individual
researchers are unable to handle this growing amount of material, and as a result,
supporting technologies to cope with this mass of data are becoming increasingly
important.

There are different types of computer assisted text analysis software or CATA
(Computer Assisted Content Analysis). In this paragraph are considered the four that in
the author’s opinion are the most widespread adopted and promising for the future
research:

[.  CCA (Computational Content Analysis) are software based on hypotheses
that automatically produce annotated texts through the observation of the

appearance of terms, but largely ignore the context;
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[I. Methods based on lexicometry and linguistic body data that allow the
inductive exploration of linguistic models by measuring the presence of
words in context;

[II. Text Mining approaches intend to extract the meaning from the dataset
through the application of complex statistical models that calculate the
presence of linguistic symbols in latent contexts (Gregor Wiedemann
2013).

IV.  CAQDAS (Computer Assisted Qualitative Data Analysis Software) are
software that provide tools to support manual coding processes taking into
account linguistic and situational contexts regardless of the research

method deployed;

CCAs aim at a description that reduces the texts analysed through the assignment
of textual entities to categories that are usually developed by domain experts on the basis
of pre-existing knowledge. Categories can be developed with multiple criteria, e.g. by
topic, portion of text analysed, subjective evaluation. Since 1995, two main trends on the
evolution of CCA have been developed: the widening of context analysis leading to a more
qualitative CCA and the movement from argument counting to symbol frequency counting
(Gregor Wiedemann 2013). These changes have fostered the most successful CCA
software "The General Inquirer”.

CCAs disregard the implicit meaning and focus on the necessity of character strings
and their mixture in digital text data. Scholars create lists of terms called dictionaries,
which describe the categories of interest, and computers process thousands of documents
in search of those terms and, if they detect them, assign them a predefined label.
Consequently, the main task of the researcher, when using this software, is to develop the
dictionaries. The process can be fine-tuned by making changes to the dictionary or
modifying the rules of the model. The final label count then makes it possible to make
statements about the quantitative development of the object of study.

In social science research, CCAs are applicable when large amounts of qualitative
data have to be analysed. Nevertheless, the use of CCAs also includes several obstacles.
Academics need a detailed understanding of the topics to build dictionaries that provide
valid results; indeed, the application of generic dictionaries is not effective. Furthermore,

deterministic algorithmic text processing guarantees maximum reliability and
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consistency (identical input generates identical output), but poor validity due to
incomplete dictionaries, synonyms, homonyms, spelling errors and carelessness of
dynamic language developments (Gregor Wiedemann 2013). Therefore, with CCAs there
is the chance to assume the risk of claiming unjustified generalizations related to single
words.

Lexicometry is based on a criticism of CCA approaches. The latter is a double-edged
sword that is capable of analyzing large volumes of data but, on the other hand, CCAs
software are characterised by conceptual distortions of data due to the application of
categories and the dictionary. According to the supporters of this methodology, the
discussion should be reviewed through the analysis of the language within its contexts
with as few assumptions as possible by the researcher. CCA approaches suffer from an
underlying implicit assumption that links the number of words in the text to the meaning.

With lexicometry approaches the text is examined with the goal of identifying the
main semantic structures in an inductive way (Gregor Wiedemann 2013), thus some
lexicometry measures should be applied to quantify language data for additional
statistical analysis.

In contrast to CCA where the development of categories, dictionaries, code plans is
executed before the automated analysis, in the lexicometry text analysis the
interpretative part is carried out after the computational part. The quantitative relations
between lexical elements are calculated only based on data, starting from a carefully
selected number of documents. Although the computation is not subject to distortion by
the research topics, the selection of the documents is vulnerable to it, as are the settings
of the parameters and threshold values of the algorithms. However, these steps are
essential to consciously control the process and adapt it to the academics' needs and
cannot be accomplished in an automated manner.

Notwithstanding lexicometry methodologies are important for the analysis of
qualitative data and had shown enough flexibility to be integrated into various research
projects, they have been ignored for a long time and are still not widely adopted for a
series of reasons. First of all, because methodological standards do not yet exist and again
because these approaches require a clear technical skill for their application, albeit there
are some software packages that allow their use to interested social scientists without the

needs of help of computer linguistics experts.

64



Text mining can be defined as a set of computer-based methods for semantic text
analysis that help structure text automatically or semi automatically (Heyer 2009). The
procedure of isolating the knowledge expressed within a text is usually carried out
intuitively by the researcher who structures the text by identifying the significant text
fragments with the research application, then he collects them and assigns them to new
concepts created with the research. With text mining this process is largely automated.

The computational extraction of semantic knowledge is a very complicated
process that it is going to be described at this point in a synthetic and simplified manner.
In text mining the text, regardless if it is spoken or written, is seen in a completely
different form, in order to examined it with statistical methods. For most techniques the
text has to be transformed into numbers, hence it can be managed with vectors and
matrices. Thus, a set of documents can be represented as a set of vectors, or as a
mathematical matrix. On vectors and matrices, text mining algorithms are involved,
combining statistical methods developed on matrices and on knowledge of language
features and on knowledge outside the text. Automated learning algorithms can, for
instance, presume rule sets or statistical probabilities from input texts previously hand-
coded by researchers and "learn" to retrieve or annotate information searched for from
unknown material. Thus, these algorithms are able to quantitatively encompass
traditional qualitative research projects and expose them to large gatherings of
documents.

At the opposite side of CCA or lexicometry, the investigators are not obliged to limit
their analysis to single lexical components when using text mining, because the
representation of documents in matrices and vectors largely grants the context to be
maintained. Besides, unlike other approaches, text mining allows researchers not to limit
themselves to a fixed set of documents, but to add new data when deemed necessary
during the research process. In general, text mining methodologies can be very complex
to manage, which is why so far, their application has been limited and reserved for dual-
disciplinary specialists or to a cooperation between computer linguists and social
scientists in larger projects.

CAQDAS (Computer Assisted Qualitative Data Analysis Software) are software
packages that include tools designed to facilitate a qualitative approach to qualitative
data. Qualitative data includes text, graphics, audio or video. CAQDAS packages may also

allow the incorporation of quantitative data and/or include tools for adopting
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quantitative approaches to qualitative data. However, they must directly manage at least
one type of qualitative data and include some, but not necessarily all, of the following tools
to manage and analyse it: content search tools, linking tools, encoding tools, query tools,
writing and annotation tools, mapping or networking tools.

The main feature of these software is that none of these steps can be conducted by
the algorithm independently, in other words, the role of the computer remains that of an
intelligent storage system and the analysis itself is carried out by a human user anyway
(Gregor Wiedemann 2013). The combination of tools within CAQDAS packages, as well as
the refinement and ease of use, are different and many of them offers additional options
to those listed here.

CAQDAS software has been developed to facilitate some activities for researchers
(such as coding) but they run the risk of limiting others. The software available varies
depending on the purpose, power, breadth of functions and skills required by the user.

Therefore, the software used can influence the effectiveness and success of a project.

2.3 - NVivo CAQDAS software

In this paragraph we will present NVivo, one of the most complete and used
CAQDAS software. NVivo's predecessor, called NUD*IST>4, was developed in the 1980s by
Tom Richards and Lyn Richards. NVivo is developed by QSR International in three
versions for Windows and one for Mac. The basic ‘NVivo Starter’ software provides
functionality for the management and analysis of text source materials, providing text and
coding queries and some graphs and diagrams to display data. The intermediate version
‘NVivo Pro’ offers all the features of NVivo Starter with an expanded feature set that
allows you to work with text, audio, video, images and spreadsheets, integrate

information from reference bibliographic software (e.g. Endnote>>, Mendeley®¢), use more

54 NUD*IST stands for Non-Numerical Unstructured Data Indexing Searching and Theorizing software. It is
a robust and reliable program, appropriate exclusively for qualitative research analysis. This software is a
adequate choice for simple analysis, such as text transcripts from focus group summaries or open-ended
survey data to more complex theory construction and analysis. It is designed to automate much of the
tedious work associated with qualitative data analysis, by auto coding signified text data, importing table
data and using command files to regulate analysis processes.

55 EndNote is a commercial computer program with a proprietary license to manage bibliographic
references for articles and essays produced by Clarivate Analytics. The software is compatible with
Windows and Apple systems.

56 Mendeley is a free proprietary software that provides a desktop and web program for document
management and sharing as well as online search and collaboration.

66



powerful query tools including matrix coding queries, create project maps and concepts
to show associations in data, capture social media content for analysis. This version is
similar to the one available for Mac. The more advanced version called ‘NVivo Plus’ offers
an additional set of specialized tools for automated processing of large data sets,
automatic theme identification and automatic creation of social network views from
social media or other data.

Regardless of the version used, to use the software the data are imported into an
NVivo project with the aim to create a single file which contains every document. Several
text, audio, video, graphics and spreadsheet formats are supported with some differences
depending on the software version. In addition, the material can be imported directly
from numerous other programs, including Survey Monkey>’, Facebook>8, Twitter>°,
Endnote, RefWorks®, MS Access®l. The main workspace includes the navigation view,
which provides access to project folders, such as sources, nodes, maps, queries; the list
view; the detailed view where the contents of an entry are displayed. Various aspects of

the user interface can be customized according to project preferences and needs.

57 Survey Monkey is an online survey development cloud-based software as a service company.

58 Facebook is a social network, launched for commercial purposes on February 4, 2004, owned and
managed by the company Facebook Inc., and based on a web 2.0 platform written in various programming
languages.

59 Twitter is a news and microblogging service provided by the company Twitter, Inc. on which users post
and interact with messages called tweets. Twitter, Inc. is based in San Francisco.

60 RefWorks is a commercial web-based reference management software born in 2001. It is produced by
RefWorks-COS, a subsidiary of ProQuest.

61 Microsoft Access is a software interface for the management of relational databases that uses the
Microsoft Jet Database Engine and natively integrates a module for the rapid development of management
applications (RAD).
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Figure 2.3: NVivo's main working area

Source: author’s work panel

2.4 - NVivo content analysis

2.4.1 - Coding structure

To pursue content analysis, researchers must identify the analysis units within the
selected documents and treat them as independent elements to be measured and
analysed. Usually, this is done with the help of a coding structure that constitutes the basic
scheme for source analysis. The coding structure could be defined as a tree diagram
consisting of a few main nodes from which a variable number of child nodes branch out.
Through this tool, it is possible to analyze the sources in a structured way because it
makes clear what you are looking for within the selected sources. Moreover, each portion
of text, which has as its object one of the topics that make up the coding structure, is coded
in the same node of portions of text with a similar topic, obtaining an organization of the
literature by topics and at the same time minimizing the risk of losing important

information. The coding structure this research has developed is shown below.
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A_Journals
A.01_Industrial marketing management
A.02_Journal of business research
A.03_Strategic Management Journal
A.04_International journal of project management
A.05_British journal of management

A.06_Others

B_Empirical researches
B.01_Case study
B.02_Cross-case comparison
B.03_Survey research
B.04_Statistical analysis
B.05_Factor analysis

B.06_Hypothesis testing

C_Value Creation
C.01_Business model
C.02_Supply chain
C.03_Stakeholders
C.04_Public procurement
C.05_Projects, alliances, relationships
C.06_Mergers and acquisitions

C.07_Value chain

D _Years
D.01_2011
D.02_2012
D.03_2013
D.04_2014
D.05_2015
D.06_2016
D.07_2017
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D.08_2018
D.09_2019
D.10_2020

The "A_Journals" node classifies sources based on the Journal to which they belong.
For reasons of simplicity, the first 5 journals per number of articles have been taken into
account. The importance of this passage is due to the fact that not all sources have the
same scientific value and weight. Besides later through queries it will be possible to
understand which topics each selected newspaper deals with the most.

The "B_Empirical researches" node contains all types of empirical research
identified in the database. The lower level nodes are therefore all the types of empirical
research that have been carried out by the literature in support of the topic.

The "C_Value Creation" node was created to identify which aspects and themes on
value creation have a significant impact. The lower level nodes are precisely the macro-
categories dealt with the previous chapter that compose the database initially
constructed.

The “D_Years” coding node has been created to categorize each article also upon
its year of publication. The scope is to allow NVivo to further analyse the data in more

coding matrix procedures that will be displayed in the following paragraphs.

2.4.2 - Coding with NVivo

Encoding is the process by which sources, or portions of source text containing
information useful for research, are encoded in the nodes established with the encoding
structure. The encoding can be done manually or through the use of special software. It is
evident that, if the coding is done manually, this step is characterized by a high rate of
subjectivity because it is done by people who in many cases have to decide in which node
to evaluate crucial topics. In this research, the coding was done manually with the support
of NVivo software. In our case the coding has been done by a single person but, in case it
has to be done by several researchers, it is advisable to establish a shared and uniform
yardstick to avoid that the same arguments are inserted in different nodes making this
step useless.

The use of Nvivo is essential because it allows to save time, manage huge quantities

of qualitative data, give greater flexibility, validity and verifiability to qualitative research.
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In fact, this software allows users to classify, sort and organize information, examine the
relationships between data and combine analysis with links and model construction.
The output that has been obtained using this software is a unique file that contains
all the identified sources catalogued on the coding structure. At this point it is possible by
opening a node to see which sources deal with that topic. For example, considering the
strategic theme "Business model", it is possible to quickly see that it is covered by eight
sources. In addition, it is also possible to see the exact points in the text where the
strategic theme is described or where a case study is exposed. It is likewise possible to
create queries that cross several nodes as we will see in the next paragraphs. The NVivo
file, created with the coding, represents the starting point for the synthesis of the

literature and for the subsequent stages of research.

2.3.3 - Words and text mining

Before going on with the analysis of the major implications and results of nodes, it
is essential to exhibit the results obtained through the word frequency.

The word frequency is an NVivo's tool that allows you to identify the recurrence of
words in your database by first setting up a couple of search criteria:

1. Finding matches: this criterion permits to the NVivo’'s user to choose
between exact match only or include stemmed match. This means that there
is the possibility to run the query choosing if the software has to pick every
word with equal match or if the software has to pick words that are similar
(i.e. value, valuing, valued, values) and counting them in the same category
labelled, automatically by the software, in example “valuing”.

2. With minimum length: this criterion serves to set a minimun number of
letter that the software has to consider when choosing words. For example
if this criterion is settled as three, the software is going to pick every word

with three letters or more (i.e. has, are, why, now, word, value etc.).

