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Abstract Different countries have exhibited dissimilar levels of adoption of 
IR. Yet, we still do not know why some countries enjoy more competitive advantage 
than others in IR adoption. The chapter addresses this gap by selecting Sri Lanka, a 
country which exhibits a high rate of adopting IR, to explain the national competi-
tive advantage in its readiness for IR adoption. The chapter draws on its theoretical 
framing of Porter’s Diamond Theory. Ample availability of professional accoun-
tants, mounting stakeholder demands, a supportive accounting profession and 
intense competition among organizations aided by award schemes play a key role in 
propelling Sri Lanka towards a high adoption level of IR. Authors also identify the 
national culture of the country plays a key role in this process. In addition to its 
theoretical contributions, this chapter also sheds light on important implications for 
local and international institutions, policy makers, and various professions in iden-
tifying the requisite conditions for promoting new managerial tools and techniques 
such as IR or sustainability reporting (SR).
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3.1  Introduction

Society’s growing awareness of environmental, social and governance issues has 
transformed the way a business is conducted (Kolk and Van Tulder 2010; Seuring 
and Muller 2008). Due to the magnitude of corporate activities, businesses have a 
broader responsibility to meet the aspirations of all its stakeholders – both current 
and future generations. This extended view on corporate responsibility has led to an 
improvement in environment, social and governance (ESG) disclosures provided by 
companies. However, there were concerns as to whether the improvement in ESG 
disclosures of corporate entities reflects their integrated performance (Baron 2014; 
Lodhia 2015). These concerns have created a need to bring together the financial 
and ESG aspects of a company’s performance in a single report to integrate ESG 
components into the company’s strategy. This has led to the development of IR, 
which integrates SR more closely with financial reporting and governance reporting 
of an entity (refer Appendix 1 to see how the three pillars of sustainability are linked 
to the six capitals in IR). By identifying different types of capitals IR, is focused on 
the value creation process of an entity (International Integrated Reporting Council, 
IIRC 2013). In the recent years, IR has been fast diffusing as a new managerial 
technology. Reflecting this trend there are now many studies that focus on various 
aspects related to the adoption of IR. However, these studies do not provide a sys-
tematic explanation of why countries display different rates of adoption. Since the 
available studies on IR have mainly focused on developed countries (Jensen and 
Berg 2012), our understanding is incomplete without a sufficient knowledge of 
emerging economies. In this context, this chapter focuses on how a South Asian 
Country in the Asia Pacific Region has successfully moved towards integrated 
reporting (IR), which enhances the way corporate entities think and report the story 
of their business.

The country selected for this purpose is Sri Lanka, which has a long history dat-
ing back to 543 BC (de Silva 2014). Sri Lanka is a country that has recognized the 
importance of sustainable development from ancient times embracing integrated 
thinking and accountability (Weeramantry 2002). The sophisticated irrigation sys-
tems constructed during the ancient kingdoms of Sri Lanka, which were even 
admired by the British who ruled the country from 1815 to 1948 as a remarkable 
achievement, were an embodiment of integrated thinking, sustainability and 
accountability (Bailey and Tennent as cited in de Silva 2014). Over the years, Sri 
Lanka has become a hub of accountants in Asia exporting its accountants to 
Australasia, Middle East and Africa (Senarathne and Gunarathne 2017). Moreover, 
according to the World Bank (2015) report on ‘Observance of Standards and Codes 
on Accounting and Auditing’, Sri Lanka has always shown a keen interest in the 
improvement of its accounting and auditing practices. Reflecting this interest, many 
Sri Lankan companies have embraced SR and IR on a voluntary basis though they 
have not yet been mandated in the country (World Bank 2015). Further, it indicates 
that these companies have implemented their policies, governance structures and 
monitoring mechanisms to comply with Global Reporting Initiative (GRI) 
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Guidelines on SR.  This claim is also supported by the findings of studies of 
Dissanayake et al. (2016), Gunarathne and Alahakoon (2016) and Abeydeera et al. 
(2016b). As identified in the World Bank report, some Sri Lankan companies had 
started to provide an Integrated Report even before the International Integrated 
Reporting Council (IIRC) issued the Framework on IR with one company1 joining 
its pilot project. Further, the adoption of IR in Sri Lanka is at the diffusion2 stage and 
hence there will be many adopters in the future (Gunarathne and Senaratne 2017). 
These factors highlight that Sri Lanka is a unique case for exploring how it displays 
competitive advantage in adopting IR. This uniqueness is discussed in this chapter 
based on Porter’s Diamond Framework, which has been extensively used in the 
management literature as a theory that explains the international competitiveness of 
countries. This theory is described in detailed in Sect. 3.3.

The required data was collected from multiple sources, which include discus-
sions, participation in forums, experiences of the authors and available rich litera-
ture. The authors held discussions with the relevant officials of companies engaged 
in SR and/or IR, assurance providers on SR, and representatives of PABs. These 
discussions were used to identify the factors that have motivated Sri Lankan compa-
nies to engage in SR and IR, the systems that they have established in this respect 
and the challenges faced. Further, the authors participated in several workshops on 
SR and IR conducted in Sri Lanka and sometimes even as panelists. In addition, 
both authors have served as judges of Institute of Certified Management Accountants 
of Sri Lanka (CMA) Excellence in IR Awards held in 2015. One of the authors par-
ticipated in the evaluation committee of Institute of Chartered Accountants of Sri 
Lanka (CASL) for its first ever IR awards held in 2014 and in the panel of judges of 
Association for Chartered Certified Accountants (ACCA) Sustainability Reporting 
Awards 2015. Moreover, the authors have also drawn insights in developing this 
chapter from their research studies carried out in Sri Lanka on SR and IR.

The subsequent sections of this chapter are organized as follows: Sect. 3.2 pro-
vides a review of extant literature on IR, while the subsequent section presents the 
Diamond Theory of Porter (1990). Section 3.4 presents the application of Porter’s 
Diamond Theory in order to illustrate how and why Sri Lanka displays a high level 
of IR adoption rate. The last Section presents the conclusions and the contributions 
of the chapter to accounting practices.

1 Diesel and Motor Engineering PLC (DIMO) is the Sri Lankan company that has taken part in the 
IIRC Pilot Project. DIMO has a long history dating back to 1939. It has evolved over the years as 
a corporate entity with a significant presence in the automotive industry and providing services in 
an array of engineering sectors.
2 Diffusion is the process by which an innovation is spread or disseminated through a social system 
over time (Rogers 1983). As per the temporal trend of diffusion the cumulative adoption path is 
“S- shaped” with primary, diffusion, condensing and saturation phases. The diffusion stage has a 
rapidly increasing number of adopters. For more details see Bjørnenak (1997)
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3.2  Integrated Reporting

In this section, the extant literature on IR is reviewed under three broad headings: 
emergence of IR; concept of IR; and state of IR around the world.

