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Abstract

The Background of the thesis starts with the fact that environmental issues have grown
progressively in the consciousness of the global community, which has turned its eyes to the
corporate world and its impact on the environment. = Various stakeholders have to an
increasing extent requested the corporations to report on these issues, but since there have
been no legislation or guidelines on the subject historically; there has been a vigorous debate
on how and what to report. Much research and several studies have been made on the subject
and worth to emphasize is that the largest corporations tend to lead the way in their respective
industries and that Sweden seems to be one of the lagging countries when it comes to
Environmental Sustainability Reporting.

The Purpose of the thesis is to map out the development in Environmental Sustainability
Reporting of the largest corporation in each industry in Sweden over the past eleven years in
order to, if possible, identify trends and draw conclusions about the future.

The Conceptual Framework of the study is composed of: A definition of Environmental
Sustainability Reporting, legislation and recommendations concerning Environmental
Sustainability Reporting, information on Sustainability Reporting in Sweden as of 2008, the
Stakeholder Theory, the Theory of Legitimacy, information on the qualitative characteristics
of accounting, and an introduction to the rhetorical notions of Ethos, Pathos and Logos.

The Methodology of the thesis was of a quantitative approach. We obtained and, influenced
by the GRI guidelines, assessed information reported in the Annual and Sustainability Reports
of the chosen companies and years, translating the quality of the information into scoreboards
later used to draw conclusions on.

The main Restrictions were the number of corporations chosen to investigate and the number
of years to examine. The nine companies chosen for the study were the largest ones in
Sweden of each respective industry presented on the Stockholm OMX exchange and the years
chosen to inquire into were the three years 1998, 2003 and 2008.

In Conclusion, there has been a development towards a more detailed and concrete reporting,
leading to an improved relevance. Simultaneously, reliability has improved caused by the
progress of verifiability due to the increase of concrete reporting and an enhanced third party
assurance, in tandem with an improved validity, albeit possibly biased. With this progress,
comparability between companies can also be concluded to have improved; comparability
over time will become better since the GRI guidelines have helped improve the quality in
setting standards. In conclusion, there seems to be a continual increasing development
towards meeting stakeholder requests.
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Glossary

ESR
GRI
ESRA
Triple bottom line
CSR
ISO
EMAS
ESG
CERES
G3
XBRL

Environmental Sustainability Reporting

Global Reporting Initiative

European Sustainability Reporting Association

Three aspects on reporting: economic, environmental and social
Corporate Social Responsibility

International Organisation for Standardisation

Eco Management and Audit Scheme

Environmental Social and Governance performance

Coalition for Environmentally Responsible Economies

Third set of guidelines published by GRI

Computer system allowing quantification of qualitative data
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1. Introduction

This chapter provides a brief background to Environmental Sustainability Reporting followed
by the Problem Formulation, Purpose and Restrictions of the thesis. To conclude, the
disposition of the thesis is presented.

1.1. Environmental Issues and Efforts in the Context of Annual Reporting

Environmental issues have grown progressively in the consciousness of the global community
over the past decades, parallel with the observation that the affect of mankind on the
environment has become increasingly extensive and sophisticated. About twenty years ago,
in 1987, the Brundtland Report Our Common Future popularized the concept of Sustainable
Development and defined its goal to be that humanity “meets the needs of the present without
compromising the ability of future generations to meet their own needs.”’ The Brundtland
Report was of great aid in the global progress of dealing with environmental issues, which
was later demonstrated by, e.g. the adoption of the Kyoro Protocol* and the founding of the
Global Reporting Initiative® (GRI) in 1997. A more popular example extracted from the past
few years is the movie production An Inconvenient Truth by former American Vice President
Al Gore. The movie caused many vigorous reactions amongst its viewers, who now in a more
expressive way voiced the need for a solution of the green house effect.

The increasing attention to environmental issues by society at large has turned the eyes of the
society to the corporate world, since the majority of energy consumption and pollution
originates from different industries rather than the homes of the consuming citizens. This has
caused corporations and organizations to spend vast resources on environmental development,
but knowledge of these efforts and their effects do not always reach the corporations’
stakeholders. The GRI lead the way by starting to set reporting guidelines for sustainability
reporting with the goal “to enhance the quality, rigor, and utility of sustainability reporting.”
This implies need for improvement and that there is much work left to do before the
sustainability reports can be said to have reached a sufficiently satisfying level of quality.

Focusing on different industries, several studies on sustainability reporting have investigated
the purposes and framework of the sustainability reports, together with if and how they can be
effectively scrutinized, as well as the usage of the reports and the interest amongst financial
analysts. As demonstrated, sustainability reporting can be and has been analyzed from
numerous different angles. We would like to make our own contribution to this research and
further explore various Swedish corporations’ Environmental Sustainability Reporting.

! Brundtland et al. 1987

2 http://unfcce.int/kyoto_protocol/items/2830.php (Accessed April 1%, 2009)
? Global Reporting Initiative Official Website (Accessed April 1%, 2009)

* Brenkert 2004




1.2. Problem Formulation and Purpose

1.2.1. Problem Discussion

Sustainability reporting has been a much debated subject and there are different views
regarding why these reports are produced by the companies. Some experts argue that there
can be no other reason for sustainability efforts and reporting except the principle of profit
maximization. Furthermore, other experts take a practical position, meaning that companies
engage in sustainability reporting to improve their corporate image or as a response to
existing trends. According to them, this reactive strategy often fails since the reports are not
originated from the company’s overall business strategies. However, the normative view is
that corporations publish these reports to improve the transparency towards their stakeholders
externally as well as internally. >

If the normative purpose of the reports is to lessen the information asymmetry between the
management and the stakeholders, the question whether the purpose is fulfilled becomes
interesting. Imagining the abundant quantity of stakeholders most companies have, it
becomes reasonable to question which information the different stakeholders need and how
the companies satisfy those needs.

A survey conducted amongst sustainability report readers, compounded by investors, business
leaders, academics, representatives of NGO’s and governmental authorities, showed that a
large portion of these types of stakeholders read and were affected by the reports. About 50%
took the reports into account when buying products and/or services or in the investment
decision making process. The survey further investigated the stakeholders’ demands for
information, what they were missing and what they would prefer to see in sustainability
reports in the future. °

By some studies, the interest amongst analysts on the financial markets has been proven to be
minor. These student papers claim that analysts focus on the regulated financial reports, such
as the balance sheet and income statement, and that they do not take the Sustainability
Reports into consideration. This is mainly due to the perceived lack of usability of these
reports and the lack of knowledge about sustainability issues amongst the analysts. There are
also indications of analysts often finding the information in the sustainability reports
irrelevant. In a world where the importance of environmental issues has become of greater
cause for debate, it is easy to imagine that the costs which the companies inflict upon
themselves in the present can generate economic value in the future. However, the
information in the reports is not suited for calculations for when the economic value can be
expected and, maybe of greater importance, just how profitable the investments will be. ’

The aim to satisfy different stakeholders’ needs for information is impossible to reach if the
reports are not trusted. A problem that is mentioned to be of great importance is the lack of
standardized regulations. This problem makes it hard for stakeholders to trust the reports and
to compare them to each other. Without regulations, management executives are free to
choose which information to disclose. The image provided by the company might therefore
not live up to the principle of a true and fair view. * One method used to solve the reliability
problem is assurance from a third party, but the scrutiny often falters due to the lack of agreed

3 MacLean & Rebernak. 2007

6 Bartles, Iansen-Rogers & Kuszevski 2008
7 Jansson & Johansson 20035

8 Brenkert 2004



standards and regulations, as well as the gap of expectations between what actually is
monitored and what the readers of the reports expect. The solution to this expectancy
problem is presented to be that the auditors to a greater extent should audit what is expected
and further describe the magnitude of the scrutiny in their audit reports. °

There are numerous organizations supplying guidelines for sustainability reporting, but GRI is
the organization with the greatest impact'®. However, it is important to remember that these
recommendations are voluntary and compliance can be in various degrees. This means that
the level of credibility the recommendations provide to reports can be questioned. There are
at the moment no evident signs that Sustainability Reporting will be subject to legislation any
time soon. There are also differing points of view whether the area even should be subject to
regulation or not. Relative to financial reporting, sustainability reporting is a new area which
the market must be allowed to develop by itself.

Although Sweden often is presented as one of the leading nations in the world when it comes
to sustainability efforts, according to the latest report of the European Sustainability
Reporting Association (ESRA), Sweden is one of the lagging nations when it comes to the
reporting of these efforts. The ESRA report also states that it is the largest companies that
lead the way in this type of reporting. Nevertheless, the author of the ESRA report is positive
that the Sustainability Reporting will increase in the future, much because of the
Sustainability Sweden Index that was launched by NASDAQ OMX last year. He thinks that
this will put further pressure on Swedish companies to engage in sustainability reporting.'’

To conclude, the purpose of Sustainability Reporting, and by extension Environmental
Sustainability Reporting, is to enhance transparency in order to satisfy different stakeholder
needs. To do this, the reported information needs to be of good quality, meaning that it must
be relevant, reliable and comparable. This raises the question whether those criteria really are
met and how the companies report in order to achieve credibility. Being a relatively new type
of accounting, it can be expected that the reporting activities have not yet been perfected,
which makes it interesting to study how the development of these issues has been and what
can be expected in the future.

1.2.2. Research Questions

Based on the above discussion, we have formulated one main question and three
supplementary questions, as followed:

e How has the Annual Environmental Sustainability Reporting in Sweden developed
between 1998, 2003 and 2008, looking at the largest corporation in each industry?
Can any trends be perceived?

- How does the direction of the development match the stakeholders’ requests?
- What differences can be discerned between the corporations?

- Is it possible to form any credible expectations about the future? If so, which
expectations can be formed?

? Hansson & Henriksson 2003
10 Konrad et al. 2006
" ESRA Official Website (Accessed April 20™ 2009)



1.2.3. Purpose

The purpose of this thesis is to map out the development in Environmental Sustainability
Reporting of the largest corporation in each industry in Sweden during the period 1998-2008
in order to, if possible, identify trends and draw conclusions about the future. The purpose is
not to analyze the reasons behind the observations made or to make assessments on the
truthfulness of the companies’ reported information.

1.3. Restrictions

In the thesis we have some restrictions that are important to clarify. The study only involves
Swedish corporations and the conclusions are therefore restricted to the Swedish market.
Since the largest companies lead the way in this type of reporting'?, we intend to study the
largest corporation of each industry presented on the Stockholm OMX exchange.
Furthermore, there is a restriction in time, considering that we only investigate three periods
(1998, 2003 and 2008) over the past eleven years. This means that no conclusions are drawn
on how the different corporations’ reports where designed during any of the unstudied years.
The conclusions can only involve development that becomes visible trough examining the
reports of 1998, 2003 and 2008. A third restriction is the fact that the thesis only studies how
the corporations report on certain environmental aspects and design their reports, and not
what information actually is stated.

"2 ESRA Official Website (Accessed April 20™ 2009)



1.4. Disposition of the Thesis

1. Introduction

2. Conceptual Framework

3. Methodology

4. Empirical Findings

5. Analysis and Discussion

6. Conclusion

This chapter provides a brief background to
Environmental Sustainability Reporting followed by the
problem formulation, purpose and restrictions of the
thesis. To conclude, the disposition of the thesis is
presented.

The Conceptual Framework begins with the thesis’s
definition of Environmental Sustainability Reporting
followed by a presentation of environmental legislation
and recommendations. Furthermore, this chapter
provides theories and perspectives that have influenced
the conduction of the study.

This chapter describes and motivates chosen
investigation methods as well as discusses critique on
references. To conclude, a discussion is conducted in
order to asses the validity and reliability of the thesis.

This chapter starts with a brief company presentation,
followed by an account of the indicator results of 1998,
2003, and 2008. The indicator results are clustered into
the following sections: Report format, Environmental
Management, Environmental Impact, Third Party
Involvement and Balanced or Unbalanced Reporting.

This chapter describes the development of the studied
companies’ Environmental Sustainability Reporting.
Furthermore, it discusses the empirical findings on the
basis of the Conceptual Framework. The discussion
will be conducted according to the same disposition as
the previous chapter.

This chapter highlights the most important aspects of
the Analysis & Discussion in order to provide answers
and conclusions to the stated research questions. To
conclude, suggestions on further studies will be
provided at the very end of the chapter.




2. Conceptual Framework

The Conceptual Framework begins with the thesis’s definition of Environmental
Sustainability Reporting followed by a presentation of environmental legislation and
recommendations. Furthermore, this chapter provides theories and perspectives that have
influenced the conduction of the study.

2.1. Defining Environmental Sustainability Reporting

Most of the sources of this thesis treat the entire area of Sustainability Reporting, which GRI
defines as:

The term “sustainability reporting” is synonymous with citizenship reporting, social reporting, triple-
bottom line reporting and other terms that encompass the economic, environmental, and social
aspects of an organization’s performance. "

This means that Sustainability Reporting include three areas, of which the environmental
aspect is one. Consequently, this thesis will use the abbreviation ESR when discussing the
Environmental aspect, since the objective of this thesis is to explore that particular area. The
term Sustainability Reporting will be applied when discussing Sustainability Reporting in its
broader sense, defined in the citation above.

2.2. Legislation and Recommendations

2.2.1. Swedish Legislation

Swedish laws offer little guidance concerning ESR. However, for large companies there are
some restrictions. It is mandatory for large corporations to, in the director’s report, publish
non-financial information that enhances the understanding for the corporation’s performance,
position and development. By extension, this means that if environmental aspects are of great
importance for the company’s results and development, those aspects need to be accounted
for. The subject in itself, however, is only explicitly mentioned once in the Annual Accounts
Act. It expresses that companies conducting certain environmentally damaging operations,
and thereby according to Swedish environmental legislation are forced to apply for a permit
or inform authorities about the operations, have to account for their effect on the
environment.'*

Naturally it is difficult to pinpoint which operations affect the environment in a harmful
manner, instead every situation is object for interpretation. On the other hand Swedish
environmental legislation describes which effects are considered as harmful and which
environments are considered as sensitive. If a company’s operations have effect on water
areas, groundwater or land, a permit is required. It is also necessary to have authorization for
businesses involved in gene modification or discharging heavy volumes of green house gases
as well as when the government explicitly declares that risk for the environment exists. When
changing production processes or waste management, companies that engage in operations

* GRI official website (Accessed April 20 2009)
' Arsredovisningslagen, 6 kapitlet, 1 §, 3 stycket.



classified as environmentally damaging, are obligated to inform authorities about the
change." '°

Recently, it became mandatory for state owned corporations in Sweden to account for their
environmental management and impact in accordance with the GRI guidelines. In addition,
those reports must be audited by a professional auditor. This law came into effect in 2009."

2.2.2. International Legislation

According to the international standard IAS 37, probable future expenditures which can be
estimated in a reliable manner must be accounted for in the balance sheet. Environmental
debts, which arise when the company is responsible for damaging impact on the environment,
must therefore be accounted for if the expenditure is probable and can be estimated. If the
expenditure is possible but not probable, the company must still inform about the
possibility.'®

In conclusion, there exist little legislation concerning ESR but when it does exist; the rules
offer little guidance on how companies can construct the reports. However, several
organizations have outlined guidance in the form of recommendations. Those
recommendations and the most accepted set of guidelines will be presented in the next few
sections below.

2.2.3. Global Reporting Initiative 17

Lacking regulations and guidance in the matter of ESR, there exist several organizations that
make efforts in order to standardize the reports to some extent. The most used
recommendations are published by the multi-stakeholder organization Global Reporting
Initiative (GRI). The idea of standardized recommendations for sustainability reporting was
by no means a new one when GRI in 1997 was founded by the non-governmental
organization Coalition for Environmentally Responsible Economies (CERES). However, thus
far no guidelines had acquired general acceptance by the market. GRI was a new global
initiative which assembled different stakeholders in order to accelerate the issues of
transparency, accountability, reporting and sustainability. The approach of having diversity in
the parties developing the guidelines is a key element in the credibility received by a large
range of stakeholders’.

The framework issued by GRI sets principles and indicators for measurement and reporting of
an organization’s economic, environmental and social performance. It is believed that the
usage of Sustainability Reporting will benefit reporters and readers alike. The first set of
guidelines was released in 2000 and in 2006 the third set of guidelines, called G3, was
published. Meanwhile, the number of stakeholders involved and corporations using the GRI
guidelines have increased substantially all over the world.

