
68 I. F. Oghenefegha 

DLSU Business & Economics Review 31(2) 2022 p. 68-85

Copyright © 2022 by De La Salle University

REVIEW ARTICLE

Annual Report  Designs Today: 
A Paradigm Shift in Purpose

Imene Friday Oghenefegha
University of Lagos, Akoka Nigeria
fridayimene10@gmail.com

This paper focused on reemphasizing the original purpose of the annual report which lies in its use as a medium of 
communication between preparers and users; whereby the former report stewardship while the latter evaluate stewardship 
to make buy/sell/hold decisions. To achieve this objective, opinions were collected from a sample of 150 preparers and 
users of annual reports, while the contents of 100 annual reports from 20 listed firms over a period of 5 years were also 
analyzed. The result showed that the preparers and users of annual reports agree that such content as advertisements and 
images, as well as the undue use of aesthetics, neither relate to the reported information nor enhance users’ understanding 
of what is reported. Observations showed that the selected annual reports contained unrelated information elements such as 
advertisements, structured images and galleries and unguarded use of aesthetics. A yearly comparison across reports also 
revealed a steady rise over time. This paper concludes that the annual report is fast losing its relevance as modern designs 
indicate a paradigm shift in its purpose. Therefore, this paper recommends the need for strict regulations regarding the overall 
design and presentation of annual reports.
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Globalization has taken its turn on virtually all 
aspects of business today, and much of this has 
been equally revealed by researchers over the years 
and even in recent times, as witnessed in the way 
modern financial reports are presented. Financial 
reports as perceived by the accounting profession are 
a communication device between the managers or 
board of directors and the owners of the firm (Zeller, 

et al., 2012; Dilla & Janvrin, 2010; Penrose, 2008; 
Beattie, 2008; Lord, 2002). This information device- to 
the managers is a means of telling the owners of the 
corporation how well (or otherwise) their resources 
have been utilized during the financial period for which 
the reports have been presented- while for owners, 
it serves as a means of checking and evaluating the 
performance of the managers and how well they have 
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managed their resources. Although, as much as we 
may know of the usefulness of annual reports and 
their original purpose as a means of communication 
between the managers and the owners, we do not rule 
out the existence of other users also identified in the 
IASB1 framework as “primary users”2.

A financial report is a formal record of the 
financial activities of a business, person or entity. It 
is a document that contains all the relevant financial 
information about an organization presented in a 
structured manner and in a form easy to understand 
(Unuagbon & Oziegbe, 2016). It was also argued that 
reporting comprises the last stage of accounting process 
and the content, amount and format of the information 
which will be disclosed to the public by the reporting 
entities are governed by the regulatory authorities of 
the country under which such entities are operating 
(Agca & Onder, 2007).

However, following the series of financial collapses 
that plagued the business world over the past decades, 
the focus of international and local regulatory bodies 
in the accounting and financial reporting process has 
been on improving the quality of financial reporting 
and disclosure. As a result, managers have, in practice, 
included extensive voluntary disclosures regarding 
financial and nonfinancial results, well beyond 
required financial disclosures- for example, carefully 
designed financial and non-financial charts and graphs, 
impressive pictures of organizational operations, and 
bold impressive words in print, such as, improved 
quality and growth (Zeller et al., 2012).

Binh (2012) argued that lots of studies had revealed 
a substantial increase in debating annual reports, and 
some of these studies reveal poor and inconsistent 
information disclosures in accounts of companies. 
The experience from the cases of Enron, WorldCom, 
Parmalat, Cadbury and other big companies is that the 
shareholders and other stakeholders were clearly misled 
through a lot of mechanisms, part of which will have 
included the colorful and well-designed voluminous 
annual reports that have a way of connoting “all is well” 
in the face of the ordinary, although the company is 
in a dying state of “no return.” Much of the emphasis 
of researchers and regulatory authorities have been 
focused on the financial information in the annual 
report and how to make the information faithfully 
represent what it purports to represent. Hence, stricter 
regulations have been enacted, the demand for more 
disclosures has increased, and managers are now 

on their toes to ensure that nothing is left out in the 
financial reporting process. This may be a sign of the 
government and regulatory bodies working towards 
ensuring the restoration of public confidence in 
financial reporting, corporate governance, and the 
credibility of financial statements. However, I must 
emphasize that it is time for these regulatory bodies to 
focus on what should not be reported as much as they 
emphasize what should be reported.

A good financial report must not only be capable 
of providing users with mandatory disclosures but 
as well as go the extra mile in providing voluntary 
information disclosures to meet the needs of the 
various categories of users. This means that it is not 
enough for firms to report their good sides or excellent 
achievements in the financial, but their reports should 
also include their worst sides (for the purpose of fair 
disclosure) and the reasons for that; then at this point, 
shareholders and potential investors can be said to have 
enough information to take them out of their buy/sell/
hold dilemma. Whittington (1993) also argued in this 
sense financial reporting provides the means to give 
adequate information about the economic and financial 
corporate situation so that it will be able to reduce the 
information asymmetries between the stakeholders. 
The “economic” and “financial” situation as portrayed 
in the above statement should not only be the good 
ones as colourfully painted by these firms through 
pictures, images and other aesthetics, but should be 
accompanied by the bad ones- giving them the same 
treatments as the good ones. 

Although Berndt and Leibfried (2007) have argued 
that it has become evident that financial reporting is a 
core element of corporate governance within the past 
few years, how much of this can we say these annual 
reports report today? They come in volumes with many 
pages dedicated to advertisements, images and other 
aesthetic elements, most of which are not relevant 
in the decision-making process of the target users. 
This is an abuse of the core purpose of annual reports 
as information devices. Of what use are products 
advertisements in the decision-making process of 
the intended users (i.e. shareholders and potential 
investors), or probably there is, but another user (i.e. 
customer) for whose purpose, the annual report has 
been turned to a marketing device (i.e. as perceived 
to be a tool for marketing communication).

Providing information on which sound investment 
decision can be made should be the goal of all 
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financial reports (at least for the purpose of disclosure 
requirements) so as to reduce uncertainties and the 
tendency for misunderstandings on the part of the 
users. The users in this sense are classified into two 
groups- the shareholders (i.e., legally recognized 
owners of the firm) and the stakeholders (who have 
interests in the firm). The stakeholders in this sense 
are either regulatory (i.e., regulatory authorities 
who are interested in ensuring that rules, regulations 
and requirements are kept) and the non-regulatory 
stakeholders who are also directly affected by the 
firms’ outcomes. The regulatory stakeholders are there 
to protect the interest of the owners (i.e., the Financial 
Reporting Council of Nigeria [FRCN]), and the non-
regulatory stakeholders range from shareholders, 
employees, suppliers, creditors, financial analysts, 
stockbrokers to management.