3.2.1  Emergence of IR

Corporate reporting has undergone a dramatic transformation over time with the 
broadening of the accountability of companies to diverse group of stakeholders 
inclusive of the environment and society at large. Post et al. (2002) in their book 
Redefining Corporation explain this extended accountability as follows:

The modern corporation is the centre of a network of interdependent interests and constitu-
ents each contributing (voluntarily or involuntarily) to its performance, and each anticipat-
ing benefits (or at least no uncompensated harms) as a result of the corporation’s activities 
(p. 8).

This has led corporate entities to report on areas such as governance, risk manage-
ment and sustainability in addition to their financial performance (Eccles and 
Serafeim 2011; Gray et al. 2001; KPMG 2008; Owen 2006). As a result, new forms 
of reporting such as social and environmental reporting, triple bottom line reporting, 
and SR have been developed (Eccles and Krzus 2010) under the broad heading of 
social responsibility reporting, which has led to a substantial increase in non- 
financial reporting by corporate entities (Van Staden and Wild 2013).

Despite these efforts, concerns have been raised as to whether clear information 
on the strategy, governance, performance and prospects of a company is reported to 
its stakeholders (Van Staden and Wild 2013). This discussion grew with the mega 
corporate scandals in many parts of the world in recent times causing much eco-
nomic and social turmoil. As a result, the need arose to develop a reporting model 
that could combine different strands of corporate reporting, namely, financial, gov-
ernance, and sustainability, into a coherent whole to explain an organization’s abil-
ity to create and sustain value (Eccles and Krzus 2010). This provided the impetus 
for the emergence of IR as a new area of policy and practice in corporate reporting 
reflecting ‘integrated thinking’, and how value is created and sustained within an 
organization. Simnett and Huggins (2015) argue that prior to the advent of IR, there 
was no reporting framework by which companies could communicate their value- 
creation story across different time frames to interested stakeholders. IR, a contem-
porary managerial technology,3 drives organizational change towards more 
sustainable outcomes (Eccles and Krzus 2010).

3 Managerial technologies are those tools, devices and knowledge that mediate between inputs and 
outputs (Abrahamson 1991). Since IR combines the inputs, outputs and outcomes of the business 
models of an organization in terms of various forms of capitals, it falls within the definition of a 
managerial technology.
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The pioneering work towards IR was made by the Danish pharmaceutical com-
pany Novo Nordisk in 2002 and the King III Report prepared in 2009, officially 
named as King Code of Governance Principles for South Africa (IoDSA and King 
III 2009), under the leadership of Professor Mervyn King, who championed the 
cause of IR in South Africa. Novozymes, a Danish enzyme company, spun off from 
Novo Nordisk in 2000, produced the first corporate integrated report in 2002 and 
Novo Nordisk began IR shortly thereafter (Eccles and Krzus 2010). Since then, 
Novo Nordisk has become a leader in the quest to measure and report social, envi-
ronmental and financial performance within a single document (de Villars et  al. 
2014). This was followed by several Danish, US and Brazilian companies issuing 
integrated reports during the period from 2004 to 2008 (Eccles and Saltzman 2011). 
Even though these companies varied in terms of industry and geographical diver-
sity, their reasons for issuing integrated reports are similar and are linked with their 
commitment to sustainability, which is defined broadly in financial and ESG terms. 
These companies had identified that an integrated report was the best way to com-
municate to stakeholders how well a company was accomplishing these objectives; 
and recognized that IR is an important discipline for ensuring that a company had a 
sustainable strategy. On the other hand, King III urged organizations to commit to 
the principles of integrated thinking, promoting the concept that strategy, gover-
nance and sustainability are intimately intertwined. These principles were subse-
quently incorporated into the Johannesburg Stock Exchange, requiring the listed 
companies to file an integrated report or explain why they were not doing so.

However, IR rapidly gained prominence globally with the formation of IIRC in 
20104 with its mission to create a globally accepted framework on IR bringing 
together financial and ESG information of organizations into a clear, concise, con-
sistent and comparable format (IIRC 2013). The International <IR> Framework of 
IIRC, the first complete globally accepted framework on IR, was published in 2013. 
Since then over 100 organizations have become a part of the IIRC pilot program for 
reporters, whose aim is to provide an opportunity to discuss and challenge technical 
material, test its application, and share learning and experiences (IIRC 2014).

3.2.2  The Concept of IR

IR is a process that focuses on how an organization creates value in the short, 
medium and long term. Hence, it combines different strands of corporate reporting 
(e.g. financial reporting- FR), governance reporting and SR into a coherent whole 
that explains an organization’s ability to create and sustain value. Thus, IR com-
bines two traditions of corporate reporting  – FR and SR.  FR views a firm as a 

4 The formation of IIRC took place in 2010 with the initiation of Prince’s Accounting for 
Sustainability Project (A4s) and Global Reporting Initiative (GRI). It was initially called the 
International Integrated Reporting Committee and its name was changed to the International 
Integrated Reporting Council in 2012.
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“nexus of contracts” among boards, managers, employees, suppliers and other 
actors, whose core purpose is to maximize returns to investors (Jensen and Mackling 
1976). Conversely, SR provides a broader concept of a firm as a community of inter-
dependent stakeholders who come together to create value as a collectivity (Sison 
2010). Combining these two views, IIRC (2011) describes IR as follows:

Integrated Reporting brings together the material information about an organization’s strat-
egy, governance, performance and prospects in a way that reflects the commercial, social 
and environmental context within which it operates. It provides a clear and concise repre-
sentation of how an organization demonstrates stewardship and how it creates value, now 
and in the future. Integrated Reporting combines the most material elements of information 
currently reported in separate reporting strands (financial, management commentary, gov-
ernance and remuneration, and sustainability) in a coherent whole, and importantly:

• Shows the connectivity between them; and
• Explains how they affect the ability of an organization to create and sustain value in 

the short, medium and long term (p. 3).

However, developing an IR approach within a company requires ‘integrated think-
ing’ to identify the connectivity between different facets of a company that contrib-
ute to creating value and complexity in its value creation process. Eccles and Krzus 
(2010) developed integrated thinking in line with their concept of ‘One Report’, 
which has become synonymous with IR. They describe the concept of ‘One Report’ 
as producing a single report that combines the financial information of a company 
with its non-financial information (such as environmental, social and governance 
issues) showing their impact on each other. They also propose that ‘One Report’ can 
help to shift the focus of an organization from short-term financial goals to long- 
term business strategy that encourages commitment to corporate social responsibil-
ity and to a sustainable society as well.

