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INTRODUCTION

Currently, sustainability reporting is gaining more and more popularity among
large international companies, such reporting describes the company's non-financial
activity, combining results with long-term goals in the social, environmental and
economic spheres, contributing to the support of the Sustainable Development Goals
and taking care of corporate social responsibility issues.

Such reporting allows stakeholders to receive transparent information about all
resources of the organization. Any person (investor, shareholder) interested in receiving
information about all spheres of activity, on the basis of which a plan of interaction with
this organization will be built, can become a reader of sustainability reporting. The main
purpose of such reporting is to explain the principles of the enterprise's functioning to
various stakeholders.

A number of scientific works by Ukrainian and foreign authors as Zeynep S.,
Cankaya F, Mara Del Baldo, Paulina Permatasari, Vasylchuk 1., Folkens. L, Adams C.,
Geoffrey R., Bilan O., Lypova P., Kirsanova V. and others are devoted to the problems
of sustainability reporting. Most of them investigated different types of non-financial
reporting, the impact of this reporting on the company's reputation, various standards
for publishing reports, best practices of sustainability reports, the advantages and
possible difficulties of publishing non-financial reporting, regulatory and legal
regulation in different countries and sustainability issues of the tobacco industry.

In order to analyze the impact of sustainable development reporting on the
company's reputation, companies from the tobacco industry were selected. This
industry is quite large and has a harmful impact on human health and the environment,
which is why it best illustrates the impact of non-financial reporting on brand
reputation. Nowadays there is a lot of debate about whether an industry that produces
products that are harmful to both human health and the environment can be considered

sustainable and socially responsible.
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The relevance of the implementation of non-financial reporting is confirmed by
the fact that investors demand more and more information, not only financial. They are
interested not only in information about the economic situation contained in accounting
reports, but also in information about social, environmental and economic indicators.

Providing non-financial reporting to stakeholders in competitive conditions is an
effective way to attract the attention of investors, improve the image and reputation of
the enterprise, improve the loyalty of both employees and customers, and also increase
the company's income.

The object of this work is implementation of sustainability reporting.

The subject of this work is the influence of sustainability reporting on brand
reputation of international companies.

The aim of this work is to examine the essense and impact of non-financial
reporting on companies reputation in controversial industries such as tobacco industry.

To achieve this goal the following tasks were set:

- to analyze the importance of sustainability reporting and publishing practices
among international companies;

- systematize various types of non-financial reporting;

- describe the concept of brand reputation and its importance for building
business competitiveness;

- characterize the main indicators of the formation of reporting on sustainable
development;

- investigate legal regulation of non-financial reporting and various standards;

- analyze the tobacco industry from the point of view of sustainable development
and the impact of sustainability reporting on the reputation of companies;

- to propose ways of implementing sustainable development reporting as a factor
of improving the company's image and investment attractiveness.

The information base of this work is — materials from the Internet resources,
publications of Ukrainian and foreign authors, results of analyses of World Health

Organization (WHO), regulatory framework of the European Union, sustainability
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reports of tobacco companies, materials from Global Reporting Initiatives (GRI),
statistical databases Statista, MacroTrends, Finance Yahoo and Grand View Research.
Methods that were used in the study of this work: descriptive method was applied
for the collection process, primary analysis of general information about sustainability
reporting and brand reputation, as well as the concept of corporate social responsibility;
synthesis - to create and describe the legal regulation of sustainability reporting;
comparative method — to contrast different sustainability standarts as well as to compare
sustainable perfomance of the entreprises chosen for the study; analysis— to describe
tobacco market and pecularities of implementation sustainability reporting.
The elements of scientific novelty are the analysis of the companies perfomances
opereated in the tobacco industry from the point of view of sustainable development and
the impact of publishing sustainability reports on brand reputation.
Results of approbation of the basic provisions of the qualification Master work
was considered at:
1) Economic Scope Ne 181, Dnipro, 2022;
2) International Scientific and Practical Online-Conference «Business Ethics and
Leadership» , Sumy, November 29-30, 2021;

3) International Scientific and Practical Seminar «The modern paradigm of
international economic relations in the context of global transformations»,
Lutsk, May 14, 2021,

4) Ukrainian scientific-practical on-line conference, Sumy, November 19-20,
2020;

5) International Scientific and Practical Conference, Sumy, November 3—4, 2020;

6) International scientific-practical conference of students and young scientists
named after Professor Balatsky  "Economic problems of sustainable
development™ Sumy, April 28-29, 2020.
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CHAPTER 1 THEORETICAL BASICS OF THE FORMATION OF
SUSTAINABILITY REPORTING

1.1The essence of sustainability reporting, its forms and classification

Sustainability reporting (non-financial reporting or social reporting) is accurate
set of information of a commercial organization that demonstrates the company's
environment, the principles and standards of cooperation with influence groups, the
results of the company's perfomance in the economic, social and environmental areas of
society. According to the definition of the Global Reporting Initiative (GRI) [1], the
term "sustainability reporting” means reporting that at the same time encompasses the
economic, environmental and social aspects of an organization's activities.

The degree of implementation of CSR and sustainable development programs can
be confirmed by the preparation of data in the form of non-financial reporting in various
formats. Non-financial reporting comprises information on both economic performance
and social and environmental efficiency. Non-financial reporting according to (GRI)
refers to the publishing of information and reporting on the results of the company's
activities in the area of sustainable development to internal and external stakeholders.

The primary task of non-financial reports in the field of sustainable development
Is to contribute a comprehensive picture of the influence of the company's activities on
three spheres - environmental, economic and social - and to distinguish contradictions
between the goals of stakeholders, possible relationships between these areas. Non-
financial reporting has different titles and preparation formats - from the form and
content defined by various international standards to those prepared according to one's
own ideas: a report on sustainable development, a report on corporate social
responsibility, a social report, a report on progress in the implementation of the
principles of the Global Compact, integrated report etc.

The importance of providing and publishing sustainability reports by international

companies has been studied by many foreign and domestic scientists namely Zeynep S.,
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Cankaya F, Mara Del Baldo, Paulina Permatasari, Vasylchuk I. and others [2 ;3 ;4 ;5;
6].

If financial reporting is based to a greater extent on the economic performance of
the enterprise, revealing the operating, financial and investment areas, non-financial, in
turn, reveals the social, environmental, innovation and other "non-production” areas of
the enterprise.

Non-financial reporting, in turn, the non-financial part of the management report,
has the potential to be not only a collection of statistical information about events that
have occurred, but also to be a tool for managing the sustainable development of an
enterprise by: forming long-term goals and policies of an enterprise regarding “non-
production” areas of activity; calculation and analysis of the results of "non-productive"
measures already obtained and predictive results that are planned to be obtained in the
future; distribution of the non-financial report to external users in a self-defined form.

To present non-financial information in the world, the following forms of non-
financial reports are used: unregulated (free), regulated (standardized), complex. In an
unregulated form, the components of the report are independently selected, the amount
of information that is provided for the disclosure of stakeholders and distributed to the
media. Users are predominantly external. Data confirmation is not required.

There are many different types of reporting [7]: corporate social responsibility
reporting (CSRR), sustainability reporting (SR), intellectual capital reporting (ICR),
economic, social and governance (ESG) reporting and integrated reporting (IR), etc.