It is important to state that the annual reports are 
meant to meet the expectations of the shareholders 
(owners) and the various classes of stakeholders 
identified by the IASB conceptual framework. Given 
that managers can manipulate information in a bid to 
meet the expectations of these various interest groups, 
regulatory measures seem to have been put in place to 
prevent such attempts. However, with the discovery of 
new ways of using the annual reports by managers, the 
existing regulations may not be enough to protect the 
interest of the public. One of the profound new ways 
of using annual reports is to attract new investors (i.e., 
corporate packaging); another is the use of annual 
reports as a means of marketing communication 
(i.e., through advertisements and other aesthetic 
elements). These new ways of using annual reports 
have been regarded as a movement from the original 
purpose of annual reports as information devices to 
the profound purpose as a marketing device. Hence, 
in this study, I have used the survey research design 
to collect and analyze primary data from preparers 
and users of annual reports, and analyze the annual 
reports of selected firms listed on the Nigerian Stock 
Exchange (NSE) over a given period. The aim is to 
examine the opinions of both groups on such contents 
as advertisements, images, and the use of aesthetics 
in annual reports, while identifying and explaining 
potential deviations from the original purpose of annual 
reports with regards to such contents.

Literature Review

The Annual Report and its Original Purpose
As discussed earlier, the annual report is a document 

prepared by the managers to explain how resources 
contributed by the owners have been used throughout 
the financial year for which such reports are presented. 
It is a document that managers use to report their 
stewardship to the owners. The content of the annual 
report is regulated by the relevant regulatory authority 
in the country in which the reporting entity is operating. 
For this study, the selected entities are listed on the 
Nigerian Stock Exchange (NSE) and are expected to 
prepare and present their financial statements to meet 
the disclosure requirements of the FRCN to operate in 
Nigeria- and the Securities and Exchange Commission 
(SEC)- for the purpose of being listed (among others).

The annual report is just a document used by entities 
to achieve the general purpose financial reporting 
objective, and the information in this report is meant 
to facilitate the decision-making process of existing 
and potential investors, for which reason the report 
is presented.

The objective of general purpose financial 
reporting is to provide financial information 
about the reporting entity that is useful to 
existing and potential investors, lenders and 
other creditors in making decisions about 
providing resources to the entity. Those 
decisions involve buying, selling or holding 
equity and debt instruments, and providing or 
settling loans and other forms of credit. (IASB, 
2018:5)

The type of information to be included in these 
reports is determined by the local Generally Accepted 
Accounting Standards (GAAP) of the reporting entity 
(i.e., FRCN Act 6, LFN 2011- for the purpose of 
this study). FRCN (2011) has stated the minimum 
content of financial reports for publicly listed entities 
and this is in accordance with the international 
standard. This is based on the need to protect the 
interest of the investing public. The investing public 
(including existing and potential investors, lenders, 
and creditors) cannot require reporting entities to 
provide information directly to them and must rely 
on general purpose financial reports for much of 
the financial information they need. Consequently, 
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they are the primary users to whom general purpose 
financial reports are directed.

Decisions by existing and potential investors 
about buying, selling, or holding equity and debt 
instruments depend on the returns that they expect 
from an investment in those instruments, for example, 
dividends, principal and interest repayments or market 
price increases. Similarly, decisions by existing and 
potential lenders and other creditors about providing 
or settling loans and other forms of credit depend on 
the principal and interest payments or other returns 
that they expect. Investors, lenders, and other creditors’ 
expectations about returns depend on their assessment 
of the amount, timing, and uncertainty of (the prospects 
for) future net cash inflows to the entity. Consequently, 
existing and potential investors, lenders, and other 
creditors need the information to help them assess the 
prospects for future net cash inflows to an entity.

It is pertinent to assume that all the important 
stakeholders, whose interests are- by law required to be 
considered by the reporting entity, usually make their 
decisions after a good understanding of the financial 
position and financial performance of the entity in a 
given year, including the factors that have led to such 
performance. Hence, entities have been required to 
prepare a statement of financial position (i.e., balance 
sheet), statement of financial performance (income/
loss statement), statement of other comprehensive 
income (if any), cash-flow statement, statement of 
changes in equity, a value-added statement, and notes 
to the accounts and a five-year financial summary of 
the entity (FRCN, 2011). 

“The statement of financial position (i.e., balance 
sheet) provides information about the financial position 
of the reporting entity, showing specific information 
about the entity’s capital structure, assets and liabilities; 
the statement of financial performance (i.e., income 
statement) provides information about the performance 
of the entity in its normal operations during the year, 
which often results to a profit or loss; the statement of 
other comprehensive income provides information on 
profits or losses made from other activities of the entity; 
the cash-flow statement provides information on cash 
movement in the entity during the year, with regards 
to their sources and destinations; the value-added 
statement provides information on the value created 
by the entity during the year…” (FRCN, 2011:5).

As the need for more disclosure arose, other 
information has been included: the chairman’s 
statement, directors’ report, auditors’ report, and 
other voluntary reports that are expected to facilitate 
users’ decision-making. It is important to note that 
with regards to the minimum content of the financial 
report, local regulatory authorities and international 
bodies have focused on improving the quality of the 
information presented in those reports to ensure that 
there is a high level of disclosure by managers or 
reporting entities. These efforts by the FRCN- (issuing 
the local GAAP), the IASB- (issuing the IFRS), and 
other relevant regulatory bodies have been classified 
as “emphases on what must be reported or disclosed” 
(Imene, 2020). What about those information that are 
not supposed to be reported or included in the financial 
report? Why are there no regulations on this aspect? It 
is important to note that if emphases are only on some 
specific information, then only that information should 
be reported. This is because the absence of regulation 
on what should not be reported gives birth to limitless 
disclosures that are capable of altering the original 
purpose of these reports. 

As managers become increasingly aware that they 
are allowed to use the annual report for whatever 
purpose (without restrictions), the tendency for these 
managers to use this space to divert the attention of the 
users from the underlying performance of the entity 
cannot be over-emphasized. For example, a firm that 
is in a bad financial position may be prevented from 
hiding this information through the income statement 
and balance sheet- but may not be restricted from 
displaying images, info-graphs, and other aesthetic 
elements to divert the attention of the users from the 
underlying performance of the entity. Hence, our 
attention in this paper is to identify reported items 
that are not related to the decision-making process of 
the users, and capable of diverting the attention of the 
users from the underlying performance of the entity- or 
placing the users in a state of confusion with regards to 
pending investment decisions, which for the purpose 
of this study is referred to as a paradigm shift in the 
purpose of annual reports.

