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ABSTRACT

With the recent issue (June 2009) of its Exposure Draft (“the Draft”) on Management Commentary (MC), IASB implicitly attests the narrative power of the «Business Model» concept (BM), stressing its role of forward-looking information and its relevance for financial reporting. According to the Draft, listed companies will soon have to include many information related to their own BM within the MC, if they want this narrative report to be decision-useful for present and prospective capital providers. Moreover, this guideline overlaps with in the EU’s efforts for Modernisation of Accounts (Dir. 51/2003) that calls for the inclusion of a series of pertinent and relevant indicators in order to issue a through the eyes of management narrative report, a result achievable only if they are selected and read in the light of the strategic choices that pertains to a company which, in turn, finds their comprehensive and summarizing expression in the BM concept. However, the value relevance of this high-end non-financial piece of information for capital providers and analysts, crashes with the vast array of meanings which can be associated with BM which turns it into a concept so cited as ambiguous and finally results in the lack of guidelines to report on this topic. 

Against this framework the paper aims at investigating the extent to which Italian listed companies are acquainted with this concept and communicate their BM through the analysis of the Annual Reports. This study can be a useful starting point to suggest guidelines which can:

i. help managers to disclose such a kind of information in the most efficient and standardized possible manner in order to comply with IASB’s and EU’s requirements;

ii. foster academics towards a general accepted definition of BM and identification of its main areas;

iii. give analysts and capital providers the chance to obtain a more decision-useful forward looking narrative report to better interpret and evaluate current and prospective firm’s performances.
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1. Research Background
With the recent issue (June 2009) of its Exposure Draft (“the Draft”) on Management Commentary (MC), IASB implicitly attests the narrative power of the «Business Model» concept (BM), stressing its role of forward-looking information and its relevance for Financial Reporting, together with the critical performance measures and indicators that management uses to evaluate the entity’s performance against stated objectives. According to the Draft, listed companies will soon have to include many information related to their own BM within the MC, if they want this narrative report to be decision-useful for present and prospective capital providers. 
The same perspective can be adopted to interpret the requirements embedded in the European Directive 51/2003 (Modernisation of Accounts). The Art.14, especially, enlarges the number of information firms are requested to show in the narrative report asking for the inclusion of indicators pertinent and relevant for the fine interpretation of firm’s performance. This regulation emphasizes the distinction between lag and lead performance indicators in that it not simply asks to increase the number of those financial indicators (lag) commonly used within financial reports and capital markets (Epstein – Palepu 1999), but stimulates the presentation of non financial indicators (lead) also in order to provide a joint narrative explanation of a company’s Annual Reports that enables investors to see the company through the eyes of management. Doubtless, to fully exploit the above mentioned principle of management’s view, which dates back to the MD&A requirements of the SEC, it is necessary for indicators to be selected and read in the light of the framework of strategic choices that pertains to a company which, in turns, finds its comprehensive and summarizing expression in the BM concept.
This background underlines the value relevance of Business Model communication for managers and the role it can play to boost Financial Reporting through the enrichment of the non-financial information tools of the Annual Report, a need that comply with the efforts made in the last decade by Governments, Securities Regulator, Accountancy Bodies to improve stakeholders insights and give them a ground layer of the roots of financial and economic performances to get in touch with their soundness and repeatability.

However, the vast array of meanings which can be associated with BM has turned it into a concept so cited as ambiguous and finally resulted in the lack of guidelines to report on this topic. The main consequence is that companies may not have a clear idea of what to disclose in order to give a basic representation of their BM, facing many difficulties as soon as they will be asked to comply with IASB’s disclosure requirements about MC and nullifying EU efforts of “Modernisation”.

According to this framework, the main task of this research is to address the following research question: 

Research question – To what extent (“if and how”) Italian listed companies communicate their Business Model in the Annual Report?

Checking the current level of BM communication and understanding the extent to which companies are acquainted with this concept are a useful starting point to suggest guidelines which can:

i. help managers to disclose such a kind of information in the most efficient and standardized possible manner in order to comply with IASB’s and EU’s requirements;

ii. foster academics towards a general accepted definition of BM and identification of its main areas;

iii. give analysts and capital providers the chance to obtain a more decision-useful forward looking narrative report to better interpret and evaluate current and prospective firm’s performances.

In order to address the above research question the study has been articulated as follows. Section 2, literature review, has collected and examined various contributions on the topic of BM with the aim to refine its meaning and identify its main areas and relevant elements in order to perform a comparable analysis.

The research is qualitative and has been accomplished with an archival research method on the Annual Reports of a sample of Italian listed company as of section 3, while section 4 presents the qualitative method used to verify the existence and completeness of Business Model communication within the Annual Report. Sections 5 and 6 show respectively the results of the analysis and the conclusions based on the performed research.

2. Literature review on Business Model

The term BM refers to a concept which is very frequently cited but not well defined at all despite it has grown into use in the language of International financial and academic community. The IASB also has referred directly to BM in its former discussion paper on MC, as one of the information that has to be included within the section dedicated to the “Nature of the Business”, although the term has not been used again within latter Exposure Draft:

“The quantified data might be accompanied by narrative, setting out management’s rationale for operating in this industry as well as its business model.”

“A description of the business is essential for an investor to gain an understanding of the industries and markets in which the entity operates. This includes its segments, products and services, business model and processes, distribution methods, the business structure including the main operating facilities and their location.” 

Actually, the term BM has appeared into the management vocabulary in recent times. It first came into popular use in the late 1980s after many people had gained experience with personal computers and spreadsheet software. Thanks to these digital innovations, entrepreneurs and analysts found that they could easily “model” the costs and revenues associated with any proposed “business”. Probably, pro-forma Annual Reports were the primary documents of business modelling (HBSP: 2001). 

In any case, the popularity of this term has increased with the mid-1990s dotcom fever when companies of all sorts and several industries relied on this concept to attract funding. The media have certainly enlarged this phenomenon. Within major magazines and journals, only one article in 1990 used the term BM three times or more while by 2000, well over 500 articles fell into that category (Shafer et al.: 2005). 