The field of corporate reporting is constantly expanding, it is recommendations
and frameworks are created by such organizations as the Global Reporting Initiative
(GRI[1] or the International Integrated Reporting Council (IIRC) [8]. Moreover, in
some countries (such as Great Britain, USA, France, Sweden) internal regulators of
corporate reporting are being formed.

The development of sustainability reporting began at the macroeconomic level,
since the idea of such corporate reporting arose only a few decades later, in the

following stages, the development of reporting moved to the microeconomic level, and
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currently the trend of increasing shareholder value through sustainable development
practices and reporting is evolving [9].

Figure 1.1.1 shows the global dynamics and trends in the publication of
sustainable development reports. It is noted that reporting on sustainable development
began to gain momentum in the mid-1990s. Large companies that were interested in
expanding their business and looking for new partnerships began to report, creating a
worldwide trend that is currently key in the development and expansion of international

enterprises.

—4—N100 G250
120%

100% Jo 93% 92%
80%
60%
40%

20%
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1993 1996 1999 2002 2005 2008 2011 2014 2017 2020

Figure 1.1.1 Increase in global sustainability reporting during 1993-2020: N100
and G250 (constructed by author based on [10 ; 11])

The N100 appeal to a worldwide sample of 4,900 companies, including the 100
companies with the highest revenue in each of 49 countries. These statistics provide
comprehensive information on reporting analysis for large to medium-sized businesses
in the world. The G250 is the 250 largest companies in the world by revenue based on
the 2016 Fortune 500 ranking. Global trends are formed precisely by the behavior of

large companies [10].
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Based on the data shown in Figure 1.1.1, 80% of companies included in the N100
list published sustainability reports in 2020. There is an increase in this indicator by 5
percent compared to 2017. It is assumed that these indicators will continue to grow. If
we talk about the companies included in the G250 list, during the last 10 years, starting
from 2011, the indicator of sustainable development reporting exceeds 90 %. It means
that more than 90% of the most influential companies in the world publish sustainability

reports, which forms a global trend. In 2020, this indicator reached 96%.

m2017 m2020

1::::
1::::

~'-\...'

. & % %

Us
Figure 1.1.2 The highest national sustainability reporting rates in 2017 and 2020

‘;: ‘;:

JAPAN MEXICO MALASIA INDIA SWEDEN SPAIN FRANCEGERMANY UK TAIWAN

(constructed by author based on [10 ; 11])

Approximately 14 countries participating in the 2020 survey have a reporting rate
of over 90 percent. The most influential countries were included from all regions, which
confirms that the trend of sustainable development reporting is global, it is not limited
to individual regions.

In Figure 1.1.2, you can see the countries with the highest rate in comparison of
2020 and 2017. Thus, the greatest growth was observed in Germany, in 2017 this
indicator was 73%, and in 2020 - 92%. It should also be noted that countries such as
Japan, Malaysia, the USA, India, France and the UK have been leaders in this indicator

for the past 3 years, this indicator was above 90% in 2017.
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The EU is strengthening the requirements for reporting on sustainable
development. According to the Corporate sustainability reporting directive [12], the
range of companies that must report is expanding, and now large companies with a staff
of 250+ people and a turnover of more than 40 million euros are required to report. This

explains why European countries have such a high reporting rate.

2020 m 2017

Retail

Transport & Leisure

Construction & Materials

1}
Healthcare 76%

73%

FOOd & Beve rages [T L T T T T OO 7 3%
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Industrials, Manufacturing & Metals
Finincial Services

Utilities

Forestry & Paper

Chemicals

Oil & Gas

Automotive

Mining

Technology, Media & Telecommunication

0% 20% 40% 60% 80% 100%

Figure 1.1.3 Indicators of sustainability reporting by sector among N100
(constructed by author based on [10 ; 11])

Based on figure 1.1.3, at least 70% of companies from the T-100 list reported
across all sectors of the economy, with the exception of the retail trade sector, which
accounted for 67% in 2020. The leading sectors are technology, media and
telecommunications; mining; automotive industry, oil and gas. These sectors were also
leaders in 2017.
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Speaking of G-250 companies, 5 sectors achieved 100% in 2020 - namely,
technology, media and telecommunications, retail, oil and gas, healthcare, and
automotive.

Benefits of sustainability reporting for companies [13]:

- development of CSR principles in the company;

During the preparation of the report, the company gets the opportunity to analyze
its own strategy, conduct an objective assessment of non-financial risks and assess the
company's impact on society.

- improving the level of trust among different groups of stakeholders;

Reporting helps the company in building the image of a responsible employer,
promotes the creation of partnerships, and improves the company's reputation.

- increasing transparency of the organization;

Reporting allows stakeholders to analyze not only financial aspects, but also non-
financial ones, which makes it possible to effectively assess business risks and, in turn,
increase the company's capitalization by attracting more investors and auctioneers.

- facilitates the company's readiness to enter other markets;

In some regions of the world, non-financial reporting is mandatory, so having it is
a big advantage for entering the international market.

- strengthens partnership.

The presence of sustainability reporting shows the company's transparency and
openness to cooperation at the international level, as international companies are
increasingly demanding social and environmental aspects of their activities.

There are some risks and disadvantages of sustainability reporting:

- criticism of the company's activities;

Reporting on sustainable development contains not only positive information
about the company's activities, but also negative information, which can lead to
criticism from stakeholders.

- amateurism;
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The report will be analyzed by many specialists from different fields, which is
why the company must prepare the report according to the norms and constantly
Improve.

- resource consumption;

When preparing a report on sustainable development, it is necessary to
understand the costs that the company will bear - because it requires highly qualified
human resources.

- validity of data;

The information provided in the report must be reliable and true, as false data can
undermine the brand's reputation and prevent its further development.

- impossible to turn back;

A published report cannot be deleted or corrected, it will forever remain in the

public domain.

1.2 Tools and strategies of improving brand reputation

According to [14] brand reputation is the recognition by consumers of a certain
brand, product or service. The author of this study [15] described various methods of
evaluating brand reputation. Summing up, it can be noted that brand reputation consists
mainly of 6 factors or components:

1) The first is an emotional impression: it is the general impression of consumers

towards the company, respect for the organization and employees.

2) Goods and services: the company offers the consumer high quality goods and

services, the product is innovative and benefits customers from it.

3) Vision and management: the company has a development strategy and long-

term and short-term goals, management is interested in development and takes

advantage of market opportunities.
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4) Working environment: the company offers a proper working environment, a
friendly team and a favorable working atmosphere.

5) Company's financial history: This sector includes the availability and
transparency of financial statements, profitability history, description of the
risks of investments made and prospects for future growth compared to
competitors.

6) Corporate Social Responsibility: the company is interested in responsible
development, which means supporting humanitarian causes, the environment
and its employees.

In order to improve brand reputation, all 6 sectors need to be influenced and
developed, but only social responsibility can have a direct impact on consumer and
partner impressions of brand reputation. This can be both a positive and a negative
impact, if the organization is not concerned with environmental issues or the protection
of employee rights, it can be the key reason for the company's downfall [16].

The primary task of CSR is to focus on human and social interests. Obviously
CSR initiatives and practices lead to more significant stakeholder support. These
stakeholders are consumers, investors, employees, policy makers who enhance the
company's reputation and profits.

Under these conditions, the dependence of the enterprise's business reputation on
the essence of relations with partners, clients, consumers, and the local community
enhances. Therefore, stakeholders eager to know what methods the company plans to
use to achieve its strategic goals, whether it fulfills its obligations, what social principles
it adheres to.