' Miljobalken, 9 kapitlet, 6 § and 10 kap, 15 §

'® Lag om handel med utslippsritter (2004:1199), 2 kapitlet, 1§

' Regeringskansliet 2007

'® International Financial Reporting Standards, International Accounting Standard 37

1 Unless stated otherwise, the section is based on GRI Official Website 2008 (Accessed April 20" 2009)
%0 Schaltegger, Bennett & Burrit 2006



The most recent activity by GRI is the release of the Amsterdam Declaration on
Transparency and Reporting. The declaration concludes that the various governments are not
proactive enough in their efforts to increase corporations’ reporting in Environmental, Social
and Governance performance (ESG). GRI requests governments to take action in order to put
pressure on both private and public bodies to engage in sustainability reporting, as well as to
take the opportunity to integrate sustainability reporting with the emerging of the financial
regulatory framework now being developed by the leaders of the G20-nations. GRI believes
that the current financial crisis could have been moderated by a more transparent reporting
and they now fear that the financial crisis will make people forget about the sustainability
crisis threatening the global economy and welfare.

To meet the need for sustainability information that is useful for the financial markets, GRI
has released the report Reaching Investors- Communicating value through ESG disclosures.
This report examines how companies can report in a manner that meets the needs of investors.
Since its inception, GRI has been working close with the investing community in order to
create guidelines that meet the demands of the financial markets, to promote Sustainability
Reports and to research how the reports are used by the investors. Right now GRI and related
investors are introducing a system called XBRL that allows users to digitalize qualitative
information in order to simplify collection and analysis of data.

Another current priority of GRI is to broaden the Sustainability Reporting concept in order to
obtain transparency in the supply chain. To take on this issue, GRI has initiated the Global
Action Network for Transparency in the Supply Chain. The initiative aims to educate the
suppliers of large companies to create Sustainability Reports according to the GRI guidelines.

2.2.3.1. GRI Principles and Guidelines 2!

As mentioned above, GRI publishes guidelines in three areas; Economic, Environmental and
Social Performance; of which the environmental aspect being the focus of this thesis. The
reporting principles accentuated by GRI in their recommendations are not very different from
the ones that will be discussed below in section 2.6. Qualitative Characteristics of
Accounting. The GRI recommendations guide organizations to define the content of the
report by accentuating principles like materiality and completeness. They also require the
companies to take stakeholders into account and to put the reported information into a
sustainability context. The principles will help organizations to limit themselves to
information that is relevant and essential enough to be of interest for stakeholders. To ensure
the quality of the reported information, GRI discusses the importance of accuracy, timeliness,
clarity and reliability. Readers of the Sustainability Reports must be able to trust the content.
Consequently, it is of great importance that the information is balanced and can be subject for
scrutiny.

The recommendations cover three areas; Profile, Management Approach and Performance
indicators; two of which are intertwined with economic, environmental and social
performance. The Profile area presents a general view of the report and discusses the
organizational context in order to understand performance. This, among other things,
includes strategy, key external impacts and governance. The Management Approach area
presents how the company addresses the specific issues and adds a more detailed context for
each area. The performance indicators guide the organization in the matter of measurement.

2! GRI G3 Guidelines 2006



Concerning reporting on environmental matters, guidance is provided in measuring the
company’s effect on the environment by setting indicators for consumption of various
resources (e.g. raw material, water and energy) and discharge of different pollutions (e.g.
green house emissions, chemicals and waste). There are also indicators concerning product
and production development that mitigate environmental impact, transports, legal compliance
and monetary expenditures for environmental investments. In addition, at the very end of the
guidelines, recommendations are given on the distribution of the reports, e.g. frequency and
feasibility, as well as ways to assure the reports’ credibility.

2.2.3.2. Critigue concerning GRI guidelines 22

Although the need for internationally standardized guidelines in the issue of Sustainability
Reporting is apparent, some critical remarks have been aired. Most of the remarks concern
the difficulty that appears without a normative use of terms and measurement. It is expressed
that five problems about the GRI guidelines need further scrutiny. Firstly, there exists
confusion concerning the concept of performance. In the context of ESR it could be argued
that the organizations often concentrate on the environmental impact of their operations rather
than the activities in which they engage to mitigate environmental destruction. By doing this,
the organizations loose sight of the causes of the impacts and thereby they complicate
attempts to improve the processes causing impact on the environment. Secondly, it is argued
that the distinctions between economic, environmental and social performance sometimes are
blurred. Thirdly, it is stated that the performance indicators of each area have different
perspectives. The information is heterogeneous, which can be emphasized when listing the
different units of measurements used when reporting environmental performance; tons,
kilograms, volumes, joules etc. This complicates comparability between companies
considerably. Fourthly, GRI give no guide in evaluating the importance of the indicators.
This means that there exists much room for managers’ own assessments, which could harm
the credibility of the reports. Lastly, it is implied that the term impact must be clarified as the
consequences of corporations’ choices and operations. It is important that the reported
indicators can be derived from the company’s own actions and not from random processes
that are impossible to control. In conclusion, the challenges facing GRI mostly consists of
further conceptualizing Sustainability Reporting and integrating this type of accounting with
the financial reports.

2.2.4. Certifications

2.24.1.150 23

ISO is an acronym for International Organisation for Standardization and is a global non-
governmental organization that develops and publishes international standards. These
standards enable solutions that meet the requirements of the civil society as well as the
business society.

On matters concerning the environment ISO publish several different guidelines standardizing
different aspects of business processes. = However, when it comes to developing

22 Brenkert 2004
2 Entire section based on ISO’s Official Website (Accessed May 232009)



environmental management systems there are two standards providing general requirement
and guide in developing such systems, namely ISO 14001 and ISO 14004.

ISO 14001 provides a framework for environmental management systems. The standard
consists of a number of general requirements that is said to be applicable on any type of
industry. To be ISO 14001 certified, the company also has to commit to continual
improvement of their environmental management and to apply environmental legislation.
While ISO 14001 specifies requirements, ISO 14004 can be consulted when developing and
implementing environmental management systems. By applying these ISO standards, the
company can provide both internal and external assurance of being environmentally
responsible.

2.24.2. EMAS %

EMAS is an abbreviation of Eco Management and Audit Scheme and is a part of the European
Union’s efforts toward creating a sustainable development. The program is based on the ISO
14001 standard and lists requirements as well as guidelines for management, compliance and
auditing for all material environmental matters that are affected by a company. With EMAS,
the European Union aims to stimulate corporations and organizations to systematically
develop environmental management systems that exceed the legislated requirements.

2.3. Sustainability Reporting in Sweden*

The European Sustainability Reporting Association (ESRA) is an organization that aims to
improve Sustainability Reporting by sharing trends and best practices among European
countries. Each year the member nations contribute by respectively constructing a report over
the development of Sustainability Reporting and best practicing company. Those reports can
later be used for benchmarking and exploration of practices on important markets.

From the latest report turned in by the Swedish Institute for Accountancy, FAR SRS, it can be
concluded that Sweden is one of the lagging countries when it comes to Sustainability
Reporting. However, the number of corporations accounting for sustainability aspects is
growing and more and more reports are constructed according to the GRI guidelines. It is
mainly the larger companies and industries with a long history of reporting that engage in
Sustainability Reporting. The report to ESRA also found that external auditing of the
Swedish Sustainability Reports was rare.

In 2008, the GRI guidelines were translated into Swedish, which magnified the interest in
using the recommendations. It is believed that the G3 guidelines will have a great impression
on the future Sustainability Reports in Sweden.

Finally, the Swedish report identified some achievements and challenges for Swedish
Sustainability Reporting. The achievements are the few front runners that represent “best
practice” in Sweden and the increased pressure from the Swedish government to engage in
Sustainability Reporting. The Swedish government is the first in the world to require that

?* Entire section based on EMAS Swedish website (Accessed May 232009)
* Entire section based on ESRA Official Website (Accessed April 20" 2009)
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state-owned companies produce Sustainability Reports with independent assurance according
the GRI guidelines.

The challenges however, are more numerous than the achievements. Basically, the challenges
regard improvement of the quality of the information in the Swedish Sustainability Reports, to
further promote and use the GRI guidelines and to increase the interest in Sustainability
Reporting to match other European countries.

2.4. Stakeholder Theory

The Stakeholder Theory is a widely accepted explanatory exposé of a company’s different
interested parties. It lays down that a corporation is dependent on its surrounding world and
that many individuals of various relations to the enterprise are mutually dependent. The
different groups of individuals that have an extra strong mutual dependence with the company
are called stakeholders and these are illustrated in Figure 2.1. below. The Stakeholder Theory
brings up various aspects of the different stakeholders’ wants and needs. These stakeholders
are Owners, Public Authorities, Non-Governmental Organizations (NGO:s), Lenders,
Suppliers, Customers, Corporate Management and Employees. ** %'

Figure 2.1. — Stakeholders 2%

Management

mployees
and Unions

Public
Authorities

Customers

NGO:s

The relationships between the company and its stakeholders all entail information asymmetry,
which is why a pressure arises for the company to account for information relevant to
different stakeholders. This section contains a presentation of what the stakeholders most
relevant to this bachelor’s thesis might look for in the different reports of the company. The
Owners’ contribution to the corporation is capital and in return they receive dividends and
increases in share value. In the company’s reporting, the owner/investor therefore looks for

% Thomasson 2005
7 Ax, Johansson & Kullvén 2005
BE igure 2.1.1s based on Thomasson 2005 and Ax, Johansson & Kullvén 2005
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indications that the company is, and will continue to be, profitable. The Public Authorities
provide the corporation with infrastructure, education and service, while demanding taxes,
various fees, job opportunities and that the company abides with the laws of the country and
community. The NGO:s provide the corporation with acceptance and legitimacy if the
company acts in the way they demand, i.e. to act socially responsible and/or in an
environmentally sustainable way. To portray the image of conductive responsible operations
and activities, the company can engage in Sustainability Reporting. The Customers spend
their money buying goods and/or services from the company and expect merchandise and/or
services of high quality in return. Some customers are also more inclined to buy goods and
services from companies which they identify having high moral standards implemented in
their operations. 293031

2.5. The Theory of Legitimacy ™

The question why companies make certain efforts & contributions to society and why they
report various aspects of their efforts & contributions is a difficult one to answer and it is
furthermore much debated. Put together with the Stakeholder Theory, the Theory of
Legitimacy attempts to explain the corporations’ societal efforts. It does so stating that a
company needs to assess the different demands on, and potential reactions to, its various
performances in order to ensure that the most valuable stakeholders will want to continue to
contribute to the company.

Ljungdahl divides the corporation’s stakeholders into two groups, Primary and Secondary
Stakeholders. In summary, the Primary Stakeholders are defined as the majority of the
stakeholders presented in Figure 2.1. above, whose mutual dependence with the company
usually is based on transactions between the two parties. The Primary Stakeholders are
consequently necessary for the survival of the corporation. The Secondary Stakeholders can
be called “influencers” and are defined as people or groups that are not engaged in
transactions with the company. This means that they are not crucial for the corporation’s
survival, but solely influence or affect the company or are influenced or affected by it.

This division of stakeholders is typical for an “instrumental” view on the corporation’s
various interested parties considering the fact that it stipulates that the company prioritize the
demands of the Primary Stakeholders. It does this without considering the level of fairness in
these demands, since the Primary Stakeholders are crucial for the company’s survival.
However, since the “influencers” can affect the Primary Stakeholders will to contribute with
resources to the company, for some companies it becomes very important to actively work
with the Secondary Stakeholders to maintain legitimacy.

2.6. The Qualitative Characteristics of Accounting >

This thesis studies ESR in the context of annual reporting. It is widely accepted that annual
reporting has one overall objective, which is to supply stakeholders with information about

* Thomasson 2005

0 Ax, Johansson & Kullvén 2005

3 Munro, Rolland & Mouritsen, Jan. (eds.). 1996
32 Entire section based on Ljungdahl 1999

33 Entire section based on Smith 2006
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the company. Different stakeholders demand different kinds of information, as explained by
the stakeholder theory. However, irrespective of which stakeholder is using the report, the
information must possess some qualities in order to make it useful.

The primary quality is that the information should be relevant. The reader must be able to use
the information as a basis for decisions. This means that the information should be designed
in a way that allows the reader to use it as a basis for predictions about the future and later on
to be able to use it to control the correctness of these predictions. To be relevant for any
reader, the information also needs to be understandable and current. If one cannot understand
the information, or if the information is too old, one cannot use the information as a basis for
decisions.

Another qualitative characteristic that is required by the reported information is reliability.
This requirement can be divided into two aspects. First of all, the given information should
create a correct image of the company, that is to say the information must be valid. Validity
means that the company report in a manner that takes all material occurrences into account
and provides a representation of the company that agrees with reality. Second of all, it must
be possible to verify the truthfulness of the information. Verification can be achieved either
by documents like receipts or by assessments from third parties.

A third quality is comparability. Comparability states that similar occurrences should be
accounted for in similar manners or that the reader is informed of which principles are applied
in the accounting process. There are two aspects of this characteristic that are quite different.
The first aspect is that one should be able to compare different companies in order to make
well-founded decisions. The other aspect is that one should be able to make comparisons
over time in order to make predictions and assess already made decisions.

Finally, the producer of the report needs to weigh the benefits of disclosing information
against the costs of producing it. However, to apply this restriction on real accounting
activities is complicated. It is often nearly impossible to measure the benefits from producing
extra information. Another difficulty is that the costs and the benefits may be unevenly
distributed amongst the company’s different stakeholder.

2.7. Accountability and Convincing Means

When engaging in ESR, the companies, as explained above, intend to disclose information to
their stakeholders in order to create a positive image of themselves. For this information to be
useful, the reader must be able to trust that it represents the reality and that it is not without
substance. In traditional financial reporting there are laws and standards that need to be
followed, and compliance is verified by auditors. This ensures the reliability of the provided
information. However, in voluntary disclosure, and thereby in ESR, there is virtually no
legislation to provide reliability to the information. The companies thereby need to use other
means in order to convince the reader of the environmental sustainability reports. In classic
rhetoric, the concepts of ethos, pathos and logos are often described as the cornerstones in
convincing a critical audience. It is unusual that merely one technique is used, a combination
of using two or all three is more probable in most cases. However, one concept is often
dominating.
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2.7.1. Ethos

When using Ethos as a mean to convince the reader or listener, the most important thing is to
be trustworthy or to successfully portray an image of being trustworthy. To achieve this, the
writer or speaker can refer to his/her or someone else’s knowledge or authority on the subject.
He or she can also try to create a sense of familiarity or solidarity. In commercials, it is not
unusual for companies to claim to have character or to express their values, such as being
environmentally responsible. Another way to apply ethos is to amuse the audience trying to
make the text pleasant to read or the speech enjoyable to listen to. One application of this
could be to make the text or the speaker visually appealing. **

2.7.2. Pathos

Pathos is an argumentative technique were the writer or speaker try to appeal to the
audience’s emotions. Depending on the purpose of the text or speech the arguer tries to raise
excitement, indignation, hope, despair et cetera. This can be done effectively through the
showing of own emotions such as tears or laughter or by exhibiting pictures and examples that
are relatable. In advertising and politics it is common to use fear or hope in order to send a
convincing message. 33

2.7.3. Logos

Logos appeals to the message receiver’s logic and reason. Here the writer or speaker uses
facts and impartial reasoning in order to state a convincing argument. Facts can be statistics,
numbers or examples. Logic reasoning activates the reader or listener and can either help or
manipulate this person to make sound conclusions. As the receiver of the message it is
important to be attentive to the relevance of the provided facts. Otherwise it is easy to draw
the wrong conclusions. *°

2.8. Stakeholder requests '

If companies produce different kinds of information in order to enhance transparency towards
their stakeholders, it is necessary to find out what stakeholders expect by such reports.
Studies have been conducted to do just that. As it turns out, the expectations on companies
Sustainability Reporting are quite similar across different stakeholder groups despite the
groups’ different ways of using the information. Overall, both among readers and non
readers, there is an opinion that the Sustainability Reporting is relevant and that the provided
information can serve as a basis for decisions. Those who choose not to use the reports often
feel that they are too extensive and that much of the information is without substance.
However, what nonreaders express lacking most when it comes to Sustainability Reporting is
knowledge on the value and usability of the information. One group of stakeholders that have
been pointed out to rarely use ESR is analysts on the financial markets. They express the

¥ Karlberg & Mral 2001

% Thid.

% Tbid.

37 Unless stated otherwise, the section is based on Bartles, Iansen-Rogers & Kuszevski 2008
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opinion that the reports often lack quantifiable data, do not contribute to added value to the
corporations, and that they do not have the knowledge necessary to use the information.™

However, there naturally exist people who take the reports into consideration. The
Sustainability Report readers tend to study reports from multiple companies and industries.
The most prevalent purposes for using them are to improve comprehension of the subject, to
benchmark and apply best practice or to asses the companies’ performance in the
sustainability area. Many also use Sustainability Reports when making different types of
decisions, e.g. when buying the companies’ products or services, when buying or selling
company shares, when looking for a dialogue with the corporation and when searching
employment or business to business relations. This means that Sustainability Reporting can
attract a wide range of stakeholders.