Starting from the mid-1990s BM has become quite a fashionable matter of discussion and researchers have striven to shed light on this concept. These efforts have led either into its definition and/or identification of its elements and/or classification of its various typologies but none of them has been generally accepted.

With reference to Italy, a preliminary survey carried out on the online database of the main Italian financial newspaper (Il Sole 24 Ore) has shown, in the last four years (2005-08), an increasing number (254 vs 358) of hits for the term «Modello di Business», the Italian phrase for BM. The Italian Stock Exchange also, asks managers of entities that want to undergo an IPO to fulfil QMAT (Quotation Management Admission Test) form, a section of which is dedicated to BM or «Formula Imprenditoriale» which is the Italian concept for BM (Coda V.:1984). 

By the meantime, however, its vast and ambiguous meaning has brought such a confusion that many managers, interviewed about this topic, have been unable to explain exactly what BM means and which BM exactly runs their company (Linder et al.: 2001). 

The review of the existing literature over the past few years (1998-2006) shows effectively a large number of definitions for BM (Timmers: 1998, Weill et Vitale: 2001, Hawkins: 2001, Rappa: 2001, Elliot: 2001, Amit et Zott: 2001, Afuah: 2004, Osterwalder et Pigneur: 2002, Linder et Cantrell: 2000, Hamel: 2000, Petrovic et al.: 2001, Applegate: 2001, Hamermesh et al.: 2002, Magretta: 2002, Stahler: 2002, Shafer et Smith: 2005, Morris et al.: 2005). Their analysis confirms the lack of consensus around this term with strongly articulated definitions, on one hand, and very simple ones which encourage an immediate conceptualization of the concept, on the other hand. Probably, the lack of consensus may be in part attributed to the fact that this concept has been addressed from a very different points of view (Shafer et al.: 2005), all of which have found a connection to the term (strategy, e-business, technology, information technology). Anyway, such a number of definitions has turned into numerous different elements which have been associated with the concept of BM (Pateli: 2002). 
Literature review shows that trying to embed BM in a definition concise and comprehensive at the same time, is not an easy task, considering all the aspects it can refer to. The risk is, either, to give such a general definition to result murky at best (Porter 2001) or to include too many elements in it to result unclear and very difficult to understand and communicate.
With reference to the field of Financial Reporting to find for BM a definition itself loses importance actually. What matter most, in fact, is not to give a new or the best possible definition for BM but rather to grasp the concept, with a gradual approach that rests on its intrinsic meaning and takes advantage on the previous contributions on this topic, with the aim to point out a set of meaningful elements which can allow the true and fair disclosure of a BM in order to provide a framework to better understand the lag and lead indicators which, according to the Regulator (EU) and the Accountancy Body (IASB), are the foundation level of a decision useful narrative report.

According to the above mentioned gradual approach, conceptually, a “model” is a pattern, plan, representation, or description designed to show the structure or workings of an object, system, or concept existing or planned
. When it is associated with the word “business” it can be intended as the purpose to represent how an enterprise works which, in turn, refers to the set of strategic choices that produce the current performance of an entity in any given moment of its life cycle. According to various authors (Hawkins: 2001, Afuah: 2004, Osterwalder et Pigneur: 2002, Applegate: 2001, Hamermesh et al.: 2002, Shafer et Smith: 2005, Morris et al.: 2005) explaining practical consequences of those strategic choices means to describe how an entity has configured its processes in order to create and capture value within its specific competitive context. Such an abstract expression helps getting in touch with the essence of the BM concept but is not enough to point out the relevant elements which can facilitate its disclosure. An in depth keywords analysis on the following expressions can help reach this task: 

A. processes configuration;

B. value creation and capture;

C. specific competitive context.

A. Processes configuration.

Literally “configure” means to assume a layout, while a “process” is a set of linked activities. Every single “activity” is the exercise of an ability in a suitable environment, that is, having the availability of the necessary resources. The reiterated exercise of an ability in a suitable environment produces an accumulation of experience that originates a specific competence. From this point of view, configuring processes means to establish the set and the sequence of activities, and along with them the resources and competences to be used, necessary to achieve the desired result. 

Obviously the configuration is functional to the desired result (a product, a service, a web content, etc) and to the value the entity intend to embed into it.

So, configuring processes calls for taking into consideration:

· the value proposition;

· the process of value creation;

· the sequence of activity;

· the necessary competences and resources.

B. Value creation and capture.

The configuration of the processes stems from the very purpose of any firm: to create value in order to satisfy a need. Creating value in order to fulfil a need, however, is not enough if the firm is not able to capture a part of the value created to feed its processes again. A firm, in fact, is not a speculative “one-shot” business but a long lasting institution which should be able to prosper over time.

For this reason the economic aspect of an enterprise cannot be ignored. In other words, to start an enterprise means to originate an entity able to satisfy a need in an economic manner, which means generating money. This implies to identify namely: the final consumer, the way to deliver him the value created, the typology of contract used to dispose value and the usefulness of executing some additional services in order to improve the offering. So, capturing value calls for taking into consideration:

· final consumers;

· distribution channels;

· contracts used to dispose value;

· availability of additional services.

C. Specific competitive context

The configuration of the processes is based on the value a firm intends to produce and offer. This goal not only implies the identification of a set of activities but even which activity to perform directly. For each activity, then, the recognition of the indispensable resources and competences is required.

Both process configuration and value capture force firms to seek various actors among those operating in their environment, in order to obtain the necessary resources to set up processes (suppliers) as well as the missing competences (co-makers). Often, then, a company can rely on firms producing complementary products by setting special agreements (complementors). Furthermore, it can be useful to set alliances with specific operators (allies) if the offering has some peculiarities, for instance maximum delivery times. In the end, processes configuration should turn into the search for subjects operating in the same context which can improve and strengthen the process of value creation and capture.

The keywords analysis underlines at least four main areas which deserve attention in giving information about BM, they are: Value Proposition, Processes, Offering, Relationship. Each of them can be addressed by with numerous relevant elements and so represented with different level of details. BM, in fact, can be seen like a magnifying lens to look at a company: the number of disclosed details depend on how far the lens is placed. The right distance is a function of the document and the circumstance which can ask for this kind of information. 