Thus, the presence of a CSR program, sponsorship activities, the nature of
relationships with the local community significantly influence the company's business
reputation, establish and develop its competitiveness and investment attractiveness in
the long term.

So, business reputation is formed on the basis of real experience of interaction of
stakeholders with the company. Accordingly, business reputation can be interpreted as a

set of opinions of stakeholders regarding the advantages and disadvantages of the
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company, which forms a general impression about it based on the assessment of
economic, social and environmental aspects of its activities [17].

Researches have shown that the publication of a non-financial report significantly
affects the perception of the company by the readers of the report. 90% of readers
indicated that the report significantly influenced their views of the company. Of them,
85% noted that the impact was rather positive [18].

Therefore, if the company desires to be competitive and eagers to succeed in the
competition, it is no longer enough to develop only in the direction of enhancing the
efficiency of its activities, choosing an innovative type of development. In modern
business conditions, the formation of a positive image and a good brand reputation,
obtaining public recognition and trust are essential and necessary as it will create a
favorable social background for business development [19].

Nowadays investors pay attention not only on financial activities of an enterprise
while they analyze risks and investment attractivness. They are also keen on the hidden
value of the business, i.e. its intangible assets, in particular, the presence and results of
CSR strategy implementation, analyzing reports on sustainable development,
investigating the impact of these processes on reputational capital.

Accordingly, every domestic enterprise that plans to enter international markets
and cares about its business reputation must be socially responsible and should report on
sustainability.

Advantages of implementation of sustainability reporting and corporate social
responsibility on company’s reputation [20 ; 21 ; 22]:

- increasing the level of trust and forming a positive opinion among the target
audience of consumers, the local community, authorities and the general public;

- increasing the loyalty of the company's employees, which will ensure the
growth of their interest and initiative;

- attracting the attention of the mass media, which will provide additional free
advertising support for the business;

- increasing the loyalty of existing and attracting new customers.
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It is also necessary to mention the social and reputational capital of the enterprise,
since it is an integral part of the brand's reputation.

The social and reputational capital of the enterprise is the capitalized market
value created as a result of the formation and observance of high social standards and
ethical norms of behavior of employees, managers and owners, high business
reputation, the existence of trust and willingness to cooperate and share information
both within the enterprise and between stakeholders in order to improve individual and

collective well-being.

The main components of the social and reputational capital of the enterprise

Social norms and values

SOCIAL
COMPONENT

Social infrastructure

Socio-economic relationships with
stakeholders and social connections with

other stakeholder groups

_» | REPUTATION

COMPONENT Brand

Business reputation

Figure 1.2.1 The main components of the social and reputational capital of the

enterprise (constructed by author based on [22 ; 23])

The main components of social reputational capital are social norms and values,
social infrastructure, socioeconomic relations with stakeholders and social connections
with other groups of interested persons, the brand and business reputation of the
enterprise.

The peculiarities of social and reputational capital are that it is formed and

functions in the process of network interaction of the enterprise, is determined by the
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level of mutual trust between counterparties, operates in the long term, has an intangible
nature, requires investment of funds, depends on the influence of many not only
internal, but also external factors, contributes to increasing the stability and efficiency of
business activity and increasing the competitiveness of the enterprise on the market
[22].
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CHAPTER 2 RESEARCH METHODOLOGY OF THE PROCESS OF
FORMING A SUSTAINABILITY REPORT OF THE ENTERPRISE
2.1 Characteristics of the main indicators of the formation of sustainability

reporting

The process of creating sustainability reporting is quite large and resource-
intensive. Therefore it became a topic of many scientific papers and reserchers, such
author as Folkens. L, Adams C., Geoffrey R and others [24 ; 25 ; 26]. Based on
discussions tt is important to understand the stages of preparation of non-financial
statements, as this can facilitate the process of its creation.

The main problems faced by the enterprises, which only started to implement the
concept of sustainable development, arise precisely at the stage of formation of
management reporting. Most often, this is due to the lack of the opportunities or skills
to collect primary information, process it, analyze it and present it in a report. This
happens when data collection systems are not properly automated and there is no
understanding of the significance of indicators. Another reason why management is
slow to implement the concept and form reports is the high cost of preparing reports. In
order to compile them, it is necessary to collect non-financial information, which in
volume is many times greater than financial information. For this, the company needs to
Implement new systems, involve third-party specialists and experts [27].

Figure 2.1.1. you can see the proposed mechanism for creating non-financial
reporting, which includes the process of preparing, compiling and publishing a report on
sustainable development.

Since the process of creating a sustainable development report has a clear
sequence and structure, there are 3 main blocks. The first sector is the process of
preparing the report, which includes such stages as: creation of a cross-functional team;
involvement of stakeholders; development of the structure of the report; determination
of the list of indicators, according to which the enterprise will report. These stages will

help the company to form the vision of the report and the aspects that need to be paid
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attention to. It is also very important to pay attention to the long-term goals and
practices of sustainable development in the sphere of social, economic and
environmental, that is, to describe the structure of CSR [28].

The second part is the writing and drawing up of a report, which includes such
stages as: data collection, calculation of results and risks, direct writing of a non-

financial report.

Create a profile committee for the preparation of the report. which
1. Creation of a cross-functional | —» | will include representatives of all company departments, including
the chief accountant and the chairman of the tender committee.

o Involve external (clients. suppliers, mass media) and internal
2_ Stakeholders involvement ; .
> (employees) of influence groups to work on a non-financial report
4 to determine the essential factors of social responsibility.

3. Development of the report

structure
v

Develop the structure and plan of the non-financial report. The
report should disclose economic, social and environmental areas.

4. Determination of the list of
indicators

v

Dietermine the list of essential indicators and prescribe the method
of their calculation. taking into account the methodological
principles of international standards.

5. Data collection

v

Get access to information, check data for compliance. Bring the
data to the developed format to present the specified indicators.

6. Calculation of results and
risks

v

Calculate the obtained results and expected results in the specified
perspective. Determination of sigmificant economic, social and
environmental risks.

7. Creating of a sustainability

Carry out calculation, analysis, grouping, justification, design and
visualization of data.

report
v

&. Publication of a report

v

Placing a non-financial report on its own website. Selection of
report publication form and channels.

10. Presentation of the report

v

Press release for the mass media, post the report on professional
websites, distribute the report to shareholders and employvees, use
the services of free professional newsletters and corporate external
communication systems, post information on LinkedIn.

11. Feedback processing

Organization of bilateral meetings with stakeholders.

Figure 2.1.1 Mechanism of creating a sustainability report (constructed by author
based on [28 ; 29])
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It is important to describe the indicators by directions that reflect the economic,
environmental and social aspects of the company's activities, as well as the specifics of
the field of activity. It is appropriate to pay attention to risks and performance, both
actual and forecast.

The third part is the publication of the report, which includes such stages as:
publication of the non-financial report, presentation of the report, processing of
feedback. The purpose of this stage is to distribute the sustainability report in such a
way that every stakeholder can analyze it. Therefore, the report should be published on
the company's official website and on other specialized web pages.