There are several aspects that stakeholders look for in companies’ Sustainability Reports.
One of the most important aspects is that the companies show genuine commitment to
sustainable development. To achieve this in the reports, a link between the companies’
overall strategy and sustainability strategy is of great importance. Something that on the other
hand do not indicate corporation commitment to sustainability issues are lengthy reports.

Stakeholders also want to see evidence of stakeholder involvement both concerning
management as well as the reporting of sustainability matters. The account for stakeholder
involvement in Sustainability Reporting should describe the dialogue and its results.
Furthermore, stakeholders wish to see the companies reporting their environmental impact
and the actions made to influence this impact. The stakeholders want to know exactly how,
where and how much the companies affect the environment. In addition, they wish the
companies to concretely describe their management of sustainability issues and how these
procedures affect a sustainable development. Beside the issue of management, stakeholders
are interested in how the companies incorporate research and development as well as supply
chain management into their sustainability efforts.

Most stakeholders welcome standards on Sustainability Reporting. It is expressed that
standards can improve the quality and comparability of the reports. The GRI guidelines has
been pointed out as the guidelines of greatest importance while national guidelines have
received little interest, probably since most companies engaging in Sustainability Reporting
are multinational.

To be able to trust sustainability reporting, most stakeholders agree that assurance is the way
to go. However, there is dissonance regarding how this assurance should be provided but
most stakeholders prefer external professional auditors. Another way to acquire assurance in
the reports is to inform on different attained environmental certifications. Furthermore, there
exist suspicions that the reporting is biased. Many doubt that the image provided by
Sustainability Reporting is balanced between positive and negative facts. It is believed that
companies avoid reporting failures, dilemmas or environmental risks. To improve the
reports’ reliability stakeholders request companies to include negative aspects.

38 Jansson & Johansson 2005
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3. Methodology

This chapter describes and motivates chosen investigation methods as well as discusses
critique on references. To conclude, a discussion is conducted in order to asses the reliability
and validity of the thesis.

3.1. Selected Topic

It is widely accepted that the industrialization has been pointed out as one of the most liable
causes to the environmental problems of today and that this has caused the upsurge of terms
like CSR, Sustainable Development and simultaneously, Sustainability Reporting. In our
opinion, an increasing number of companies disclose information on their effects on the
environment and what they are doing to decrease their environmental impact in order to
ensure a sustainable environment.

We found the subject of Sustainability Reporting very interesting and wanted to explore it
further. Our original idea was either to investigate the corporate purpose behind producing
Sustainability Reports, or to explore the usage of these reports. When searching for previous
studies and research, we realized that these questions had already been asked by other
students at bachelor or master level. Therefore, we decided to investigate the development of
Environmental Sustainability Reporting (ESR) in Sweden over time; an aspect we felt had not
been thoroughly researched before.

Studying different audit firms’ websites, we also found out that this angle of research is
something that they request. In addition to auditors, we believe that this study is of interest
for company stakeholders and the studied corporations, since the thesis is largely based on
stakeholder requests and how these are met by the studied companies in their reports.

3.2. Analytical approach

The main purpose of the essay is to describe the development of ESR in Sweden. In order to
do this, the conceptual framework and the empirical findings of the study were combined in
the analysis. The first three problems were analyzed and discussed using deductive reasoning
meaning that we observed the data and made conclusions according to certain premises and
theories. The first premise was that the large companies lead the development of ESR in their
respective industries. This premise was stated by ESRA’s yearly report on practices of
Sustainability Reporting in Sweden and helped us in the selection of companies to study and
to draw conclusions about the rest of the industry. A second premise concerned the
stakeholders and their requests on Sustainability Reporting. This gave us a point of reference
to compare to when making conclusions on the second problem of the thesis. Finally, we
conducted the study under the opinion that the theories presented in the conceptual framework
are applicable.

The final problem of the thesis was analyzed and discussed using inductive reasoning. From

the empirical findings on how the development has been historically for the studied
companies, we stated expectations about the future when it was possible.
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3.3. Chosen Investigation Method

Since the purpose of this essay is to map out the development of ESR in Sweden, it seemed
appropriate to study different reports from a selection of Swedish corporations and evaluate
these on a number of indicators. The selection of studied corporations is presented in section
3.4. Collection of Data below.

We investigated 15 indicators, which were selected inspired by the GRI guidelines and the
various stakeholder requests on Sustainability Reporting mentioned in the Conceptual
Framework. The objective of the chosen indicators was to investigate the Format of the
Reports, how the companies have reported on their approach in Environmental Management,
how the companies have reported on their Environmental Impact, if they have accounted for
any Third Party Involvement in their Sustainability Reporting and whether the companies
have conducted Balanced or Unbalanced Reporting. The chosen indicators are presented
below in section 3.3./. Indicators.

Many of the chosen indicators were evaluated qualitatively according to a grading scale
reaching from O to 3. However, some of the indicators were plain two-type questions and
therefore had a grading scale of 0 to 1. Other indicators were inquiring for quantities or
frequencies and therefore had no upper limit set before finding the answers. The grading
scales used to evaluate the different indicators are presented with further definition in section
3.2.2. Grading Scale below.

3.3.1. Indicators

In order to obtain a broad picture on the development of ESR in Sweden, we wanted to
capture different spectra of the reporting when choosing indicators. The indicators would
therefore vary from simple quantitative questions regarding the format and extent of the
reports to more complicated matters regarding the quality of different kinds of reported
information.

The indicators have been quite broadly defined in order to avoid evaluating the companies’
efforts and performances instead of evaluating the companies’ reporting choices regarding
their environmental efforts and performances. With this broad definition of the chosen
indicators, we felt that they could be applied on any type of company irrespective of sector,
management or size. Examples of given grades for each indicator, to account for our train of
thought during the evaluation, can be found in Appendix 3.

3.3.1.1. Format of the Reports

We chose five indicators concerning the format of the reports. These indicators were meant
to investigate if there had been a development in the extent of both mentioning and reporting
on environmental sustainability, as well as to detect how the companies have chosen to
distribute their reports. The indicators chosen are as follows:

1.1. ESR Separate and/or Integrated in the Annual Report

The intention of this indicator is to investigate if the corporations have chosen to
report on their environmental performances separately through a Sustainability Report
or to integrate their information on environmental efforts in their Annual Reports. The
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indicator also covers the dimension of a company which has chosen to report its
environmental performances both in the Annual Report as well as with a separate
Sustainability Report.

1.2.a. Number of Pages of the Environmental Sustainability Chapter in the Annual
Report

1.2.b. Number of Pages of the Environmental Sustainability Chapter in the
Sustainability Report

These indicators aim to capture the extent of the companies’ reporting on
environmental issues. The indicators are separated in order to distinguish possible
differences in development between the separate Sustainability Reports and the
Annual Reports. This will also allow us to conclude if the companies without a
separate report have a more extensive environmental sustainability chapter in their
annual reports or not.

1.3. Frequency in Number of Chapters in the Annual Report Containing Information
on Environmental Sustainability

Examining the number of contexts in which environmental issues are mentioned
strives to indicate if environmental issues have become more or less relevant in other
areas of the companies’ respective businesses. When measuring this indicator, we
count every chapter that, at least once, mentions the environment, including the
chapter on environmental sustainability if it exists. In deciding what makes a chapter
in the different Annual Reports, each decision was based on the disposition of the
respective report’s table of contents.

1.4. Distribution Format

The objective of this indicator is to answer how the companies chose to distribute their
reports, i.e. in hard copy printed versions or electronically, as e.g. PDF documents.

3.3.1.2. Information on Environmental Management

In order to see how the companies have reported through the years on their management of
environmental issues, we chose four indicators which we considered applicable on all
investigated industries. All companies, irrespective of industry, are probable to have some
activity to report on in each of these indicators. Each indicator was then evaluated on the
quality of reported information, inspired by the concept of logos. The more concrete, logical
and controllable the reported information was, the higher the grade the report received.

2.1. Information on Environmental Sustainability Strategy

This indicator intends to evaluate the quality of the information on the companies’
sustainability strategies, inspired by the opinion that a company committed to
environmental sustainability should have a long term strategy to take on the issues.
However, we realized all companies might not share our terminology and use the
concept ‘Sustainability Strategy’ verbatim, which is why some complementing key
words were necessary in order to make sure not to miss any strategies due to too
narrow restrictions. Other words acceptable in this context were for example;
‘vision’, ‘goals’, ‘targets’, ‘policy’, et cetera. This indicator was awarded the
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2.2

2.3.

24.

highest grade only if the environmental sustainability strategy was linked to the
company’s overall strategy.

Information on Internal Control

Although a strategy provides a long term direction for the company’s
environmental efforts, it is often difficult to control the activities within the
company with a strategy alone. To make sure that the employees know what is
expected of them and how they are going to act in accordance with the company’s
objectives, a company needs some kind of internal control.” Consequently, we
supplemented an indicator with the objective of evaluating the reported
information concerning internal control and the tools used to apply this control,
such as education, responsibility distribution, IT systems, et cetera.

Information on Supply Chain Management

The two indicators above evaluate how the corporations report on their internal
management to take on environmental issues. @ However, a company’s
environmental impact is not restricted to the actions inside the company. It is also
of great importance to know how a corporation for example sources and transports
their input material. This indicator is intended to show how the companies have
reported on their sourcing, suppliers and logistics in an environmental context.

Information on Innovation

The final aspect that aims to evaluate the area of environmental management is
innovation in the context of environmental efforts. Innovation in this context can
mean improving production processes and/or product development. These
activities can improve financial margins, make resource usage more efficient
and/or minimize the environmental impact. This indicator evaluates how the
companies have reported on such activities.

3.3.1.3. Environmental Impact

The environmental management naturally has a purpose to lessen the environmental impact of
the companies. The internal efforts can provide routines, goals, measurements and
technology to improve efficiency, which will result in fewer emissions, less waste and better
resource usage. To examine how the companies have reported on these issues, one indicator
was developed and evaluated according to the same grading scale as the environmental
management.

3.

Information on Environmental Impact

The most important environmental aspect to report on is perhaps how and to what
degree the companies in fact leave environmental footprints. Environmental
impact is one of the reporting areas in the concept of triple bottom line reporting,
together with economic and social performance. The objective of this indicator is
to evaluate how the companies report on their resource usage, green house gas
emissions, waste et cetera.

% Merchant & Van der Stede 2007
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3.3.1.4. Information on Third Party Involvement

As mentioned in the Conceptual Framework, third party involvement is an aspect that often is
accentuated when discussing environmental reporting. To achieve credibility for voluntarily
disclosed information, it is sometimes necessary to account for third party involvement. This
is also a way to achieve ethos in the reports. To evaluate how the companies have reported on
this matter, we selected three indicators. The first two indicates if the companies have
accounted for any third party assurance. The third indicator evaluates to what degree the
corporations have reported on stakeholder dialogue in the development of their reports.

4.1.

4.2

4.3.

S.1.

5.2

Information on Scrutiny by External Auditor

In financial reporting, it is necessary by law to have the information audited by an
authorized auditor. In environmental sustainability reporting this is not the case,
but having the information scrutinized by a third party certainly provides extra
credibility for the report. This indicator is intended to explore if the companies
have chosen to have their reports scrutinized by external auditors or not.

Information on Certification

Another way to acquire credibility for the corporations is to get assurance for their
environmental management systems. Certifications like ISO 14001 and EMAS
provide guidance in developing environmental management systems and if a
company meets certain standards, it will be certified. This indicator aims to
examine if the companies have reported such certifications or not.

Information on Stakeholder Dialogue

Since ESR is a rather new phenomenon, reporting routines have not yet been laid
down. Furthermore, depending on which stakeholders the companies have, the
demanded information might vary. In order to improve their environmental
reporting, it is necessary for the corporations to listen to their stakeholders’ point
of views. As mentioned in the Conceptual Framework, stakeholders request such
a dialogue and they also want the companies to account for it. The objective of
this indicator is to evaluate to what extent the companies have accounted for a
stakeholder dialogue concerning the development of their ESR.

3.3.1.5. Balanced or Unbalanced Reporting

Information on Negative Aspects

As mentioned in the Conceptual Framework, a concern that stakeholders have
voiced in the context of ESR and voluntary disclosure is whether the reported
information is balanced or not. Many stakeholders suspect the companies to avoid
reporting negative aspects, such as failures or possible risks beyond what is
required to report by law. This indicator is intended to show if such aspects are
accounted for or not. Regarding reported information on a company’s
environmental impact, it was not considered as a negative aspect since we wanted
to avoid double measurement of this aspect.

Mentioned Solution to Negative Aspect(s)
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If a negative aspect has been reported, it is interesting to examine whether it is
followed by a positive aspect in the form of a solution or comments that belittles
the problem. If the reported negative aspects always are followed by positive
statements, it can be discussed whether the information really is balanced. This
indicator is therefore meant to inquire if the corporations’ reported negative
aspects have been followed by solutions or other positive statements.

3.3.2. Grading scale

In order to achieve the purpose of the thesis in mapping the development of ESR in Sweden
between 1998, 2003 and 2008, we decided that a quantitative approach would be an
appropriate investigation method. The quantitative approach allowed us to investigate more
companies and more indicators than would be possible if we had chosen a qualitative
approach. This means that the investigation will provide breadth but it will not be able to
achieve the same depth as a qualitative method.

However, to be able to analyze the usefulness of the reports, some degree of depth was
necessary. In consequence, we chose to evaluate some indicators in a more qualitative
manner. These qualitative indicators are the indicators we believe require a more elaborate
answer than ‘Yes’ or ‘No’. The qualitative indicators are; 2.1., 2.2., 2.3., 2.4., 3. and 4.3. The
grading scale stretches from O to 3 and was developed around the concept of logos. This
meant that the more concrete and logical the reported information was, the higher the grade
was given (for examples, see Appendix 3). The grades did not take into account the quantity
of information that was provided in the reports but merely gave indication on the quality of
the reported information. Consequently, a company that has reported on a subject in a manner
that is concrete and controllable, and has managed to achieve this in one sentence, could
receive a higher grade than a company that has reported an entire page on the same subject
but in a manner that is difficult to verify.

3.3.2.1. Grade 0

When a company has failed to mention the subject of a qualitative indicator all together, it has
received a grade 0. The subject has to have been mentioned in the context of environmental
issues for the company to be considered receiving a higher grade. For example, many
companies accounted for their supply chain management, but failed to do so in an
environmental context. This could not be considered to be a part of the company’s ESR since
no information was given on which choices or assessments the company made from an
environmental view point.

3.3.2.2. Grade 1

Grade 1 has been given if the corporation has mentioned the subject in the correct context but
not concretely described. For example, a company informing that environmental issues are
important and that the company has an environmental policy, would receive a grade 1. In this
statement, the policy is mentioned but it is not possible for the reader to know what this policy
looks like or how it is used in the company’s activities. Since we consider such statements as
a way to entice positive emotions from the reader, grade 1 is based on the concept of pathos.
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3.3.2.3. Grade 2

Grade two has been given when companies have addressed the subject of a qualitative
indicator with words and descriptions, without presenting verifiable information. An example
for a typical grade 2 could be a company which has reported on its environmental internal
control with the information of having conducted employee education in environmental
sustainability, having an environmental committee and internal auditors. This company has
described which tools are used internally in the organization for environmental management
control and has therefore given information at another level than grade 1. However, the
information is still open for interpretation and it is not possible to control the truthfulness of
the statement, since there is no fixed point of reference to compare with. We consider this a
way to appeal to the reader’s emotions and opinions on what a good internal control should
include, but with the methods of logic reasoning. Therefore, grade two is based on both the
notions of pathos and logos.

3.3.2.4. Grade 3

Grade 3 is the top grade and to attain it, the information provided needs to be descriptive and
verifiable. This means that the information needs to be confirmed by numbers, graphs or
examples from reality. For example, a company reporting on its environmental impact and
accounting for the volumes of green house gas emissions or waste would have received a
grade 3. The information must be verifiable and a point of reference must be provided, which
means that if the information were to be scrutinized, the truthfulness could be assessed. When
grading indicator 4.3., we awarded all companies that reported in accordance with GRI the
highest grade, since various organized stakeholders are involved in the making of the GRI
guidelines for Sustainability Reporting. By following these guidelines, the companies
account for how the stakeholders’ opinions have assisted in developing the reports. We
consider information based on numbers and verifiable facts to appeal to the reader’s logic and
reason, which is why grade three could be said to be based on the concept of logos.

3.3.2.5. Evaluating Quantitative Indicators

Not all indicators are of a qualitative nature. Some of the indicators consist of two- or three-
type questions. These indicators are characterized by the lack of achievable depth in their
answers. For example, indicator /.4. can only give two answers; hard copy or PDF. Other
indicators are purely quantitative, concerning the answers are sheer numbers representing
nothing else than the quantity itself. For example, indicator /.3. measures the number of
chapters containing information on environmental sustainability.