For the purpose of this research the finding matches criteria has been the exact
matches in order to be more consistent within each specific word. The second criteria
have been set up with a minimum length of five letters with the aim to avoid finding in the
outcome also the dates (i.e. 2010, 2011 etc.). The following figure 2.4 show the results

with word cloud feature of NVivo.
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Figure 2.4: Words frequency cloud

Source: NVivo

The above figure demonstrates graphically the importance of the most frequent
words. However, it is also important showing (see table 2.2) how many times each word
has been used and also its relative weighted percentage in the overall text analysis. In
example value has been used in the articles of the database 9679 times and have a

weighted percentage of 2,07% of all the words used in the articles.

Table 2.1: Words frequency number and weighted percentage top

Word Count Weighted percentage
value 9.679 2,07%
creation 3.807 0,82%
management 2.887 0,62%
research 1.971 0,42%
journal 1.964 0,42%
customer 1.902 0,41%
business 1.839 0,39%
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service 1.626 0,35%
marketing 1.506 0,32%
project 1.469 0,31%

Source: NVivo and author’s rielaboration

2.3.4 — Matrix coding queries

The matrix coding process is a powerful tool that allow the researcher to view
potential coding interrelations and intersections between two list of items, in our case for
example when comparing the value creation macro-categories previously identified with
the empirical approaches used within each macro-category.

Therefore, NVivo’s users can apply matrix coding queries when they have
questions about patterns that could be answered through their coded data thanks to the
instruments that displays those patterns.

The creation of a matrix coding query is relatively simple which entails choosing
the file to analyse (i.e. the database) and then selecting the rows of the matrix (i.e. nodes,
cases, files, query results) and the columns of the matrix (i.e. i.e. nodes, cases, files, query
results). However, in this research process it has been used nodes arising from the coding
process, thereby it is crucial to have set up clearly and properly the codes in order to avoid
inaccuracy and oversight.

This subparagraph is going to treat five matrix coding queries, obtained through
NVivo and a re-elaborated process in Numbers®?, which in the author’s opinion are
fundamental for future researches in the value creation field. Furthermore, these matrixes
are insightful concerning the evolution, development and research methods previously
adopted, thus these outcomes combined are deeply relevant to make assumptions and
forecast regarding literature expected new approaches.

The first matrix (see Figure 2.5) deal with value creation macro-categories and the
empirical methods used throughout the articles, that has been identified as relevant in the
first chapter. Starting from the “C.01_Business Model” node it has been highlighted the

last cell under “A.06_Others” node, this means that this topic is mainly treated in the

62 Numbers is a spreadsheet developed by Apple as part of the iWork suite with Keynote and Pages.
Compared to other spreadsheets such as Microsoft Excel, Numbers uses a "free layout” philosophy identical
to that of presentation software such as Keynote or PowerPoint, where tables are just one of many editable
objects.
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journals that have few publications, because the first five journal nodes regards journals
that have published more articles regarding the value creation topic (see Figure 1.2 in the
first chapter). Other important elements in this matrix are:
- Strategic management journal plays an important role for the literature
concerning stakeholder value creation topic;
- Industrial marketing management journal publishes mainly topics
regarding supply chain;
- International journal of project management treats only (6 articles out of 6)
projects, alliances and relationships management topics;

- Value chain theme is mostly addressed by the Journal of Business Research.

Coding|matrix :;‘.Oi_ln.dussial . A.02__Journal of {\:OG_Strategjc A.04_I!1terr:e.1tional Joul:nal A.qz‘:_British Jo?rnal A.06_Others
arketing B Research Journal of Project of

C.01_Business Model 2 0 1 0 1 -
C.02_Stakeholder 1 g ] 0 0 3
C.03_Supply Chain [ ] 0 2 0 0 3
C.04_Public procurement 1 1 1 0 0 0
C..05'_Proit.ects, alliances, 2 2 1 _ 0 2
C.06_Mergers 0 2 0 0 1 -
and acquisitions

C.07_Value chain J 2 0 1 2

Figure 2.5: Value creation themes and journals matrix

Source: NVivo

Figure 2.6 is a matrix coding query that connects value creation topics with the
empirical methods recognized in the articles analysis that subsequently has been codified
through NVivo software. It is possible to notice that cross-case comparison methods are
mainly used in business model analysis, while stakeholder engagement topics used more
case study approaches. However, the most important outcomes in this matrix are two: the
case study approach is widely adopted for project, alliances and relationships
management whereas the factor analysis approach is mostly used within the supply chain

topic.
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: . B.01_Case B.02_Cross-case B.03_Survey B.04_Statistical B.05_Factor B.06_Hypothesis
Coding matrix

Study comparison research analysis analysis testing

C.01_Business Model 2 _ 0 2 0 1
C.02_Stakeholder h 0 0 1 1 1
€.03_Supply Chain 1 1 1 3 - 0
C.04_Public procurement 1 0 0 1 0 1
C.05_Projects, alliances, - 1 0 1 3 0
relationships management

C.06_Mergers and 0 1 0 1 1 1
acquisitions

C.07_Value chain 0 0 0 _ 1 1

Figure 2.6: Value creation themes and empirical research matrix

Source: NVivo

Figure 2.7 concerns the matrix coding query that interconnects journals codes with
empirical methods codes. This matrix is useful to understand journal preferences
regarding the empirical methods implemented in their publications but also, we can see
which journal publishes conceptual articles. For instance, the journal of business research
is the second one (11 articles) in terms of value creation publications - only behind the
Industrial Marketing Management journal with its 13 publications - but has embraced
only a few empirical analyses, this means that the journal is mainly publishing conceptual
articles. Besides, also the Strategic Management Journal is more inclined towards the
disclosure of conceptual articles, while, the International Journal of Management is
implementing only case study approaches in its articles. Concluding, the Industrial
Marketing Management is almost a completely empirical-based journal with its 11

empirical methods identified in the articles.

Coding matrix B.01_Case B.02_Cross-case B.03_Survey B.04_Statistical B.05_Factor
9 Study comparison research analysis analysis

e

1

A.01_Industrial Marketing Management 3
A.02_Journal of Business Research 0

A.03_Strategic Management Journal 0 0

A.04_International Journal of Project
Management

1
0
A.05_British Journal of Management 0 1 0 2 2

A.06_Others 4 1 1

o o o W
o o o o

0

Figure 2.7: Journals and empirical research matrix

Source: NVivo
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The following matrix (see Figure 2.8) compares the value creation topics evolution
throughout the years chosen in the selection criteria process. Previously it has been
demonstrated the increasing importance that the literature is given to the value creation.
Nevertheless, this matrix provides an in-depth study, which enables the reader to
understand the researches development and where the literature is focusing its efforts.
For instance, it is notable to observe that the first article regarding the stakeholder topic
was published in 2014 and since that year the number of publications has increased year
after year. Approximately the same pattern happens for the projects, alliances and
relationship management. Additionally, business model, supply chain and mergers and
acquisitions topics have not showed a particular pattern over the years selected. Public
procurement topic in the value creation perspective is instead a later-birth topic which

have only 3 articles even if there is a positive trend from 2018 to 2019.

Coding matrix D.01_2011 D.02 2012 D.03_2013 D.04 2014 D.05 2015 D.06_2016 D.07 2017 D.08 2018 D.09_2019 D.10_2020

C.01_Business Model 1 0 1 0 2 1 1 1 0
C.02_Stakeholder
C.03_Supply Chain

C.04_Public procurement

C.06_Mergers and acquisitions

o O o o o o =

1 1 0 3
1 0 1 1
0 0 0 2
1 1 1 4
1 1 2 0
1 2 2 0

N O W = O N

0 0
1 2
0 0
1 0
0 1
4 2

o o N o N =

0
1
0
C.05_Projects, alliances, relationshig 0
1
0

C.07_Value chain

Figure 2.8: Value creation themes publications in the years selected

Source: NVivo

The last matrix (see Figure 2.9) undertakes a different analysis, the scope of this
matrix is to exhibit if there are some topics that are mostly carried out through empirical
researches. The difference between this matrix and the one presented in Figure 2.6 is that
the latter refers to the empirical research types most widely adopted in each value
creation topics; while the underlying Figure (i.e. 2.9) seek for correlation between topics
publications and empirical research methods as a whole. i.e. without differentiating them
per type. The first column “C_Value Creation” represents the top-level code of the so-
called child codes (i.e. the value creation themes) each number represents the total
number of articles that has been published throughout the time frame beforehand
selected. The second column represents the total number of empirical methods adopted
in the articles. The third column remove the issue of those articles adopting more than

one empirical method, this column is important because it count the empirical articles as
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one and enable the reader to immediately notice how many articles per theme implement

empirical analysis instead of conceptual argumentation. The last column portrays a

percentage between the articles endorsing empirical researches and the total number of

articles published per themes. The three highest percentages have been red-circled, for

instance supply chain topic have scored nearly 78% which means that almost four articles

out of five embracing empirical researches to ensure the validity of their analysis.

B_Empirical Researches % of empirical articles on

Coding matrix C_Value Creation B_Empirical Researches (counting empirical the total of articles per value
approaches as one) creation category
C.01_Business Model 8 7 5 62,50%
C.02_Stakeholder 8 4 3 37,50%
C.03_Supply Chain 9 11 7
C.04_Public procurement 3 2 1 33,33%
C.05_Projects, alliances, relationships 13 9 8
C.06_Mergers and acquisitions 6 4 3 50,00%
C.07_Value chain 13 4 3 23,08%

Figure 2.9: Value creation themes and empirical methods

Source: NVivo and author’s elaboration

2.3.5 — NVivo conceptual map

Another important feature in NVivo is the possibility to develop a conceptual map

based on the results and outcomes found throughout the coding, queries and text mining

process. There are two types of map that NVivo let create to their users. These maps are

fundamental in presenting results because each map can tell alot in a small space, thereby

explaining the researcher analytical approach. The two type of maps are:

L.

IL.

Mind map: this kind of map is primarily a brainstorming tool that start with
the central topic to which they subsequently connect with lines other
related features. Usually this map is prepared at the beginning of the
qualitative analysis in order to brainstorm the ideas and assumption to
better develop the nodes.

Concept map: this kind of map is a free-form visualization made up of
different shapes and connectors and its mainly purpose is to map out the
researcher’s ideas and to connects the data. This type of map is efficient in
presenting the results obtained throughout the process. It condenses all the
outcomes into a restricted space, recognizing what is important to be

highlighted in the results.
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In order to be more efficient, it has been decided to develop a concept map (see Figure
2.10) which is free from restrictions and allows the best representation of the results

obtained.

Value
Creation

o >
> Empirical Conceptual

Project, ; Business ublic
e e Value chain A Q M&A Stakeholder “ocUreme
2011 ’ 2014 2018

Figure 2.10: Concept map

Source: NVivo and author’s elaboration

The developed concept map is the representation of the coding process with the
connections (i.e. lines) between the results obtained. The following map immediately
enables to identify which value creation topics are mostly examined through an empirical
or conceptual method. This is based on the query previously explained. Moreover, it is
possible to notice when the first article regarding each topic has been published. In
addition, it is also marked the main two topics treated and published by each journal.

It is important to highlight that the value creation topic represented by the blue spheres

have different sizes. The difference is based on the number of articles representing each
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category. For instance, public procurement - the last sphere on the right - has the minor
number of articles (i.e. 3 articles) selected in the database, thereby it is represented by
the smallest circle. On the contrary, value chain and projects, alliances topic have the
greatest number of articles (i.e. 13 articles) and for this reason are represented by the

greatest circles.

2.3.6 — Results, assumptions and conclusions

In this chapter the findings of the content analysis have been described

Notwithstanding, the results obtained through the coding process have been
extracted in word documents. NVivo gives the possibility to carry out this passage
automatically without particular difficulties for the researcher. A word document has
been extracted for each strategic theme of value creation.

On the extracted word documents, it has been executed a qualitative analysis
based on reading the documents to synthesize the encodings, in order to eliminate
repetitions and identified the important elements of our analysis. The word documents
thus summarized contain within them the sources that we used for the drafting of the
search results. Starting from the portions of text contained in the Word documents
obtained from this further analysis, it has been performed an in-depth analysis for each
selected strategic theme that was compared with the results of the first chapter.

This qualitative investigation has further emphasized the consistency and validity
of the results displayed in the first chapter. Moreover, the text mining, the coding process
and the concept map analysis developed have given further insights into future research
in terms of where (which topic), how (conceptual or empiric) and through which journal
should the researcher examine long term value creation.

At this point of the Content analysis is necessary to make some considerations on
the work done. In fact, by analyzing the way in which the data has been collected, it is
possible to make constructive criticisms aimed at proposing future research insights.

Itis important to state that this kind of analysis is more efficient when the available
data (i.e. the database) are equivalent and do not treat the topic in different ways (i.e. with
different empirical methods). The latter issue is complex to code and compare the results.
Indeed, NVivo is a powerful tool to identify patterns and trends in big data. Therefore,
disregarding if the topic is economic, engineering, medical and whatsoever, for example

if the database is composed of a multitude of surveys or questionnaire, the researcher is

79



facilitated in recognizing patterns through a better coding process. The latter can be more
reliable, rapid and efficient.

Concluding, an element that seems essential for a work of this kind, is the
replicability. During the writing of the thesis it has been paid particular attention to
describe the phases and procedures followed in detail. This effort is aimed at making clear
and evident the path followed to obtain the results, the difficulties encountered during
the analysis and how these difficulties were addressed. In this way, anyone could repeat

the analysis to verify that it has been carried out reliably.
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CHAPTERIII

Company reporting dialogue

3.1 - Integrated report

For a long time within the discipline of business economics, with particular regard
to the external communication of the company, there has been a clear contrast between
two different types of reports: the economic-financial report (i.e. the financial
statements), which is mandatory and regulated by the law of each country, and the
sustainability report, a form of voluntary communication of social and environmental
issues related to the business activity. However, the internationalisation of markets, the
growing sensitivity to social and environmental issues, the progressive awareness of the
multidimensionality of value, as well as the pressure of the current financial crisis, are
making the role that companies play in maintaining a sustainable environment
increasingly evident.

In this perspective, current forms of reporting have some limitations in
highlighting the "real" value created by organizations and there are pressures from the
community to improve traditional reporting schemes. In particular, the two types of
reports most commonly used by organizations and mentioned above have the main
limitation of being partial reports: they provide only information related to a given topic
and do not offer a complete picture of all the determinants of an organization's value
creation process.