The work on the sustainability report can make progress more easily if managers
from the main specialized departments of the company are involved in the process [29].
Consequently, a profile committee should be created for the preparation of the report,
which is ought to include representatives of the departments of planning, strategic
development, marketing and sales, the production and financial department, responsible
for relations with investors and government bodies, the department of communications,
personnel management, responsible for security labor and ecology. During the
preparation of the report, the committee may meet monthly to assess progress and make
decisions on matters of principle. The creation of such a committee allows [30]:

- to simplify the process of obtaining data for a report;

- to increase the involvement of employees in the implementation of the CSR

strategy;

- to directly receive information on problematic issues and internal priorities;

- to instruct specialized units to use the report to perform their own functions.

It should be noted that the report is being prepared for a specific audience,
namely stakeholders. Accoding to numereous researchers [31 ; 32], it is important to
involve stakeholders in the process of preparing the report, because it helps to determine
the key factors of social responsibility. An important step is to determine the key
stakeholders who have the greatest influence or are influenced by the company, to
determine internal and external stakeholders. Based on [32] Stakeholders involvement is

the process of establishing stable relations of the company with a wide range of
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stakeholders. Engagement of stakeholders in organizational activities or in the creation
of a report on sustainable development has a positive effect on the company's activities,
which is useful for society.

The publication of the report raises questions about the veracity and reliability of
the data specified in the report. Realizing that a sustainability report is primarily
designed for the closest stakeholders such as employees, partners and shareholders, the
information presented in the report will be analyzed by this group of stakeholders and
may be questioned [33]. Verification of data (both quantitative and qualitative) is an
Important stage, given the speed of information dissemination and changes in the
company's reputation.

It is important to note that the real value of a sustainability report verification is
that it signals how important the report is to the company and how transparent and open
the company itself is.

Some of the most popular formats for launching and distributing sustainability
reports are: organize an event or conference where the report will be presented; press
release for mass media; launch a newsletter for key business partners using various
channels, both social networks and e-mails; disseminate information to employees
through internal mailings and make presentations at employee meetings; posting the
report on relevant professional websites such as Corporate Register [34], UN Global
Compact [35], GRI [1] and the company's official website; publication of information
on sustainable development reporting on business social network accounts such as
LinkedIn, XING [32].

The Figure 2.1.2 shows the recommended structure of sustainability reporting.
There are 5 stages, but each one should be described in terms od 3 areas of activity —
social, economic and environmental. On the Figure 2.1.2 it can be seen the required
information of each sector.

After ensuring quantitative and comparative indicators that identify the position
of the enterprise in various areas, it is necessary to switch to indicators that represent the
results of the enterprise as a whole and differentiate social, economic and environmental

markers.
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AREAS OF ACTIVITY
SOCIAL ECONOMIC ENVIRONMENTAL

. v |

1. Description of the company's policy in the specified areas

L h 4 k.

2. Information that requires a detailed description

| | |

Characteristics of the staff and its Volumes of Use of energy, water;
development; Compliance with production; Emissions into the atmosphere:
ethical norms and equal rights: Economic waste and recycling:
State of  the working efficiency of Compliance with the
environment; Incentives and production: Product requirements of activity and
motivation of staff: Participation quality; Innovative product safety  standards:
of the enterprise in the aspects of the Current costs and investments
development of local enterprise. in environmental protection.
communities; Charitable activity.

| } !

3. Results of activities in each area

! ' ‘

4. Risks in each area

: ' |

5. Prospects for development in each area

Figure 2.1.2 Key aspects that should be described in the sustainability report [28]

It is important to mention that financial reporting discloses the outcomes of an
enterprise's perfomance from the point of view of economic efficiency, while non-
financial reporting is based more on social and environmental activities. This makes it
eventual to determine the integral indicator of the enterprise's efficiency, which includes
the sum of efficiency measures: economic, business relations, social and environmental
safety.

Last two stages are describing risks and future forecasts. These chapters are the
most essential for investors and shareholders as they want to analyze and estimate

invenstment attractivness of a company.
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2.2 Legal regulation of sustainability reporting

The mechanism of creating any reporting is subject to the relevant methods,
regulations and recommendations. Table 2.2.1 shows the most popular and widely used
reporting standards in 2022.

Table 2.2.1 Main standards of sustainability reporting in the world (consructed by

author based on [12 ;36 ;37 ;1; 38 ; 39])

Standards/ Subjects Total number of | Appropriate for Target
Indicators members stakeholder group
EU Corporate | Sustainability More than 50 000 | EU  companies | EU regulatory
Sustainability and with more than | bodies and other
Reporting Environmental 500 employees. stakeholders
Directive (SCRD) | Reporting
Task Force on |ESG & Climate | More than 2 600 | Big international | Investors
Climate-related Financial Risk organisations companies
Financial
Disclosures
(TCED)
IFRS Sustainability | Outcomes of | N/A Medium and large | Chief  Financial
Disclosure sustainable businesses Officers and
Standards development, Investors
risks and
opportunities
Global Reporting | Sustainability Approximately All  types of | All groups of
Initiative (GRI) 10 000 companies stakeholders
organisations
The Sustainability | ESG  Financial | About 800 | Big international | Investors
Accounting Risk companies companies
Standards  Board
(SASB)
B Corp ESG & Climate | More than 4 000 | Small and | All  groups of
Financial Risk medium stakeholders
businesses

Today, reporting on sustainable development does not have a clear form and
standardization, there are about 600 different standards and recommendations, and it is
up to the company to choose the type of standards that are suitable for each company
individually. The standardization trend is already gaining momentum through the
following organizations - CDP, CDSB, GRI, IIRC, SASB and the IFRS Foundation. It
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Is assumed that in the near future reporting on sustainable development will take on a
standard and unified form.

The EU Corporate Sustainability Reporting Directive (CSRD) is an updated
sustainability reporting standard that comes into force in 2023. These standards are
aimed primarily at companies located within the European Union. The purpose of the
directive is to increase the impact of sustainability reporting and make it as popular and
relevant as financial reporting [23].

The Task Force on Climate-Related Financial Disclosures (TCFD) is a standards-
focussed analysis of companies' impacts on climate change. These standards have been
in place since 2017 and are key to climate risk management within the company's
overall risk management process [36].

IFRS sustainability disclosure standards are new sustainability reporting
guidelines that are currently under development but already have many supporters.
These standards were created with the goal of combining financial reporting with non-
financial reporting, that is, creating a single standard of integrated reporting, revealing

the issues of sustainable development and climate change [37].
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Figure 2.2.1 Sustainability reporting growth based on GRI in the period 1999-
2021 (constructed by author based on [1 ; 40])
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One of the most common formats of non-financial reporting are reports on
sustainable development prepared according to the Global Reporting Initiative (GRI)
system. This system is used by organizations of all sizes, types and locations [1]. Figure
2.2.2 shows the growth in the number of GRI reports from 1999, when only 11 reports
were issued under this standardized system, to nearly 10,000 reports per year in 2021.

GRI is an organisation that first proposed the concept of corporate sustainability
reporting, which is the most widely used worldwide at the moment. The GRI standards
are used to describe the general aspect of sustainability.

The Sustainability Accounting Standards Board (SASB) is a set of standards and
guidelines that describe the ESG aspects of sustainability reporting that are most
important to investors [38].

B Corp is an organization that certifies companies in the field of social
responsibility. Having a B Corp certification makes it easy for consumers to distinguish
between profitable businesses and those that just have good marketing [39].