Indicators 5.71. and 5.2. are considered as two-type questions even though they could be
evaluated in a more qualitative manner. However, these indicators do not aim to evaluate the
quality of the information on negative aspects or solutions, but merely to point out if there are
any negative aspects and solutions accounted for. Consequently, using the grading scale from
0-3 described above would be unnecessary.

3.3.3. Material Information Not Captured by Indicators

The indicators represent the areas necessary to study in order to map the development of ESR
in Sweden over the past eleven years. However, the indicators cannot always be applied on
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an important piece of information. Therefore, we have been observant throughout the study
in order to notice when such situations have arisen. For example, a company might not have
had an environmental strategy to account for, but reported that it was being developed at the
time of writing the ESR. In these kinds of situations, the appropriate grade was given and the
information not captured by the indicator’s grade will be accounted for in Appendix 3.

3.4. Collection of Data

3.4.1. Secondary Data

Our secondary data was compounded of academic articles, student theses, legislation, reports
and books on the subject. Furthermore, we have studied text books on theories explaining
accounting and accountability, e.g. the Stakeholder Theory and the Theory of Legitimacy, as
well as accounting principles and rhetoric concepts. We have also studied relevant web sites
to the subject, for example the official web sites of GRI, ESRA, EMAS and ISO. These
sources of information have been divided into Work Cited and Bibliography. The Work Cited
consists of the thesis’s references. The Bibliography is a list of additional literature that has
helped us obtaining an apprehension of the subject.

The main media used in collection of our secondary sources of information were the Internet.
The academic articles were found through searching the data base Business Source Premier
for relevant information. The internet was also used in finding the different reports used as
references in the thesis. The website of Gothenburg University Library and its data bases for
theses (GUPEA) and literature (GUNDA) were used when collecting student theses and some
of the books on the subject ESR. We have also been aided by our mentor in finding relevant
literature.

3.4.2. Primary Data

The primary sources of information have been the results after evaluating the nine studied
corporations’ Annual Reports and Sustainability Reports of 1998, 2003 and 2008. These
results were compounded in a scoreboard using the Excel spreadsheet application and are
presented as raw data in Appendix 2. The raw data was then further processed into graphs and
tables in order to enable an understandable presentation of the findings. Some of these graphs
and tables required the calculations of mean values in order to enhance understandability.

To collect the relevant reports, we contacted each company and asked them to send us the
reports that existed. When it was not possible to acquire versions directly from the
companies, or if they failed to distribute their sustainability reports, we downloaded the
relevant reports from the respective company’s website.

3.4.2.1.Choice of Studied Corporations

Regarding the choice of companies to study, the yearly reports to ESRA have shown that the
largest corporations tend to lead the way for their respective industries when it comes to
sustainability reporting. Thus, we chose the largest corporation from each industry presented
on the Stockholm OMX exchange. In order to decide which company was largest, we chose
to define the size by total share value as of December 31* 2008. Appendix 1. describes how
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we calculated which corporation was the largest in each industry. The result of our
calculations, i.e. the chosen companies to study were: Lundin Petroleum (Energy), Stora
Enso (Materials), ABB Ltd. (Industrials), H&M (Consumer Discretionary), Swedish Match
(Consumer Staples), AstraZeneca (Health Care), Nordea Bank (Financials), Ericsson
(Information Technology), and TeliaSonera (Telecommunication Services).

3.4.2.2.Choice of Studied Years

In the matter of how far back in history we wanted our study to start mapping the
development, we chose the year 1998 since the Global Reporting Initiative (GRI) was
founded that year. The timeframe to conduct this investigation was limited and to study each
corporation’s annual and sustainability report of each year from 1998 to 2008 would be very
time-consuming which could damage the reliability of the thesis. On the other hand, if only
studying the difference between 1998 and 2008, the study would be devoid of possible trend
shifts, i.e. if there was a more rapid development in either half of the decade or not. The
number of years to study thus became three and the reports chosen for observation
consequently became those of 1998, 2003 and 2008. In our opinion, the chosen studied years
would provide necessary detail in the empirical findings in order for us to be able to draw
conclusions.

3.5. Critique on References and Methodology

3.5.1. Critique on References

We consider the references used in the thesis to be reliable and relevant. To ensure reliability
we have on several occasions referred to multiple references. When only one reference is
referred to, we have examined other literature in order to evaluate the validity of the used
reference. All academic articles used in the thesis have been peer reviewed and collected
from a trust worthy data base. Furthermore, the described theories are widely accepted and
the references to these theories consist of text books used in education at university level. The
organizations and corporations which websites and reports we have referred to are considered
as trustworthy and knowledgeable in the subject Sustainability Reporting. Lastly, we feel that
the studies and the student theses serving as references to the thesis have been conducted with
a method that ensures reliability and validity. Concerning the study Count me in, conducted
by KPMG, we consider this reference to be relevant even though the study is conducted
among global stakeholders. The studied companies of the thesis are of such a size that it is
probable that they have stakeholders from outside of Sweden.

We also consider our primary sources to be reliable. However, Lundin Petroleum’s Annual
Report from 2008 could not be acquired since it had not been completed at the time for our
study. Consequently, the Annual Report of 2007 was used instead. In addition, the
Sustainability Report of 2003 for Ericsson could not be accessed in spite of contact with the
company and searches on the company’s website. These two occurrences could hurt the
validity of the thesis. However, we do not consider that the validity has been damaged to a
material extent.
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3.5.2. Critique on Methodology

We have throughout the study made efforts in order to ensure valid and reliable results. First
and foremost, it is important to clarify that the thesis intended to study the way the various
corporations have reported on environmental matters, which means that the only information
evaluated is the one the companies have chosen to put in their Annual Reports and
Sustainability Reports. Subsequently, the method does not aim to measure how well the
companies actually have performed in an environmental context or how good their
environmental efforts have been. In our opinion, our methods are suitable to fulfill this
purpose which means that the validity of the thesis is high. However, the chosen corporations
do not make a statistically assured selection, but considering the studies showing that the
largest corporations lead their respective industries in ESR, we consider that validity is still
ensured. To further ensure high validity, we have discussed the indicators and the grading
scale with fellow students and our mentor. In addition, we have spent a great deal of time and
efforts in order to design the indicators to best suit the purpose of the thesis. In the case of
indicator 1.4. Hard copy or PDF, the validity can not be assured considering the lack of
timeliness in evaluating this aspect.

Furthermore, we consider the thesis to be of high reliability. The qualitative indicators give
some depth to the study, but they are still measured quantitatively in the respect of
methodology. This makes them sensitive for subjective judgments. In order to obtain the best
possible reliability we created the grading scale with as distinct criteria as we found feasible
for each grade. We have both been involved in all qualitative assessments which provide
additional reliability to the thesis. Given the guidance provided by the examples enclosed in
Appendix 3, we believe that we have assured a good reliability of the study. However, it is
impossible to avoid interpretations in cases like this, which means that the reliability is not
absolute regarding the chosen qualitative indicators.

In the case of the quantitative indicators, our opinion is that a high reliability is provided to
the thesis. Those indicators have absolute answers which give little room for subjective
assessments. However, there is always a risk that certain aspects are missed, especially
considering the high amount of reports that have been studied. Considering this risk, we have
both participated in reading and evaluating the reports in order to ensure reliability further.
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4. Empirical Findings

This chapter starts with a brief company presentation, followed by an account of the indicator
results of 1998, 2003, and 2008. The indicator results are clustered into the following
sections: Report format, Environmental Management, Environmental Impact, Third Party
Involvement and Balanced or Unbalanced Reporting.

4.1. Company preview

4.1.1. Lundin Petroleum 40

Lundin Petroleum is the largest corporation of the Energy Sector on the Stockholm OMX
exchange. The company was formed in May 2001 and its operations mainly consist of
exploration and production of oil and gas. The vision of Lundin Petroleum is presented as
follows:

Our Vision

As an international oil and gas exploration and production company operating globally, our aim
is to explore for and produce oil & gas in the most economically efficient, socially responsible
and environmentally acceptable way, for the benefit of shareholders, employees, and co-
ventures.

Lundin Petroleum applies the same standards to all activities worldwide to satisfy both the
commercial, ethical and local requirements. Lundin Petroleum strives to continuously improve
the performance and to act in accordance with good oilfield practice and high standards of
corporate citizenship.

4.1.2. Stora Enso 4

Stora Enso is the largest corporation of the Material Sector on the Stockholm OMX exchange.
The company was formed in 1998 through the merger of the Finnish Company Enso Oyj and
the Swedish Stora Kopparbergs Bergslags Aktiebolag (STORA). Stora Enso’s main
operations consist of producing paper, packaging and forest products for a global market. The
company’s vision is presented as follows:

Our vision
Today we as a company, people and planet face new challenges never before seen. The world
needs a new approach to materials.

4.1.3. ABB Ltd 4

ABB Ltd is the largest corporation of the Industrials Sector on the Stockholm OMX
exchange. The company was formed in 1987 through the merger of ASEA AB and BBC
Brown Boveri Ltd. The corporation’s main operations consist of providing power and
automation technologies to utility and industry customers. The vision of ABB Ltd is
presented as follows:

“0 This section is based on information found on Lundin Petroleum Official Website (Accessed May )
*I This section is based on information found on Stora Enso Official Website (Accessed May 5
2 This section is based on information found on ABB Official Website (Accessed May 8™
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ABB’s vision

As one of the world’s leading engineering companies, we help our customers to use electrical
power efficiently, to increase industrial productivity and to lower environmental impact in a
sustainable way. Power and productivity for a better world

414. H&M 4

H&M is the largest corporation of the Consumer Discretionary Sector on the Stockholm
OMX exchange. The company was founded in Sweden, Visterds in 1947. H&M has
approximately 1700 boutiques all over the world selling clothes and cosmetics. The company
does not have a pronounced vision but they do have a business concept that is presented as
follows:

Our business concept
Our business concept is to give the customer unbeatable value by offering fashion and quality at
the best price.

4.1.5. Swedish Match #

Swedish Match is the largest corporation of the Consumer Staples Sector on the Stockholm
OMX exchange. In 1992, AB Svenska Tobaksmonopolet and Svenska Téndsticks AB were
merged and included in the Procordia Group, which was renamed to Swedish Match in 1994
to capitalize on the internationally known company name. The corporation’s main operations
consist of producing and selling smokeless tobacco products, cigars, pipe tobacco and lights
products. The vision of Swedish Match is presented as follows:

This is the basis for our vision and strategic direction:
We should build on our strengths and position the Company as the smokefree leader, not only
in Scandinavia, but on a global scale.
We should develop our cigar business to the best in class; with focus on consumers and
customers we should improve profitability.
Our lights and pipe tobacco businesses should continue to focus on operational excellence and
profitability.

4.1.6. AstraZeneca 4

AstraZeneca is the largest corporation of the Health Care Sector on the Stockholm OMX
exchange. The company was formed in 1999 through the merger of Astra AB of Sweden and
Zeneca Group PLC of the UK. AstraZeneca develops and produces medicine that aims to
improve the health and life quality of patient around the world. The company’s vision is
presented as follows:

Our vision is to be an innovation-driven, research-based pharmaceutical company focused on
human health and capable of delivering a consistent flow of innovative and differentiated
products to patients in markets around the world.

> This section is based in information found on H&M Official Website (Accessed May 51
* This section is based on information found on Swedish Match Official Website (Accessed May 5™)
* This section is based on information found on AstraZeneca Official Website (Accessed May 51
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4.1.7. Nordea 46

Nordea is the largest corporation of the Financials Sector on the Stockholm OMX exchange.
The company was established in 2000 after a number of mergers and acquisitions. Nordea
provides financial and banking services for a wide variety of customers. The company’s vision
is presented as follows:

Our vision
To be the leading Nordic bank, acknowledged for its people, creating superior value for
customers and shareholders.

4.1.8. Ericsson ¥

Ericsson is the largest corporation of the Information Technology Sector on the Stockholm
OMX exchange. In 1876, Lars Magnus Ericsson laid the foundation for Ericsson together
with his former work colleague Carl Johan Andersson. Today, the corporation’s main
operations consist of providing telecommunications equipment and related services to mobile
and fixed network operators. The vision of Ericsson is presented as follows:

OUR VISION

Our vision is to be the prime driver in an all-communicating world.

This means a world in which all people can use voice, data, images and video to share ideas and
information whenever and wherever they want.

4.1.9. TeliaSonera 48

TeliaSonera is the largest corporation of the Telecommunications Services Sector on the
Stockholm OMX exchange. The company was formed in 2002 as a result of the merger
between the Swedish Telia and the Finnish Sonera. TeliaSonera offers services for transferring
and packaging of voice, images, data, information, transactions and entertainment. An
extraction from the company’s business concept constitutes that:

Business concept
[...] TeliaSonera aims at creating customer value through its superior customer service,
infrastructure and knowledge of customer needs.

4.2. Report format

4.2.1. 1998

In 1998, four of the five studied Annual Reports included separate chapters with information
on matters concerning environmental sustainability. As Figure 4.1. shows, the integrated
information varies to up to three pages. Stora Enso and ABB were the only companies that
produced separate Sustainability Reports.  These separate reports were distributed
electronically for this study and comprised 33 respectively 65 pages.

*® This section is based on information found on Nordea Bank Official Website (Accessed May 5™ )
T This section is based on information found on Ericsson Official Website (Accessed May 8™
*® This section is based on information found on TeliaSonera Official Website (Accessed May 5™)
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Figure 4.1. - Environmental Sustainability Chapter in Annual Report vs. Sustainability Report
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Albeit not all companies’ Annual Reports included an Environmental Sustainability Chapter,
all of them reported on environmental sustainability to some extent in various parts of their
reports. As Figure 4.2. shows, ABB includes matters concerning the environment in eleven

different chapters and is thereby the only company that mentions the environment in more
than four contexts.
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Figure 4.2. - Frequency in Number of Chapters in the Annual Report Containing Information
on Environmental Sustainability

12 11

101

8,

6,

4 <! 2

0 0 m < ‘ ‘

-

4.2.2.2003

Figure 4.3. demonstrates the disposition and extent of the companies’ ESR in 2003. Seven of
the nine companies had separate Environmental Sustainability Chapters in their Annual
Reports. These chapters comprised up to four pages. The corporations that did not include
such a chapter were Stora Enso and Nordea. Stora Enso, ABB, H&M, AstraZeneca and
Nordea all published separate Sustainability Reports. It should also be mentioned that
Ericsson claims to have published a Sustainability Report in 2003. However, the company
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failed to locate both the printed version as well as the PDF version when requested to do so.
The reports from Stora Enso, ABB and AstraZeneca were distributed as printed versions for
this study, the other two were sent electronically as PDF documents. As showed in Figure
4.3., these reports’ Environmental Sustainability Chapter varied in quantity of pages. Stora
Enso had the most extensive chapter with 29 pages and AstraZeneca had the least extensive
chapter with two pages.

Figure 4.3. - Environmental Sustainability Chapter in Annual Report vs. Sustainability Report
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Albeit two of the companies’ Annual Reports lacked an Environmental Sustainability
Chapter, Figure 4.4. illustrates that all of the companies did cover environmental
sustainability somewhere in their reports. All companies except Stora Enso mentioned the
environment in everything between one and seven different chapters in the Annual Report.
Stora Enso referred to the subject in fourteen chapters and thereby in the most numerous
contexts.

Figure 4.4. - Frequency in Number of Chapters in the Annual Report Containing Information
on Environmental Sustainability
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4.2.3. 2008

In 2008, all the companies had an Environmental Sustainability Chapter in their Annual
Reports. These chapters covered up to ten pages, but only Stora Enso had a chapter that
comprised more than six pages, which is showed in Figure 4.5. All corporations except
Swedish Match and Lundin Petroleum published a separate Sustainability Report in 2008.
The extent of these reports varied with the extremes once again being Stora Enso and Nordea.
The Sustainability Reports from Ericsson and AstraZeneca were distributed in printed forms
for this study. The other reports were sent electronically as PDF documents.

Figure 4.5. - Environmental Sustainability Chapter in Annual Report vs. Sustainability Report
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Apart from having a separate chapter devoted to information on matters concerning the
environment, all companies mentioned the environment in other contexts to various degrees.
This is illustrated in Figure 4.6. Nordea, including environmental information in three
different chapters, were the company to write about such matters in the least numerous
contexts. Stora Enso mentioned the environment in thirteen chapters, thus being the company
to include this kind of information most frequently. The rest of the companies varied in
frequency mentioning the environment in the span of six to eleven chapters.

