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“I believe we should rethink not 
only the type of information we ask 
companies to disclose, but also how 
that information is presented, where 
and how that information is disclosed, 
and how we can take advantage of 
technology to facilitate investors’ 
access to information and make it more 
meaningful to them.”  
- SEC Chair Mary Jo White

In January 2014, U.S. Securities and Exchange Commission 
(SEC) Chair Mary Jo White issued a challenge on improving 
corporate disclosure to investors. 

“I believe we should rethink not only the type of 
information we ask companies to disclose, but also 
how that information is presented, where and how that 
information is disclosed, and how we can take advantage 
of technology to facilitate investors’ access to information 
and make it more meaningful to them,” said White. 

Five months later, with the official launch of the Initiative 
on Rethinking Financial Disclosure, the Center for Audit 
Quality and the Institute for Corporate Responsibility at the 
George Washington University School of Business (GWSB) 
took up Chair White’s challenge in an extraordinary fashion. 

The power of team competition was tapped to put fresh 
eyes on a perennial challenge. Four teams of GWSB 
graduate students began by studying the issues driving 
concerns about effective corporate disclosure. Each team 
then reviewed an extensive number of 10-K reports from 
randomly selected Fortune 500 companies. Their mission? 
To identify ways to improve the effectiveness of disclosures 
for investors. The Initiative concluded with a panel of expert 
judges picking a winning set of recommendations.

Students did not go it alone. The Initiative organized an 
advisory committee of top academics, practitioners, and 
other specialists who provided feedback and guidance 
along the way. 

The top honors went to Elizabeth Moehlenbrock (Master of 
Business Administration) and Liyuan Su (Master of Science 
in Finance). However, the aggregate output of all the 
students’ work, captured in this document, is impressive. 
Among the many worthwhile suggestions were the call 
for executive summaries of certain 10-K items to highlight 
year-over-year changes and new information and the 
recommendation to provide more company-specific 
information, especially in the area of risk.

Effective disclosure is an indispensable component of 
world-class capital markets. These students, working 
with their advisors and others in the Initiative, contributed 
valuable insights that the SEC can leverage as it proceeds 
in this vital area of public policy. Thanks to the efforts of all 
involved, the Initiative has proven itself to be a promising 
model for generating fresh perspectives on pressing  
policy matters

	  Executive Director
Center for Audit Quality

	  

Senior Research Scholar
Institute for Corporate 
Responsibility

WELCOME LETTER FROM THE 
INITIATIVE CO-CHAIRS
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BACKGROUND
PURPOSE OF DISCLOSURE
Corporate disclosure is the act of making all relevant 
information pertaining to a public company readily 
available to the public. This information may influence an 
investment decision. A disclosure system, in general, is a 
critical component in any country’s capital markets and 
significantly influences its economy as a whole. 

Overall, the purpose of disclosure is to provide current and 
potential investors with accurate and material information, 
both necessary to establish an informed investment 
decision. The U.S. Securities and Exchange Commission 
(SEC) plays an important role in establishing, updating, 
amending, and enforcing the regulations and guidelines 
that control the disclosure framework. According to its 
mandate, the SEC aims to protect investors, to maintain 
fair, orderly and efficient markets, and to facilitate  
capital formation.

EVOLUTION OF DISCLOSURE
Corporate disclosure requirements have changed 
significantly since being established in the 1930s. 
Documents that previously were concise and easy to 
read have grown lengthy and difficult to decipher—as 
is often evident in comparing the filings of any company 
that has been in business long enough to experience 
the evolution (see Figure 1). Whether because of the 
increasing number of pages or the language and writing 
style that is used, the value of documents to investors 
has suffered. Another contributing factor is the shift from 
“traditional” disclosure requirements—targeting the 
average investor—to a continuous disclosure regime that 
seeks to satisfy the varying needs of different classes  
of investors.

In August 2000, the SEC promulgated the milestone 
Regulation FD (Fair Disclosure).1  Regulation FD 
requires issuers to make public any material nonpublic 
information that is disclosed to certain individuals or 
entities (e.g., stock analysts or large shareholders of the 
issuer’s securities). This regulation sought to stamp out 
selective disclosure and ensure that all investors have 
simultaneous access to the same information.

WHY IS DISCLOSURE IMPORTANT? 
WHY NOW?
Relevant information plays a crucial role within markets, 
and a robust disclosure system housing this valuable 
investor information is a pillar of an effective capital market 
system. Examining this from the perspective of three 
important stakeholders, we establish that:

• For an investor, an efficient and reliable disclosure 
system is of paramount importance for any informed 
investment decision. By ending information asymmetry 
and requiring public companies to disclose meaningful, 
transparent, and relevant information to the public, all 
types of investors can equally access a common pool 
of data. Since investors have different needs, levels 
of expertise, and perspectives, they will judge any 
investment decision accordingly.