For some years now, a new way of reporting has been developing in the academic
world: Integrated Reporting, a model that could be a milestone of the communication
strategies of companies around the world in the near future. It is in fact a strategic,
continuous, multi-channel and differentiated stakeholder reporting that integrates
financial, environmental, social and governance issues into a single report. The Integrated
Report is also characterized as concise and aims to provide stakeholders (and in

particular financial capital holders) with comprehensive information on all aspects that
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influence an organization's value creation process, so that they can make correct

assessments regarding capital allocation choices.

3.1.1 - Definition

Integrated Reporting (IR) can be understood as a process that has as its final result
the communication, through the Annual Integrated Report, of the creation of value over
time by an organisation. As defined by the International Integrated Reporting Council®3
(IIRC) "Integrated Report is a concise communication about how an organization's
strategy, governance, performance and prospects, in the context of its external
environment, lead to the creation of value in the short, medium and long term".

For a long time, the discipline of business economics has seen a clear contrast
between two different types of reports: the economic-financial report (the annual report)
and the sustainability report. The IR is a new corporate reporting tool that arises from the
evolution of the two types of reports previously mentioned; this tool has as main feature
the ability to highlight an integrated way of thinking and acting by the company and to
summarize in a single document variables of ESG (Environmental, Social and Governance)
type, typical of sustainability reports, and traditional financial statements.

It is important to underline that, however, this tool does not represent a simple
sum of information of a different nature summarized in a single document. The
information contained in the document is, in fact, presented in an integrated manner, i.e.
linked in a synergistic way, and this makes it possible to obtain what is the "real" value of
the company, which would not be possible to do through separate consultation of the
documents. The IR therefore seeks to show the relationships between financial and non-
financial performance, and how these two related dimensions manage to create or
destroy value (Eccles & Armbrester, 2011).

The concept of value introduced with this new approach of reporting is a much
broader concept than just economic value: it also includes other dimensions such as social
and environmental value. The value is in fact the result of, among other things, economic
operations, relations with stakeholders, the influence of the external environment,

interdependencies with the community and the availability of various types of resources.

63 The IIRC is an international association of regulators, investors, corporations, policy makers, standard
setters, accounting experts and NGOs. Together they share the perspective that information disclosure
regarding value creation should be the next stage of corporate dialogue.
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According to Druckman and Fries (2010), integrated reporting is a comprehensive
approach that allows investor and other stakeholders to gain knowledge concerning how
a corporation is actually performing. Likewise, it can be understood how it also allows to
grasp the medium-long term effects of decisions taken by the organization and also allows
to comprehend the links between economic, social and environmental value.

However, the value concept, as it has been explained previously, can have different
ramifications and it can be further extended. Hence, the Integrated report endorses the
interactions between every single aspect or corporate element with the aim to generate
benefits for the corporation itself and for the shareholders, but also for all the other player
who have relationship and stakes of various kind within the firms and who participate
directly or indirectly to the value creation process. The deep focus and attentiveness to
the desires of each stakeholders grant the possibility to observe in a broader and clearer
manner the overall value created by an enterprise.

A company is considered successful if it has the capability to simultaneously create
value for shareholders and society in general. Accordingly, a firm can be competitive and
sustainable if it is capable to balance long-term objectives with short term
competitiveness and profitability (Krzus, 2011). Integrated Reporting is consequently a
new form of corporate reporting that is principally addressed at suppliers of financial
capitals; nonetheless, integrated reporting should comprise advantages on a broad range
of stakeholders (i.e. employees, suppliers, policy makers, customers, partners etc.)
concerned in the company’s performance.

Companies should pay more attention to this instrument, in fact, it is seen as a
managerial tool, a new corporate philosophy that contemplates a new vision of the
company from an administrative point of view that is at the same time multidisciplinary,
integrated and systemic. This vision should ensure that the company's strategy, business
model and decision-making process reflects an understanding of the complex
relationships between economic, social, environmental and governance issues. The
implementation of this tool can therefore lead to a radical modification of traditional
reporting paradigms, encouraging greater transparency and completeness in the
communication of company performance to the interested public, as well as a more

precise proposal of company strategy thanks to the integrated thinking perspective.
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3.1.2 — Objectives

Integrated Report is a complex tool that links various types of information and
requires a different way of thinking about what makes an organisation successful. This
requires a different way of working (Integrated Thinking). Therefore, the employees of
an organization that decides to adopt this type of report are required to collaborate and
cooperate with each other (even when they are part of different functions), which is not
always easy to achieve in all business realities. One of the main objectives of using the
Integrated Report s to foster Integrated Thinking, Decision-Making and actions that focus
on value creation.

Integrated Thinking, according to the IIRC Framework, consists in the
consideration, by those who have to make strategic decisions for the company and those
who have to draw up the report, of the relationships existing between the various
operational and functional units of an organization, and between the various resources it
uses to carry out its activity. Hence, taking into account the increasing importance of
sustainability reporting, due to the increase in attention to environmental and social
issues.

Integrated Report represents the most advanced stage in the evolution of
Corporate Reporting and can also be seen as an improvement of existing forms of
disclosure (i.e. the Annual Report and Sustainability Report). Some studies have
highlighted the limitations of more traditional forms of reporting. In particular, with
regard to the annual economic-financial reports and to the annual sustainability reports,
it has been highlighted (see Table 3.1) some of the principal drawbacks that these reports

carry with them.

Table 3.1: Main limitations of Financial statement and sustainability report

Financial statement Sustainability report

- Rather complex and not concise | - Difficult to compare with other

- Almost exclusively short-term | organizations

Drawbacks | oriented - Not related to financial
- Lacking non-financial | performances
information - Limited reliability for investors

from this type of document

Source: Author’s elaborations
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However, it is important to point out that this is not a tool that would replace other
types of reports; the Integrated Report does not replace either financial or sustainability
reporting (Adams, 2015). Rather, it is a tool that integrates, completes and provides the
corporate information, currently prepared by organizations, in a single tool in which all
the information that a stakeholder may need are disclosed in a concise, complete and non-
redundant manner. The other types of reports - some of which are required by law, such
as the financial statements - would therefore continue to exist even after the introduction
of the integrated report.

The Integrated Report should interconnect stakeholders with the organization's
value creation process in the short, medium and long term, also highlighting the role of
the external environment in this process, the mission and vision, the business model, all
of the planning and strategy mechanisms, as well as all the risks, opportunities, company
performance and future opportunities. Another objective can be identified in the
improvement of corporate reporting, so that it draws relevant information from different
reporting elements and so that it allows to fully communicate all the critical factors
(which obviously change from company to company) that affect the ability of the
organization to create sustainable value over time. Through the use of integrated
reporting, it becomes possible for the organization to identify risks and opportunities and
develop a strategy that allows to manage the identified risks and to take advantage of the
opportunities that arise for the organization itself. This requires an understanding of the
company's performance from various points of view.

In addition, IR makes it possible to change mindsets from a centralized concept of
value, created exclusively for the shareholder, to a concept of value linked to a company's
strategy, governance, current performance and future expectations. The integration of all
these aspects should lead to a better explanation of the company's performance, allowing
interested stakeholders to understand the real value of the company.

Another aspect that deserves to be considered is that the IIRC Framework
emphasises that value is not created by or within an organisation independently. Rather,
it is affected by the external environment, which is also created through relationships

with its stakeholders and depends on the critical resources that an organisation uses.
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Finally, the role of the various types of capital®* identified by the Framework is also
important. These are used by the organisation as input to the value creation process and
result in outputs, i.e. the final products and services that will be sold to the organisation's
customers, and outcomes, i.e. the effects that change the initial composition of the capital
itself. For a company to understand the determinants of value, it must consider the
interdependencies between the various types of capital. The construction of an integrated
report encourages companies to consider trade-offs between different types of capital in
the process of strategic choice and provides information about the contribution of
different capital in the value creation process. Summarizing, another objective recognised
by the IIRC is therefore the identification of different forms of capital and the need for
their careful management; further, it is important to promote the interdependence

between them.

3.1.3 — Benefits

The advantages deriving from the adoption of an integrated report are relevant for
several parties, which means the company itself but not only. At a collective level, the
recent financial crisis, the pressures on environmental issues and the conflicting interests
between shareholders and stakeholders represents three situations that make many
companies moving towards the adoption. The decision to disclose the integrated report
allows companies to mitigate these effects. In the first case, being more transparent
through disclosure ensures greater confidence in companies by investors and the general
public, which has decreased since the 2008 crisis. In the second case, environmental
pressures can be seen as opportunities (i.e. environmental protection and safeguard as a
driver towards a new creation of value for the community and the company itself) or as
risks, which must be recognised, mitigated and managed. The third situation regards the
opposite interests between shareholders and stakeholders, which can have a
considerable impact on the company’s brand and reputation. Therefore, integrated report
that focuses on intangible assets can be a key element to solve this type of problem. The
benefits arising from the implementation of IR can mainly be divided into internal and

external (market derived) benefits.

64 The capitals identified by the I[IRC are financial capital, manufactured capital, intellectual capital, human
capital, social and relationship capital, and natural capital. Together they represent stores of value that are
the basis of an organization’s value creation.
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There is academic evidence (Eccles & Armbrester, 2011) that the integrated
report, apart from the disclosure of the document itself to the stakeholders, brings
internal benefits to the company. It permits to obtain better quality information about an
organization and allows to calculate its value in a more complete way.

As we have seen in the first chapter, the creation of value is correlated, according
to the literature, to a variety of circumstances. Consequently, the adoption of the
integrated report allows companies to correctly formulate their business strategy, to
better understand the characteristics of their business model and risks and to
acknowledge how the company manages to create value over time. These factors are
undoubtedly determinants of a company's success and working on these aspects can help
to maximize the value of the organization.

Although profitability in the short term is important, one of the main
characteristics is the long-term orientation. The introduction of the concept of
sustainability and ESG (Environmental, Social, Governance) variables into the core
business and corporate strategy make it possible to balance short- and long-term
objectives and also make it possible to better identify, mitigate and manage business risks.

Another aspect through which benefits can be achieved is the greater involvement
of employees, staff and work force as a whole. This is made possible by the integrated
report, which allow companies to execute their strategies in the best possible way and
makes it easier to achieve their strategic objectives.

In addition, value creation is based on collaboration, communication, supply chain
interactions, alliances, projects or stakeholder engagement. Integrated report is based on
integrated thinking, which requires a high level of collaboration and cooperation within
the company functions, from the design of the strategic plan to its implementation.
Collaboration between departments feeds innovation (Adams, 2015), the development of
an overall strategy (that takes into account the needs of all units within the organization)
and also it will increase organization efficiency and integration by bringing together
different functions and processes (Rochlin & Grant, 2010).

With regard to the external benefits of adopting integrated report, it should first
be specified that the price of a share is based on the overall performance of the company
and investors' expectations that this performance will continue to be adequate (or
enhanced) over time. To be able to work optimally on expectations, the company must

have formulated a strategy that can be sustainable over time and be able to disclose it
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correctly and efficiently. The greater clarity and quality of information offered by IR
allows the company to have greater trustworthiness and involvement of all stakeholders,
who can assess company's performance more comprehensively and therefore have more
realistic expectations regarding the company's future performance. Greater stakeholders’
involvement is also made possible through the use of the Internet (essential for the
integrated reporting process), which facilitates communication with stakeholders and
provides them with more detailed information on specific issues of interest to them.

Moreover, integrated report is a very important document for the company's
reputation that can influence the final purchase choice by consumers, who, in recent
years, are giving more and more attention to environmental and social issues during the
process of choosing the products to buy.

Scientific evidence (Bridwell, 2010) demonstrates that companies which have
integrated financial and ESG variables into business decision making are gaining
competitive advantage and market differentiation. Integrated reporting, in this sense, has
the potential to not only change the perceptions of third parties, but also to radically
change the company's behavior and the publication of these actions through the annual
integrated report can certainly have positive effects on the company's reputation.

Finally, a research carried out in 2014 by Black Sun® Plc has brought to light a
number of positive percentages for this document adoption:

[.  92% of interviewed people that have begun to disclose integrated report
have seen an increase awareness on the value created by the company as a
currently benefit;

II. 84% of interviewed people experienced greater information quality with a
consequently improvement of the performance indicators used to take
account of all the company's value factors;

[II.  79% of interviewed people have noticed improvements in the decision-
making process, mainly due to better information available to management

and better collaboration between the Board of Directors and management;

65 Black Sun is a leading international stakeholder communications business. They create
communications programmes in order to connect business with their corporate
stakeholders and, by enhancing stakeholders trust and support, with the final goal to
support and improve business performance.
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IV.  91% of interviewed people have encountered paybacks deriving from
improved relations with external stakeholders, resulting from an
improvement in the transparency and quality of information available to
financial capital providers (banks and other investors in particular);

V.  96% of interviewed people have found benefits thanks to a greater internal

collaboration among company’s departments.

In conclusion, integrated reporting alone does not necessarily guarantee superior
financial performance, but it is certainly a useful tool to improve investors' expectations
of the company (given its high level of transparency and clarity) and to have a medium-
long term orientation, which gives the right importance to sustainability issues within the

company.

Table 3.2: The benefits of the integrated report

Internal benefit

External benefit

Strategic decision-making improvement;
Long-term orientation and planning;

Larger consensus regarding performance
measurement methodologies;

Greater personnel involvement;
Sustainability concept and ESG variables
considered in the core business;
Identification of measurement and control
improvement;

Respond rapidly to new reporting guidelines
in the current legislation;

Deeper comprehensive of the
company’s strategy and the performance of
those working within the company;

Greater (integrated
thinking);

Improved risk management and mitigation
procedures.

vision

collaborations

Greater company’s credibility due to higher
information quality;

Inclusion of sustainability indicators and
clear exhibition of the relation between
financial and non-financial performance;
Greater transparency and accuracy;
Company reputation improvement;

Single document;

Satisfy expectations, which
consider environmental and social issues as

customer

important elements during the purchasing
process.

Source: Author’s elaboration

3.1.4 - IIRC pilot programme

Apart from required disclosures, in order to create the integrated reporting

Framework, in October 2011 the IIRC established a Pilot Progamme and more than 100
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companies, including Enel SpA, Generali Group, Coca Cola Company, Danone, Deutsche
Bank, HSBC Holding, Marks and Spencer, Microsoft Corporation, Prudential Financial,
Tata Steel, and Unilever etc., across more than 20 countries, has voluntarily joined in the
[IRC Pilot Program to test the principles and concepts of integrated reporting in their
organizations. In addition, over 30 institutional investor networks are also providing their
input to guarantee that the investor’s perspectives are appropriately mirrored in the
framework’s development.