With this regard a little help comes from the IASB; in fact, MC prepared in accordance with IASB’s guideline is within the boundaries of Financial Reporting, therefore and so BM disclosure embedded in it will be within the scope of the conceptual framework for Financial Reporting. This means that such a kind of disclosure will have to take into account understandability among others qualitative characteristics that make financial information decision-useful and that to reach understandability conciseness is essential because to overwhelm users with unnecessarily lengthy narratives or unnecessary information can rob even relevant and representationally faithful information of its decision usefulness (IASB 2006). 

With these premises, the following information on the four main areas of the BM are considered as a basic level to assure a fair understandable disclosure of the BM of an entity in a concise but organic manner. They will be taken into consideration to perform the subsequent qualitative analysis of selected Annual Reports (Figure 1).

Value Proposition

· Q. «quality», information regarding the quality of the product/service that allows its collocation in a definite market segment (high-end, low-end etc);

· P. «peculiarity», information regarding the originality of the product/service “in space” meaning those attributes that differentiate product/service with reference to competitors, but are not able to defend it from imitation (technical peculiarity, brand image, design, innovativeness);

· U. «uniqueness», information regarding the originality of the product/service “in time” meaning those attributes which differentiate product/service with reference to competitors and are able to defend it from imitation (patent, registered mark, license agreement).

Processes

· A. «activities», information regarding the sequence of activities the firm performs in order to obtain the product or the service, with the indication of key-activities and, among these, the ones in outsourcing;

· R. «resources», information regarding resources employed during activities, with the indication of key-resources and of their degree of availability;

· C. «competences», information regarding competences necessary in order to perform activities with the indication of key-competences and, among these, the ones in outsourcing.

Offering

· M. «modality», information regarding the typology of contracts which are set in order to earn revenues (sell, right of utilization, etc);

· S. «services», information regarding additional services that can be offered together with the main product in order to improve the offering;

· D. «distribution», information regarding the distribution channel the firm exploits in order to deliver the value created (direct sales, DOS, b-to-b, b-to-c, wholesale, website etc.)

Relationships
· S. «suppliers», of resources, competences or activities within the process (co-makers included) and relative strength/weakness with respect to the entity;

· P. «partners», considering those able to foster the demand of company’s product/services (complementors) and those able to improve offering thanks to some kind of agreements (commercial partner) and relative strength/weakness with respect to the entity;

· C. «customers», especially those with whom a company has a long lasting contract of supplying and relative strength/weakness with respect to the entity.

Figure 1: Business Model basic elements and related attributes
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3. Sample of analysis

The companies submitted to analysis are those listed at the STAR and Blue Chip segments of the Italian Stock Exchange (ISE). STAR’s and Blue chip’s (S&P MIB) companies are an ideal panel to examine mandatory and voluntary financial and non-financial information which Italian companies disclose to the market due to the requirements of ISE. A total of 111 companies have been taken into consideration as of March 2008.
The STAR segment is dedicated to mid and small cap companies which conform to rigorous criteria set by ISE , in terms of corporate governance and liquidity. Companies within the STAR segment typically have a market cap between 40 million and 100 million Euro and they work voluntarily to meet the STAR requirements in order to be officially allocated the STAR brand. Created in 2001, today the STAR segment lists numerous leading companies of their respective industries. Among the rigorous criteria to be allocated to the STAR segment there are high levels of transparency. In fact, companies conforming to STAR requirements publish quarterly results early after the end of each quarter and provide all the information on the company website both in Italian and English under the supervision of a delegated Investor Relations Manager. ISE promotes the development, progress and performance of the STAR segment and sustains several activities for institutional investors and company shareholders throughout the year with a number of regular events held in London, New York, Frankfurt, Paris and Tokyo every year.
Blue Chip is the market segment of ISE dedicated to companies belonging to S&P/MIB and MIDEX indices, as well as other companies with a solid economic and financial structure and a capitalisation of over 1 billion Euros. The S&P/Mib index has been developed and is managed together with Standard & Poor’s to provide a broad and accurate representation of the Italian equity market. The constituents are chosen with regards to their liquidity and sectorial basis and are subject to forward timely financial information to the Market.
4. Research methodology

The study has been accomplished with a qualitative analysis which has taken into consideration the Annual Reports available in the Investor Relations section of the websites of a panel of 111 Italian listed companies. The choice of examining the Annual Reports as ideal framework for information regarding BM is driven by the fact that Annual Report is the core of the disclosure that firms forward to investors (AIMR 2002; Botosan 1997; Knuston 2002), despite listed companies have various other document/circumstances to get in touch with the market: i.e. business plans, presentations to analysts etc.

The analysis has been performed by two subsequent steps:

1. a formal analysis, on Annual Reports 2004-2005-2006;

2. a substantial analysis, on Annual Report 2006.

The formal analysis answers the research question to the extent that it verifies «if» and «where» the term MB/BM/FI is used within companies’ Annual Reports. It is performed as a content analysis, key-word based, of the selected Annual Reports in search of at least one of the following terms:

A. «modello di business» (MB)
B. «business model»

C. «formula imprenditoriale» (FI)
The search for the first two terms is not worth any further explanation.

The search of the term FI instead, is not a mere tribute to Italian doctrine but a necessity because FI and BM are considered equal in the document the companies filing an IPO have to fulfil. So, it is possible that companies giving information about themselves can refer to the term FI rather than BM within their Annual Reports.
The substantial analysis answers the research question to the extent that it verifies «the extent to which» the narrative report yet allows in Italy the representation of the BM. 

The substantial analysis is performed as a content analysis, key-concept based, of the selected Annual Reports, especially the narrative report, Relazione sulla Gestione (RG) in Italy, in search for information on the elements of each of the four main areas which describe a BM, as identified during the literature review. For each element, the extent to which information is actual and vast is measured using a four point scale:
 0 points = no information is present;

 1 point = basic information with no details;

 2 points = some details are given;

 3 points = full details are given.

The assignment of a score (maximum possible score 3.996 = 12 elements *111 companies * 3 points) is not functional to give a judgement about the single BM or on the competitive advantage of the BM under examination. In accordance with the main tasks of the research, the analysis wants to clarify «the extent to which» Annual Reports speak about BM rather than if a particular BM is valid.

