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Abstract:

There is an asymmetry of information between stakeholders and management. Management has insight
into day-to-day management reports, while interested parties must rely on information published in press
releases or annual integrated reports. Insufficient information may lead to adverse selection for investors
where the performance is overstated, whether by earnings management or accounting fraud, or where
companies fail to identify risks that may significantly interrupt the business. South Africa is regarded as
a leader in integrated reporting, as the JSE model is part of the compulsory reporting framework for
listed companies. Despite the accolades received, significant corporate failures and business
interruptions occurred, casting doubt on the integrity of the assertions made in these reports. Previous
academic studies mostly focused on whether published reports met reporting criteria rather than on the
content of the risk section. The aim of this study was to focus on the identified risks in the integrated
reports to determine whether any themes emerged. The population consisted of published integrated
reports for companies listed in the consumer goods and services sectors on the JSE in 2023. The
integrated reports were analyzed through qualitative content analysis in ATLAS.ti. The unit of analysis
was defined as meaningful segments of narrative text, rather than individual words or segments.
Trending risks identified in the integrated reports included deterioration of electricity infrastructure, a
difficult operating environment, diminishing consumer disposable income, cyber risk, and crime.
Although integrated reporting provides important risk information, assessing company risk remains

constrained by legitimacy pressures and institutional realities.
Keywords:
Integrated Reporting, Risk Disclosure, Asymmetry of Information, Corporate Governance.

Submitted: 2026-06-09. Revised: 2026-06-23. Accepted: 2026-07-08.

WOHLLEBE & ROSS

Discover publication opportunities:
www.wr-publishing.org



https://doi.org/10.51137/wrp.ijarbm.851
http://www.wr-publishing.org/
mailto:jvanhuyssteen.unisa@jgrp.co.za
mailto:bothae2@unisa.ac.za

International Journal of Applied Research in Business and Management (ISSN: 2700-8983)
Volume: 07 Issue: 09 Year: 2026
https://doi.org/10.51137/wrp.ijarbm.851

Introduction

Companies are encouraged to publish annual integrated reports to provide users, including
shareholders, potential investors, analysts, and other stakeholders, with information about the
company's financial performance and operations (Integrated Reporting, 2021, p. 11). However, an
asymmetry of information persists between the stakeholders and the management of a company, as
management has insight into day-to-day management reports on the company; in contrast, the
stakeholders and other interested parties must rely on the information published by the company in

press releases or the annual reports (Jiang et al., 2024).

Insufficient or unreliable information about the company may lead to adverse selection among investors
and potential investors when financial performance is overstated, whether through earnings
management or accounting fraud (Forsythe et al., 1999). In the ordinary course of business, companies
are exposed to risks that, when they materialise, may cause severe business interruptions, such as was
experienced by Tiger Brands Ltd with listeriosis in 2018 and Eskom's continuous blackouts due to
various causes (Matshoba, 2023; National Treasury, 2024). Business interruptions not only lead to short-
term reductions in business operations but may eventually cause the business's demise. Companies
may also publish information that appears to meet all requirements but is intended to deceive users, as
was the case for Steinhoff International Holdings N.V. and Tongaat Hulett Ltd (Naidoo, 2019; Rossouw
& Styan, 2018).

While prior research has focused on the extent to which the published integrated report met the reporting
criteria of the International Integrated Reporting Framework (IIRF), this study shifts focus to investigate
the risks reported in the integrated report, specifically the identified risks and whether any themes
emerge from risks reported by different companies in the consumer goods and consumer services

sectors of listed companies on the Johannesburg Stock Exchange (JSE).
Literature Review

The study used both decision-usefulness theory, legitimacy theory, and truth-default theory to evaluate
not only the motivations underlying risk disclosure in integrated reports but also the extent to which

disclosure supports user assessment of corporate risk.
Decision-Usefulness Theory

The ability of a company to identify and mitigate risks is essential for demonstrating to stakeholders that
management is proactively managing risks and guiding investors and other stakeholders in their
investment decisions (Crous & Van Wyk, 2021). In this context, corporate reporting is expected to

provide relevant, reliable, and timely information that enables users to assess both current performance

WOHLLEBE & ROSS

Discover publication opportunities:
www.wr-publishing.org



https://doi.org/10.51137/wrp.ijarbm.851
http://www.wr-publishing.org/

International Journal of Applied Research in Business and Management (ISSN: 2700-8983)
Volume: 07 Issue: 09 Year: 2026
https://doi.org/10.51137/wrp.ijarbm.851

and future prospects. In theory, the asymmetry of information between management and stakeholders
should be reduced with the publication of integrated reports, which are designed to disclose both
potential and actual risks, as well as actions taken to mitigate them. Stakeholders should therefore be
able to assess the adequacy of risk disclosure and evaluate whether firms are effectively managing risks

that could affect value creation in the short-, medium-, and long-term.