Through the Pilot Programme it was possible to develop and test the principles,
contents and practical applications of integrated reporting, demonstrating its superiority
over other reporting schemes. The Pilot Programme ended successfully in September
2014 and the Network formed by the participating companies allowed them to receive
support during the development of the report through the opportunity to participate in
forums and conferences where they could discuss the development of technical material,
test the application of the report, share ideas and experiences and exchange advice. By
carrying out such an important project before others, these companies also increased
their visibility and have been considered innovative companies, which was undoubtedly
a positive publicity for them.

In addition to this, the IIRC has created a Business Network, currently still active,
made up of all the companies involved in the adoption of IR and that are driving this
evolution in corporate reporting. Sticking to this initiative can be very useful for a
company that wants to implement integrated reporting, as it can have access to technical
resources such as examples of other implementations, case studies, guidance tools and
other useful resources for reporting. It is also possible to access regional or international
networks where knowledge can be shared with those who have already adopted the IR,
through conferences, newsletters and they can also be kept up to date on the evolution of

this subject.

3.2 - Integrated reporting guiding principles

The integrated report is based on the perspective provided by the I[IRC Framework,
which is characterized by being an approach based on the respect of some fundamental
principles, rather than on the respect of strict rules, as is the case for example of the
annual financial reports, which provide a complex set of rules that must be respected in

their implementation. The main purpose of specific and strict rules is to guarantee the
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objectivity of the representation of the company's income and assets and bring with it the
great advantage of ensuring the comparability of financial statements and economic
results with similar companies in the market, but also with companies belonging to other
sectors. An optimal parameter for measuring company performance is therefore provided
to investors who want to diversify their portfolio and invest in several sectors to mitigate
the diversifiable risk.

However, even if it is true that the principle-based approach leads, on the one hand,
to low comparability between reports, it is also true that, on the other hand, it leads to a
high degree of customization of the report both at business sector and company level. The
Integrated Reporting approach should therefore ensure flexibility and also the relevance
of the information.

Although, the implementation of an acceptable internal control and measurement
systems for non-financial information is not straightforward and still represents a
formidable challenge in most organizations. Integrated Reporting may have a relevant
impact on the customs through which companies visualize, design, and manage their
business. In parallel, it gives the opportunity to understand and question the business
holistically, looking beyond the financial illustration to incorporate an overview of the
organization strategies, operations, risks and opportunities, governance, and more
(Busco etal.,, 2013).

The principles, identified by the IIRC, to be observed for the preparation of the
integrated report are:

1. Future orientation and strategic focus;

2. Information connectivity;
Stakeholder relationships;
Information relevance and consistency (Materiality);
Conciseness;

Reliability and completeness;

N o s W

Coherence and comparability.
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The Framework itself recognises that there may be tensions in the joint application
of some of the principles (e.g. between completeness and conciseness), and for this reason
they must be applied with a certain judgement and capability. Concluding, the principles
must be used as a guideline and there must be a certain balance between them in order

to apply them correctly.

3.2.1 - Flexibility

By observing a principles-based approach, the advantage of flexibility is obtained,
since it is possible to highlight more clearly the information that is really relevant for
specific companies, which may depend for example on the sector in which they operate,
the size of the company, the legal form of the company, etc. Embracing this philosophy
also allows to highlight the differences between the company being evaluated and the
potentiality of each company taken individually, i.e. the way in which they manage to
create value over time and thus gain a competitive advantage in the market.

Nonetheless, the aim of a principle-based approach should be to ensure a balance
between flexibility and requirements (Adams, 2015), thus recognising the differences
between the value determinants of different organisations, while at the same time

ensuring comparability at least with regard to essential information.

3.2.2 — Future orientation

The strategic focus is one of the first guiding principles identified by the
Framework for Integrated Reporting. The IR should in fact provide information about the
organization's strategy and how it affects the company's ability to create value in the
short, medium and long term.

In order to succeed in the value creation process and in the consequent consistency
through the integrated report, managers need to be capable to answer the question:
where is the organisation headed and how does it plan to get there?

The report must therefore emphasize not only the composition of the
organisation's achievements and assets - something that traditional reports already do -
but also and above all the organisation's strategic objectives in all relevant time periods

(short, medium and long term).
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However, this is not enough. Indeed, the strategies already in place or to be
implemented in order to achieve the previously stated objectives, the resources that will
be used to implement the strategies and how the final results will be measured must also
be highlighted. To this end, it is also important to demonstrate that the stated goals are
achievable, and the strategies pinpointed can be implemented.

In order to better understand the strategic orientation of the Integrated Report, it
is necessary to recall the meaning given to the concept of value expressed by the IIRC.
Value is, in fact, a quality that is sustainable over time, and therefore all the elements that
allow the organization to differentiate itself from others and that allow it to have a long-
term competitive advantage (i.e. that allow it to actually create value) should also be
included in the report, such as the role of innovation, the role of intellectual and human
capital and the role of environmental and social considerations that can be part of an
organization's strategy.

Also important is the responsibility of an organization's business model, which is
considered as a key element of the organization's strategy, as it allows to explain how
decisions, plans and activities are able to create value over time and as it acts as a link
between strategy, governance and performance. In accordance with what stated in the
Framework, the capitals constitute the inputs of the business model, as they allow the

company to create value through its activities and to achieve its mission.

Financial [ Mission and vision )
Manufactured Manvufactured
\ 4 Risks and Strategy and A

Intellectual opportunities resource allocation Intellectual

Human

Perf
Social and relationship bl Outlook Social and relationship
Natural
External environment

Figure 3.1: Value creation process
Source: IIRC, 2013
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However, the IIRC framework does not limit itself to analysing only factors within
the company but extends its analysis to elements outside the company's boundaries.
Other factors that must be considered for the evaluation of the strategy are in fact:

[.  The external context in which the business model is embedded;
II. The identification of a mission and vision around which the strategy orbits;
[II.  Risks and opportunities that may affect the company;
IV. Company's future expectations and the possible evolution of the

macroeconomic variables® by which it may be affected.

Integrated Reporting plays a fundamental role in the disclosure of a correct
understanding of a company's strategy and business model as it does not only provide
current output and outcome values. Indeed, the data obtained from previous analyses
should be compared with market expectations, strategic objectives and other
appropriately identified benchmarks.

This process could therefore lead to the confirmation of the current business
model, if it allows to optimally pursue strategic objectives. Contrariwise, if business model
and strategy are not aligned, this process can lead to changes in the business model in
order to better implement the company strategy or force managers in order to change the
business strategy to align it with the structure.

Associated to the perception of strategy there is also the concept of integrated
thinking. In order to efficiently support company’s decision-making process and to grasp
all the aspects interrelated between strategy and business model, it is necessary the
continuously cooperation between functions and departments, aiming to the
development of an integrated strategy.

Itis also important to consider that this kind of system is linked to a constant cycle
of planning, execution, performance measurement and control of the results obtained (in
comparison with benchmarks considered significant), with frequent repositioning of
strategic objectives and changes in the business model. Hence, the company can

accomplish its mission and produce the conditions underlying the creation of new value.

66 The main macroeconomic variables are exchange rates, inflation, interest rates and country risks which
iftriggered by some macroeconomic events (i.e. Brexit, trade tariffs wars, global pandemics etc.) could affect
with various extent company’s performances.
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Therefore, these characteristics influence the way in which the organisation's strategy is
developed and the way in which actions, pursued to set the plan in motion, are going to
be carried out. There is in fact an endless verification of the alignment between
performance and objectives - this verification should be done at the level of the entire
value chain and not only within the individual organization - and as a consequence there
are periodic adjustments in case of misalignments (based on the results obtained). This
system is therefore configured to be very dynamic, cyclical and feedback-based.

Another fundamental concept is the orientation towards the future and medium
and long-term planning that characterises this principle. While in traditional and legally
required reports emphasis is given to the communication of the company's past
performance (i.e. historical information is therefore communicated). In the integrated
report it is necessary to provide information regarding the dynamics of value creation
over time. Historical information and trends are a good starting point to define the
company's ability to generate income, but they are not sufficient for a complete evaluation
that takes into account all the variables that may affect the future performance of a
company. Thence, the information provided in the integrated report have to forward-
looking. Often the reason behind the exclusion of forward-looking information from the
legally required company disclosure (i.e. the annual report) are due to the fact that it is
by far more uncertain than historical information and not always are also objective.
However, as highlighted in the IIRC Framework, uncertainty is not a valid reason to
exclude this type of information. If there is uncertainty about certain matters companies
should provide an explanation of the uncertainty surrounding this matter. It also should
communicate the range of possible expected results concerning the uncertain variable,
explain the assumptions underlying these forecasts and how these forecasts would
change if the assumptions previously made disappear; companies should also
communicate the level of volatility related to the previously predictions.

Accordingly, it is significant to plan not only for the short-term, but also for the
medium- and long-term, in order to guide the decisions of all members of the business in
carrying out the organisation’s mission.

Finally, it is important to underscore that some problems may arise with regard to
the communication of future-oriented information. Hence, as emphasized in the
Background Paper on Materiality, organisations may be cautious of communicating

future-oriented information due to potential legal responsibilities that may arise if some
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of the forecast’s expectations do not occur. However, this obstacle could be avoided by
considering that companies are not required to provide subjective estimates of their
expected results, but to provide information about objective parameters that would allow

investors to create their own forecasts of the company's future ability to create value.

3.2.3 — Stakeholder engagement

Stakeholder involvement is another fundamental principle presented in the IIRC
framework. This theme essentially concerns a series of targeted practices through which
a company adopts approaches to consult more with its stakeholders. In essence, it serves
to indicate all processes used by an organisation to engage stakeholders in identifying,
understanding and resolving sustainability issues. In addition, these processes require
the organisation to document, explain and be available to provide responses to
stakeholders regarding business decisions, activities and performance. The objective of
all this is to communicate the results of the company's operations so that they are
accepted and recognised by all stakeholders (Thompson & Bebbington, 2005).

The current context in which companies operate is characterised by continuous
change dominated by globalisation. Considering the crucial role played by companies (i.e.
drivers of the economic development of the whole society and their activities have
significant economic, social and environmental impacts both on a local and global scale)
in modern society, various members of the community, associations and representatives
of different social groups began to claim the right to be informed, consulted and involved
in corporate decision-making processes. This resulted in companies taking into account
their involvement with a variety of stakeholders on social, environmental and economic
issues as an important aspect in the management of their activities (Burchell & Cook,
2008).

Stakeholder engagement allows companies to improve the sustainability of
strategic decisions inside and outside the company, allowing them to align social,
environmental and economic performance with their strategy. Still, many companies see
integrated reporting as a tool linked to the achievement of reputational advantages
(positive publicity and general recognition as a pioneering company) rather than to the
resulting utility in terms of better reporting of company results. In addition to this,
engagement should also involve an open dialogue between stakeholders and the company

itself. The latter allows stakeholders to express their opinions and expectations about the
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organisation that, knowing their needs, can respond faster and better to their
expectations. Again, this contributes to problematize the performance of the organization,
questioning the way current business activities are carried out in order to try to find
better paths with an evidence-based strategy.

According to the IIRC framework, an IR should provide detailed information about
the nature and type of existing relationships with its key stakeholders, also considering
how these relationships are seen and perceived by the organisation and how the
organisation responds to the needs and requirements of its stakeholders.

The importance of considering all stakeholders comes from the consideration that
value is not created by an organization alone but through relationships with other
stakeholders. In addition, stakeholders can provide useful insights into how they perceive
value. There are risks, opportunities, activities, and other aspects that may be considered
unimportant by the organisation but considered essential by others and that may be
critical to the success of the company. The company that adopts integrated reporting
approach should not limit itself in the IIRC's vision, to accomplish only the needs of
analysts and investors - as in the case of traditional economic and financial reports - but
should instead seek to capture and address the issues required by a wider audience. One
of the essential steps in the integrated reporting drafting process is therefore to identify
the economic, social, environmental and ethical expectations of stakeholders. In this
sense, it is possible to identify two possible perspectives to evaluate engagement:

[.  Holistic approach: all stakeholders are equally important, and the company
must be considered responsible for the impact on all aspects considered
important by stakeholders;

II.  Strategic approach: the company that aims to gain or maintain the support
of primarily stakeholders who have the power to influence the achievement
of the company's objectives; in this case the needs of these stakeholders
must be considered as a priority, and only then the company should

consider the needs of others.
The engagement can help organizations to better respond to tactical and strategic

needs by acquiring additional information from stakeholders with an interest in the

company's business and by improving transparency, trust and participation of
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stakeholder groups whose contribution is essential to the medium to long-term success
of the company.

However, including all these actors among the recipients of the information and
involving them in the process of identifying the aspects to be communicated through the
integrated report is a criticality, a challenge for the company that adopts this tool, as it is
not always easy to understand which interests of which stakeholders it is useful to take
into account. Despite these challenges posed by the engagement process and the efforts
needed to achieve it, effective and strategic engagement can help companies to secure
leadership in a complex environment and drive them towards value creation in a more

sustainable economic logic.

Table 3.3: Stakeholder’s engagement benefits
Potential benefits

- Improving company’s learning process through stakeholder participation with higher results
in processes and product efficiency;

- Building trust between organisations and stakeholders;

- More equal and sustainable social development, by giving — to those who have the most merit
and right to be heard - the opportunity to be heard;

- Allowing better risk management and build up greater reputation;

- Inform, educate and affect stakeholders in order to improve making-decision procedures;

- Deeper knowledge of the environment in which the organisation operates;

- Consider all of the resources (know-how, personnel, financial, technological) to resolve
problems and reach objectives that cannot be accomplished by organisations alone.

Source: UNEP, 2005

3.2.4 - Materiality

The first definitions of the concept of materiality were proposed in financial
reporting, as historically more and more importance has been attached to this type of
reporting. Following the definition proposed by Faux (2012), a piece of information
should be considered material if an omission from it or the fact that it is stated incorrectly
in the report may influence the economic behaviour or decision making process of the
user of the report (considered in the economic-financial field as the investor). Whereas,
the Global Reporting Initiative (GRI) considers an information as material when it mirrors
the organization's noteworthy economic, environmental, and social impact or when it

would principally influence the evaluations and decisions of stakeholders. Hence,
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materiality is the threshold at which aspects become sufficiently important that they
should be reported.