• For a public company, the existence of a carefully-
designed and well-regulated disclosure system can 
be beneficial from several standpoints. A clear set of 
regulations, including the consequences for not abiding 
by them, helps prevent malfeasance and exploitation of 
loopholes in the system. Clear regulations contribute to 
a system that aims to protect stakeholders and render 
the investment environment safe and trustworthy for 
both investors and companies. Most importantly, such 
a system helps link companies in need of capital with 
investors looking for returns on their capital, providing 
the latter with the ability to “transparently” track and 
monitor company performance.

• For a society, an efficient disclosure system contributes 
to an efficient market. By optimizing capital allocation 
and promoting stable economic development and 
growth, an efficient disclosure system will ensure 
capital flow to the more competent and promising 
companies. Whenever the utility of these resources 
can be optimized, economies will witness stable and 
healthy growth. 

 
 
 

http://www.sec.gov/rules/final/33-7881.htm
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The recent expansion in the size and number of filings was 
in part encouraged by the notion that more information is 
“always” better. However, more information may not be 
better if technological advances lead to more information 
than can be effectively managed. 

Indeed, many studies show that an information glut can 
undermine the purpose of disclosure, as human beings 
have limited capacity to process information. Therefore, 
the preeminent problem currently affecting disclosure is no 
longer a lack of information, but rather the need to disclose 
information in a more efficient and user-friendly way.

The authors hope that the recommendations in this report 
contribute to improving the value of financial disclosure 
to investors. There are many additional issues to discuss 
as the implementation of these ideas are considered, 
and there is a need for collaboration among all interested 
parties to further develop these recommendations. 
Through the efforts of all parties, we believe that the SEC 
can advance a financial disclosure regime that helps all 
investors make informed investment decisions.

	  

Growth of form10-K file size (in MBs) for All Companies in Sample: 1994-2014

Figure 1: Growth of 10-K File Size in Megabytes

1 See http://www.sec.gov/rules/final/33-7881.htm

http://www.sec.gov/rules/final/33-7881.htm
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THE INITIATIVE ON RETHINKING 
FINANCIAL DISCLOSURE
OVERVIEW
In May 2014, the Institute for Corporate Responsibility 
(ICR) at the George Washington University School of 
Business (GWSB) and the Center for Audit Quality (CAQ) 
initiated a research project aimed at improving the content 
and accessibility of the Form 10-K. The Initiative on 
Rethinking Financial Disclosure project began with the 
selection by ICR of eight graduate students from programs 
in Accountancy, Business Administration, and Finance 
at GWSB. The group, guided and advised by two GWSB 
faculty members, was assigned to investigate current 
corporate disclosures, identify the drivers of ineffective 
communication, and formulate recommendations to 
improve corporate transparency. To aid in the study, the 
students spoke to and learned from members of the 
Initiative’s Advisory Committee (see pages 22-23).

The following pages contain a description of the 
research methodology as well as the students’ specific 
recommendations to increase accessibility to disclosure 
information, improve the information quality within the 
10-K, and reduce unnecessary or redundant reporting 
requirements, while maintaining the integrity and value of 
that information for investors. The recommendations are 
separated into (i) information presentation changes that 
will increase accessibility, (ii) information content changes 
that will improve transparency and comprehension, and (iii) 
processes for change that will encourage stakeholders to 
continue to gather, evaluate, and implement new ideas to 
continually improve the financial disclosures made by  
public corporations.

RESEARCH METHODOLOGY
Twenty public companies randomly selected from the 
Fortune 500 formed the initial sample for student research. 
The students were subdivided into four groups, with 
each assigned five companies. They were to study the 
companies to better understand the disclosures of distinct 
firms and to form initial suggestions for improving the 
information presentation and content. After each group 
had thoroughly reviewed the assigned companies, the 

students and faculty met to discuss their early findings. 
Based on these discussions, each group was assigned 
a specific industry and/or section of the 10-K on which 
to focus. Because of the vastness of the 10-K and the 
changes to the 10-K over time, the narrow focus gave 
the teams an opportunity to dive deeply into individual 
aspects of the disclosure and to form more impactful 
recommendations. 

