Comments on EFRAG Discussion Paper: Connectivity of Financial and Sustainability Reporting
Executive Summary

The EFRAG Discussion Paper provides a comprehensive and timely discussion of connectivity
between financial and sustainability reporting. The report emphasizes coherence of reporting,
consistency across disclosures, investor decision usefulness, and the role of connectivity in
supporting capital market participants. Evidence by Athanasakou and Boshanna (2025) suggests
that the benefits of connectivity extend beyond external reporting outcomes and may also affect
how organizations operate internally.

Three overarching observations emerge from our research.

a. First, connectivity creates internal organizational benefits in addition to capital market
benefits. While the discussion paper focuses primarily on improving information available
to investors and other external stakeholders, our evidence suggests that the process of
linking related disclosures can generate organizational learning, stronger workforce
engagement, improved productivity, and reductions in internal uncertainty.

b. Second, connectivity should be viewed not merely as a reporting outcome but as a
process that can foster integrated thinking. The act of producing connected disclosures
requires different organizational units to interact, reconcile diverse perspectives, and
develop a shared understanding of the organization’s value creation process. Connectivity
therefore has the potential to influence organizational behaviour and managerial
decision-making, not simply reporting quality.

c. Third, the most important form of connectivity may be substantive rather than
mechanical. While cross-references, hyperlinks, reconciliations, and digital tagging are
valuable tools, true connectivity arises when reporting explains the causal relationships
among strategy, sustainability matters, business model choices, risks, and performance
outcomes. Connectivity should therefore be viewed as a broader value-creation structure
of the annual report, rather than solely as a technical linkage between sustainability
disclosures and financial statements.

The remainder of this report elaborates on these observations and discusses additional
implications arising from our research.

1. Connectivity as an Organizational Process Rather than Merely a Reporting Outcome

The discussion paper predominantly treats connectivity as a characteristic of high-quality
reporting. Connectivity is presented as a means of improving coherence, consistency, and
usability of information across different components of corporate reporting.

Our findings suggest a broader perspective. Connectivity should also be understood as an
organizational process. The preparation of connected disclosures requires collaboration among
multiple organizational functions, including finance, operations, sustainability, risk management,
legal, human resources, and senior management. Producing a coherent account of how strategic
priorities translate into organizational outcomes necessitates discussion, coordination, and
consensus-building across these groups.



As a result, connectivity is not simply an attribute of the final report. It is a process that shapes
how information is gathered, interpreted, and integrated within the organization. This
organizational dimension of connectivity receives comparatively limited attention in the
discussion paper and may warrant greater emphasis.

2. Connectivity May Create Value Before Investors Ever Read the Report

A central theme of the discussion paper is the role of connectivity in improving the usefulness of
information for investors and other stakeholders. This focus is both understandable and
important.

However, our research indicates that many benefits of connectivity may arise before external
users ever engage with the annual report. We find evidence that stronger linkage between
strategy and performance disclosures is associated with improvements in measures related to
organizational learning, organizational change, workforce engagement, productivity, retention,
and reductions in uncertainty.

These findings suggest that connectivity can function as a managerial capability. By forcing
organizations to articulate how strategic actions are expected to generate outcomes,
connectivity may improve planning, monitoring, evaluation, and organizational adaptation. In
this sense, the benefits of connectivity are not limited to communication with external
stakeholders but may extend to the internal functioning of the firm itself.

This broader perspective may provide an additional rationale for encouraging connectivity
beyond traditional capital market arguments.

3. Connectivity as a Pathway Toward Integrated Thinking

The discussion paper acknowledges the potential relationship between connectivity and
integrated thinking while also noting that integrated thinking lies largely beyond the remit of
reporting standard setters.

Our findings provide empirical support for the proposition that connectivity can act as a pathway
toward integrated thinking. The mechanisms discussed in the organizational learning literature
closely resemble the objectives often associated with integrated thinking. These include fostering
shared understanding across departments, promoting knowledge transfer, encouraging
collective inquiry, and developing a common understanding of the value creation process.

Importantly, while integrated thinking itself may not be directly enforceable, reporting
requirements that encourage connectivity may indirectly promote behaviours consistent with
integrated thinking. By requiring organizations to explain how strategy, sustainability matters,
risks, business models, and performance outcomes relate to one another, connectivity
requirements may encourage organizations to think about these relationships more
systematically.

Consequently, connectivity may represent one of the practical mechanisms through which
integrated thinking emerges within organizations.