This expectation is embedded in the regulatory environment. In terms of the JSE listing requirements,
companies must explain their compliance with the King Code of Corporate Governance (JSE Listing
Requirements 3.84, 2019). Principle 5 of King IV requires the governing body to enable stakeholders to
assess performance and prospects by issuing an integrated report (King IV Principle 5, 2016). These
requirements reinforce the expectation that integrated reporting should enhance decision usefulness by

providing comprehensive, integrated information.

Prior research also suggests that reporting has the potential to broaden the scope of risk disclosure
beyond purely financial risks. Mans-Kemp and Van der Lugt (2020) proposed that the quality of
integrated reports should result in decision-usefulness by offering material economic, social and
governance (ESG), and financial information to capital providers. However, their empirical findings show
largely insignificant results between the level of integrated reporting quality and most financial
performance variables, raising concerns about the reliability and decision-relevance of the disclosed
information. Guthrie et al. (2020) further found that organizations used integrated reports to
communicate a wider range of risks, including environmental and social risks, often through narrative
and visual representation. This shift in reporting is intended not only to enhance transparency but also

to reduce uncertainty and support stakeholder decision-making

Similarly, Raemaekers et al. (2016) and Herbert and Graham (2022) focused on compliance and
disclosure trends rather than on whether disclosures improve users’ ability to assess risk. This suggests
that while the structure and presence of disclosures have been examined, their effectiveness in reducing
information asymmetry remains uncertain. As a result, there is a gap in understanding whether the
content of risk disclosures in integrated reports truly supports decision-making, which this study seeks

to address.
Legitimacy Theory

Legitimacy theory suggests that organizations seek to operate within the standards and limits of their
respective societies and use disclosure as a mechanism to demonstrate that their actions are
appropriate and acceptable. In the context of integrated reporting, regulatory requirements and
stakeholder expectations create strong incentives for firms to produce comprehensive and high-quality

disclosures.
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South Africa provides a particularly relevant setting for examining these dynamics. As noted by Eccles
et al. (2019), South African companies are regarded as leaders in integrated reporting quality, largely
due to the JSE's institutional model, which requires companies to adopt integrated reporting on a
“‘comply or explain” basis. Similarly, Zhou et al. (2017) highlighted that South Africa’s mandatory
approach has contributed to the high quality and widespread adoption of integrated reporting practices.
However, the emphasis on compliance and perceived reporting quality may also reflect underlying
legitimacy-seeking behavior. Companies may produce detailed and comprehensive reports not only to
inform stakeholders, but also to signal adherence to governance norms and to maintain their reputational

standing.

This tension is evident in the cases of Steinhoff International Holdings N.V. and Tongaat Hulett Ltd.
Despite receiving favorable analyst evaluations and being recognized for the quality of their reporting,
both companies experienced significant corporate failures linked to governance weaknesses and
accounting irregularities (Rossouw & Styan, 2018; Naidoo, 2019; Cokayne, 2024). These cases raise
questions about whether high-quality reporting reflects underlying organizational realities or primarily

serves as a mechanism for maintaining legitimacy.

Power (2009) provides further insight into the phenomenon by arguing that risk management and
reporting have become increasingly institutionalized as a system of accountability and compliance.
According to Power (2009), the focus has shifted from substantive risk management to the production
of auditable processes and disclosures that demonstrate control. As a result, important aspects of risk,
such as interconnectedness, uncertainty and risk appetite, may be obscured by the procedural detail of
control, compliance, and accounting systems. In addition to the legitimacy-driven disclosure behavior,
practical reporting challenges also shape the content of risk disclosures. Stacchezzini et al. (2022)
showed that extensive collaboration between organizational departments and the involvement of
multiple actors, both internal and external, are necessary to prepare risk-related disclosures within the

integrated reports.