However, the main difference between the concept of financial and non-financial
relevance is the difficulty of providing an objective judgement in the latter area. While in
the financial field it is possible to refer to quantitative indices and thresholds to assess the
relevance of an issue, when it comes to non-financial information it is much more
challenging to apply quantitative thresholds. This concept captures a broader concept of
value, as compared to financial information, and it is more difficult to make correlations
between the specific problem and the impact on the value of the company. In addition, it
often cannot be expressed in monetary terms, as there is often no market for the items
represented and, in many cases, it is not possible to use a single parameter to assess
relevance.

The lack of a clear definition of materiality in the non-financial field has
consequently posed a problem for sustainability reports and it still remains a challenge
for integrated reporting, as it also contains this type of information. The complexity of the
issue is further complicated by the IIRC's central emphasis on this principle to ensure that
only relevant information is included in the report and to ensure that the report is also
concise.

Following the definition of the IIRC Framework, the integrated report should
contain information on issues that can have a significant influence on the company's
ability to create value in the short, medium and long term, considering also the effects of
this information on the governance, strategy and performance of the organization. In
addition, as explained in the Materiality Background Paper for the purposes of the
integrated report, an issue is considered relevant, if its significance is such that it could
considerably influence the capital allocation assessments by financial capital providers,
considered by the Framework as the main intended users of the integrated report.
Thence, in order to measure the relevance of a certain matter under assessment, it is in
fact necessary to start from the identification of the intended users of the Framework.

The framework considers providers of financial capital as the first users of the
integrated report, which gives us the opportunity to understand which information is
relevant to the drafting of this document in order to make it as effective as possible (Mio

& Fasan, 2014).
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In order to make the decision-making process that revolves around the concept of
materiality of information easier, the IIRC (materiality background paper, 2013) has
defined a path divided into several steps:

1. Identification: recognizing relevant information through the ability they
have to influence the organization in the creation of value. In this step it is
fundamental to analyse the business model, the value drivers, the issues
recognized during stakeholder engagement and, in general, the factors that
could influence the company's performance.

2. Evaluation: at this point, the information previously identified must be
evaluated in order to ascertain their effect (whether potential or certain)
on value creation. This information must be sufficiently important in terms
of its influence on the value creation process, governance, strategy and
business performance. The IIRC proposes in particular two dimensions to
assess significance, depending on whether the issue addressed is certain (or
has happened in the past) or uncertain. In certain situations, the magnitude
of the influence of the issue should be assessed taking into account both
qualitative and quantitative factors (i.e. the financial, operational, strategic
and reputational prospects, the area and time of realization of the effect).
While, in the second case, in addition to the magnitude itself, the likelihood
of its realization should also be assessed.

3. Inclusion: the information considered relevant will be included in the
integrated report and will be prioritized according to its materiality,
allowing a greater focus on the most important subjects recognized in the
integrated report. This step is carried out by managers who represent

corporate governance.

Subsequently, companies are also suggested to disclose the process through which
materiality has been achieved. This is to improve communication and to allow the users
of the report to understand how the process was conducted, the assessments made and
the methodologies used. The process described so far is extremely important but requires
the selection of a criterion to define the relevance of the issues by those in charge of
making decisions within the company, involving numerous strategic considerations. The

[IRC has decided to leave it up to the companies the identification of specific assessment
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criteria to be applied in concrete cases, leaving a wide margin of discretion to the
integrated report editor in defining the most suitable criteria.

However, this may lead to some shortcomings. First, since more than one
stakeholder category is interested in the integrated report, the recognition of material
issues could lead to low involvement (in contrast to the Framework). This is because
material issues would be addressed first of all for capital providers and then for other
stakeholders. Furthermore, some issues identified could be excluded from the inclusion
process because they are considered dangerous from the point of view of cash flow
generation for investors. In other words, some issues that are considered material for
some stakeholders may be excluded because they are not relevant to capital providers
and, above all, because they could harm and damage the company's reputation if
disclosed.

In order to ensure the reliability and completeness of its integrated report, thus
avoiding damage to certain stakeholders, the role played by internal auditing®’” and
external assurance is becoming increasingly important. The assurance could increase the
value of the company by giving the integrated report greater credibility and transparency,
because it would allow users of the document, who have less information available, to
make decisions based on what is contained in the report itself. In the relevance
assessment process, given the high degree of discretion allowed to companies, assurance
can in fact represent a solution to the problem of reliability of the information included in
the report. The latter can, in fact, guarantee that the process has been implemented
correctly and that all the information has been included in the report (therefore some
information was not excluded on purpose by managers for the damages that these could
cause to shareholders).

Assurance and auditing protect those with an interest in the document from having
to base their choices and evaluations on the good faith of the company and/or its
willingness to provide adequate information. However, it is important to point out that

the assurance, as it is carried out by parties outside the company, is in any case difficult

67 Internal Auditing is an independent and objective assurance and consulting activity aimed at improving
the effectiveness and efficiency of the organization.

It assists the organization in pursuing its objectives through a systematic professional approach, which
generates added value as it is designed to evaluate and improve control, risk management and corporate
governance processes.
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to conduct due to the lack of detailed information, about the company, available to those

who perform the assessments (available only to parties inside the company).

3.2.5 - Information connectivity and the other principles

The guiding principle of information connectivity is another key element that
underpins the logic of integrated reporting and differentiates it from traditional reports.

The IIRC Framework aims to demonstrate, through the integrated report, the
inter-connections between the components of the business model, the exogenous factors
that influence the company, the various resources and relationships that affect the
organization and business performance. Subsequently, a holistic overview has to be
generated in which all the factors, elements and aspects that influence value creation are
listed in order to identify, through the integrated report, organisation's value creation
story. The value extrapolated from the connections between the factors ensures that
together, these elements can be more useful to the reader than taken individually.

The objective of this fundamental guiding principle is therefore to create links and
highlight all the possible relationships that are created between different aspects of the
organization. In this way, the IR illustrates the company's decision-making process and
helps to change the classic separate view of information sorted by business area (i.e.
financial reports).

Surely, this principle brings with it several benefits. First, it improves the external
communication of company data, making the flow of information available to
stakeholders clearer and more transparent, thus encouraging better dialogue. Second,
this principle underpins integrated thinking (Eccles, 2015) because it reduces internal
barriers and encourages greater interaction and cooperation between departments. This
last advantage allows managers to have a multidisciplinary and integrated view of the
company, which allows them to achieve greater business performance.

However, for connectivity to be effective it is not enough to simply sum up the
information and elements available, but rather this information must be reworked and
combined. This process is complex and requires time and energy from those in charge of
this phase (i.e. managers). Moreover, since it is a principle, which is therefore not
mandatory, it acts as a guide for the editorial staff (Eccles & Krzus, 2010). It follows that

the principle of connectivity can be more or less marked considering its complexity.
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Paternostro (2013) has identified three levels of connectivity that can be used in

the drafting of the integrated report:

1. Weak aggregation: the integrated report is built starting from a main report
(usually either the economic-financial report or the environmental and
sustainability report) and then adding secondary information from the
other partial reports; with this method of aggregation, there is no real
process of information integration.

2. Strong aggregation: the integrated report derives from the sum of all the
various partial reports produced by the organization - without the presence
of one, considered as the leading one among them - but each of them
maintains its own identity and can be easily recognized within the
integrated report; not even in this case it can be said to be in front of a real
aggregation.

3. Integration in a narrow sense: partial reports are considered only a source
of information, which is integrated and interpreted differently when it
enters the integrated report and it is no longer possible to identify the

individual partial reports.

In the first two cases we are dealing with a pure summary of the individual reports,
the integrated report in these cases does not respect the principle of connectivity and
does not fully exploit all the potential it contains.

The third level is the only one that consistently represents the concept of
connectivity with high-level information aggregation. The aim is to clarify the concept of
value creation; while partial reports provide specific information on certain topics for
specific stakeholder needs, the integrated report, on the other hand, provides a holistic
and comprehensive view of the value created by an organization.

Other drafting principles recognised by the IIRC framework are conciseness,
completeness, reliability, consistency and comparability.

The concept of conciseness goes hand in hand with the concept of materiality, as
only relevant information has to be included in integrated reporting. In addition, this
document, which is used extensively by all stakeholders, must be compact and not
voluminous such as a financial statement. The key concept is to make it readable and

comprehensible for all stakeholders, while at the same time providing all the relevant
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elements in order to understand the strategy, governance and performance of the
organization. In this regard, completeness aims to integrate all relevant information about
the organisation, both positive and negative, into this report (i.e. there should be no
omissions regarding the company's negative impacts on the environment and society). In
addition, completeness also concerns the communication of all relevant issues related to
the strategy, business model and capitals. This should not exceed the disclosure of
information that could undermine the company's competitiveness, but it should also not
be used as a shield and/or excuse to avoid communicating relevant information.

The reliability of the information often refers to its faithful, truthful and correct
representation; in order to comply with this principle, according to the Framework, it is
necessary to balance®® the information contained in the report and the absence of
materiality errors®®, and therefore to have followed with accuracy the procedure for
determining materiality. This latter principle, as seen above, can be reinforced through
the use of internal auditing and external assurance.

The principle of consistency provided by the IIRC states that reporting policies
must be followed consistently from one period to the next and allows them to change only
if it can lead to an improvement in the quality of the information, although justifying the
reasons for this change and its effects.

Finally, although the information contained in an integrated report differs - due to
the high discretion and dynamism of this report but also because each company has its
own value creation story - from the information contained in other organizations’ IR,
comparability remains a fundamental principle. The IIRC has provided a table of contents
in order to ensure the best possible level of comparability. However, this remains a major
challenge because non-financial information and sustainable performance are not easy to
compare. On the contrary, financial information are more comparable because the

regulations in this field also provide for a structure for the preparation of financial

68 The balance is not to select or present information with biases, in the sense that priority should be given
to the issues deemed most relevant, but not to influence the considerations of the users of the document
simply because certain information is highlighted rather than others. It is therefore essential, through the
use of appropriate ways of representing the information, to give equal weight to both increases and
decreases in capital and also to both organization's strengths and weaknesses.

69 The absence of material errors does not imply that the information provided is always perfect and
accurate but rather implies that the control processes have been applied correctly. Further, if the
information is uncertain or estimated, some clarifications are provided regarding the nature of the
estimation.
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statements (in the Italian case this is regulated by Article 2423 et seq. of the Italian Civil
Code).

3.3 - Value creation fundamental supporting guidelines

Since the first chapter it has been emphasized the fact that the value creation
process is a fast-growing concept in the academic literature. Managers, executives, board
of directors and also companies as a whole should focus their effort in the fully
understanding of this concept, because it could bring benefit all over the business.

Surely in order to demonstrate to all the stakeholders that the organisation is
moving forward this new strand, an optimal tool is the preparation of a consistent, reliable
and transparent integrated report. Clearly this new document requests time, effort and
also commitment to its objectives, because in order to reach all its potential, companies
has to switch their mindset from a cloudy- to a transparent-disclosure perspective. It is
important to specify that the integrated report can bring benefit such as a greater
stakeholder engagement, a higher collaboration among business departments or also a
better risk management. However, the integrated report should not be confused as a value
creation mechanism, because it is mainly a value creation driver that ensure and
demonstrate to all the interested parties that the organisation can create value
throughout its business model, its governance, its supply chain, its vision and mostly from
its future projects. Hence, value creation starts from improving decision-making
processes or i.e. engaging customers in the production processes. In other words,
integrated reports alone, without a deeper understanding of where, when and how
company can create value, cannot be a sustainable and lasting solution.

Starting from this assumption, the traditional reporting standards seems
insufficient to meet the information necessities of several stakeholders (FRC, 2009, 2011).
The increasing concern around this topic has forced companies to supplement their
traditional reports with the reporting of non-financial information through stand-alone
sustainability reports, corporate social responsibility (CSR) reports or within the annual
reports (Cheng et al.,, 2014). To support and facilitate stakeholders in understanding the
information provided, often in an overwhelming manner, the IIRC proposed the
aforementioned integrated reporting framework. A number of countries have fully
embraced this type of reporting. South Africa has been the first country to render the

integrated report mandatory for listed companies on the Johannesburg Stock Exchange.
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Then a number of stock exchanges, including Sao Paulo, Singapore and Copenhagen have
introduced some requirement relating to environmental, social and governance
reporting. Step forward, in a recent reform, has also been made by France requiring

companies to disclose environmental and social issues.

3.3.1 — Accounting for sustainability

The misalignment between investors and corporations on environmental, social
and governance (ESG) related disclosures is wide as ever, since the increasing importance
around long term value creation plans given by investors in order to support long term
risk assessment (PricewaterhouseCoopers, 2019).

This comes from the disclosure of ESG issues in an inconsistent manner that makes
complex for investors to support investment decision.

Delivering, providing and disclosing reliable and consistent long-term value
creation plans - that underlines growth opportunities but also related risks - assumes
now more than ever a crucial significance.

Companies that implement risk management procedures, which consider wider
industry, regulatory and societal risks, are more probable to experience long-term
sustainable performance. Yet, many corporations are still unclear on ESG data because
they do not know what information the stakeholders - including investors - want. The
evolution and adoption of ESG are allocated into three categories
(PricewaterhouseCoopers, 2019) that divide companies based on their ESG integration:

1. Front runners: represent leading companies which have recognized ESG
related risks and opportunities and have embedded them into their long-
term value creation story. These forward-thinking organisations are
integrating values, goals and measures into business strategy to alleviate
ESG risks and they are seeking for related opportunities to innovate and
reduce costs.

2. Middle tiers: represents companies that have integrated ESG issues into
company’s risk management procedures. Yet, they do not well-disclose
these issues outside the company. Generally, they have robust
sustainability report which are difficult to read and comprehend and

sometimes they suffer also from lack of credibility.
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3. Laggards: represents companies that do not dedicate enough attention to

ESG issues, which may impact their businesses.

Lack of integration and consideration of ESG risks can be highly dangerous.
Extreme climate events could affect operations; a cyber breach might threaten data; a
lawsuit over gender discrimination or product quality could impact the brand and the
bottom line. If such risks become reality, corporates, investors and also stakeholders
would suffer.