Figure 4.6. - Frequency in Number of Chapters in the Annual Report Containing Information
on Environmental Sustainability

141 L
121 |10 Al

Stora
Ensog
ABB
H&M
Swedish
Match |
Astra
Telia
Sonerag

FEricsson

Tundin
Petroleum
Zeneca
Nordea

31



4.3. Environmental Management

4.3.1. 1998

A summary of the Environmental Management results of the existing companies in 1998 is
illustrated below in Figure 4.7. Each bar represents the mean of the indicator grades given on
the information concerning Environmental Management reported by respective corporation in
their various reports. Worth noticing is the wide gap between the companies, with the lowest
mean being 0,5, the highest 2,5 and the others spread out in between. The average mean of
2008 is 1,60.

Figure 4.7. — Environmental Management (mean)
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An aid to interpret the means presented above can be found below in 7Table 4.1. This table
includes each separate grade concerning the information given on the chosen indicators
concerning Environmental Management. As can be observed there is a notable variation
amongst the companies’ reporting standards, both in regards of comparing them with each
other, but also within the companies and their own reporting standards for the different areas.
For instance, ABB varies from grade 1 in Supply Chain Management to grade 3 in Internal
Control as well as Innovation, and Ericsson differs from grade O in Internal Control to grade 2
in Supply Chain Management. The most common grades the companies received were a 1 (6
times) or a 2 (7 times) and the grade 0 was given at three times.

Table 4.1. — Graded Reporting on Environmental Management

Corporation Strategy | Internal control | Supply Chain Mngmt | Innovation | Mean
Stora Enso 2 2 3 3 25

ABB 2 3 1 3 2,25
H&M 2 2 2 1 1,75
Swedish Match 1 1 0 0 0,5

Ericsson 1 0 2 1 1

Average mean 1,60

4.3.2. 2003

The bars in Figure 4.8. below represent the means of the companies in 2003, thus illustrating
the average grade given on their reporting of Environmental Management. Worth to notice is
that the reporting standards of the corporations differ quite a bit, with Lundin Petroleum and
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TeliaSonera in the bottom with an average grade of 0,5 and H&M at the top with the mean
2,75. The remaining companies spread out in between and the average mean of 2003 is 1,69.

Figure 4.8. — Environmental Management (mean)
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Table 4.2. below is an aid in the interpretation of the above figure, by splitting the means of
the reported Environmental Management into its constituent parts. The variation on reporting
standards remains, both between as well as within each company. This can be illustrated by
comparing H&M with TeliaSonera, as well as comparing the different grades given to the
reporting of Swedish Match. The most common grade was a 1 (14 times), followed by a 3 (11
times) and the grade O was given at four occasions.

Table 4.2. — Graded Reporting on Environmental Management

Corporation Strategy | Internal Control | Supply Chain Mngmt | Innovation [ Mean
Lundin Petroleum 1 1 0 0 0,5
Stora Enso 2 2 3 3 2,5
ABB 2 3 3 2 2,5
H&M 3 3 3 2 2,75
Swedish Match 3 1 0 1 1,25
AstraZeneca 3 2 1 3 2,25
Nordea 1 2 1 3 1,75
Ericsson 1 1 1 1 1
TeliaSonera 1 1 0 1 0,75

Average mean 1,69

4.3.3. 2008

The grading of the Environmental Management reporting of 2008 is illustrated in Figure 4.9.
below, where each bar represents the mean grade of its respective corporation’s reporting.
Worth noticing is that most companies have an average above 2 and that H&M reached a
grade point average at 3. The gap between the corporations have decreased and the average
mean of 2008 is 2,31.
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Figure 4.9. — Environmental Management (mean)
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As the previous two tables, Table 4.3. below works as an aid in the interpretation of the above
figure, by dividing into the separate components of which the graded Environmental
Management mean is calculated. There is still a variation between the companies, which can
be illustrated by observing the grades of H&M vs. Swedish Match, as well as within some of
them in regard to their reporting standards in different areas, which is illustrated by the grades
of Lundin Petroleum that differs from a O to a 3. This year, only one corporation received a
grade zero and the most common grade of the reported indicators was a three (19 times).

Table 4.3. — Graded Reporting on Environmental Management

Corporation Strategy | Internal Control | Supply Chain Mngmt | Innovation | Mean
Lundin Petroleum 1 3 0 1 1,25
Stora Enso 3 2 3 3 2,75
ABB 2 2 3 3 2,5
H&M 3 3 3 3 3
Swedish Match 1 2 1 2 1,5
AstraZeneca 2 2 2 3 2,25
Nordea 3 2 1 3 2,25
Ericsson 2 3 3 3 2,75
TeliaSonera 3 3 1 3 2,5

Average mean 2,31

4.4. Environmental impact

4.4.1. 1998

In 1998, only two companies gave any information on their impact on the environment.
These two companies were Stora Enso and ABB. Both of these companies concretely
described how their activities affected the environment. In addition, the provided information
was confirmed by verifiable numbers which earned both of the companies the highest grade.
Swedish Match, H&M and Ericsson on the other hand, did not account for their
environmental impact, nor did they mention the subject.
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4.4.2. 2003

This year, there were six companies that reported their environmental impact. Lundin
Petroleum, Ericsson and TeliaSonera did not mention this subject at all. However, Ericsson
may have reported on their environmental impact in their Sustainability Report of 2003 but it
has not been acquired. The companies that did report on environmental impact did this
concretely with verifiable facts. Consequently, all of the companies providing information on
their resource usage, discharges, etc. were given the highest grade on the indicator concerning
environmental impact.

4.4.3. 2008

All the companies reported on their environmental impact in 2008. The only company that
did not acquire grade 3 was Lundin Petroleum, which was given grade 2. Lundin discussed
the impact which the company had on the environment, but failed to provide facts that could
be measured and verified. Nevertheless, eight of the nine companies provided information
that was confirmed by verifiable facts.

4.5. Third party involvement

4.5.1. 1998

The companies that used assurance in 1998 were Stora Enso and ABB. Assurance was given
both for their activities and their reports concerning environmental sustainability. This can be
concluded after examining Figure 4./0. The other companies did not have any external
scrutiny of their annual reporting apart from the auditing of their financial reports.
Furthermore, none of the other three corporations mentioned having certified environmental
management control systems.

Figure 4.10. - Assurance
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The way the companies reported on stakeholder dialogue concerning Sustainability Reporting
in 1998 is shown in Figure 4.11. It is apparent that the only company that accounted for a
dialogue with its stakeholders in order to improve their Sustainability Reporting was ABB.
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ABB did on the other hand not describe any concrete consequences from this dialogue, which
is the reason that the highest grade was not awarded. Stora Enso and Ericsson mentioned
their stakeholders and described them as important for the business. However, they did not do
this in the context of Sustainability Reporting. H&M and Swedish Match did not mention
their stakeholders at all.

Figure 4.11. — Info on Stakeholder Dialogue in the Development of Sustainability Reporting
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4.5.2. 2003

As can be seen in Figure 4.12., Stora Enso and ABB still were the only companies with any
kind of assurance in 2003. Both of the companies had their Sustainability Reports scrutinized
by an external auditor. In addition, both Stora Enso and ABB had certification of their
environmental management control systems. The mentioned certifications were ISO 14001
and EMAS. The other companies neither had assurance of their reports, nor did they report
any certification assuring their environmental management systems.

Figure 4.12. - Assurance
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In 2003, four companies received the highest grade on accountability concerning stakeholder
dialogue in the context of Sustainability Reporting. This is illustrated in Figure 4.13. The
companies that were awarded grade 3 all reported to some extent in accordance with the GRI
guidelines. Lundin Petroleum mentioned their stakeholders but not in the context of
Sustainability Reporting. Swedish Match, Nordea, Ericsson and Telia did not mention their
stakeholders at all in the reports of 2003.

Figure 4.13. — Info on Stakeholder Dialogue in the Development of Sustainability Reporting
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In 2008, Stora Enso and ABB as well as Nordea and Ericsson had their Sustainability
Reporting scrutinized by an external auditor, which can be observed in Figure 4.14. Out of
these four companies, three also reported having certified environmental management
systems. In total, five of the companies were certified and the certifications involved are ISO
14001 and EMAS. Lundin Petroleum, H&M and AstraZeneca neither had assurance of their
reports, nor did they report certifications on their environmental management control systems.

Figure 4.14. - Assurance
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In 2008, all companies reported on their stakeholder dialogue to some extent. However, as
shown in Figure 4.15. only six companies mentioned the dialogue concerning Sustainability
Reporting. All of these six produced their Sustainability Reports in accordance with GRI
which earned them grade 3. Lundin Petroleum, Swedish Match and AstraZeneca all
mentioned their stakeholders, but not in context of improving their Sustainability Reports.

Figure 4.15. — Info on Stakeholder Dialogue in the Development of Sustainability Reporting
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4.6. Balanced or unbalanced reporting

4.6.1. 1998

In 1998, two companies reported on negative aspects apart from what was required by law,
which can be noted below in Figure 4.16. In Stora Enso’s case, the negative reporting was
followed by information on how the problems were solved. In ABB’s case, the negative
aspect was portrayed as not being of great importance.

Figure 4.16. — Balanced or Unbalanced Reporting
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4.6.2. 2003

In 2003, Lundin Petroleum, Stora Enso, H&M and AstraZeneca gave information on negative
aspects. This can be concluded when examining Figure 4.17. Three out of these four
companies provided some kind of explanation or solution to the problem which belittled the
negativity of the information. Only AstraZeneca provided negative information without
explanation or solution.

Figure 4.17. — Balanced or Unbalanced Reporting
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4.6.3. 2008

As is apparent in Figure 4.18., in 2008, six companies reported negative aspects, such as risks
or failures. H&M was the only company to report on negative aspects without providing any
explanation or solution to the problem. Swedish Match, Nordea and TeliaSonera gave no
additional information on negative aspects.

Figure 4.18. — Balanced or Unbalanced Reporting
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5. Analysis and Discussion

This chapter describes the development of the studied companies’ Environmental
Sustainability Reporting. Furthermore, it discusses the empirical findings on the basis of the
Conceptual Framework. The discussion will be conducted according to the same disposition
as the previous chapter.

5.1. Development of Report Format

The analysis of the Report Format considers how the companies have chosen to design and
distribute the information on environmental matters. This analysis examines how the ESR
has developed over the years in extent, disposition as well as in distribution.

As illustrated in Figure 5.1. below, the development from 1998 to 2008 shows an increasing
share of the companies reporting on environmental sustainability both separately as well as
integrated in their Annual Reports. Lundin Petroleum and Swedish Match are the only
companies which have not produced a separate Sustainability Report for neither of the studied
years.

Figure 5.1. — Sustainability Report Integrated with and/or Separate from Annual Report
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Albeit not all companies have produced separate Sustainability Reports throughout the years,
all companies report on Environmental Sustainability integrated in their Annual Reports each
year. As can be observed in Table 5.1. below, the mean number of pages in the
Environmental Sustainability Chapters integrated in the Annual Reports has increased over
the years. When examining the five companies existing the entire studied period, the average
number of pages have increased from 1,4 pages to 4,2. The remaining four companies have
also increased the amount of pages in their Environmental Sustainability Chapters from an
average of 1 in 2003 to 3,5 in 2008. This results in a mean for all the companies of 1,6 pages
in 2003 and 3,9 in 2008. Table 5.1. also shows an increase in number of pages greater
between 2003 and 2008 than between 1998 and 2003.
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Table 5.1. — Number of Pages of Environmental Sustainability Chapter in Annual Report

Corporations studied 1998 | 2003 | 2008
Mean of the five existing corporations in 1998 1,4 2 4,2
Mean of the four corporations founded after 1998 1 3,5
Mean of all corporations 1,6 | 3,9

Apart from the generally observed mean increase of pages, the result of the study also shows
an increased gap between the corporations in number of pages. This is illustrated below in
Figure 5.2., where the number of pages varies between one and three in 1998, one and four in
2003, and finally between one and ten in 2008.

Figure 5.2. — Number of Pages of Environmental Sustainability Chapter in Annual Report *
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* When a zero occurs in the figure, it indicates that the corporation did not include an Environmental
Sustainability Chapter in their Annual Report of the current year. The reason why there are only five
corporations with marks in 1998 is because the remaining four had not been founded at that time.

When inquiring if a company choosing not to produce a separate Sustainability Report would
balance this by producing a more filling Environmental Sustainability Chapter in their Annual
Report, we could find no such tendencies. Below, Table 5.2. illustrates that the companies
producing separate Sustainability Reports actually have lengthier Environmental
Sustainability Chapters than the companies without separate Sustainability Reports in 1998
and 2003, while the companies not producing separate Sustainability Reports produced
slightly lengthier Environment Sustainability Chapters in 2008. Subsequently, we could find
no consistent trend of dependency between the length of the Environmental Sustainability
Chapter of the Annual Reports and whether the respective company had produced a separate
Sustainability Report or not. The only possible trend to be discerned was that the gap in
number of pages of the Environmental Sustainability Chapter decreased between the two
groups. In 1998, the difference between the means was 1,5, in 2003 1,17 which can be
compared to the difference in 2008 which was 0,14.
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Table 5.2. — Number of Pages in Environmental Sustainability Chapter in Annual Report
Corporations With vs. Without Separate ESR

Corporations with a Separate Sustainability | Corporations without a Separate Sustainability
Report Report

1998 2003 2008 1998 2003 2008
Lundin Petroleum e Lundin Petroleum D 6
Stora Enso 3 10 |Stora Enso
Abb 2 3 2 |Abb
H&M 4 4 |H&M 1
Swedish Match Swedish Match 2 2
AstraZeneca 1 1 AstraZeneca
Nordea 2 | Nordea
Ericsson 3 |Ericsson 1
TeliaSonera 5 |TeliaSonera 1
Mean number of pages | 2,50 | 2,67 * | 3,86 | Mean number of pages 1** 1,5 4

*In 2003, Stora Enso and Nordea produced a separate Sustainability Report, but did not dedicate a chapter in
their Annual Reports to ESR. Including these companies in the calculation of the mean of 2003, counting their
non-existing chapters as zeroes, the mean would be 1,6.

** In 1998, Swedish Match did neither have a Sustainability Report or a separate Sustainability Chapter in their
Annual Report. Including the company in the calculation of the mean of 1998, counting their non-existing
chapter as zero, the mean would be 0,67.

While the Environmental Sustainability Chapters integrated in the Annual reports have
increased in mean number of pages, the Environmental Sustainability Chapters in the separate
Sustainability Reports have had another development. As can be noted when observing
Figure 5.3. below, the variation in number of pages seems to decrease when comparing the
different companies with each other, moving towards a more harmonized level between 10
and 20 pages. However, considering the fact that there has been an immense development
towards more corporations publishing Sustainability Reports, it is difficult to draw any
absolute conclusions on the development of pages in the included Environment Sustainability
Chapters. The comparison over time becomes a little deceptive without enough historical
facts and figures to compare with when drawing conclusions.

Figure 5.3. — Number of Pages in the Environmental Sustainability Chapter of the
Sustainability Report

70 —o— [ undin Petroleum AB *
60 —=— Stora Enso
50 A —— ABB
40 A - HaM
30 . —*— Swedish Match *
20 1 —e— Astra Zeneca
10 1 —=— Nordea
0 .i | —/\_@: —H— Ercsson

1998 2003 2008 —©— TeliaSonera

* Lundin Petroleum and Swedish Match have not produced sustainability reports either of the studied years.
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Returning to the Annual Reports, it is not only the number of pages in their Environmental
Sustainability Chapter that have increased. Information on matters concerning the
environment also seems to be mentioned in an increasing amount of contexts. Below, 7Table
5.3. shows the mean of the amount of Annual Report chapters in which the companies chose
to mention the environment. For every studied year, the average amount of pages increases,
irrespective if the calculations are made on the companies existing in 1998, those founded
after 1998 or the entire set of studied corporations. Most of the companies have an increasing
frequency of mentioning the environment in similar patterns, although the frequency varies in
degree. However, three companies indicate different patterns. ABB actually included the
environment in fewer chapters in 2003 than in 1998. Nevertheless, the number of chapters
was back on the 1998 level in 2008. Stora Enso and AstraZeneca stayed on the approximate
same level between 2003 and 2008 while other companies had their greatest increase in that
period.

