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Abstract

Early Experience of Mandatory Non-Financial Information Reporting in
Sweden

- A case study of how listed SMEs in the industrial sector have implemented the new law

Motivation/Purpose: Increasing societal pressure on companies for higher transparency and
accountability has led to a significant growth in issuance of non-financial reporting. As a result,
the Swedish parliament has decided to extend the EU directive on disclosure of non-financial
information and diversity information to force more Swedish companies to produce a
sustainability report. However, there are two research gaps related to mandatory non-financial
information reporting. First, the impact from the implementation of mandatory non-financial
information reporting has scarcely been investigated, especially in small and medium-sized
enterprises. Second, there is a limited understanding of how sustainability reports are developed.
Our research purpose was to examine how industrial small and medium-sized enterprises in
Sweden have implemented the law on mandatory non-financial information reporting,.

Design/Methodology: An exploratory case study was employed by studying four listed
companies within the industrial sector in Sweden. The four case companies were investigated
through interviews with key personnel and by reviewing their sustainability reports and annual

reports. In addition, two external organizations were interviewed to get an outside perspective.

Findings: We have identified four patterns of implementation of mandatory non-financial
information reporting. These four patterns are: 1) implementation focus on both internal and
external perspectives 2) focus on the internal perspective; focus on the external perspective 3) and
4) focus on reporting as usual. The patterns are shaped by internal and external motivational
drivers, which is why the case companies have implemented the Swedish law in a certain way.
Although, the four patterns of implementation consist of similar implementation steps, they do
that to various degrees. Also, the patterns of implementation show different behaviors of

legitimacy (i.e. institutional, strategic and material), but these cannot be clearly separated.

Contribution: Firstly, our major contribution is the discovery of the four patterns of
implementation of mandatory non-financial information reporting, particularly within the
industrial sector in Sweden. In a broader perspective, the Swedish law is one version of the EU
directive. Our exploratory case study serves as an account of early experience from the
implementation within a Swedish regulatory setting. Secondly, our findings support previous
researchers’ claim that strategic and institutional legitimacy is not mutually exclusive. We have
applied legitimacy theory in an unconventional way. Finally, we urge policymaker to consider the
fact that GRI or other similar sustainability reporting frameworks are not employed in the case

companies to implement the Swedish law.

Reywords: Sustainability reporting, mandatory non-financial information reporting, SMEs, implementation,
stakeholder engagement, strategic legitimacy, institutional legitimacy and material legitimacy.
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1. INTRODUCTION

The introductory chapter outlines the background pertaining to the topics corporate SR, mandatory SR, SMEs, and
stakeholders. Thereafter, a problem discussion is presented which serves as the foundation to identify the research gap that
this study opts to excamine, followed by the purpose and research questions of the study.

1.1 Background

The pursuit of sustainability is a key challenge in the 21st century. In the 1990s, the increased societal
pressures, demands and expectations on companies for more transparency and accountability has led
to a significant growth in issuance of voluntary corporate sustainability reports (Ioannou and Serafeim,
2017). In 1997, the Coalition for Environmentally Responsible Economies (CERES) and the United
Nations Environment Program (UNEP) launched Global Reporting Initiative (GRI) with goals to
develop and establish reporting guidelines for the “Triple Bottom Line” (TBL): economic,
environmental and social performance (GRI, 2008). Similarly, the United Nations (UN) introduced
the United Nations Global Compact (UNGC) as a source of inspiration for companies when disclosing
their sustainability information (UNGC, 2007). The main objective today is to establish sustainability
reporting (SR) at par with financial reporting in terms of credibility and comparability (Ioannou and
Serafeim, 2017).

Due to several high profile corporate scandals and financial crisis, a growing distrust is spreading
concerning companies’ inability to self-regulate and provide reliable forward-looking non-financial
information (NFI) (Kaplan and Norton, 1992). One example of a major corporate scandal in recent
year is Telia Company’s unethical business activities in Uzbekistan, where they were involved in corrupt
payments, which resulted in fines of USD 965 million to international and U.S authorities (Bloomberg,
2017). As a result of these types of corporate scandals and financial crises that have occurred, investors
and creditors in capital markets have begun to integrate environmental and social information in their
valuation models, creating additional demand for SR. As a consequence, an increasing number of
countries have begun to mandate the disclosure of NFI, either through laws and regulations or through
requirement by the local stock exchanges (Ioannou and Serafeim, 2015).

Particularly, the Swedish parliament has given a mandate to every state-owned company to publish a
NFI report since 2008. This has been extended to Swedish companies too through the new Swedish
law in 20106, which goes further than the European Union (EU) directive (Sveriges Riksdag, 2010).
Large Swedish companies have been acknowledged among the best in corporate communication for
many years and SR in particular (Arvidsson, 2017). Their excellence in disclosing information on
sustainability performance is confirmed by both academic research (Cahan et al, 2015) and
comprehensive reports from major accountancy firms like KPMG on global sustainability trends
(KPMG, 2015). Similarly, RobecoSAM sustainability ranking of countries with focus on
environmental, social, and governance (ESG) indicators, put Sweden as the best country during 2017
(RobecoSAM, 2017). However, one problem with these studies about SR is that they are primarily
focused on larger firms rather than small and medium-sized enterprises (SMEs) (GRI, 2014).



Researchers recognized that the issues facing SMEs in SR deserve greater attention due to the
importance of SMEs in European and global economies (Borga et al, 2009; Morsing and Perrini, 2009).
Statistically, there were 23 million SMEs in the EU, representing 99 percent of all business. In Sweden,
SMEs constituted 99,9 percent of all Swedish companies and accounted for almost 40 percent of all
revenue in the Swedish private business (Tillvixtverket, 2014). Thus, SMEs are the backbone of the
European and Swedish economy, their contribution is essential for pursuing the goal of European
‘Burope 2020’, the EU’s strategy for smart, sustainable, and inclusive growth (Eurobarometer survey,
2012). At the same time, SMEs were responsible for roughly 64 percent of the industrial pollution in
Europe and they find it more difficult to comply with environmental legislation than large companies.
Despite their importance, it has often been argued that SMEs are laggards to commit to sustainability
work (Revell et al, 2010). This is also true in a Swedish context according to the latest survey from
Tillvixtverket (2014), which showed that only half of the Swedish SMEs are doing sustainability work
at some extent. There are several factors that can explain the slow commitment of companies. For
instance, SMEs are explained to have different environmental strategies, including aspects such as
financial resources, organizational structure, management style and production capabilities (Del Brio
and Junquera, 2003). To conclude, SMEs have different organizational conditions and settings
compared to larger companies; thus, we expect that SMEs are using other approaches than larger
companies to implement SR.

1.2 Problem Discussion

The introduction of the new Swedish law on mandatory NFI reporting will affect many companies
and force them to implement these new requirements. Those companies that have not implemented
or published any sustainability report before will have a big challenge ahead with extensive work and
changes (Borglund et al, 2010). Hahn and Kithnen (2013) identified in their literature review that there
is a gap in research on empirically studies regarding development of SR in reaction to new regulation.
The few studies that exist in this stream usually verify an increase in the extent of SR and adoption due
to new regulation (Frost, 2007; Acerete et al, 2011). Moreover, some researchers have concluded that
regulation of NFI reporting could improve the quality and comparability of this information (Deegan,
2002; Godfrey et al, 2009). Mandatory disclosing of NFI is also important to improve risk
management, foster responsible practices, increase transparency towards capital markets and open up
new opportunities in global markets (GRI, 2016).

One problem with the previous research about SR and new regulation is that it has mostly been
investigated among larger companies rather than SMEs (GRI, 2014). Johnson and Schaltegger (2016)
have discovered that there are still low implementation rates of SR within the SMEs. Sweden is not an
exception in this regard, as only 40 percent of Swedish SMEs are conducting an active sustainability
work. This work is mainly concentrated on selling more sustainable products and services rather than
having sustainability policies in place with related sustainability goals (Tillvixtverket, 2014). According
to Johnson and Schaltegger (2016), the reason behind this low adoption of SR and sustainability
management tool (SMT) is due to two reasons - internal shortcomings and external deficiencies.
Internal shortcomings in SMEs include not perceiving any benefits from sustainability work, a lack of
crucial expertise and knowledge, the paucity of financial and human resources. Similar obstacles have
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been discovered in Swedish surveys where companies highlighted that their sustainability work is
curbed by low public support, a weak business case and limited time, knowledge and financial resources
(Tillvaxtverket, 2014; Foretagarna and Beyond Intent, 2015). External deficiencies comprises
inadequate external incentives, drivers and too complex international sustainability standards for local
and regionally focused SMEs (Johnson and Schaltegger, 2010).

Sweden has required that state-owned companies publish disclosure of NFI since 2008. It can be
concluded from implementing mandatory NFI reporting in Swedish state-owned companies that many
companies found it difficult to implement this and to use international sustainability guidelines such
as GRI (Borglund et al, 2010). Based on that insight and the many obstacles SMEs are facing when
working with sustainability, it raises the question how well-suited SMEs are to implement mandatory
NFI requirements and how they should do when having much fewer resources than larger
organizations. Studies have been conducted in Norway regarding mandatory public environmental
reporting (Holgaard and Jérgensen, 2005; Vormedal and Ruud, 2009). In Norway, it was revealed that
only 10 percent of the reviewed companies were deemed to be in compliance with the law on
environmental reporting and only half the companies complied with the provisions on working
environment and gender equality. The experience from Norway showed that there was a low rate of
full compliance despite the regulation, which is due to the lack of an adequate policy framework for
responsibility and reporting, and low interest of stakeholders in SR. Altogether, this leads to difficulties
during the first time implementation of NFI reporting for companies, which probably is even more
challenging for SMEs.

Producing sustainability reports have become more popular among companies in recent years,
however, there is a concern for how relevant and comprehensive this information is (KPMG, 2013).
Also, there is another concern whether the adoption of SR will increase accountability in the companies
through addressing the needs of various stakeholders (Thomson and Bebbington, 2005). Due to the
growing interest in sustainability issues, companies want to know what stakeholders consider to be
“material” sustainability issues (Eccles et al, 2015). Thus, stakeholder involvement is recognized the
main constituent of best practice when it comes to the sustainability reporting process (SRP) (Guix et
al, 2017). In this context, stakeholder engagement is essential and deemed as a natural part of
Scandinavian society, particularly in Sweden (Strand et al, 2015). There are a small number of
researchers that have studied stakeholder inclusiveness (Manetti, 2011; Manetti and Toccafondi, 2012)
and stakeholder responsiveness (Moratis and Brandt, 2017), but they have not assessed how disclosure
of stakeholder engagement and materiality analysis influence the content in sustainability reports.
Parker (2005) also claimed that organizations need to engage stakeholders to scrutinize their SRP and
accountability to improve the reporting process. Without that, it is difficult for stakeholders to
understand why companies are disclosing certain information (Parker, 2005).

As a result, there are two research gaps that need to be addressed in SR research. First, the impact
from the implementation of mandatory NFI reporting on companies and more specifically, within the
SME context. Second, there is a limited understanding of the process of how such reports are
developed and whose priorities they reflect (Grahovar, 2016). Both gaps are closely related with each
other because to understand the impact from the implementation of mandatory NFI reporting, one
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needs to understand the SRP behind it, ie. it is difficult to only address one of them without
considering the other. Therefore, the intention of this study was to investigate both gaps by combining
them. We intend to achieve this through case studies of how listed Swedish industrial SMEs have
implemented the Swedish law on NFI reporting and how their reporting process and sustainability
reports have been impacted by this. This aim results in the following research purpose and research
questions.

1.3 Purpose of Research

Ultimately, the purpose of the study is to examine how listed industrial SMEs in Sweden implement
the Swedish law on mandatory NFI reporting. This will be analyzed by using a stakeholder engagement
perspective and legitimacy theory as a lens to gain a better understanding of why SMEs in Sweden
comply with the law in a specific way.

1.4 Research Question
How is the Swedish law on non-financial information reporting implemented among listed Swedish industrial SMEs?

In order to help answer the main research question, two sub-questions were formulated. We were
interested in how internal and external stakeholders and motivational drivers for the case companies
influenced their decision on how to implement the law, both directly and indirectly. Furthermore, we
aimed to identify the main steps in the implementation process among the case companies.

Sub-guestion 1: How do the excternal and internal perspectives impact on tmplementation decisions made by listed SMEs?
Sub-question 2: What are the main steps in the process of implementation?

1.5 Structure of the Thesis

The content of the thesis is structured in six chapters. Chapter 1 provides the introduction to the topic
SR and contains a discussion about the research problem, identifying two major research gaps in the
previous literature. These gaps served as an inspirational source when constructing the research
questions. Chapter 2 is the theoretical framework and includes a comprehensive literature review of
the motivational drivers behind SR and SR practice. The last part of the theoretical framework explains
three different dimensions of legitimacy, namely institutional, strategic and material. Based on our
theoretical framework, we developed a conceptual model over the implementation process of
mandatory NFI reporting. Chapter 3 of the thesis covers the research methodology. This chapter
describes how the study has been conducted and which research methods were applied for case
selection and data collection. Chapter 4 of the thesis contains our main empirical findings and a
description of the case companies. Analysis and discussion follow the chapter on empirical findings,
where data were analyzed in relation to the dimensions of legitimacy and our conceptual model. The
last chapter comprises the conclusion, which includes contributions as well as limitations and
suggestion for future research.



2. THEORETICAL FRAMEWORK

In this chapter, the theoretical basis of the study is presented. The chapter begins with the motivational drivers for SR
including external and internal drivers. Thereafter, we describe previous research on the SR process within SMESs. This
zs followed by the stages of reporting implementation process. Then, the three dimensions of legitimacy theory are presented
and the chapter is ended with limitations of current literature and our conceptual model over the implementation process

of mandatory NFI reporting.

2.1 Motivational Drivers behind Sustainability Reporting

Laplume et al (2008) argued that an organization’s success is determined by its stakeholders (e.g.
customers, employees, creditors, suppliers and public authorities), who in turn are driven by different
environmental, social and economic interests. Therefore, SR is a vital medium for organizations to
manage the stakeholders’ different needs and communicate with them (Hahn and Kiithnen, 2013). The
academic research on SR has for many years been occupied with why companies are adopting SR
(Adams and Larrinaga-Gonzalez, 2007). One example of this focus is the literature review on SR
conducted by Schaltegger and Burritt (2010), where they listed six major reasons that are encouraging
companies to take corporate actions regarding sustainability issues. Based on the assumption that
motivational drivers behind publishing sustainability reports voluntarily are affecting how companies
are going to implement the new Swedish law on mandatory NFI reporting, it is crucial to be aware of
these various motivational drivers. For simplicity reasons, it was decided to divide the motivational
drivers, suggested by Schaltegger and Burritt (2010), into two separate categories: external and internal
drivers.

2.1.1 External Drivers
External drivers are defined to be legislative pressure, industry pressure and SR standards and
stakeholder pressure because companies cannot control this.

Legislative Pressure - The Swedish Law on Non-Financial Information and EU Directive
The global sustainability challenges are increasingly driving the introduction of new regulation to
encourage companies to solve sustainability issues (GRI, 2016). Governmental legislation on
mandatory NFI reporting is a strong incentive for companies to adopt and publish sustainability
reports. Based on a compliance perspective, sustainability accounting can be concentrated on what has
to be complied with, where noncompliance has occurred and how to improve the sustainability
performance (Schaltegger and Burritt, 2010). Since the purpose of this thesis is to illustrate how
Swedish listed SMEs implement the Swedish law on mandatory NFI reporting, the remaining text of
this part will be concentrated on the EU directive and the Swedish law.

The European Parliament and the European Council decided in October 2014, through the directive
2014/95/EU (henceforth only called the EU directive), that public interest companies and companies
with more than 500 employees have to publish a NFI report. This mandatory requirement is justified
by the need for higher transparency and openness in sustainability information. Sustainability
information is important to assess sustainability risks, to increase confidence towards investors and
consumers, enhance comparability, and to create a change towards a long-term sustainable global
economy (EU, 2014).



The law sets a minimum requirement that companies shall disclose information regarding
environmental protection, social responsibility and care of employees, respect for human rights, anti-
corruption and bribery. This information should be accompanied by a description of the business
model, policies regarding the minimum requirement areas, including accomplished reviews and reports
on these policies. Companies also need to disclose a diversity policy for the board of directors, which
should contain information about age, gender, education and work background (EU, 2014).

The Swedish government decided in November 2007, as the first country in the world, that state-
owned companies had to produce a sustainability report. The intention was to raise the level of
ambition and sustainability performance within the state-owned companies, to increase transparency
and improve the monitoring of their sustainability work (Borglund et al, 2010). After that, the Swedish
parliament decided in October 2016 to extend the EU directive, which means that more Swedish
companies will be forced to produce a NFI report than required by the EU directive (The Swedish
Government, 2016). The Swedish law came into force on December 1, 2016, and shall be applied on
financial years beginning after December 31, 2016 (Sveriges Riksdag, 2016.). The amendment of the
Swedish law stated that Swedish companies that meet more than one of the three following conditions
are obliged to publish a sustainability report:

1. A company that has an average number of more than 250 employees during each of the last
two fiscal years, or

2. A company that has total assets more than 175 million SEK for each of the last two fiscal

years, or

3. A company generates net sales more than 350 million SEK for each of the last two fiscal years
(KPMG, 2017).

Approximately 1600 Swedish companies are now obligated to produce a sustainability report due to
the Swedish law extension (The Swedish Government, 2016). The requirements on the minimum level
of content in the sustainability report are in accordance with the 2014/95/EU directive. Thus, there
are no specific demands regarding the content and if it should be separated or integrated within the
annual report. The company can choose if they want to apply a SR framework or not. Finally, there
are no legal requirements of sustainability assurance, neither no law that regulates sustainability
assurance (KPMG, 2017; Sveriges Riksdag, 2016)

Industry Pressure and Sustainability Reporting Standards

When a majority of competitors are focusing on sustainability and are publishing sustainability reports,
it creates a need for other companies to mimic each other, which amplify the numbers of companies
working with SR. Mimicry tendencies could be illustrated by many companies adopting the same
sustainability accounting ideas, because they do not want to differ from their peers and lose control
over the sustainability agenda (Schaltegger and Burritt, 2010). One example of a prominent
sustainability accounting idea is global SR standards such as GRI and sustainability principles like
United Nations Global Compact (UNGC). Due to the discovery that the most common sustainability



accounting ideas used by Swedish medium and small cap industrial companies (see 3.3.1) are GRI and
UNGGC, these concepts will be further described hereinafter.

Two decades after pioneering the SRP in 1997, GRI is now the world’s leading sustainability standard
setter (GRI, 2017). The GRI guidelines are a multi-stakeholder-oriented framework with the purpose
of improving NFI reporting and to reach a wider audience of stakeholders (Brown et al, 2009; Buhr et
al, 2014). GRI has gained legitimacy among a wide range of actors worldwide (Levy et al., 2010) and
aims to enhance the comparability, verifiability and general acceptance of SR (Willis, 2003). Massa et
al (2015) mentioned that the GRI framework can serve as a tool for alignment with an organization’s
mission in relation to sustainable development, allowing learning and changes, even if the organization
is small. Lastly, I.a Torre et al (2018) stated that the EU directive can be implemented in organizations
with different types of international and national reporting frameworks. For example, Federation of
European Accountants (FEE, 2016) highlighted nine international guidelines and frameworks as
suitable to comply with the EU directive, where GRI is oneself of these nine frameworks.

Willis (2003) argued that GRI has the potential to improve the quality and usefulness of sustainability
reports. However, GRI standards are voluntary, and might not be written in a way that makes it
applicable as a mandatory standard. The author highlighted that one of the GRI’s key challenges is to
accommodate the broad variety of disclosure needs and expectations of a wide range of report users
and company stakeholders (Willis, 2003). Moreover, some companies that label themselves as GRI
reporters do not behave in a responsible way with respect to social responsibility or human rights
(Moneva et al, 20006).

The UNGC is a call to companies everywhere to voluntarily align their operations and strategies with
ten universally accepted principles in the areas of human rights, labor, environment and anti-
corruption. The UNGC works as a leadership platform for the development, implementation and
disclosure of responsible corporate policies and practices. It was launched in the year 2000 and is
recognized as the largest corporate sustainability initiative in the world, with over 12000 signatories
from 145 countries (UNGC, 2013). By using the UNGC as a reference point, companies can naturally
develop more tailored strategies and policies that suit their priorities (UNGC, 2007).

Stakeholder Pressure

Stakeholder pressure is also an important factor that pushes companies to adopt sustainability practices
and SR. Based on continual stakeholder dialogues and demands, the management team will acquire
information about what the key sustainability issues and topics are, i.e. what they are expected to
address (Schaltegger and Burritt, 2010). Sarbutts (2003) argued that CSR issues should be treated as
risk management practice by companies because they risk losing important stakeholders and devaluing
their brand value if they are not performing well in this area. Therefore, organizations implement
corporate social responsibility (CSR) practices as “assurance” against this potential image and
reputational risks with sustainability challenges (Schaltegger and Burritt, 2010). Moreover, this is also
a way for companies to take control over their social, environmental and financial risks, which have a
decisive impact on corporate success, both in the short and long term perspectives (Schaltegger and
Figge, 1997).



2.1.2 Internal Drivers
Internal drivers are defined to be the business case, internal context and actors, and internal factors
since they are internal conditions within companies that govern these drivers.

The Business Case

From a corporate management perspective, one strong motivation for companies to embrace
sustainability accounting is to increase their wealth and profits (e.g. increase revenue and cost reduction
potential) through environmental and social activities (Salzmann et al, 2005). Thus, the business case
perspective could be viewed as social corporatism, i.e. it is in the company’s own short and long-term
interest to consider its social, economic and environmental impacts where they operate (Carter and
Burritt, 2007). Similarly, it has been discovered that Swedish SMEs who do not see a business case, are
less inclined to work with sustainability (Tillvaxtverket, 2014). Additionally, economic reasons are
rooted in risk and opportunity concerns (Schaltegger and Burritt, 2010). Due to the escalation of
integrated global markets and standardization of products, sustainability gives an opportunity for
companies to differentiate themselves. Other reasons to create a business case for sustainability are:
enable entering new markets, to improve employee morale and enhance brand values (Gunningham,
2007; Schaltegger and Burritt, 2010)

Internal context and actors influence sustainability reporting

It is not only economic drivers that encourage companies to work with sustainability, it also depends
on the internal dynamics within the company and its actors. Therefore, to understand how a SRP work
in practice, it is important to comprehend the internal context and internal actors behind the SR
(Grahovar, 2016).