Further, Stent and Dowler (2015) identify that integrated thinking, which is the 
process central to IR, is concerned with a higher level of thinking, decision making 
and reporting processes, in contrast to superficial compliance with mandatory 
requirements to produce corporate reports. He finds significant parallels between 
IIRC’s concept of “integrated thinking” and the systems thinking paradigm. Hence, 
it is through this process of integrated thinking that a company is able to create and 
sustain value.

IIRC (2013) distinguishes between IR (the process) and an integrated report  
(the end product of the process). In the IIRC <IR> Framework, an integrated report 
provides concise communication about how an organization’s strategy, governance, 
performance and prospects, in the context of its external environment, lead to the 
creation of value over the short, medium and long term. Hence, an integrated report 
should explain how an organization creates value. The value is not created by or 
within an organization alone. It is influenced by the external environment, is created 
through relationships with stakeholders and is dependent on various resources. 
Thus, the integrated report of a company is required to provide insights into the  
following aspects:
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 (a) The external environment that affects the company;
 (b) The resources and the relationships used and affected by the company, which 

are referred to collectively as capitals under six categories: Financial, 
Manufactured, Intellectual, Human, Social and Relationship, and Natural 
(Refer Table 3.1).

 (c) The way the company interacts with the external environment and the capitals 
to create value over the short, medium and long term.

The accounting profession considers that the movement towards IR potentially 
represents the most significant change to the corporate reporting seen in years 
(Deloitte 2012) and its benefits have been considered in the academic literature. 
Eccles and Krzus (2010) classify the benefits of IR under two classes: internal ben-
efits and external market benefits, where the former refers to better allocation of 
internal resources, greater engagement with stakeholders and lower reputational 
risk whilst the latter refers to meeting the needs of investors who require ESG infor-
mation, appearing on sustainability indices, and ensuring data vendors report accu-
rate non-financial information of a company. Eccles and Armbrester (2011) extend 
these benefits to include a third class of benefits termed managing regulatory risk 
covering the preparation for global regulations on IR and responding to local stock 
exchange requirements to report on IR.

Table 3.1 Categories and description of six capitals

Category Description

Financial Pool of funds available for an organization to use in the production of goods 
or provision of services and obtained through financing modes such as equity, 
debt, grants, or funds generated through operations or investments

Manufactured Manufactured physical objects that are available to an organization for use in 
the production of goods or the provision of services

Intellectual Organizational, knowledge-based intangibles that provide competitive 
advantage. These include (a) intellectual property, such as patents, copyrights, 
software, rights and licenses and (b) organizational capital such as tacit 
knowledge, systems, procedures and protocols

Human People’s competencies, capabilities and experience, and their motivations to 
innovate

Social and 
relationship

Institutions and relationships within and between communities, groups of 
stakeholders and other networks, and ability to share information to enhance 
individual and collective well-being

Natural All renewable and nonrenewable environmental resources (e.g. air, water, 
land, minerals and forest) and processes (e.g. bio-diversity, eco-system health) 
that provide goods or services that support the past, current or future 
prosperity of an organization

Source: The International <IR> Framework 2013
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3.2.3  State of IR Around the World

Companies are at varying stages in their path towards integration of different facets 
of reporting in moving towards IR, as revealed in the survey of ACCA and Net 
Balance Foundation (2011) in ASX 50 companies. The study carried out by Jensen 
and Berg (2012) reveals that there are several country-level determinants of IR such 
as investor and employment protection laws, intensity of market coordination and 
ownership concentration, the level of economic, environmental and social develop-
ment, degree of national corporate responsibility and the value system of the coun-
try of origin. However, more recent studies show that IR is gaining momentum as a 
reporting model. The survey carried out by KPMG in Japan reveals that the number 
of Japanese companies that have prepared integrated reports in 2014 has consider-
ably increased (i.e. by 38%) compared to that of 2013 and 26% of these companies 
have made explicit reference to the IIRC Framework. Further, 42% of these compa-
nies have presented their business models with 41% of them making reference to 
capitals identified in the IIRC Framework (KPMG 2015). Nevertheless, there are 
impediments to adopting an IR reporting model. Stent and Dowler (2015), provid-
ing early evidence of the changes required for current corporate reporting in New 
Zealand in terms of the IR Framework requirements, observe a gap between IR 
requirements and current best practice reporting processes. The study finds that 
common deficiencies that contribute to this gap include failing to: integrate report-
ing processes and to provide for oversight of these processes; report against regional/
industry benchmarks; and to report on uncertainties in the future outlook of the 
entities concerned.

On the other hand, several studies have addressed the potential of reporting prac-
tices employed by the early adopters of IR to promote the transition to sustainable 
business practices. Stubbs and Higgins (2014), who investigated the internal mecha-
nism employed by early adopters of IR in Australia, find that these organizations 
have changed or claimed to have changed their processes and structures; they have 
not necessarily stimulated new innovations in disclosure mechanisms. Hence, this 
study suggests that currently IR represents rather a transition from SR than an inno-
vation driving transformation in organizations. Higgins et al. (2014) examined the 
business organizations in Australia that were the first to adopt IR, drawing from 
institutional theory to explain how early adopters made sense of IR. They suggest 
that the institutionalization of IR is unfolding and that isomorphism is likely to fol-
low. However, this study also shares the view that this process is unlikely to deliver 
a fundamental change to organizational operations. While most of these studies are 
limited to developed countries, in the Sri Lankan context, Gunarathne and Senaratne 
(2017) find that IR adoption is at a diffusion stage with the number of companies 
that have adopted IR increasing rapidly from two companies in 2011 to 32 by the 
end of 2014. Further, Gunarathne and Senaratne (2017) find that the early adopting 
companies of IR in Sri Lanka had also been engaged in SR in the past. These com-
panies are characterized by their integrated business models, a progressive work 
culture and the supportive role extended by the top management for adopting 
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 managerial innovations. The study also finds a transitional approach to IR in these 
companies evolving through incremental changes to systems and processes that are 
already established in them in relation to SR. This reflects a similar pattern to that 
observed by Stubbs and Higgins (2014) in Australia.

Further, Brown and Dillard (2014) critically assess IR to broaden the dialogue on 
how accounting and reporting standards assist or hinder efforts to foster sustainable 
business practices. In their study, they criticize the IIRC proposals stating that they 
offer few critical insights into the current ways of thinking, acting and reporting. 
Thus, drawing on natural science and technology research, they present the ways in 
which IR can be rearticulated. Further, Simnett and Huggins (2015) provide insights 
and details of the process of adoption of IR with implications for adopters and 
assurance providers of integrated reports, standard setters and regulators. They 
argue that in the early stages of the International <IR> Framework, there is a need 
and desire for corporate decisions to be based on a high quality and appropriate 
evidence base. This indicates that any business case for either regulatory initiatives 
or individual entity decision-making should be informed by high-quality research. 
Hence, the studies on IR in general have provided insights into the thinking, policy 
and practices around IR in different countries posing many interesting issues for 
further investigation in future studies. In this context, this chapter attempts to 
address how an Asian Pacific country displays competitive advantage in adopting IR 
using Porter’s Diamond Theory.