The Organization for Economic Cooperation and Development (OECD)[41] is
also involved in the process of standardizing sustainability reporting information. The
organization has issued Guidelines for multinational enterprises, which contain
important information from the perspective of indicators of environmental and social
responsibility in reporting and an overview of management practices.

It should be noted that reporting on sustainable development is currently
voluntary, that is, only the company is interested in creating and publishing reporting.
This is the main obstacle in increasing the popularity of reporting. Currently, some
countries are starting to implement non-financial reporting at the state level to
encourage more companies to report. A number of such countries include France,
Belgium, Spain, and Great Britain.

The implementation of international standards of corporate social responsibility
into the system of strategic management of the enterprise, the highlighting of risks and
opportunities gives an efficient impact as it provides a way of monitoring of the
enterprise's activities. Enterprises should publish and reveal not only their

achievements, but also problematic issues. This creates a temporary threat to the
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company's reputation, but in the long term, such a risk is indemnified by significant
benefits: a deeper analysis of the results of the company's activities, an increase in the
trust of stakeholders, an improvement of the risk management system and an increase in
the profitability of the company's activities.

As experience shows, EU governments take an active position in promoting
sustainability reporting as well as CSR principles. The main initiatives are formulated in
Table 2.2.2

Table 2.2.2 The main initiatives of EU governments in the field of sustainability

reporting (constructed by author based on [42 ; 43 ; 44]

Name of the document

Description

«Green Paper»

The European framework policy on CSR is presented, according to

policy,
mechanisms and tools for supporting best practices and innovative

which the government develops a national including

ideas in the field of sustainable development of enterprises.

"EU Plan for Environmental

Protection™

The main areas of activity of the states of the European Union in the

field of environmental protection are established.

"Integrated Product Policy"
("1PP™)

It is designed to monitor the degree of impact of production processes
on the environment and to stimulate the implementation of the most

effective methods of production.

"Eco-Management and

Audit Scheme” (EMAS)

Recommends a CSR assessment and reporting system and is aimed at

implementing environmentally friendly management in the

company's activities.

It is aimed at integrating the principles of environmental efficiency

into the industrial and economic strategic plans of companies.

"European  Environmental
Efficiency Initiative"
(EEEI)

Resolution on EU Standards
for European Enterprises
Operating in  Developing
Countries: towards a

European Code of Conduct

Proposes the creation of a European standard corporate code of

conduct.

EUROPE 2020 A strategy
for smart, sustainable and

inclusive growth

New directions of CSR development and sustainability in the EU are

proposed.
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So, we see that EU policy is aimed at the development of non-financial reporting.
Moreover, if earlier it had more of an environmental aspect, because the initial
documents were oriented in this direction, then recently it is already oriented towards
other aspects of CSR, such as: a corporate code of conduct or the development of new
directions of CSR.

Tools and mechanisms for encouraging socio-economic behavior in the European
Union depend on the goal of sustainability reporting development in a particular
country and cover the range from incentives to strictly regulated requirements and
actions.

Attention should also be paid to initiatives in the field of non-financial reporting
at the state level. The Companies Act 2006 is in effect in Great Britain, which requires
companies to disclose general information on environmental issues, employee relations
policies and interactions with the local community. For example, in Denmark, the 2008
Action Plan of the Danish government on CSR was adopted, and mandatory annual
reporting of company management on social responsibility was introduced for large
companies.

Regarding the experience of France, a number of social indicators were
introduced in 1977 (the so-called "Social Report” — "Bilan Social“[45]). For now, large
companies (with more than 300 employees) registered in France have to report. They
publish information on wages, occupational health and safety, education and training,
and other data reflecting the relationship between management and staff. Since January
1, 2003, companies listed on the stock exchange are required to provide a social report
on labor protection, compliance with the principles and standards approved in the
Declarations of the International Labor Organization (ILO), compliance with the norms
of environmental protection and solving social problems. A similar practice exists in
Belgium. Providing such reporting is mandatory for companies with more than 20
employees, with the only limitation being that large companies make a full report, and
small and medium-sized companies - a shortened report. It is submitted to the National

Bank of Belgium, which controls the reliability of the information.



32

The experience of European states in the field of supporting those enterprises that
carry out social initiatives can be practical. This support can be expressed in preferential
profit taxation of an enterprise that carries out socially responsible activities. This is the
socio-economic responsibility of entrepreneurship, i.e. obtaining economic benefits
from conducting social activities. For this, the tax code should clearly describe the same
changes that will be made. Studying the experience of other countries, it was found that
the example of France, which made non-financial reporting mandatory, is also
functional.

The introduction of international standards of corporate social responsibility into
the system of strategic management of the enterprise, the highlighting of risks and
opportunities gives an effective effect due to the monitoring of the enterprise's activities.

Enterprises should disclose not only their achievements, but also problematic aspects.
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CHAPTER 3 THE IMPACT OF THE SUSTAINABILITY REPORTING ON
INTERNATIONAL COMPANIES: A CASE OF CONTROVERSIAL
INDUSTRIES
3.1 Analysis of the impact of non-financial reporting on tobacco and alcohol

industries

Corresponding to the stakeholder theory [46], the company should create values
for its stakeholders, as this provokes business growth and also improves the image and
reputation of the company. A brand's reputation includes the desire of customers to buy,
shareholders to invest in and employees to work for that company, so incorporating
sustainable development values into a company's development strategy, as well as
addressing environmental and social issues, can have a positive impact on any
company's reputation [47]. Sustainability reporting (SR) is a voluntary but powerful tool
in improving brand reputation, even in some industries that harm human health and the
environment.

The importance of social issues for certain sectors of the economy is in the area
of special attention of society and the public. This applies to enterprises in those
industries whose products and services have a harmful effect on the environment, the
health of children, the population, etc. It is about the trade of tobacco products,
environmental aspects of the activities of motor vehicle enterprises, harmful emissions
from gas stations and the use of low-quality fuel, the sale of duty-free and counterfeit
goods (alcoholic beverages, tobacco products), abuse and unscrupulous practices in
these areas of activity, etc. The biggest threat to human health is the sale of tobacco
products.

Based on World Health Organisation (WHO) [48] the amount of damage caused
by the tobacco industry annually is more than 8 million human lives, 600 million trees,
200,000 hectares of land, 22 billion tons of water and 84 million tons of CO2, in the
European region, tobacco is responsible for the death of about 1.6 million people a year.

Tobacco products are the most polluted type of product on our planet, containing more
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than 7,000 toxic chemicals that enter the environment during disposal. Approximately
4.5 trillion cigarette filters pollute our oceans, rivers, city sidewalks, parks, soil and
beaches every year. Taking into account these statistics, doubts arise about the
sustainability of companies operating in the tobacco industry. This topic became the
basis for many researches and disputes among many scientists, therefore the following
authors investigated the importance of implementing sustainability strategy into tobacco
industry [49 ; 50].
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Figure 3.1.1. Global tobacco market value during 2012 — 2020, thousands of USD
(constructed by author based on [ 51; 52 ; 53 ; 54])

The tobacco industry is quite large and dynamic, growing every year. Figure 3.1.1
shows the growth of the tobacco industry in the period from 2012 to 2021. As we can
see, the size of this sector of the economy in 2012 was 647 billions US dollars, while in
2021 this indicator reached almost 800 billion US dollars. This can be explained by the
huge development of less harmful alternatives to cigarettes and the scientific potential
of this field in general. Acoording to [55] revenue of tobacco industry can reach USD
1,049.9 billion by 2030.