Internal context refers to the interplay between employees, senior managers and steering committees
within an organization. Campbell (2000), for example, identified that changes in the company chairman
position affect the quantity of social disclosure reporting. Internal actors are about what kind of power
different employees have in term of deciding strategic sustainability priorities for the organization and
the content of SR. Research has found that internal actors such as management, CEO (Campbell,
2000), accountants (Bebbington et al, 1994) and board members (O’Dwyer, 2005) influence how
sustainability reports are prepared and the content in it. These actors have different reasons to why
they want to engage with sustainability reports, but due to internal power relationship between them,
the actors have different possibilities to utilize their ideas (O’Dwyer, 2005).

Another relevant issue that has been researched is what kind of competence leading internal actors
have about SR (Adams and Evans, 2004). Adams and McNicholas (2007) discovered that these
individuals lacked, for example, the knowledge to involve stakeholders in their sustainability work.
Without collaboration with stakeholders, there is a high risk that companies’ sustainability reports are
not adjusted to their demands and expectations (Adams and Evans, 2004). Thus, it is common that
organizations are taking help from auditors (O’Dwyer, 2001) and consultants (Frostenson et al, 2013)
to prepare their sustainability reports. Another important skill that active internal actors in the SRP
need are collaboration skills. Grahovar (2016) detected that poor collaboration between internal actors
suppress the SRP and has a negative impact on materiality assessment.
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Internal factors

Internal factors are for example the organization reporting processes, internal resources and information
systems, these factors do individually and together influence how companies prepare and change the
content of their sustainability reports (Grahovar, 2016). Burns and Scapens (2000) explained that
routines are established when the organization performs activities in a collective way. This makes the
routines (i.e. processes) important for the employees and difficult to change when needed, which might
explain why companies do not change their disclosures notably in financial statements between the
years (Adams, 1997). Limited resources in terms of time and money are also factors that contribute to
resistance against modifying or developing the content in sustainability reports (Becker, 2004). In
addition, information systems are crucial to enable companies to change the content in sustainability
reports to satisfy stakeholders’ information needs (Deys, 2007). However, these type of information

systems are expensive and therefore rarely available for many companies (Frostenson et al, 2013).

2.2 Sustainability Reporting Process

This thesis is about the implementation of the new Swedish law on NFI reporting. Therefore, it is
motivated to introduce previous research on implementation of NFI reporting within SMEs.
Thereafter, we present different stages of reporting implementation process by using stakeholder
engagement guidelines and discuss the significance of stakeholder engagement.

2.2.1 Implementation Process of Sustainability Reporting for SMEs

GRI and UNGC have devoted large efforts to mainstream environmental and social reporting
(UNGC, 2007; GRI, 2017). Still, SMEs encounter difficulties in initiating the SR, despite that most of
them try to use the GRI framework as the tool, but they are incompatible for SMEs characteristics
(Brown et al, 2009). He argued that SMEs need a specific approach that is suitable for them and their
characteristics of the business and the essence of sustainability lies in the specific characteristics, not
in the formalization.

Arena and Azzone (2012) discussed specific features that make GRI hardly applicable for SMEs. They
criticized that the total set of key sustainability indicators (KSI) are large, which make the SRP too
costly for SMEs, given a large amount of data that have to be collected and analyzed. Also, GRI has
been accused of lacking detailed quantifiable measures and being too general, which make it difficult
to meet the demand of the stakeholders on NFI reporting (Levy et al, 2010). Therefore, SMEs struggle
with skills and resources constraints and the lack of expertise in the field, which limits their capacity to
prioritize key issues. However, recent studies have found that GRI framework can serve as a tool for
alignment with an organizational mission in relation to sustainable development, allowing learning and
changes, even if the organization is small (Massa et al, 2015). Therefore, Schaltegger (1997) and Steven
(2004) mentioned that the idea of defining common guidelines for SR is necessary to communicate
sustainability information.

Many authors have attempted to propose a general implementation process that is specifically tailored
to SMEs characteristics. Arena and Azzone (2012) proposed a process for SR implementation by
taking the GRI framework as its foundation, then derives the customized set of KSIs. The criteria for
selecting KSIs shall be linked between the KSIs and the company’s specific-processes. This means that

]



the implementation process depends on the quality of actors involved, particularly the third-party
experts because the completeness, reliability, and relevance of the set of KSIs are influenced by their
advice. Similarly, Mufioz-Torres et al (2012) suggested that a successful CSR model is based on the
selection of the most important ESG issues with the help of expert knowledge.

2.2.2 Stages of Reporting Implementation Process

Gallo and Christensen (2011) discovered that larger companies have a greater impact on sustainability
issues than smaller companies. Thus, larger companies are exposed to the more narrow scrutiny of
stakeholders. However, stakeholder engagement is increasingly being expressed as means of achieving
sustainability (Hart and Milstein, 2003; Hart and Sharma, 2004). Stakeholder accountability requires
empowered stakeholders (Cooper and Owen, 2007), hence it is necessary to analyze the disclose
information about stakeholder inclusiveness, materiality and responsiveness principles in the SRP to
evaluate how current practices enable stakeholders to hold the organization to account. According to
Guix et al (2017), by using the stakeholder engagement guidelines from AAT000SES that comprises
measurable principles of inclusiveness, materiality and responsiveness, the SRP will result in high
accountability and transparency. This includes (1) identifying and engaging with stakeholders, (2) using
stakeholders’ insights to determine the importance of sustainability issues, and (3) transparently
communicating the organization’s response to these material issues. The evaluation of whether
stakeholder concerns are addressed by the reporting organization is also in line with GRI G4 (GRI,
2013).

Inclusiveness: Stakeholder Identification and Engagement

According to AccountAbility (2015), inclusiveness is defined as an organization trying to be
accountable to all stakeholders, which means that the organization needs to define which groups who
merit to be the legitimate (Phillips, 2003). Donaldson and Preston (1995) claimed that the concept of
legitimacy is imprecise and there are different understandings of who the stakeholders are. Therefore,
they identified stakeholder as those to whom the organization has a moral obligation based on
contractual relations. Other authors expanded the managerial attention to those groups that can affect
the organization which constitutes as normative/derivative stakeholders such as media, trade unions,
non-governmental organization, and advocacy groups (Mitchell et al, 1997; Phillips, 2003). According
to Phillips (2003), stakeholder theory is concerned with who has influence, input in decision-making
and benefits from the outcomes of such decisions, i.e. stakeholder dialogue is a tool for management
to decide which expectations from stakeholders to focus on. The usage of stakeholder dialogue, for
instance, through one-to-one group meetings or questionnaires allows a high level of interaction and
in-depth knowledge (GRI, 2014).

Depending on the influence that the organization gives to each stakeholder groups, the stakeholder
engagement can be classified as informative (organization informs, stakeholder listens), consultative
(organization and stakeholder dialogue), and decisive (organization actively involves the stakeholders
in decision-making) (Green and Hunton-Clarke, 2003). Successful stakeholder engagement relies on
understanding the legitimacy of the stakeholders and having proper procedures to respond to their
concerns. Stakeholder engagement can be assessed based on the procedural quality (how the
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organization conducts the engagement and how it is aligned with the declared purpose), responsiveness
quality (how the organization responds to the stakeholder concerns) (Zadek and Raynard, 2002).

Materiality: Determining the Content of the Report

Materiality is determining the relevance and significance of an issue to an organization and its
stakeholders that they consider as important in the first place. The process of prioritizing which
stakeholders matter involves a judgment (AccountAbility, 2015). Materiality must be evaluated and
applied in a relevant context, for instance, something that is considered material information in one
context, might not be that in another setting. According to GRI framework, materiality is a complex
concept with less standardization and it depends on different organizations due to different contexts
within the reporting standards (GRI, 2013).

When an organization focuses strategically on the most material issues, its sustainability performance
is deemed as accountable (Eccles and Serafeim, 2013). Moreover, the material issues are potentially
identified by the assessment from internal and external documents which often are informed by the
industry-specific guidelines. Some organizations map the sustainability issues by using a materiality
matrix and link the matrix with the content of the report, or articulate how materiality informs the
deployment of resources (Eccles et al, 2015). By providing a transparent communication of the
materiality process and scoring mechanisms behind these materiality matrices, there would be
sufficient information for stakeholders to judge how the organization is using the stakeholder input to
respond on their concerns (Guix et al, 2017).

Responsiveness: Addressing Stakeholders’ Contributions

AccountAbility (2015) defined responsiveness as an organization’s responsibility to act transparently
on material issues and willingness to provide a thoughtful response to stakeholder concerns and a
commitment to work on those material issues (David et al, 2007). This means that responsiveness
requires an organization to explain how it perceives the relationship towards its stakeholders, how it
intends to build and sustain these relationships. Moreover, Bundy et al (2013) define responsiveness
as the process by which the managers interpret the issues raised by stakeholders and decide which are

worthy to response.

Responsiveness requires the organization to involve its stakeholders in identifying and responding to
sustainability issues, and it requires them to report to the stakeholders on their decisions, actions and
performance (AccountAbility, 2015). Therefore, responsiveness is realized through the organization’s
governance, strategy, performance and communication with its stakeholders. Being responsive to
stakeholder concerns acknowledges an accountability relationship with the targeted stakeholders
(Cooper and Owen, 2007). However, the finding from Greco et al (2015) suggested that producing SR
is not a static activity and that there is a case for further investigation how SR evolve over time and
how it is influenced by stakeholder engagement.

2.3 Legitimacy Theory

The purpose of this study is to illustrate how listed industrial SMEs in Sweden implement the new
Swedish law, based on a stakeholder-related perspective. Thus, it is deemed useful to use legitimacy
theory in to analyze and understand why the case companies implement this law in a specific way. It is
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usually asserted that legitimacy theory is being systems-oriented (Cho, 2009), i.e. business entities are
considered to be parts of the larger social system where they exist as organizations (Gray et al, 1995).
That is, companies gain legitimate status from society; thus, legitimacy is usually defined by the social
contract that is enacted between firms and society at large (Cho, 2009). According to legitimation
theorists, to gain “social license to operate”, companies need to incorporate the interests of all their
stakeholders, rather than only shareholders (Laplume et al, 2008).

Due to this strong concept of social contract between companies and society, legitimacy theory has
been used extensively in social and environmental accounting (SEA) research, both in empirically
(Patten, 1992; Deegan and Rankin, 1996) and qualitative (Campbell, 2000) studies to explain corporate
decisions regarding environmental and social disclosures. Suchman (1995) define legitimacy as: “a
generalized perception or assumption that the actions of an entity are desirable, proper, or appropriate within some socially
constructed systemr of norms, values, beliefs, and definitions”. 'The implication of this definition is that legitimacy
should be understood as a condition or status where the value system of an organization is compatible
with the value system of the larger social system of which the organization belongs to (Lindblom,
1994). It is possible to study legitimacy dynamics from different angles, both from an institutional and
a strategic perspective (Mobus, 2005). Usually, the accounting literature regarding NFI reporting
accentuates the strategic dimension (Mobus, 2005). However, some researchers argue that the
institutional and strategic perspective should not be used in isolation, because they are actually
complementary to each other (Suchman, 1995; Ahmed Haji and Anifowose, 2017). This argument is
strengthened by the findings made by Dumay et al (2015) who discovered that management actions,
to enhance legitimacy, can be made both from institutional and strategic perspective without being
mutually exclusive.

Based on these later insights and our own preliminary empirical findings, we decided to use both
perspectives of legitimacy theory to analyze and explain why the case companies have implemented
the Swedish law in a certain way. This will be done by drawing on Suchman’s (1995) two dimensions
of organizational legitimacy; institutional and strategic perspectives, and “material legitimacy”
developed by Dumay et al (2015).

2.3.1 Suchman’s Institutional and Strategic Legitimacy Approaches

Suchman (1995) has identified three forms of legitimacy: pragmatic, moral and cognitive. First,
pragmatic legitimacy 1s driven by an organization’s self-interested judgment regarding their primary
stakeholders. Usually, this occurs by direct exchanges between organization and stakeholders, where
organizational decisions and activities have a visible impact on the stakeholders’ well-being (Suchman,
1995). Hence, stakeholders commonly turn into constituencies, who scrutinize the organizational
behavior to assess practical implications for themselves, of all types of activities the organization are
undertaking (Wood, 1991).

Secondly, moral legitimacy is a form of positive normative evaluation of the organization, because it is a
mirror of the organization and its related activities (Aldrich and Fiol, 1994). Therefore, the evaluators
judge if the organization’s actions “are the right thing to do”, rather than if they benefit from these
actions themselves (Suchman, 1995). Moreover, it is important that organizations get positive
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(external) evaluations of its activities in relation to the social contract (Mubus, 2005). Suchman (1995)
explained that cognitive legitimacy is derived from either supportive backing for an organization or as a
general acceptance of the organization’s existence, which is based on taken-for-granted cultural

accounts.

Beck et al (2015) explained that in the context of reporting on non-financial performance and
information, the drivers behind strategic legitimacy emerge from the organization’s management who
design the boundaries and deploy symbols in to achieve their agenda, while drivers of institutional
legitimacy arise from the external environment in which the management subordinate themselves with
current cultural norms of behavior. In other words, the difference between these two approaches of
legitimacy is “a matter of perspective, with strategic theorists adopting the viewpoint of organizational
managers looking ‘out’ to secure legitimacy, whereas institutional theorists adopt the viewpoint of
society looking ‘in’ to impose conditions for legitimacy ” (Suchman, 1995).

Institutional Legitimacy

According to Beck et al (2015), it is possible for organizations to achieve institutional legitimacy by
adopting and complying with local rules of society. For example, one way to comply with local rules is
to apply GRI in SR, which bring institutional legitimacy to the organization who are using it. Their
case company Zeta (an Australian bank) initially faced a strong public backlash due to wrongdoings in
its financial tradings, something that threatened their institutional legitimacy. To repair Zeta’s status,
they decided to release their first CSR report (i.e. a management symbol), which also were in
accordance with GRI (used as an external amplifier) (Beck et al, 2015). The release of the CSR report
could be interpreted as a way for Zeta to align themselves with socially accepted norms, and provide
their stakeholders an opportunity to “look in” (Beck et al drawing on Suchman, 1995). Dumay et al
(2015) argued that the institutional perspective mainly is represented by pragmatic legitimacy; hence,
the most common tactics to maintain this legitimacy are through predictable and consistent exchange
behavior with stakeholders (Mobus, 2005).

The institutional dimension of legitimacy theory implies that SR practice is spreading among
companies (Suchman, 1995), i.e. isomorphism causes companies to copy the procedures and structures
of leading organizations to adjust to institutional and social pressure (Higgins et al, 2014). Moreover,
the isomorphism is the result of to what extent reporting practice has become institutionalized in a
specific industry (Bebbington et al, 2012). Ahmed Haji and Anifowose (2017) found, in their empirical
study of large South African companies regarding the implications of mandatory IR practice on
corporate disclosure, that the companies mainly disclosed the same information as before but with a
slight increase of the amount. The researchers stated that this “could imply a trend towards
institutionalization of corporate reporting practices in South Africa following the adoption of IR
framework” (Ahmed Haji and Anifowose, 2017). They argued that companies have responded to
external pressures (strategic legitimacy) caused by the IR framework and their disclosure strategies have
become institutionalized within several industries in South Africa.



Strategic Legitimacy

The strategic dimension of legitimacy takes a managerial perspective and is concentrated on which
strategies companies utilize to gain, maintain or repair organizational legitimacy (Suchman, 1995).
Gaining legitimacy is a form of “proactive” activity as companies need to obtain support from external
stakeholders (Suchman, 1995) while repairing legitimacy usually is a reactive way to respond to a crisis
that was triggered by unforeseen events. However, maintaining legitimacy is a continuous, but relatively
low-effort demanding, process (Mobus, 2005). When legitimacy has achieved a state where it is almost
taken for granted, stakeholders have lower incentives to scrutinize and will be pleased of evidence that
shows that the ongoing operations are “business as usual” (Ashforth and Gibbs, 1990; Suchman, 1995).

Dumay et al (2015) argued that moral and cognitive legitimacy are the primary tools to achieve strategic
legitimacy because managers are using them to “look out” and capture the material issues that need to
be managed by gaining, maintaining and repairing legitimacy. Previous research on strategic legitimacy
has proven that companies, for example, engage in the strategic restructuring of governance and
personnel structures as mean to repair legitimacy (Pfarrer et al, 2008). Beck et al (2015) discovered that
their case company Zeta “removed” their Chairman, Chief Executive Officer (CEO) and Chief
Financial Officer (CFO) as a consequence of the public backlash (mentioned in the institutional
legitimacy part) which arose during their leadership. Lastly, Ahmed Haji and Anifowose (2017)
identified a pattern where companies in South Africa strategically disclose the most beneficial trends

and social performance to enhance reputation and legitimacy.

Material Legitimacy

Dumay et al (2015) explained that SR could strategically be concentrated on “material issues” by
addressing major stakeholders concerns. The case company developed something they called
“flagship” programme (e.g. they established a microfinance business program towards indigenous
communities in Australia), with the sole purpose to strengthen their corporate image as a good
corporate citizen. This programme enabled the case company to manipulate their legitimacy through
meeting the wants and feedback of key stakeholders to enhance reputation, while at the same time
making money on the programme (Dumay et al, 2015).

Dumay et al (2015) define material legitimacy as “the form of legitimacy that enables organizations to
blend what is important to the organization (strategic legitimacy) with the primary concerns of its
major stakeholders (institutional legitimacy). In this sense, organizations are trying to achieve a
mutually beneficial “win-win” outcome for themselves and their stakeholders”. The microfinance
business program is a good example of how a company can combine what is deemed “to be the right
thing to do” in the eyes of stakeholders (i.e. strategic and moral legitimacy) and still be beneficial for
the customers (i.e. institutional and pragmatic legitimacy) (Dumay et al, 2015).

2.4 Limitation of Current Literature

There exists a strong critical academic debate about the perceived benefits and advantages with SR and
many researchers are disagreeing with each other regarding this (Frost and English, 2002; Schaltegger
and Burritt, 2010). According to Gray and Milne (2002), the main weakness of the current sustainability
accounting practice is the overreliance on the financial dimension, which is the cause for the
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unsatisfactory quality of environmental and social disclosures. According to Schaltegger and Burritt
(2010), the limitation of conventional accounting are widely recognized among researchers, in terms
of incapability to provide relevant information about corporate sustainability performance. At the same
time, it has been discovered that many companies are resistant against SR and particular mandated SR
because it raises compliance costs and reduces the flexibility in what to disclose (Frost and English,
2002). Other concerns with SR is that it does not lead to real progress and is rather used as a marketing
tactic; the popular term “greenwashing” is one manifestation of this controversy (Grogan et al, 2010).
Similarly, some scholars have even called SR as nothing more than a marketing and public relations
vehicle (Cerin, 2002).

The stakeholder engagement is argued to be a mechanism that assists the business in achieving
sustainability due to the incorporation of stakeholders’ inputs (Guix et al, 2017). But there are many
critiques around the potential risk of stakeholder engagement and dialogue (Crane and Livesey, 2003).
As Banerjee (2001) pointed out, understanding of stakeholders’ needs can be limited especially where
stakeholder groups have very different social, cultural and political agendas. As such, in the prospects
of open dialogue and updating stakeholder priorities as part of the engagement processes appear to be
optimistic. Conflicting demands by stakeholders provide business yet another potent excuse for not
engaging in sustainability (Collins et al, 2005).

2.5 Conceptual Model over the Implementation Process of Mandatory NFI Reporting
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Figure 1: [llustration of the conceptual model over the implementation process of mandatory NFI reporting,
which is constructed by the authors based on prior research.

Based on our research questions and literature review, we have synthesized the content on our own
into a conceptual model over the implementation process of mandatory NFI reporting. The purpose
of our conceptual model is to make it easier to distinguish the relevant empirical data and facilitate a
more structured analysis of the case companies Schaltegger and Burritt (2010) were a major
inspirational source for the motivational drivers we have named internal and external drivers. In
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addition, the center box (Reporting Practice) in figure 1, we are primarily drawing on Arena and
Azzone (2012), Guix et al (2017) and the stakeholder engagement guidelines AATOO0SES created by
the organization AccountAbility. Lastly, as discussed in section 2.3, we are mainly relying on Suchman
(1995) and Dumay et al (2015) for our  ideas about legitimacy.

The underlying logic behind our conceptual model is founded on the assumption, that motivational
drivers behind SR and stakeholder engagement influence how organizations are using SR and what
issues they are focusing on. Furthermore, we believe that these forces also shape how organizations
decide to implement and adjust to mandatory external requirements, such as the Swedish law on NFI
reporting. As Suchman (1995) explained, companies need to either gain, maintain or repair legitimacy.
Therefore, depending on the type of legitimacy need an organization has, it will impact the dynamics
of internal and external motivational drivers as well as reporting practice. Thus, legitimacy need is
circled around the conceptual model to illustrate it is an independent variable affecting all boxes.



3. METHODOLOGY

This chapter explains the proceedings that have been used to investigate how listed Swedish industrial SMEs have
implemented the Swedish law on NF1 reporting. 1t presents how the research was conducted in terms of literature collection,
research design, data collection, data processing, and analysis. Methodological limitations are presented together with a
discussion of the research quality at the end of the chapter.

3.1 Literature Search

The literature search was tailored to the interest of investigating how listed Swedish industrial SMEs
have implemented the new Swedish law on NFI reporting. To be able to get an insight into the subject,
it was deemed necessary to get knowledge about how companies use stakeholder engagement in
relation to their SR and work with sustainability. Another area of interest was how legitimacy theory
has been used in previous SR research. This is one of the most common approaches in terms of
analyzing disclosure strategies and how companies use SR to “gain social license to operate” (Suchman,
1995; Laplume et al, 2008; Dumay et al, 2015).

The literature search was conducted in a traditional way, where keywords were applied to identify
relevant literature. The search was conducted through a number of databases, such as Supersearch in
the Gothenburg University Library, Business source premier, Web of Sciences and Google Scholar.
Other sources such as government and industry (e.g. auditing firms) websites were also used. The main
search included keywords such as sustainability accounting, mandatory SR, implementation process,
SR in SMEs, stakeholder engagement and institutional, strategic and material legitimacy.