Each group was then assigned five additional companies, 
randomly selected within the industries of energy, financial 
services, manufacturing and consumer packaged goods, 
and retail. Each group selected to look at the entire 10-K 
at a high level, while specifically concentrating on the 
corresponding management’s discussion and analysis, 
corporate risk disclosures, longitudinal changes to financial 
disclosures, and international comparisons between 
required disclosures.

To complement the work of the smaller teams, the 
students and faculty met once per week to discuss the 
hypothesis development, recommendations for change, 
and next steps. Student researchers and faculty met with 
the members of the Advisory Committee from June to 
August 2014 to learn about the evolution of the 10-
K, inform the research, and get feedback on the initial 
recommendations. Additionally, students attended SEC and 
the U.S. Chamber of Commerce meetings that addressed 
the effectiveness of the current financial disclosure regime 
and recommendations for its improvement.

To complement the work of the smaller teams, the students 
and faculty met once per week to discuss the hypothesis 
development, recommendations for change, and next steps. 
Student researchers and faculty met with the members of 
the Advisory Committee from June to August 2014 to learn 
about the evolution of the 10-K, inform the research, and 
get feedback on the initial recommendations. Additionally, 
students attended SEC and the U.S. Chamber of Commerce 
meetings that addressed the effectiveness of the current 
financial disclosure regime and recommendations for  
its improvement.
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RECOMMENDATIONS
Scope of Recommendations

Recommendations cover three aspects of the 10-K.  
The first six recommendations address how the 10-K and 
related documents are presented to the public.  
They include issues ranging from user-friendly displays 
and search functions on the SEC website to sophisticated 
information analytic tools. The next four recommendations 
consider several changes that would affect the content 
of the report. They propose adding a strategic report as 
a new requirement, categorizing risk factors according 
to standardized definitions, and including industry-
wide indicators for some requirements. One final 
recommendation proposes an innovative process that 
would engage open-source competitions to create, 
vet, and score new and better ways of reporting firm 
information of value to investors. The recommendations 
are described below.

Information Presentation

1) Provide search and filter capability

Investors should be able to adjust the presentation of 
disclosure information based on the devices they use (e.g., 
mobile device, laptop, or personal computer). In the future, 
the SEC website should allow investors to scroll through 
simple search menus on their smart phones or tablets. 
Filtering would make all items in the 10-K selectable and 
collapsible and permit a user to view or print only the items 
of his or her choice.

A large portion of most 10-Ks replicates the information 
from prior reports. Users should have the option of viewing 
10-Ks in executive summaries that show only the changes 
that have occurred since the previous year’s report.  
Figure 2 illustrates this distinction. Highlighting changes 
in the current year would help investors better evaluate 
the year’s operations. Providing this filter would make 
the review of 10-Ks easier, while the absence of updated 
information in a 10-K might be useful for investors to note 
as well.

The main benefits of this recommendation are improved 
efficiency, expedited search time, and increased utility 
of information tailored to each user’s preferences. 

Presentation in this format also would reduce 10-K 
redundancy. With our recommendations implemented, 
users could elect to view executive summaries for some 
items and the long version of the report for other items.  
If the user desires or needs to view or print the entire 10-
K, that option should remain available. As environmental 
sustainability gains increasing momentum, the option to 
print only what the investor needs will significantly reduce 
paper waste as well as costs.

2) Make searches user-friendly

Common search features are used in various databases 
and websites to make interactions more user-friendly. 
Adopting these features for 10-K searchability will certainly 
make 10-Ks easier to use. We recommend the following 
features be incorporated into the SEC database:

• Users should be able to save searches to avoid having 
to retrace steps later. 

• Investors should be able to scroll through choices and 
click on hyperlinks to all the company’s filings, as well 
as hyperlinks to the company’s website. 

• Investors should be able to connect to prior filings and 
save sections as a “favorite” or as “my research” for 
reviewing later. 

• Companies should be able to cross-reference 
information from other reports—the 10-Q and annual 
report—with hyperlinks in the 10-K.

Figure 2: Executive Summaries of Changed  
10-K Information Only

STEADY CONTENT CHANGES

Business History New  products

Segment geographic & financial 
information Market entry

Product/service, customers, 
suppliers, distribution, 

competition, employees 
Acquisition & Disposition

EXECUTIVE SUMMARY
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3) Provide a data visualization platform

The SEC has mandated that companies provide Extensible 
Business Reporting Language (XBRL) interactive data 
along with their annual 10-K. XBRL is intended to provide 
business with information in a format compatible with 
computer applications and is “interactive data” that allows 
users quick access to information in an easy-to-use 
format.2  Each company must attach an XBRL version of 
financial data, accounting policies, and footnotes. XBRL 
data is designed to improve the accuracy and reliability of 
business and financial data. 