This shows that despite all the harmful effects of the tobacco sector, this industry

continues to grow and develop. The largest companies operating in this sector are Philip
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Morris International, Japan Tobacco International, British American Tobacco and
Imperial Tobacco. In most countries of the world, the production of cigarettes, like
alcoholic beverages, is extremely profitable, and in those cases where it is not

monopolized by the state or subject to excessive excise taxes, it is always attractive to

investors.
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Figure 3.1.2 Biggest tobacco companies according to market value in 2021,
billion USD (constructed by author based on [56 ; 57])

As indicated in Figure 3.1.2, the largest tobacco company currently is Philip
Morris International, with a market value of 159.2 billion US dollars. This company is
based in New York, USA. This company is the first to start the trend of creating a future
without cigarette smoke. In second place is Altria Group, the company is based in the
USA and is the world leader in the production and sale of tobacco products, the market
value of which is 100.7 billion dollars. The next company is British American Tobacco,
a British international company in the tobacco industry with a market value of 97.5
billion dollars.

In order to assess the impact of sustainability reporting, the experiences of each

company were analyzed.
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In 2015, Philip Morris International (PMI)[58] first announced a new
development strategy - a future without tobacco smoke. Since then, the company has
published various sustainability reports, and in 2019 published its first integrated report.
The company is developed and published according to ESG standards, paying attention
to economic, social and managerial aspects. It is worth to mention the main
achievements and goals in the field of sustainable development of the company over the
past 5 years. Speaking of PMI key business performance indicators [59 ; 60]:

1. As of December 31, 2020, IQOS is available for sale in 64 countries. The
number of users has already exceeded 17.5 million, of which 12.7 million are ex-
smokers who completely switched to 1QOS after giving up cigarettes.

2. In 2020, the company invested US$495 million in innovative research and
development (R&D), 99% of which was directed towards research into smokeless
products.

3. In 2020, PMI's net revenue from the sale of smokeless products was 23.8%,
compared to 0.2% in 2015.

4. In 2020, PMI smokeless product sales were over 10%, up from 0.1% in 2015.

Key indicators of ESG principles:

1. During the pandemic, 100% of tobacco producers and farm workers - PMI
suppliers were provided with personal protective equipment.

2. In 2020, the company reduced CO2 emissions by 26% in its own operations
and by 18% in the supply chain. These results were the result of the COVID-19
pandemic and the company's efforts to achieve carbon neutrality. Since 2019 some
Ukrainians factories have been opereted on solar energy.

3. In August 2020, PMI launched the IQOS VEEV in New Zealand, the first
electronic device equipped with age verification technology. PMI aims for 100% of
electronic smokeless devices to be equipped with this technology by 2023.

4. In 2020, the company ensured 100% procurement without the risk of cutting
down relict forests. PMI will continue to make efforts to conserve biodiversity and

reduce environmental impact.
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5. PMI continued its implementation of CIRCLE's smokeless electronic device
recycling program and achieved an 84% recycling rate for 1QOS devices returned to
CIRCLE centers (percentage of weight of each device).

6. As of December 2020, 37.2% of PMI executive positions are held by women,
compared to 36.1% in 2019. The company is on track to achieve gender balance at all
levels: by 2022, women should occupy 40% of management positions.

7. In 2022, in connection with the full-scale invasion of Russia on the territory of
Ukraine, the company stopped any activity on the territory of the occupying country,
although it had developed there for more than 30 years.

All these actions were aimed at showing stakeholders that the company cares
about sustainable development issues and is trying to solve them.

Speaking of Altria Group [61], the company has been publishing sustainability
reports since 2012 based on the platform [62]. This company has announced a new
direction of its development — Moving Beyong Smoking. In addition to responsibility
reports, the company also publishes TCFD report, accoding to it [63] the amount of
greenhouse emissions was reduced by 16,6 % during 2020. Speaking about the
environmental component, the company takes care of the following goals of sustainable
development — 6, 7, 12, 13, 14. The company was ranked in the top 1 percent of the
nearly 60,000 companies assessed in 2020 by CDP [64] and received the highest A
rating for support and contribution to climate change and water security. The main goal
of the company in term os sustainability is to accomplish smoke fre future for the
adults. For implementing it, the company also invests in the development of less
harmful products to reduce the negative effects of smoking.

The company is investing in the development of a system for heating tobacco.
These are special cigarettes that are heated with the help of devices to a certain
temperature, as a result of which an aerosol is formed, which is inhaled by the smoker.
Although the WHO does not recognize tobacco products for heating as safe for health
and emphasizes that there is no reliable evidence to date that would indicate a lower

level of harm from these products [65].
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An interesting case study is the following company - British American Tobacco
(BAT). In March 2019 [66], the company announced a new development strategy,
Building a better tomorrow, and changed the company's logo from a tobacco leaf. For
years, the tobacco leaf was associated with this company, while BAT decided to change
the concept of the organization in the direction of sustainable development and move
away from clichés.

BAT's new strategy not only improved the brand's reputation, but also improved
the company's financial history, as the company's revenue increased significantly. Based
on Figure 3.1.3, starting in 2015, the company's revenue began to fall, reaching 20 035
million dollars. This indicator remained unchanged for another 2 years, and in 2017 it
moved from place to reach 26 152 million dollars, this was due to the development of a
new product on the market - Glo. But this was not enough, in 2018 the company was
stuck for the next 2 years with an income of 32 692 million and did not develop. That is
why the rebranding and implementation of a new strategy in 2020 significantly
increased the company's income, despite the Covid-19 and the crisis that led further. In

2021 the company's revenue is 35 318 million and growing rapidly.
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Figure 3.1.3. Revenue BAT 2009 — 2022, billions of USD (constructed by author
based on [56])
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The new strategy includes several aspects and areas of activity:

1) support of society and local communities. This aspect requires the creation of
safe working conditions, professional development, responsible marketing, information
openness. Special attention is paid to the scientific activity of BAT in the development
of a vaccine against Covid-19.

2) care for employees. The main idea is to create a safe workplace, so the
company minimizes all possible risks that may be created for their employees.

3) concern for the environment. The company published the Low-Carbon
Transition Plan 2022 [67] along with Sustainability Reports [68] and Annual Reports
[69], which specifies the main goals for environmental safety and achievement, BAT
understands that it depends on nature for resources, so it contributes to the fight against
climate change. In 2021 BAT achieved 47,7 % reduction of greenhouse emessions
compared to previous year, and by 2050 BAT wants to achieve net zero emissions.

4) harm reduction. The company develops new categories of products for
smokers to reduce the harmful effects on health. In 2021, New Product Category
revenue reached more than $2 billion, up 42 percent from 2020. BAT uses modern new
laboratories to analyze various ways of reducing harm to health and consumers, by
investing in R&D.

This supports the theory that sustainability reporting has a positive impact on a
company's reputation and has a positive impact on a company's revenue.

It is also worth noting that tobacco companies are also included in the Newsweek
Green Ranking (see Table 3.2.1) [60], which is one of the most recognized assessments
of the environmental performance of the world's largest corporations on the financial
market. The ranking of the world's largest companies by corporate sustainability and
impact on the environment is published.