3.2 Research Design

Research has scarcely explored what kind of impact the new regulation has on SR (Hahn and Kithnen,
2013), nor how the reporting process behind it works (Grahovar, 2016). One area of importance where
more research is needed is the introduction of the EU directive on non-financial and diversity
information (La Torre et al, 2018). It is therefore fitting to use an exploratory case study, which has
been applied in similar studies (Mobus, 2005; Cho, 2009; Beck et al, 2015), to interpret and analyze
how the case companies have implemented the new Swedish law on NFI reporting. By using a case
study, it is possible to conduct in-depth - research on how Swedish listed industrial SMEs have
implemented the law and how it has been influenced by stakeholder engagement and legitimacy
concerns (Collis and Hussey, 2014). This design provides a rich stream of details, variation and
completeness that is well-suited for answering the research questions (Denzin and Lincoln, 2011). In
addition, it enhances the awareness of the specific setting where the research objects, i.e. the case
companies, are active, which is crucial to find new knowledge (Bryman and Bell, 2013). Only use case
companies from one sector were included to reduce the risk of confounding.

In-depth studies also enable the prospect to theorize our findings from first time implementation of
mandatory NFI reporting, despite SR being a relatively unexplored field (Collis and Hussey, 2014).
The approach was used to compare findings and patterns from the case companies. Furthermore, the
findings and patterns will be discussed in relation to existing knowledge from previous research
discerned from a legitimacy perspective.
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3.3 Data Collection

Two types of data collection methods were used in the thesis: interviews and document review. The
interviews with the case companies and external organizations were undertaken from March to April
2018 and each interview was thirty to sixty minutes long. We performed the document review on
published company information (i.e annual report, sustainability report and sustainability information
on their website) between February and April 2018. The data collected from the interviews were the

primary source of information to answer our research questions.

Eriksson and Kovalainen (2008) emphasized that interpretation is a decisive feature of qualitative
studies. They also explained that the main objective of a case study is to interpret the case and construct
an interesting story. To achieve that, the researcher needs a holistic picture of the specific case setting
(Eriksson and Kovalainen, 2008). Thus, the interviews provided in-depth knowledge about the
companies’ SR, while the document review worked as “checking board”. This triangulation approach
reduced author bias - because we analyzed different sources of empirical data and we could also cross-
check our findings (Collis and Hussey, 2014).

3.3.1 Selection of Case Companies
Before selecting relevant and suitable SMEs for our study, we needed a proper definition of SMEs.
We looked at the EU definition of what SMEs are. In short, the EU (2018b) has defined SMEs as
follows:
® Medium-sized companies: Staff headcount < 250, turnover < € 50 m or balance sheet in total
<€43m
® Small-sized companies: Staff headcount < 50, turnover < € 10 m or balance sheet in total <
€10 m.

The de jure meaning is that no European SMEs are covered by the EU directive that mandate public
interest companies with a staff headcount over 500 people to publish a mandatory NFI report
(EU,2018a). As Gassen (2017) explained, the primary readers of financial reporting of private owned
SME:s are shareholders, tax authorities and banks. It was therefore decided to investigate medium and
small cap listed companies instead because they have a wider audience and were assumed to be more
open to discussing SR than private held SMEs. Thus, we applied the Stockholm Stock Exchange’s
(NASDAQ Stockholm) criteria to differ between a large, medium and small cap companies. According
to this, medium cap companies have a market value from 150 million euro to 1 billion euro, and small
cap companies have a market value below 150 million euro (Nordnet, 2014). The main inclusion
criteria for our study were SMEs with a market value below 1 billion euro.

There are limited studies about the implementation of SR in SMEs (Arena and Azzone, 2012), and
even less in a Swedish context. We conducted an initial screening of 222 medium and small cap
companies on the NASDAQ Stockholm as shown in figure 2 (Nasdaqg OMX Nordic, 2018). The goal
was to discover how many companies are affected by the new Swedish law on NFI reporting and how
many are publishing a sustainability report today. Among these 222 companies, 73% were identified
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as fulfilling the Swedish criteria to publish a mandatory NFI report after 2016. We decided to
investigate these companies more thoroughly. Based on further investigation, we discovered that
55.4% of the companies meeting the Swedish criteria did not publish a sustainability report. From
figure 2, we are able to see differences between the sectors on the NASDAQ Stockholm. For instance,
a high percentage of industrial companies (90%) meet the Swedish criteria to publish a mandatory NFI
report. By screening the 54 industrial listed SMEs, we noticed that many of these companies are
signatories of UNGC (i.e. SR principles). In addition, a low number of these companies have applied
a SR framework, but among the industrial listed SMEs that are using a SR framework, GRI is the most

common.
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Figure 2: Overview of the screening process of 222 medium and small cap companies. The blue bars show the
total number of companies in one specific sector. It also demonstrates the percentage of companies in the
specific sector that meet the Swedish criteria to disclose a mandatory NFI report.

Previous studies have been interested in the relationship between a firm’s industry sensitiveness and
quantity of positive environmental information disclosure (Deegan and Gordon, 1996). The idea is
that companies within extra sensitive sectors try to influence the opinions on their environmental
impacts in the industry (e.g. to increase the level of industry legitimization) or use it in a way to
positively differentiate themselves from competitors (e.g. to increase the level of organizational
legitimation) (Patten, 1992). Deegan and Gordon (1996) have constructed an environmentally
sensitivity index, where industrial sectors have been ranked in top 10 of the most environmental
sensitives industries. The Swedish industrial sector is specifically considered one of the most active
industries in Sweden that are working with the environmental, social, and ethical issues (Tillvixtverket,
2014). As a result, we decided to investigate Swedish listed SMEs in the industrial sector on NASDAQ
Stockholm, because they are the biggest sector on NASDAQ Stockholm and it is also regarded as one
of the most environmental sensitives industries (Deegan and Gordon, 1996).



Among the 90% of Swedish listed industrial SMEs that meet the criteria to publish a mandatory NFI
report, we decided to select four case companies. The selection of the case companies was based on
their sizes, experience of SR and different nature of business operations. By selecting case companies
with different experience of SR, size and business operations, they enabled us to find similarities and
differences between them. As a result, two medium and two small cap companies were selected. The
two medium cap companies have published sustainability reports before the year 2016, while the two
small cap companies have not (but they have disclosed certain sustainability information in previous
annual reports).

3.3.2 Selection of External Organizations

To support answering the sub-research question 1, the authors decided to extend the data collection
to include two external organizations, namely Svenskt Naringsliv and CSR Sweden. The approach to
include external organizations was inspired by Cho (2009). He investigated a major environmental
scandal in the French Oil company Total - by conducting interviews with external organizations to
enhance understanding from several perspectives (Cho, 2009). Both Svenskt Niringsliv and CSR
Sweden are an association with companies in Sweden and they assist private companies with NFI
reporting issues. By including the two external organizations, we expected to gain an external
perspective on how listed companies are working with SR and how they involve their stakeholders.

3.3.3 Respondents and Interviews

There were eight interviews in total, including six interviews with the case companies and two
interviews with the external organizations. The respondents were approached based on their roles and
knowledge connecting to SR. The respondents have different positions such as CFO, Finance
Manager, Sustainability Director, Communication Manager, Financial Reporting Specialist and CSR
Specialist. Out of these eight interviews, three interviews were conducted at the respondent's place of
work and five interviews were conducted via Skype or phone. Table 1 contains the order of the
interviews and details about the dates, interview length, interview methods and the respondents’ details.

Before the interviews started, the respondents were asked if they wanted to be anonymous or not.
Some of the respondents at the case companies wanted to be anonymous, therefore it was decided to
make all case companies and their respondents anonymous, while the external organizations agreed to
reveal their identity. Each case company was assigned an ID number (C1-4) and the respondent’s name
was assigned an ID number (R1-10)



Table 1: An overview of the interview details

Date of Interview | Interview | Respondent | Company/ "
. . . Position
interview length method ID Organization
Sustainability and C icati
2018-03-14 | 60 minutes | Skype R1 Cl ustamabiity and Lommunication
Director
2018-04-10 30 minutes Skype R2 C1 CFO
2018-03-27 48 minutes Skype R3 C2 Finance Manager
2018-04-05 45 minutes | In-person R4 C3 Sustainability and HR Manager
2018-04-05 | 32 minutes* | In-person R5 C3 CFrO
2018-04-05 32 minutes* | In-person R6 C3 Communication Manager
2018-04-19 54 minutes Phone R7 C4 Sustainability Manager
Svenskt
2018-03-16 | 50 minutes* | Phone RS VS| Financial Reporting Specialist
Niringsliv
Svensk
2018-03-16 50 minutes* Phone R9 j/'.CI’IS t Financial Reporting Specialist
Niringsliv
2018-03-23 51 minutes | In-person R10 CSR Sweden | CSR Specialist

*Indicates that the interview took place with two respondents at the same time.

The interviews were performed in the form of semi-structured interviews. This allowed us to prepare
questions about particular themes connecting to our conceptual model (see appendix 1). We created
two separate interview guides, one for case companies and one for external organizations. These
interview guides were sent to the respondents approximately one week in advance of the interview
date. This approach was well-suited because the implementation process of mandatory SR within
companies is assumed to be heterogeneous. Moreover, the semi-structured interviews also utilized the
possibility to compare answers among the case companies. This results in increased generalizability
(Collis and Hussey, 2014). Furthermore, interview guides facilitate the interviewers to be flexible during
the interviews and the respondents get the opportunity to prepare their answers in a personal way
(Bryman and Bell, 2013). When it comes to ethical consideration, all respondents were asked if they
wanted to be anonymous or not as described earlier (Shenton, 2004). We also asked for their
permission to record the interviews, which all respondents permitted under the condition that their

answers would only be used for research purposes.

3.3.4 Secondary Data

To get an understanding of the case companies’ SR experience and business context, we have also
reviewed their annual reports, sustainability reports and sustainability information on their website
from the first time they reported on sustainability information (e.g. employee, social issues and
environment) to the current year 2017 of mandatory NFI reporting. This means that we have gone
back to 2008 for one case company because they have the longest history of disclosing sustainability
information in relation to the other case companies. In comparison, the case company with the shortest
history of disclosing sustainability information began doing so in 2015. The primary information we
searched for in the document review were sustainability goals, KSIs, main focus areas and what

reporting framework and guidelines they are following.
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3.4 Data Analysis

A general analytical procedure was applied to analyze the collected information from the interviews
and reviewed documents. This procedure involved three simultaneous flows of activities: reducing the
data, displaying the data, and drawing a conclusion and verifying the validity of those conclusions
(Miles and Huberman, 1994). The process began with data reduction of the collected data with over 6
hours of recorded material and a substantial amount of documents. As Merriam (2009) noted,
transcribing is a great tool for generating insights about the data. Our transcription consisted of over
32 200 transcribed words on 62 pages. Before the interview with C2, our tape recorder malfunctioned
and that interview was not recorded. However, we took individual notes during the whole interview
and compared them afterward with each other. We also wrote down all our notes in a document and
made a text of it to ensure the dependability of the data.

To manage the massive amount of empirical data, we structured the data based on its relevance to the
conceptual model (i.e. motivational drivers, reporting practice and implementation process of the
Swedish law on NFI reporting). The information that was irrelevant to the conceptual model was
discarded. The primary empirical data was then summarized into a data display (see 4.5). This approach
made the empirical data more structured and easier to analyze and discuss in relation to our conceptual
model. In addition, the data display facilitated comparisons among the case companies and detecting
patterns of implementation. According to Miles and Huberman (1994), by doing this it developed a
small set of generalizations that cover the consistencies found in the data and the linkage these
generalizations to a formalized body of knowledge. This can help us to draw the conclusions based on
the similarity and differences among the case companies in the implementation process of mandatory
NFTI reporting.

3.5 Research Quality

Due to the importance of researchers’ interpretation in qualitative studies, the research quality and
trustworthiness in this type of research were dependent on researchers’ judgments (Kvale and
Brinkmann, 2014). Therefore, Lincoln (1995) argued that it was equally important in qualitative
research, as in quantitative research, to use a systematic, conscious and comprehensive method to
reach sufficient research quality. Shenton (2004) explained that Guba’s (1981) proposal, regarding four
criteria that ensure trustworthiness in qualitative research, had been widely accepted by many
researchers. We will therefore also use these criteria when discussing the research quality. Guba’s
(1981) four criteria are: credibility (similar to internal validity), transferability (similar to external validity
and generalizability), dependability (similar to reliability) and confirmability (similar to objectivity).

Credibility

Achieving credibility is considered to be one of the most crucial factors to form trustworthiness in
qualitative research (Lincoln and Guba, 1985), in other words how well the findings were aligned with
reality (Merriam, 1998). To address this qualitative criterion, we took several actions to ensure that this
was accurately reflected. For example, before conducting interviews, an initial examination was made
by reading the case companies’ latest annual reports and SRs or NFI disclosures to familiarize ourselves
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with their sustainability disclosure and context (Shenton, 2004). We used a triangulation approach by
combining individual interviews and reviewing their SRs, annual reports and code of conducts. This
was a similar approach that Cho (2009) and Dumay et al (2015) used to investigate how companies
employed SR to gain and repair legitimacy. Guba (1981) explained that this approach enhanced
strengths and reduced weakness in the respective data source. Lastly, member checks were carried out
by allowing the respondents to read a first draft of the empirical chapter, which gave them the
opportunity to correct any perceived misinterpretations or wrong statements made on our part.

Transferability

Transferability is to what extent we could generalize our findings to cases in similar situations, i.e. how
other companies are going to implement mandatory NFI reporting (Merriam, 1998). Since this was an
explorative case study with four case companies, the findings are permeated by specific characteristics
in their context and reliant upon our own interpretation that inductively led us to identify patterns of
implementation (Shenton, 2004; Collis and Hussey, 2014). This hampers the transferability of our
findings and conclusions to other settings, which is a great limitation of using case studies as the
primary method for data collection. However, we increased the transferability of our study by
providing background information about our selection criteria of the industry and case companies as
well as external organizations, so that other researchers can make a decision on the degree of fittingness
for their own research (Guba, 1981). We also made the list of interview questions available in the
appendix to enable other researchers to compare their themes and questions with ours. In summary,
we have tried to improve our transferability by providing necessary contextual factors about the case
companies and external organizations, being transparent regarding how and when data have been
collected and analyzed, and by visualizing key findings in table 4 in section 4.5 (Lincoln and Guba,
1994).

Dependability

Dependability regards reliability of the study if the work was repeated in the same context using same
methods of interview and participants, then similar results would be achieved (Shenton, 2004). To
address the issue of reliability, in-depth methodology were described enabling the future researcher to
repeat the work to gain similar results (Guba, 1981). We thoroughly documented our research design
including details transcription of the interviews and provided details tentative project plan (see
appendix 2) to clarify how the task was undertaken. This schedule is describing the timeline of each
task.

Confirmability

Confirmability is how to ensure the work is objective and avoids bias resulting from preferences, beliefs
and assumptions of the researchers (Shenton, 2004). Triangulation was used to reduce our bias (Guba,
1983). As described in the credibility section, our data was triangulated in different ways to test our
bias. Also, in the transparency section, we provided a thorough description of how our interviews were
transcribed and the steps to present our finding and analysis. In the empirical findings chapter, we
provided a large number of quotes from our respondents that the readers can follow.
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4. EMPIRICAL FINDINGS

This chapter begins with a presentation of the four case companies and the two external organizations that constitute the
main data source for this thesis. The empirical findings are presented in accordance with the conceptual model over the
implementation process of mandatory NF1 reporting. This includes categorization of the findings as internal and external
drivers and a description of the reporting practices among the case companies. Lastly, the chapter ends with a summary
of the key empirical findings, which is done by a data display.

4.1 Description of Case companies and External Organizations
In this section, the description of each case companies and external organizations are briefly presented
with their background and experience of SR.

Number | Revenues | List type of .
. Business . SR
Company of in 2017 Stock Type of Business .
Markets experience*
employees (SEK) Exchange
Notdic counttries, .
J h Critical
r
C1 6000-8000 | >10 billion | Medium Cap | " orhc OH€ infrastructure >4 years
Buropean
i networks
countries

Diversified
C2 1400-1600 | >4 billion | Medium Cap | Nordic countries | industrial group of ~1 year

companies

Industrial
C3 2000-2400 | >1,6 billion | Small cap Northern Europe technological >10 years

consultants
C4 500-700 >1 billion Small cap Notdic countries | Water taps products >5 years

*Indicates the number of years experienced in publishing sustainability information

Table 2: A summary of the key facts about the case companies in this thesis.

4.1.1 Company 1

Company 1 (C1) is a medium cap company that was listed a couple of years ago. According to C1’s
annual report 2017, C1 is a leading Northern European provider of technical services for critical
infrastructure networks, with operations primarily in the Nordic countries and some other European
countries. In addition, C1 has published a separate sustainability report called “Sustainability Review”
for a couple of years. C1 is a signatory of the UNGC initiative since 2014 and are adhering to the
Carbon Disclosure Project (CDP). According to C1’s annual report 2017, the scope of Cl’s
sustainability activities and SR will become more versatile in the future and they believe that the
company’s NFI will henceforth be in line with the new EU directive and Swedish Annual Account
Act. In the past, C1 experienced some turbulence due to wrongful revenue recognition

4.1.2 Company 2
Company 2 (C2) is a medium cap company that was listed in 2015. C2 is a Swedish industrial group
that primarily acquire Nordic companies with a focus on SMEs that have leading market positions.
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They mentioned in their annual report 2016 that their ambition is to develop the subsidiaries and
achieve long-term value creation. The group companies are organized in different business areas, with
some groups are selling to both private consumers (B2C) and companies (B2B). C2’s subsidiaries have
own manufacturing plants and product development in-house. Like the other case companies, C2’s
main market is the Nordic countries, but they also have operations in other European countries. In
2018, C2 published their first sustainability report at the group level. C2 state in the same sustainability
report that they have developed a new group policy for sustainability and a group-wide HR policy that
all of their business units must follow.

4.1.3 Company 3

Company 3 (C3) is small cap international technological consultancy firm focused on developing
products and technical solutions for other organizations (B2B). C3 primarily operates in Northern
Europe. Compared to the other case companies, C3 has been listed for many years and has been
disclosing sustainability information (mainly on employees) for a long period of time. The disclosures
of sustainability information have been integrated into the annual reports for more than 10 years and
the company’s code of conduct is based on UNGC. Additionally, they mentioned in their annual report
2017 that they conducted a materiality analysis for a couple of years ago regarding the company’s
impact on sustainability, which resulted in the creation of five main perspectives that since then have
guided them in their sustainability work and SR.

4.1.4 Company 4

Company 4 (C4) is a small cap company and one of the leading manufacturers of water taps in the
Nordic region. They sell to both private consumers and companies. Also, C4 has its own factory where
their water taps are manufactured together with certain components to these taps. This is the first year
that the company releases its sustainability report, which is extensively detailed and integrated with the
annual report. The company assumes responsibility for sustainability and safe usage of water and
aspires to become the industry leader in environmentally and health-friendly solutions. C4 adds that
the company has a strong stakeholder relationship. Moreover, they mentioned in their annual report
2015 that a good relationship and an ongoing dialogue with the stakeholders are essential to ensure
that C4 is focusing on the appropriate sustainability issues.

4.1.5 Svenskt Niringsliv

Svenskt Naringsliv is Sweden’s largest and most influential business federation representing 49
member organizations and 60 000 member companies with a total number of employee greater than
1,6 million (Svenskt Naringsliv, 2018). Svenskt Naringsliv represents the interests of the members and
is involved in rulemaking concerning companies and markets in Sweden, as well as sustainability issues
thereby ensuring that legislation is in the interests of the members. In fact, Svenskt Naringsliv provided
feedback on the new Swedish law on mandatory NFI reporting. In addition, the respondents at Svenskt
Niringsliv stressed that SR frameworks contain stakeholder-oriented information, however, the
identities of primary stakeholders for an individual company varies depending on their context and
affiliation with industry (R8 and R9).
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4.1.6 CSR Sweden

CSR Sweden is the leading business network in Sweden for stimulating corporate social responsibility
(CSR) and the partner of CSR Europe. The main activities of CSR Sweden are to organize events for
companies to share experiences from their sustainability work, providing ongoing education within
different areas of sustainability (e.g. supply chain and anti-corruption) and help organizations improve
their SR, which includes training for the new Swedish law on mandatory NFI reporting. As pointed
out by R10, working with CSR is challenging when people have many different views on what
sustainability actually is. R10 argued that companies should integrate environmental, social and ethical
concerns into their operations and core strategies in close collaboration with their stakeholders to
produce the most relevant sustainability report.

4.2 Motivational Drivers behind Sustainability Reporting

Unsurprisingly, the drivers behind working with sustainability differ significantly between case
companies, as do the focus areas for SR. However, there are many common themes among the four
case companies which will be further discussed in the analysis and discussion chapter. The most
important circumstances in relation to external and internal drivers will hereafter be highlighted with
the following summary in section 4.5.

4.2.1 External Drivers

All case companies acknowledge that sustainability related laws are pushing them to improve their daily
business activities, but it is not the main incentive to be proactive in this area. Also, as R4 at C3
indicated, there are several other important sustainability related laws in Sweden besides the new
Swedish law on NFI-disclosure. For example, Sweden has the working environmental law
(“Arbetsmiljolagen”) and the anti-discrimination law, which require all companies to improve their
practice in these areas (R4 at C3).