However, when an investor visits the SEC’s website 
and searches for a given firm’s 10-K, all the investor 
encounters is a list of financial documents as shown  
in Figure 3.

Along with the XBRL data, the SEC offers “interactive data” 
on its Electronic Data Gathering, Analysis, and Retrieval 
System (EDGAR). This interactive data provides investors 
and analysts with some conveniences. For instance, they 
are able to view numerical values reported in the financial 
statements in a historical context to a certain degree. 
However, investors cannot compare a firm’s performance 
with that of competitors within its industry. Because firms’ 
performances should be evaluated in both historical and 
industry contexts, investors have to devise their own ways 
to analyze performance. In order to improve investors’ 

access to and use of the financial information, we suggest 
that the SEC consider providing investors a new platform 
for financial information analysis. 

We recommend that the SEC provide a new platform that 
allows investors to compare firms’ financial information 
historically and in the context of their industry, at investors’ 
discretion. The new platform would offer a more user-
friendly view of firms’ performance. Figure 4 provides a 
sample template of this representation.

The line in Figure 4 represents stock prices (for a fictional 
company) on the New York Stock Exchange over time. 
Each dot reflects a different type of financial filing, such as 
10-K, annual report, or proxy statement, allowing investors 
and analysts to easily identify a given firm’s stock price 
even before they open its 10-K. Additionally, by classifying 
documents by type, investors can select what they need 
without wading through all documents.

The new visual platform for data would also provide 
investors with an analytical tool to interpret different 
pieces of financial information at their discretion. As shown 
in Figure 5, investors would be able to compare individual 
line items in financial statements in a historical context and 
see graphical representation of a given company’s  
performance trend.

 

	  

Figure 3: Example of Financial Documents Posted on SEC Website
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Figure 4: Sample Presentation of Firm Performance Over Time

	  

Figure 5: Sample Presentation of Financial Items Over Time
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4) Provide LinkedIn-like functionality

During this Initiative’s kick-off meeting, one Advisory 
Committee member recommended that we find a way 
to integrate EDGAR and the SEC website into social 
media. The goal would not only be to keep up with social 
and technological advancements but also to reach a 
larger audience. As students, we started by making the 
comparison of the 10-K of a “money seeker” with the 
resume of a jobseeker.

We recommend that a platform, analogous to LinkedIn 
for resumes, be established to share key facts and 
statistics about a company. Perhaps LinkedIn could even 
power this platform. On this new platform, each publicly 
listed company would manage its own profile under the 
regulation, governance, and control of the SEC. 

Each profile would include tabs to navigate among areas of 
focus based on and linked to the original filings.  
The “LinkedIn” platform would offer users the option to 
navigate through a company’s profile, going from the  
“Risks” page to “Management,” for example, while making  
use of up-to-date graphics and displays of key strategies, 
statistics, and performance metrics. 

Acknowledging that social media has affected and changed 
our world, this recommendation will help redefine 10-Ks as 
we currently know them and increase their accessibility to 
investors. Figure 6 demonstrates how the actual platform 
or company profiles could look.

5) Enable approximate string matching on the  
EDGAR website

After reviewing the SEC website and EDGAR, it became 
apparent that the system carries some major impediments 
to investor access. At a very basic level, it is often difficult 
to find companies using EDGAR because EDGAR’s search 
tool is name specific. That means the search function is 
based on the company name registered with the SEC; it 
does not accommodate for missing apostrophes, spaces,  
and the like—nor does it provide a list of plausible search 
matches from mistaken or misspelled company names. 

While conducting our research, we found EDGAR searches 
frustrating and cumbersome. In a search for the filings 
of one corporation, for example, the full name, as we 
entered it, yielded no matches. If an abridged name was 
entered, then 62 companies and organizations with names 
that include the shortened phrase appear. It required a 
great deal of time to sort through the list and find the 
desired company. To find the specific company, and only 
that company, the company name had to be entered in a 
defined way, with all appropriate abbreviations. 

In today’s technological environment, users/investors 
are accustomed to the intuitive search engines they use 
on a daily basis. These search engines identify matches 
with abbreviated titles and autocorrect misspellings and 
other mistakes entered by the user. Implementing search 
techniques, such as the approximate string matching 
function, would greatly expedite search time, reduce 
inefficiency, and improve user experience.

6) Enhance the use of XBRL data

With all the technological advancements that we are 
currently witnessing and expecting in the future, it makes 
sense for the SEC to use what is already available and 
tested in the market in order to reshape and improve 
disclosure. We believe that this would best be achieved 
through the implementation of a modern system, 
functioning through XBRL or other similar language.  
This would prove to be beneficial for all stakeholders. 