Having to do with the estimation of the current level of communication about BM the analysis has been performed on the last Annual Reports of the period under examination (2006).
Then, the comparison of the results of the formal and the substantial analysis enables to imagine how much companies are acquainted with this concept.
5. Results of the formal analysis

Tables 2 and 3 show that searched terms (MB/BM/FI) have been cited 200 times over three years, within the selected Annual Reports of the 111 companies we have examined; an average of more than once every two examined Annual Reports. The term FI has never been utilized and this can be interpreted as the intention of Italian companies to use a more general accepted International term.

Considering the evolution of citations over time, there has been a clear increasing in the use of the terms MB/BM, both in absolute terms (91 times during 2006 versus 55 in 2005 and 54 in 2004) and inside the two different group of listed companies: 50 times during 2006 versus 28 in 2004 among STAR’s companies and 41 times during 2006 versus 26 in 2004 among S&P MIB’s ones. In particular, during 2006, 36 companies (32% of the total) use one out of the two terms versus 26 in 2005 and 24 in 2004 (see Table 2 breakdown in Appendix A). The effect is more visible considering S&P MIB companies, 16 companies in 2006 (40% of the total) versus 13 in 2005 and 9 in 2004, than STAR’s companies, 20 companies in 2006 (28% of the total) use one out of the two terms versus 13 in 2005 and 15 in 2004 (see Table 3 breakdown in Appendix A).

At last, within the 49 companies which during the three years period cite one out of the two terms at least once, only 12 (11% of the total) have kept on doing this every year and they are those that usually refer to this term more frequently. Among STAR’s companies, 8 out of 26 companies (31%) have kept on using the one of the two terms along the period at least once; the percentage drop to 17% (4 out of 23) among S&P MIB companies.

In conclusion, the term MB (or its equivalent BM) is fairly but not steadily cited in the Annual Reports of Italian listed companies. The trend, however, is increasing and this comply with the International trends observed in the last few years.
The document that includes the largest number of citations is the narrative report and this validates the in depth examination of RG by the substantial analysis.

Table 2: Results of the formal analysis on STAR’s companies

	STAR’s Co. (#71)
	Formal Analysis*

	
	2004
	2005
	2006

	
	mb
	bm
	mb
	bm
	mb
	bm

	Total score
	22
	6
	29
	3
	46
	4


* Legend: MB, stays for Modello di Business; BM, stays for Business Model.

Table 3: Results of the formal analysis on S&P MIB’s companies

	S&P MIB’s Co. (#40)
	Formal Analysis

	
	2004
	2005
	2006

	
	mb
	bm
	mb
	bm
	mb
	bm

	Total score
	22
	4
	21
	2
	33
	8


6. Results of the substantial analysis

This kind of analysis has been performed only on the RG for the year 2006 because this is the year with more citations and because our research aims at evaluating the current level of non-financial information regarding BM rather than its excursus over time.

Tables 4 and 5 show the pattern of analysis that includes the relevant BM’s elements selected during the literature review (Figure 1). From the grid it is possible to draw the following information.

The RG does not give much information about the 12 main elements of a BM. In fact, in comparison with a maximum possible score of 3.996 points the 111 companies of our sample have realized a total score of 480.

Of the four main areas of the BM, the area which receives maximum attention is the Value Proposition while the one that receive less attention is Offering:

1. Value Proposition, 141 points (104+37);

2. Processes, 111 points (73+38);

3. Offering, 108 points (63+45);

4. Relationship, 120 points (66+54).

Table 4: Results of the substantial analysis on STAR’s companies

	STAR’s Co. (#71)
	

	
	Substantial Analysis* (2006)

	
	Value Proposition
	Processes
	Offering
	Relations

	
	q
	p
	u
	a
	r
	c
	m
	s
	d
	s
	p
	c

	Score
	51
	27
	26
	30
	23
	20
	20
	11
	32
	9
	24
	33

	Total score
	104
	73
	63
	66


* The single letters included within the table refer to BM relevant elements (see section 2).

Table 5: Results of the substantial analysis on S&P MIB’s companies

	S&P MIB’s Co. (#40)
	

	
	Substantial Analysis (2006)

	
	Value Proposition
	Processes
	Offering
	Relations

	
	q
	p
	u
	a
	r
	c
	m
	s
	d
	s
	p
	c

	Score
	25
	11
	1
	1
	15
	22
	7
	9
	29
	18
	26
	10

	Total score
	37
	38
	45
	54


However, the most surprising result comes out from a formal and substantial cross sectional analysis. It would be logic to expect the companies that cite BM more frequently within their Annual Reports to be those that disclose the largest number of information about it, within their RG. Instead, it is the opposite: companies which give more information about their BM are those that do not use this expression explicitly in their Annual Reports or use it less than the others. Which is to say that companies that cite BM more frequently do not disclose information about it. Different reasons can be adducted trying to explain this fact: both lack of intention and/or lack of ability, in the sense of a lack of knowledge and of a lack of instruments. This circumstance applies to both STAR’s and S&P MIB’s companies.

The situation is very different looking separately at STAR’s and S&P MIB’s Co. It seems that different companies feel different elements to be more suitable to represent their efforts in order to create value (Table 6).

Table 6: Overall results of the substantial analysis on selected companies
	Business model element
	Result comparison

	
	STAR’s Co.
	S&P MIB’s Co.

	Value proposition
	104 (mean 1,46)
	37 (mean 0,93)

	Processes
	73 (mean 1,03)
	38 (mean 0,95)

	Offering
	63 (mean 0,89)
	45 (mean 1,13)

	Relationship
	66 (mean 0,93)
	54 (mean 1,35)

	Total score
	4,31
	4,36


Among the four basic areas of BM, STAR’s companies disclose more on Value Proposition and Processes while S&P MIB’s companies prefer Offering and Relationships. This fact could be due to the need for smaller and younger companies to pivot their market penetration on information related to how differently they can satisfy a need with respect to their competitors and for bigger and consolidated companies to aim at forwarding information related to how many additional services can be offered and better their products can reach the final customer thanks to their distribution and relationship built over years.
This fact has led us to investigate the composition of the two sets of listed companies basing on Pavitt/SIID
 sector classification in order to realize if level of information on BM and sector are interrelated.