However, there is another dimension of legislation on companies worth mentioning, namely that it is
crucial with regulation compliance when dealing with foreign companies. R3 at C2 explained that it is
extra critical for their subsidiaries to comply with the Swedish law when they are doing business with
companies (outside of Europe) that are associated with higher risk. Moreover, based on R3’s working
experience, it is equally important for B2B companies and C2C companies to comply with regulation
because both types of companies need to work closely with their suppliers regarding sustainability.
Yet, customers to C2C companies tend to have higher demands and expectations when it comes to
sustainability (R3). R1 and R2 at C1 argued that they are used to heavy regulation, i.e. it is a part of
doing business in their industry. R7 at C4 emphasized that C4 is required to work with sustainability
and communicate this regardless of existing regulation. C4 are acting on a market for the
environmental saving of water, i.e. a SR is an important tool to communicate their progress and
improvements to stakeholders. Still, the new Swedish legislation on mandatory NFI reporting has the
potential to push Swedish companies to report on more sustainability areas than before (R10). Even if
the reporting requirements for NFI have been altered in Sweden with the law compared with before,
it will not change the accountability situation between the individual company and its stakeholders.
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Although, the amount of information companies are required to make available to comply with the

law might enhance the possibility to hold companies accountable with more transparent information
(R9)

A common trait between the case companies is that they all have expectations from their customers
to work with and improve sustainability performance. Their home market is primarily the Nordic
countries where sustainability is viewed as a competitive advantage (R2 at C1). Still, based on the
interviews, it appears that C1 (mostly from large customers), C2 and C4 are exposed to higher customer
expectations than C3, which mostly focuses on better products, solutions and specific social issues
(e.g. gender balance and diversity). The other case companies are expected to address more
sustainability areas such as reduction of environmental impact, supply chain and health and safety.
Awareness of these expectations convinced many of C2’s subsidiaries to start working with
sustainability early due to the importance of offering sustainable products when dealing with suppliers
(R3 at C2). However, one outcome of companies being eager to satisfy their customers’ sustainability
demands and win customer contracts from larger companies, is that they have to adopt SR standards
(R10 at CSR Sweden). R1 at C1 stated the following on the pressure to meet sustainability demands:

“Joining the UNGC has been quite popular among customers, some of them require that their partners are
signatories of the UNGC 1o be able to win contracts.” (R1, 20180314)

In the role as CSR expert, R10 at CSR Sweden has also observed this development and explained that:

“This is very much the situation we have, namely that big companies send the global compact book to smaller
manufactures in other countries and just expect them to comply with it immediately, instead of understanding
that if we have signed-up for global compact, we need to follow that and help onr suppliers to understand it as
well.” (R10, 20180323)

In fact, it is only C4 that does not use any SR guideline or principles, but R7 at C4 explained that they
have been inspired by GRI and have received feedback from stakeholders to implement GRI in the
future. Furthermore, it is not only customers’ expectations that motivate companies to commit
themselves to sustainability, they are also aware of what their competitors do in this area. For example,
R4 at C3 mentioned that they are aware that some of their competitors have a separate sustainability
report. Lastly, C1, C2 and C3 are benchmarking themselves with large and prominent companies to
get inspiration for their own sustainability reports.

Nevertheless, when it comes to stakeholders other than customers and suppliers, the pressure to
become more sustainable is lower. R8 and R9 at Svensk Niringsliv described that their understanding
of investors’ interest in SR usually is how companies’ CSR activities relate to their value drivers. Since
many investors do not have time to read and go through all the reports, they tend to send out
questionnaires to companies with specific questions based on what R8 and R9 have been told by their
member companies. However, this practice with questionnaires has not yet reached the case companies
in any larger extent. C1 seems to be the company that received the most questions and requests from
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investors compared to C2, C3 and C4. R2 at C1 explained that this is due to certain investment policies
by investors, which is a growing trend in general. In addition, investors also consider if companies are
involved in for example environmentally sensitive industries or are active in higher risk markets (R2).
According to R3, C2 has received a few questions about sustainability. Meanwhile, investors at C3 and
C4 have shown little interest in sustainability until now.

4.2.2 Internal Drivers

All respondents in the case companies emphasized the numerous benefits of working with different
aspects of sustainability. It is evident that they all have a strong business case in mind for why their
companies should work with sustainability. It can for instance, bring beneficial improvements to their
business in terms of providing better products and solutions, improving work environments, reducing
supply chain risks and lowering the environmental impact (R1 at C1; Sustainability report C3, 2017;
R7 at C4). According to C3’s sustainability report in 2017, their greatest contribution to environmental
improvement was developing more energy efficient products and solutions. Furthermore, during 2017
C4 expanded their focus on sustainability and took actions to identify areas of sustainability subject to
improvement by said company (Sustainability Report C4, 2017). R7 revealed that the top management
team at C4 strategically decided to enhance the importance of sustainability in their corporate strategy.

In addition, R2 explained that C1 is a “field company” with thousands of employees, which means
that health and safety conditions are critical for C1 to be successful in their sector. Moreover, it can be
very expensive for them in the longer perspective if they neglect the working environment, or as R2
phrased:

“As a CFO, the area where 1 see the company can get the most bang for the buck is obviously to get sick leave
done in the company, that is extremely important for us to have a low sick leave and make sure that people
actually are going to work every day” (R2, 20180410)

Another beneficial aspect of working with sustainability is that it attracts talented people, especially
belonging to younger generations, which is necessary to retain the best employees in the sector (R2 at
C1). Interestingly, some of the respondents emphasized that working with sustainability is important
for them personally (R1, R6 and R10). R6 explained that:

“One of the reasons why I like to work for C3 is that we have a history of working with sustainability, it is
not something we have started to do recently or becanse people talk about it more now.” (R6, 201804035)

When it comes to the internal dynamics of sustainability decisions within companies, R10 put forward
that CSR people usually do not have the same influence as other employees (i.e. actors) in the
organization. This is due to the strong business considerations regarding price and quality, where risks
such as working environment conditions are less prioritized. This is exemplified by R10:



“Ut is always abont price and quality, but you also need to be able to see the risks. In my opinion, I do not think
that CSR people have the mandate, while purchase people do not think CSR people are important enough. So,
1t has to be the tone at the top who points with the hand that we demand you to do this.” (R10, 20180323)

In line with this, R3 stated that it has to be the board and CEO that “set the standard” for what
ambitions the company should have when it comes to sustainability. According to R3, top management
has two main options to choose between; either the ambition level should be set above minimum
requirements to make it a strategic position, or the company could be satisfied with complying with a
level requiring the least amount of efforts. At C2itis the subsidiaries’ CEOs that decides what ambition
level they should strive for beside the group-wide sustainability and HR policy that all subsidiaries must
adhere to. A couple of C2s subsidiaries are using sustainability as a tool to differentiate themselves
from their competitors and have been doing that for many years (R3). As mentioned earlier, the top
management in C4 become involved with sustainability after deciding to make it a strategic priority.
Also at C3, the work with sustainability is mainly driven by top management that decided to appoint a
sustainability manager (i.e. R4) for the first time in 2017 and included R4 in the top management group.
However, C1 had a slightly different view, because they recognize that the operative level has a huge
influence in identifying areas of improvement within health and safety for instance. The operational
level also captured requirements from their customers, while the compliance work was driven by
management (R1 at C1).

4.2.3 How the Case Companies Work Internally with SR

The case companies differ with regard to where the main responsibility for the SR lies and how it is
produced. At C1 it is R1 who acts as the sustainability manager and assumes the main responsibility
for the sustainability report, while their CFO R2 is chiefly responsible for the whole annual report and
press releases. C3 has the same arrangement as C1, where R4 handles the sustainability report and their
CFO (R5) has the overall responsibility for the annual report. In addition, they also have a separate
communications manager (R6). C4 has a similar responsibility structure as C3. Lastly, C2 is an industrial
group of companies and has appointed R3, the role of finance manager, which encompass managing
all forms of external reporting including their SR on a group level.

The separation of responsibilities appears to impact their practical work with preparing the SRs. C1,
C3 and C4 are involving more departments when working with the SR, while R3 at C2 works alone by
gathering and compiling sustainability related information from their subsidiaries. R4 at C3 explained
that their collaborative approach is:

“More of an iterative process where we include input from stakeholders on my side, while I am working closely
with our communication department, where R6 is working, and also with finance function with R5 and our

anditors.” (R4, 20180405)

All case companies collect sustainability information continuously throughout the year to monitor their
KSIs and following-up their sustainability performance. One challenge is that neither of them have

(29]



any good systems in place to track and gather sustainability information, which force them to rely on

internal reports and briefings.

4.3 Reporting Practice

All case companies disclose differently how they identify and engage stakeholders. The process of
determining what information matters to stakeholders reveals that the necessary decisions, the
materiality analysis and their responsiveness to stakeholders’ expectation are varied among the case

companies.

4.3.1 Stakeholder Inclusiveness: Identification and Engagement

The stakeholder identification and engagement are evaluated based on reviewing explicit statements
within the case companies’ annual reports and sustainability reports. This evaluation also incorporates
the interviews conducted with the respondents in the case companies about their methods and reasons
for engaging with the stakeholders. As a result, all case companies identified their primary stakeholders
to be investors, customers, employees and suppliers. This identification is shown in different
disclosures throughout the annual reports and sustainability reports. For instance, C1 mentioned in
their annual report 2017 that:

“Various stakeholders demand more exacting standards in corporate responsibility and they expect that a
company's commitments will go beyond policy statements.”

However, R3 at C2 also described that stakeholder engagement sometime can take place on different
levels within a company:

“At the group level, there is not much involvement with stakeholders at the moment, but consumers might be
more interested to take part in what onr business units have done in the sustainability area.” (R3, 20180327)

Interestingly, other stakeholders such as local communities, NGOs, trade unions, and governments
are less mentioned during the interviews and in their published documents. From our review of the
case companies’ published annual report and sustainability report in 2017, it is clear that the section
devoted to stakeholder identification rarely explains the basis of identification.

On the other hand, C4 listed down in its annual report the groups of internal and external stakeholders
and did set up an internal workshop to identify who their stakeholders are and who they should talk
to during 2017. Thus, the workshop was conducted for stakeholder identification. In addition, C4
conducted interviews as part of its stakeholder engagement with representatives from different
stakeholder groups such as owners, employees, suppliers, customers and local authorities. The
responses were collected and analytical tools were applied to analyze the input from different
stakeholder groups. For example, R7 at C4 highlighted that:



“During the interviews, the stakeholders had to give us this input. The interviews were formal n order to get
their views and their values on how important different things are. Then we put their input into the stakeholder
analysis and from that, we got the input on how important things are for them.” (R7, 20180419)

However, it appears that most of the case companies are reserved themselves to engage in two-way
communication which means that they only collected input from stakeholders and presented in their
report published to stakeholders. Common engagement methods that the case companies’ use for their
stakeholder groups is mainly shown through agreement, business transactions, policy and information,
all of which can be viewed as dominant engagement levels for the case companies. For instance, R1 at
C1 claimed that:

“I think it is normal that companies have to satisfy the expectations and needs for information about a company,

Jor example, one of our big customers, they are very interested in what the business partners do.” (R1,
20180314)

As such, the case companies that did not really identify the stakeholder and the stakeholder engagement
was seen through business transactions base on the stakeholder demand and expectation.

4.3.2 Determining Report Content: Materiality

Two of the case companies (C2 and C4) referred to their materiality analysis, which provides meaning
and criteria for determining the materiality of sustainability issues. C2 conducted the materiality
assessment by starting with understanding its management point of view within the group companies.
Therefore, CEOs from all subsidiaries were asked to participate in a questionnaire, pertaining to a so-
called screening phase (R3). The screening phase was followed by in-depth interviews with other key
staff members in the group, such as the CFO, environmental manager and other relevant employees.
This materiality process resulted in five major areas considered to be critical for all business units,
which became focus areas for the whole group (R3). Similarly, C4 used an internal management
workshop to identify their material sustainability issues with involvement from other relevant staff and
input from their stakeholder interviews. On this topic, R7 at C4 added that:

“We valued different inputs from stakeholders and performed a risk assessment on these inputs. Based on the
input, we discovered our top 20 risks, which we are currently acting on.” (R7, 20180419)

Meanwhile, C3 described in the annual report what their main sustainability perspectives are and that
they are relevant to their business without explaining how they determined these perspectives. Notably,
C3 has worked with sustainability for a long time, thus and could be expected to explain the basis for
their sustainability perspectives in more detail because of this. In their sustainability report for 2017,
C3 provided only a short sentence on the matter:

“We are focusing on those goals that are most relevant to our business and where we can contribute the most,

which is based on the materiality analysis we conducted.”
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R5 at C3 described this further by mentioning that they conducted an internal workshop for some
years ago, where they decided upon their sustainability perspectives. R4 and R6 explained that they
were not working at C3 when the internal workshop took place, hence they are not aware of the exact
details and arguments. Lastly, C1 is the only case company that has not performed a sustainability
materiality analysis yet. R1 at C1 stated that:

“What we have not done and what we certainly will do in the coming years is a materiality assessment.” (R1,
20180314)

R1 explained that one of the reasons why they have not conducted a materiality analysis yet is their
focus on "getting the house in ordet" after the turbulence caused by the wrongdoing of revenue
recognition. When that is done, C1 can move towards materiality assessments of their SR (R1).

From the review of the case companies’ annual reports and sustainability report in 2017, we were able
to extract their key sustainability focus areas (see table 3 below). C1, C2, and C4 are focusing on similar
material sustainability aspects. One possible explanation for why all these three case companies are,
for instance, addressing health and safety is because their employees are exposed to higher working
environment risks. In comparison, C3 is a consultancy company without production or physical
services, thus, health and safety are not as highly prioritized. Another common sustainability focus
area is the environment. This is not surprising since industrial companies’ activities are expected to
reduce the environmental impact in term of materials, emissions, waste, and physical transportation
requirements.

Table 3: Sustainability focus areas extracted from case companies’ annual report and sustainability report
2017.

C1 C2 C3 C4

Diversity, equality and

Health and safet NS
y non-discrimination

Employees Product performance

People and society Health and safety Business activities Health and safety

Material - -
Anti-corruption and

aspects | Environment . Customers Environment
human rights
Supply chain Environment Social Corruption
Environment

It is evident that those case companies that placed considerably more effort on stakeholder engagement
(C2 and C4) had more work when performing the materiality assessment. Despite the disclosure of
sustainability focus areas in the sustainability report, the following question remains unanswered: how
the case companies actually determine what their vital sustainability issues are. All of the case
companies employ general terms in their sustainability reports to explain what they consider to be
material, such as “relevant to our business” and “of importance for the organization”, but no company
elaborates the meaning of the term used. Additionally, R3 at C2 mentioned that the group companies
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need to consider what the material issues are for the entire group because some sustainability issues
might only be relevant for individual subsidiaries and not for everybody. R3 at C2 also added that when
deciding what to include or exclude in the SR for 2017, R3 kept in mind what C2 is good at, how they
can demonstrate that, be transparent about areas that could improve and how to illustrate all of this in
the SR. Some of the case companies admit that they have become inspired by the UNGC, the
disclosure requirement from the new Swedish law on NFI reporting and comparable or other leading
companies when recognizing material sustainability issues. For instance, R1 at C1 mentioned that:

“The Global Compact gives us certain guidelines and they involve health and safety, and environment, which is
very important for us. We have learned from other big companies and we have for example developed onr
reporting and monitoring of environmental issues during the last years” (R1, 20180314)

Even if the companies are performing some sort of assessments that could be interpreted as materiality
analysis, it is more of a general statement without defining the relative importance to different
stakeholders. Thus, it raises the question how stakeholder engagements meaningfully inform decision-
making and influence the degree of importance.

Obviously, the methods for materiality assessment vary across the case companies, which increase
customization in communicating company-relevant information and make it more difficult in terms of
benchmarking the case companies’ materiality practices. Furthermore, the case companies within the
industrial sector tend to adapt their material issues to favor corporate rather than sustainability goals.
Beyond this, evidence of the outcome of stakeholder engagement cannot be clearly observed. In almost
all of the case companies’ SRs, the planned activities for the focus areas are disclosed in general terms,
without explicitly providing an answer to each stakeholder group. Regarding materiality analysis, most
of the case companies, are involving experts in the process of identifying their main sustainability focus
areas to disclose in the SR. 3 case companies have recruited professional firms, as exemplified below
by, R1 and R2 at C1:

“By having onr advisors, we have easy availability of what new regulation means to us and what impact it has.”
(R2, 20180410)

“One of the things our advisors pointed out for us, in the beginning, was that we focused too much on reporting
past performances. This encouraged us to disclose our targets and goals setting” (R1, 20180314)

Therefore, third-party experts play an important role in helping SMEs identify the material issues, key
focus areas and to make sure to cover all issues for their SR.

4.3.3 Responding to Stakeholder Concerns: Responsiveness

From the interviews, the majority of the case companies identified their material sustainability issues
from internal stakeholders’ perspectives (i.e employees and top management) and through engagement
methods with mostly customer and suppliers as mentioned eatlier. Most of the responsiveness is seen
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through the company’s governance structure, corporate strategies and policies, performance and
communication with its stakeholders. To this effect, R2 at C1 mentioned that:

“We are committed to making sure that we actually work according to these policies.” (R2, 20180410)

All case companies updated their code of conduct and different policies. For example, it was an
important milestone for C2 that the board of directors introduced the group-wide sustainability
policies during the year 2017. Specifically, the main focus area for C2 is diversity, equality and non-
discrimination and the C2 respond to this by introducing group-wide HR policy. The company
encouraged CEO of all its subsidiaries to initiate a program to attract more women employee. Another
example from C1’s SR in 2017, the company has also established new and updated:

“Group policies have been updated including Accounting and Controlling, Code of Conduct, W histleblowing,
the CEQ instructions and the Work Order for the Audit Committee. The changes and new key principles have
been commmunicated and cascaded thronghout the organigation and to administrative bodies.”

How the case companies respond and communicate their sustainability practice to their customers and
other stakeholders is highly variable. All case companies have adopted sustainability into the formal
strategies and policies that they follow, which are expressed in their code of conducts. In addition,
responsiveness is also displayed through their daily routines concerning issues like transportation,
relationship with suppliers, and contact with customers, company purchases and business routines.
For example, as C4’s business relates to environmental issues specifically, all business activities and
product development have taken sustainability issues into account. R7 at C4 mentioned that:

“We have different action plans relating these issues. From the materiality analysis, it is not so many new things
that we do not know, it is more to check on what we have missed.” (R7, 20180419)

Corporate sustainability has become part of how the company operates a business. However, the
question arises whether responsiveness through strategies, policies and SR actually shows the truth of
what the companies are doing or not. However, there was an argument from R10 at CSR Sweden
that:

“Ut is easy to report, but to ensure that what you say in the report is true is a completely different thing. 1t is
easy to have policies, but to be really sure that the policies are working is a completely different thing.” (R10,
20180323)

The truth about what the company is doing with sustainability, it does not depend on how long the
SR is, it depends on how relevant the information is and what they are doing in their daily business
activities in relation to sustainability.



4.4 The Implementation Process
In this section, the implementation process that each case companies has done for the implementation
of this new Swedish law is presented.

4.4.1 Company 1

R1 stated that the company began to gather and collect quantitative data for two of their focus areas;
employees and health and safety. Notably, R1 added that the company used external consultants to
produce their sustainability report in a more structured way when they prepared for the new Swedish
law and EU directive, as demonstrated below:

“When we reviewed a couple of our policies, such as diversity statement and the diversity of governing bodies,
which means the board, we had to do make some adjustments.” (R1, 20180314)

R1 and R2 added that the new Swedish law has limited impact on the company’s sustainability report.
However, the company has been working on updating different corporate policies recently to be more
relevant for internal purpose. Of notes, a new whistleblowing policy has been implemented to comply
with the new law regarding the mandatory area of preventing corruption. R1 expressed the following:

“During this year, there has been a focus on getting onr policies in place and people in place. The next area is
to matke sure we roll out the policies and adbere to them, which is a process many companies will have to work
within a much more structured way than before. That is one of the good things when you publish corporate
policies that you have to matke sure that people not only read the code, but they also live by it.” (R1, 20180314)

According to R1, this development leads to management discussion about the target setting:

“Ut is also a management discussion that, we have set targets, as everything depends on the target setting. We
have medium-targets and current plans. 2017 was the last year of the medinm-term target setting, which means
that we have created a new plan reaching to 2020.” (R1, 20180314)

The Group CFO (R2) added that by planning and setting targets for sustainability, the company knows
exactly what needs to be achieved. For instance, C1 has a lot of plans when it comes to employee
engagements concerning health and safety, which is the primary focus area of the company.

“Tnn our employee’s engagement survey, we received the feedback on what we should improve in the results. That
is one way of testing the stakeholders need.” (R2, 20180410)

To summarize the implementation process of the new Swedish law made in C1, they have updated
some of their critical sustainability documents and kept their former sustainability KSIs but renewed
them. In terms of reporting, C1 has changed the name from “Sustainability Review” to “Sustainability
Report”, and have added a sustainability summary in the annual report for the first time. The
sustainability report is still separated from the annual report, but that might change in the future (R1).

[35]



According to R2, they are aware that some investors prefer to invest in companies with separate
sustainability reports. Furthermore, C1 has not used GRI or any other reporting framework for their
SR yet. R1 emphasized that GRI, for example, brings high costs and is very time-consuming to comply
with. Hence, it is not appealing for C1 to apply GRI or similar framework at this stage. R1 also stressed
that it is essential that a SR has:

“The right balance between the reality of your business and company in relation to risk-sensitivities and
Regutation.” (R1, 20180314)

Finally, it appears that C1 disclosed more information in their sustainability report for 2017 compared
to previous years. One thing they have incorporated into the report for 2017 is the use of references
to other parts in the annual report, as well as highlight the most relevant governance policies for the
individual focus areas in the sustainability report. For instance, C1 crossed reference the governance
and risk management discussion between sustainability report and annual report. Also, C1 introduced
a program for their subcontractors for two years ago, that can be interpreted as a flagship programme,
which remains to this day.

4.4.2 Company 2

As mentioned previously, C2 published their first SR in 2017, which was an integrated part of the
annual 2017 report. In the two previous years, C2 disclosed briefly on sustainability related information
(e.g. supply chain and employee). Therefore, it took a great amount of implementation work to publish
their first SR on the group level and to comply with the new Swedish law. C2 carried out their
implementation work in different steps. First, C2 performed a materiality analysis with the help of
consultants on both subsidiary and group levels (as explained in the 4.3 section). R3 explained that the
group companies are facing various types of sustainability challenges. For example, some subsidiaries
are more exposed to corruption risks in foreign markets, while others need to make sure that workers’
rights are respected by suppliers. Thus, it is essential to find the right balance regarding focus areas in
C2s SR for the group (R3). Due to the diverse risk exposures within the group, C2 allows individual
subsidiaries to publish their own SRs to fully report on “what they are doing” to their customers. As a
result, there are group companies that publish their own SRs despite that C2 has published the first
group-wide SR (R3).