Thoughts on Modern Annual Report Designs 
and the Indication of a Paradigm Shift

The manner in which contemporary annual reports 
are designed and presented has raised a lot of questions 
among scholars over the years- The argument centers 
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on the increasing use of images and other aesthetics 
in annual reports. These scholars are in two different 
schools of thought. The first advocates for aestheticism 
of accounts (Cooper, et al., 1992; Baudrillard, 1981) 
- this is a group holding that financial statements have 
lost their claim on the economic reality they purport 
to measure, and, in fact, images are more real than 
accounts, hence, the aestheticism of accounts. The 
second group is regarded as the guardians of accounts 
(Preston, et al., 1996; McKinstry, 1996; Graves, et 
al., 1996; Neimark, 1992; Bonnell, 1982) – this group 
believes that financial statements have not lost their 
claim on the economic reality they purport to measure, 
and that images and other aesthetics are not relevant in 
the accounting and financial reporting process.

To the advocates, the inclusion of images and other 
aesthetics in annual reports, it is intended to bridge the 
gap between accounting numbers and the economic 
reality they are supposed to measure. Cooper et al. 
(1992) claimed that as a result of accounts’ loss of claim 
to economic truth, efforts had been made to bend and 
shape it into predictive functions, lay down uniformity 
of either substance or form, and bolster it in its failure 
in the face of a world of semi-strong market efficiency. 
Although, I will present arguments in support of the 
claim of guardians of accounts- but the claim of the 
advocates for aestheticism of accounts will not be 
totally denied because evident efforts have been made 
over the years and in recent times to bridge the gap 
between accounting numbers and the economic reality 
they purport to represent. Such efforts include Cadbury 
Recommendation Report, the publication of SAS 600, 
the True Blood Report, and other recent efforts by 
local and international regulatory authorities to ensure 
financial reporting quality and higher disclosure among 
others. So, in the light of these efforts, the loss of claim 
to economic truth as used in Cooper et al. (1992:27) 
will not be tolerated. These efforts simply indicate 
that accounting numbers have always been, and will 
continue to be the best measure of the economic reality 
of firms.

For emphasis, it is important to note that this paper 
is premised on the claim that financial statements have 
not lost their grip on the economic reality they purport 
to represent- and that accounting numbers are indeed 
more real than images and other aesthetics that do 
not reflect economic reality. Away from the claims of 
the advocates, if the economic reality of corporations 
is objectively presented in annual reports- then we 

would have a simple and precise document that users 
can easily comprehend. However, this is not the 
case in recent times. The annual report has become 
unnecessarily voluminous, and this is not just a result 
of the demand for more disclosures but due to other 
information reported in the annual report. A review 
of the annual report of selected listed firms in Nigeria 
revealed that the advocates’ movement had given birth 
to a new type of document that accommodates the 
opportunistic tendencies of managers. Hence, we now 
have a voluminous document characterized by colorful 
pages with the presence of advertisements and other 
content that do not support the decision-usefulness of 
the financial information to the primary users of the 
annual report.

The argument between “what should not be 
reported” and “what should not be included” and the 
ambiguity between “what is relevant” and “what is not 
relevant” with regards to voluntary disclosures has not 
received much attention. This, among others, is why 
the annual report has become a document that can take 
anything- be it product advertisements, photo galleries 
and pictures of activities that are not required in the 
users’ decision-making process. Could it be that the 
right questions have not been asked or the attention 
of regulators and researchers over the years have only 
focused on improving the quality of information and 
the level of disclosure, ignoring the excesses capable 
of making the annual report garbage. It is important to 
note that even in the pursuit of quality and voluntary 
disclosure, the tendency for the irrelevant to affect the 
relevant could not be ruled out in terms of voluntary 
disclosure.

Regulators can ensure strict regulations in the 
preparation and presentation of financial statements due 
to the existence of managers’ tendency to manipulate 
reported earnings to achieve specific objectives, 
thereby preventing such tendencies or reducing the 
degree of their consequences. However, when other 
portions of the annual report are filled with largely 
unregulated content, managers’ tendency to manipulate 
these contents in manners that are not befitting of the 
original purpose of preparing the annual reports cannot 
be over-emphasized. In fact, Bonnell (1982) suggested 
that modern annual reports designers have blurred the 
distinction between the annual report as a provider of 
financial information (the original purpose) and the 
annual report as a carefully manipulated sales pitch (a 
shift in purpose, introduced by the extra contents of 
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postmodern annual reports). In the arguments of this 
paper, three contents of modern annual reports designs 
that violate or defeat their original purpose have been 
identified. These include placement of adverts, use of 
images and pictures, and the degree of aesthetics such 
as info-graphics, charts and diagrams among others.

Research Methodology

This study employed the survey research design 
by examining the opinions of 150 preparers and users 
of financial statements. The preparers in this study 
include the accountants and auditors, whereas the 
users in this study include anyone in the category of 
shareholders, regulators and other stakeholders in 
Nigeria who depend on the information reported for 
decision making. Questionnaires were used to collect 
responses from the preparers and users. This study also 
generated data relating to the volume of images, adverts 
and other aesthetics in the annual reports of firms listed 
on the Nigerian Stock Exchange (NSE) by exploring 
the contents of their annual reports over a period of 
five years from 2016 to 2020. To achieve this, a sample 
of 20 listed firms was drawn conveniently from four 
sectors; the financial service sector, industrial goods 
sector, consumer goods sector and services sector. 
I highlighted three aspects including placement of 
adverts, use of images and pictures, and the degree of 

aesthetics as potential indicators of a paradigm shift 
from the original purpose of the annual report. The 
observations from all annual reports reviewed and the 
opinions of preparers and users will form the major 
part of further discussions in this study.

Result and Discussions

Survey
Table 1 summarizes the profile of all respondents. A 

total of 150 respondents participated in this survey, and 
all questionnaires were retrieved and correctly entered. 
It can be observed that 64.7% of the respondents are 
preparers of financial statements which include 52 
accountants and 45 auditors, whereas 53 respondents 
are users of financial statements, of which 17.3% are 
stock-brokers, and 18% are self-employed. However, 
for the purpose of validating the opinions of all 
respondents, it can be observed that all respondents 
have at least a diploma, thereby meeting the basic 
requirement for understanding the information 
presented in the financial statements.

The Placement of Advertisements in Annual Reports
This is among the most recent innovations 

in the design of annual reports. The placement 
of advertisement contents ranging from product 
advertisements to other forms of advertisements by 

Table 1:  Profile of Respondents

Demographic Items Frequency %
Sex Male 108 72

Female 42 28

Category Preparer 97 64.7
User 53 35.3

Academic Qualification Diploma 31 20.7
B.Sc/BA/B.Ed/LLB 73 48.7

Masters/PhD 46 30.6

Occupation Accountants 52 34.7
Auditors 45 30

Stock Brokers 26 17.3
Self-Employed 27 18

           Source: Summary of Respondents’ Profile from
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Table 2:
Opinion of Respondents on the Placement of Adverts in Annual Reports

Item
Strongly 
Disagree Disagree Undecided Agree Strongly 

Agree Total
Mean Std. 