Therefore, as organizations attempt to align risk disclosure to strategy and value creation, the process
can become complex. Integrated reports aim to enhance transparency but often result in standardized,
simplified narratives of risks, shaped by the need to align with institutional expectations, potentially
leading to selective disclosure of socially acceptable risks while omitting more sensitive or complex risk

exposures.
Truth-default Theory

The truth-default theory, as described by Levine (2014), posits that individuals have a natural tendency
to assume that communicated information is truthful unless a trigger causes them to question it. Levine

(2022) further indicates that this “truth-default” state facilitates effective and efficient communication by
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reducing the cognitive effort required to evaluate each piece of information critically. However, it also
creates vulnerability to deception or incomplete disclosure. In the financial and corporate reporting
context, this tendency can have significant implications. Hyde et al. (2023) show that even professional
analysts, who are expected to exercise skepticism, can assign favorable ratings to deceptive executives.
Their findings suggest that analysts are influenced by a truth-default bias, reinforced by confidence in
their own judgment and opinions, and by repeated interaction with management. As a result, even when

misleading information is presented, it may not be immediately identified or challenged.

The truth-default theory within the concept of integrated reporting suggests that if risk disclosures are
presented in a structured, comprehensive, and professional report, stakeholders, including investors
and analysts, may accept them at face value. As South African integrated reporting is institutionalized
and widely regarded as high-quality, this effect may be amplified (Eccles et al., 2019; Zhou et al., 2017).
Truth default theory, therefore, highlights an important limitation of integrated reporting that even where
disclosures are incomplete or selective, users may not identify these shortcomings. These shortcomings
are sometimes only identified through external events such as corporate failure, regulatory intervention,

or whistleblowing, which trigger a shift from default acceptance to critical evaluation.

Most academic studies focused on the extent to which published integrated reports met the IIRF
reporting criteria, rather than on the content of the risks disclosed in those reports. The research was
also based on samples based on market capitalization spread over different sectors (Herbert & Graham,
2022; Mans-Kemp & Van der Lugt, 2020; Raemaekers et al., 2016), while Crous and Van Wyk (2021)
focused on companies in environmentally sensitive sectors, and Ramabulana and Moosa (2022)
focused on the top five banks in South Africa. This study aims to contribute by focusing on the risks
highlighted in the integrated reports, specifically on the identified risks and similarities amongst risks
reported by different companies in the same industry. The focus of this article will be on the consumer

goods and consumer services sectors, as they have received scant attention in previous research.
Methods and Data

The study adopted a qualitative content analysis to examine the corporate risk disclosures in the
integrated reports of consumer goods and services companies in South Africa. Content analysis is suited
to the study objective of assessing whether integrated reporting assists users in evaluating company
risk, as it allows for systematic examination of disclosure emphasis, framing and omission rather than

only the presence of information.
Population and Sample selection

Companies listed on the JSE are categorized according to the Industry Classification Benchmark (ICB),

with 10 industries, 19 super sectors, 41 sectors, and 141 sub-sectors (Listcorp, 2024). At the time of
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writing this article, 279 companies were active, with a concentration in the financial industry (98
companies and 35.1% of listed companies on the JSE), followed by industrials (48 and 17.2%), basic
materials (45 and 16.1%), consumer services (38 and 13.3%), consumer goods (20 and 7%),
technologies (14 and 5%), health care (7 and 2.5%), telecommunications (6 and 2.2%), and oil and gas
(3 and 1.1%).

For this study, all integrated reports published in 2023 by companies listed on the main board in the
consumer goods and consumer services sectors were downloaded. These sectors were selected due
to their heightened exposure to macro-economic conditions, infrastructure reliability and shifts in
consumer purchasing power. Companies that do not have their primary listing on the JSE and that may
not publish integrated reports in accordance with the JSE's guidelines were excluded. The integrated
reports of suspended companies were also excluded. Companies or shares listed under Black Economic
Empowerment, where results are published as part of the holding company, were also excluded, as the
analysis included the holding companies' reports. The total number of reports included in the analysis
was 15 out of 20 for consumer goods and 34 out of 38 for consumer services reports. A total of 49

integrated reports were analyzed.
Expected Risk reporting Items

The study used a hybrid deductive-inductive coding approach. As companies do not necessarily have
the same risk classification framework, the issues expected to appear in the reports were identified from
news events and reports published by national and international agencies, which served as the

deductive phase in setting the initial keywords to further develop a codebook.