In October 2004, the SEC proposed a rule (33-8496) 
allowing registrants to voluntarily submit supplemental-
tagged financial information using XBRL.3  According to 
the rule, companies would continue to file their financial 

	  

Figure 6: Example of Company Profile

http://www.sec.gov/rules/proposed/33-8496.htm
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information in American Standard Code for Information 
Interchange (ASCII) or HyperText Markup Language (HTML) 
format as previously required. In April 2009, the SEC issued 
a final rule (33-9002) requiring all registrants to provide 
financial statement information in interactive data format 
using XBRL, but not to replace or change disclosures 
using the traditional electronic filing formats in ASCII or 
HTML.4  The rule aimed to allow investors to download 
financial statement information directly into spreadsheets. 
It provided for a three-year phase-in based on registrant 
type and size. 

Once the phase-in period was over, all public companies 
would have interactive data tied to their 10-Ks for the 
following six sections: (1) document and entity information, 
(2) financial statements, (3) notes to financial statements, 
(4) accounting policies, (5) notes table, and (6) notes details. 

Unfortunately, the XBRL implementation has not gone 
smoothly. As a consequence, the interactive data is not as 
reliable or readily available as was expected. We have three 
primary recommendations related to enhanced use of 
XBRL data and EDGAR.

• XBRL can be used to reduce redundancy and 
expedite search time by hyperlinking the existing 
interactive data. For example, the first note in 
the notes to the financial statements section (3) is 
“summary of significant accounting policies,” which is 
duplicated by the accounting policies section (4).  

For the companies we reviewed, these two sections 
were nearly identical. We recommend sections like 
these be hyperlinked so that the information appears 
only once. In addition, we recommend hyperlinks 
to improve navigability. We recommend inserting 
hyperlinks into the tables and details at the end of 
each item in the notes section to allow investors to 
conveniently find related items. If implemented, the 
user would no longer have to scroll up and down to 
match the tables and details to items in the notes to 
the financial statements, thus reducing redundancy 
and expediting search time.

• In order to better utilize the XBRL interactive data, 
we recommend building in comparison tools similar 
to those one might find on a car-buying website. 
With such tools, investors would not only select the 
competitors they wish to compare but they could also 
customize the benchmark measures that  
are presented. 

We recommend incorporating graph-drawing functions 
into the EDGAR website so that investors can analyze 
historical data with more intuitive visual tools.  
For instance, investors could use a line chart to depict 
sales revenues or net profit trends, a bar chart to compare 
performance measures of one company to those of 
competitors, or a pie chart to identify the most significant 
profit contributor among a company’s business segments. 
Graphs and charts give the investor a more intuitive picture 

	  

Figure 7: XBRL Enhanced Capabilities

http://www.sec.gov/rules/final/2009/33-9002.pdf
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of trends and changes, enabling clear and comprehensive 
information analysis. Figure 7 presents a sample template 
of the XBRL output with these new capabilities.

Information Content

7) Include a strategic report

In general, 10-Ks give more attention to the output of 
the company and significantly less attention to strategy 
formation and its implementation. The addition of a 
“Strategic Report” would illuminate the company’s 
objectives and strategies, rather than simply highlighting 
the end result.

The Strategic Report section would include objective and 
strategy sub-sections. Investors would gain a skeletal 
context underlying the drivers of the performance 
highlighted in the 10-K. The addition of a strategy section 
would help investors to better match strategic objectives, 
strategy implementation, and financial results.

We recommend that the Strategic Report include:

• A description of company objectives and/or goals and 
any changes from the prior year;

• A description of the chosen strategy to achieve these 
goals and any changes from the prior year;

• Metrics to monitor the progress of the strategy;

• A current year review by management of the firm’s 
strategy with references to any metrics necessary to 
fully understand the firm’s strategic performance; and

• Discussion of future objectives and strategies.

The Strategic Report would offer investors a view of 
management’s strategic priorities, as well as any changes 
to these priorities from previous years. Additionally, 
it would offer investors insight into the strategy’s 
performance and any potential changes to the strategy in 
the coming years.

Most importantly, a company’s operationalization of the 
Strategic Report would not be regulated. The Strategic 
Report would allow management to disclose its objectives 
and strategies as they deem appropriate, as well as provide 
some discussion of the sections previously mentioned. 

Leaving a Strategic Report’s requirements up to the  
discretion of the company is a self-correcting governance 
approach that relies on investor interests to dictate what  
is reported.