Table 5.3. — Frequency in Number of Chapters in the Annual Reports Containing Information
on Environmental Sustainability

Corporations studied 1998 | 2003 | 2008
Mean of the five corporations founded before 1998 |42 |6 9
Mean of the four corporations founded after 1998 35 7,25
Mean of all corporations 49 |82

When examining Figure 5.4., the distribution format of the Sustainability Reports seems to
have gone in the direction from printed versions to be sent out electronically as PDF
documents. However, this conclusion is made on the premise that the various corporations
distribute their different Sustainability Reports in the same format today as they did when the
reports were sent out to their different stakeholders. For example, it is not likely that Stora
Enso and ABB went from distributing their Sustainability Reports as PDF documents in 1998
only to return to the old form of printed versions in 2003. In this case we find it more likely
that the companies have rationalized their archives and saved the Sustainability Reports in
digital form, thus distributing the reports to us in this form when we requested the documents.
In addition, Ericsson had not finalized their Sustainability Report when we first contacted
them and we received their Sustainability Report in printed version while writing this
analysis. Since we believed Ericsson had their report mainly in PDF version (found on their
homepage) before we received the printed form, there might be other corporations described
as distributing their reports electronically while they in reality mainly distribute their 2008
reports in printed form. Some companies, however, mention in their reports that they made
an active choice to distribute their Sustainability Reports as PDF documents to decrease the
negative impact on the environment.
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Figure 5.4. — Distribution Format
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To summarize the development of Report Format, there is a clear pattern on a development
towards using both a separate Sustainability Report as well as integrating this information in
the Annual Report. Lundin Petroleum and Swedish Match have not yet produced a separate
Sustainability Report, but considering the development amongst the other corporations and
the translation of the GRI guidelines into Swedish, it would not be surprising to see their ESR
in a separate form as well in the near future.

Furthermore, the chapter on Environmental Sustainability in the Annual Reports has had an
expanded variation between companies over the years, as well as the frequency of discussing
Environmental Sustainability in other chapters of the Annual Report. In the Sustainability
Report, however, the chapter on Environmental Sustainability has decreased in number of
pages for some corporations and increased for others, leaving a development towards a more
harmonized and comparable amount of pages.

Considering the earlier mentioned stakeholder requests, the format of the reports was of some
importance. The most important aspect on the format issue was the length of the reports.
Since the development of Annual Reports is different from the one on Sustainability Reports
it is difficult to form any general conclusions whether the development has gone in the
direction requested by the stakeholders or not. On the one hand, looking only to the
Sustainability Reports with their development towards a more harmonized amount of pages in
their environmental sustainability chapters, it seems as though the length have gone in the
requested direction. On the other hand, looking only to the environmental sustainability
chapters in Annual Reports and their increasing mean number of pages, this contradicts the
very same requests. Furthermore, if a company receives low grades on their given
information, but still distributes a lengthy report, this could be interpreted as the corporation
using the thickness of the report to make the appearance of showing genuine interest in
environmental issues, i.e. making an attempt to communicate environmental efforts via
pathos.

In addition, the trend towards more companies producing separate Sustainability Reports over
the years indicates that the issue has become more important for the corporations to pay
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attention to. They clearly find the benefits of distributing the separate reports exceeding the
costs of producing it.

Regarding the distribution format of the Sustainability Reports, it is difficult to draw any
conclusions on whether the companies have gone in either the direction towards printed or
digital material, since the information collected on these formats has no true relevance. We
would subsequently have needed to currently request the reports in each respective year to be
able to evidently observe the distribution method chosen.

5.2. Development of Reported Environmental Management

The analysis of the Environmental Management reporting development compares the graded
reports of 1998, 2003, and 2008, as well as illustrates the development with figures and tables.
The analysis begins with the reporting of Sustainability Strategies, continues with Internal
Control / Follow-ups, Supply Chain Management, and finalizes with Innovation and Product
& Efficiency Development.

The mean grades of the companies’ Sustainability Strategies can be observed in Table 5.4.
have generally increased from year to year. Looking solely to the five companies founded
before 1998 and their development from 1998 to 2008, the mean only increased between 1998
and 2003, and remained unchanged when comparing 2008 to 2003. The reason why this
mean remained the same between 2003 and 2008 is because Swedish Match went from a
grade of 3 to one of 0, meanwhile Ericsson and Stora Enso received grades one point higher
in 2008 than 2003, thus leaving only H&M and ABB keeping the same grades both years.
This means that even though the mean remained, there still was motion in differences of
grading amongst the companies’ reports.

Albeit the mean grade of the five existing companies in 1998 did not change between 2003
and 2008, both the mean grades of the four corporations founded after 1998 as well as the
entire set of companies for each year demonstrate a solid development towards a more precise
reporting standard.

Table 5.4. — Sustainability Strategy

Corporations studied 1998 | 2003 | 2008
Mean of the five corporations founded before 1998 |1,60 | 2,20 | 2,20
Mean of the four corporations founded after 1998 1,50 [2,25
Mean of all corporations 1,89 2,22

Regarding the development of Internal Control/Follow-ups, Figure 5.5. below illustrates the
companies’ grading for the years 1998, 2003, and 2008. It can be noted that the corporations
in general either keep the same level of reporting or improve it from year to year, with ABB
as the only exception from the rule receiving a lesser grade in 2008 than in 2003.
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Figure 5.5. — Information on Internal Control / Follow-ups
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Observing Figure 5.6. below, the same general conclusion made from the figure in Internal
Control can be drawn about the development of reporting on Supply Chain Management.
Each corporation except for one (this time Ericsson between 1998 and 2003) either keep the
same level of reporting on Supply Chain Management or improve from one year to another.
Another interesting observation which can be made is that certain companies perform
exceptionally in their reporting on Supply Chain Management compared to other management
area. At the same time, companies like Lundin Petroleum do not even mention Supply Chain
Management or even suppliers in an environmental context in their reports. Stora Enso, ABB
and H&M form a group reporting thoroughly on the subject, followed by Ericsson.
AstraZeneca has started improving their reporting standards on Supply Chain Management
and is followed by Swedish Match, Nordea, and TeliaSonera.

Figure 5.6.- Information on Supply Chain Management
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[lustrating the development of reporting on Innovation in product & efficiency development,
below Figure 5.7. manifests an evident development towards more distinct reporting. As the
previous two figures, there is one exception that proves the rule, this time represented by ABB
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between the years of 1998 and 2003. The corporations are far better in reporting on matters
concerning this subject than on any other in the area of Environmental Management at
present, which has not previously been an obvious reality.

Figure 5.7. — Information on Innovation in Product & Efficiency Development
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To sum up the overall development in reporting on Environmental Management, it is clear
that the reporting in general has turned more defined and specific, since the mean grades rise
over the years. Regarding Supply Chain Management, it is also noticeable that some
companies stand out with thorough reporting standards and others hardly even mention their
supply chain in an environmental context. However, this is the only area within
Environmental Management Reporting where there is a distinguished separation of clusters
with different levels of reporting standards.

This development obviously indicates an increased usability of the given information.
Overall, the reporting on Environmental Management is increasingly consisting of verifiable
facts and concrete descriptions indicating that the companies are trying to be convincing
through using logos. This is also what the stakeholders demand. They wish for the
companies to describe their environmental management in detail, linking it to the companies’
core activities. With the information becoming more detailed and specific, the quality of the
information is improved. The reports can serve as a basis for decisions to a greater extent
both in terms of relevance and reliability. The increased usage of facts, numbers and
examples offers possibilities to evaluate already made decisions and to make forecasts, all of
which improve relevance. Evident facts are also possible to verify, which improves the
reliability.

The indicator closest to satisfy the stakeholders’ need for information is the one on
innovation. In 2008, seven out of nine companies achieved a reporting that effectively
demonstrated integration of environmental efforts and their results. This is probably due to
the companies’ own interests of portraying future success and added value. Engaging in
product and efficiency development often entail both improved financial margins as well as
decreased environmental impact.

Supply Chain Management is the reporting area which still needs improvement for the

greatest amount of companies in order to meet the stakeholders’ requests. However,
considering the focus of GRI on enabling improved environmental consciousness in selecting

47



supply chain services in tandem with stakeholder demands, it is likely that the information on
supply chain management will improve in the future. Concerning the reporting on Supply
Chain Management and why some corporations stand out with their thorough reporting
standards and others hardly even mention the supply chain in an environmental context, it is
possible that stakeholders have affected this development. Since the more thorough
companies in the area (Stora Enso, ABB and H&M) have products or services that affect the
environment to a greater extent than most others and since these companies depend heavily on
suppliers and transports, it is not surprising if different stakeholders have affected the
companies to therefore report in how they deal with these issues in a much more detailed
manner. What is surprising, however, is that Lundin Petroleum with their immense
environmental impact does not even mention in their reports matters concerning their Supply
Chain Management, e.g. on transports in an environmental context.

5.3. Development of Reported Environmental Impact

The analysis of Development of Reported Environmental Impact will compare the reporting of
the corporations both between the corporations as well as over the years. First, there will be a
discussion on the observations from the data and figure, after which a summary of the most
important observations will follow, ending with conclusions in reference to the conceptual
framework.

As shown in Figure 5.5. below, the reporting of the different corporations’ Environmental
Impact has become more common over the years. In 1998 two out of the five companies
accounted for the impact they had on the environment. In 2003, all but three reported
environmental impact and in 2008 all companies included this kind of information. What is
interesting is that once a company chooses to report on their discharges, waste, resource usage
etc., the corporation tends to report this concretely and based on measurable facts. An
exception is Lundin Petroleum, which only received a grade 2 when reporting on their
environmental impact, for failing to deliver facts that could be verified.

Figure 5.8. — Information on Environmental Impact
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In summary, it has become more common for the corporations to report on their
Environmental Impact. When reporting on Environmental Impact, the companies also tend to
provide precise, measurable facts, in exception for Lundin Petroleum. Still, reporting on
Environmental Impact seems to have become a matter of course when engaging in ESR.

Consequently, the development has gone in the direction requested by the stakeholders. The
reports now reveal, in a logos-inspired way of communication, exactly how, where and how
much the companies affect the environment.

In conclusion, the qualitative characteristic of comparability between companies has
improved over the years since more and more companies report on environmental impact, and
that they do this with numbers and precise facts. Concerning comparability over time, there is
a variation between the companies to what degree they are comparable over the studied
periods. The degree of comparability is excellent for a couple of companies (Stora Enso and
ABB), decent for a few more (H&M, Swedish Match, AstraZeneca and Nordea), and poor for
the last few (Lundin Petroleum, Ericsson and TeliaSonera), since there is a variation on when
the different companies started reporting on their environmental impact. Albeit the
dissimilarity between companies of comparability over time looking back, the comparability
will be better from now on for almost all corporations, on the assumption based on historical
observations that the companies do not impair their reporting over time.

5.4. Development of Reported Third Party Involvement

With figures and tables as an aid to portray the development of Third Party Involvement, this
analysis will commence on the subject Scrutiny by External Auditors, followed by
Information on Certification, and finalize with Information on Stakeholder Dialogue.

Regarding the matter of Scrutiny by External Auditors, Figure 5.9. below illustrates the
development over the years in question. The figure shows that a majority of the corporations
do not choose to turn to external auditors. However, it also indicates that companies that have
chosen to use an external auditor one year tend to afterwards remain on the same course.
Considering the fact that two new companies began using external auditors in 2008, we
discern a possible future trend in the prevalence of external auditors in these contexts.
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Figure 5.9. — Information on Scrutiny by External Auditor
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When observing Figure 5.10. below, which illustrates the development of companies issuing
Information on Certification, the same conclusions as the ones on external auditors arises. A
company which has reported being certified, e.g. ISO 14001, keeps meeting the demands of
the certification and continues reporting being certified in their Annual Reports. In 2008,
three new corporations began reporting being certified, which, again similar to the conclusion
on external auditors, could be discerned as being a possible future trend of an increased share
of companies reporting environmental certifications.

Figure 5.10. — Information on Certification
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Figure 5.11. below illustrates the development of Stakeholder Dialogue in producing the
reports. With a majority of corporations receiving the top grade in 2008, there seems to be a
trend towards reporting more on stakeholder dialogue as the years pass. AstraZeneca, being
the only company which has seemingly decreased their information on stakeholder dialogue
from one year to another, received a lesser grade in 2008 than in 2003 due to the fact that they
reported following the GRI guidelines in their 2003 report, but not in the one of 2008. Each
report receiving a grade 3 mentioned following the GRI guidelines.
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Figure 5.11. — Information on Stakeholder Dialogue
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To summarize the development of Reported Third Party Involvement, corporations which
have chosen to assure their reporting and/or performances by external auditors respectively
various certifications tend to continue providing information on their chosen assuring
methods. A possible future trend with a larger share of companies assuring their reporting
and performances can also be discerned, especially considering the stakeholder requests for
third party assurance. In addition, it seems like as the years pass, it becomes more prevalent
with corporations inviting their stakeholders to a dialogue when producing their reports, as
well as using the GRI guidelines.

In conclusion, more and more companies make use of ethos in their communication by having
third parties with formal status assuring the corporations’ performances and reporting.
Moreover, this trend, as well as the trend of inviting stakeholders to a dialogue in the making
of the reports, positively matches the stakeholder requests in the area. Since using the GRI
guidelines has become more prevalent, it contributes to the comparability between
corporations and at length, comparability over time, in tandem with ensuring that the
information given will be of better quality since the guidelines include the qualitative
characteristics.

5.5. Development of Balance in Reporting

The analysis of Development of Balance in Reporting looks for trends in the development
over the years. These trends are visualized by comparing the different reporting standards
over the years and between the companies. The analysis begins with observing the frequency
of reporting on negative aspects, continues with investigating if the companies reporting
negative aspects also mention solutions to them, and finalizes with a summary and discussion
on the observations.

Figure 5.12. below shows that the companies over the years increasingly report negative
aspects concerning the environment, as e.g. unsuccessful projects or research, unplanned
discharges and specific environmental risks that arise due to their respective operations. In
2008, six out of the nine companies reported on some negative aspect compared to four out of
nine in 2003 and two out of five in 1998.
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Figure 5.12. — Information on Negative Aspects
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As illustrated in Figure 5.13. below, most of the reported negative aspects, no matter what
year, were followed by some kind of solution. The problems were either explained and
belittled by a statement concluding the negative aspect being of little importance on an overall
perspective, or reported in connection with a solution of the mentioned problem. Two
companies gave negative information without explanation or solution, AstraZeneca in 2003
and H&M in 2008.

Figure 5.13. — Information on Solution to Mentioned Problem
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In summary, there is a discernable trend showing that companies have increasingly been
reporting on negative aspects as the years have passed. At the same time, there is a clear
pattern of simultaneously reporting solutions to the problems, or at least explaining and/or
belittling them.

Accounting for negative aspects is, as earlier explained, of great importance if the companies
wish for their reports to be perceived as reliable. The increase in accounting for negative
aspects indicates an improved validity of the reports since they become more balanced and
therefore probably portray a more representative image. However, because the negative
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aspects in the majority of the cases are followed by positive information, the balance of the
reports can be interpreted as biased. Without knowledge of the companies’ activities it is
impossible to say if the reports are presenting valid information or not. Nevertheless, the
trend does indicate that the reports have become more valid.

5.6. Development in qualitative indicators

The qualitative indicators measure the quality of the information in the studied reports. The
calculated mean value of these indicators for each year and company shows the general
development of the reports’ quality over the years. Table 5.5. shows the average grades given
to each company over the years and total average of the grades given on all examined reports
for each company (See Appendix 4 for calculation of the values in the 7able 5.5.). From the
mean grades it can be noted that the first studied reports are of different quality depending on
company. The oldest studied ESR from Stora Enso, ABB and AstraZeneca have a mean
grade of over 2 while the first studied reports from Lundin Petroleum and Swedish Match are
quite low, equal to and below 0,5. The average mean grade shows which companies have had
the best overall quality in their ESR when taking the grading of all three years into
perspective. H&M have in this aspect joined Stora Enso, ABB and AstraZeneca in having the
higher average mean grades. Lundin Petroleum and Swedish Match however, remained as the
companies having the lowest quality in their ESR.

Table 5.5. Mean grade on qualitative indicators

Company \ Means | 1998 | 2003 | 2008 | Average Mean
Lundin Petroleum 0,50 1,33 0,92
Stora Enso 2,33| 2,67 | 2,83 2,61
ABB 2,33| 2,67 | 2,67 2,56
H&M 1,17 | 2,83 | 3,00 2,33
Swedish Match 0,33| 1,33 1,67 1,11
AstraZeneca 2,50 | 2,17 2,34
Nordea 1,67 | 2,50 2,09
Ericsson 0,83] 0,67 2,83 1,44
TeliaSonera 0,50| 2,67 1,59

It is apparent that the development has lead to ESR of better quality. 7able 5.6. below shows
in absolute numbers to what degree the companies’ grades have changed between each
studied year as well as the total change between 1998 and 2003 for the companies that existed
in 1998. Here, it can be noted that different companies’ ESR have developed in different
ways. The company with the most development is TeliaSonera which received a mean grade
of 0,5 in 2003 but achieved one of the highest grades in 2008. Other companies with
immense developments are Ericsson and H&M. Ericsson actually got lower grades on
average in 2003 than in 1998 but managed to improve their reports until 2008, which earned
the company a mean grade in 2008 that equalled Stora Enso’s. H&M also managed to
improve the quality of their ESR between 1998 and 2008. Most of this improvement was
achieved between 1998 and 2003. In 2008 H&M were the only company receiving grade
three on all qualitative indicators.