Secondly, essential policies have been revised such as code of conduct and new important policies like
the first group-wide sustainability policy have been introduced. R3 admitted that some of the
mandatory areas to “disclose or explain” in the Swedish law are challenging to disclose on a group
level. For example, the group’s environmental impact is mainly generated within the subsidiaries, but
there are other areas where C2 at a group level can exert a greater influence. Therefore, C2 has launched
a new HR policy to increase equality, diversity and improve career development for women within C2,
which could be regarded as a future flagship program in C2. Lastly, to comply with the Swedish law,
C2 did again hire consultants and conducted more interviews within the organization to gain a deeper
insight of what the group is doing within sustainability. They wanted to find a way to mitigate risks, to
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best educate staff and to know if something needed to be changed in the group to comply with the
law. R3 emphasized that:

“The group consists of very different companies that are selling different kinds of products and solutions with

different requirements. This means that we are in different situations with diverse conditions and obligations.”
(R3, 20180327)

Therefore, C2s SR for 2017 is structured into four major sustainability areas ( 1) diversity, equality and
non-discrimination, 2) health and safety, 3) anti-corruption and 4) environment) derived from the
materiality analysis. The SR provides an overview of the current situation in the four respective areas,
describing risks and present a real case from one of their subsidiaries in connection to these areas. In
addition, C2 discloses many new KSIs for the focus areas. R3 mentions that they have discussed
reporting on other KSIs as well, but this has been curbed by the difficulties to collect necessary data
from all group companies. C2 only discloses KSIs containing data from the whole group.

Interestingly, C2 has not applied GRI or any other reporting framework, despite following UNGC and
UNPRI. This decision is in line with C1’s and C3’s practice of adopting a few sustainability principles,
but not using any reporting framework. R3 argues that it would be extremely difficult for C2 to adhere
to all requirements in all group companies because C2 is a diversified business with many different
obligations. However, R3 has experience of GRI reporting from former positions in other companies
and does not rule out that C2 might use GRI or something similar for future reports.

4.4.3 Company 3

Not surprisingly, C3 has no significant change in its SR for 2017 compared to their report in 2016,
since the company has been working with sustainability issues for many years. For example, R6 said
that:

“It is not like we are making a completely new concept for our sustainability report. We have already a good
basis to stand on, we just adjusted it to make sure that we meet the requirements.” (R6, 20180405)

However, R4 highlighted that the company has tried to increase the quality and relevance of their SR.
This ambition is not mainly due to the new legislation, but rather part of an eatlier plan to make the
SR more relevant and better reflect what they are doing. This is evidenced by the appointment of R4
in 2017 to be the sustainability manager, which is a completely new role in the company. R5 pointed
out that they have added more references in the SR to other sections of the annual report such as the
business model section, risk management section and disclosure of a few new KSIs. The following was
put forward by R6:

“There are some numbers that we have added this year, including references we made to different parts of our
annual report, especially the part about gender balance and the employee.” (R6, 20180405)



R4 argued that since C3’s greatest contribution to sustainability is through the services to customers,
the SR should reflect that and be integrated with the annual report instead of separated as opposed to
the practice of some of their competitors. In order to create high customer value, it is important that
C3’s employees are thriving. Therefore, it is not as relevant for C3 to quantify different kinds of tables
or environmental footprint (R4). Rather, for C3 it is more pressing to report the progress of their
flagship programme to reach gender balance among the employees and diversify the workforce.
However, C3 updated their quality and sustainability policy during the last year, a step that was mainly
driven by the need to become more relevant rather than adhering to the new Swedish law (R4). Similar
to C1, R6 mentioned that some shareholders have their own guidelines for how companies should
work with sustainability, to be eligible for investment, and the content of documents such as code of
conducts are important in this respect.

4.4.4 Company 4

C4 has a history of disclosing some sustainability information in their annual reports since 2011 (the
latest year with available annual report), which mostly have been focused on employees, production
and suppliers. This is the first year that C4 has published a SR and they decided to integrate it with the
annual report for 2017. Thus, the company has conducted extensive preparatory work to create a whole
new sustainability report and to comply with the new Swedish law. However, R7 explained that this
work is also part of C4’s strategic decision to make sustainability an integral part of the core business
strategy and to improve previous performances in this area. In practical terms, the Swedish law has
changed how C4 collects sustainability data from other functions in the company and externally. For
example, R7 at C4 said that:

“There is much more information that needs to be disclosed today. 1t is a big change to collect data from the
whole group and make it understandable for the reader.” (R7, 20180419)

Regarding what they have done to comply with the law, R7 returned to the change in how they collect
data:

“T do not think we have to adjust so much to comply with the law. Instead, what we need to do is to collect the
data in a more efficient way. Now we have to ask for it and pegple are not alhways prepared for that. For next
year, we will set up a more structured data collection system and maybe in the future involve digitalization.”
(R7, 20180419)

There have also been organizational changes in C4, as they appointed a sustainability manager in 2018,
a previously non-existent role in the company. Notably, C4 conducted stakeholder and materiality
analysis with the help of consultants during 2017 as a part of their strategy to improve sustainability
performance and create a completely new sustainability report. The analyses revealed that they were
already acting on many of the stakeholdet's concerns, but it was a good way to investigate what the
stakeholders care about and if something has changed. In addition, these findings convinced C4 to
update the information on its sustainability focus areas including risk and risk management. In
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response to the materiality analysis, C4 began highlighting main sustainability focus areas, disclosing
more KSIs, updating internal governance policies and created a risk matrix. Furthermore, C4
established a KSI about how much revenue that originates from sustainable products (21% in 2017),
which can be interpreted as a flagship KSI. Speaking on how paramount KSIs are, R7 at C4 said that:

“If the big goal is going to happen in 2030, you have to cut the big elephant into smaller pieces. We measure
onr targets in KSIs and we will update these sustainability goals every year. We have set up short-term goals to
reach our long-term goals.” (R7, 20180419)

At the same time, the package of sustainability related policies have been reviewed to make it more
structured and in compliance with the new law. Like C1 and C3, C4 uses references within the
sustainability report to connect to other parts of the annual report for 2017. Lastly, C4 did not apply
any reporting framework for their new SR in 2017. R7 explained that they were advised by external
consultants, who helped them with their preparatory work, not to use GRI this time. Following GRI
would require extensive disclosure, which presently is not feasible for C4. However, R7 said that they
have been inspired by GRI and the goal is to use it in the future. Also, GRI could serve as an excellent
“checklist” (R7).

4.5 Data Display

The empirical findings presented in this chapter are summarized in the table below. The structure of
the table is based on the theoretical framework and the conceptual mode over the implementation
process of mandatory NFI reporting. Therefore, the table discloses key findings for the four case
companies in relations to motivation drivers, reporting practice and how they are implementing the
new Swedish law on NFI reporting.



Table 4: Data displays of the key empirical findings.

C1

C2

C3

C4

1) Drivers

EXxternal drivers

Legislative pressure

Highlight in SR 2017 that they "are well prepared”
for the new EU directive.

Extra important to comply with laws when dealing
with foreign countries.

Other laws, then the new Swedish law on NFI
reporting, are driving SR.

They would need to work with sustainability and
SR despite the new Swedish law on NFI reporting.

Industry pressure and sustainability reporting
standards

Benchmarking against competitors and other
companies.

Benchmarking against competitors and other
companies.

Benchmarking against competitors and other
companies.

Sustainability is important in their niche.

Stakeholder pressure

High expectations from big customers and
medium pressure from investors.

High expectations from customers on the
subsidiaries, but low level of pressure from
investors on a group level.

Low stakeholder pressure from investors and
customers.

High expectations from all types of customers.

Internal drivers

The business case

Sustainability as a way to attract and retain
employees.

A good practice to mitigate operational risks.

Strong business case for many subsidiaries.

Sustainability as a way to attract and retain
employees.

Strong business case, also part of the overall
corporate strategy.

Internal context and actors

Both operational and management level drive the
sustainability work forward.

CEO "set the standard" both on group level and in
subsidiaries.

Mostly top management drives the sustainability
work.

Top management highly involved.

Internal factors

Several departments involved in preparing the SR.

Finance manager gathers all relevant information
from subsidiaries and compile.

Several departments involved in preparing the SR.

Several departments involved in preparing the SR.

2) Reporting practice

Stakeholder inclusiveness

Involvement with stakeholders through
agreements and business transactions.

Primarily involve internal stakeholders such as
CFO and management from each subsidiary

Involve business stakeholders mainly the
employees through employees’ survey.

No involvement and dialogue with other
stakeholders.

Initial work to pinpoint what we should do and
who should we talk to.

Conduct interview and workshop with
stakeholders within the value chain.

Determining reporting content

No materiality analysis has been done.

The focus areas identified through nature of the
business and using UNGC as the base.

Screening phase by sending out questionnaire to
CFO of each business units and conduct an
interview with various management to identify the
material sustainability issues.

Materiality analysis has been done a couple of years
back through the internal workshop

Value the different inputs and set up risk
assessment.

Scale the input from stakeholders and range it
from important to very important.

Responding to stakeholder concerns

Adopt the sustainability through strategy, code of
conducts and various policies.

Update different policies to be more structured.

Management setting target up to 2020 on its major
focus areas.

Look at risk driven and follow up the performance
of the material issues by setting up KSIs.

Adjust the KSIs according to the relevant
situations.

Introduce group sustainability policy

Adopt the sustainability through strategy, code of
conducts and various policies

Reformulate goals of sustainability as part of
corporate strategy.

Set up a short-term goal for 2020 and stretch up to
2030.

3) Implementation of the law

Published SR before/disclosed sustainability
information?

Published separate sustainability report and signed
the UNGC in 2014

No. Disclosed very briefly about sustainability
information in their annual reports for 2015 and
2016.

Disclosed sustainability information since 2008 in
one section in the annual report called "Sustainable
Business".

In 2013, 5 sustainability perspectives were
established, which have been used since then.

They have been disclosing some sustainability
information since 2011, which primarily have been
about employee, production and suppliers.

Recent change in governance and/ot personnel
structure in relation to sustainability
responsibilities?

New whistleblowing policy and anti-corruption
policy.

Updated major policies such as human resources
policy, environmental policy, code of conducts and
other policies.

Updated plan for 2018-2020 with the same
sustainability focus areas as before.

Updated code of conducts and other sustainability
related policies both on the group level and in
subsidiaries level.

The Board of Directors adopts first group
sustainability policy in 2017. Described as a
milestone in the annual report 2017.

Appointed a sustainability director in 2017. This is
a new role and has not existed previously.

Updated their sustainability policy in a more
structured way.

Appointed a sustainability manager in 2018. This is
a new role and has not existed previously.

Updated environmental policies and other policies
related to sustainability.
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Companies’ views of the new Swedish law on NFI
reporting

There is some room for interpretation in the law,
but they are used to be regulated in their sector.

New legislation has small impact on the company’s

SR.

Mostly positive toward the law, but concern over
adding more administrative work in the
organization.

The Law has increased the amount of work and
requires more involvement and support from
different functions.

New legislation has small impact on the company’s
SR.

Mostly positive towards the Law, but minor
concern that it will increase the amount of work.

Primary preparation actions taken

Updated various policies and future plans. They
have added a summary of the SR in the annual
report, which is new.

Gather and collect more quantitative information
for Employee and Health & Safety.

Performed a screening phase and materiality
analysis for all business units in the Group and at
the Group level.

Creating a whole SR for the first time at group
level.

Tried to increase quality and relevance of the SR.
They took a "soft approach”.

Performed a stakeholder analysis, materiality
analysis, and created a risk matrix.

Big change in how to collect data from the whole
group to make it understandable in a structured
way.

Creating a whole SR for the first time at group
level.

How SR 2017 differs from previous years’
reports?

Increase/dectease/unchanged amount of
information?

Slightly more information and referencing to other
parts of the annual report in their SR.

Extensive information in each sustainability focus
area. It includes the motivation of why these areas
are relevant, risks within the area, and case
description from business units.

No significant change in SR 2017 compared to SR
2016 and back to 2013.

There are more references in the SR 2017 to other
parts in the annual report, such as the business
model section and risk section.

Extensive information in key sustainability areas,
which is complemented by a risk and risk
management matrix.

There are more references within SR 2017 to other
parts of the annual report.

Separated or integrated sustainability report?

A separate SR and summary of sustainability
information in the annual report.

Integrated sustainability report in the annual
report.

Integrated sustainability report in the annual
report.

Integrated sustainability report in the annual
report.

New "sustainability focus areas" and/or goals

(KSIs)

Maintain 10 existing KSIs and add one new KSI.

Disclosing more KSIs for each focus area.

No change from previous year.

Highlight the three new main sustainability focus
areas. They have added several new KSIs.

The primary focus of SR

Healthy and safety and Employee.

Diversity, equality and non-discrimination; and
health and safety.

Employee.

Reduce company's environmental impact in
manufacturing and aim for a more sustainable
supply chain.

Introduction/retaining of "Flagship programme(s)"

Introduced a specific supply chain program in
2015 and categorize suppliers based on risk levels.

Launched new program in 2016 with the purpose
of increasing equality and diversity in the Group.

The program aims to improve career opportunities
for women.

Introduced a new goal to improve the gender
balance in the company. The goal is to reach a
40/60 balance between women and men in 2022.

Disclosed a new KSI that monitor how much of
their revenues that comes from sustainable
products.

Usage of sustainability reporting
guidelines/principles

UNGC and CDP.

UNGC, OECD’s guidelines for multinational
enterprises, and UNPRI.

UNGC.

Do not use any guidelines or principles.




5. ANALYSIS AND DISCUSSION

This chapter covers the analysis of how the case companies have implemented the Swedish law on NFI reporting,

which will be discussed in connection with our theoretical framework. The analysis is carried ont in accordance with
the conceptual model over the implementation of mandatory NFI reporting. From that, we were able to derive four
patterns of implementation from the analysis. These patterns will be further explained in terms of characteristics,
impact on the sustainability report and legitimacy bebavior.

5.1 Implementation Process of Mandatory NFI Reporting

Based on the data display in 4.5, the case companies have taken major implementation steps such
as; updating and creating new internal governance policies, conducting materiality analysis, bringing
in consultants, changing the sustainability report content and hiring persons with sustainability
competence. It is obvious that all of the case companies shared one common feature; they have
implemented and adjusted their sustainability reports in a specific way to comply with the Swedish
law on NFI reporting. This means that the case companies have applied these major steps and
other implementation actions to a different extent with consideration to their core business and
related conditions. However, it is unmistakably clear that the two case companies, C2 and C4, have
undertaken a greater amount of preparatory work to implement the Swedish law than the other
two case companies, C1 and C3.

The text in this section is structured in accordance with our conceptual model of implementation
of mandatory NFI reporting. We are going to analyze and discuss the similarities and differences
between the case companies in terms of motivation drivers and each company’s reporting practice.
This will be done from a perspective of institutional, strategic and material legitimacy that has been
proposed by Suchman (1995) and Dumay et al (2015).

5.2 Motivational Drivers behind Sustainability Reporting
The motivational drivers behind SR will be categorized into external and internal drivers again as

they were in the theoretical framework.

5.2.1 External Drivers

The case companies’ views of the Swedish law on NFI reporting could, in general, be described as
positive but with some concerns. C2 and C4 said that their workload will increase due to this new
law, while C1 and C3 emphasized that the new Swedish law did not have any larger impact on their
sustainability reports or way of working with sustainability. This is clearly shown in the lower
amount of preparation work they have undertaken in C1 and C3 compared to C2 and C4.
Schaltegger and Burritt, (2010) explained that compliance of SR can be concentrated on different
aspects, e.g. what has to be complied with and how to use SR to improve sustainability
performance. All of the case companies recognized that compliance is vital, especially if you are
conducting business with foreign companies or are active in higher risk markets. Interestingly, C1
was the only case company who strongly emphasized, both during the interviews and in the
sustainability report and annual report, that “they are well prepared” for the EU directive on NFI
reporting (i.e. focus on what has to be complied with). This might be explained by the nature of
C1’s industry, which is heavily regulated according to R1 and R2 at C1. On the other hand, C2’s
and C4’s implementation process appeared to have been more concentrated on creating a material
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sustainability report for their stakeholders (i.e. aim to improve their sustainability performance),

rather than mainly to comply with the Swedish law.

Beck et al (2015) argued that drivers behind institutional legitimacy emerge from the external
environment, which means that organizations adapted to current cultural norms and regulations.
They suggest that one way of adapting to current norms and regulations is by applying SR
frameworks or principles. As the data display (4.5) shows, the case companies in our study appear
to prefer SR principles over SR frameworks. For example, C1, C2 and C3 are all using UNGC
which is similar to our discovery from the screening process of Swedish listed industrial companies
on the medium and small cap (explained in 3.3.1), i.e. many of them seem to embrace UNGC over
other SR principles and SR frameworks. In addition, this is also in line with the findings made by
Higgins et al (2014) that isomorphism caused companies to mimic each other to adjust to social
and institutional pressure. Likewise; C1, C2 and C3 revealed that they are all benchmarking their
SR against competitors and other leading companies. Thus, it is not unexpected that a specific
reporting principle/framework dominates over others when it appeats to be more institutionalized
in the Swedish industrial sector (Bebbington et al, 2012).

However, it is striking how reluctant the case companies are towards GRI, despite its prominence
and being highlighted as a suitable framework to use when implementing the new Swedish law on
NFI reporting (Levy et al, 2010; FEE, 2016; GRI, 2017). The GRI organization pledged that their
framework will bring many benefits in term of enhancing comparability, verifiability and general
acceptance of SR (Willis, 2003), and helped organizations to align their mission with sustainable
development (Massa et al, 2015). Still, scholars have already identified several challenges and
problems with using GRI (Arena and Azzone, 2012). In our case study, we have discovered that
Swedish listed industrial SMEs think GRI brings too high costs for the business and requires too
much time (C1). Also, C2 argued that GRI is challenging to apply because to disclose aggregated
information for all GRI indicators, you need a large amount of data from within the organization
(C2 and C4). That is a problem if you are a diversified industrial group of companies with many
different obligations (C2). Yet, all respondents are aware of GRI, and as R7 at C4 explained, it can
serve as an inspirational source for companies. Lastly, our findings that GRI has not been applied
by the case companies to implement the Swedish law on NFI reporting support previous findings
made by Borglund et al (2010), who concluded that many Swedish state-owned companies felt it
was difficult to use GRI when they had to publish mandatory NFI reports for the first time.

Unlike the noticeable concordant findings for the legislative and industry pressure on the case
companies, stakeholder pressure seems to be mixed and varied. Notably, investors turned out to
have low interest in how the case companies are working with sustainability and SR. As R8 and R9
at Svenskt Niringsliv explained, investors usually send out questionnaires about sustainability to
companies, because they do not have time to read all the reports. Still, no questionnaires appear to
have been sent out to the case companies, which is a surprise since the Swedish law is supposed to
increase transparency and enable investors to make more comprehensive investment decisions.
However, our results pointed to the opposite, namely that investors have not become more
interested in sustainability performance than before. In fact, it is rather evident that the
accountability situation has not changed between companies and their stakeholders as R9 argued.
Nevertheless, the industrial sector has been identified as one of the most environmentally sensitive
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industries there are (Deegan and Gordon, 1996), but investors might be satisfied with earlier
sustainability performance in the case companies.

In contrast to the absence of investor interest, all of the case companies are exposed to high
pressure from their customers. Sarbutts (2003) stressed that CSR activities, such as SR, should be
viewed as risk management custom to avoid losing important stakeholders and destroying their
brand value. All case companies appeared to be anxious about this, which is understandable
considering the high demands that Nordic customers set on them (e.g. address social issues, reduce
environmental impact and improve the supply chain). Therefore, it is not so strange that the case
companies started to actively work with sustainability early, which the majority of Swedish SMEs
do not (Tillvixtverket, 2014). Correspondingly, C1 and C3 have both published sustainability
reports voluntarily for a couple of years, while C2 and C4 have briefly disclosed sustainability
information in their annual reports. To conclude this section about external drivers, the case
companies do not appear to lack external incentives and drivers to produce a sustainability report;
yet, the external motives vary in strength for them.

5.2.2 Internal Drivers

Salzmann et al (2005) explained that companies can increase their wealth and profits by working
with sustainability activities and reporting. In fact, it appears that all case companies have realized
that working with sustainability and SR is beneficial for them, both in the short and long-term
(Carter and Burritt, 2007). Still, the business case is not only about wealth and profits, it is also
about risk and opportunities, and a means for companies to differentiate themselves (Gunningham,
2007; Schaltegger and Burritt, 2010). Correspondingly, the case companies are emphasizing
different aspects stronger of the business case to why they are working with sustainability. Notably,
the respondents at C2 and C4 stressed during the interviews that they have taken strategic decisions
to improve their sustainability performance. In fact, sustainability has become an essential part of
C4’s corporate strategy and their sustainability report a tool to communicate with stakeholders,
while C2’s subsidiaries are using sustainability to strategically differentiate themselves from
competitors.

Conversely, C1 and C3 emphasized the risk and opportunity side of the business case. The CFO
at C1 underscored how important it is for them to have a safe working environment for their “field
workers” to avoid fatal incidents and have a low sick leave. In comparison with C2 and C4, it
appears as C1 is anxious about losing money on sustainability issues, while C2 and C4 have implicit
realized that they can become more profitable by working with sustainability. From an outside
perspective, this is rational when considering that C1 is hefty regulated and exposed to higher
working environmental risks than C2 and C4. At the same time, C1 and C3 have understood that
working with sustainability is a hygiene factor to attract and retain top talents in their industry.

As discussed above, it is evident that C2 and C4 are driven by strategic reasons to work with
sustainability and SR. Likewise, C1 and C3 are also strategically aware of the benefits of working
with sustainability. However, the case companies are exploiting sustainability to achieve different
goals, which means that they diverge in their attempts to gain, maintain and repair legitimacy
(Suchman, 1995). In particular, it appears as the case companies’ management teams are “looking
out” by deploying pragmatic, moral and cognitive legitimacy to different breadth (Beck et al, 2015).
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For instance, we argue that C1 and C3 are applying more pragmatic legitimacy than C2 and C4,
because their primary focus is to maintain legitimacy and to preserve its social contract (Cho, 2009).
Thus, C1 and C3 are focusing on their core resources, i.e. their employees, to assure other
stakeholders that they are trustworthy and a “good corporate citizen”. Whereas, C2 and C4 have
taken actions to a greater extent that could be argued as morally “the right thing to do” (Aldrich
and Fiol, 1994; Suchman, 1995). C2 has, for example, launched a program to increase equality and
diversity.