Beyond the expected challenges of the business environment, South African companies are exposed
to major infrastructure failures at the national, provincial, and municipal levels (Gumede, 2022). In their
economic outlook, the National Treasury highlighted that the 2023 GDP growth estimate had to be
revised down to 0,6%, citing the following causes: electricity load shedding, operational and
maintenance failures in freight rail and at ports, and high cost of living (National Treasury, 2024). The
document further stated that economic growth has been insufficient to reduce high levels of
unemployment and poverty. Fortunato (2022) noted that, since 2008, South Africa has experienced
significantly greater deindustrialization than its peers and is also the largest contributor to negative
employment growth. The contribution of manufacturing decreased from 14.3% of GDP growth for the
period 1994-2008 to 2% for the period 2008-2018. The main contributing factor to the increase in
deindustrialization identified is the lack of a reliable electricity supply, as South Africa has experienced
significant load shedding since 2008, coupled with rising electricity tariffs. Another interesting statistic
discussed in the report is that South Africa is both deindustrializing and losing its productive capability,

i.e., the ability or skill set to produce a wider variety of products and fewer ubiquitous products.
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Compounding these infrastructure challenges, South Africa’s education system faces foundational
learning issues that may hamper the development of a skilled workforce capable of addressing
economic stagnation. The Progress in International Reading Literacy Study (PIRLS) 2021 found that
81% of grade 4 learners in South Africa cannot read for meaning in any language (Lucwaba, 2024),
which is also confirmed by the findings that 41% of mathematics and 36% of science grade 9 learners
have not acquired the basic knowledge and skills (Trends in International Mathematics and Science
Study (TIMMS), 2019), and it appears that the foundation for providing a skilled workforce is weak and

needs to be strengthened.

Furthermore, it does not appear that the South African Police Service is able to curb the rate of serious
crimes such as armed robberies, murder, and rape. Cowling (2024) noted that South Africa has the
highest crime rate in Africa and the fifth highest in the world. The International Criminal Police
Organization (INTERPOL) Africa Cyberthreat Assessment Report indicates that South Africa
experienced 230 million threat detections in 2021. The report further states that Accenture found that
losses related to cybercrime amounted to R2.2 billion per annum (INTERPOL, 2021). The 2023
Corruption Perceptions Index published by Transparency International indicates that South Africa’s
score decreased from 43 to 41, ranking 83rd out of 180 countries (Transparency International, 2023).
The negative trajectory is confirmed by the Zondo Report, which investigated corruption and state
capture in South Africa. State capture in the South African context refers to a process in which a small
network, both inside and outside the state, illegally directs state resources for self-enrichment (Public
Affairs Research Institute (PARI), 2022). The report further stated that corruption mostly occurred
through state procurement, with contracts priced at drastically inflated levels that did not necessarily
lead to contract fulfilment or the provision of quality products or services. The Zondo report further noted
that many respected and successful companies used kickback agreements to secure state contracts
(PARI, 2022).

Mavuso (2024) noted that the World Economic Forum (WEF) highlighted extreme weather events
caused by climate change, developments in artificial intelligence, the large number of elections, and the
wars in Ukraine and the Middle East as risks that increased uncertainty and may affect the global

economy.

The legitimacy of the South African government is increasingly being questioned due to its inability to
meet the basic needs of the populace, amidst difficult economic circumstances and declining living
standards. People are also losing trust in government institutions, as a growing conflation between the
governing party and the state is weakening institutional checks and balances. South Africa also lost its
investment grade rating in 2020 and was also placed on the gray list in 2023 by the Financial Action
Task Force (FATF) (Transformation Atlas, 2024).
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The expected keywords or search words to appear in the risk reports are listed in Table 1 below:

Keywords/Prompts Keywords/Prompts
Climate Human resources
Corruption Ports
Crime Political instability
Cybercrime Rail
Disposable income/high cost of living Regulatory
Economic growth Road
Electricity

Table 1: Expected Risk Keywords/Prompts

Fereday and Muir-Cochrane (2006) indicate that a codebook can provide an audit trail for a study's
credibility. The purpose of the deductive phase of this study was thus to develop a theoretical framework
of expected risks or reporting items that could serve as a codebook, providing a basis for consistent
analysis of the contents of the integrated reports. In the inductive phase, a small sample of integrated
reports was reviewed to update the framework with the terms and language used by companies in their
reports and ensure that the codebook captures the context of the code labels (Williams & Moser, 2019).
This process was repeated to refine the codebook to context-specific risks relevant to the South African
environment. The codebook was applied by searching for the code label as indicated in the codebook.
The final coding framework reflects both established risk constructs in the literature and contextually

grounded risk themes emerging from the data, as indicated in Table 2 below.