3.3  Porter’s Diamond Theory

Porter’s (1990) Diamond Theory suggests several important determinants of a 
nation’s global competitiveness. This model cleverly integrates the important vari-
ables that determine a nation’s competitiveness into one model while most of the 
other models are not comprehensive models (Moon et al. 1998). Porter’s model has 
been widely used to analyze a country’s competitive advantage, in general, or the 
global competitiveness of industries (Bellak and Weiss 1993; Cartwright 1993; 
Clancy et  al. 2001; Curran 2000; Hodgetts 1993; Moon et  al. 1998; Sardy and 
Fetscherin 2009; Sledge 2005; Zhaoa et al. 2011). According to Porter (1990), the 
ability to derive advantages in international trade and sustain them is not a cause, 
but an effect. Porter is of the view that a nation is most likely to be successful in 
industries when the national ‘diamond’ is the most favorable. The Diamond Theory 
has four broad interrelated attributes, namely, (a) factor conditions; (b) demand con-
ditions, (c) related and supporting industries, and (d) firm strategy, structure, and 
rivalry (refer Fig. 3.1). He further suggests that government and chance events act 
as exogenous parameters of the model.
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3.3.1  Factor Conditions

Every nation possesses factors of production – the inputs necessary for competing 
in any industry such as labor, land, natural resources and infrastructure. These fac-
tors can be grouped broadly into human resources, physical resources, knowledge 
resources (in universities, research institutes, databases, and trade associations), 
capital resources and infrastructure (transportation systems, communications sys-
tems). In suggesting a hierarchy of factors, Porter distinguishes between basic fac-
tors (natural resources, climate, location, unskilled labor and semi-skilled labor) 
and advanced factors (modern communications infrastructure, educated personnel, 
and research institutes). He is of the view that advanced factors are the most impor-
tant for achieving higher order competitive advantage. They are scarce since their 
development needs sustained investments of both human and physical capital. In 
discussing the importance of factor creation, Porter opines:

Nations succeed in industries where they are particularly good at creating, and most impor-
tantly, upgrading the needed factors. Thus, the nations will be competitive where they pos-
sess unusually high quality institutional mechanisms for specialized factor creation. (Porter 
1990, p. 80)

3.3.2  Demand Conditions

Another important component of the model, namely, home demand conditions, 
shapes the rate and character of improvement and innovation by firms. Porter sug-
gests that there are three broad attributes of home demand: nature of buyer needs of 

Firm strategy, 
structure, and 

rivalry

Demand 
conditions

Related and 
supporting 
industries

Factor
conditions

Fig. 3.1 Determinants of national competitive advantage (Source: Porter 1990, p. 72)
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home demand, the size and patterns of growth of home demand (rate of growth of 
home demand, the presence of independent buyers and early home demand) and the 
mechanisms by which a nation’s domestic preferences are transmitted to foreign 
markets through multinational local buyers (Porter 1990, p. 86). Nations can gain 
advantage when home buyers exert pressure on local firms to innovate faster and 
achieve more sophisticated advantages. In explaining the nature of buyer needs, 
Porter suggests that when domestic buyers are sophisticated and demanding and the 
needs of home buyers anticipate those of other nations, a nation’s firms gain com-
petitive advantage. In support of this view, Moon et al. (1998) hypothesize that a 
higher level of education among consumers, inter alia, could also increase demand 
sophistication.

3.3.3  Related and Supporting Industries

Home-based suppliers and related industries are another attribute of the diamond. 
The presence of internationally competitive supplier industries creates advantage for 
downstream industries by providing efficient, early and rapid access to cost- effective 
inputs and fostering the process of innovation and upgrading (Porter 1990). 
According to Moon et  al. (1998), related and supporting industries are “those 
whereby firms coordinate or share activities in the value chain or those which involve 
products that are complementary to the firms of a given nation” (p. 143). The inter-
nationally successful related industries provide opportunities for information flow 
and technical interchange, share activities and forge alliances (Porter 1990).

3.3.4  Firm Strategy, Structure and Rivalry

Explaining another broad determinant of national competitive advantage, Porter 
suggests that the context in which firms are created, organized and managed and the 
nature of domestic rivalry play a significant role. Firms will succeed when the man-
agement practices are favored by the national environment. Also, Porter proposes 
that some important aspects such as attitudes towards authority, interpersonal inter-
actions, social norms of individualistic or group behavior and professional stan-
dards influence the way in which firms are organized and managed. Porter suggests 
that these grow out of the education system, social of religious history, family struc-
ture and many other unique conditions of a nation. The nature of corporate gover-
nance and motivations of owners or managers who manage the firms can enhance 
the success of certain industries when these goals and motivations are aligned with 
the sources of competitive advantage. Porter expresses a strong preference for vig-
orous domestic rivalry for creating and sustaining competitive advantage (p. 117). 
In contrast to the popular argument of wasteful domestic competition, Porter is of 
the view that nurturing “national champions” can enhance national competitive 
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advantage. He prefers domestic rivalry when improvements and innovations are 
recognized as the essential ingredients of competitive advantage. Domestic rivalry 
can take many forms such as price or even technology. Rivalry creates pressure on 
others to improve, signals others that advancements are possible, attracts new rivals 
to an industry and fosters government support. Sometimes, domestic rivalry by 
going beyond economic rationales can become emotional and even personal.

In explaining the exogenous parameters, Porter suggests that chance events, the 
occurrences that have little to do with the circumstances of a nation, and hence are 
outside the powers of firms and government, by influencing and being influenced by 
each of the four determinants, are also significant for determining national competi-
tive advantage.

Despite its wide acceptability, the model is not without its critics. Moon et al. 
(1998) are of the view that Porter fails to incorporate the effects of multinational 
activities in the model and this has limited its predictive power (Grant 1991). Hence, 
a Double Diamond Theory (Rugman and D’Cruz 1993) has been suggested incor-
porating both domestic and foreign diamonds. Moreover, Moon et al. (1998) have 
also suggested a generalized Double Diamond Model to analyze small economies.

The next section of this chapter explains how the attributes of Porter’s (1990) Diamond 
Theory can be used to explain the country readiness of Sri Lanka in adopting IR.

3.4  Application of Diamond Theory to Sri Lanka

This section illustrates how Sri Lanka displays a high level of readiness for IR adop-
tion by using the four attributes, namely, (a) factor conditions, (b) demand condi-
tions, (c) related and supporting industries, and (d) firm strategy, structure, and 
rivalry of Porter’s (1990) Diamond Theory.