The 111 companies belong to eight different categories:

a. SDG : Suppliers Dominated Goods, are traditional companies belonging to manufacturer, agricultural and constructions sectors, with very limited internal R&D activity, where innovation is linked to machinery/materials supplied and to internal competences developed by using machinery/materials;

b. SII: Scale Intensive Industries, are production intensive sectors (standard materials, oil&gas, electricity, automotive) where innovation is oriented to cost and labour savings and companies are large users of product innovations coming from specialized suppliers;

c. SGS: Specialized Good Suppliers, are mechanic/electronic companies in-house producers of innovation;

d. SBI: Science Based Industries, where we find chemical/pharmaceutical companies and electric devices producers where innovation is based on internal R&D activity;

e. SDS: Supplier Dominated Services, are retail sale companies where innovation is technology pushed, i.e. it depends on the technology level reached by suppliers;

f. CLS: Client Led Services, are scale intensive large companies belonging to wholesale, tourism, transportation sectors, where innovation derives from customers’ needs oriented to cost savings in order to practice lower prices;

g. OSI: Organizational Service Innovator, are finance, insurance, logistic and media sectors, linked to information networks where characteristics/evolution of innovation is led by customers and lays within services;

h. SSS: Specialised Services Suppliers, are companies producing innovation inside customers’ companies through services based on ICT tools.

Following the proposed classification Table 7 puts forward again the results of the substantial analysis according to Pavitt/SIID taxonomy.
Table 7: Results of the substantial analysis according to Pavitt/SIID taxonomy.

	
	Value Proposition
	Processes
	Offering
	Relations
	Score
	# Co.
	mean

	
	Q
	P
	U
	Tot
	A
	R
	C
	Tot
	M
	S
	D
	Tot
	S
	P
	C
	Tot
	
	
	

	SII
	21
	10
	5
	36
	.6
	10
	14
	30
	  9
	  1
	7
	17
	12
	15
	14
	41
	124
	22
	5,64

	SDG
	13
	8
	10
	31
	5
	12
	10
	27
	4
	5
	14
	23
	4
	9
	5
	18
	99
	16
	6,19

	OSI
	13
	3
	3
	19
	8
	6
	10
	24
	7
	4
	18
	29
	4
	8
	10
	22
	94
	26
	3,62

	CLS
	4
	3
	3
	10
	5
	4
	2
	11
	2
	6
	12
	20
	2
	6
	5
	13
	54
	11
	4,91

	SGS
	13
	5
	2
	20
	4
	3
	2
	9
	1
	2
	4
	7
	1
	7
	1
	9
	45
	19
	2,37

	SBI
	6
	4
	2
	12
	3
	2
	2
	7
	0
	0
	2
	2
	1
	4
	1
	6
	27
	8
	3,38

	SSS
	4
	3
	1
	8
	0
	0
	1
	1
	3
	0
	3
	6
	0
	0
	5
	5
	20
	6
	3,33

	SDS
	2
	2
	0
	4
	0
	1
	1
	2
	1
	2
	1
	4
	3
	1
	2
	6
	16
	3
	5,33

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	Total
	479
	111
	-


The largest contribution comes from SII category while the first four categories (SII-SDG-OSI-CLS) represent 68% of the total number of companies examined, performing 77% of total score. Even if the little number of companies belonging to each category does not allow to set a strong correlation between level of information and intrinsic characteristics of each category, some speculations can be done. For instance, it is quite easy to note that SII and SDG, which provide goods, disclose more information about value proposition than OSI and CLS which provide services. At the same time, going through Table 7 and paying attention to the mean of total score, it is not surprising that SDG presents the higher rate of information disclosed (6,19). As a matter of fact, SDG companies are traditional companies for which it is perhaps easier to describe all the basic elements of their BM, especially information regarding Value Proposition (mean 1,94) in terms of quality, peculiarity and uniqueness of products offered. Immediately after SDG companies, SII companies (often large public companies, sometimes acting as global players) perform 5,64 as mean of total score. Their BM can be very complicated due to different sectors of activity and outsourcing can be a frequent choice, so that communicating information about relationships with suppliers and partners can be more important for this kind of companies than disclosing other information regarding different elements of their BM. In the same way, OSI companies, because they are more customer oriented, prefer to disclose a higher level of information about their offering.
7. Conclusions

The level of popularity reached by the term BM and the wide academic debate on its meaning can have originated a «fashion effect» which has affected the terminology used by managers. This circumstance is pointed out by the fact that companies which cite the term BM more frequently, hardly are those that give the more information about it. This «fashion effect» seems to have affected the IASB also, which includes the term BM in the Discussion Paper on MC (2005) without providing any definition for it and any kind of explanation about its elements but does not cite the term again in the MC’s Exposure Draft (2009). The second evidence is that the lack of consensus which turns around the meaning of BM, underlined by a missing general accepted definition, produces a «cultural gap». Paradoxically, in fact, those companies that voluntarily disclose in RG relevant information about BM elements do not link it with an explicit concept of BM. So, it is not surprising that RGs which ponder BM’s elements give this information in an open order and without a homogeneous pattern. This last event confirms a «technical gap» that Standard Setters can only fill with the suggestion of a framework that companies can adopt for the fair representation of BM in order to disclose such a kind of information to capital providers and analysts in a decision useful narrative report. These general conclusions are valid both for STAR’s and S&P MIB’s companies. However, the different distribution of the scores among the four main areas of the BM (where STAR’s Co. seem to prefer disclosure about Value Proposition and Processes while S&P MIB’s Co. about Offering and Relationships) stimulates the hypothesis that BM disclosure could be related with the size and the life cycle of an entity. Moreover, the use of a taxonomy which subdivide companies depending on their economic sector and characteristics suggests the idea that the more complex and intangible the business of an entity is, the less information about BM is disclosed and that when information is available, its nature may vary depending on the industry where the entity competes.
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Appendix A: Breakdown tables
Table 2: Results of the formal analysis on STAR’s companies – breakdown table 