4. Connectivity and the Resolution of Internal Uncertainty

The discussion paper appropriately highlights the role of connectivity in reducing information
asymmetry and improving user understanding of corporate disclosures.

Our research points to a related but distinct concept: the reduction of internal uncertainty.
Different groups within organizations frequently possess different views regarding the key drivers
of value creation, strategic priorities, risks, and performance outcomes. Preparing connected
disclosures requires these different perspectives to be reconciled into a coherent narrative.

This process can create organizational benefits by improving clarity regarding strategic objectives
and the mechanisms through which value is expected to be created. Connectivity therefore
contributes not only to reducing uncertainty for external users but also to reducing uncertainty
within the organization itself.

Recognising this distinction may enrich future discussions of connectivity by highlighting both
external and internal dimensions of uncertainty reduction.

5. Connectivity Should Extend Beyond Financial-Sustainability Linkages

Much of the discussion paper focuses on connectivity between sustainability disclosures and
financial statements. This focus is understandable given the increasing importance of
sustainability reporting and the emergence of the ESRS and ISSB frameworks.

Ourfindings suggest that connectivity may be most powerful when viewed more broadly. Rather
than focusing solely on the relationship between sustainability information and financial
reporting, connectivity can be understood as linking multiple dimensions of the value creation
process.

Under this broader perspective, strategy, business model, sustainability matters, risks,
operational activities, and financial performance all form part of an interconnected system. The
challenge is not merely to connect sustainability disclosures to financial statement line items, but
to explain how these elements collectively contribute to value creation.

This leads naturally to a broader framework:
Strategy - Sustainability - Performance
rather than simply

Sustainability - Financial Statements

This broader framing may be particularly relevant as organizations seek to implement the
connectivity requirements embedded in ESRS and IFRS Sustainability Disclosure Standards.

6. Distinguishing Structural Connectivity from Substantive Connectivity

The discussion paper discusses numerous mechanisms that support connectivity, including cross-
references, reconciliations, hyperlinks, structured data, and digital reporting solutions.



These mechanisms are valuable and likely necessary. However, our research suggests that they
may not be sufficient.

A useful distinction may be drawn between structural connectivity and substantive connectivity.
Structural connectivity refers to mechanisms that connect disclosures from a navigational or
technical perspective. Examples include cross-references, hyperlinks, reconciliations, tagging
systems, and digital linkages.

Substantive connectivity refers to explanations of causal relationships. It concerns whether
reporting explains why strategic actions are expected to influence outcomes, how sustainability
initiatives affect value creation, how risks translate into financial consequences, and how
performance outcomes reflect underlying strategic decisions.

Two reports may be highly connected from a structural perspective while still failing to
communicate the underlying economic logic that links strategic actions to organizational
outcomes. Consequently, future connectivity initiatives may benefit from explicitly distinguishing
between structural and substantive forms of connectivity.

7. Connectivity, Accountability, and Potential Costs

The discussion paper generally emphasizes the benefits associated with connectivity. While these
benefits are important, it is also useful to recognise that connectivity may introduce costs and
tensions.

Our research highlights the possibility that managers may not always have strong incentives to
provide highly connected disclosures. Greater connectivity increases transparency regarding the
relationship between strategic commitments and realized outcomes. As a result, stakeholders
may find it easier to evaluate whether management has successfully executed its strategy and
delivered on stated objectives.

From this perspective, connectivity increases managerial accountability. While this accountability
is generally desirable from a governance standpoint, it may also increase disclosure costs and
create incentives for resistance. Organizations may find substantive connectivity more
challenging than compliance with mechanical reporting requirements because it exposes the
underlying logic and effectiveness of managerial decision-making.

Recognising these tensions may help standard setters better understand implementation
challenges and potential sources of variation in reporting practices.

Concluding Remarks

The EFRAG Discussion Paper makes an important contribution by advancing the debate on
connectivity between financial and sustainability reporting. Evidence from our research suggests
that connectivity should be viewed not only as a reporting characteristic but also as an
organizational capability that can influence learning, coordination, uncertainty resolution, and
strategic execution.

The findings support a broader understanding of connectivity that extends beyond external
reporting quality and investor decision usefulness. Connectivity appears capable of influencing
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how organizations think, learn, and coordinate internally. Moreover, the greatest benefits may
arise not from technical linkages alone but from substantive explanations that connect strategy,
sustainability matters, risks, business models, and performance outcomes within a coherent
value creation narrative.

These observations suggest that future developments in connectivity may benefit from paying
greater attention to organizational processes and internal outcomes alongside the traditional
focus on external reporting quality.
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