Code label Prompts

Infrastructure Load shedding (electricity blackouts) by the national grid,
backup generators, solar panels, leaking water pipes, water

quality, road and rail capacity, backlogs at ports, potholes,

Crime Construction mafia, business forum, crime rate, hijacking,

theft, armed robberies, murder, rape

Corruption Zondo, state capture, bribes, corruption index

Cyber risk Cybercrime, ransomware, phishing, denial of service
attack, identity theft, information technology infrastructure,

platform for future use
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Code label Prompts

Economic environment | Deindustrialization, sovereign debt, government debt, grey
list, unemployment, decreasing disposable income,
currency risk, interest rate risk, commodity risk, increase in

prices of electricity, fuel, water, higher inflation

Operating environment | Declining disposable income, crime, increase in operating
cost, bad debt, loan provisions, non-performing loans,
skills, retention, supply chain

Political instability Service delivery protests, riots, murder of councilors,

geopolitical risks

Regulation Complexity of regulations, volume of regulations

Reputation Negative/adverse publicity

Table 2: Codebook definitions
Coding procedure and Analysis Method

Williams and Moser (2019) note that it is important that the coding procedures are defined and rigorous.
They further note that to conform with the reliability and validity standards of qualitative research, the
coding procedures must be consistently applied. The unit of analysis was defined as meaningful
segments of narrative text, rather than individual words or segments. This was to ensure that coding
captured the contextual meaning rather than just the word count. The 49 integrated reports were coded
using qualitative data analysis software (ATLAS.ti). This enabled systematic identification, categorization
and retrieval of coded risk disclosures. The search function was set to search in paragraphs, including
inflection to ensure maximum hits. As noted by Ramabulana and Moosa (2022), the format and detail
of information in reports vary across companies. Companies further used different terminology and
classifications for the reported risks. The length and outlay of the reports are also not standardized and
it was noticed that some companies produced reports with significant detail and discussion, in contrast
to other companies that produced shorter reports. Standardized terminology was lacking, making simple
keyword searches (e.g., “risk”) insufficient for meaningful analysis and warranting the development of a
codebook to facilitate analysis. Keywords were also repeated in many instances without context, often
used in headings, areas of responsibility for committee members, or in references to pages in their
reports that cover the topic. The paragraph displayed in ATLAS.ti was read, and the codebook was

applied to it. For example, the paragraph may refer to disposable income in the context of the economic
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environment and be coded as such, whereas the next paragraph may discuss the causes of the decline

in disposable income, such as higher interest rates and higher fuel prices.

The researchers independently coded the integrated reports using the developed codebook. There was
significant consistency, with an overall agreement rate of 90%. Although inter-coded reliability is often
assessed using statistical measures such as Cohen’s Kappa, it was not used within this study due to
the interpretive nature of the research design and the unit of analysis adopted. The analysis focused on
meaningful narrative segments rather than on discrete, objective units such as individual words or fixed
sentences. The coding, therefore, involved contextual judgement regarding how risks were framed,

highlighted or obscured within broader narratives.

The focus of the study was to investigate the risks reported in the integrated report, specifically the
identified risks and whether any themes emerge from risks reported by the different companies, and to

identify the emerging theme, which was regarded as more significant than the absolute quotation counts.
Limitations

The analysis was limited to the integrated reports published in 2023 by companies listed on the main
board of the JSE in the consumer goods and consumer services sectors. The analysis was limited to
the reporting of items in a risk context and thus excluded other sections of the integrated reports. The
quotation counts were not normalised because the study's focus was on identifying possible emerging
themes from the integrated reports. An area for future research is an analysis of the reports, with

normalisation of the quotations, to determine whether there is any statistical significance.
Results

The article aimed to analyze the risks reported in the integrated reports of listed companies in the
consumer goods and consumer services sectors to determine whether any themes emerged. The focus
of this study was on the reported risks and excluded opportunities, controls and remedial actions. The
analysis included the complete integrated reports of the population as references to risk, whether at a
strategic, tactical, or operational level, which can appear in the reports of the chairman, chief executive

officer, chief financial officer, the risk report, and the notes to the financial statements.