The companies indicating the least development of the quality in their ESR are Stora Enso
and ABB. However, these two companies had the highest mean grade on their reporting from
start, which means that there was little room for improvement according to the available
grading scale. The only company that has decreased the quality of their ESR is AstraZeneca.
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The decreased average grade is due to the company’s choice to stop reporting according to the
GRI guidelines and not reporting on any other stakeholder dialogue concerning their
Sustainability Reporting. If Stakeholder Dialogue were to be excluded from the calculations
of the mean grades in the tables above, an indication on improved reporting quality would be
apparent.

Table 5.6. Change in mean grade on qualitative indicators

Company \Increase 98-03 | 03-08 | Increase 98-08
Lundin Petroleum 0,83

Stora Enso 0,34 0,16 0,50

ABB 0,34 0,00 0,34
H&M 1,66 0,17 1,83
Swedish Match 1,00 0,34 1,34
AstraZeneca -0,33

Nordea 0,83

Ericsson -0,16 2,16 2,00
TeliaSonera 2,17

In sum, the companies’ ESR has on average become of better quality. However, different
companies have improved their ESR to different degrees and at different times. As discussed
above, there also lies a difference in how the grades of the various qualitative indicators have
developed.
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6. Conclusion

This chapter highlights the most important aspects of the Analysis and Discussion in order to
provide answers and conclusions to the stated research questions. To conclude, suggestions
on further studies will be provided at the very end of the chapter.

0.1. Development and Trends of Annual ESR

The main purpose of the thesis was to map the development of ESR in Sweden between 1998,
2003 and 2008 and to see if any trends could be discerned. What can be concluded in general
is that ESR in Sweden has increased in extent. This increase indicates that today, companies
in general consider the benefits of distributing their reports outweigh the costs of producing
them. This is hardly surprising, considering the great attention paid to environmental issues
in the society of today. The study shows that an increasing number of companies have chosen
to produce separate Sustainability Reports. Simultaneously, the amount of pages concerning
the environment in the Annual Reports has increased for some companies, leading to an
increasing difference between the corporations. The frequency of mentioning the
environment in different chapters of the Annual Reports has also increased, indicating that
corporations have come to consider environmental issues more relevant in a growing number
of contexts. The extent of the Environmental Sustainability section in the separate
Sustainability Reports, however, has proven to become less varied as the years have passed.
Concerning the development of distribution of the separate Sustainability Reports, it is
difficult to make any reliable conclusions, but if any should be presented, it seems like more
and more companies have chosen to distribute their Sustainability Reports in the form of PDF
documents.

The ESR in Sweden has not only expanded, it has also increased in quality over the years.
From one studied period to another, the information in the reports has become more detailed
and concrete, revealing more information about the company and its environmental efforts to
the reader. This ultimately leads to an improved relevance, since it alleviates for stakeholders
to make assumptions and use the information as basis for decisions.

An improved reliability can also be noted. First and foremost, the information has become
easier to verify, due to the increased reporting on evident facts, measurements and numbers.
In addition, verifiability has improved considering the increased number of companies that
receive third party assurance, both in the case of reporting as well as management.
Furthermore, there are indications on an improved validity for many of the companies. There
has been an increased amount of companies voluntarily reporting on negative aspects like
risks, failures or accidents that do have, or could have, material environmental impact.
However, most of these companies also provide information to show that the situation is
under control, which raises the question whether the ESR really is balanced. In order to
conclude if the companies’ ESR represents a true and fair view, it is essential to know what
the companies in fact do.

In terms of comparability, it can be concluded that the quality has been improved. As an
increasing amount of corporations apply the standards of GRI and provide relevant and
verifiable information, it becomes easier to compare different companies to each other. In
terms of indicators, the companies’ information on Environmental Impact is the easiest to
compare across different companies. The comparability over time however, is different
depending on which company is subject for comparison. The majority of the studied
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companies have experienced much development in the area of ESR, which complicates
comparisons of a corporation’s reports from different years.

The improved quality is not only unevenly distributed on different companies but also on
different indicators. Environmental Impact, followed by Innovation, is the indicator that is
most thoroughly reported on in 2008, as well as being the indicator which has undergone the
greatest transformation concerning amount of companies reporting using logos. The indicator
with the weakest results is information on Supply Chain Management. Four of the companies
make excellent account for integrating the supply chain in their reporting of environmental
issues in 2008. In general, these companies have also reported on Supply Chain Management
in an environmental context effectively in the past. However, a majority of the companies
received low grades on this indicator. Furthermore, the qualitative indicator showing the most
inconsistent development is the one on Strategy. Different companies reported widely
different and two companies actually lowered their reporting standards on one occasion.

Regarding stakeholder involvement in the development of the Sustainability Reports, we
observed an increase in companies applying the GRI guidelines. Since GRI consists of
organized stakeholders, this provides the companies’ stakeholders a greater part in the process
of improving ESR. No other reporting recommendations have been noted in the study, and no
company have received grade 3 on the indicator Stakeholder Dialogue without mentioning the
use of GRI. This indicates that GRI has become the natural stakeholder organization to turn
to when making efforts to develop ESR and that the GRI guidelines make out somewhat of a
norm when applying standards and recommendations in the area.

Concerning the corporations’ ways of convincing the reader of the veracity of the reports, a
trend can be perceived. Some companies have reported verifiable facts during all the studied
years. However, what can be said generally is that logic reasoning, facts, and numbers have
increased as time has passed. This development indicates that the companies are basing their
reports on the logos notion of rhetoric to a greater extent today than in the past, when the use
of the notion of pathos could be said to be dominant. It is also clear that it has become more
popular to refer to different authorities on the subject of ESR and environmental management,
such as GRI, auditors and certifications. This indicates a development towards convincing the
readers of the reports through the notion of ethos.

6.2. Matching Stakeholder Requests

On an overall perspective, it can be concluded that the stakeholder request are being met to an
increasing degree. In regards of qualitative indicators, the companies have generally
improved their reporting as time has passed, meaning that the information in the reports has
become more concrete, relevant and verifiable. There are of course certain exceptions, but
they merely seem to prove the rule. The indicators least meeting the requests of the
stakeholders are Strategy and Stakeholder Dialogue. The indicators best to satisfy stakeholder
requests are Environmental Impact and Innovation. The increasing number of companies
applying assurance as well as the GRI standards is also in line with the requests of the
stakeholders. In addition, more companies report on negative aspects, which according to
stakeholders add to the reliability of the reports.

Nevertheless, when it comes to the length of the reports it is hard to say what different

stakeholders consider to be a justifiable versus unjustifiable length. The answer probably
varies with the stakeholder groups. The development shows an improved quality of ESR,
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which might justify an increasing extent of ESR. However, the only overall increases in
pages that can be concluded from the studied years and companies is, on the one hand, the
increase that follows from more corporations choosing to produce separate Sustainability
Reports and, on the other hand, the increase that follows the amplified frequency of
mentioning the environment in other chapters of the Annual Reports.

Consequently, no conclusion can be made on the length of the reports in themselves, only that
more companies have begun reporting in a similar way. Adding the observed development of
higher quality in the reports, this strongly implies a development towards a broader and
improved matching of stakeholder requests.

6.3. Differences between Corporations

Although there is a general trend of all the studied corporations moving in the same direction,
the development of ESR is different in character and extent depending on which company is
under examination. Looking at the mean grades given on the qualitative indicators, it is
possible to divide the studied companies into four groups. Within each group, there are
similarities in how the companies’ ESR has developed.

Group one consists companies of which their first studied reports were of high quality in
regards to reporting on their environmental efforts; reports that left little room for
improvement according to the available grading scale. The companies referred to are Stora
Enso, ABB and possibly AstraZeneca. Stora Enso and ABB have both made additional
improvements over time. AstraZeneca, on the other hand got a lower average grade in 2008
than in 2003. This was due to them not reporting using the GRI standards, which lead to a
lower grade on reported Stakeholder Dialogue. When excluding Stakeholder Dialogue from
the calculations however, the new mean value indicated improved reporting quality.

Group two consists of H&M and Nordea. In their respective first studied reports, the two
companies both had poor reporting quality. However, their mean grades were above 1 and
over time the reporting quality has improved to equal to respectively close to 3.

Group three consists of two companies that started out with a mean grade below 1 for their
first studied reports. These two companies are Ericsson and TeliaSonera. Between 2003 and
2008, the quality of these two companies’ ESR developed drastically, earning them mean
grades in 2008 at the same level as the companies in group one and two.

The two remaining companies, Lundin Petroleum and Swedish Match, constitute the fourth
group. These two companies are characterized by poor reporting quality in their first studied
reports. Later on, the two companies have improved their ESR, but not been able to reach the
same levels in 2008 as the three previous groups. Lundin Petroleum and Swedish Match are
also the only two companies not to have applied the GRI recommendations in any of the
studied years.

6.4. Expectations on the Future

It is impossible to know with certainty what the future will bring. However, based on the
mentioned studies, which claim that the largest companies usually lead the development of
their respective industries in the matter of reporting on environmental sustainability, some
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assumptions can be made about the future development of ESR in Sweden simply by
observing the latest development of the largest companies in each respective industry. These
observations are presented in the beginning of this chapter and will not be further discussed.
This section looks only to the studied companies and therefore intends to draw conclusions
for possible expectations on the future only for these corporations.

The empirical findings of the study show that producing separate Sustainability Reports have
become more usual as time has passed. Taking this into consideration along with the facts
that the GRI recommendations have been translated into Swedish and that stakeholders find
environmental issues relevant, it is reasonable to expect this trend to continue. As more
companies have chosen to publish separate reports, no indications have implied that the
information in the Annual Reports is to disappear, leading to the conclusion that Annual
Reports are probable to continue including environmental reporting in the future.

Furthermore, assuming that the previous development trends will be continual, we were able
to draw some conclusions on what one could expect from the companies in the future by
looking to the past. Given these assumptions, the quality of the reported information will
improve in terms of providing measurable, concrete and verifiable facts. The observed
development trends also indicate that companies will increasingly account for their
environmental management and its effects, as well as for the corporations’ impact on the
environment.

In addition, there will be a growing pressure on companies to integrate their supply chain in
their reporting on environmental efforts. GRI is presently focusing on this issue and the
empirical findings of the study show that most of the companies that heavily rely on suppliers
and transports already report on this indicator in a qualitative manner. These companies have
proven to be pioneers in other aspects of ESR, which indicates that the other corporations will
follow.

As more companies produce separate Sustainability Reports, the pressure for assurance and
auditing is likely to intensify. The Swedish government has already taken a step towards
demanding all corporations in Sweden to produce reports concerning sustainability. Today, it
is mandatory for state-owned companies to produce audited Sustainability Reports in
compliance with the GRI guidelines. Simultaneously, the GRI is pressuring governments
around the world to take such measures.

Moreover, with increased concrete and high quality information, the usability of the reports
will further improve for the group of stakeholders that has expressed discontent about the
Sustainability Reports so far, namely financial analysts. They believe that ESR could indicate
future added value, but claim to have been unable to use these reports so far due to lack of
knowledge and lack of quantifiable facts. As the reported information become more
comprehensible, reliable and comparable, in tandem with GRI making efforts in creating
computer systems like XBRL, these obstacles will probably be eliminated.

In sum, the future development of ESR in Sweden will probably entail continual increase in
the production of separate Sustainability Reports, many of which will be produced according
to the GRI recommendations and audited by a third party. The quality of the provided
information will remain under continual improvement in all environmental aspects and in all
industries. In addition there will be more stakeholders actively using the reports as a basis in
making different types of decisions.
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6.5. Further Studies

When conducting the study, some questions arose, which could not be answered based on the
empirical findings. The questions could serve as ideas for future studies and theses. First of
all, it is peculiar that Lundin Petroleum shows such poor results. Being of a heavy industry
with massive impact on the environment, according to the stakeholder theory and the theory
of legitimacy the corporation should be much more inclined to report on environmental efforts
than it appears to be.

Another question that was raised in the conduction of the study is the validity of the reports.
Without knowing the entire truth about the companies’ environmental management and
impact, it is impossible to asses how well the reports match the reality. This question could
be answered through the conduction of a case study.

Thirdly, the study mentions the convincing means of ethos, pathos and logos to have inspired
the grading scale and helped in the matter of analysis. However, this study has first of all
examined the quality and format of the ESR and a fully-fledged argumentative analysis has
not been conducted. It would be interesting to see in greater detail how the corporations in
the different industries attempt to make their respective reports be perceived as more reliable.
This question could be answered through a qualitative text analysis.
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Appendix 1 — Calculation of Total Share Value

The corporations studied are the corporations with the largest total share value on the 12" of
December in 2008. When calculating total share value, we multiplied the single share value

with the number of shares for every company:

The largest company in each industry on the Stockholm OMX exchange is presented in the

table below.

Total Share Value = Single Share Value * Number of Shares

Corporation

Single share value

Number of shares

Total share value

2008-12-31 2008-12-31 2008-12-31
Lundin Petroleum 41 317910580 13 034 333 780
Stora Enso 60,75 789538499 47 964 463 814
ABB 116 2322792835 269 443 968 860
H&M 298 827536000 246 605 728 000
Swedish Match 111,75 255000000 28 496 250 000
AstraZeneca 307 1453000000 446 071 000 000
Nordea 42,6264 4030167808 171 791 545 051
Ericsson 58,8 3226451736 189715362077
TeliaSonera 38,9 4490457088 174 678 780 723
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Appendix 2 — Indicators results

This appendix accounts for the evaluation of all indicators in 1998, 2003 and 2008. The
results are presented in the tables below.

Indicator results 1998

Company \ Indicator |1.1.|1.2.a.|1.2.b.|1.3.[1.4.[2.1.]|2.2. |2.3. | 2.4. 4.1.]4.2. [4.3.]5.1.5.2.
Lundin Petroleum
Stora Enso 2 3 33 4 0 2 2 3 3 3 1 1 1 1 1
ABB 2 2 65| 11 0 2 3 1 3 3 1 1 2 1 1
H&M 1 1 3 2 2 2 1 0 0 0 0 0
Swedish Match 1 0 2 1 1 0 0 0 0 0 0 0 0
AstraZeneca
Nordea
Ericsson 1 1 1 1 0 2 1 0 0 0 1 0
TeliaSonera
Indicator results 2003
Company \ Indicator |1.1.[1.2.a.|1.2.b. |1.3. |1.4. |2.1.[2.2. |2.3. |2.4. |3. |4.1.]4.2. |4.3. |5.1. |5.2.
Lundin Petroleum 1 2 5 1 1 0 0] O 0 0 1 1 1
Stora Enso 2 29| 14 1 2 2 3 3| 3 1 1 3 1 1
ABB 2 3 16 7 1 2 3 3 2| 3 1 1 3 0
H&M 2 4 8 3 0 3 3 3 2| 3 0 0 3 1 1
Swedish Match 1 2 2 3 1 0 1] 3 0 0 0 0
AstraZeneca 2 1 2 6 1 3 2 1 3| 3 0 0 3 1 0
Nordea 2 11 1 0 1 2 1 3| 3 0 0 0 0
Ericsson 1 1 4 1 1 1 11 0 0 0 0 0
TeliaSonera 1 1 2 1 1 0 11 0 0 0 0 0
Indicator results 2008
Company \ Indicator |1.1.]1.2.a.|1.2.b.|1.3.[1.4.]2.1.|2.2. |2.3.|2.4. |3. |4.1./4.2.(4.3.|5.1.|5.2.
Lundin Petroleum 1 6 10 1 3 0 1 2 0 0 1 1 1
Stora Enso 2 10 28| 13 0 3 2 3 3| 3 1 1 3 1 1
ABB 2 2 18| 11 0 2 2 3 3| 3 1 1 3 1 1
H&M 2 4 10 9 0 3 3 3 3| 3 0 0 3 1 0
Swedish Match 1 2 6 1 2 1 2| 3 0 1 1 0
AstraZeneca 2 1 13 7 1 2 2 2 3] 3 0 0 1 1 1
Nordea 2 2 2 3 0 3 2 1 3] 3 1 0 3 0
Ericsson 2 3 10 6 0 2 3 3 3] 3 1 1 3 1 1
TeliaSonera 2 5 10 9 0 3 3 1 3] 3 0 1 3 0

65




Appendix 3 — Comments on Indicators

11.  ESR Separate and/or Integrated in the Annual Report

No examples are needed to illustrate our train of thought concerning this indicator, since there
are three concrete and easily separable answers to the same question. Each corporation fits
into one of the three categories below.