	STAR’s Co. (#71)
	Formal Analysis*

	
	2004
	2005
	2006

	
	mb
	bm
	mb
	bm
	mb
	bm

	Acotel
	
	
	
	
	1
	

	Aedes
	3
	5
	7
	
	11
	

	Aeffe
	
	
	
	
	1
	

	Ansaldo
	
	
	
	
	
	

	Ascopiave
	
	
	
	
	
	

	Astaldi
	
	
	
	
	2
	

	Banca Ifis
	
	
	
	
	
	

	Bca Finnat
	
	
	
	
	
	

	Bca Pop Etrur-Lazio
	1
	
	1
	
	
	

	Biesse
	
	
	
	
	
	

	Bolzoni
	
	
	
	
	
	

	Brembo
	
	
	
	
	
	

	CAD
	
	
	
	
	
	

	Cairo Communication
	
	
	
	
	
	

	Cembre
	
	
	
	
	
	

	Centrale Latte To
	
	
	
	
	
	

	Cobra
	
	
	
	
	1
	

	Cremonini
	
	
	
	
	
	

	Dada
	
	1
	
	2
	
	2

	Damiani
	
	
	
	
	
	

	Datalogic
	
	
	
	
	1
	

	Dea Capital
	1
	
	
	
	
	

	Diasorin
	
	
	
	
	
	

	Digital Bros
	
	
	
	
	
	

	Dmail Group
	2
	
	2
	
	2
	

	DMT
	
	
	
	
	
	

	Ducati Motor Hold
	
	
	
	
	
	

	EEms
	
	
	
	
	
	

	ElEn
	
	
	
	
	
	

	Emak
	
	
	
	
	
	

	Engineering
	
	
	1
	
	
	

	Esprinet
	2
	
	7
	
	5
	

	Eurotech
	3
	
	1
	
	
	

	Fidia
	
	
	
	
	
	

	Fiera Milano
	
	
	
	
	1
	

	Gefran
	
	
	
	
	
	

	Granitifiandre
	
	
	
	
	
	

	Guala Closures
	
	
	
	
	
	

	I.M.A.
	1
	
	2
	
	2
	

	Interpump Group
	
	
	
	
	
	

	Irce
	
	
	
	
	
	

	Isagro
	
	
	
	
	
	

	Jolly Hotel
	
	
	
	
	
	

	Juventus Fc
	
	
	
	
	
	

	Landi
	
	
	
	
	2
	

	La Doria
	
	
	
	
	
	

	Mariella Burani F.G.
	2
	
	
	
	4
	

	Marr
	1
	
	
	
	
	

	Mirato
	
	
	
	
	
	

	Mondo Tv
	
	
	
	
	
	

	Navigaz Montanari
	
	
	
	
	
	

	Negri Bossi
	
	
	
	
	
	

	Nice
	1
	
	
	
	
	

	Omnia Network
	2
	
	3
	
	3
	

	Panariagroup
	1
	
	
	
	1
	

	Poligraf. S. F. 
	
	
	
	
	
	

	Poltrona Frau 
	
	
	1
	
	1
	1

	Prima Industrie
	
	
	
	
	
	

	RDB
	
	
	
	
	
	

	Reno De Medici 
	
	
	
	
	
	

	Reply
	1
	
	
	1
	
	1

	Sabaf 
	
	
	2
	
	2
	

	Saes
	
	
	
	
	
	

	Socotherm
	
	
	
	
	
	

	Sogefi
	
	
	
	
	
	

	Stefanel 
	
	
	
	
	
	

	Targetti Sankey 
	
	
	
	
	
	

	Trevisan Cometal
	1
	
	2
	
	1
	

	Txt
	
	
	
	
	
	

	Uniland
	
	
	
	
	5
	

	Vittoria Ass.ni
	
	
	
	
	
	

	Total score
	22
	6
	29
	3
	46
	4


Table 3: Results of the formal analysis on S&P MIB’s companies – breakdown table

	S&P MIB’s Co. (#40)
	
Formal Analysis

	
	2004
	2005
	2006

	
	mb
	bm
	mb
	bm
	mb
	bm

	Aem
	
	
	
	
	
	

	Alitalia
	6
	
	2
	
	
	

	Alleanza Ass.ni
	
	
	
	
	
	

	Atlantia
	
	
	1
	
	
	

	Autogrill Spa
	
	
	1
	
	2
	

	Banca Mps
	
	
	1
	
	4
	

	Banca Pop Milano
	
	
	
	
	
	

	Bco Pop VR e No
	
	
	1
	
	
	

	Bulgari
	
	
	
	
	
	

	Buzzi Unicem
	
	
	
	
	
	

	Enel
	
	
	
	
	
	

	Eni
	
	
	1
	
	1
	

	Fastweb
	4
	2
	5
	
	
	

	Fiat
	
	
	
	
	
	

	Finmeccanica
	1
	
	
	
	
	

	Fondiaria-Sai
	
	
	
	
	
	

	Generali Ass.ni
	
	
	
	
	1
	

	Gruppo Edit. L’Espresso
	
	
	
	
	
	

	Impregilo
	
	
	
	
	
	

	Intesa Sanpaolo
	
	
	1
	
	
	

	Italcementi
	
	
	
	
	
	

	Lottomatica
	
	
	
	
	
	

	Luxottica Group
	1
	
	2
	
	2
	

	Mediaset
	
	
	
	
	1
	

	Mediobanca
	
	
	
	
	
	

	Mediolanum
	2
	
	
	
	
	

	Mondadori Editoriale
	
	
	
	
	
	

	Parmalat
	
	
	
	
	1
	

	Pirelli
	4
	1
	2
	
	8
	

	Prysmian
	
	
	
	
	
	1

	Saipem
	
	
	
	
	
	

	Seat Pagine Gialle
	
	
	
	2
	1
	2

	Snam Rete Gas
	
	
	
	
	
	

	Stmicroelectronics
	
	
	
	
	
	4

	Telecom Italia
	1
	
	1
	
	1
	

	Tenaris
	
	
	
	
	
	

	Terna
	
	
	
	
	1
	

	Ubi Banca
	1
	
	
	
	2
	

	Unicredito It
	2
	1
	3
	
	6 
	1

	Unipol
	
	
	