Dev.
No. % No. % No. % No. % No. % No. %

Do not relate to 
reported financial 
information

1 0.67 2 1.33 79 52.67 68 45.33 150 100 4.43 
(4)

0.56

Do not meet 
the qualitative 
characteristics

1 0.67 59 39.33 90 60.00 150 100 4.59 
(1)

0.51

Do not meet users’ 
information needs

1 0.67 2 1.33 1 0.67 66 44.00 80 53.33 150 100 4.48 
(2)

0.65

Adverts not directed 
to primary users/
audience

2 1.33 1 0.67 1 0.67 70 46.67 76 50.67 150 100 4.45 
(3)

0.68

Adverts increase the 
volume of annual 
reports

5 3.33 3 1.33 84 56.67 58 38.67 150 100 4.25 
(6)

0.84

Do not meet the 
objectivity of 
financial reports

3 2.00 1 0.67 2 1.33 75 50 69 46.00 150 100 4.37 
(5)

0.74

Source: Summary of Respondents’ Opinion from Survey

the reporting entities can be seen in the entire annual 
reports reviewed, especially for the most recent years. 
So, to buttress this argument, after reviewing several 
definitions of “advertisement” from some marketing 
scholars, emphasis was laid on the views of Kotler and 
Keller (2012) and Stanton, et al. (1994):

“Advertising is any paid form of non-personal 
presentation and promotion of goods, services, 
or ideas by an identified sponsor” (Kottler & 
Keller, 2012:68).”
 “Advertising consists of all activities 
involved in presenting to a group a non-
personal, oral or visual, openly sponsored 
identified message regarding a product, service, 
or idea. The message, called an advertisement, 
is disseminated through one or more media and 
is paid for by the identified sponsor” (Stanton et 
al, 1994:185).

From the definitions of advertising by Kotler and Keller 
(2012) and Stanton et al. (1994), an advertisement 
can be summarized as a marketing task implemented 
by firms to communicate a message to existing 
and potential customers about a product (goods or 

services). One way to achieve this is through visual 
representations as found in the annual reports of the 
selected entities. The argument here is simple, is this 
audience also the original users of the annual report, 
for whose purpose the financial statements are prepared 
and presented? Simply put, if they are indeed the 
same audience, are these advertisements really useful 
in their investment decision-making process? These 
questions are crucial, and in this study, the response of 
150 preparers and users of annual reports on Table 2 as 
well as our observations from the 100 annual reports 
will be summarized in paragraphs as follows:

Advertisements and the Financial Information 
Reported 

From Table 2, the result indicates that preparers 
and users of annual reports agree with the assertion 
that advertisements in annual reports do not relate to 
the financial information reported (mean>3.5). The 
definition of advertisement by Kotler and Keller (2012) 
and Stanton et al. (1994) connotes that it is a task 
geared towards communicating certain information 
about a product to existing and prospective customers 
of the firm. On another note, the regulatory framework 
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guiding the preparation and presentation of financial 
reports does not permit the placement of advert as 
a means of communicating financial information to 
users. Hence, placing these adverts in annual reports 
may make the document complex to users.

Here, the argument is simple, because an 
advertisement such as Guinness Africa Special Stout 
carrying a message “refreshingly different” has no 
relationship with the financial position or financial 
performance of Guinness Nigeria Plc. (2017, p.12); 
thus, it should not be placed in the annual report. This 
is because, the information-based agency problem 
perspective of complex financial statements argues 
that managers may intentionally make financial reports 
complex if there are net benefits from doing so (see Dyer 
et al., 2016; Guay et al., 2016; Beuselinck, et al., 2018).

Advertisements and the Qualitative Characteristics 
of Financial Information

Adverts in annual reports do not satisfy the 
fundamental3 and enhancing4 qualitative characteristics 
of financial information stated by the IASB (2018:9). 
Table 2 shows that the preparers and users of financial 
reports agreed (with mean>3.5) that advertisements do 
not meet the qualitative characteristics of ideal financial 
information, and as such, should not be included in the 
general purpose financial report or sensitive financial 
documents that contain the information required by 
existing and potential investors, lenders and other 
stakeholders to make decisions. 

Here, the argument is simple, because an 
advertisement such as Dangote Sugar carrying a 
message “guaranteed sweetness” (Dangote Sugar Plc., 
2017:7) does not enable users to understand the financial 
performance or position of the Dangote Sugar Plc.; or 
does not influence the buy/sell/hold decisions of users, it 
should not be placed in the annual report. The readability 
of annual reports is important and must be considered 
by preparers of such reports, while information that are 
capable of distorting the quality (or readability) of the 
annual report should be avoided (Salehi, et al., 2020).

Advertisements and the Information Needs of the 
Primary Users

From Table 2, the results revealed that advertisements 
do not meet the information needs of primary users. 
Primary users of the general purpose financial report, 
according to the IASB framework, are current and 
potential investors, lenders, and other creditors; other 

parties include market regulators and others who may 
find the report useful. The primary users also need the 
information to make decisions about buying, selling, 
or holding equity or debt instruments, providing or 
settling loans or other forms of credit, exercising rights 
to vote on, or otherwise influencing management’s 
actions that affect the use of the entity’s economic 
resources, according to the framework. Advertisements 
do not meet these needs in any way and thus are of no 
use to them.

The argument here is that, because advertisement 
such as Dangote Sugar carrying a message “guaranteed 
sweetness” does not meet the information needs of 
the primary users with regard to their buy/sell/hold 
dilemma; or has any relationship with the indicators 
required by regulators to check the entity’s financial 
reporting quality and disclosure level, it should not 
be placed in the annual report (Dangote Sugar Plc., 
2017:7). It is important to note that, following the 
decision usefulness5 approach6 to financial reporting, 
only the information that the primary users need 
should be reported in order to make the annual report 
readable (Dandagod & Hassan, 2013). One way that 
modern fraudulent managers make the information 
environment more opaque is by preparing and 
presenting complex (i.e., less readable) annual reports, 
which will not swiftly meet the information needs of 
the primary users (Bloomfield, 2002).

Advertisement and its Audience as Differentiated 
From the Primary Users

As shown In Table 2, the selected preparers and users 
of financial reports agreed with a mean of 4.45>3.50 
that advertisements placed in annual reports are not 
directed to the primary users. The IASB framework 
identifies the original audience of the general purpose 
financial statement to include present and potential 
investors, lenders and other creditors. Other parties 
include market regulators and others who may find 
the report useful. The definition of advertisement by 
Kotler and Keller (2012) and Stanton et al. (1994) 
revealed that an advertisement is directed towards 
existing or potential customers. Hence, if the annual 
report is not intended for an entity’s customers, why 
should it contain advertisements? On the other hand, 
if advertisements are directed to customers, why place 
them in the annual report?