3.4.1  Factor Conditions

Sri Lanka is home to many advanced factors that could favorably impact the fast 
adoption of IR. Among them, its skilled labor force, which is a result of the coun-
try’s significant investment in education from 1947, plays a major role (Ministry of 
Education, MOE 2013). Sri Lanka introduced free education from kindergarten to 
university in early 1947 (MOE 2013) and this has enabled it to maintain a very high 
primary and secondary education enrolment ratio (refer Table 3.2).

Due to these investments in human capital, the country enjoyed a literacy rate of 
92.5% in 2013 (Department of Census and Statistics of Sri Lanka 2013), which is 
one of the highest in Asia. Moreover, the country produces approximately 29,000 
graduates (both graduate and postgraduate) annually (University Grants 
Commission, UGC 2013) through its university system. In addition, there are many 
vocational training colleges, technological institutions, private universities, etc. that 

A.D.N. Gunarathne and S. Senaratne



51

offer both graduate and postgraduate level qualifications. While some of these 
courses focus on accounting and business management that are related to IR directly, 
others are from different disciplines. These figures, compared with the country’s 
population of twenty million, become significant in facilitating the adoption of 
IR. As outlined in the Six Capital Model (refer Sect. 3.2), this diverse knowledge of 
functional areas facilitates integrated thinking and creating integrated business 
models within organizations. Since sustainability (or even accounting), in general, 
can be supported and/or practised by accountants as well as non-accountants 
(Bennett et al. 2013; Gunarathne et al. 2015; Montano et al. 2001; Schaltegger and 
Zvezdov 2015), this diverse skill base of the country provides a generally favorable 
condition for the adoption of IR.

In addition to this general skill base, Sri Lanka is home to three local PABs and 
two international PABs of UK origin (World Bank 2015). Sri Lanka’s strong 
accounting profession has its roots dating back to British colonial rule in the country 
(Senaratne and Cooray 2012). Due to the long presence of the two UK- based 
accounting bodies, now the country boasts the highest UK-qualified accountants 
among countries outside the UK (SLASSCOM 2015). Table 3.3 shows the number 
of students and members of these PABs. Even though the PABs in Sri Lanka date 
back to British colonial times, the richness of its accounting practices can be traced 
back to the time of its ancient kingdoms (Liyanarachchi 2009, 2015). Liyanarachchi 
(2009) provides evidence of the accounting and auditing practices that prevailed in 
ancient Sri Lanka (from 815 to 1017 AD) showing how accounting was relied upon 
to maintain the reputation of a Buddhist monastery and that of its members, and 
thereby maintain goodwill among Buddhist monks, rulers, and people. Liyanarachchi 
(2015), which is an extension to Liyanarachchi (2009), shows that Buddhist Temple 
Accounting (BTA) emerged to address the societal need for accountability during 
that era reflecting the socio-economic needs that motivated them. Hence, concepts 
such as accounting and accountability have been deeply rooted in Sri Lankan soci-
ety for a long period, providing a conducive background for the PABs to flourish 
during and after colonization.

In addition, there are 13 universities and several vocational training colleges that 
offer degrees and diplomas in accounting specialization (UGC 2013). Additionally, 
the students of engineering, physical sciences and agriculture also learn accounting 
and/or business management as part of their degree programs. This skill base, either 
specializing in accounting or being familiar with accounting/business management, 
provides an encouraging climate for adopting IR. This is evident in the fact that about 
50% of students who earn higher education degrees are trained in technical and busi-

Table 3.2 Selected education enrolment indicators in Sri Lanka

Indicator % (out of total category)

Primary net enrolment ratio (5–9 years) 98.45
Secondary net enrolment ratio (10–14 years) 99.19
Age-specific enrolment ratio (5–14 years) 98.77

Source: Central Bank of Sri Lanka (CBSL) 2014, p. 77
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ness disciplines (AT Kearney 2012). The density of qualified accountants in the coun-
try has enabled Sri Lanka to be considered a vibrant business process outsourcing 
sector for financing and accounting outsourcing (FAO) (World Bank 2015) and to be 
ranked among the top 19 global centers of excellence for FAO (SLASSCOM 2015).

There have been remarkable infrastructural developments in Sri Lanka recently, 
particularly in information technology. Colombo, the commercial capital of the 
country, has been ranked among the top 20 outsourcing destinations in the Asia 
Pacific region (Tholons 2014). Moreover, AT Kearney (2012) recognized Sri Lanka 
as a hidden gem for IT, business process outsourcing and knowledge services out-
sourcing. Compared to other developing nations, the country has a high level of IT 
literacy as well. In addition to this high level of general IT literacy, the country 
places a high level of emphasis on the IT skill development of accountants by mak-
ing it an integral component of the curriculum. Given below are some notable steps 
taken in this regard:

• The Department of Accounting (DA) of the University of Sri Jayewardenepura 
(USJ)5 has focused on the development of IT skills among its graduates from the 
inception (i.e. from 1992); this emphasis is still sustained in its curriculum).

• The two local PABs, CASL and CMA, offer IT-based accounting course units 
during and after the professional course.

• CIMA has now converted its entire examination system into a computer-based 
system.

In addition to the high level of IT skills, the level of English is high in the country 
and is considered the language of the business community. Due to the impact of 
colonial rule from 1815 to 1948, (AT Kearney 2012; Jayewardene 2000), the coun-
try has placed a lot of emphasis on learning the English language from kindergarten 
to university level. The emphasis on English language skill development is also 
essential for accountants. For instance,

5 DA, USJ introduced the first accounting degree program in the Sri Lankan University system in 
1991.

Table 3.3 Numbers of students and members of PABs in Sri Lanka

Name of the PAB No. of students No. of members IFAC member status

CASL 44,007 4300 Full member
CMA 16,877 2253 Full member
AAT 40,118 4069 Associate member
CIMA 15,727 3163 Full member
ACCA 790  264 Full member

Source: World Bank (2015, p. 28)
CASL – Institute of Chartered Accountants of Sri Lanka
CMA – Institute of Certified Management Accountants of Sri Lanka
AAT – Association of Accounting Technicians of Sri Lanka
CIMA – Chartered Institute of Management Accountants UK
ACCA – Association of Chartered Certified Accountant UK

A.D.N. Gunarathne and S. Senaratne



53

• The medium of instruction is English in many of the academic accountancy 
degree programs such as USJ and University of Colombo.

• In CASL and, CMA only the first two stages are not conducted in English while 
ACCA and CIMA courses are conducted totally in English.

• CASL and CMA have separate English language skill development course units.
• DA of USJ, CASL and CMA have oral practical requirements in the English 

medium.

The high level of IT use and fluency in English also provide a very positive envi-
ronment for the accountants to adopt IR easily by means of, but not limited to,

• Enabling them to easily access international resources including new develop-
ments on IR and practices of internationally pioneering companies using the 
internet.

• Enabling them to better understand the contents of IR and also to collaborate 
with foreign parties which could further strengthen its adoption.