The 500 largest US companies and the 500 largest global corporations are
evaluated using a methodology that takes into account eight key performance indicators:
the ratio of energy and water use; greenhouse gas emissions and waste generation to the
corporation's profit; the environmental impact of that income and the governance

mechanism that links the corporation's income to environmental goals.
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Table 3.1.1 Global Green Ranking 500, best companies in Tobacco industry [60]

No Company Industry Country

148 | Altria Group Inc Tobacco United States of America
180 | Philip Morris International Inc | Tobacco United States of America
281 | Japan Tobacco Inc Tobacco Japan

285 | Imperial Brands PLC Tobacco United Kingdom

According to this rating [60] , Altria Group is ranked 148th, and Philip Morris
International is ranked 180th among the 500 most influential and greenest companies in
the world. This shows that even if a company produces harmful products, they can be
considered a green company and rank quite high on the list.

The information presented in non-financial reports is considered to be an
additional package of reporting that is not related to financial reporting, but given the
current trends in the development of accounting, it can be assumed that such reporting
will become a mandatory element for assessing business value. Already today, certain
changes can be observed, which relate to a certain convergence of financial reporting
and reporting on the sustainable development of the enterprise. Large enterprises and
multinational corporations increasingly publish a single annual report that contains

complete information about all activities.

3.2 Peculiarities of preparation of sustainability reporting of corporations

When compiling a report on sustainable development, it is very important to
understand the main indicators that should be included in the report.

As mentioned earlier, GRI standards are the most widely used among the various
packages of sustainability reporting standards. Based on a survey conducted by Boston
College Center for Corporate Citizenship [71] (see Figure 3.2.1) , almost 60% of

international companies with an annual revenue of more than 5 billion dollars choose
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GRI standards as the basis for non-financial reporting, while this figure among
companies with an annual revenue of less than 5 billion dollars reaches 50%. Non-GRI
standards are chosen by less than 10 percent of all surveyed companies, with both
revenues. And partial reporting for GRI occurs in 23% with income less than 5 billion,
and in 18% with income more than 5 billion dollars. This shows that GRI standards are

the most popular among large international companies.

70%
60%
50%
40%
30%
20%
10% I
H —
GRI Guidelines GRI-referenced Non-GRI No framework

m Annual revenues of $5 billion and over Annual revenues of under S5 billion

Figure 3.2.1 Reporting guidelines by company size, percent of responders [71]

It should be noted that the GRI standards and recommendations are constantly
revised, supplemented and expanded. The fourth version of the GRI Guidelines (G4)
was presented in its final version at the Global Conference on Sustainable Development
and Public Reporting [72]. The G4 version accumulates the global experience
accumulated when using the previous versions of the GRI Guidelines and creates a basis
for further movement in the direction of the introduction of standards in the
implementation of the concept of sustainable development. Figure 3.2.1 shows a
scheme of the information presentation based on the latest version of the GRI standards.

Thus, when compiling a report on sustainable development, it is necessary to

cover all the presented issues in full and in a structured manner.
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As international and Ukrainian experience shows, social responsibility and public
reports on socially oriented activities provide competitive advantages: creation of
reputational capital and increased interest of investors; access to new sources of
financing and investment funds; access to new sales markets; increase in value of
intangible assets; indirect increase in profits due to improved quality of human resource

management and efficiency [73].

ASPECTS
' |
Economic Environmental

— Economic performance; - Materials and energy;
— Presence in the markets; - Water and biodiversity;
— Indirect economic umpacts; - Emissions, dumping and waste;
— Procurement practices. - Products and services;

- Compliance with requirements;

- Transport;

— Environmental assessment of suppliers;

- Mechanisms for appealing environmental problems.

— Social

Labor relations and decent work Human Rights
- Employvment; - Investments;
— Relations between employees and - Prevention of discrimination;
management; - Child labor, forced labor;
- Health and safety at the workplace; - Safety practice;
- Training and education; — Rights of indigenous and minority peoples;
- Diversity and equal opportunities; — Assessment of compliance with human rights by
- Equal remuneration for women and men; suppliers;
- Mechanisms for challenging the practice of - Human nghts appeal mechanisms.
labor relations
Society Product liability
- Local communities; - Consumer health and safety;
- Anti-corruption and state policy; - Marking of products and services;
- Obstacles to competition; - Marketing communications;
- Compliance with requirements; - Inviolability of the consumer's private life;
- Assessment of the effect of suppliers on - Compliance.
society;

- Mechanmisms for challenging the action on

society

Figure 3.2.2 Categories and Aspects of the GRI Guidelines (G4) [72]
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Therefore, the importance of publishing SRs by companies is to prove to society
their desire to adhere to the principles of social responsibility. The reports of some
companies show a high level of preparation for the reporting procedure itself and
responsibility for the information provided in the reports. It is social reporting that will
be an effective tool for the internal and external policy of enterprises, which will
become the basis for the development and implementation of strategic business projects
[74].

Preffered insurance rates
Improved access to capital
Helped the organisation to take measuresto increase...
Led to other forms of cost savings within the organisation

Monitoring long-term risks and improving long-term risk...

Led to waste reduction within the organisation

T—
- .
T—
L Te—
-
Improved relationships with regulatory bodies L a——
-
Increased consumer loyalty E—— ]
B

Helped the organisation refine its corpotate vision and...
Reduced inaccurate information about the... E—— ]
Increased employee loyalty B — ]
Improved reputation I— — ]

0% 10% 20% 30% 40% 50% 60%

Figure 3.2.3 Value provided by sustainability reporting, percent of responders
[71]

Figure 3.2.2. shows the results of a survey on the values that create sustainability
reporting. Based on the survey, 57 percent of surveyed companies believe that the value
of sustainable development reporting improves the company's reputation, 37 percent -
improve employee loyalty, 33 percent voted for the fact that reporting helps build a

development strategy, and 32 percent claim about improved customer loyalty, and 23%
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claim about an increase in profits. As we can see, the increased reputation is the most
important value among the respondents.

The reasons for creating non-financial statements can be several, but based on
Figure 3.2.3, among companies with revenues of more than 5 billion dollars,
approximately 80% of respondents chose - Transparency among stakeholders, on the
2nd place - a competitive advantage, which was voted for by almost 60%, and on the
third - risk management, which is 50%. Speaking of companies with revenues of less
than 5 billion, Transparency among stakeholders and competitive advantage are also

priority reasons, occupying 58% and 50% respectively.

Other
Brand/reputation

Competitive advantage

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%

Annual revenues of under S5 billion m Annual revenues of $5 billion and over

Figure 3.2.4 Reasons for sustainability reporting by company size, % of responders [71]

The implementation of non-financial reporting according to GRI standards has its
advantages.

1. Reporting on sustainable development according to GRI recommendations
allows the company to conduct internal self-analysis in accordance with the assessment
of how well certain processes are built and function in order to ensure the sustainable
development of the organization. These standards are integrated according to a number

of features, covering a fairly wide range of criteria and indicators.



45

2. Implementation of reporting according to GRI principles allows to strengthen
the general image of the company, to see how effective the company's activities are, and
to raise its rating to a higher level.

3. Reporting allows organisations to pay attention not only to the content, but also
to the principles of activity. The Guidelines clearly state the criteria by which the
evaluation and audit of the organization's activities are carried out, they have a detailed
action plan and procedures, and a description of the necessary procedures is provided.

To ensure the transparency of non-financial reports, which are prepared in a free
form, the following measures can be recommended [75]:

— conduct a survey of stakeholders on whom this reporting is calculated, in order
to study their comments;

- draw up a plan of social events taking into account the specific requests of
stakeholders;

- promptly inform stakeholders about the progress of their requests and detected
violations.