Here, the argument is simple, because an 
advertisement such as Dangote Sugar carrying a 
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message “guaranteed sweetness” (Dangote Sugar 
Plc., 2017:7) is directed towards existing and potential 
customers of the entity, it should not be placed in the 
annual report being a document directed to existing 
and potential investors (see Dilla & Janvrin. 2010).

“Annual reports have been reconstructed by 
the design industry, so also have the perceived 
uses and users of the annual report increased; 
Executives use them as calling cards, salesmen 
as credentials, and personnel department as 
“recruiting tools” (Preston, et al., 1996:21.)

Advertisements, Volume and Readability of Annual 
Reports 

As indicated in Table 2, the respondents agreed 
that the placement of advertisements in annual reports 
increases the volume of the reports, as revealed by 
a mean of 4.42>3.50. The continuous emphasis on 
financial reporting quality and disclosure in this 
postmodern era has increased the volume of information 
presented in the annual report. However, the number 
of pages dedicated to advertisements in annual reports 
has also increased in recent years, making the annual 
report unnecessarily voluminous. The tendency for 
annual reports to become increasingly difficult to read 
cannot be overemphasized (Salehi, et al., 2020). These 
advertisements usually appear in colorful and large 
formats, covering several pages of the annual reports. 
Apart from the increased number of pages, the cost of 
designing and printing colorful pages is usually more 
expensive than the cost of printing a page containing 
the income statement (usually printed with a single ink 
color or at most a combination of two colors).

“Annual reports have been reconstructed by 
the design industry, so also have the perceived 
uses and users of the annual report increased; 
Executives use them as calling cards, salesmen 
as credentials, and personnel department as 
“recruiting tools” (Preston et al., 1996:19).

As the number of pages dedicated to product 
advertisements by the selected listed firms increased 
over the years, the volume of the annual reports also 
increased as measured by the total number of pages. 
For instance, Table 1 shows the 2016 annual report 
of Zenith Bank Plc. containing 294 pages with just 
14 pages containing adverts. However, these values 
increased significantly in 2020, where Zenith Bank Plc. 

presented 436 pages annual report containing 28 pages 
of adverts. A closer look at the data in Table 5 shows 
a steady rise in the number of adverts pages, images 
and degree of aesthetics for all firms across the sectors 
considered. This means that the annual report would 
have been less-voluminous if these advertisements 
were channeled to the appropriate audience via other 
means. Further evidence of the importance placed on 
the design of annual reports is reflected in the large 
sums of money spent annually by corporations on 
the production of annual reports, and the existence of 
design houses that work exclusively in this medium 
(Preston et al., 1996). For readability, Li (2008) argued 
that length and complexity create opacity and less 
readability, therefore an opening for managers to hide 
a poor economic performance.

Advertisements are Subjective and Do Not Meet the 
Original Purpose of Annual Reports

Table 2 shows that advertisements carry subjective 
messages that the entity wants the audience to know. 
The objectivity of these messages is questionable 
because they are designed and presented in a manner 
that managers desire. This, therefore, makes annual 
reports hard to read. Salehi et al (2020) argued that 
auditors consider hard to read annual financial reports 
as a risk factor. Apart from existing and potential 
investors, market regulators and other legal regulators 
also use information in the annual report to check the 
reporting entity’s compliance with specified standards.

Here, the argument is that the existence of 
advertisements in annual reports does not align with 
the original purpose of annual reports. Its purpose is a 
peculiar one that relates to the entity’s customers and 
hence, should not be placed in the annual report.

“Indeed, in the design and advertising 
literature, annual reports are frequently 
referred to as marketing tools and as a means of 
communicating a particular image or message” 
(Preston et al, 1996:19).

The Use Images and Pictures
This is another observation that was very consistent 

among the several annual reports reviewed. Images 
appeared in very great numbers, and in most cases, they 
constituted most of the remainder of the annual report 
not covered by the financial statements. However, to 
buttress this argument, various definitions of the term 
“image” were reviewed before two definitions were 
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carefully selected. The Oxford Dictionary defined 
image as a representation of the external form of a 
person or thing in art. Furthermore, Wikipedia defined 
an image is an artifact that depicts visual perception, 
for example, a photo or a two-dimensional picture that 
has a similar appearance to some subject.

The use of images in annual reports is a practice 
that has become part of the postmodern business era, 
and the volume of images in the annual reports of 
listed entities in Nigeria has equally increased over 
time, thereby revealing wide acceptance by entities 
across the globe. In accounting research, this issue has 
also been a debate among scholars. Although some 
scholars argue that visual images form an integral 
element in modern reporting by creating a visual way of 
communication. Others have strictly argued against this 
practice due to its excessive use. The study of Graves 
et al. (1996) criticized the function of visual designs 
in annual reports by claiming that these images have 
made the annual accounts a “simulacra-content” which 
in the postmodern world has lost all relationship to the 
economic reality they purport to represent. They further 
argued that the use of colorful images/pictures in the 
annual report might have some psychological effect on 
the orientation of primary users. This may be similar 
to the argument of Preston et al. (1996) that images in 
annual reports are affected by the difference in ways of 
seeing between the designers (managers) and the users.

In this study, the argument centers around the 
problems associated with the use of images and why 
they may not be good for ideal reporting. Following my 
observations from the 100 annual reports of 20 firms 
summarized in Table 1, it is important to highlight the 
following points;

Images are Subjective to Managers’ Use
Table 3 reveals that, with a mean of 4.50>3.50, 

preparers and users of annual reports agree that images 
are subjective elements in annual reports. One of the 
problems associated with the use of images is their 
subjectivity, such that the designer (i.e., manager) 
decides the message these images convey in a given 
context (see Keusch, et al., 2012). Hence, images 
are not in themselves a medium of communication, 
except they are manipulated to pass certain messages. 
Images are like constructs and often at the mercy of the 
designers’ intended meaning, defeating the objectivity 
principle of accounting. Zeller, et al. (2012) argued that 
fewer companies in America use the annual report as 

an impression management vehicle. This simply means 
that the design of modern annual reports creates an 
opportunistic tendency that managers can explore to 
either redirect readers’ attention from the underlying 
performance or make the annual report difficult to read.

The argument on this note is on the belief that 
images carry subjective messages. Therefore, images 
should not be used as a medium of communication 
between managers and users of the general purpose 
financial report. The financial statements are expected 
to be objectively prepared and reported. Therefore, 
it is inappropriate to communicate the objective 
information from the financial statements through such 
subjective means as images.

Images Come with Multiple Interpretations to Users
As revealed in Table 3, given a mean of 4.45>3.50, 

the respondents have agreed on a common ground 
that images pass varying messages to different users. 
This is one of the problems associated with the use 
of images, as identified by Preston et al. (1996). For 
Preston et al. (1996), the problem of seeing brings 
various interpretations of a single image from different 
people and at different times. When it comes to the 
use of images in annual reports, there are three parties 
involved: the originator (i.e., designer), the constructor 
(i.e., manager), and the consumer (i.e., user). Most 
images used in annual reports are adopted from artists 
while others are images of major events, products 
or properties of the entity. For example, the spiral 
spring that appears on the first and second page of the 
annual report of First Bank Nigeria Holding Plc. for 
2016 financial year was used to connote managers’ 
resilience. However, this same object in front of the 
annual report of a technological company may just be 
a display of one of the company’s products. 