Different from the business case, the case companies share more similarities than differences when
it comes to the internal context and actors. Previous studies have found that CEO, management
team and board of directors influence the content in SR (Campbell, 2000; O’Dwyer, 2005).
Similarly, R10 at CSR Sweden, argued that CSR people within organizations usually lack the power
to promote sustainability as they could do. Therefore, it is crucial that key personnel points with
the hand and make sustainability a priority for the organization (R10). Thus, it is gratifying that all
case companies seem to take sustainability issues seriously. On the contrary to Tillvixtverket (2014)
finding that Swedish SMEs mainly are concentrated on selling more sustainable products and
solutions, while our case companies are addressing several sustainability challenges such as improve
equality and diversity, reduce their environmental impact and support suppliers to become more
sustainable. However, one difference between the case companies is that C2 permit their
subsidiaries to go further than the minimum requirement level set at the group level. In fact, C2
allow their subsidiaries to make own sustainability reports to better meet stakeholders’ information
demands.

Apart from the fact that top management in all case companies is highly involved with their
sustainability work and SR, we have also observed that two companies, C2 and C4, have appointed
a sustainability manager for the first time. Even though the sustainability managers at C2 and C4
(R4 and R7) claimed that their appointments were not a result of the Swedish law, we do not believe
that the timing was a coincidence. As a matter of fact, all case companies revealed during the
interviews that they have to collect more NFI from the whole organization due to the new Swedish
law. They also have to present a more structured sustainability report than before.

Adams and McNicholas (2007) discovered that leading internal actors of SRP lack the knowledge
to involve stakeholders. Similarly, we were told by the case companies that they have used
consultants to support them in implementing the Swedish law and to carry out the materiality
analysis (C2 and C4), which are congruent with the findings made by (O’Dwyer, 2001; Frostenson
et al, 2013). Other challenges that the case companies have encountered during the implementation
work are limited resources of time and money, and insufficient information systems. As Burns and
Scapens (2000) state, it is difficult for organizations to change their internal processes and the case
companies are not an exception. In fact, they are continuing with the separation of responsibilities
between CFO and sustainability manager when it comes to SR (besides C2). Thus, as it has been
pointed out before, SMEs are exposed to internal shortcomings when working with SR (Johnson
and Schaltegger, 2016). Our case companies, which are considerably bigger than the average SME,
are not an exception. This raises the question if private held SMEs ever will be able to produce
mandatory NFI reports in the future when listed companies need support from consultants
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5.3 Reporting Practice

The reporting practices of the four case companies are analyzed and discussed from the perspective
of stakeholder engagement guidelines. By using inclusiveness, materiality and the responsiveness
to observe how the case companies engaged with their stakeholders, it was possible to analyze how
the stakeholders’ perspectives were reflected in their SRP.

5.3.1 Stakeholder Inclusiveness: Stakeholder Identification and Engagements

In the initial stage of the SRP, stakeholders need to be identified by using appropriate forms of
stakeholder dialogue (AccountAbility, 2015). The empirical findings showed that all case companies
identified their primary stakeholders based on direct relationship such as customers, suppliers,
employees and shareholders, which corresponds to the definition of stakeholder defined by Phillips
(2003). Moreover, the decision to involve stakeholders in the reporting process varied among the
case companies. However, we discovered one common characteristic; they are all highly involved
with customers because of their contractual relationships (moral obligation) (Donaldson and
Preston, 1995). Thus, it seems that the case companies identified the stakeholders primarily based
on their business relationship. Whereas, other stakeholders (i.e trade union, government, local
authority) were not actively mentioned. This might be a weakness in the stakeholder identification,
since R10 at CSR Sweden stressed that companies need to know who their “true stakeholders” are
and by only focusing on business relationships, the case companies might neglect some of their
“true stakeholders”.

From our review of the case companies’ annual report 2017, only C4 disclosed a list of both internal
and external stakeholders. Phillips (2003) explained that when an organization discloses a list of
stakeholder groups, this signals to whom the organization direct more attention. Unlike C4, the
other case companies have not disclosed a list of identified stakeholders, rather they are talking
about specific stakeholders in different parts of the annual report and sustainability report. Hence,
the stakeholder identification is not clearly explained in C1’s and C3’s SR. Zadek and Raynard
(2002) stated that companies that do not publish a list of stakeholders in SR indicate that
stakeholder dialogue was less used. However, this was not the case in C2. Although, C2 neither
revealed a list of stakeholder groups, R3 explained in the interview that their stakeholder dialogue
is partially carried out through questionnaires and workshops with internal stakeholders.

Manetti (2011) discovered that when the law requires companies to publish a mandatory NFI
report, they started to get more involved with their stakeholders than before. Interestingly, this is
similar to the case of C2 and C4, who seems to be more involved with stakeholders now to identify
their material sustainability issues than before the Swedish law of NFI reporting was introduced.
From a legitimacy point of view, it appears that C2 and C4 have considered their social contract to
incorporate the interest of more stakeholders than previously (Laplume et al, 2008; Cho, 2009)

As stated in the empirical chapter, C2 had the shortest experience of disclosing sustainability related
information among the case companies. To create their first sustainability report at the group level,
C2 decided to perform a materiality analysis to determine what material sustainability issues should
be reported. The fact that C2 decided to only involve internal stakeholders (e.g. CEOs and CFOs
in the subsidiaries) and seldom identified or involved external stakeholders and
normative/derivative stakeholders (trade unions, local authority, or medias) (Mitchell et al., 1997,
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Phillips, 2003), indicated that C2 is taking a narrow approach to stakeholder identification (i.e. not
including all stakeholders). In comparison, C4 took a broader approach to stakeholder
identification during their materiality analysis, because they involved both internal and external
stakeholders. Despite the fact that C4 had a broader approach on stakeholder identification, they
have not actually disclosed how their stakeholders are identified and what kind of stakeholder
dialogue was used in the annual report, rather we only got that explanation during the interview
with R7. Zadek and Raynard (2002) stated that an effective stakeholder dialogue requires evidence
of how stakeholders participate and contribute to the company’s decision making. Moreover, GRI
(2014) explained that stakeholder dialogue allows a high level of interaction to get insight
information from stakeholders. Thus, it makes us wonder how useful the stakeholder dialogue is
for the case companies.

On the other hand, C1 and C3 took a “soft approach” in the implementation of the Swedish law,
which means that the involvement and engagement with stakeholders were primarily carried out
through business activities. That is probably why C1’s and C3’s materiality sustainability issues have
been defined and decided by their management team. However, numerous authors have argued
that stakeholders’ perspectives could assist the companies in what kind of sustainability information
they should collect (Green and Hunton-Clarke, 2003; Phillips, 2003). To summarize, the soft
approach to implementation consists of deciding material sustainability issues with less
involvement from external stakeholders, which means low usage of stakeholder dialogue.

5.3.2 Determining Report Content: Materiality Analysis

Engaging stakeholders is essential to carry out the materiality analysis, which enables companies to
identify their own most relevant sustainability aspects (Parker, 2005). Yet, the existing guidelines
(e.g. GRI and UNGC) do no advice how SMEs can get stakeholders engaged in a good way (Levy
et al, 2010; Arena and Azzone, 2012). As the empirical chapter showed, C2 and C4 published their
first comprehensive sustainability report in 2017 which means, they had not performed a
sustainability materiality analysis before. Still, during our interviews, they did not mention any
difficulties when conducting a materiality analysis for the first time last year, which notably is a
complex and judgmental process, (GRI, 2013; AccountAbility, 2015). One reason to why C2 and
C4 did not encounter any difficulties might be that they engaged with third party experts to assist
conducting the sustainability materiality analysis. It is common for SMEs to rely on experts when
implementing SR for the first time (Arena and Azzone, 2012; Mufioz-Torres et al, 2012). C2 and
C4 identified the primary sustainability concerns from their stakeholders’ perspectives which
facilitated them to report on the most material issues. By addressing stakeholders’ sustainability
concerns, it is possible to achieve material legitimacy, which means that companies can “blend what
is important to the organization (strategic legitimacy) with the primary concerns of its major
stakeholders (institutional legitimacy)” (Dumay et al, 2015). Furthermore, Eccles and Serafeim
(2013) claimed that companies are considered accountable when they are strategically focusing on

the material issues.

As we could observe from table 3, the sustainability material issues vary between the case
companies. It can be analyzed that several organizational factors could explain the decision-making
leading to differences in SR. Internal determinants, among others, are the company’s size (Hahn
and Kihnen, 2013), the reporting experience and the reporting guidelines adopted (Moratis and
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Brandt, 2017). However, existing studies have found that larger companies cause greater impacts,
become more visible, and therefore, face greater stakeholder scrutiny, while smaller companies
have higher marginal costs of disclosure (Gallo and Christensen, 2011). In this study, however,
reporting experience in reporting does not seem to affect stakeholder-related disclosure either: C1
and C3 have longer experience in SR, but they still are not disclosing how they identified
stakeholders nor engage with them to define the material issues. Nevertheless, the reporting
maturity does not mean that the company followed the sustainability reporting standards like GRI
(Moratis and Brandt, 2017), but that these companies considered how information is most relevant
to them.

All the case companies mentioned that GRI is not suitable and not helping them to identify the
reporting content. These findings are similar to other studies (Brown et al, 2009; Levy et al, 2010;
and Johnson and Schaltegger, 2016) which discovered that SMEs find it troublesome to implement
SR by using GRI. Moreover, the mandatory disclosing of NFI is contended to help companies to
improve risk management (GRI, 2016). In the case of C4, the company has constructed a
comprehensive risk matrix and risk management schedule that measure the risk of each focus area
and the action to be targeted as well as the target goals. These similar findings were also found by
Eccles et al (2015).

5.3.3 Responsiveness: Responding to Stakeholder Concerns

The case companies took different approaches to respond to stakeholder concerns. C2 and C4
took an extensive approach compared to C1 and C3. C4 reformulated its goal on sustainability as
part of the corporate strategy. For example, R7 at C4 claimed that the company try to promote
sustainable products and have developed short term goals for 2020 and long-term goals for 2030.
When the responsiveness is linked to corporate strategy, as it is in the case of C4, it leads to high
transparency in sustainability communication with stakeholders (David et al, 2007; AccountAbility,
2015; Guix et al, 2017).

Similar to C4, C2 identified the risk driven the material issues as discussed eatrlier within its annual
report and communication to stakeholders. For example, R3 at C2 argued that they identified the
most material sustainability issues for the group level, because some issues might be very relevant
to one business unit, but not on the group level. This is similar to the finding by Bundy et al (2013),
the company’s responsiveness to stakeholders’ concern was interpreted and decided by the
management which they think are worthy of a response.

This responsiveness from the case companies is also commonly seen through using different KSIs
for each focus areas to follow up performance. However, C1 and C2 pointed out that adjustment
to relevant KSIs is needed when circumstances are changing. Ultimately, it was found that
producing a sustainability report is not a static activity and there is always the possibility that the
influence of stakeholder engagement has changed over time due to different circumstances (Greco
et al, 2015). Thus, the legitimacy dynamics might evolve over time shifting from strategic to
institutional legitimacy and vice versa (Ahmed Haji and Anifowose, 2017). This is the case for C1
and C3, they have both disclosed sustainability information and sustainability reports for a longer
period of time than C2 and C4. In the implementation of the new Swedish law, both C1 and C3’s
response to stakeholder concerns have been executed through updating different policies, make
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referencing in different parts of the annual report and appointing a sustainability director to take
responsibility for SR in a more proper and structured way.

Overall, no matter how much work the case companies have done to implement the new Swedish
law, the common responsiveness is realized through the company’s governance (appoint new
sustainability staff), formulate business strategy in terms of being more sustainable, update code of
conducts and other policies together with monitoring its performance by KSIs and communicate
through annual report to stakeholders. This practice was also found in a similar way by Cooper and
Owen (2007).

5.4 Four Patterns of Implementation

Based on our analysis and discussion in section 5.1, we have discovered that there is a relationship
between motivational drivers and reporting practices. This means that the case companies have
been shaped by their internal and external motivational drivers to implement the Swedish law in a
certain way. From this deduction, we have constructed a matrix of implementation patterns of non-
financial reporting (NFR) and categorized it into four different implementation patterns with
different characteristics. Moreover, the matrix is measured by the degree of internal and external
motivational drivers, which is derived from the interviews and the review of the case companies’
SR and annual reports.

However, for the purpose of simplification, the degree of internal and external motivational drivers
is assumed to range from high to low. We have sorted out our four case companies into these
different patterns of implementation in figure 3 below. The positioning of the case companies in
the matrix has been conducted after careful consideration based on the interviews and their annual
and sustainability report for 2017. Notably, all case companies have been positioned as having high
internal motivational drivers or close to the boundary of having high internal motivational drivers
to implement NFI reporting. This is a result of the case companies’ insights that there is a strong
business case for sustainability. However, the current positions of the case company are not static
(Greco et al, 2015). For example, if the motivational drivers change within the company, the
legitimacy need of the company evolves or new NFI reporting requirements are enforced, there
might be movement in the matrix and the company enters a new pattern of implementation. Thus,
there is no pattern of implementation that is better than the others.
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Figure 3: Matrix of implementation patterns of mandatory NFI reporting developed by the authors.

5.4.1 Pattern 1: Implementation Focus on both Internal and External Perspectives

The implementation of mandatory NFI reporting of C4 represents a good example of pattern 1
(P1), where a high degree of internal and external motivation shaped the implementation of NFI
reporting. For instance, C4 is strongly driven by the business case, internal context and actors, and
stakeholder pressure (primarily from their customers) to work with sustainability and to
communicate with their stakeholders through their sustainability report. As stated before, C4
performed a stakeholder and materiality analysis that involved both internal and external
stakeholders, which led to a significant change in their sustainability report and a great amount of
preparation work. This has resulted in C4 disclosing new key sustainability focus areas, new and
more KSIs, creating a risk and risk management matrix, development of short and long-term goals
for the sustainability and updating policies. Unlike the findings made by Ahmed Haji and
Anifowose (2017), C4 actually increased the amount of NFI and disclosed information about new
sustainability areas in the latest sustainability report.

C4 made a strategic decision to incorporate sustainability into their core business strategy because
their customers expect them to reduce the environmental impact and develop products that save
water. Thus, the focus in this pattern of implementation is to gain legitimacy by reporting the
material sustainability issues for both internal and external stakeholders (Suchman, 1995). In other
words, C4 is trying to achieve material legitimacy by creating “win-win situations” for themselves
and their stakeholders (Dumay et al, 2015). To accomplish that, C4 is relying on moral and cognitive
legitimacy which we see through the wide range of sustainability focus areas C4 are addressing.
Notably, C4 is emphasizing that they are trying to save water and working exhaustively to reduce
their environmental impact. In addition, C4 disclosed a KSI about how much revenues that are
derived from sustainable products. We argue that this should be considered as a strategic flagship
KSI with the sole purpose to reach the win-win situation mentioned earlier. It is difficult to imagine
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that people would object companies to earn money from sustainable products (moral legitimacy)

that also are beneficial for customers (pragmatic legitimacy).

On top of C4’s ambition to construct win-win situations, they have also engaged in a strategic
restructuring of governance policies and personnel structures. On the contrary to the case of
Pfarrer et al (2008), C4 has not used these actions to repair legitimacy. Instead, C4 has used it to
accelerate the pace of gaining legitimacy. According to Suchman (1995), legitimacy is “a generalized
perception or assumption that the actions of an entity are desirable, proper, or appropriate within some socially
constructed system of norms, values, beliefs, and definitions”. By taking all the implementation steps
(mentioned above), performing materiality and stakeholder analysis, and has an extensive approach
to responsiveness, C4 has undertaken “desirable and proper actions” to obtain material legitimacy.
Therefore, C4 does not need to apply any SR framework or principles, because they already know
what the stakeholders’ concerns are. As a result, they have been able to align what is important for
them and their stakeholders.

5.4.2 Pattern 2: Implementation Focus on the Internal Perspective

The implementation of mandatory NFI reporting of C2 illustrates a good example of pattern 2
(P2), where a high degree of internal motivation shaped the implementation of NFR. For example,
C2 is mostly driven by the business case and internal context and actors to work with and report
on sustainability, so the pressure is not stemming from external stakeholders. In C2, it is the
subsidiaries CEOs who decide on their own what ambition level they should strive for in terms of
sustainability. Moreover, they can take advantage of sustainability to differentiate themselves from
their competitors if desired, but there is a low level of pressure from investors on C2 at the group
level to improve sustainability performance.

As discussed before, C2 performed a materiality analysis that engaged only its internal stakeholders
(CEO, CFO and other key personnel in different steps), which resulted in significant change in
their SR and a great amount of preparatory work. Although, this was the first year C2 published a
SR at the group level, we would argue that C2 has been remarkably ambitious in their work to
comply with the Swedish law and creation of their first SR, which probably is due to the strong
internal involvement (e.g. decisions made by CEOs)

Similar to pattern 1, the primary legitimacy need here is to gain legitimacy, which is demonstrated
by the great extent of implementation work C2 undertook. Also, C2 has not published any
sustainability report at the group level before, thus there is no legitimacy to maintain or repair
(Suchman, 1995; Mobus, 2005). As Dumay et al (2015) argued, to gain legitimacy is closely related
with the strategic dimension of legitimacy, which holds true in the case of C2. For example, the
board decided to adopt their first group-wide sustainability policy, something they recognized as
an important milestone in their annual report for 2017. In addition, C2 launched a new program in
2017 with the purpose of increasing equality and diversity. This could be interpreted as a strategic
flagship programme that is concentrated on internal “materiality issues” because it targets internal
working conditions (Dumay et al, 2015). Compared to pattern 1, this flagship programme does not
provide direct external benefits outside C2. To exemplify this further, the group-wide HR policy
that was introduced in 2017, demands all business units to follow it as a minimum requirement.
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For instance, all subsidiaries’ CEOs are encouraged to initiate a program to ensure that the career
paths are more attractive for women within the group.

Despite the robust indications of strategic legitimacy behavior in pattern 2, we can still observe
some elements of institutional legitimacy manner in pattern 2. C2 has for example adopted three
different sustainability reporting principles (UNGC, OECD’s guidelines for multinational
companies and UNPRI). Beck et al (2015) explained that adoption of established SR frameworks
or principles enables organizations to boost institutional legitimacy. Thus, it is not surprising that
a company without earlier SR experience, such as C2, seeks both strategic and institutional
legitimacy, while at the same time preferring one of them. Lastly, by using strategic legitimacy, C2
is able to gain legitimacy and by combining that with institutional legitimacy, C2 is prepared for
society “looking into” their operations (Suchman, 1995; Beck et al, 2015).

5.4.3 Pattern 3: Implementation Focus on the External Perspective

The implementation of mandatory NFI reporting of C1 demonstrates a good illustration of pattern
3 (P3), where a high degree of external motivation shaped the implementation of mandatory NFI
reporting. For example, C1 is mainly influenced by legislative pressure and external stakeholders to
work with sustainability and report on that. As discussed earlier, C1 is operating in the Nordic
countries and other European countries, hence, they are naturally exposed to different laws and
stakeholders in various context. For example, the respondents at C1 explained that their industry
is heavily regulated and they are facing high expectation from larger customers. It appears as law
compliance is extra important for C1 compared to the other case companies because C1 is the only
case company that explicitly states in the annual report that they are “ready for the EU directive”.

The former wrongdoings of C1’s revenue recognition might have caused stakeholders to be more
careful and more eager to scrutinize C1’s operations (Ashforth and Gibbs, 1990; Mobus, 2005).
Still, C1 has recognized the benefits of working with sustainability and has done so for a couple of
years, but they have not stressed that sustainability is a strategic priority in the same way as has
been done in pattern 1 and 2.

As mentioned before, C1 did not perform any materiality analysis and their sustainability focus
areas were identified based on relevance to their business, which was inspired by the UNGC and
benchmarking with competitors within the industry. The result of C1’s relatively lower amount of
preparation work in comparison to C4 (P1) and C2 (P2) culminated in a moderate change of their
SR. C1’s implementation work mainly consisted of updating different policies, new and more KSIs,
disclosing governance and risk management of sustainability issues, reviewing their new
sustainability plan up to 2020, and adding more references to sustainability issues in different parts
of the annual report.

Differently to patterns 1 and 2, the dominant legitimacy need in pattern 3 is to maintain legitimacy,
but there are also some elements indicating a need to repair it (i.e. the revenue recognition
wrongdoings). This ambition is manifested by C1’s moderate change of content in their
sustainability report, which could be interpreted as an eagerness to be predictable and consistent in
their sustainability communication to stakeholders (Mobus, 2005). Compared to C4 (P1) and C2
(P2), C1 has a longer experience of SR, hence, C1 has already gained legitimacy from stakeholders
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and need to concentrate on maintaining it. By following UNGC and CDP, C1 is able to signal
(“evocative symbols” and institutional legitimacy) to stakeholders that they are a reliable company.
In addition, C1 is mostly concentrated on pragmatic legitimacy (e.g. ensure health and safety of
employees), which make senses because their employees could be seriously injured “in the field” if

something goes wrong.

Lastly, similar to pattern 2, we can still observe pieces of the other dimension of legitimacy, i.e.
strategic legitimacy for C1. For example, managers at C1 is “looking out” in the organization to
prioritize their employees working conditions and are trying to improve that by engaging them
through employee surveys and taking action to respond to employee feedback. Interestingly, the
strategic flagship programme C1 introduced two years ago, concerning their suppliers, is
concentrated on external “materiality issues” (Dumay et al, 2015), which is in accordance with C1’s
focus on maintaining legitimacy and satisfying large customers.

5.4.4 Pattern 4: Implementation Focus on Reporting as Usual

The implementation of mandatory NFI reporting of C3 serves as a good example of pattern 4 (P4),
where a low degree of both internal external motivational drivers shaped the implementation of
mandatory NFI reporting. This means that neither external nor internal motivational drivers are
prevailing over the other. To exemplify, C3 has the lowest pressure from stakeholders to work and
report on sustainability in comparison to C1 (P3), C2 (P2) and C4 (P1), which is illustrated by
simultaneously low pressure from shareholders and customers. Yet, C3 aim to be a good corporate
citizen and ensures that they comply with the new Swedish law with the help of external consultants
to make their SR in a more structured way. At the same time, C3 recognizes the importance of
working with sustainability issues to attract and retain talents in the industrial consultancy industry.

Even though C3 has published its SR for a couple of years, which is similar to C1’s reporting
experience, C3 decided to take a “soft approach” in the implementation of the Swedish law on
NFI reporting. This choice has resulted in the least amount of preparatory work in relation to the
other case companies. The soft approach of implementation contained primarily updating different
internal policies and references to different parts in the annual report from the SR. To conclude,
the central ambition in this pattern is to keep “reporting as usual”.