8) Stratify the risk factors according to non-company-
specific and company-specific

Within company discussions of risk in the 10-K, dozens 
of factors that may have adverse impacts on future 
performance are typically listed. These include macro-
environmental factors that may influence all companies 
in the national economy, industrial factors that may affect 
all companies in the same industry, and company-specific 
factors that may only impact the company itself. We 
suggest combining macro-environmental and industrial 
factors into one non-company-specific category in order 
to drill down to the risk factors affecting the company in 
particular. This simple bifurcation clearly and concisely 
stratifies the risk factors without being overcomplicated. 
A larger number of strata might introduce redundancy 
where companies were unsure which stratum was 
most appropriate for a given risk factor, hindering 
implementation and becoming counterproductive.

The macro-environmental and industrial elements that are 
non-company-specific factors affect most companies in 
the same industry and remain nearly constant year to year. 
Currently, these factors are listed in random order under  
Item 1A, and their sequence may even change from 
year to year. The moderately educated investor can feel 
lost among so many risk factors and may find it difficult 
to evaluate the significance of each. Even analysts 
and institutional investors must spend significant time 
analyzing the list of risk factors to identify changes, if any, 
and to determine the relative influence of each factor on 
the company’s performance. Disclosure of the risk factors 
by company-specific and non-company-specific strata 
reduces these inefficiencies and provides for clear, concise, 
comprehensive disclosure (see Figure 8).
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9) Stratify the risk factors according to impact on 
performance and probability of occurrence

The impact-probability method is well known in the field of 
risk management and is likely the internal method used, in 
some form, to identify which risks currently make their way 
onto the pages of Item 1A. While it may be argued that this 
is an internal management conversation that should remain 
internal, the impact-probability method may be the clearest, 
most concise way to communicate risk information to 
the moderately educated investor. By the same token, 
this stratification method may impose less of a burden on 
filers due to its prevalence in management circles. A simple 
example of this type of stratification is shown in Figure 9.

We recommend companies stratify their discussion of risk 
based on the probability of occurrence of a given risk and 
the impact of such an occurrence on business operations. 
To illustrate, although natural disasters and climate change 
may have a relatively high impact on the retail business, 
these risks are “low” because natural disasters and 
climate change are relatively unlikely to occur in the next 
reporting period. In contrast, proposed legislation to raise 
the sales tax, which is likely to take effect during the next 
reporting period in the state where a retailer operates, 
has a high probability of occurrence and may also have a 
high impact on financial performance. Consequently, these 
risks are classified as “high.” Alternatively, although likely to 
significantly impact the business, a risk such as high reliance 

on key vendors may be “high” if several existing vendor 
contracts expired during the last reporting period or “low” if 
several new vendor contracts were signed.

Like the preceding alternative, this version of stratification 
improves efficiency and ease of use by organizing disclosure 
information according to utility such that investors are 
better equipped to make informed decisions. This is 
both concise in terms of expediting the search process 
for sophisticated investors and clear in terms of sorting 
the myriad disclosure information for less sophisticated 
investors. While this stratification may be met with 
heightened corporate sensitivity, such a response is 
appropriate and expected if Item 1A is to be meaningful.

	  

Figure 9: Impact-Probability Risk Model

NON-COMPANY  
SPECIFIC FACTORS Co. A Co. B Co. C Co. D Co. E

Current economic condition X X X X X

Unfavorable changes in government regulation X X X X

Product/service, customers, suppliers, 
distribution, competition, employees 

X X X X

Natural disasters, changes in climate and 
geopolitical events

X X X X X

Strong competition X X X X X

Information technology risk X X X X

New business initiative and strategy X X X X

Seasonal fluctuation of business X X X X

Fail to attract, develop and retain qualified 
employees

X X X X

Figure 8: Sort by Company-Specific and Non-Company Specific
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10) Include industry-wide indicators

Industry-wide indicators are a set of quantifiable measures 
that an industry uses to gauge or compare company 
performance. The indicators vary among industries, 
depending on priorities or performance criteria. One of 
the main objectives of financial reporting, according to 
the conceptual framework of the Financial Accounting 
Standards Board (FASB), is to provide information that is 
useful to current and potential investors, creditors, and 
other users making rational decisions about investment, 
credit, and other issues.5  However, in the manufacturing 
and consumer goods industries, our analysis shows that it 
is difficult to compare a given firm’s financial performance 
with that of its competitors. We believe that a firm’s  
performance in a given year should be understood in the  
industry context. In order to improve comparability within 
industries, we suggest that the SEC impose industry-wide 
indicators for each industry.