The main themes emerging from the reported risks are depicted in Figure 1, the clustered bar chart

below.
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Emerging themes

Operating environment I 213
Infrastructure I 375
Economic environment I 216
Climate risk I 209
Political instability GG 155
Regulation IEE———__ 74
Corruption M 19
Reputation 0 5

0 50 100 150 200 250 300 350 400 450

Figure 1: Emerging themes

The analysis comprised 99 codes and 968 quotations. The quotations could be grouped into eight
themes. The themes that emerged from the analysis are: the operating environment (413), infrastructure
(375), the economic environment (216), climate risk (209), political instability (155), regulation (77),
crime (36), and corruption (19). Although it was expected that reputation would feature more prominently
in reports, it did not emerge as a theme, receiving only five quotations. Reputation was thus not further

discussed. The themes are discussed in descending order below.
The operating Environment

All the companies reported on the increasingly difficult operating environment. This is due to many
factors, including deteriorating infrastructure, high inflation, reduced consumer disposable income,
crime, increasing regulatory complexity, and higher raw material and input costs. Quotations highlighted

by companies are depicted in Figure 2 below.

The weight of the link in the Sankey diagram indicates the number of quotations of the code, for example,
backup electricity, in the company reports, and thus shows the main contributors to the difficult operating

environment.

The quotations with the most weight in Figure 2 are credit risk, backup electricity, supply chain, higher

raw material input costs, human resource retention and skills, food product contamination and liquidity.
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Ops env: Backup electricity
costs

Ops env: Business interruption

Ops env: Capital constraints/
costs

Ops env: Change in customer
preferences

Ops env: Credit risk

Ops env: Denial of access to
workplace

Ops env: Diverting investment
away from solar to generators

Ops env: Food spoilage

Ops env: Food/product
contamination

Ops env: Higher raw material/
input costs

Ops env: HR high wage
demands

Ops env: HR Recruitment
Ops env: HR Retention
Ops env: HR Skills

Ops env: HR Succession

Ops env: Increased

Ops env: Increased cost of
doing business

Ops env: Increased security
costs

Ops env: La Nina & EI Nino

Ops env: Legal liability

Ops env: Liquidity

Ops env: Militant unions

Ops env: Repair costs

Ops env: Supply chain
constraints

Ops env: Adverse media
reports

Figure 2: Operating Environment

The decrease in electricity supply availability forced companies to either redirect capital to install
alternative electricity supplies via backup generators or renewable energy sources or to accept extended
business interruptions. However, companies noted that switching to renewable energy sources for
rented properties depends on landlords' renewable energy strategies. Although companies noted the
effects of electricity blackouts in the risk sections of their reports, the notes to the financial statements
provided significant insights into the true cost of blackouts. Furthermore, companies highlighted that
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installing backup generators and the associated fuel consumption forced them to allocate capital away

from their strategies to move towards renewable energies.

As companies also extended credit terms, the decrease in customers' disposable income increased the
risk of customer default. Companies also reported that the supply chains were under pressure due to
the geopolitical environment, the weakening of the South African Rand, backlogs at South African ports
and the deterioration of rail capacity. Additionally, supply chain stress contributed to higher input costs.
Other quotations attributed the increase in input costs and raw material prices to the weakening of the

South African Rand, inflation, and, specifically, the increase in the cost of fuel and electricity.
Cyber Risk

Although cyber risk was part of the operating environment, it was decided to treat it as a separate
reporting item, as all companies indicated they plan to move toward greater digitization (Figure 3).
Companies identified cybersecurity as a risk, and many discussed it at a more granular level, referring

to cyber-attacks, data breaches, and the risk of insufficient futureproofing of their digital platforms.