	
	2
	

	Total score
	22
	4
	21
	2
	33
	8


Table 4: Results of the substantial analysis on STAR’s companies – breakdown table

	STAR’s Co. (#71)
	

	
	Substantial Analysis* (2006)

	
	Value Proposition
	Processes
	Offering
	Relations

	
	q
	p
	u
	a
	r
	c
	m
	s
	d
	s
	p
	c

	Acotel
	1
	2
	0
	0
	0
	0
	2
	0
	2
	0
	0
	2

	Aedes
	1
	0
	0
	2
	1
	1
	1
	1
	1
	0
	0
	1

	Aeffe
	0
	1
	1
	0
	1
	1
	0
	1
	2
	2
	2
	1

	Ansaldo
	1
	1
	1
	2
	1
	0
	2
	0
	2
	0
	0
	2

	Ascopiave
	2
	0
	0
	2
	2
	1
	0
	1
	1
	1
	1
	0

	Astaldi
	2
	0
	0
	0
	0
	0
	0
	0
	0
	0
	1
	0

	Bca Ifis
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Bca Finnat
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Bca Pop Etrur-Laz.
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Biesse
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Bolzoni
	1
	0
	0
	0
	0
	0
	0
	0
	1
	0
	0
	0

	Brembo
	1
	0
	0
	1
	0
	0
	1
	0
	0
	0
	1
	0

	CAD
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Cairo Communicat.
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Cembre
	0
	1
	0
	1
	0
	0
	0
	0
	1
	0
	0
	0

	Centr Latte Torin
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Cobra
	0
	0
	0
	0
	1
	0
	0
	0
	0
	0
	1
	1

	Cremonini
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Dada
	1
	1
	1
	0
	0
	0
	1
	0
	1
	0
	0
	2

	Damiani
	1
	2
	1
	0
	2
	1
	0
	0
	1
	0
	1
	0

	Datalogic
	1
	1
	1
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Dea Capital
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Diasorin
	2
	2
	2
	2
	2
	2
	0
	0
	0
	0
	2
	0

	Digital Bros
	0
	0
	0
	0
	0
	0
	1
	0
	1
	1
	1
	1

	Dmail Group
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	DMT
	1
	1
	1
	0
	0
	0
	0
	0
	0
	0
	0
	2

	Ducati Motor Hol.
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	EEms
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	ElEn
	0
	1
	1
	0
	0
	0
	0
	0
	0
	1
	1
	0

	Emak
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Engineering
	0
	0
	0
	0
	0
	1
	0
	0
	0
	0
	0
	0

	Esprinet
	2
	1
	0
	2
	0
	0
	0
	1
	2
	0
	0
	1

	Eurotech
	2
	0
	0
	1
	0
	0
	0
	0
	0
	0
	0
	0

	Fidia
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Fiera Milano
	1
	1
	0
	0
	0
	0
	0
	1
	0
	0
	2
	2

	Gefran
	1
	0
	0
	1
	0
	0
	0
	0
	0
	0
	0
	0

	Granitifiandre
	2
	2
	2
	0
	0
	0
	0
	0
	0
	0
	1
	1

	Guala Closures
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	I.M.A.
	1
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Interpump Group
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Irce
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Isagro
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Jolly Hotel
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Juventus Fc
	0
	0
	2
	1
	2
	0
	1
	1
	1
	0
	2
	1

	Landi
	2
	1
	0
	0
	0
	2
	0
	0
	0
	0
	0
	0

	La Doria
	1
	0
	0
	0
	0
	0
	1
	0
	0
	1
	0
	1

	Mariella Burani
	2
	1
	3
	3
	3
	2
	2
	1
	2
	1
	1
	1

	Marr
	0
	0
	0
	0
	0
	0
	1
	0
	1
	0
	0
	1

	Mirato
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Mondo Tv
	1
	0
	2
	2
	2
	2
	1
	0
	1
	0
	1
	1

	NaviG. Montanari
	0
	0
	0
	0
	1
	0
	0
	0
	1
	0
	0
	1

	Negri Bossi
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Nice
	1
	0
	0
	0
	0
	0
	0
	0
	2
	0
	0
	0

	Omnia Network
	0
	0
	0
	2
	1
	1
	1
	1
	1
	0
	1
	0

	Panariagroup
	2
	0
	2
	0
	0
	1
	1
	0
	0
	0
	0
	0

	Poligraf. S. F.
	0
	0
	1
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Poltrona Frau
	3
	3
	3
	2
	2
	2
	1
	1
	2
	1
	1
	2

	Prima Industrie
	1
	1
	0
	1
	1
	1
	0
	1
	1
	0
	0
	0

	RDB
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Reno De Medici
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	1
	1

	Reply
	1
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Sabaf
	2
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Saes
	2
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Socotherm
	2
	2
	0
	1
	0
	0
	1
	0
	0
	0
	2
	3

	Sogefi
	1
	0
	0
	0
	1
	0
	0
	0
	1
	1
	0
	3

	Stefanel
	2
	1
	1
	0
	0
	1
	0
	0
	1
	0
	0
	0

	Targetti Sankey
	1
	1
	0
	0
	0
	0
	0
	0
	0
	0
	1
	0

	Trevisan Cometal
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Txt
	1
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	1

	Uniland
	0
	0
	0
	2
	0
	0
	0
	0
	1
	0
	0
	0

	Vittoria Ass.ni
	2
	0
	0
	2
	0
	1
	2
	1
	2
	0
	0
	1

	Total score
	51
	27
	26
	30
	23
	20
	20
	11
	32
	9
	24
	33


Table 5: Results of the substantial analysis on S&P MIB’s companies – breakdown table

	S&P MIB’s Co. (#40)
	

	
	Substantial Analysis 2006

	
	Value Proposition
	Processes
	Offering
	Relations

	
	q
	p
	u
	a
	r
	c
	m
	s
	d
	s
	p
	c

	Aem
	0
	0
	0
	0
	0
	0
	0
	0
	0
	1
	1
	0

	Alitalia
	0
	0
	0
	0
	2
	1
	0
	0
	0
	0
	1
	0

	Alleanza Ass.ni
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Atlantia
	1
	0
	0
	0
	0
	1
	0
	0
	0
	0
	0
	0