Industry-wide indicators would help investors assess a 
firm’s performance relative to competitors and industry-
wide performance. Many firms report their financial 
performance compared to previous results. Specific 
industry characteristics often are necessary to fully 
understand firms’ financial performance in a given year.  
For instance, if the Environmental Protection Agency raised 
the standard of carbon dioxide emission, it would have 
negative impact on the transportation industry. Perhaps 
transportation companies’ financial performance would 
reflect this new regulation change, possibly lowering 
their profits. Due to the importance of industry-wide 
indicators, firms usually provide “peer group” performance 
measurements on earning calls. 

Despite the importance and benefit of the industry-wide 
indicators, there are some practical challenges. It may 
be difficult to single out key performance indicators in 
a given industry due to the complexity of business, the 
evolving nature of the industry, and the diversity among 
the industry members. Many firms have a variety of 
businesses and operate in diverse industries. 

 
 
 
 

Although some firms break down their business by region 
or by business unit based on their corporate structures, 
along with their financial results, there is no consistency 
in sectional disaggregation since additional disaggregation 
is voluntarily disclosed. Therefore, aggregate reporting 
prevents investors and analysts from comparing a given 
firm’s performance with its competitors. 

Despite these challenges, investors and analysts find 
industry-wide indicators highly informative. Many firms 
provide and compare self-selected and unidentified peer 
group performance with their own. However, there is no 
industry standard in selecting firms’ competitors. Because 
the peer group is unidentified, it raises credibility issues; 
firms may use peer group performance in their favor. 
Requiring industry-wide indicators on a firm’s financial 
disclosure would benefit investors and analysts and 
improve the quality and reliability of the financial disclosure.

Information Process

11) Create the 10-K Muse Project

Jason F. McLennan stated, “If we want to change a 
result, we must first change the process that led to the 
result.”6  Motivated by this perspective, we recommend 
an innovative process to seek recommendations for 
potential change, the 10-K Muse Project, a crowd 
sourcing, information gathering process. We envision 
teams competing to rewrite sections of already published 
10-Ks in a way that they believe would benefit them as 
investors. Individuals and organizations would then provide 
comments on the examples and vote on the rewritten 
sections through a website. The information gathered 
through this project will allow the SEC, companies, 
investors, and other stakeholders a view into the 
information that investors find most useful. This data will 
inform the SEC as it rewrites the 10-K rules and regulation. 

 

“If we want to change a result, we must 
first change the process that led to the 
result.” - Jason F. McLennan

http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1218220132541&acceptedDisclaimer=true
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The written content of the 10-K (specifically in Items 1, 7, 
and 10) is composed to abide by the legal requirement to 
disclose and protect management from litigation.  
Any attempt to streamline financial disclosures, if taken by 
the same set of actors according to the same set of norms, 
rules, and institutions, will lead to the same result as we 
have now.

The 10-K Muse Project is inspired by another government 
agency that used a competition to motivate innovative 
thinking and develop new products and policies. In 2009, 
the Defense Advanced Research Projects Agency (DARPA) 
held the “Network Challenge” in which teams competed 
to be the first to locate 10 red balloons released by 
DARPA on a particular day. Universities, organizations, 
businesses, and individuals formed teams to compete. 
(MIT won by locating the balloons in nine hours. DARPA 
was prepared for the competition to take more than a 
week.) DARPA collected data on all the teams’ strategies 
and performance. The agency is using that data for further 
research and to inform policy and procurement decisions 
for the Department of Defense.7 

In the 10-K Muse Project, groups will be invited to compete 
as “muses” to rewrite sections of company 10-Ks.  
They will post their rewrites on a website for public 
comment and vote. Muse groups can come from 
universities, investment interest groups, companies, 
individuals, etc. Voters will have to provide key 
demographics when they register. Information about who 
forms the muse groups, which sections of the 10-K the 
groups decide to rewrite, who comments and votes, the 

content of those comments, and the tally of votes will 
provide an enormous amount of data to the SEC.  
More importantly, it will inform companies about what 
investors want to see changed and how. If the SEC decides 
to create rules for the 10-K, it will have examples for 
companies to follow—examples not developed for defense  
against litigation.

This recommendation stems from two fundamental 
lessons that quickly became clear to participants in the 
Initiative on Rethinking Financial Disclosure. First, the SEC’s 
task in reforming the disclosure framework is daunting.  
If the SEC seeks to attack it in the same way as it has with 
past changes, the SEC will get the same results. To develop 
a new product, the SEC needs a new process. 