Because images have multiple interpretations at 
various points and from different perspectives and in 
different contexts, it may be inappropriate for a manager 
to use images as a visual way of communicating to 
primary users of financial statements. If the income 
statement shows a loss for a financial year, no image 
is needed to tell it, and any attempt as such may distort 
the underlying message. However, if the primary users 
are interested in knowing more about the loss, the notes 
to financial statements can help.

Furthermore, in a survey carried out for this study 
using several images in different annual reports, 
respondents had different interpretations of an image, 
and these interpretations were based on their various 



78 I. F. Oghenefegha

ways of seeing, as highlighted by Preston et al. (1996). 
Preston et al. (1996) also pointed out the problems of 
difference in the codes of knowledge and theoretical 
predispositions in the face of images7.

Images Only Make the Annual Report Colourful, But 
Cannot Capture the Entity’s Underlying Performance

The mean of 4.43>3.50 simply interprets 
that the increasing volume of images has only 
been successful in making the annual reports 
colorful and appealing. However, these images 
cannot capture the underlying performance of the 
entity and any attempt to do so may defeat the 
objective of general-purpose financial reporting. 
The attempt by managers to replace underlying 
financial performance with colourful images and 
aesthetics is not without certain hidden agendas 
(Zeller et al., 2012; Beuselinck et al., 2018; Salehi 
et al., 2020).

For this study, I argue that images cannot have the 
capacity to tell whether or not an entity has made a 
profit, neither can they effectively show the financial 
position of the entity. Images can neither explain the 

flow of cash as reported by the statement of cash flow, 
nor explain the risks associated with the entity’s stocks 
and debt instruments. Hence, images cannot capture the 
underlying performance of the entity, and therefore, do 
not meet the purpose of financial reporting.

Images Have No Relationship With the Entity’s 
Financial Statements

The result shows with a mean of 4.33>3.50 that 
images in annual reports have no relationship with the 
entity’s financial statements. Stanton (2002) provided 
findings to show how a focus on design, voluntary 
disclosures, and narratives in the annual report may 
be detrimental to the annual report’s traditional role 
as an accountability document. Recall that images are 
used to represent physical forms, like the physical form 
of a person, an object, or a thing. However, financial 
statements do not report the physical form of the 
entity, but its financial form. Also, the primary users 
do not require the physical form of the entity to make 
investment decisions but financial form. 

In this part of the study, I argue that images are used 
to represent physical forms while financial statements 
report the financial form of an entity in terms of its 
financial performance and financial position. This 

Table 3: Opinion of Respondents on the Use of Images and Pictures in Annual Reports

Item
Strongly 
Disagree Disagree Undecided Agree Strongly 

Agree Total
Mean Std. 

Dev.
No. % No. % No. % No. % No. % No. %

Images are 
subjective to 
managers’ use

1 0.67 3 2.00 1 0.67 60 40.00 85 56.67 150 100 4.50 
(2)

0.68

Images come 
with multiple 
interpretations

2 1.33 2 1.33 70 46.67 76 50.67 150 100 4.45 
(4)

0.66

Images do not 
capture underlying 
performance

2 1.33 80 53.33 68 45.33 150 100 4.43 
(5)

0.57

Images do not 
relate to financial 
statements

5 3.33 3 2.00 2 1.33 68 45.33 72 48.00 150 100 4.33 
(6)

0.87

Images may hide 
managers’ poor 
performance

3 2.00 69 46.00 78 52.00 150 100 4.46 
(3)

0.70

Images increase the 
volume of annual 
reports

1 0.67 2 1.33 2 1.33 55 36.67 90 60.00 150 100 4.54 
(1)

0.66

Source: Summary of Respondents’ Opinion from Survey
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means that images have no relationship with the 
financial statements as they do not represent the 
financial form of the entity.

Excessive Use of Images has the Tendency to Hide 
the Entity’s Underlying Performance

Leaving the annual report design to the exclusive 
decision of managers creates a vacuum in regulation. 
The tendency for managers to use images that tend to 
hide the underlying performance of the entity cannot 
be over-emphasized, given the largely unrestricted 
opportunity available to managers. The type of images 
and pattern of usage in annual reports is totally in the 
control of the manager. and with this, a manager may 
manipulate images to connote that the entity is moving 
in the right direction, even when accounting numbers 
say otherwise.

Here, the argument is that the tendency for 
managers to hide the underlying performance of the 
entity through strategic manipulation of certain images 
cannot be ruled out. Hence, the original objective of 
preparing and presenting the general-purpose financial 
report may be defeated if images convey messages 
that conflict with the underlying performance of the 
entity. The distinction between the pursuit of legitimate 
explanations on one hand, and political economy 
and marketing explanations on the other is marked 
by whether a corporate annual report is designed to 
conceal information unfavorable to the company’s 
image or as a proactive document that seeks to advance 
the company’s or management’s objectives. Although 
disclosure and readability studies suggest that annual 
reports do not accurately portray a company’s 
performance, additional research from different 
perspectives shows that portrayals are influenced by 
other factors.

Images and the Volume of Annual Reports
As indicated in Table 3, the respondents agreed 

that the increasing number of images in annual 
reports have also increased the volume of the reports, 
as revealed by a mean of 4.54>3.50. Images are 
usually in large formats and are often spread across 
the annual report. In most cases, these images are 
usually accompanied by messages that the designers 
want the users of the annual report to receive. Several 
pages are also dedicated to displaying the pictures of 
directors and top executives of the company alongside 
their profiles.

If we remove the pages containing images and 
other aesthetics from the annual reports, this will 
greatly reduce its volume. However, this is not the 
case in recent years as the number of pages dedicated 
to advertisements in annual reports has also increased 
in recent years, making these reports difficult to read.