Similar to pattern 3, the major legitimacy need is to maintain legitimacy by primarily using pragmatic
legitimacy. In line with this ambition, C3 has adopted UNGC to gain institutional legitimacy. It
could be argued that C3 could belong to pattern 2 instead as C2 does because C3’s strategic flagship
programme is about gender balance and internal “materiality issues”. However, there was no
significant change in their focus sustainability areas in 2017 from the materiality analysis that had
been conducted a few years ago. Hence, this supports the findings from Ahmed Haji and
Anifowose (2017), who discovered that what used to be strategic SR reporting practice, will be
institutionalized within an industry after a period of time. To summarize, the implementation of
the Swedish law resulted in few implementation steps and their sustainability report 2017 remained
similar to previous years’ sustainability reports.



6. CONCLUSION

In the last chapter, we will start by answering the two sub-questions raised in chapter 1. From that, we are able to
answer our main research guestion. Thereafter, our contributions to the research field will be presented and highlighted.
The chapter ends with the limitation of the study and onr suggestions for future research.

The purpose of this thesis was to examine how listed industrial SMEs in Sweden implement the
Swedish law on mandatory NFI reporting. In particular, we have explored how internal and
external motivational drivers have influenced implementing decisions. Likewise, we have also
looked at how stakeholder engagement has impacted the implementation within the case
companies. Scholars have accused SR as being nothing more than a marketing tool (Cerin, 2002;
Grogan et al, 2010). However, we discovered that the case companies are using SR for different
purposes (e.g. focus on internal or external perspectives), which are shaped by motivational drivers.
As a result, four patterns of implementation of mandatory NFI reporting emerged. These patterns
have not been visible before in previous research within the area of mandatory SR.

The first sub-question was: How do the external and internal perspectives impact on implementation decisions
made by listed SMEs?

As stated above, the case companies are using SR for different purposes, which means that they
are incentivized to adjust the sustainability report to internal and external needs. In other words,
when a company is exposed to strong internal pressure, business case, internal context and actors
and internal factors, are all taken into account during implementation of mandatory NFI reporting.
This is demonstrated by C2 (P2) who uses sustainability strategically to gain legitimacy from internal
stakeholders. In C2, it is the CEO at the subsidiaries who decide what ambition level they strive
for in sustainability as a means to increase sales and differentiate from competitors. Naturally, C2’s
sustainability report is mainly concentrated on internal matters and during the implementation
process there is strong involvement of internal stakeholders (i.e materiality analysis was conducted
with key internal personnel)

Correspondingly, when a company is exposed to strong external pressure: legislative, industry and
stakeholders that is also taken into account during the implementation of mandatory NFI
reporting. For instance, C1 (P3) is primarily employing sustainability strategically to maintain
legitimacy (i.e the social contract) acquired from external stakeholders. In particular, C1’s industry
is heavily regulated and big customers have high expectations on how their business partners
operate with sustainability. Consequently, C1’s sustainability report is mainly focused on external
matters and assures external stakeholders that they comply with all the necessary regulations and
that it is “business as usual” (Suchman, 1995). Therefore, the implementations decisions are
permeated by actions that appear legitimate in the eye of the external viewer.

The second sub-question of this study was: What are the main steps in the process of implementation?

We have discovered four patterns of implementation of mandatory NFI reporting. These four
patterns are characterized by different implementation steps. Pattern 1 (P1) encompasses
stakeholder analysis and materiality analysis involving both internal and external stakeholders,
which resulted in the creation of a risk and risk management matrix, establishing new key
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sustainability focus areas, new KSIs, developing short and long-term goals for sustainability and
updating internal policies. Moreover, the stakeholder inclusiveness is broader, the materiality issues
better explained in the sustainability report and the responsiveness to stakeholders concerns are
more extensive than in other patterns.

Similarly to P1, pattern 2 (P2) is comprised of a materiality analysis (which only involved internal
stakeholders), but no stakeholder analysis. The materiality analysis resulted in the identification of
their key sustainability focus areas, risks attached to each focus area, new KSIs and creation of a
sustainability group-wide policy. Furthermore, the stakeholder inclusiveness is less broad when
comparing to P1, because C2 (in P2) mainly involved internal stakeholders and excluded external
stakeholders. In fact, the major sustainability focus areas are addressing internal material issues.
However, the responsiveness to stakeholders concerns is extensive.

On the other hand, pattern 3 (P3) is comprised of only updating and setting up new KSIs and
internal policies. This also involved reviewing the key sustainability focus areas based on relevance
and benchmarking with competitors. In addition, the stakeholder inclusiveness is narrow, which
only could be observed through business transactions and no materiality analysis has been
conducted. Consequently, this led to low stakeholder responsiveness.

Comparable to P3, pattern 4 (P4) could be described as containing few implementation steps.
Notably, C3 in P4 took a “soft approach” in the implementation resulting in no significant change
in their sustainability report, except updating internal policies and more references to different parts
in the annual report. Thus, the stakeholder inclusiveness is limited to business transactions and no
materiality or stakeholder analysis has been revised this year. Finally, stakeholder responsiveness
appears to be low.

With support from the above sub-questions, we are able to answer the main research question:
How is the Swedish law on non-financial information reporting implemented among listed Swedish industrial SMEs?

Borglund et al (2010) discovered that many Swedish state-owned companies had problems when
implementing mandatory SR for the first time because many of them had not produced a
sustainability report before. Consequently, we raised the question in the problem discussion how
well-suited SMEs are to implement mandatory NFI reporting. Interestingly, it turned out that the
case companies took distinct approaches to implement the Swedish law on NFI reporting. In this
thesis, we have revealed four different patterns of implementation, which is the major finding and

contribution of our study.

We have discovered that the four patterns of implementation are shaped by their internal and
external motivational drivers, which is the reason why the case companies have implemented the
Swedish law in a certain way. The four patterns of implementation all consists of similar
implementation steps in the stakeholder engagement guidelines, but in varying degrees. To
exemplify, P1 and P2 encompass more implementation steps than P3 and P4. For that reason, the
case companies in P1 and P2 showed a significant impact on reporting practices compared to P3
and P4, where it was only moderate and insignificant impact. Furthermore, we also observed that
stakeholders play a vital role in the reporting practice. In fact, high involvement of both internal
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and external stakeholders in P1 resulted in more implementation steps. Whereas, in P4 with less
involvement from internal and external stakeholders the result was fewer implementation steps.
To conclude, this means that companies can rotate around the patterns of implementation since
the motivational drivers can change and SR is not static (Greco et al, 2015).

In the patterns of implementation, there are different behaviors of legitimacy (i.e. institutional,
strategic and material), but it cannot be clearly identified and separated as it was possible for
motivational drivers and the implementation steps. Recently, researchers have found that the
different dimensions of legitimacy are not mutually exclusive (Dumay et al, 2015; Ahmed Haji and
Anifowose, 2017), which our findings indicate. For example, we were able to identify a mix of
strategic and institutional legitimacy behavior in P2, P3 and P4. Implementation with a strategic
approach is associated with an ambition to gain legitimacy and more implementation steps, while
the institutional approach is about maintaining legitimacy and take implementation steps that
ensure stakeholders it is “business as usual”.

Lastly, we noticed that the case companies have encountered similar challenges that have been
discovered in the literature (Arena and Azzone, 2012; Tillvixtverket, 2014; Johnson and
Schaltegger, 2016). The case companies are lacking resources and time to implement the Swedish
law on their own, therefore, all of the case companies engaged with external experts to comply with
the law and develop the sustainability report. Moreover, no international sustainability standards,
such as GRI, have been applied. However, all case companies acknowledge the importance of
sustainability. Notably, C3 and C4 have appointed a sustainability manager for the first time. In the
future, all case companies need to collect sustainability data in a more structured way, which
requires higher sustainability competence, better information systems and better cross-functional

collaboration.

6.1 Contributions

We identified two research gaps in the problem discussion. SR research is lacking empirical studies
about development of SR in reaction to new regulation (Hahn and Kithnen, 2013) Moreover, there
is also a limited understanding how SRs are developed and whose priorities they reflect (Grahovar,
2016). This thesis has contributed to the SR research field in various ways.

Firstly, our major contribution is the discovery of the four patterns of implementation of
mandatory NFI reporting, particularly within the industrial sector in Sweden. The patterns of
implementation are shaped by internal and external motivational drivers, which is not static over
time. Our understanding of this finding has not been observed in previous research. This means,
that the knowledge is useful for future research about the mandatory implementation of NFI
reporting, where our findings can be compared with future discoveries in the area. In a broader
perspective, the Swedish law is one version of the EU directive. Thus, our exploratory case study
gives an early experience of the implementation within a Swedish regulatory setting. Secondly, we
have applied legitimacy theory in an unconventional way. Usually, legitimacy theory is used to
analyze disclosure decisions in SR (Deegan and Rankin, 1996; Cho, 2009), but we have instead
studied the implementation of mandatory NFI reporting. Yet, our findings support Dumay et al
(2015) and Ahmed Haji and Anifowose (2017) who claimed that strategic and institutional
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legitimacy are not mutually exclusive since we were able to detect mixed legitimacy behavior in the
four patterns of implementation.

Thirdly, we urge policymakers to consider the fact that GRI or other similar SR frameworks are
not employed in the case companies to implement the Swedish law. The case companies explained
that it is challenging to apply GRI because it is time and resource consuming and not completely
applicable. In contrast, it has been argued that applying GRI will make it easier to implement the
EU directive (FEE, 2016; La Torre et al, 2018). However, that is not the case within this study.
Lastly, our study has shown that it is not only about implementing mandatory NFI reporting, but
rather that companies need to reflect upon the purpose and motivational drivers they have for SR,
which determines the implementation steps that must be undertaken.

To conclude, this study has reduced the two research gaps by discovering the patterns of
implementation of mandatory NFI reporting, which is a clear response to regulations and a result
of motivational drivers for SR. Through analyzing the legitimacy needs in the case companies, we
were able to understand the patterns of implementation and why the case companies took certain
implementation steps.

6.2 Limitations and Suggestions for Future Research

This study revealed four patterns of implementation of mandatory NFI reporting. Our study was
carried out with four listed industrial SME companies in Sweden. Our findings are limited to a
specific industry and country setting, but it would be interesting for future studies to investigate if
the patterns of implementation and legitimacy behavior hold true for similarly sized companies in
other industries and European countries. This could be accomplished through examining a specific
industry and country or a cross-sectoral study. Another limitation of our study is the low sample
size of companies. One can extend the sample sizes by including more companies, which would
increase transferability of the patterns. By increasing the sample size, it would be easier to measure
the accurate position of a company within our matrix over the patterns of implementation.
However, that would require a quantitative research method such as sending out questionnaires to
participating companies.



REFERENCES

AccountAbility. (2015). “AA1000 stakeholder engagement standard”. London: AccountAbility.
[Accessed on 2018-02-28]
https:/ /www.accountability.org/wp-content/uploads/2016/10/AAT000SES_2015.pdf

Acerete, B., Llena, F., Moneva, ].M. (2011). “Environmental disclosure in financial statements: an
analysis of Spanish toll motorway concessionaires”. Transportation Research Part D: Transport and
Environment, 16, 377-383.

Adams, C. A. and Evans, R. (2004). “Accountability, completeness, credibility and the Audit
Expectations Gap”. Journal of corporate citizenship, 97- 115.

Adams, C., and Larrinaga-Gonzalez, C. (2007). “Engaging with organisations in pursuit of
improved sustainability accounting and performance”. Accounting, Auditing and Accountability Journal,

20(3), 333-355.

Adams, C. A. and McNicholas, P. (2007). “Making a difference- Sustainability reporting,
accountability and organizational change”. Accounting, Anditing and Accountability Journal, 20(3), 382-
402.

Adams, M. (1997). “Ritualism, opportunism and corporate disclosure in the New Zealand life
insurance industry: field evidence”. Accounting, Auditing and Accountability Jonrnal, 10, 718-734.

Ahmed Haji, A. and Anifowose, M. (2017) “Initial trends in corporate disclosures following the
introduction of integrated reporting practice in South Africa”, Journal of Intellectual Capital, 18(2),
373-399.

Aldrich, H. E., and Fiol, C. M. (1994). “Fools rush in? The institutional context of industry cre
ation”. Academy of Management Review, 19: 645-670.

Arena, M. and Azzone, G. (2012). “A process-based operational framework for sustainability
reporting in SMES”. Journal of Small Business and Enterprise Development, 19(4), 669-680.

Ashforth, B. E., and Gibbs, B. W. (1990). “The double-edge of organizational legitimation”.
Onrganization Science, 1, 177-194.

Arvidsson, S. (2017). “Lessons from Sweden in sustainability reporting”. Conversation, The
Conversation, 2017-12-11. [Accessed on 2018-02-25]

https:/ /theconversation.com/lessons-from-sweden-in-sustainable-business-75006

Banerjee, S. B. (2001). “Corporate citizenship and indigenous stakeholders: Exploring a new
dynamic of organizational-stakeholder relationships”. Journal of Corporate Citizenship, 1, 39-55.

[58]


https://www-emeraldinsight-com.ezproxy.ub.gu.se/author/Ahmed+Haji%2C+Abdifatah
https://www-emeraldinsight-com.ezproxy.ub.gu.se/author/Anifowose%2C+Mutalib
https://www-emeraldinsight-com.ezproxy.ub.gu.se/author/Anifowose%2C+Mutalib
https://theconversation.com/lessons-from-sweden-in-sustainable-business-75006
https://theconversation.com/lessons-from-sweden-in-sustainable-business-75006

Bebbington, J., Gray, R., Thomson, I. and Walters, D. (1994). “Accountants attitudes and
environmentally- sensitive accounting”. Accounting and Business Research, (24), 109- 120.

Beck, C., Dumay, J., and Frost, G. (2015). “In Pursuit of a ‘Single Source of Truth’ from
Threatened Legitimacy to Integrated Reporting”. Journal of Business Ethics, 141(1), 191-205.

Bloomberg. (2017). “Telia Agrees to Pay at Least $965 Million Over Uzbek Bribes”.
[Accessed on 2018-04-09]
https://www.bloomberg.com/news/articles/2017-09-21 /telia-to-seal-u-s-deferred-prosecuton-

deal-over-uzbek-bribes

Borga, F., Citterio, A., Noci, G. and Pizzurno, E. (2009). “Sustainability report in small enterprises:
Case studies in Italian furniture companies”. Business Strategy and the Environment, 18(3), 162-176.

Borglund, T. Frostenson, M. and Windell, K. (2010). “Increasing responsibility through
transparency?: A study of the consequences of new guidelines for sustainability reporting by
Swedish state-owned companies”. Naringsdepartementet. Article number N2010.32.

[Accessed on 2018-01-12]

http:/ /www.regeringen.se/sb/d/108/a/152684

Brown, H., De Jong, M., and Lessidrenska, T. (2009). “The rise of the Global Reporting Initiative:
A case of institutional entrepreneurship”. Environmental Politics, 18(2), 182-200.

Bryman, A., and Bell, E. (2013). Firetagsekonomiska forskningsmetoder. Solna: Liber.

Buhr, N., Gray, Rob, and Milne, Markus J. (2014). “Histories, rationales, voluntary standards and
future prospects for sustainability reporting CSR, GRI, IIRC and beyond”. In Sustainability
acconnting and accountability, 51-71.

Bundy, J., Shropshire, C., and Buchholtz, A. K. (2013). “Strategic cognition and issue salience:
Toward an explanation of firm responsiveness to stakeholder concerns”. Academy of Management
Review, 38(3), 352-376.

Burns, J. and Scapens, R. W. (2000). “Conceptualizing management accounting change: an
institutional framework”. Management Accounting Research, 11, 3-25.

Cahan, S., De Villiers, C., Jeter, D., Naiker, V., and Van Staden, C. (2015). “Are CSR Disclosures
Value Relevant? Cross-Country Evidence”. Eurgpean Accounting Review, 25(3), 1-33.

Campbell, D. (2000). “Legitimacy theory or managerial reality construction? Corporate social
disclosure in Marks and Spencer Plc corporate reports, 1969- 1997, Accounting Forum, 24, 80- 100.

Carter, A. J., and Burritt, R. L. (2007). “By whatever name: A typology of corporate social
responsibility”. Journal the Asia Pacific Centre for Environmental Accountability, 13(4): 17-27


https://www.bloomberg.com/news/articles/2017-09-21/telia-to-seal-u-s-deferred-prosecuton-deal-over-uzbek-bribes
https://www.bloomberg.com/news/articles/2017-09-21/telia-to-seal-u-s-deferred-prosecuton-deal-over-uzbek-bribes

Cerin, P. (2002). “Communication in Corporate Environmental Reports”. Corporate Social
Responsibility and Environmental Management, 9, 46-60.

Cho, C. (2009). “Legitimation strategies used in response to environmental disaster: A French case
study of Total SA's Erika and AZF incidents”. Eurgpean Accounting Review, 18(1), 33-62.

Collis, J. and Hussey, R. (2014). “Business Research. A practical guide for undergraduate and

postgraduate students”. Palgrave Macmillan, Issue 4.

Collins E, Kearins K, Roper J. (2005). “The risks of relying on stakeholder engagement for the
achievement of sustainability”. Electronic Journal of Radical Organization Theory, 9(1).

Cooper, S. and Owen, D. (2007). “Corporate social reporting and stakeholder accountability: The
missing link”. Accounting, Organizations and Soczety, 32(7), 649-667.

Crane, A, and Livesey, S. (2003). “Are you talking to me? Stakeholder communication and the risks
and rewards of dialogue”. I J. Andriof, S. Waddock, S. Rabman, and B. Husted (Eds.), Unfolding
stakeholder thinking, 2, 39-52. Sheffield, UK: Greenleaf.

David, P., Bloom, M., and Hillman, A. (2007). “Investor activism, managerial responsiveness, and

corporate social performance”. Strategic Management Journal, 28(1), 91-100.

Deegan, C. (2002). “Introduction: The legitimising effect of social and environmental disclosures -
a theoretical foundation”. Accounting, Auditing and Accountability Jonrnal, 15(3), 282-311.

Deegan, C. and Gordon, B. (1996). “A study of environmental disclosure practices of Australian
corporations”. Accounting and Business research, 26(3), 187-199.

Deegan, C. and Rankin, M.(1996). “Do Australian companies report environmental news
objectively: an analysis of environmental disclosures by firms prosecuted successfully by the
Environmental Protection Authority”. Accounting, Auditing and Accountability Jonrnal, 9(2):50-67.

Del Brio, J. and Junquera, B. (2003). “A review of the literature on environmental innovation
management in SMEs: Implications for public policies”. Technovation, 23(12), 939-948.

Denzin, N., Lincoln, Y. (2011). “The SAGE handbook of qualitative research”. USA, SAGE
Publications.

Dey, C. (2007). “Social accounting at Traidcraft plc: A struggle for the meaning of fair trade”.
Accounting, Auditing and Accountability Journal, (20), 423- 445.

Donaldson, T., and Preston, L. (1995). “The stakeholder theory of the corporation: Concepts,
evidence”. Acadenry of Management. 'The Academy of Management Review, 20(1), 65.



Dumay, J., Frost, G., and Beck, C. (2015). “Material legitimacy: Blending organisational and
stakeholder concerns through non-financial information disclosures”, Journal of Accounting and
Organizational Change, 11(1), 2-23.

Eccles, R. G., and Serafeim, G. (2013). “The performance frontietr”. Harvard Business Review, 91(5),
50—60.

Eccles, R., Krzus, M., and Ribot, S. (2015). “Meaning and Momentum in the Integrated Reporting
Movement”. Journal of Applied Corporate Finance, 27(2), 8-17.

Eriksson, P., & Kovalainen, Anne. (2008). Qualitative methods in business research. Los Angeles: SAGE.

EU. (2014). “Directive 2014/95/EU of the European Parliament and of the Council of 22 October
2014 amending Directive 2013/34/EU as regards disclosure of non-financial and diversity
information by certain large undertakings and groups”. [Accessed on 2018-01-12]
http://eut-lex.europa.cu/legal-

content/ EN/TXT/HTML/?uri=0]:1.:2014:330:FULLandfrom=EN

EU. (2018a). “Non-financial reporting”.
https://ec.europa.cu/info/business-economy-euro/company-reporting-and-auditing/company-

reporting/non-financial-reporting _en#companies-that-must-compl

EU. (2018b). “What is an SME?” [Accessed on 2018-05-18]
http://ec.europa.cu/growth/smes/business-friendly-environment/sme-definition en

Eurobarometer survey (2012). “SMEs, Resource Efficiency and Green Markets”. Eurgpean Union
News. [Accessed on 2018-02-25] http://ec.europa.eu/public_opinion/flash/fl 342 en.pdf

Federation of European Accountants (FEE). (2016). “EU Directive on disclosure of non-financial
and diversity information: Achieving good quality and consistent reporting”, Brussels.

Frost, G.R., 2007. “The introduction of mandatory environmental reporting guidelines: Australian
evidence”. Abacus, 43, 190-216.

Frost, G. and English, L. (2002). “Mandatory corporate environmental reporting in Australia:
Contested introduction belies effectiveness of its application”. The drawing board: An Australian review
of public affairs, Sydney: The University of Sydney.

Frostenson, M., Helin, S. and Sandstrém, J. (2013). “Hallbarhetsredovisning i svensk detaljhandel.
Roll, relevans och nytta”. Handelns utvecklingsrid.

Foretagarna and Beyond Intent (2015). “Hallbara foretag bygger framtiden. Rapport baserad pa
panelundersdkning”. Stockholm. [Accessed on 2018-01-12]

https:/ /www.foretagarna.se/nvheter/riks /2015 /oktober/svenska-foretag-vill-jobba-hallbart---

for-att-det-lonar-sig/



http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=OJ:L:2014:330:FULL&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=OJ:L:2014:330:FULL&from=EN
https://ec.europa.eu/info/business-economy-euro/company-reporting-and-auditing/company-reporting/non-financial-reporting_en#companies-that-must-comply
https://ec.europa.eu/info/business-economy-euro/company-reporting-and-auditing/company-reporting/non-financial-reporting_en#companies-that-must-comply
http://ec.europa.eu/growth/smes/business-friendly-environment/sme-definition_en
http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=OJ:L:2014:330:FULL&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=OJ:L:2014:330:FULL&from=EN
http://ec.europa.eu/public_opinion/flash/fl_342_en.pdf
http://ec.europa.eu/public_opinion/flash/fl_342_en.pdf
https://www.foretagarna.se/nyheter/riks/2015/oktober/svenska-foretag-vill-jobba-hallbart---for-att-det-lonar-sig/
https://www.foretagarna.se/nyheter/riks/2015/oktober/svenska-foretag-vill-jobba-hallbart---for-att-det-lonar-sig/

Gallo, PJ. and Christensen, L.J. (2011). “Firm Size Matters: An Empirical Investigation of
Organizational Size and Ownership on Sustainability-Related Behaviors”. Business and Society, 50(2),
315-349.