Cyber risk: Cyber crime

Cyber risk: Data integrity

Cyber risk: Data loss/theft/
breaches

Cyber risk: Disaster recovery
Cyber risk: IAM
Cyber risk: ICT infrastructure

Cyber risk: Identity theft

Cyber risk: IT governance
framework

Cyber risk: Phising Cyber risk

Cyber risk: Platform for future
use/digitization

Cyber risk: Ransomware
Cyber risk: Security

Cyber risk: Social engineering

Cyber risk: Third party access

Cyber risk: Attacks

Figure 3: Cyber Risk
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Many companies reported on initiatives to digitize some of their offerings but highlighted increased risks
from social engineering, such as phishing, identity theft, and the ability of criminal syndicates to hack
into systems.

Infrastructure

As discussed in the literature review, there are concerns about the deterioration of South Africa’s
infrastructure. All companies identified infrastructure unreliability as a risk in their reports. The quotations
highlighted in the reports mainly consisted of electricity, roads, ports and water as depicted in Figure 4
below.

Infrastructure: Explosions and
fires

Infrastructure: Ports
Infrastructure: Rail

Infrastructure: Roads

Infrastructure: Waste and

sanitation Infrastructure

Infrastructure: Water

Infrastructure: Electricity

Figure 4: Infrastructure

Given the extended electricity blackouts experienced in 2022 and 2023, it was not surprising that
electricity emerged as the most prominent concern under infrastructure. The unreliability of the grid had
a severe impact on the companies ' ability to produce and deliver services to their customers. It is also
clearly stated in the reports that the unreliability of electricity not only made the operating environment
more difficult but also led to a significant increase in costs as backup generators had to be installed to
ensure a reliable power supply. The additional diesel costs not only increased operational expenses but
also put the companies' emission targets under pressure, as their carbon footprint increased. Although
many companies noted a concerted effort to install solar energy, they are sometimes dependent on
landlords to do so. Companies also noted that the rise in electricity prices negatively affected consumers'
disposable income, leading them to shift their spending toward lower-priced goods. The deteriorating

water infrastructure is emerging as a trend, while reports also mention port and rail failures.
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The economic Environment

As expected, there is an interaction between the economic and operating environments. Several sub-
themes also emerged under the economic environment. The sub-themes can be broadly summarized

as increased prices, high interest rates, high unemployment and low growth, as depicted in Figure 5.

Econ env: Diesel/fuel prices

costs

Figure 5: Economic environment

The quotations group under “increase in prices” were the weakening of the South African Rand, which
negatively affected the supply chain, an increase in the fuel price, which not only led to higher input
costs due to road transport, but also to higher operating costs as most companies experienced a
significant increase in the use of fuel when generating backup electricity due to blackouts. Companies
also noted high interest rates and inflation.

All companies highlighted the decline in consumer disposable income, citing unemployment, high
electricity prices, high interest rates, and high fuel prices as the causes. High unemployment and low
economic growth also emerged as concerns, with some companies citing the effect of the political

environment and business-unfriendly policies as causes.
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Climate Risk

Climate change is identified as a risk by all companies. This was expected as companies include their
ESG reports in the integrated reports. The focus of this study was not on the ESG reports or the actions

taken to mitigate those risks, which warrant future research.
Political instability

Two main themes emerged: geopolitical risks and issues, with a focus on the local South African sphere.
The reports were issued before the war in the Middle East and therefore focused mostly on the war in
Ukraine and the many elections scheduled for 2024. The concerns were mainly on the possible change
in policies that may put constraints on the supply chain, potentially causing higher input costs and a

weakening of the South African currency.

Concerns raised about the local political environment include the 2021 riots, which continue to affect
logistics companies and service delivery protests, as well as the 2024 general elections in South Africa.

Regulation

Companies are concerned about the increase in regulations, their complexity, and, in some cases, the
ability of regulators to enforce them.

Corruption

While it was expected that corruption would be identified as a risk by all companies, only 14 listed it as
a risk in their reports; however, in mitigation, many companies have a stated “zero corruption” policy.
This contrasts with the experience of ordinary citizens and reports on state capture as discussed in the
literature review. As it appears that companies are prepared to take a stance against corruption, it is
recommended that companies listed on the JSE disclose how they should treat attempts by politically

exposed persons and government officials to solicit bribes or facilitation fees.
Discussion

This study aimed to examine whether integrated reporting assists users in assessing company risks by
analyzing risk disclosures in the integrated reports of JSE-listed consumer goods and consumer
services firms. As there is no prescribed risk classification framework, a list of expected keywords was
developed for risks likely to appear in the integrated reports of the selected companies. Where
necessary, the keywords were updated with risk-related terms that were not initially identified in the
literature. No comparison was performed to determine which company produced the “best” report, as
the focus of this study was on the types of risks reported and whether themes are emerging from the
risks in the reports, to determine whether the risk information can be useful to the informed reader.
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Integrated reporting was introduced as a mechanism to enhance transparency and support informed
decision-making. The findings of this study indicate that, in some instances, its contribution to corporate
risk assessment remains partial and uneven. There are examples of companies deliberately deceiving
stakeholders that were only discovered after a change in leadership or through whistleblowers, casting

doubt on the value of the reports.