If corporates implant ESG elements into their global strategy and risk surveillance
analysis, they will be better capable to disclose their risk mitigation and value creations
story. Thus, shaping the storyline around their brand and practices. “A company’s ability
to manage environmental, social and governance matters demonstrates the leadership
and good governance that is so essential to sustainable growth, which is why we are
increasingly integrating these issues into our investment process”?”.

ESG risks are correlated to the Sustainable Development Goals’! (SDGs), also
known as the planet goals, which has been implemented by all United Nations member
states in 2015 as a global call to action to end poverty, protect the planet and guarantee
that all people enjoy peace and prosperity by 2030. The SDGs are seventeen and are
interrelated between each other, which means that actions in one area will have
influences in others area and these characteristics have to balance social, economic and
environmental sustainability. Thereby the SDGs are the goals towards a better planet in
which companies has to move forward. Hence, they represent the starting point for the
ESG risks evaluation and the consideration that has to be made by organisations

whenever preparing and publishing a sustainability or integrated report.

70 Larry Fink (BlackRock CEO) in the annual letter to CEOs, available at:
https://www.blackrock.com/corporate/investor-relations/2018-larry-fink-ceo-letter
71 For more information visit: https://sustainabledevelopment.un.org/#

107



NO GOOD HEALTH QUALITY GENDER

g‘; i} AND WELL-BEING EDUCATION EQUALITY
SUSTAINABLE e o :
DEVELOPMENT JEAR. |!!| l
GIALS

CLEAN WATER DECENT WORK AND INDUSTRY, INNOVATION 1 REDUCED
AND SANITATION ECONOMIC GROWTH ANDINFRASTRUCTURE INEQUALITIES

N
(=)

v

RESPONSIBLE 1 CLIMATE 1 LIFE 1 LIFE 1 PEACE, JUSTICE
GONSUMPTION ACTION BELOW WATER ON LAND ANDSTRONG
ANDPRODUCTION INSTITUTIONS

1 PARTNERSHIPS
FOR THE GOALS

¥ | B

Figure 3.2: Sustainable Development Goals
Source: SDGs website (2020)

3.3.2 — Instruments and quidelines for social reporting

In order to testify the company's ethical behaviour (i.e. respect for human rights,
environment, working conditions etc.) different international systems has been provided
to businesses:

1. The Code of Conduct: it is a document, adopted on a voluntary basis, which
contains all the rules of conduct of the company, the principles governing
relations with its stakeholders (rights, duties and responsibilities of the
company) and the rules of conduct for employees.

2. SA8000 Certification’?: the social accountability 8000 is a global
certification program, which provides a general framework, allowing
organisation from any country and operating in any industry to validate
their dedication to the fair treatment of workers. This certification program
ensures the control of supply chain and production processes working
conditions with respect to the rules on child labour, workers' health and
safety, freedom of association and the right to collective bargaining,

discrimination, working hours, wages and human resources management.

72 For more information visit: https://sa-intl.org/programs/sa8000/
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3. UN global compact’?: it is an initiative of the United Nations created to
encourage companies around the world to adopt sustainable policies in
compliance with corporate social responsibility and to make the results of
the actions undertaken public. It is a framework that brings together ten
principles in the areas of human rights, labour, environmental
sustainability and anti-corruption. Through the Global Compact companies
are working with UN agencies, trade union groups and civil society.
Currently, companies joining the program are 10833 coming from 156
countries.

4. Ethical indicators: measure the performance and social and environmental
commitment of companies that invest in sustainability. Among the main
ethical indices, there are the Dow Jones Sustainability Index, the
Ftse4Goods Index, the Ftse Ecpi Italia and the new Long-Term Value
Creation (LTVC) index launched in 2016 by S&P Down Jones. Companies
are included in these indices following an assessment based on ESG
(environmental, social and governance) criteria.

5. OECD guidelines for multinational enterprises’*: this is a set of guidelines for
multinational companies to stimulate their positive contribution to

economic, environmental and social progress.

To improve and make social reporting more functional, homogeneous and
comparable, also at international level, a number of guidelines have been developed,
which serve as useful points for reference for the preparation of social reports,
sustainability reports and integrated reports. Among the main initiatives, we find:

1. GRI Standards: designed for sustainability reporting are proposed by the
Global Reporting Initiative, a network established in 1997 and now a world
leader in the development of sustainability reporting guidelines. The GRI
standards contains principles and reporting criteria for the creation of a

sustainability and they represent the leading global standards to report on

73 For more information visit: https://www.unglobalcompact.org
74 OECD guidelines for multinational enterprises (2011  edition) available at:
http://www.oecd.org/daf/inv/mne/48004323.pdf
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economic, environmental and social impacts in order to monitor the
economic, environmental and social performance of an organization.

2. ISO 26000 guidelines: international standard that defines rules and
principles to contribute to sustainable development and methods for the
integration of social responsibility in the organization. It deals with
corporate governance, human rights, working conditions, the environment
and aspects related to management practices, consumers and community
development.

3. AA1000 Standards’>: are principles-based Standards and Frameworks,
which identify the guiding principles to be respected in social reporting,
with the aim of stimulating greater transparency of companies towards
their stakeholders and demonstrating leadership and performance in
accountability, responsibility and sustainability.

4. IIRC framework: it aims to create a shared reporting model that integrates
economic and non-accounting information. It establishes the guiding
principles, contents and fundamental concepts for the creation of an
integrated report, focused on the creation of value in the short, medium and
long term and that enhances the conciseness, strategic focus, future
orientation and connectivity of information and capital and integrated

thinking within the organisation.

3.3.3 — GRI standards

The GRI standards are proposed to improve the world information comparability
and quality on economic, environmental and social impacts, thus allowing greater
transparency and accountability of organizations. The report produced in accordance
with GRI standards should deliver a well-adjusted and fair representation of a company’s
positive and negative influences towards the development of a sustainable objective. A

report based on the GRI standards is required to include a GRI content index which is

75 For more information visit: https://www.accountability.org/standards/

110



accessible in one location and includes the page number or URL7® for all information
reported (GRI 101: Foundation, 2016).

An organization can also adopt particular GRI Standards, or parts of their content,
to report detailed information (see Figure 3.3). GRI standards are composed by four

series:

1. The universal standards (100 series): it includes three universal
standards’’ (GRI 101, 102 and 103) whose set out the reporting principles
for defining report content (101), quality (101), they report contextual
information about an organization’s profile, strategy, ethics and so on (102)
and report information about how an organization manages a material
topic.

2. The economic standards (200 series): it comprises seven standards from
201 to 207 which are used to report information on an organisation’s
impact related to economic topic (GRI 201: economic performance, GRI
205: anti-corruption, GRI 207: tax).

3. The environmental standards (300 series): it comprises eight standards
from 301 to 308 which are used to report information on an organisation’s
impact related to environmental issues (i.e. GRI 302: energy, GRI 305:
emission, GRI 306: waste).

4. The social standards (400 series): it comprises nineteen standards from
401 to 419 which are used to report information on an organisation’s
impact related to social issues (GRI 401: employment, GRI 406: non-

discrimination, GRI 412: human rights assessments)

The Reporting Principles are fundamental to accomplishing high quality
sustainability reporting. For a company it is mandatory to employ the Reporting
Principles if it desires to declare that its sustainability report has been prepared in

harmony with the GRI Standards. The Reporting Principles are divided into two groups:

76 The term Uniform Resource Locator (URL), in telecommunications and computer terminology, is a
sequence of characters that uniquely identifies the address of a resource on a computer network, such as a
document, an image, a video, typically present on a host server and made accessible to a client.

77 GRI 101: Foundation, GRI 102: General discolusre, GRI 103: Management approach.
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principles for defining report content and principles for defining report quality (see table

3.4).

Table 3.4: GRI reporting principles

Reporting principles for defining report
content:

To help organisation deciding which content
include in the report. This involves
considering the organisations’s activities,
impacts and stakeholders’s expectations.

Reporting principles for defining report
quality:

To guide choices on ensuring the quality of
information disclosed in the report. They are
fundamental for stakeholders in order to
allow them to make sound and well
assessments of an organisation.

Stakeholder inclusiveness
Sustainability context
Materiality

Completeness

- Accuracy

- Balance

- Clarity

- Comparability
- Reliability

- Timeliness

Source: GRI 101 (2016)

Number and title of
disclosure

Reporting requirements

Disclosure 302-4
Reduction of energy consumption

Reporting requirements a.

* The disclosure itself
has the required
information to report

""""" Disclosure b.

302-43

steam, or all.

* Some disclosures have d.

The reporting organization shall report the following information:

Amount of reductions in energy consumption achieved as a direct result of conservation
and efficiency initiatives, in joules or multiples.
. Types of energy included in the reductions; whether fuel, electricity, heating, cooling,

. Basis for calculating reductions in energy consumption, such as base year or baseline,
including the rationale for choosing it.

Standards, methodologies, assumptions, and/or calculation tools used.

additional requirements
on how to compile this

When compiling the information specified in Disclosure 302-4, the reporting organization shall:
exclude reductions resulting from reduced production capacity or outsourcing;

describe whether energy reduction is estimated, modeled, or sourced from direct
""" measurements. If estimation or modeling is used, the organization shall disclose

When compiling the information specified in Disclosure 302-4, the reporting organization should,
if subject to different standards and methodologies, describe the approach to selecting them.

information 274
272

Reportlng . the methods used.
recommendations
Actions that are = ieeeeseessessinnnnn Reporting recommendations
encouraged, but not 28
required .

Ca L sssssscsscccssescesecssesssens Guidance
Guidance

Typically includes
background information,
explanations and
examples

Guidance for Disclosure 302-4

The reporting organization can prioritize disclosing
reduction initiatives that were implemented in the
reporting period, and that have the potential to
contribute significantly to reductions. Reduction
initiatives and their targets can be described in the

The organization can report reductions in energy
consumption by combining energy types, or separately
for fuel, electricity, heating, cooling, and steam.

The organization can also provide a breakdown
of reductions in energy consumption by individual
initiatives or groups of initiatives.

management approach for this topic.

Reduction initiatives can include:

process erCSIgﬂ;

conversion and retrofitting of equipment;

changes in behavior;

operational changes.

Figure 3.3: Example page from a topic specific GRI standard
Source: GRI 101 (2016)
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3.3.4 - 150 26000

ISO is the world’s largest developer of voluntary International Standards.
International Standards deliver specifications for products, services and good practice
with the aim to help industry in becoming more efficient and effective. It has been
developed through global consensus and it helps to break down barriers to international
trade (GRI G4 and ISO 26000, 2010).

Since it was founded in 1947, ISO has published more than 19 500 International
Standards concealing almost all aspects of technology and business. From food safety to
computers, from agriculture to healthcare. ISO encompasses a network of national
standards bodies representing over 160 countries from all over the world, with presence
in developed, developing and transitional economies. ISO standards provide support to
all three dimensions of sustainable development - economic, environmental and societal
- and they draw on international consensus from the broadest possible base of
stakeholder groups. Even though they are voluntary, ISO standards are broadly esteemed
and applied by public and private sectors around the world.

ISO 26000 is envisioned to support organisations in assisting the sustainable
development. It inspires them to go beyond legal compliance, identifying that compliance
with the law is an important responsibility of any organization and a crucial part of their
social responsibility programme. The standard looks forward to promote a shared
understanding of social responsibility while complementing - but not substituting - other
existing tools and initiatives. When applying ISO 26000, organisations should deal with
societal, environmental, legal, cultural, political and organizational diversity as well as
differences in economic conditions, while being consistent with international norms of
behaviour.

ISO 26000 enables direction for all types of organisation, independently of their
dimension or location. It gives principles and practices relating to social responsibility, it
provides guidance in core subjects and issues of social responsibility, further it improves
stakeholder engagement, communication and performance accomplishments.

This certification brings benefits along the adoption: competitive edge, reputation,
customers loyalty, employees’ attraction and retention, higher perception from investors,
and also better relationships management among companies, government, media,

suppliers etc. (Discovering ISO 26000, 2018).
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3.4 - NVivo content analysis on sustainability framework

After having displayed the most widely accepted and adopted framework on
sustainability report, the following paragraphs are going to analyse the interconnections
between some of these frameworks in order to extrapolate in a systematic manner, thanks
to NVivo software, what firms should disclose and in which way.

The frameworks imported in NVivo were the IIRC framework and the universal
standards frameworks (i.e. GRI 101, GRI 102 and GRI 103). The underlying reason for this
choice was that they are, academically and practically speaking, the leading and most
followed principles for disclosing companies’ ESG information.

Likewise, as in the second chapter, it has been developed a coding structure based
on the nodes, which have been considered important for the analysis and outcome

desired. Hereafter the coding structure:

A_Value creation
A.01_Communication
A.02_Transparency
A.03_Content elements

A.04_Capitals

B_Objectives
B.01_Integrated thinking
B.02_Comparability
B.03_Stakeholder connection
B.04_Relationships
B.05_Accountability

C_Principles
C.01_Future orientation
C.02_Information connectivity
C.03_Stakeholders relationships
C.04_Materiality
C.05_Conciseness

C.06_Accuracy and reliability
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C.07_Comparability

The "A_Value creation” node classifies portion of text based on its child nodes (i.e.
A.01_Communication, A.02_Transparency etc.), this step means that frameworks have
been examined in order to seek for information that could bring added value for
companies. It is important to consider that these frameworks are principles based and
thereby they only provide guidance in how to report particular information. However,
information disclosure can represent a value creation opportunity if pursued correctly.

The "B_Objectives" node contains the principal objectives identified through the
frameworks coding procedure. The lower level nodes (i.e. child nodes) are therefore the
objectives that have been proposed by the IIRC and GRI in support of the integrated and
sustainability reporting perspective.

The "C_Principles" node has been created to distinguish which are the principles
of each framework with the aim to afterwards develop a comprehensive mixture of
principles arising from different framework. The lower level nodes are precisely the
principles founded in the frameworks; each one should then comprehend different
perspective. For example, the expectations for C.04_Materiality is to recognize different
methodologies and modality regarding this principle which then could be assembled in
order to be accepted by each framework.