• Supporting them to easily capture sophisticated Information Systems required 
for the adoption of IR.

• Enabling them to utilize the available systems and processes in organizations to 
facilitate models that support IR.

3.4.2  Demand Conditions

The buyers of IR are a wide set of stakeholders who will use the report for various 
purposes. There is a great need in Sri Lanka for corporate reporting that focuses not 
only on financial but also on non-financial performance. This demand stems from 
various stakeholders including business partners, government, customers, and even 
society at large.

Sri Lankan society is generally vigilant about the environmental and social 
implications of business activities. In recent years, ignorance of environmental and 
social ramifications, corruption, cronyism, nepotism and malpractices have been 
extensively criticized in the political and social arenas in Sri Lanka. This phenom-
enon was powerful enough to overthrow the former government of Sri Lanka at the 
2015 election (Bandarage 2015). Thus, civil society continuously expects the gov-
ernment as well as organizations to act in an environmentally and socially friendly 
manner. There are many instances where failure to maintain the social license 
(Deegan 2000, 2002; Patten 1992), particularly due to ignorance of the impact of 
organizational activities on the environment and community, have led to a suspen-
sion of business activities or social chaos (Cho 2009). For example, water 
 contamination issues such as in Rathupaswela6 created significant social unrest in 

6 In 2013 the villagers in Rathupaswela had been protesting against a water crisis they faced for a 
long period. They were demanding that the Rubber Gloves Factory in the area be shut down claim-
ing that the factory waste was polluting the groundwater in the area. When the army was deployed 
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civil society. Due to very high penetration levels of IT, civil society in Sri Lanka is 
very active in using the electronic media in general and social media in particular 
for a variety of purposes (Gunawardene 2015). For instance, any malpractice of the 
government, a corporation or a public institute is immediately published in the 
social media thus demonstrating the empowerment of the people in developing 
nations (Ali 2011). This creates pressure on companies to cautiously monitor their 
activities and performance and also report on them targeting the wider society in a 
bid to maintain or enhance its social license to operate.

Apart from these pressures, local and foreign buyers of products of Sri Lankan 
companies also demand better social and environmental performance together with 
good governance. Since the country has been following an export-oriented policy 
from 1978, it has become a preferred supplier of apparel, IT solutions, tea, etc. 
Hence, these organizations, which are mainly export-oriented, are compelled to fol-
low integrated business practices and report on their performance (Fernando et al. 
2015; Dissanayake et al. 2016) as part of a global supply chain.

3.4.3  Related and Supported Industries

From a related and supportive industry perspective, the availability of three local 
PABs and two foreign PABs bodies (refer Table 3.3) is another favorable condition. 
These PABs contribute to the adoption of IR in different ways as follows:

• Since these PABs are IFAC member bodies, they need to align their curricula and 
Continuous Professional Development (CPD) programs with the International 
Education Standards (IESs) of IFAC (IFAC 2014). This ensures that the mem-
bers of these PABs are kept updated on the latest developments in the field of 
accounting (World Bank 2015).

• In order to remain relevant and also to differentiate between each other, these 
PABs (both local and foreign) that operate in Sri Lanka actively take many initia-
tives to popularize IR. These activities improve the awareness of members while 
providing training and guidance in IR which provides a favorable environment 
for adopting IR. Some of these notable activities are shown in Table 3.4 below:

• These PABs also hold competitions/award schemes on IR. They have become 
very effective in the speedy diffusion of IR in the Sri Lankan context (Gunarathne 
and Senaratne 2017). They are listed in Table 3.5 below. They promote  awareness, 
identify issues, and provide guidelines and training opportunities. Through a 
combination of resources, preparers of integrated reports have access to a rich 
pool of resources to support high quality reports (World Bank 2015).

to disperse the protesters, 3 people (including 2 schoolboys) were killed and 36 civilians were 
injured. This spurred a wide social and political crisis in the country, making the government of 
that time highly unpopular. Due to the widespread social unrest, the Human Rights Commission of 
Sri Lanka (HRCSL) conducted an investigation and held the army responsible for the shooting 
(Maduwage 2015).
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• These PABs not only promote IR but also set an example by preparing their 
annual reports as integrated reports. Almost all the PABs, both foreign and local, 
have prepared their latest annual reports as integrated reports. This provides 
guidance, motivation and models for the companies to prepare their integrated 
reports.

Not only PABs but also some universities in the country are very active in pro-
moting IR and SR (Gunarathne and Alahakoon 2016). Among them, the DA of USJ 
has taken many initiatives in this regard including the following:

• Introduction of IR into the degree curricula.
• IR has now been included in the curricula of the following course units in bach-

elor’s and master’s levels:

 – ACC 3320: Financial Reporting
 – ACC 4322: Advanced Accounting Theory
 – ACC 4327: Sustainability Management Accounting
 – MPACC 1301: Contemporary Issues in Financial Reporting

• Guest lectures on IR to share industry experiences.
• Forums and conferences related to sustainability that also discuss IR, for 

example,

 – 2014 – Forum on Sustainability Management Accounting
 – 2015 – EMAN Global Conference
 – 2015 – Business Forum on Sustainability held in parallel with the EMAN 

Global Conference

Table 3.4 Activities organized in Sri Lanka on IR

Activity Organized by Year

Conference on IR (Business Resilience through 
IR)

CMA 2015

Launch of “Preparer’s Guide to Integrated 
Corporate Reporting”

CASL 2015

Roundtable discussion on IR CASL 2013
CFO Forum on IR CASL 2013
Seminar on IR CASL 2013

Table 3.5 Competitions organized in Sri Lanka on IR

Competition Organized by

Excellence in integrated reporting awards CMA
Sustainability reporting awards ACCA
Integrated reporting award presented at annual report 
competition

CASL

Sustainability reporting award presented at annual report 
competition

CASL
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While the first two activities focus on the students, who will be the future accoun-
tants, the last activity mainly focuses on the business community, academics and 
policy makers of the country who directly apply or promote the adoption of IR.

The availability of consulting firms and assurance providers also plays an impor-
tant role in providing a conducive environment for the adoption of IR. The country 
has a well developed supportive industry that comprises:

• Annual report preparing companies;
• Consulting firms; and
• Assurance providers.

The authors see a nexus between players with related and supportive industry 
points of view. This nexus is depicted in Fig. 3.2.

The PABs, universities and consulting firms provide the necessary inputs and 
guidance to the preparers of integrated reports while the annual report preparing 
companies provide a facilitating role in the integrated report preparation process. 
The assurance provided by furnishing an external independent view improves the 
credibility of the information in the reports. In addition to providing inputs for the 
integrated report preparers, the PABs drive the adoption of IR through their  
competitions. Hence, the motivating impact of PABs is shown as a dotted line in  
the nexus.