The analysis revealed that companies consistently disclose a narrow set of risk categories, including
operating environment, infrastructure, cyber, climate and regulatory risks. However, other contextually
material risks, such as corruption and broader institutional weaknesses, are sometimes given limited or

highly abstract treatment.

The strongest trend is the realization and impact of the failing infrastructure of the national electricity
and water grids on company operations. The actions companies take to reduce business interruption
from electricity outages cost millions of rands, putting their operational cash flow under severe pressure.
Furthermore, companies also highlight that using diesel generators as a backup to the national grid
increases their carbon footprint, which, again, puts their carbon-emission targets under pressure. There
is also a significant focus on moving to solar energy, but in some instances, companies must rely on

their landlords to install solar systems.

Companies also described their operating environment as very difficult. There is an interrelationship
between the factors that negatively influence the operating environment and the other risks identified in
the reports. Factors that influence the operating environment include infrastructure deterioration, high
inflation, the volume and complexity of regulations, exchange rate volatility, crime, political instability,

and diminishing consumer disposable income.

The diminishing disposable income of consumers is a significant risk for companies in the consumer
goods and services sector, as these sectors are most likely to be the first to experience a decrease in
consumer spending and spending patterns. Although it seems that very few companies have
experienced cyber-attacks during the assessment period, cyber risk does appear on the risk register of

most. This is one of the emerging risks organizations face.

Although no comparison was made to determine the “best” or “worst” report, some of the reports appear
to be more detailed than others. Factors such as the size of the company and global footprint may play
a role, warranting future research. The focus of this study was on the consumer goods and service
sectors, and a comparison of the risk-related reporting content with that of other sectors may also
provide new insights in subsequent studies. Another topic for further analysis is the items reported in

companies' ESG reports and the actions taken to mitigate those risks.

The fact that so few companies referred to corruption in government and specifically, state capture was

surprising. Although companies report having zero tolerance for fraud and corruption, they did not
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specifically address this in the context of government involvement. Given the experience with corruption
involving government officials at all levels, a recommendation is that companies listed on the JSE should
specifically disclose how they should treat attempts by politically exposed persons and government

officials to solicit bribes or facilitation fees.
Conclusion

Companies can use integrated reports as a marketing tool to project a positive image to their
stakeholders. Although integrated reports may enhance transparency, they do not consistently reduce
information asymmetry regarding firm-specific risk exposure. Risk narratives frequently remain generic
and standardized, limiting their capacity to enhance assessment of risk likelihood, impact and
management effectiveness. Asymmetry of information may still exist between management and outside
stakeholders, who do not have detailed knowledge of the internal matters of the company, which may
lead to adverse selection as management may be able to mislead analysts, investors and other
stakeholders who are not reviewing press releases and other publications of companies with the
necessary skepticism. Although integrated reporting aims to improve the decision-usefulness of
corporate information, the findings suggest that this objective is only partially realized in relation to risk
disclosures. For risk disclosures to be effective, they should not only be identified but also linked to the
company's strategy and performance within the integrated report. Integrated reporting, as a risk
communication mechanism, is sometimes constrained by the dual role of the reports: serving as a tool
for accountability and as a mechanism for organizational self-presentation. The findings further suggest
that even when risk disclosures are incomplete or selectively framed, users may not necessarily identify
these limitations due to a behavioral tendency to accept communicated information as truthful, as

explained by the Truth-Default Theory.

While integrated reporting represents an important advancement in corporate reporting, its capacity to
assist users in assessing company risk remains constrained by legitimacy pressures and institutional
realities. Recognizing and addressing this tension is essential if integrated reporting is to fulfil its promise
of enhancing transparency and supporting informed decision-making in complex and uncertain

environments.
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