The Use of Other Largely Unrestricted Aesthetics
As a result of the increased emphasis on disclosure 

by regulatory bodies, managers have found a new path 
to reporting other information that they deem necessary 
to their owners through the voluntary disclosure 
window. This is evident in the increased use of charts, 
graphs and other visually appealing info-graphics to 
make illustrations in annual reports. Although these 
aesthetic elements may seem to make the annual 
report colourful and appealing, are the primary 
users really interested in the way an annual report is 
presented or the quality of the information presented 
in these reports? To answer this question, many views 
on aesthetics were considered, and only the view of 
Cropley and Cropley (2008) was considered. Cropley 
and Cropley (2008) defined aesthetics as

“a set of qualities of something that excite 
admiration in the mind of an observer.” 
(Cropley & Cropley, 2008:155)

From the definition above, it is evident that 
aesthetics are elements or properties of an object that 
creates a positive picture in the mind of the observer 
or makes that object increasingly appealing. Aesthetics 
are often subjected to the judgment of the observers 
and do not follow any strict universal standard. Table 
4 reveals the reaction of preparers and users towards 
the use of aesthetics in annual reports:

Aesthetic Elements Serve a Different Purpose in 
Annual Report

Table 4 shows that preparers and users of financial 
reports agree that aesthetics serve a different purpose 
in annual reports. This is revealed by the mean 
of 4.29>3.5. Aesthetics focus on the physical 
characteristic of an item (i.e., how it appears); they 
tell users how beautiful the annual report has been 
presented and not how well the entity has performed 
in a given financial year. This is why Bonnell (1982) 
insisted on the need to separate the annual report from 
a marketing document by arguing that modern annual 
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report designers have blurred the distinction between 
the annual report as a provider of financial information 
(the original purpose) and the annual report as a 
carefully manipulated sales pitch (a shift in purpose, 
introduced by the extra contents).

The argument here is that color combinations, 
pictures, linear patterns, and other info-graphics used 
to design the annual report only make these reports 
appealing. However, the decision of the primary users 
of the annual report is not subject to the appearance 
of the annual report but the quality of the financial 
information contained. Furthermore, the qualitative 
characteristics of financial statements, as reported in 
the IASB framework, are not determined or enhanced 
by aesthetic elements.

Aesthetic Elements are Subjective or Tools to 
Managers

Preparers and users of financial reports also affirm 
that aesthetics are subjective elements or tools used by 
annual report designers to make the report physically 
appealing, as shown in Table 4 with a mean of 

4.51>3.50. How aesthetics are used in annual reports 
is strictly the decision of the managers, and they have 
no limit on how colourful the annual reports can be 
designed, as long as the basic financial statements meet 
the regulatory requirements. However, of what use is 
an annual report that looks like a magazine? As much 
as we cannot place a set of financial statements in a 
magazine and call it an annual report, a line needs to 
be drawn between a company’s magazine or bulletin 
and the annual report.

To emphasize the subjectivity of aesthetics, this 
study argues that the use of aesthetics in annual 
reports is not appropriate because managers can 
explore their opportunistic tendencies in these 
areas to hide economic reality. Furthermore, it 
reduces the annual report to a mere work of art, 
beautifully designed to look appealing. Aesthetics 
may be appropriate for representing face value but 
definitely not appropriate for representing economic 
reality or enhancing users’ understanding of the 
underlying economic reality.

Table 4: Opinion of Respondents on the use of Aesthetics in Annual Reports

Item
Strongly 
Disagree Disagree Undecided Agree Strongly 

Agree Total
Mean Std. 

Dev.
No. % No. % No. % No. % No. % No. %

Aesthetics serve a 
different purpose

5 3.33 2 1.33 83 55.33 60 40.00 150 100 4.29 
(6)

0.80

Aesthetics are 
subjective to 
managers’ use

2 1.33 1 0.67 62 41.33 85 56.67 150 100 4.51 
(1)

0.67

Aesthetics do not 
enhance reported 
information

1 0.67 2 1.33 1 0.67 74 49.33 72 48.00 150 100 4.43 
(3)

0.65

Aesthetics increase 
the volume and 
Cost of annual 
report

6 4.00 3 2.00 70 46.67 71 47.33 150 100 4.33 
(5)

0.86

Accounting 
information are 
not reported by 
aesthetics

1 0.067 1 0.67 81 54.00 67 44.67 150 100 4.42 
(4)

0.58

Primary users are 
not interested in 
how appealing it is 
reported.

2 1.33 3 2.00 2 0.67 63 42.00 80 53.33 150 100 4.44 
(2)

0.75

Source: Summary of Respondents’ Opinion from Survey
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Aesthetics Do Not Enhance Reported Financial 
Information

Table 4 shows that preparers and users of the annual 
report agree that aesthetics do not enhance reported 
financial information with a mean of 4.43>3.50. 
Aesthetics do not enhance users’ understanding of the 
reported information. The magnification of numbers 
with colors and stylistic presentation of economic 
realities does not change the underlying economic 
reality. Therefore, the reported profit or financial 
position will not change, irrespective of the font 
style, color, or artistry with which such information 
is presented, but there is a tendency that overly 
aestheticized reports may drive users’ attention from 
the underlying economic reality.

In this aspect of the study, the argument centers on 
the dangers of reporting accounting information with 
artistic elements instead of giving users undiluted 
financial information and allowing process and digest 
such information easily or decision making. 

Aesthecizing the Annual Report Increases the Cost 
of Production

Table 4 reveals that the excessive use of aesthetics in 
annual reports can increase the cost of producing such 
reports. The preparation and presentation of annual 
reports require a great deal of investors’ funds, and a 
beautifully designed annual report costs more than the 
simple ones irrespective of the financial information 
reported. Aesthetic elements such as images, colors, 
charts, and well-constructed patterns have made 
postmodern annual reports voluminous and expensive 
to produce, but they have not in any way influenced the 
buy/sell/hold decision of the primary users.

Here, the question is simple, why incur a lot of 
costs on making the annual reports appealing? Why 
not focus on improving reported earnings by cutting 
the extra costs through a simple annual report? After 
all, the primary users are more interested in improved 
earnings than in an appealing annual report.

Accounting Information is Not Reported by 
Aesthetics

So much accolade to the chairman of Guinness 
Nigeria Plc. that a page in the annual report of 2015 
was dedicated to displaying his picture alone. However, 
this picture does not tell the primary users how much 
profit the entity made for that year until they flip to 
the 58th page of the annual report. Table 4 shows that 

preparer and users of annual reports agree with a mean 
of 4.42>3.50 that accounting information is not usually 
reported using aesthetic elements.

Here, the argument is simple, pictures, colors, 
and other aesthetics do not tell the primary users how 
much profit/loss the entity makes, neither do they 
reveal the financial position of the entity. However, 
these elements are used by managers to achieve a 
particular set of objectives that are different from users’ 
expectations.

Investors are Only Interested in “What is Reported” 
not “How Appealing it is Reported” 

As revealed in Table 4 with a mean value of 
4.44>3.50, investors and other primary users of annual 
reports are not interested in the font type, color, design, 
and other artistic elements with which the annual report 
has been prepared, but what is being reported. What 
is being reported includes the assurance that such 
numbers represent a true and fair view of the economic 
reality they purport to represent. The decision to 
buy/sell/hold with regard to the entity’s stocks or 
debt instrument is not affected by how colorful and 
appealing the annual report is. For example, the picture 
of FBN Group holdings Plc. chairman on the 12th page 
of the 2017 annual report does not tell users what the 
chairman has to say until they read the actual statement. 
This is important because even a poorly performing 
entity will still make the annual report colourful and 
appealing, at least to signify a better future ahead.