Second, interviews with the Initiative Advisory Committee, 
as well as the U.S. Chamber of Commerce’s panel 
discussion on corporate disclosure effectiveness, 
revealed widespread frustration with the current state of 
disclosures. However, given structural barriers, companies 
have little incentive to change either their products or 
processes. These barriers include time, resources, and 
concerns that changes will result in extra scrutiny or 
comments by the SEC with subsequent negative effects 
on management and shareholders.8  To get companies 
beyond these barriers, the 10-K Muse groups will provide 
examples of what investors want to see and, thus, inspire 
change. By rewriting old 10-Ks, there is no risk to the 
companies, and the SEC can pick and choose what changes 
it wants to implement with updated rules.

2 Information found at SEC XBRL Mandate for Dummies, by Ed Tittel, published by Wiley Publishing, Inc. in 2012.
3 Information found at http://www.sec.gov/rules/proposed/33-8496.htm
4 Information found at http://www.sec.gov/rules/final/2009/33-9002.pdf
5 Information found at http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1218220132541&acceptedDisclaimer=true.
6 Information found in The Philosophy of Sustainable Design: The Future of Architecture by Jason F. McLennan published by Ecotone in 2004.
7 Information on the DARPA’s Network Challenge is at http://archive.darpa.mil/networkchallenge/ and  

http://en.wikipedia.org/wiki/DARPA_Network_Challenge.
8 Information available at Center for Capital Markets Competitiveness, U.S. Chamber of Commerce. “Corporate Disclosure Reform: Ensuring a Balanced 

System that Informs and Protects Investors and Capital Formation.” Panel Discussion held on July 29, 2014,  
http://www.centerforcapitalmarkets.com/event/july-29-corporate-disclosure-reform/.

http://archive.darpa.mil/networkchallenge/
http://www.centerforcapitalmarkets.com/event/july-29-corporate-disclosure-reform/
http://www.sec.gov/rules/proposed/33-8496.htm
http://www.sec.gov/rules/final/2009/33-9002.pdf
http://www.fasb.org/jsp/FASB/Document_C/DocumentPage?cid=1218220132541&acceptedDisclaimer=true
http://archive.darpa.mil/networkchallenge/
http://en.wikipedia.org/wiki/DARPA_Network_Challenge
http://www.centerforcapitalmarkets.com/event/july-29-corporate-disclosure-reform/
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ABOUT
ABOUT THE CENTER FOR AUDIT QUALITY
The Center for Audit Quality (CAQ) is an autonomous, nonpartisan public policy organization dedicated to enhancing 
investor confidence and public trust in the global capital markets. The CAQ fosters high quality performance by public 
company auditors, convenes and collaborates with other stakeholders to advance the discussion of critical issues 
requiring action and intervention, and advocates policies and standards that promote public company auditors’ objectivity, 
effectiveness, and responsiveness to dynamic market conditions. Based in Washington, D.C., the CAQ is affiliated with the 
American Institute of CPAs. For more information, visit http://www.thecaq.org.

ABOUT THE INSTITUTE FOR CORPORATE RESPONSIBILITY
The Institute for Corporate Responsibility (ICR) officially received its charter from The George Washington University in 
October 2006. The Institute is devoted to the development and dissemination of scholarship, including research and 
teaching pertaining to corporate responsibility. It serves as a vehicle for continuing education, curriculum development, 
conferences and seminars, each of which will address needs of the School of Business, GW University, and the wider 
Washington, D.C., community.

ICR leverages its location to become a leading resource to the business community through business associations and the 
policy community through federal agencies, Congress, local and regional governments, non-governmental organizations, 
and international organizations. By fostering such a business-university-government partnership—U.S. and global—the 
ICR presents a unique knowledge creation and dissemination asset on our campus, building scholarly capacity for our 
faculty and students, and enhancing GW’s prestige worldwide.

The aim of the ICR is to be the world’s leading intellectual center for scholarship in the field of corporate responsibility and 
to be recognized as such. For more information, visit http://www.business.gwu.edu/icr.

To learn more about the Initiative on Rethinking Financial Disclosure and read the full report, visit http://business.gwu.edu/about-us/
research/institute-for-corporate-responsibility/research-projects/rethinking-financial-disclosure/

http://www.thecaq.org
http://business.gwu.edu/icr
http://business.gwu.edu/about-us/research/institute-for-corporate-responsibility/research-projects/rethinking-financial-disclosure/
http://business.gwu.edu/about-us/research/institute-for-corporate-responsibility/research-projects/rethinking-financial-disclosure/
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