Subsequently the development of the coding structure, it has been conducted a
word frequency query (see figure 3.4 and Table 3.5). This query has been carried out
automatically by NVivo and it quickly shows the most frequent words used in the
frameworks examined. The query provides the first glimpse of what it is contained in
these reporting disclosures. Furthermore, the first five words (i.e. organization, report,
reporting, information, standards) concern the standards of information reporting by

organisations.
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Table 3.5: Top 10 Words frequency number and weighted percentage

Word Count Weighted percentage
organization 825 3,07%
Report 623 2,32%
Reporting 541 2,02%
Information 440 1,64%
Standards 324 1,21%
Disclosure 312 1,16%
Disclosures 212 0,79%
Integrated 203 0,76%
Material 201 0,75%
Topic 175 0,65%

Source: NVivo and author’s elaboration
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3.4.1 - Framework principles and objectives

After having carried out completely the coding procedure, each node has been
exported in word files. This has allowed the author to better visualize the portion of text
highlighted during the coding process which are also differentiated upon their nodes
making easier to compare similar principles, objectives or content elements between
different frameworks. Hereafter are going to be presented the main principles and
objectives that the author has identified, and which companies should give attention in
order to strongly improve their disclosing process of value creation related information.
Every following assumption is based upon the frameworks and the author’s elaboration.

Firstly, it is important to display which are the key principles and objectives in
accordance to all of the frameworks. Afterwards, are going to be listed the elements that
a sustainability or integrated report have to report in order to reach a higher quality and
efficiency.

Strategic focus and future orientation are the keys on how should be drafted a
sustainability report. The latter should provide insights into the company’s strategy, and
how it affects the company’s capability to create value in the short, medium, and long
term7’8. Thereby, the scope is to disclose the company’s goals in relation to broader
concept of sustainability. This includes describing its past performance but mostly the
future company’s orientation in order to improve and align its performance to its goals.
The overall exhibition of the report’s content is expected to deliver an unbiased
representation of the company’s performance. Moreover, an integrated report should
show a holistic picture of the mixture, correlation and dependencies between the
elements that influence the company’s aptitude to create value over time.

While deciding the composition of the report, the company has to consider the
realistic expectancies and interests of its stakeholders. Stakeholder involvement can
assist companies in understanding the rational prospects and interests of stakeholders,
as well as their information needs. Typically, this process includes routine involvement to
update stakeholders about ongoing activities and business processes. Thus, an integrated
report or a sustainability report should also present information related to the nature and
quality of the company’s relationships with its stakeholders, also disclosing how and to

what extent the company comprehends, considers and reacts to their reasonable needs

78 See subparagraph Business model architecture in the first chapter (i.e. 0’Cass & Ngo, 2011; Chesbrough,
2018).
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and interests. Hence, value is not created by or within a company alone, but it is generated
also throughout relationships with others as also described by the literature’®. The GRI
101 explain that “stakeholders are defined as entities or individuals that can reasonably
be expected to be significantly affected by the reporting organization’s activities,
products, or services; or whose actions can reasonably be expected to affect the ability of
the organization to implement its strategies or achieve its objectives. This includes, but is
not limited to, entities or individuals whose rights under law or international conventions
provide them with legitimate claims vis-a-vis the organization”. Nevertheless, this does
not imply that this kind of report should try to satisfy all of the stakeholders’ information
needs.

In any case whenever these interactions, activities and relationships are material
to the company’s capability to generate value, they have to be comprised in the integrated
report. An amalgamation of interior and exterior elements (i.e. company’s mission,
strategy and the stakeholders’ concerns) can be examined when measuring whether or
not a topic is material. Materiality also deals with societal expectations and by the
company’s influence from upstream entities, i.e. suppliers, to downstream entities, i.e.
customers. The principle also considers the interests expressed in international
standards to which the company has to comply. Relevant topics, which generally merit
incorporation in the report, are those that can potentially reflect either the business’
economic, environmental and social impacts or the stakeholders’ decision-making
process. The GRI 101 sustains that impact, in this context, regards to the magnitude effect
a company has into the economy, the environment and/or society, either positive or
negative. Therefore, integrated report supports a more interconnected and consistent
methodology to corporate reporting that drafts upon different reporting strands and
discloses the full assortment of factors that substantially influence the capacity of a
company to create value over time.

It is also crucial the timeliness of reporting, besides the usefulness of information
is strictly tight to whether it is accessible in time for stakeholders to support their
decision-making. Consistency in the reporting frequency and in the length of reporting

periods is also fundamental to enable the comparability and the accessibility of

79 See subparagraph Stakeholders value and relationships management in the first chapter (i.e. Garcia-
Castro & Aguilera, 2015; Lazcko et al., 2019; Garriga, 2014).

118



information over time. Moreover, this type of reporting is a concise communication that
includes sufficient elements to understand the company’s strategy, governance and
prospects in the external environment context without being encumbered with less
relevant information. This can lead to some completeness (i.e. cost/benefit, competitive
advantage, future oriented information) issues which consists in determining the extent
of information released and its level of accuracy and correctness. It is crucial that those
who have to read the report can find the information they want without incurring in
unreasonable difficulties. In order to disclose a comprehensive report, graphics and data
tables represents a viable way that can support stakeholders in make it more accessible
and understandable.
There are two possibility for drafting a report in accordance with GRI standards:
1. Core: this possibility specifies that the report comprises the minimum
information needed to understand the nature of the company, its material
topics and related impacts, and how the latter are managed.
2. Comprehensive: this option is built on the core by demanding additional
disclosures on the company’s strategy, ethics and integrity and governance.
Moreover, it is asked to the company to report more considerably the
impacts related to the material topics identified, which are covered by the

GRI standards.

Companies should disclose the list of material topics®? covered in the report and
its topic boundaries®!. In making projections on forthcoming impacts (both positive and
negative), the inserted information is expected to be established on judicious forecasts
that mirror the likely size and nature of impacts. Notwithstanding, such forecasts are by
description subject to uncertainty, thereby companies should clearly report the
limitations of their forecasts in order to apprise their stakeholders in a transparent

manner.

80 The topics covered in the report are estimated to be adequate to reproduce the firm’s noteworthy
economic, environmental and/or social impacts, and to empower stakeholders in evaluating the firm.

81 Topic Boundary is a picture of where the impacts arise for a material topic and the firm’s connection with
those impacts. Firms might be involved with impacts either through their own actions or as a consequence
of their business relations with other entities. A firm arranging a report in accordance with the GRI
Standards is expected to report on impacts it contributes to and also on impacts that are directly related to
its activities, products or services through a business rapport.
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At this point emerges the concept of reliability (often related to faithful
representation), which is fostered - according to the framework - by instruments such as
internal control, reporting system, stakeholder engagement, internal audit and external
assurance. Furthermore, preserving an audit trail, when formulating an integrated report,
supports senior management and those charged in the report review to exercise clearer
judgements on whether information is sufficiently reliable to be included.

Reliability is not represented only by a faithful representation, indeed consistency
over time represents quality, accuracy, comparability and thereby reliability of
information. Thus, itis important to follow the adopted reporting policies from one period
to another, this includes, for example, reporting the same key performance indicators
(KPIs). Besides, if an important change has been made, the company has to clarifies the
reason for the modification, describing also, if possible, its effect. Moreover, when the
change occurs, the frameworks suggest also to present, alongside the new approach, a
restatement of historical data, consequently ensuring that information and comparisons
are reliable and meaningful over time.

“A balanced integrated report has no bias in the selection or presentation of
information. Information in the report is not slanted, weighted, emphasized, de-
emphasized, combined, offset or otherwise manipulated to change the probability that it

will be received either favourably or unfavourably”82.

3.4.2 -What firms should do

In this subparagraph it has been made a qualitative analysis based upon the
extracted word files coming from the “A_Value creation” node. Hence, the analysis should
provide insights to managers, researchers and stakeholders on what firms should
disclose.

The major intent of an integrated report is to explain to investors how an
organisation creates value over time. However, it is not the intent of this kind of report to
quantify or monetize the value of a company at that moment or the value it creates over
an interval of time. It is only a driver that aims to provide awareness about the company’s
external environment, resources and relationships and the interaction between the

external environment and the capitals (i.e. financial, manufactured, intellectual, human,

82 The International IR framework, p.21.
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relationship, natural) employed, because not all capitals are equally applicable or relevant
to all companies. Thus, quantitative indicators, such as KPIs, can support higher
comparability and are especially beneficial in reporting against targets previously settled.
Furthermore, the report offers observations about how an organisation has composed its
leadership structure, comprising skills and diversity (e.g, gender, competence,
experience etc.) of those charged with the governance and at managerial level.

The link between sustainability and company’s strategy should be well-defined
through the report, the GRI standards have created a shared language for companies and
stakeholders through which the relationship between companies and external
environment can be disclosed in a common manner. These disclosures, in accordance to
the principle of the IIRC and the GRI standards, provide an outline of a company’s size,
geographic location and activities, always with the ultimate goal of supporting
stakeholders in comprehending company’s economic, environmental and social impacts.

The qualitative analysis through the software has allowed the author to see clearly
what firms should disclose in accordance to the IIRC framework and the GRI standards.
This consists in determining how to prepare an integrated report that is really helpful,
efficient and comprehensible by all the stakeholders and providers of financial capital, in
order to display company’s performance towards long term value creation. The following
tables, from 3.6 to 3.10, are going to explain which question and also which elements
should be considered whenever preparing an integrated report based on the IIRC
framework and the GRI standards. The frameworks establish a guideline based on
principles but also on precise content elements that have to be integrated in the
preparation of the report. In order to be more comprehensive, instead of creating a unique
table, it has been decided to divide the table per macro area, i.e. business model,
governance, external environment, risk management and presentation. The latter (see
table 3.10) is related to the general information and outlook that the integrated report
should have once delivered, while the others macro areas are more specific within

company’s activities and organisation.
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Table 3.6: Business model content elements

Business model area

Specific area

Questions and recommendations

Content elements

It should be defined the company’s mission, vision,
culture, values and ethics.

- Description of the
organization’s

. activities.
Where does the company want to go and how does it
intend to get there? - Quantity of
: : . roducts or
Strategy The extent to which the business model relies on revenue p ) ded
. o . services provided.
generation after the initial point of sale (e.g., extended P
warranty arrangements or network usage charges).
The resource allocation plans the company has to
implement its strategy.
What are the specific risks and opportunities related to | - Geographic
the BM that affect the company’s ability to create value in locations where
. the short-, medium- and long-term? roducts and
Risks and i Services are offered
.. How is the company dealing with them? '
opportunities - Sectors served.
- Types of customers
and beneficiaries.
How the organization differentiates itself in the | - Primary brands,
marketplace (e.g., through product differentiation, products, and
market segmentation, delivery channels and marketing). services.
The capacity of the business model to adapt to changes | - Explanation for any
o e.g, in the availability, quality and affordability of banned in certain
Competitive ( & - o, 4 ty y
inputs) and maintain the competitiveness. markets.
advantage Company’s differentiation based upon the role of
innovation, how the organization develops and exploits
intellectual capital and the extent to which
environmental and social considerations have been
embedded into the organization’s strategy to give it a
competitive advantage
To what extent has the organization achieved its strategic | - Net sales (for
objectives for the period and what are its outcomes in private sector
Performance terms of effects on the capitals? organizations) or

How it will measure achievements and target outcomes
for the short, medium and long term.

net revenues (for
public sector
organizations).

Source: Author’s elaboration
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Table 3.7: Governance content elements

Governance area

Specific area

Questions and

recommendations

Content elements

Leadership

structure

- How does the company’s
governance structure
support its ability to create
value in the short, medium
and long term?

- How 1is the ownership
composed?

Total capitalization  (for private sector
organizations) broken down in terms of debt and
equity.

Committees of the highest governance body.

Committees responsible for decision-making on
economic, environmental, and social topics.

Process for delegating authority from the highest
governance body to senior executives and other
employees.

Composition of the highest governance body.

Organisation

overview

- What does the company do
and what are the
circumstances under
which it operates?

- What is the company’s
operating structure?

- Employee morale,
organizational reputation.

Nature of ownership and legal form.

Total number of employees, by gender e by region
also considering the contract type.

Identity and percentage of ownership of the largest
shareholders.

Processes for consultation between stakeholders
and the highest governance body.

Practices

- The responsibility that
those charged with
governance  take  for
promoting and enabling
innovation

- How remuneration and
incentives are linked to
value creation in the short,
medium and long term.

A description of governance mechanisms in place
specifically to manage these risks and
opportunities.

A description of internal and external mechanisms
for seeking advice about ethical and lawful
behavior, and organizational integrity.

Remuneration policies.

Reporting concerns about unethical or unlawful
behavior, and organizational integrity

Source: Author’s elaboration
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Table 3.8: External environment content elements

External environment area

Specific area

Questions and recommendations

Content elements

- It should be reported the principal
activities and markets, the competitive
landscape and also the market positioning.

- Market forces, such as the
relative strengths and
weaknesses of competitors and
customer demand.

Market Factors, such as threat of new competitors,
substitute ducts, the b ini .
products, the ar_gammg POWET_ Market segmentation.
of customers and suppliers and the
intensity of competitive rivalry, are
important elements to consider.
- Economic stability, globalization, and | - Alist of the main memberships
industry trends. of  industry or other
. . . associations, and national or
- Legal, commercial, social, environmental ot d : d
- internationa advocac
Economic and political factors that affect the o y
e ) organizations.
organization’s ability to create value in the
conditions short, medium or long term. They can affect
the organization directly or indirectly (e.g.,
by influencing the availability, quality and
affordability of a capital that the
organization uses).
- The speed and effect of technological | - Company’s positive and
change. negative contributions
. . . towards sustainable
. - Societal issues, such as population and
Environmental, . . development.
demographic changes, human rights,
social and health, poverty, collective values and | - A list of externally developed
hnolosical educational systems. economic, environmental and
technologica . i social initiatives the company
- Environmental challenges, such as climate d
endorses.
challenges change, the loss of ecosystems, and

resource shortages as planetary limits are
approached.

- The impact of sustainability
trends, risks, and
opportunities.

Source: Author’s elaboration

124




Table 3.9: Risk management content elements

Risk management area

Specific area

Questions and recommendations

Content elements

- Specific processes used to make strategic decisions
and to establish and monitor the culture of the
organization, including its attitude to risk and
mechanisms for addressing integrity and ethical
issues.

- Description of key
impacts, risks, and
opportunities.

- Description of the most

important
Monitoring - Particular actions those charged with governance sustainability risks and
have taken to influence and monitor the strategic opportunities.
direction of the organization and its approach to risk
management.