Here, the argument is simple; the aesthetic value 
of the annual report is not a determinant of users’ 
investment decisions. It will be irrational for any 
investor to make decisions based on the aesthetic value 
of the annual report, instead of actual values reported 
in the financial statements.

In summary, the data collected on the opinions of 
preparers and users of annual reports have seen both 
groups expressing concern over the design of annual 
reports these days. The combination of advertisement 
contents, images/pictures, and other aesthetic elements 
in modern annual reports seem to be the new normal, 
even though such practices tend to question the 
sensitivity and sacredness of the document. From the 
annual reports reviewed and summarized in Table 5 
(see appendix), the steady rise in the number of pages 
dedicated to advertisements, as well as the degree of 
aestheticism of the entire document, cannot be denied. 
As much as this issue raises great concern in relation 
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to the tendency for managers to abuse the original 
purpose of the annual report, no efforts have been 
made to regulate the content of the annual report 
in this direction. In recent years, the attention of 
scholars and professionals has only focused on “what 
should be reported,” following the demand for more 
disclosures.

On the placement of advertisements, data from 150 
respondents have shown that the practice is inappropriate 
because the message carried by such advertisements 
is neither related to the financial information reported 
nor relevant to users. Furthermore, the study also 
revealed that advertisements are often directed to a 
separate audience referred to as “Customers.” whereas 
these colorful pages also increase the cost incurred 
to produce these reports. Also, excerpts from the 
definition of advertisement by Kotler and Keller (2011) 
revealed that the target audience of advertisements is 
customers of the entity’s products and not investors, 
creditors, regulatory authorities, among other users 
that matter.

Apart from advertisements, another undeniable 
way managers have abused the purpose of the annual 
report over the years is the large volume of pictures/
images included in the annual report and the volume 
of pages covered by these pictures/images. Table 5 
shows that, for the 2020 financial year, Access Bank 
Plc. published a 557 paged annual report (see Access 
Bank Plc., 2020). The document contained whopping 
65 pages covered with images (approximately 12%). 
Generally, as revealed by the survey carried out in this 
study, the growth in the volume of pages dedicated to 
arts and galleries in the annual report is over 100% for 
most selected firms, and these images have no form 
of relationship (direct or indirect) with the minimum 
information required by the original users to make their 
decisions.

Finally, the presence of other aesthetic elements 
(other than advertisements and pictures) used by 
managers to effectively create a picture of the entity 
or deliver an important message to the original users 
may, in the long run, become a source of confusion 
in the communication process between both parties 
when they are used excessively. Preston et al. (1996) 
argued that the use of aesthetic elements in annual 
reports is affected by the ways of seeing, which 
differs between the preparers (i.e., designers) and the 
users (i.e., consumers). Although we may not rule out 
the importance of aesthecizing the annual reports, 

the absence of regulations and the opportunistic 
tendencies of managers may be a concern in the long 
run, given the growth in the use of aesthetic elements 
in annual reports.

Conclusion

Given the rise in advertisements, images, and other 
aesthetic elements in annual reports of publicly traded 
entities in Nigeria, we cannot overlook the reality of 
a paradigm shift from the view of annual reports as 
a sensitive document for financial and non-financial 
accountability. Today’s design and delivery of annual 
reports simply questions managers’ perceptions about 
the document and its content. Companies often produce 
magazines, year books, and catalog that are appropriate 
for pitching marketing strategies and channeling other 
information to members of the general public. These 
documents can be colorfully designed to be appealing 
to the users of such reports. However, making the 
annual report a dumping place for contents that 
neither represent reported numbers nor enhance users’ 
understanding of the reported numbers makes the 
document lose its relevance to supposed users. This 
seemingly new normal defeats the original purpose 
of annual reports, thereby resulting in the creation of 
a new type of document which can be referred to as 
a “year book” with a new set of users different from 
those classified under the IASB framework as “primary 
users.”

Recommendations

1. There is a need for strict regulations regarding 
the use of aesthetic elements in annual reports. 
This is not to demean the importance of these 
elements but to point out the dangers in leaving 
it to the discretion of modern managers capable 
of taking advantage of every opportunistic 
tendency.

2. There should be a limit to the volume of annual 
reports presented by firms. This will compel 
managers to be sharp in their disclosures, as 
they will be forced to avoid the presentation 
of irrelevant information in the annual reports. 
Furthermore, this will also restore the value of 
annual reports to the general public.

3. As the demand for digital reporting continues 
to grow in recent times, it is evident that 
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investors will be forced to demand for simple 
but strategic digital reports which contain 
only information that is useful to the primary 
users. Therefore, it is important for the present 
managers to start looking in this direction.

4. It is also important for regulators to make 
efforts towards discouraging the placement 
of advertisements or other largely unrelated 
aesthetic elements in annual reports. This will 
serve as a very significant way of preventing 
modern managers from transforming the annual 
report into a mere magazine or year book.

5. Managers need to review their understanding 
of the term “annual report” and raise the curtain 
in terms of its purpose, what should be reported 
and what should not be reported compared to 
other documents like bulletin or magazine. 
They should perceive the annual report as a 
very sensitive communication device and avoid 
filling its pages with irrelevant information, 
images, and info-graphics that are not useful 
to the primary users for whom this document 
is prepared and presented.

NOTES

1  International Accounting Standards Board
2  IASB 1.2: The primary users of general purpose financial 
reporting are present and potential investors, lenders and 
other creditors, who use that information to make decisions 
about buying, selling or holding equity or debt instruments, 
providing or settling loans or other forms of credit, or 
exercising rights to vote on, or otherwise influence, 
management’s actions that affect the use of the entity’s 
economic resources.
3  Fundamental Qualitative Characteristics: these include 
relevance and faithful representation as revealed in the 
IASB Conceptual Framework for Financial Reporting.
4 Enhancing Qualitative Characteristics: these include 
comparability, verifiability, timeliness and understandability 
as revealed in the IASB Conceptual Framework for 
Financial Reporting.
5  IASB, 2018 defined decision useful information as 
information about the reporting entity that is useful to 
existing and potential equity investors, lenders and other 
creditors in making decisions in their capacity as capital 
providers.
6  The decision usefulness approach to accounting theory 
suggests that if the financial statements cannot be prepared 
correctly, then at least an effort should be made to make 
them more useful by reporting the relevant information.

7 The study of Preston et al. (1996) also revealed the 
dissatisfaction of Edwards (1992) and Berger (1972)- 
arguing that the images we have chosen are often subjected 
to multiple readings or ways of seeing (on the part of users) 
to emphasize that our ways of seeing are both illuminated 
and constrained by our codes of knowledge and theoretical 
predispositions.
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