Analyzing the development of the practice of implementation of sustainable
development reporting over the past 10 years to the level of the main area of self-
regulation, it can be stated that the main factor of this process was the awareness of the
fact that private sector policies are applied in the activities of private companies, in the
case of their application on a large scale, can have the same, and in some cases, much
greater influence, why public sector policies - implemented by state governments and
determined by society.

Companies with flexible management systems, corporate commitment to ESG
goals and structural sustainability will be the main beneficiaries of this changing
investment paradigm. A recent study [76] showed that more and more investors are
paying attention to ESG, and the importance of social factors to them has increased by
20% since the beginning of the pandemic.

The global trend is that the total number of companies that undertake the

preparation of non-financial statements is growing every year.
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Despite the fact that the submission of non-financial statements has become a
popular procedure in recent years not only on the international, but also on the domestic
market, there is a significant level of skepticism towards this type of reporting.
Criticism is explained by the fact that the procedure for forming and submitting such
reports is not regulated in any way at the legislative level. Moreover, the voluntary
application of standards and the freedom to choose reporting criteria contribute to the
fact that companies disclose only information that positively affects reputation, or resort
to various types of manipulation of indicators.

The information presented in non-financial reports is considered to be an
additional package of reporting that is not related to financial reporting, but given the
current trends in the development of accounting, it can be assumed that such reporting
will become a mandatory element for assessing business value. Already today, certain
changes can be observed, which relate to a certain convergence of financial reporting
and reporting on the sustainable development of the enterprise. Large enterprises and
multinational corporations increasingly publish a single annual report that contains

complete information about all activities.
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CONCLUSION

Sustainability reporting is a type of non-financial reporting, the purpose of which
Is to describe and evaluate the company's activities in terms of sustainable development,
describing the environmental, social and economic components of the activity.

Non-financial reporting appeared as a result of looking for a solution to the
problem of lack of information about the company's activities for their stakeholders.
Financial statements are not able to fully reflect how successful a company is. There
was a need to develop a report that includes not only economic, but also indicators, and
information about risks and prospects for development, which would allow managers,
owners, and capital providers to make more balanced decisions from the point of view
of sustainable development of the enterprise and socially responsible allocation of
resources.

Today, reporting on sustainable development is voluntary, but in many European
countries partial non-financial reporting is a mandatory type of annual reporting.

Non-financial reporting has many advantages for the company, as it increases
competitiveness, attracts more investors, increases loyalty among both employees and
customers, and all this has a positive effect on brand reputation. Thus, publishing
sustainability reports can improve the reputation of a company operating even in a
controversial industry.

In order to successfully create a SR, it is necessary to understand the structure of
the report and the stages of its creation, which include the creation of a cross-functional
group, the selection of a list of indicators, the collection of information, the calculation
of results and risk assessment, the publication of the report, the presentation of the
report and working with feedback. Thus, drawing up a report on sustainable
development is time and resource-consuming.

The choice of reporting standards is also an important stage. To date, there are a
number of standards: EU Corporate Sustainability Reporting Directive (SCRD), Task

Force on Climate-related Financial Disclosures (TCFD), IFRS Sustainability Disclosure
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Standards, Global Reporting Initiative (GRI), The Sustainability Accounting Standards
Board (SASB), B Corp and others. Each standard has its advantages, given the size of
the company, its location and purpose of reporting and which group of stakeholders the
company wants to interest. The most popular standard is GRI, since almost 60% of
international companies with an annual revenue of more than 5 billion dollars choose
GRI standards as the basis for non-financial reporting.

This paper analyzes the impact of sustainability reporting on the tobacco industry.
For this, the largest manufacturing companies of the tobacco industry were selected,
namely - Philip Morris International, Altree Group and British American Tabacco. As
the research shows, these companies publish sustainability reports in order to improve
the reputation of the industry, promoting innovation and thereby attracting more and
more investors. The study shows that the tobacco industry is large, accounting for USD
800 billion in 2021, and this figure is estimated to reach USD 1,049.9 billion by 2030.

This is explained by the fact that there is a demand for these products, which
means that people will not stop using tobacco products. Therefore, companies try to
reduce the harmful impact of products on both people and the environment, and publish
the results of their activities in reports on sustainable development.

After reading the reports on sustainable development, it can be concluded that
companies participate in many environmental and social programs, care about the
welfare of employees, pay attention to the innovative aspect of their activities, invest in
R&D process, have clear long-term plans for achieving the goals of sustainable
development, assess their risks and forecasts.

The tobacco business can be sustainable and socially responsible at least because
even in a crisis it does not stop charitable and environmental projects, gives jobs to
people, pays them salaries, and also provides certain social guarantees.

The task of a sustainable enterprise is to reduce the negative impact of its
activities by developing alternative products and investing in innovative activities and
the development of society. Under the condition of fulfilling these tasks, the company
can be sustainable and have a good reputation, even operating in a controversial

industry.
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ANNEX A

SUMMARY

Burnakova V. Yu. The Role of Sustainability Reporting as a Tool for
Improving the Brand Reputation of International Companies. — Masters-level
Qualification Thesis. Sumy State University, Sumy, 2022.

The work examines the issue of sustainability reporting, considers international
reporting standards. The impact of sustainability reporting on the reputation of
international companies has been analyzed. The main goal of this work is to develop
recommendations for improving the reputation of companies operating in the tobacco
industry through the implementation of sustainability reporting.

Keywords: sustainability reporting, non-financial reporting, brand reputation,
sustainability standards, global reporting initiatives, tobacco industry, corporate

social responsibility, sustainable development.

AHOTAILILS

bypnakoa B.KO. Ponp 3BITHOCTI 31 CTaJOrO pO3BUTKY, SK IHCTPYMEHT
BIIOCKOHAJIEHHS penyTarii OpeHay MDKHapoaHux KkommnaHid— Ksamidikariiina
Marictepcbka podora. CyMchKkuii fepkaBamil yHiBepcutet, Cymu, 2022 p.

VY poGoTi HOCTIMKEHO MUTAHHSA 3BITHOCTI IIPO CTAIU PO3BUTOK Ta PO3TIISTHYTO
MDKHApOJHI CTaHAapTH 3BITHOCTI. [IpoaHani3oBaHO BIUIMB 3BITHOCTI MPO CTaTUN
PO3BHTOK Ha peIyTaliro MibKHaApOJHUX KommaHii. OCHOBHOIO METOIO JIaHOI pOOOTH €
po3po0Oka peKoMeHAalll 1100 MOKPALIEHHS pemyTailli KOMIaHid, 110 MpaliolTh y
TIOTIOHOBIH rajy3i, IUITXOM BIPOBAKEHHS 3BITHOCTI PO CTAJIUNA PO3BUTOK.

KirouoBi cioBa: 3BITHICTh TPO CTaJIWA PO3BUTOK, HediHAHCOBA 3BITHICTH,
penyTanis OpeHIy, CTaHIApTU CTajJoro PO3BUTKY, II00albHI IHIIIATUBU I10J0
3BITHOCTI, TIOTIOHOBA IPOMHMCIIOBICTh, KOPIIOpaTUBHA COIlliajibHA BiAMOBIAAIBHICTD,

CTaJIuid pO3BUTOK.