0:  The corporation has a Sustainability Report separate from the Annual Report,
but no integrated Environmental Sustainability Chapter in the Annual Report

1:  The corporation has a chapter on Environmental Sustainability integrated in the
Annual Report but no separate Sustainability Report

2:  The corporation has both a separate Sustainability Report as well as an
integrated chapter on Environmental Sustainability.

1.2.a. Number of Pages of Environmental Sustainability Chapter in Annual Report

On this indicator, we counted the number of pages in the chapter of Environmental
Sustainability in each Annual Report. No example is needed to illustrate our train of thought
concerning this indicator, since there is no risk of subjectivity in the matter of counting pages.

1.2.b. Number of Pages of Environmental Sustainability Chapter in Sustainability
Report

On this indicator, we counted the number of pages in the chapter of Environmental
Sustainability in each Sustainability Report. No examples are needed to illustrate our train of
thought concerning this indicator, since there is no risk of subjectivity in the matter of
counting pages.

1.3.  Frequency in Number of Chapters in the Annual Report Containing Information
on Environmental Sustainability

On this indicator, we first highlighted the text of whenever a company mentioned
Environmental Sustainability, after which we counted the amount of chapters mentioning the
subject in one way or another. No examples are needed to illustrate our train of thought
concerning this indicator, since there is no risk of subjectivity in the matter of counting
chapters.

1.4. Distribution Format

No examples are needed to illustrate our train of thought concerning this indicator, since there
is no risk of subjectivity in assessing if a document is a printed hard copy (1) or if it is in a
digital form of a PDF document (0).
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2.1.  Environmental Sustainability Strategy

Concerning the matter of Environmental Sustainability Strategy, the different grades possible
to achieve were between 0-3. A brief description of each grade with examples of companies
receiving them is presented below.

0: To receive a grade 0, it would mean the company does not mention strategy or
keywords related to strategy at all in an environmental context. However, no grade 0
was given for any of the reports on this indicator.

I:  Grade 1 would be given to companies mentioning keywords related to strategy,
but not describing their strategy further. An example is Swedish Match, a company
that in 1998 mentioned they were about to develop a strategy. Since they mentioned a
development of their strategy, but neither in what direction it would aim, nor giving
any other leads on what the strategy would be like, Swedish Match received a grade 1
this year.

2:  Grade 2 was given to companies mentioning their strategy and describing it as a
whole. In 2003, Stora Enso and ABB reported a strategy, but neither was linked to the
respective corporation’s overall strategy, thus providing the companies with a grade 2.
3:  Grade 3 was given to companies describing their strategy and linking it to their
overall strategy, or the like. To exemplify our made assessments when giving this
grade, H&M (2003) and Nordea (2008) are quoted below.

H&M 2003
The strategy below is an exemplary strategy, both on the CSR issues and with a clear
link to the general strategy of the corporation.

CSR VISION AND STRATEGY

CSR Vision
To uphold Human Rights, confribute to Sustainable Development and
thereby earn trust from our Stakeholders

CSR Strategy

H&M's general strategy is to continue fo grow whilst maintaining good CSR as defined by H&M
profitakility. H&M believes that good relations with the world around and
long-term profitability depend on HAM taking responsibility for how people H&M has cheosen to define CSR as "a concept

and the environment are affectad by our activities. whereby companies integrate social and

) _ environmental concern in their business
The following quote from our envirgnmental policy very well concludes the operations and in their interaction with their

general strategy that H&M has on Corperate Social Responsibility: stakeholders on a voluntary basis in order to

meet or exceed the ethical, legal, commercia
and public expectations that society has of
business".

“Continuous improvemsnts arg significant for all H&EM activities. This
includes our environmental and social efforts, which are conducted within
the framework of our buginess operations. H&M's business concept iz to
give our customers unsurgassed value by offering fashion and guality at
the best price. Cur quality concept iz based on ensuring that our
customers arg satisfied with our products and H&M as a company. To this
end, we are committed to acting responsibly in our community. We shall
also co-operate with our suppliers to improve the social and environmental
standards in the factories that manufacture H&M clothing, thershy
contributing to sustainable development in thess areas”

- H&M Sustainability Report 2003, p. 5

Nordea 2008
We gave Nordea the grade 3 for their Sustainability Strategy, for presenting their
strategy and its activities on pp. 6-7 of their CSR report, and linking the Sustainability
Strategy to top executive management and future corporate goals. See quotation of
the linking of strategy below.
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“Following the introduction of new Nordea values in 2007, a process to create a new CSR
strategy was initiated. The proposal was presented to Group Executive Management in June
2008. The overall purpose of the proposed new CSR strategy and its related activities is to
support the Nordea values and the Group’s strategic move towards the creation of a Great
Nordea.”

- Nordea Annual Report 2008, p. 24

2.2. Information on Internal Control

Concerning the matter of Internal Control, the different grades possible to achieve were
between 0-3. A brief description of each grade with examples of companies receiving them,
when necessary, is presented below.

0: Grade 0 was given to companies not mentioning internal control or how the
company dealt with environmental issues internally. The only corporation receiving a
grade 0 was Ericsson in 1998.

I:  Grade 1 was given to companies shortly mentioning internal control or follow-
ups on internal goals and strategies in an environmental context.
2:  Grade 2 was given to companies concretely describing their internal control in

areas such as contribution to the employees' personal development in environmental
issues, reporting concretely on responsibility distribution in sustainability issues, et
cetera. To exemplify our made assessments when giving this grade, below is a quote
from H&M in 1998 and our assessment in giving them the grade 2.

H&M 1998

H&M received a grade 2 in 1998 since their information was thoroughly described,
but demonstrated a lack of verifiable solid and qualitative facts. They mentioned
having “an” Environmental manager, but not who that person was; they mentioned
that they were going to have training “about environmental issues”, but not how
profound the education would be or what demands they would make to their
employees regarding knowledge and/or skills; lastly they mentioned having made a
review to use as a basis for training, but not in what directions this training would lead
to or how the training was going to be conducted.

“H&M consolidated its environmental organisation in 1998. An Environmental Manager
and a group were appointed to deal with Group environmental issues. An environmental co-
ordinator handles H&M’s environmental efforts, and an organisation of environmental co-
ordinators from throughout the Group was established. All members of the environmental
organisation will undergo further training in 1999 to learn more about environmental issues.
A review of the company’s environmental impact in all aspects of the operation was
conducted to serve as — a basis for training and continued environmental efforts.”

- H&M Annual Report, p. 15

3:  Grade 3 was given to companies providing detailed information in the same way
as would give a grade of 2, but with additional information on e.g. the names of people
responsible or of the tools used, as well as degree of fulfilment, with words, numbers
and graphs. As an example of a company receiving grade 3, Stora Enso’s report in
1998 listed their different trainings and educations with their names and contents;
what was measured in their control mechanisms; and which tools they had used as
well as which they started to use during the year. All information was verifiable and
responsible people were named.

68



2.3.  Information on Supply Chain Management

Concerning the matter of Supply Chain Management in an environmental context, the
different grades possible to achieve were between 0-3. The assessments in grading this
qualitative indicator are much alike those made when grading Internal Control. A brief
description of each grade is presented below.

0: Grade 0 was given to corporations not mentioning their supply chain
management in an environmental context. Lundin Petroleum was the only corporation
which did not once receive a higher grade than 0.

1:  Grade 1 was given to corporations shortly mentioning the subject in their ESR,
but without further information.
2:  Grade 2 was given to corporations with concrete reporting on their demands on

their suppliers or transports, including information on how the corporation had
educated and trained its suppliers.

3:  Grade 3 was given to companies providing detailed information in the same way
as would give a grade 2, but with additional information on e.g. fulfilment of
demands, training and education. To exemplify our made assessments when giving
this grade, ABB received a grade 3 in 2008.

ABB 2008
Since they reported distinct and easily controllable demands on their suppliers (e.g.
ISO 14001), with additional follow-up and fulfilment figures, ABB was given the
grade 3 in 2008.

“For example, ABB favors suppliers who have implemented ISO 14001 environmental
management systems [...]

About 47 percent of 1,400 key suppliers are externally certified to ISO 14001 for their
environmental performance and a further 11 percent have implemented “self-declared”
environmental management systems.”

- ABB Sustainability Review 2008, p. 8

2.4. Information on Innovation

Concerning the matter of Information on Innovation in an environmental context, the different
grades possible to achieve were between 0-3. A brief description of each grade is presented
below.

0: Grade 0 was given to corporations not mentioning innovation or product &
efficiency development in an environmental context.

1: Grade 1 was given to companies shortly mentioning the subject, but not
providing any further information or explanations on how it has been conducted in an
environmental context.

2:  Grade 2 was awarded when describing concretely with words, without providing
any numbers or more profoundly verifiable facts.

3:  Grade 3 was given to a corporation describing the subject concretely, with
verifiable consequences of their efforts described and information on which
investments had been made and what they resulted in. To exemplify our made
assessments when giving this grade, ABB received a grade 3 in1998.

69



ABB 1998
The graph and quote below were provided by ABB in 1998 when reporting on their
innovation and product and efficiency development. The figure provides us with an
illustration of the efficiency development in tandem with an illustration of decreased
environmental impact as a consequence. The quote provides us with verifiable
numbers of the efficiency development. Thus ABB reports in an exemplary manner
this year.
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efficiencies of thermal power
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L combined heat and power
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A
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c plants causes the main
environmental impact by far.”

- ABB Environmental

— 1 * Management Report
400 &00 800 1000 1200 1400
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3. Information on Environmental Impact

Concerning the matter of information on Environmental Impact, the different grades possible
to achieve were between 0-3. A brief description of each grade is presented below.

0: A company was given a grade O if they had not mentioned their Environmental
Impact.

1: Grade 1 was given to a company briefly mentioning that they had an
Environmental Impact, but without further explanations or reporting on these impacts.
No corporation was graded 1, but an example of a company in the borderline between
the grade 0 and 1, along with our assessment, is presented below.

H&M 1998
H&M received the grade 0 in 1998, since they never explicitly stated that they had an
impact on the environment, merely implicitly mentioning that they strived to be more
environmentally friendly, exemplified by the following quote.
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“[...] giving priority to the avoidance of substances, which are hazardous to health and the
environment.

[...] limiting the use of chemicals [...] shifting to more environmentally friendly
transportation.”

- H&M Annual Report 1998, p. 15

2:  Grade 2 was given to a company describing their Environmental Impact
concretely with words, without backing up these words with concrete numbers and/or
graphs. Lundin Petroleum was the only company that received this grade and did this
in 2008 for the exact reasons explained above.

3: Grade 3 was given to companies describing their Environmental Impact
concretely with words, numbers and/or graphs. To exemplify our made assessments
when giving this grade, below is an example on a reporting which we considered
qualifying for the top grade.

Nordea 2003

In 2003, Nordea received a grade 3 for presenting the below figure together with
explanatory text, since the volumes of CO, emissions were thoroughly presented,
describing which kind of payment methods caused the larger volumes of emissions as
well as describing how large emissions they caused. In addition, Nordea motivated
that they presented the information this way in order for them to be able to make as
good priorities as possible in the choices of which payment methods should be
stimulated and encouraged and which should be put to a halt.

Emissions of payments [tonnes of 2001 2002 2003
CO4]

Over-the-counter 870 780 740
Intermet G630 820 950
ATM" 2,490 2,270 1,950
Postal payments 4,950 4 500 4.070
Total 8,900 8,400 7,700
Change % - -6.2% -7.6%

Table 1. Total annual emissions from personal customer payments by payment method [fonnes of CO4]
- Nordea ESR 2003, p. 4

4.1.  Information on Scrutiny by External Auditor

No examples are needed to illustrate our train of thought concerning this indicator. Either the
company reports having an external auditor (1) or no such information is provided in the
report (0).

4.2, Information on Certification

No examples are needed to illustrate our train of thought concerning this indicator. Either the
company reports being certified (1) or no such information is provided in the report (0).
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4.3.  Information on Stakeholder Dialogue (in the development of the report) (U, 1, 2, 3)

Concerning the matter of information on Stakeholder Dialogue in the development of the
reports, the different grades possible to achieve were between 0-3. A brief description of each
grade is presented below.

0: A company was given a grade O if they had not mentioned their Stakeholder
Dialogue.

1:  Grade 1 was given to a company mentioning keywords concerning Stakeholder
Dialogue at large, which means that the dialogue didn’t necessarily have to be
involving the reports and their contents.

2:  Grade 2 was to be given to a company describing the dialogue with their
stakeholders concerning the development of their reports, but ended up to be given at
one single time and of a different reason, explained below.

ABB 1998

ABB was the only company in the entire studied period to obtain a grade 2 on
Stakeholder Dialogue.  Throughout the period, no company described their
Stakeholder Dialogue without also reporting on its consequences on the corporation’s
ESR (which resulted in a grade 3). However, as ABB begun with their ESR in 1998,
as can be noted in the quotation below, they explained in this first report that they
wished for a dialogue with its stakeholders in order for their reporting to evolve. In
this wish, they explained how they wanted the stakeholders to take contact with them
and made it clear that this was explicitly an invitation to a dialogue concerning their
ESR, which convinced us to give this report a grade 2 in Stakeholder Dialogue.

“We need your input

We believe setting environmental goals is of vital importance to all of us. While our
presentation of Environmental Declarations is far from complete, we have chosen to offer it at
this early stage to get views from readers as quickly as possible. So please let us know how
you feel about it. Mail or fax your comments to the address below][...]”

- ABB Environmental Management Report 1998, p. 9

3:  Grade 3 was given to a company describing its Stakeholder Dialogue in the
development of their ESR, followed by concrete consequences in form of actions
taken due to the dialogue. All companies that have received this grade have reported
according to the GRI guidelines. Since GRI is a stakeholder organization it becomes
evident how stakeholder has taken part in the development of ESR.

5.1.  Information on Negative Aspects

Either the company reports on Negative Aspects and their consequences (1) or no such
information is provided in the report (0). These aspects, are not to be confused with general
information about negative impact on the environment, since that kind of information is
measured by indicator 3. A negative aspect accounted for in this indicator could be an
accident resulting in environmental damage, as in the case of Lundin Petroleum reporting on
oil leakages in 2003 and 2008.
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5.2.  Mentioned solution to Negative Aspects

No examples are needed to illustrate our train of thought concerning this indicator. Either the
company follows their previously reported negative aspect with a solution or by belittling the
impact it had on the environment (1), or no such information is provided in the report (0). A
corporation not accounting for a negative aspect would not receive a grade on this indicator.
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Appendix 4 — Development of Qualitative Indicators

To find the mean of each year for each respective company, we added the grades of the
qualitative indicators (represented by each indicator number in the example below) and then
divided its sum with the number of indicators (represented by n below), as follows:

(21.+2.2.+423. +24.+3.+4.3.)
n

Mean =

Thus, for the calculation of Stora Enso’s mean in 1998, the calculation was as follows:

(2+2+3+3+3+1)
6

2,33 =

Using this method, we obtained the means of each year, put them into a table and calculated
the average mean throughout the studied period, figures are demonstrated in the table below.

Company Mean |Mean |Mean |Average
1998 |2003 |2008 |Mean
Lundin Petroleum 0,50 1,33 0,92
Stora Enso 233 |[2,67 |2,83 |2,61
ABB 233 [2,67 |2,67 |2,56
H&M 1,17 12,83 |3,00 |2,33
Swedish Match 0,33 (1,33 |1,67 |1,11
AstraZeneca 250 2,17 12,34
Nordea 1,67 (2,50 [2,09
Ericsson 0,83 |0,67 |2,83 1,44
TeliaSonera 0,50 |2,67 1,59

After obtaining these figures, we calculated the difference of the means between the years
1998 & 2003, 2003 & 2008 and between 1998 & 2008, subtracting the latter year from the
former. To illustrate, we calculated the differences between the means of Stora Enso as
follows:

A Mean 2003 — Mean 1998 = 2,67 — 2,33 = 0,34

A Mean 2008 — Mean 2003 = 2,83 — 2,67 = 0,16
A Mean 2008 — Mean 1998 = 2,83 — 2,33 = 0,50
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These calculations resulted in the following table:

Company Increase | Increase | Increase
98-03 03-08 98-08

Lundin Petroleum * 0,83

Stora Enso 0,34 0,16 0,50
ABB 0,34 0,00 0,34
H&M 1,66 0,17 1,83
Swedish Match 1,00 0,34 1,34
AstraZeneca * -0,33

Nordea * 0,83

Ericsson -0,16 2,16 2,00
TeliaSonera * 2,17

* Since the companies Lundin Petroleum, AstraZeneca, Nordea and TeliaSonera had not been founded in 1998,
it was not possible to calculate an increase involving this year.
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