Gassen, J. (2017) “The effect of IFRS for SMEs on the financial reporting environment of private
firms: an exploratory interview study”, Accounting and Business Research, 47:5, 540-563,

Godfrey, P., Merrill, C., and Hansen, J. (2009). “The relationship between corporate social
responsibility and shareholder value: An empirical test of the risk management hypothesis”. Strategic
Management Journal, 30(4), 425-445.

Grahovar, M. (2016). “Hallbarhetsredovisningens innehéll: Vad har en inverkan pa hur
héllbarhetsredovisningens innehall upprittas?”. A doctoral diss. Handelshégskolan vid Géteborgs

Universitet.

Gray, G. and Milne, M. (2002). “Sustainability reporting: Who's kidding whom?” Chartered
Accountants Journal of New Zealand, 81 (6), 66-70.

Gray, R. Kouhy, R and Lavers, S.(1995). “Corporate Social and Environmental reporting: a review
of the literature and a longitudinal study of UK disclosure”. Awuditing, Accounting and Accountability
Journal, 8(2), 47-77.

Green, A., and Hunton-Clarke, L. (2003). “A typology of stakeholder participation for company

environmental decision-making”. Business Strategy and the Environment, 12(5), 292-299.

Greco, G., Sciulli, N., and D’onza, G. (2015). “The Influence of Stakeholder Engagement on
Sustainability Reporting: Evidence from Italian local councils”. Public Management Review, 17(4), 465-
488.

GRI. (2008). “Sustainability Report 2008/2009”. Global Reporting Initiative.
[Accessed on 2018-01-12]

Standard-Disclosures.pdf

GRI. (2014). “Ready to Report? Introduction sustainability reporting for SMEs”. Global Reporting
Initiative. [Accessed on 2018-01-12]
https://www.globalreporting.org/resourcelibrary /Ready-to-Report-SME-booklet-online.pdf

GRI. (2016). “Small Business, Big Impact, SME Sustainability Reporting: From Vision to Action”.
Global Reporting Initiative. [Accessed on 2018-01-12]

[62]


https://www.globalreporting.org/resourcelibrary/GRI-Sustainability-Report-2008-2009.pdf
https://www.globalreporting.org/resourcelibrary/GRI-Sustainability-Report-2008-2009.pdf
https://www.globalreporting.org/resourcelibrary/GRIG4-Part1-Reporting-Principles-and-Standard-Disclosures.pdf
https://www.globalreporting.org/resourcelibrary/GRIG4-Part1-Reporting-Principles-and-Standard-Disclosures.pdf
https://www.globalreporting.org/resourcelibrary/Ready-to-Report-SME-booklet-online.pdf
https://www.globalreporting.org/resourcelibrary/Ready-to-Report-SME-booklet-online.pdf

https:/ /www.globalreporting.org/resourcelibrary/Small%20Business%20Big%20Impact%20Boo
klet%200nline.pdf

GRI. (2017). “20 years of defining the sustainability reporting landscape”.
[Accessed on 2018-02-21]
https://www.globalreporting.org/gri-20 /Pages/Our-First-20-Years.aspx

Grogan, R., Arvai, Joseph L., Millenbah, Kelly, Richardson, Robert, and Thompson, Paul. (2010).
“On the Road to Sustainability: From Vision to Action in the Sustainability Transition”, ProQuest
Dissertations and Theses.

Guba, E. (1981). “Criteria for assessing the trustworthiness of naturalistic inquiries”. ECT], 29(2),
75-91.

Guix, M., Bonilla-Priego, M., and Font, X. (2017). “The process of sustainability reporting in
international hotel groups: An analysis of stakeholder inclusiveness, materiality and
responsiveness”. Journal of Sustainable Tourism, 1-22.

Gunningham, N. (2007). “Incentives to improve farm management: EMS, supply-chains and civil
society”. Journal of Environmental Management, 82(3), 302-310.

Hahn, R. and Kthnen, M. (2013). “Determinants of sustainability reporting: a review of results,
trends, theory, and opportunities in an expanding field of research”. Journal of Cleaner Production, 59,
5-21.

Hart, S.L.. and Milstein, M.B. (2003). “Creating sustainable value. Academy of Management
Executive”, 17 (2), 56-67.

Hart, S.L.. and Sharma, S. (2004). “Engaging fringe stakeholders for competitive imagination”.
Academy of Management Executive, 18 (1), 7-18.

Higgins, C., Stubbs, W. and Love, T. (2014), “Walking the talk(s): organisational narratives of
integrated reporting”, Accounting, Auditing and Accountability Jonrnal, 27(7), 1090-1119.

Holgaard JE and Herreborg Jorgensen T. (2005). “A decade of mandatory environmental reporting
in Denmark”™. Eurgpean Environment, 15, 362-373.

Ioannou, I. and Serafeim, G. (2015). “The impact of corporate social responsibility on investment
recommendations: Analysts’ perceptions and shifting institutional logics”. Strategic Management
Journal, 36(7), 1053-1081.

Ioannou, I. and Serafeim, G. (2017). “The Consequences of Mandatory Corporate Sustainability
Reporting”. Harvard Business School Research. Working Paper No. 11-100.


https://www.globalreporting.org/resourcelibrary/Small%20Business%20Big%20Impact%20Booklet%20Online.pdf
https://www.globalreporting.org/resourcelibrary/Small%20Business%20Big%20Impact%20Booklet%20Online.pdf
https://www.globalreporting.org/gri-20/Pages/Our-First-20-Years.aspx
https://www.globalreporting.org/gri-20/Pages/Our-First-20-Years.aspx

Johnson, M. and Schaltegger, S. (2016). “Two Decades of Sustainability Management Tools for
SMEs: How Far Have We Come?” Journal of Small Business Management, 54(2), 481-505.

Kaplan, R. and Norton, D. (1992). “The Balanced Scorecard - Measures That Drive Performance”.
Harvard Business Review, 71-79.

KPMG. (2013). “Carrots and Sticks. Sustainability reporting policies worldwide-today’s best
practice, tomorrow’s trends”. Helsinki, Finland: KPMG [Accessed on 2018-02-28]
https://assets.kpmg.com/content/dam/kpmg/pdf/2016/03/Carrots-and-Sticks-11-12-2015.pdf

KPMG. (2015). “Sustainability Report 2015”. [Accessed on 2018-02-25]
https://home.kpmg.com/sg/en/home/insights/2016/05/kpmg-sustainability-report-2015.html

KPMG. (2017). “Krav pa hallbarhetsrapportering fran och med 2017”. [Accessed on 2018-01-10]
https://home.kpmg.com/se/sv/home/nyheter-rapporter/2016/03 /krav-pa-

hallbarhetsrapportering-fran-1-juli.html

Kvale, S. and Brinkmann, S. (2014). “Den kvalitativa forskningsintervjun”. 3 upplagan, Lund:
Studentlitteratur.

Laplume, A.O., Sonpar, K., Litz, R.A.(2008). “Stakeholder theory: reviewing a theory that moves
us”. Journal of Management 34, 1152-1189.

La Torre M., Sabelfeld S., Blomkvist M., Tarquinio L. and Dumay J. (2018). “Harmonising non-
financial reporting regulation in Europe: practical forces and projections for future research”,
Meditari Accountancy Research.

Levy, D., Szejnwald Brown, H., and De Jong, M. (2010). “The Contested Politics of Corporate
Governance”. Business and Society, 49(1), 88-115.

Lincoln, Y. (1995). “Emerging criteria for quality in qualitative and interpretive research” Qualitative
Inguiry, 1, 275-289.

Lincoln, Y., and Guba, E. (1985). “Naturalistic inquiry”’. Beverly Hills, Calif.: Sage.

Lindblom, C.K. (1994), “The implications of organizational legitimacy for corporate social
performance and disclosure”, paper presented at the Critical Perspectives on Accounting Conference, New
York.

Manetti, G. (2011). “The quality of stakeholder engagement in sustainability reporting: Empirical
evidence and critical points”. Corporate Social Responsibility and Environmental Management, 18(2), 110—

122.

Manetti, G., and Toccafondi, S. (2012). “The role of stakeholders in sustainability reporting
assurance”. Journal of Business Ethics, 107(3), 363-377.

[64]


https://home.kpmg.com/se/sv/home/nyheter-rapporter/2016/03/krav-pa-hallbarhetsrapportering-fran-1-juli.html
https://home.kpmg.com/se/sv/home/nyheter-rapporter/2016/03/krav-pa-hallbarhetsrapportering-fran-1-juli.html
https://home.kpmg.com/se/sv/home/nyheter-rapporter/2016/03/krav-pa-hallbarhetsrapportering-fran-1-juli.html
https://home.kpmg.com/se/sv/home/nyheter-rapporter/2016/03/krav-pa-hallbarhetsrapportering-fran-1-juli.html

Massa, L., Farneti, F., and Scappini, B. (2015). “Developing a sustainability report in a small to
medium enterprise: Process and consequences”. Meditari Accountancy Research, 23(1), 62-91.

Merriam, S.B. (1998). “Qualitative research and case study applications in education”, (Rev. and
expanded ed., Jossey-Bass education series). San Francisco: Jossey-Bass.

Merriam, S.B. (2009). “Qualitative Research — A Guide to Design and Implementation”. 1st
edition. San Francisco: Jossey-Bass.

Miles, M.B. and Huberman, A.M. (1994). “Qualitative Data Analysis”. Thousand Oaks, CA: SAGE.

Mitchell, R., Agle, B., and Wood, D. (1997). “Toward a Theory of Stakeholder Identification and
Salience: Defining the Principle of Who and What Really Counts”. The Academy of Management
Review, 22(4), 853-880.

Mobus, J.L. (2005). “Mandatory environmental disclosures in a legitimacy theory context”,
Accounting, Auditing and Accountability Journal, 18(4), 492-517.

Moneva, J., Archel, P., and Correa, C. (2006). “GRI and the camouflaging of corporate
unsustainability”. Accounting Forum, 30(2), 121-137.

Moratis, L., and Brandt, S. (2017). “Corporate stakeholder responsiveness? Exploring the state and
quality of GRI-based stakeholder engagement disclosures of European firms”. Corporate Social
Responsibility and Environmental Management, 24, 312-325.

Morsing, M. and Perrini, F. (2009). “CSR in SMEs: Do SMEs matter for the CSR agenda?” Business
Ethics: A European Review, 18(1), 1-6.

Muinoz Torres, M.J, Fernandez Izquierdo, M.A, Rivera - Lirio, ].M, Leon - Soriano, R. and Escrig-
Olmedo, E. (2012). “Materiality analysis for CSR reporting in Spanish SMEs”. International Journal
of Management, Knowledge and Learning: IIMKL, 1(2), 231-250.

Nasdaq OMX Notdic (2018). “Aktier- Aktiekurser f6r bolag listade pa Nasdaq Nordic”. [Accessed
on 2018-02-08]
http://www.nasdagomxnordic.com/osakkeet?languageld=3

Nordnet (2014). “Borslistor”. [Accessed on 2018-05-18]
https://blogg.nordnet.se/borslistor

O’Dwyer, B. (2001). “The legitimacy of accountants' participation in social and ethical accounting,
auditing and reporting”. Business Ethics: A European Review, (10), 27- 39.

O'Dwyer, B. (2005). “The construction of a social account: a case study in an overseas aid agency”.
Acconnting, Organizations and Society, (30), 279-296.


http://www.nasdaqomxnordic.com/osakkeet?languageId=3
https://blogg.nordnet.se/borslistor/

Parker, L.D. (2005), “Social and environmental accountability research: a view from the
commentary box”, Accounting, Auditing and Accountability Journal, 18(6), 842-60.

Paten, D. M. (1992). “Intra-industry environmental disclosures in response to the Alaskan oil spill:
a note on the legitimacy theory”. Accounting Organizations and Society, 17(5), 471-475.

Pfarrer, M. D., Decelles, K. A., Smith, K. G., and Taylor, M. S. (2008). “After the fall: Reintegrating
the corrupt organization”. Academy of Management Review, 39(3), 730—749.

Phillips, R. (2003). “Stakeholder legitimacy”. Business Ethics Quarterly, 13(01), 25—41.

Phillips, R., Freeman, R. E., and Wicks, A. C. (2003). “What stakeholder theory is not”. Business
Ethics Quarterly, 13(04), 479-502.

Revell, A., Stokes, D., and Chen, H. (2010). “Small businesses and the environment: Turning over
a new leaf?” Business Strategy and the Environment, 19(5), 273-288.

RobecoSAM. (2017). “Country Sustainability Ranking”. [Accessed on 2018-02-28]
http:/ /www.robecosam.com/en/sustainability-insights/about-sustainability / country-
sustainability-ranking/

Salzmann, O., Ionescu-Somers, A., and Steger, U. (2005). “The business case for corporate
sustainability: Literature review and research options”, Ewuropean Management Jonrnal, 23(1): 27-36.

Sarbutts, N. (2003). “Can SMEs 'do' CSR? A practitioner's view of the ways small- and medium-
sized enterprises are able to manage reputation through corporate social responsibilities”, Journal of
Communication Management [1(4), 340 -347

Schaltegger, S. (1997). “Information costs, quality of information and stakeholder involvement —

the necessity of international standards of ecological accounting”. Eco-Management and Auditing, 4(3),
87-97.

Schaltegger, S., Burritt, RLL (2010). “Sustainability accounting for companies: Catchphrase or
decision support for business leaders?” Journal of World Business, 45(4), 375-384.

Schaltegger, S., and Figge, F. (1997). “Environmental shareholder value”. Basel: WWZ and Bank
Sarasin.

Shenton, A. K. (2004). “Strategies for ensuring trustworthiness in qualitative research projects”.
Education for Information, 22(2), 63-75.

Steven M. (2004). “Standardization of environmental reporting”. International Jonrnal of Environment
and Sustainable Development. 3(1), 76-93.

Strand, R., Freeman, R., and Hockerts, K. (2015). “Corporate Social Responsibility and
Sustainability in Scandinavia: An Overview”. Journal Business of Ethics, 127(1), 1-15.

[66]



Suchman, M.C. (1995), “Managing legitimacy: strategic and institutional approaches”, Academy of
Management Review, 20(3), 571-610.

Svenskt Niringsliv. (2018). “Svenskt Niringsliv — About us”. [Accessed on 2018-01-12]
https:/ /www.svensktnaringsliv.se/english/about-us_563030.html

Sveriges Riksdag. (2016). “Foretagens rapportering om hallbarhet och mangfaldspolicy-
Civilutskottets betinkande 2016/17: CU2”.

[Accessed on 2018-01-12]
https://www.riksdagen.se/sv/dokument-lagar/arende/betankande/foretagens-rapportering-om-
hallbarhet-och H401CU?2

The Swedish Government. (2016). “Regeringens proposition 2015/16:193- Foretagens
rapportering om hallbarhet och mangfaldspolicy”. [Accessed on 2018-01-12]
https://www.regeringen.se/49¢317 /contentassets/£927320bd4a04c798£c80662851298a2 / foretag

ens-rapportering-om-hallbarhet-och-mangfaldspolicy-prop.-201516193

Thomson, I., and Bebbington, J. (2005). “Social and environmental reporting in the UK: A
pedagogic evaluations”. Critical Perspectives on Accounting, 16(5), 507-533.

Tillvaxtverket. (2014). “Hallbart foretagande — Foretagens villkor och verklighet 2014, Stockholm
oktober 2015”. ISBN: 978-91-87903-33-5. [Accessed on 2018-01-12]
https://tllvaxtverket.se/download/18.76¢25c0c1551556fb105298/1465378502980/info_0630_
webb_1%C3%A4nkad.pdf

UNGC. (2007). “After the Signature, A Guide to Engagement in the United Nations Global
Compact”, New York: United Nations Global Compact Office.

UNGC. (2013). “Global Corporate Sustainability Report 2013”. UN Global Compact Reports, 5(1), 1-
28.

Vormedal, I., and Ruud, A. (2009). “Sustainability reporting in Norway — an assessment of
performance in the context of legal demands and socio-political drivers”. Business Strategy and the

Environment, 18(4), 207-222.

Willis, A. (2003). “The Role of the Global Reporting Initiative's Sustainability Reporting Guidelines
in the Social Screening of Investments”. Journal of Business Ethics, 43(3), 233-237.

Zadek, S., and Raynard, P. (2002). “Stakeholder engagement: Measuring and communicating
quality”. Accountability Quarterly, 19(2), 8-17.

[67]


https://www.riksdagen.se/sv/dokument-lagar/arende/betankande/foretagens-rapportering-om-hallbarhet-och_H401CU2
https://www.riksdagen.se/sv/dokument-lagar/arende/betankande/foretagens-rapportering-om-hallbarhet-och_H401CU2
https://www.riksdagen.se/sv/dokument-lagar/arende/betankande/foretagens-rapportering-om-hallbarhet-och_H401CU2
https://www.riksdagen.se/sv/dokument-lagar/arende/betankande/foretagens-rapportering-om-hallbarhet-och_H401CU2
https://www.regeringen.se/49e317/contentassets/f927320bd4a04c798fc80662851298a2/foretagens-rapportering-om-hallbarhet-och-mangfaldspolicy-prop.-201516193
https://www.regeringen.se/49e317/contentassets/f927320bd4a04c798fc80662851298a2/foretagens-rapportering-om-hallbarhet-och-mangfaldspolicy-prop.-201516193

APPENDIX 1

Interview Questions to Case Companies

1. General

1.1 Can you briefly tell us about your company?

1.2. What is your current role at your company?

1.3 When did your company start reporting and why?

1.4 Why and how do you use UN Global compact for sustainability report?
1.5 What are your motivations to publish a sustainability report?

2. Your sustainability reporting process
2.1 How do you work with your sustainability report during the year?
- Who inside the company are involved with sustainability reporting?
- How do these people work with sustainability reporting?
2.2 Would you characterize this work as a “top-down or bottom-up process’?
2.3 Which tools and resources do you use when preparing the sustainability report?

3. Stakeholder identification and stakeholder engagement
3.1 How have you identified your stakeholders?
- How and when do you communicate with your stakeholders?
- What is the challenge when identifying who the stakeholders are and how do you deal
with it?
3.2 How do the stakeholders participate in the sustainability reporting process?
- Can you give examples of when you involved stakeholders in your sustainability reporting
process?
3.3 In what way does your company take action from the stakeholders’ concerns in sustainability
issues?
3.4 How does your company build and sustain relationship with different stakeholders when it
comes to sustainability issues?

4. Reporting content
4.1 How does your company decide which aspects that are material and should be included or
excluded in the sustainability report?
4.2 Can you describe the process of major sustainability issues assessment/identification?
4.3 What do different stakeholders consider are the material sustainability issues?
- How do you include that in reporting process?
4.4 How has the content of the report evolved over time, in terms of reported aspects?
4.5 We noticed in your sustainability report that you use 10 different key figures and that you have
added new ones during the years.
- Why have you identified them as key figures? Why have you changed your key figures?



5. New Swedish law: disclosure of non-financial information
5.1 What are, in your opinion, the positive and negative impacts of new Swedish law on
sustainability reporting within your company? Can you give examples?
5.2 How has the new Swedish law affected your work with the sustainability report and the content
of it?
- Have you changed the way you are preparing the sustainability report?
5.3 How have you implemented the requirements from the law into your sustainability report?
- Who have been involved with adopting your report to the legislation?
- How have your stakeholders’ reaction been? Have they been involved somehow in your
work to comply with this law?
- Have you developed new policies or changed your key figures as a result of this
legislation?
5.4 How have this legislation impacted your content in the coming sustainability report? For
example, quantity, focus etc.
5.5 Which of the 5 mandatory areas in the law have been most challenging for you (in relation to
what you have disclosed and prioritized before)?

Interview Questions to External Organizations

1. General

1.1 Can you briefly tell us about your organization?

1.2. What is your current role at the organization?

1.3 What is the organizational and your role within the sustainability reporting field?

1.4 In general, what is the motivation behind companies’ decision to publish sustainability reports?

2. The sustainability reporting practices within the industrial sector
2.1 In your opinion, what do you think about the sustainability reporting practice among listed mid
and small cap companies? For example: strengths and development, challenges etc.

- What about the sustainability reporting practices within listed mid and small cap industrial
companies in particular?
2.2 From your experience, which roles within companies are most involved in the work with the
sustainability report?
2.3 In general, which sustainability reporting framework are the most commonly adopted among
the listed mid and small cap industrial companies? Why?
2.4 How has the sustainability reporting evolved over time, in terms of quality and quantity?

3. Stakeholder engagement

3.1 Who do you think are the companies’ primary and secondary stakeholders when it comes to
sustainability reporting?

3.2 How do you think companies’ stakeholders can contribute to the sustainability reporting
process? In what way?

3.3 On a sector level, what do industrial companies’ stakeholders consider are the most important
sustainability issues?

3.4 In what way do you think that companies respond to the stakeholders’ concerns in sustainability

issues?
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4. The New Swedish law: disclosure of non-financial information
4.1 What is your opinion of the new Swedish law about disclosure of non-financial information?

- Positive and negative aspects.

- What do the stakeholders of industrial companies think about this new legislation?
4.2 How have the industrial companies implemented the requirements from the law into their
sustainability report?

- Who have been involved with adopting their sustainability report to the legislation?

- Have their stakeholders been involved somehow in their work to comply with thislaw?

- Have they developed new policies or changed their key figures/KPIs as a result of this
legislation?
4.3 Which of the 5 mandatory topics in the law have been the most challenging for industrial
companies (in relation to what they have disclosed and prioritized before)?
4.4 After the implementation of this new law, in your opinion, do you think that companies are

going to be more accountable and transparent in their reporting?
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Tentative Project Schedule

Tentative project schedule (Johan Nystrém & Sovuthy Oum)

APPENDIX 2
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