3.4.4  Firm Strategy, Structure and Rivalry

The strategies and structures of Sri Lankan business firms also support the adoption 
of IR. The preparation of sustainability reports over a long period of time has led 
many Sri Lankan firms to adopt conducive strategies and structures to support the 
adoption of IR. As Senaratne et al. (2015) found, there are 105 listed companies that 

Preparers 
of 

integrated 
IR

Assurance 
providers

Annual reporting 
companies

Consulting 
firms

Universities

PAB

Fig. 3.2 Nexus of related and supportive industry for IR in Sri Lanka
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prepare sustainability reports. Also, there are a few other non-listed firms that pre-
pare sustainability reports. As identified by Stubbs and Higgins (2014), the compa-
nies that prepare sustainability reports find the adoption of IR to be a transition from 
sustainability reporting rather than a transformation. This view is further confirmed 
by Gunarathne and Senaratne (2017) in the Sri Lankan context. By practising sus-
tainability reporting, these companies have built an integrated business model/
thinking. For example, these companies have:

• Separate well established sustainability units/divisions;
• Persons responsible for sustainability such as sustainability champions whose 

job descriptions now include the work they have to carry out for sustainability;
• Availability of information systems that support sustainability information; and
• Sustainability thinking within the organizations and availability of mechanisms 

such as 14,000, and ISO 50001.

From a rivalry perspective, as mentioned in the related and supportive industry 
section, PABs hold many competitions (refer Table 3.6). The situation has therefore 
promoted competition among the business community to win awards. The number 
of applications received for the competitions provides evidence of the enthusiasm of 
the Sri Lankan business community to compete for awards.

Although the four attributes of Porter (1990) can be used to explain why Sri 
Lanka enjoys a competitive advantage in adopting IR, the authors strongly felt that 
the explanation is incomplete in this context. Hence, further deliberations and anal-
ysis led them to discover a missing attribute in adopting Porter’s Diamond Theory. 
The next section explains this missing attribute.

3.5  The Missing Attribute: Impact of National Culture

In the Porter’s Diamond Theory, too little attention has been given to the influence 
of national culture on the national competitive advantage (Bosch and Prooijen 
1992). Bosch and Prooijen (1992) suggest that “the influence of national culture can 
be shown for every determinant of Porter’s Diamond” and they go on to say “national 
culture is the base on which the national diamond rests” (p. 176). Echoing a similar 

Table 3.6 Competitors in IR award schemes

Competition Organized by
No. of 
applicants

Sustainability reporting awards ACCA – 2014 76
ACCA – 2015 55

Excellent in integrated reporting awards CMA 41
Integrated reporting award presented at annual report 
competition

CASL 29

Sustainability reporting award presented at annual  
report competition

CASL 29
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view, the authors clearly noticed crucial role the Sri Lankan national culture plays 
in facilitating IR adoption and its effect on the four attributes of the Diamond 
Theory. The impact of national culture on accounting practices has been studied 
extensively and widely debated (Askary 2006; Askary et al. 2008; Gray 1988; Gray 
and Vint 1995; Lee and Herold 2016; Perera 1989). Many of these studies have 
referred to Hofstede’s (1980) notable work on national culture. However, so far, we 
did not come across any study that attempts to integrate national culture to the 
Diamond Theory to explain the competitive advantage of a nation towards adopting 
accounting practices.

As outlined briefly in Sect. 3.1, the growing interest in IR in Sri Lanka is a mani-
festation of concepts such as accountability and sustainability, which are deeply 
rooted in Sri Lankan society from the time of the ancient kingdoms of the country 
(from 543 BC to 1815). The maintenance of an irrigation network spreading over 
the dry zone in the country during the Anuradhapura Kingdom, the first capital of 
Sri Lanka from 377 BC to 1017, is a classic example of the holistic view adopted in 
the development of the country by its kings. These irrigation systems consisting of 
tanks, canals and channels were made to conserve water during the rainy season and 
use it in paddy cultivation, which was the main livelihood of the people during that 
time and was remarkably attuned to coping with geological and geographical pecu-
liarities of the location (de Silva 2014). Hence, these irrigation systems contributed 
to improving the agriculture sector of the economy and social conditions of the 
people while safeguarding the environment through the conservation of water. This 
also indicates the broad connotation given to accountability by the Sri Lankan kings 
focusing on all three dimensions of sustainability – economic, social and environ-
mental. This thinking that has shaped the national culture of the country for many 
centuries still remains in Sri Lanka.

Though there is no unified national culture (de Silva 2014; Jayawardena 2000), 
Sinhalese-Buddhist culture is dominant and shared by the majority of Sri Lankans. 
The central doctrine of Buddha is the concept of “dependent origination” (known as 
paticca-samuppada), in which the conditionality of all physical and psychical phe-
nomena can be observed (Payutto 1994; Wijeratne 2006). This is in contrast to the-
ism, which advocates the idea of linear thinking and evolution of time and space. 
Since this way of thinking has been internalized in Sri Lankan society over many 
centuries, society, including the individuals and social institutions, believes in holis-
tic and system thinking, which is very much akin to the integrated thinking in 
IR. Thus, the central idea of IR is not alien to Sri Lankan society. In support of our 
view, Lodhia (2015) shows how the ethical principles valuing the inter-connected 
nature of economic, environmental and social dimensions of an organization impact 
on creating integrated thinking on which IR is grounded on. While integrated think-
ing is a part of the Sri Lankan ethos, there are many other ways in which the Six 
Capital Model of IR is positively influenced by the concepts in Buddhism. For 
example, the Buddha’s path to emancipation (vimikka) is laid down in the four 
Noble (ariya) Truths. The path to emancipation (known as aria attangika-magga or 
the noble eightfold path), which is the last noble truth, consists of sila (morality), 
samadhi (mental discipline) and panna (wisdom) (refer Appendix 2). For instance, 
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the sila of the eightfold path is based on compassion and universal love towards all 
living and non-living beings, which essentially covers the human and natural capi-
tals in the Six Capital Model of IR. The third sila – right livelihood – is to refrain 
from all ill-virtuous activities and the Sri Lankans regard right livelihood as very 
important when choosing an occupation or business. This highlights the importance 
of following governance (mainly self-governance) which is also an essential ingre-
dient of IR.  Moreover, Buddha emphasized the importance of investment in the 
Sigalovada Sutta (of Digha-nikaya), the importance of the environment in the 
Thera-Theri Gatha (Kuddhika-nikaya), and the duties of a layman towards different 
stakeholders including employees in the Digha-nikaya (Wijeratne 2006). Though a 
detailed coverage of Buddhist way of thinking is not expected to be given in this 
chapter, the authors wish to stress that Buddhist thinking greatly facilitates the inte-
grated thinking and concepts of IR in a number of ways.