- How the organization’s culture, ethics and values are
reflected in its use of and effects on the capitals,
including its relationships with key stakeholders

- Outputs of production, such as by-products and waste, | - Total = number  of

. including emissions. suppliers engaged
Production 8 PP 828
- Geographic location of
suppliers.

- Material risks, opportunities and outcomes | - A list of all entities
attributable to or associated with entities that are included in the
included in the financial reporting entity, are reported company’s

Other on in the organization’s integrated report. consolidated financial
: o . statements or
P - Risks, opportunities and outcomes attributable to or .
entities . . . equivalent documents.
associated with other entities/stakeholders are
reported on the integrated report to the extent they
materially affect the ability of the financial reporting
entity to create value.
- An explanation of the uncertainty. - Changes in the
. . location, the structure
- The range of possible outcomes, associated ) i
. . ) . and relationships
assumptions, and how the information could change if 1 de th l
. ) alongside the su
the assumptions do not occur as described. .g PPy
chain.
Tobi - The volatility, certainty range or confidence interval Ch in the locati
. . . . ) - Changes in the location
opic associated with the information provided. & i
L. or changes in
uncertainties

- If key information about the matter is considered
indeterminable, disclosure of that fact and the reason
for it.

- If significant loss of competitive advantage would
result, disclosures of a general nature about the
matter, rather than specific details.

operations, (i.e. facility
openings, closings, and
expansions).

- Changes in the share
capital structure and
other capital.

Source: Author’s elaboration
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Table 3.10: Presentation content elements

Presentation area

Specific area

Questions and recommendations

Content elements

Materiality

How does the organization determine what
matters to include in the integrated report and
how are such matters quantified or evaluated?

A summary of the organization’s materiality
determination process.

A description of the reporting boundary and
how it has been determined.

A summary of the significant frameworks and
methods used to quantify or evaluate material
matters.

Company’s approach to risk
management in operational
planning, or when developing
and introducing new products.

Main challenges and targets for
the next year and goals for the
coming 3-5 years.

Summarizing targets,
performance against targets,
and lessons learned for the
current reporting period.

Outlook

What challenges and uncertainties are the
organization likely to encounter in pursuing its
strategy, and what are the potential
implications for its business model and future
performance?

Quantitative indicators with respect to targets
and risks and opportunities, explaining their
significance, their implications, and the
methods and assumptions used in compiling
them.

KPIs that combine financial measures with
other components (e.g., the ratio of greenhouse
gas emissions to sales).

It may also provide lead indicators, objectives,
relevant information from recognized external
sources, and sensitivity analyses.

If forecasts or projections are included in
reporting the organization’s outlook, a
summary of related assumptions is useful.

Significant frameworks and methods used to
quantify or evaluate material matters included
in the report (e.g., the applicable financial
reporting standards used for compiling
financial information, a company-defined
formula for measuring customer satisfaction,
or an industry-based framework for evaluating
risks)

A statement from the most
senior decision-maker of the
organization (such as CEO,
chair,

or equivalent senior position)
about the relevance of
sustainability to the
organization and its strategy for
addressing sustainability.

Strategic priorities and key
topics for the short and
medium-term with respect to
sustainability.

Key events, achievements, and
failures during the reporting
period.

Expectations and interests of
the company’s stakeholders.

Prioritization of key economic,
environmental, and social

topics according to their
relevance for long-term
organizational strategy and

competitive position.
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General

information

The organization’s effects (both positive and
negative) on the capitals, including material
effects on capitals up and down the value chain.

The state of key stakeholder relationships and
how the organization has responded to key
stakeholders’ legitimate needs and interests.

The linkages between past and current

performance, and between current

performance and the organization’s outlook.

Presented with the corresponding targets,
forecasts or projections for two or more future
periods.

Presented for multiple periods (e.g., three or
more periods) to provide an appreciation of
trends.

Presented against previously reported targets,
forecasts or projections for the purpose of

Name of the organization.

Location of the organization’s
headquarters.

Number of countries where the
company operates.

Names of countries where it has
significant operations.

Total assets.

General description of the

company’s supply chain.
Supply chain’s sector-specific
characteristics, such as how

labor intensive it is.

A list of stakeholder groups
engaged by the organization.

An explanation of how the

accountability. company has implemented the

Reporting Principles for
defining report content.

Source: Author’s elaboration

Each of the area that has to be encompassed in the integrated report should also
be designed following a priority. This means that the integrated report should focus
towards the areas that the company is moving forward (i.e. gender gap, strategy,
innovation, sustainability etc.) in order to be consistent with its strategy and to avoid to
prepare an integrated report that seems to be just a disclosure without a real
commitment. This is in line with the concept of materiality, indeed the materiality
matrix® is an immediate representation of the importance that each topic has inside the
company’s strategy. Therefore, consistency with the number of pages dedicated and the
performance obtained in each topic represents a measure to assess the reliability and

validity of the integrated report itself.

3.4.3 — Concept map and conclusions

The following figure (see Figure 3.5) represents a concept map obtained thanks to

the software NVivo and the author’s elaboration. It expresses the interconnectedness

83 This is a figure that represents graphically each area of innovation and sustainability approach that the
company is pursuing.
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existing between principles, objective and different frameworks. It gives an immediately
input on what each framework tries to pursue in order to enhance corporate reporting in
terms of integrated reporting, always looking forward long term value creation

expectations and goals.

The code

of conduct

SA8000 AA1000
certification standards

Other UN global

S0 EEE frameworks compact

Capitals Communication

Value

creation
Content

Transparenc
elements P y

Accuracy

Integrated

thinking Comparability Accountability

Reliability
IIRC GRI
framework standards

Materiality

Connectivity
of information

Sustainability

Tlmeliness context
A 4

Stakeholder
relationships

Figure 3.5: Concept map

Source: NVivo
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In the above figure it is possible to notice that the GRI standards and the IIRC
framework have in common a lot of principles and objectives (i.e. accuracy, comparability,
reliability etc.), while they have particular principles such as integrated thinking
regarding IIRC or Sustainability context regarding GRI, that distinguish the approach
adopted by each one. The IIRC is most focused on developing a framework for an
integrated report preparation in relation of integrated thinking, connectivity of
information and stakeholder engagement and protection. Whereas, the GRI standards are
more focused on delivering precise standards on what to disclose in sustainability report
or stand-alone report, disregarding the form but giving practically insights on what to
integrate in these reports, with a strong focus on economic, environmental, social aspects.

In this chapter it has been pointed out that the integrated report is characterized
by being a reporting system based on principles, rather than on rigid rules and in which a
wider discretion is left to the reporter in the correct application of the principles
compared to traditional economic-financial reports, in which rigid and mandatory
schemes are provided to represent the information. This has the advantage of allowing
companies to highlight some particular aspects of the value creation process (the most
significant and distinctive ones compared to other companies), but at the same time it can
hinder comparison with other organizations' integrated reports.

Subsequently, it has been described the principles and objectives for the
preparation of the integrated report identified by the IIRC, some of them are
characterized by being innovative compared to traditional reporting schemes, while
others are similar to principles already in force previously. Among the most innovative
principles compared to the past ones it should be underlined the strategic and future
orientation, information connectivity, stakeholder involvement, materiality, conciseness
and sustainability context. The principles already in line with previous reporting schemes
are reliability, completeness, consistency, accountability and comparability of
information.

It is also important to underscore that companies, when compiling the integrated
report, should take into account all the principles mentioned above, trying to balance their
application mostly in case of tensions between some of them. In other words, the
principles should be used as a guideline and there must be a certain harmony between

them in order to apply them correctly.
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Finally, a correct and complete application of the drafting principles identified by
the frameworks seems to be able to improve the information transparency and disclosure
of companies compared to the traditional financial statement. This is because noteworthy
aspects are taken into account, while the same are not considered in the reports required
by law, in any drafting principle. The integrated report, therefore, considering the drafting
principles that distinguish it, seems to be a tool capable of improving corporate

communication with respect to annual reports.
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CONCLUSION

Every of the following assumption and comment are based upon the results
coming from the initial database and the qualitative analysis. It is important to state that
for further research the database should be amplified and integrated with other
researches.

This thesis is all about changing the misleading concept of profitability and
gathering all the information, discussions and arguments around companies’ value
creation. Often, firms, entrepreneurs, and managers focus on how to reach economic
profit only by cost-cutting, outsourcing and whatsoever procedures. However, these
mechanisms are relatively obsolete and can reduce the possibility to achieve greater
outcomes. Indeed, enhancing firms’ outcomes through value creation is a far more
important objective in terms of business results. Value creation is an all-around topic that
is present in all of the company levels. For this reason, the topic has been approached in
a systematic manner, with a specific research process, in order to develop an efficient,
reliable and consistent literature review also because it has not been undertaken before,
increasing the need of clarity. Stakeholders engagement, business model architecture,
buyer supplier relationship, joint-ventures, public-private cooperation and also mergers
and acquisitions are the literature review identified aspects that, in different way, have to
deal with value creation. It has been displayed throughout the first chapter that literature,
scholars, researchers and scientists are posing much attention in this topic, with an
exponential increase in the last years. In this thesis several mechanisms, procedures,
processes have been analysed in order to produce a clear framework that covers every
possible angle with the only scope to enhance the creation and appropriation of value for
the company. The main question has been which are the principal value creation drivers?
Throughout the articles analysis a lot of implication has been founded, such as business
model innovation (Sjodin et al.,, 2020), open innovation (Chesbrough, 2018), recursive
reflexivity (Akaka & Schau, 2019), multiple stakeholder value creation (Garcia-Castro &
Aguilera, 2015), platform stakeholder stickiness (Lazcko et al., 2019), IT alignment (Kim
et al., 2013), supply chain management (Brandl, 2017), resource complementarity (Dyer
etal., 2018), system lifecycle perspective (Artto etal., 2016; Lehtinen etal., 2019), mission
breakdown structure (Andersen, 2014), board members composition (Basuil & Datta,

2017), acquirer size (Humphery-Jenner & Powell, 2014), value creation sphere (Grénroos
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& Voima, 2013), value creation wheel (Lages, 2016). Hence, value creation is not only
related to profit, which is the ultimate goal of a business, instead it concerns brand
awareness, customer satisfaction, value proposition, open innovation, strategic alliances
etc, which represents strategic keys to succeed in the long run with sustainable
competitive advantages and growth opportunities.

The second chapter focuses on explaining, at first, what ia a qualitative analysis
and giving insights on its evolution over time. Then the chapter is focused on analysing
the trends and patterns of researches, in order to support future researches in terms of
innovation, most topic studied, specialised journals and typology of empirical analysis
also trying to develop new research path based on what has been previously carried out.
The aforementioned elements that empowers value creation has to be considered within
an organisation and then they should be reported carefully and in a well-defined manner.

In fact, in a time of paradoxes and global markets, it is crucial to think not only
within the box and outside the box, but also when there are no boxes. The classical annual
report alone has no longer the same relevance, because in the 21st century’s business
environment it must be accompanied and supported by other company disclosures. This
is the results of today’s dynamic markets requirements of higher interaction,
stakeholder’s involvement, environmental challenges and social and political tensions.

Therefore, the third chapter has embraced the integrated reporting approach, with
the aim to help managers in improving the quality of the company reporting currently in
use (both for internal use and for those outside the company), promoting integrated
thinking, including in a single report all the factors that affect a company's ability to create
value over time (both financial and non-financial) and strengthen the identification and
communication of the six innovative forms of capital identified by the IIRC Framework.
The integrated report thereby constitutes a fundamental role and represents a tool
capable of upgrading annual report and overcoming its limitations. Furthermore, the
combination of the IIRC framework and the GRI standards, under the form of an
integrated report disclosed in accordance to the GRI standards, represents an optimal
solution for those who want to exhibit their value creation story, which could be widely
accepted from stakeholders. Together the frameworks share a lot of principles and
objective even if it has been demonstrated that they pursue different goals: sustainability
from a side and integrated thinking from the other. The latter two differences, if

assembled together, can generate some enormous potential benefits for both the
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community and the company. In particular, it would ensure greater transparency in the
communication of information and guarantee the inclusion in the report of information
not only from a financial point of view, but also ESG variables, which are information
appreciated by a wide range of stakeholders. In addition, it can improve some internal
business processes (e.g. through the adoption of integrated thinking, greater awareness
of the value created by the organization, greater involvement of all stakeholders, etc.) and
can positively affect the reputation of the organization and increase the value of the
company itself through better quality and more transparent disclosure.

Nevertheless, there are also some issues regarding the effective implementation of
the integrated reporting, mostly related to the costs that the company has to bear (both
in monetary and non-monetary terms, i.e. times spent) in order to use this reporting
scheme, as well as challenge in the concrete application of integrated thinking and the
technological dilemma related to this new tool. Moreover, the reliability and
trustworthiness of this tool is highly complex to demonstrate, there is the concrete risk to
develop and disclose an integrated report that is not efficient due to low soundness of
information published.

Although these complications are undeniable, it would be a mistake not to
implement this tool, which is the only mechanism that can show to stakeholders how the
company has created value and how it intends to pursue this goal in the future. To
encourage managers throughout the adoption and preparation of IR, the qualitative
analysis in the third chapter allows to identify which are the information that has to be
disclosed in an integrated report. These, together with the value creation drivers analysed
in the first chapter, could represent an innovative company’s strategy that seeks for value
creation opportunities, which then are going to be embedded in the integrated report in
order to update the stakeholders.

Concluding, the thesis has some limitations. Looking at the selection process in the
first chapter, completed with 60 articles, it may be insufficient to fully address the
complex dynamics at play during value creation. There might be the needs to expand the
literature review and integrate it with future articles that could provide additional
insights on the main value creation vehicles. Future research could utilize more holistic
approaches to collect data and information. Despite choosing high ranked journals seems
to be valid, future research could avoid this criterion in order to find other evidence and

perspectives. Future research could also look for other empirical settings such as action
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research or material flow analysis. Moreover, regarding the last chapter, which gives
input on what firms should effectively do, future researches could emphasize their effort
on looking at real companies’ integrated report in order to find correlations between
worthy of consideration and not efficient disclosures. Additionally, the analysis conducted
with NVivo software could be proposed with other nodes, that depends on the author’s
subjectivity. Besides, adding other frameworks and articles in the software would
produce more valid results in terms of concept map structures and matrix and word
frequency queries. Furthermore, the database enlargement would allow the researcher
to make reliable comparison diagrams, which have not been carried out in this thesis and

could be helpful to display interconnection between the nodes chosen.
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