	Autogrill Spa
	0
	0
	0
	0
	0
	0
	0
	0
	3
	0
	0
	0

	Banca Mps
	0
	0
	0
	0
	0
	1
	0
	0
	2
	0
	0
	0

	Banca Pop Milano
	1
	0
	0
	0
	0
	0
	0
	0
	2
	0
	1
	0

	Bco Pop VR e No
	1
	0
	0
	0
	1
	1
	0
	1
	1
	0
	0
	1

	Bulgari
	0
	0
	0
	0
	2
	0
	0
	0
	2
	0
	0
	0

	Buzzi Unicem
	1
	0
	1
	0
	1
	1
	0
	0
	0
	0
	0
	0

	Enel
	0
	0
	0
	0
	0
	1
	0
	0
	0
	2
	1
	0

	Eni
	1
	0
	0
	0
	0
	2
	1
	0
	0
	2
	1
	1

	Fastweb
	1
	2
	0
	0
	0
	0
	1
	0
	0
	1
	1
	1

	Fiat
	1
	1
	0
	0
	0
	0
	1
	0
	0
	0
	1
	0

	Finmeccanica
	0
	1
	0
	0
	0
	1
	0
	0
	0
	0
	2
	2

	Fondiaria-Sai
	1
	0
	0
	0
	0
	0
	1
	0
	0
	1
	0
	0

	Generali Ass.ni
	1
	1
	0
	0
	0
	0
	0
	0
	0
	0
	0
	1

	Gr. Edit. L’Espresso
	0
	0
	0
	0
	0
	0
	0
	0
	1
	0
	0
	0

	Impregilo
	1
	0
	0
	0
	0
	0
	1
	0
	0
	0
	0
	0

	Intesa Sanpaolo
	1
	1
	0
	0
	0
	0
	1
	1
	1
	0
	1
	1

	Italcementi
	1
	0
	0
	0
	0
	1
	0
	0
	0
	0
	1
	0

	Lottomatica
	1
	1
	0
	0
	1
	0
	0
	2
	3
	2
	1
	1

	Luxottica Group
	1
	0
	0
	0
	0
	1
	0
	2
	3
	0
	1
	0

	Mediaset
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Mediobanca
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0
	0

	Mediolanum
	0
	0
	0
	0
	0
	0
	0
	0
	1
	0
	0
	1

	Mondadori Edit.
	0
	0
	0
	0
	1
	1
	0
	0
	0
	0
	1
	0

	Parmalat
	0
	0
	0
	1
	0
	1
	0
	0
	0
	0
	1
	0

	Pirelli
	0
	1
	0
	0
	0
	1
	0
	0
	0
	0
	2
	0

	Prysmian
	1
	2
	0
	0
	1
	0
	0
	1
	0
	0
	3
	0

	Saipem
	2
	0
	0
	0
	2
	1
	0
	0
	0
	0
	0
	0

	Seat Pagine Gialle
	0
	0
	0
	0
	0
	1
	0
	0
	2
	0
	0
	0

	Snam Rete Gas
	1
	1
	0
	0
	2
	1
	1
	0
	2
	2
	0
	0

	Stmicroelectronics
	1
	0
	0
	0
	0
	0
	0
	0
	1
	1
	1
	1

	Telecom Italia
	1
	0
	0
	0
	0
	1
	0
	2
	0
	2
	0
	0

	Tenaris
	1
	0
	0
	0
	0
	1
	0
	0
	0
	0
	1
	0

	Terna
	2
	0
	0
	0
	2
	1
	0
	0
	0
	2
	1
	0

	Ubi Banca
	0
	0
	0
	0
	0
	1
	0
	0
	3
	0
	1
	0

	Unicredito It
	1
	0
	0
	0
	0
	1
	0
	0
	0
	2
	1
	0

	Unipol
	1
	0
	0
	0
	0
	0
	0
	0
	2
	0
	1
	0

	Total score
	25
	11
	1
	1
	15
	22
	7
	9
	29
	18
	26
	10


Footnotes

























































� The demand for a thorough and standardized financial reporting, in fact, is not a new issue and many standard setters, overtime, have performed researches to assess the state of the financial reporting (FASB 2001, ICAEW 1998) proposing documents aimed at extending companies’ disclosure. The Annual Report, in particular, has resulted in the primary source for the proliferation of information along time (Di Piazza – Eccles 2002) and in the most useful one to prepare qualified financial coverage and investments recommendations (AIMR 2002; Botosan 1997; Knuston 2002). Moreover, several association studies (Beattie 2005, Feltham-Ohlson 2005, Kothari 2001) has underlined the existing relation between such a kind of financial information and the market value of a company or its stock performance in the long term (Barth-Beaver-Landsman 2001; Healy-Palepu 2001; Holthausen-Watts 2001). At the same time, in the last few years, the limits of the “mainly-accounting” financial information, not exhaustive enough to accomplish a thorough understanding of a firm’s performances, have recorded a growing attention to non-financial information which proved very useful to analysts, the ideal point of junction between firms and investors, that on this kind of disclosures base large parts of the business and strategic analysis, a prerequisite to figure out the context in order to better assess the Annual Reports of a firm and to identify the target price of its stocks (Stickney 2006, Penman 2006).


� IASB (2005), Discussion Paper: Management Commentary par. 115


� IASB (2005), Discussion Paper: Management Commentary, App. A – Proposal for an MC standard par. A31.


� See Wikipedia online encyclopedia for the terms “model” and “business”.


� A frequent number of citations, then, can be found in the “a-technical” documents that are embedded within the Annual Report, like the “letter of the president”.


� In 1984 Pavitt introduced a taxonomy based on three elements: technology sources (internal or external), technology nature (R&D – intra/extra muros based – product/process innovation based), characteristics of the innovative companies in terms of dimension and main activity. In 2003 Van Ark, Broersma and Den Hertog developed Pavitt taxonomy in order to recognise the innovation implicit in services/solutions based on ICT instruments. When it comes to services/solutions, innovation is not based on technology (provided by manufacturing sectors) but on human resources, organizational ability and knowledge intensity.
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