However, the authors do not believe that IR will necessarily be an absolute hap-
pening in Sri Lanka, mainly due to this cultural aspect. While providing a very 
favorable condition, Buddhist culture itself leads to a dilemma in regard to the adop-
tion of IR. The Buddhists engage in virtuous and rightful activities as part of their 
religious observances and do not display an interest in reporting. Perhaps, frequent 
reporting of such activities, particularly CSR or sustainability, is deemed insincere, 
not genuine, and this managerial intent overrules the accounting aspect (Fernando 
2014). Thus this poses a challenge for managers or corporations. Similarly 
Buddhists, through their middle path thinking, are self-contained in a mediocre life 
in which accumulation of material wealth is hardly valued (Nanayakkara 1988). 
This aspect, the authors think, may reduce the Sri Lankan managers’ or accoun-
tants’ desire to achieve excellence in IR. They might possibly settle for an indiffer-
ent attitude to IR, and thus may lose interest in keeping abreast of international 
developments in IR. The duality of the Buddhist culture offers a very conducive 
environment for the adoption of IR, coupled with the other four factors of national 
competitive advantage, while restraining the Sri Lankan business community or 
organizations from achieving great heights in IR. The authors believe that it is the 
interplay of these two opposing forces of Sri Lankan culture that will decide the 
future of IR in Sri Lanka.

On the other hand, recent empirical evidence shows that the corporate reporting 
practices in Sri Lanka are strongly influenced by global reporting guidelines such as 
GRI (refer Abeydeera et  al. 2016b, b for more details). For example, Abeydeera 
et al. (2016b) find a disconnect between Buddhism as a prevalent institutional force 
in the local culture and corporate representations evident in SR practices in Sri 
Lanka particularly owing to later being highly institutionalized by global reporting 
frameworks such as GRI. Further Abeydeera et al. (2016a) argue that Buddhist val-
ues, which that typically shape managers’ private moral positions on sustainability 
are not generally reflected in the organizations in which they work since the eco-
nomic factors overshadow the activities of these organizations. Thoradeniya et al. 
(2015) find that Buddhism significantly affect values and beliefs of managers of Sri 
Lankan companies particularly of non-listed entities when they engage in SR prac-
tices. Though these studies are mainly focused on SR (not necessarily IR), we 
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believe that the national culture alone does not influence the corporations (or man-
agers) to engage in IR or SR practices. Only when these attributes of the Porter’s 
Diamond Theory are present along with the favourable cultural environment, Sri 
Lanka is positioned on a strong situation to adopt IR practices than other countries. 
The recent growth in IR adoption by the corporations in Sri Lanka provides evi-
dence to this.

3.6  Conclusions

The chapter explained why and how Sri Lanka, an emerging Asia Pacific island 
nation, displays a high rate of adoption of IR. By drawing on the theoretical framing 
of Porter’s Diamond Theory, the chapter illustrated how attributes such as the avail-
ability of qualified professional accountants and the high level of general education, 
various stakeholder demands for better ESG reporting, a dynamic accounting pro-
fession together with supportive industries, intense competition among organiza-
tions and established structures and strategies for SR play a crucial role in facilitating 
the adoption of new accounting tools such as IR.  More importantly, the authors 
suggest that the national culture, which is very much akin to integrated thinking and 
Six Capital Model, provides a favourable condition to follow integrated thinking 
that would eventually lead to IR.

By explaining country readiness of Sri Lanka in adopting IR, the chapter makes 
several important contributions to the existing body of knowledge of both IR and 
SR. First, it demonstrates the country context in an emerging Asia Pacific nation in 
adopting new emerging ESG reporting tools and techniques such as IR (de Villars 
et al. 2014). Through this, the chapter attempts to broaden the knowledge of IR, 
which is, so far, based on theoretical investigations and stand-alone case studies 
(Jensen and Berg 2012) limited mainly to developed countries. Second, the chapter 
extends Porter’s (1990) Diamond Theory to analyze how a country enjoys competi-
tive advantage in adopting new managerial or accounting technologies. This is a 
novel approach since the Diamond Theory has been largely used to explain the 
national competitive advantage of certain industries such as automobile, petrochem-
ical, dairy, music, software, power or education or countries (for instance, see 
Clancy et al. 2001; Curran 2000; Hodgetts 1993; Sardy and Fetscherin 2009; Sledge 
2005; Zhaoa et  al. 2011). Third, the paper attempts to integrate the crucial role 
played by the national culture in promoting or restraining new managerial or 
accounting tools and techniques in Porter’s Diamond Theory. Although the culture 
and accounting have been studied extensively in the past, we hardly found any 
research that investigates the impact of national culture on recently emerging 
accounting practices such as IR or SR, particularly in the emerging Asian Pacific 
economies.

Apart from these academic contributions, this chapter deals with some important 
implications for policy makers and various professions in identifying the requisite 
conditions for promoting new managerial tools and techniques such as IR and 
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SR. The Diamond Theory essentially provides an analytical framework for govern-
ments, regulators, policy makers and professional institutions to identify a situa-
tional analysis (such as SWOT). The global accounting players such as IFAC, GRI 
or IIRC or even other bodies such as the World Bank, UNICEF or UN can under-
stand why some countries report a fast diffusion of new (accounting) concepts or 
tools while other countries are slow in adopting them. These local or international 
players thereby can identify the focus areas to concentrate on when promoting new 
managerial technologies.

 Appendices

 Appendix 1: Linking sustainability performance to six capitals

Economic 
performance*

Financial capital
(Mix of equity and debt capital of an organization)

Manufactured capital
(Material goods and infrastructure used by an 

organization)

Social
Performance*

Human capital
(Health, skills, knowledge and motivation of 

individuals of an organization)
Social capital

(Value added in an organization by human 
relationships, partnerships and co-operation)

Environmental 
performance

Natural capital
(Natural resources and processes used in delivering 

products and services)

Sustainability Reporting Integrated Reporting 

 

* Intellectual capital (i.e. organizational knowledge-based intangibles, including 
intellectual property and organizational capital) can be mainly related to economic 
and social performance. It should also be noted the relationships given above are not 
mutually exclusive and hence there can be many other linkages among sustainabil-
ity performance aspects to six capitals
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 Appendix 2: Eightfold path of Buddha’s way of emancipation

Division Eightfold-path factors

Wisdom (panna) 1. Right view/understanding (Samma-Ditthi)
2. Right intention (Samma-Sankappa)

Ethical conduct/morality (sila) 3. Right speech (Samma-Vaca)
4. Right action (Samma-Kammanta)
5. Right livelihood (Samma-Ajiva)

Concentration/mental discipline (samadhi) 6. Right effort (Samma-Vayama)
7. Right mindfulness (Samma-Sati)
8. Right concentration (Samma-Samadhi)

Source: Narada (2010)
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