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ABSTRACT

The Corporate Sustainability Reporting Directive (CSRD) is said to be a paradigm shift in sustainability
reporting. With its extensive framework, organizations face the challenge of becoming compliant in a
short time. This thesis is a case study of the apparel sector, with a particular focus on the sports and
outdoor industry. It examines how the CSRD drives change within affected organizations through the
lens of institutional and innovation theory. This thesis employs a qualitative research approach, with
interviews as an empirical data collection method. Our conclusions show that the CSRD drives change
through the implementation of new processes, methods, and innovations, as well as strong influences
of legitimacy-seeking behavior. Data collection necessary to comply with the directive poses a
challenge, as no dominant [T-system exists, despite many emerging tools. Prerequisites such as
company size and resources determine the level of difficulty when facing the directive. Consultants

play a crucial role, both in translating the directive and offering legitimacy to organizations.
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1. INTRODUCTION

This research begins with an introductory chapter, which includes a background discussion and an
introduction to the Corporate Sustainability Reporting Directive (CSRD), newly implemented by the
European Union (EU), and the apparel industry. This is followed by a problem discussion that provides
a generous picture of the current challenges in sustainability reporting in its surrounding field. Finally,

the purpose and research question are presented, along with the delimitations of the study.

1. 1. BACKGROUND

The challenges of sustainability reporting are many, stemming from a lack of technical solutions to
methodological practices. There is a need for actors to collaborate to enable innovation within
sustainability accounting systems to implement ESG data (Chopra, Senadheera, Dissanayake, Withana,
Chib, Rhee, & Ok, 2024: 6-9). For organizations to change strategy, research suggests that internal and
external pressure, the right resources, and a comprehensive understanding of the requirements are
necessary (Aragon-Correa, Marcus, & Vogel, 2020: 344, 347). With its extensive framework, the CSRD
is expected to change sustainability reporting as we know it, forcing it to become a natural part of the
business model (Hristov & Searcy, 2024: 444, 447). However, compliance with the CSRD through
guidelines of the European Sustainability Reporting Standards (ESRS) is projected to present
significant challenges for companies, particularly due to the short implementation timeline (Hummel &

Jobst, 2024: 333).

This thesis seeks to take a step into the future of sustainability reporting and the change process currently
unfolding in real-time. This has been done by researching how actors, affected by the CSRD in different
ways, understand and meet its regulatory demands. This process has been examined through the lenses

of institutional and innovation theory.



1.1.1  SUSTAINABILITY REPORTING AND THE CSRD

To understand sustainability reporting as a practice, a rather technical background is required.
Sustainability disclosures are primarily concerned with issues of an Environmental, Social, and
Governance (ESG) nature (Chopra et al., 2024: 1). ESG and sustainability are often used
interchangeably (Dinh, Husmann, & Melloni, 2023: 2), and will be done so also in this thesis. There are
various ways to report on ESG matters. Global Reporting Initiative (GRI) has become the leading
standard for voluntary sustainability reporting (Brown, de Jong, & Jessidrenska, 2009: 185). In
developing the guidelines for the CSRD, the European Financial Reporting Advisory Group (EFRAG)

has aimed for harmonization with GRI (EFRAG & GRI, 2023).

Europe and the EU have taken on a leading role in regulating sustainability practices and setting a global
standard for implementing new protocols (Pizzi & Coronella, 2024: 1-3). The EU Non-Financial
Reporting Directive (NFRD) was a starting point for mandatory sustainability reporting. It entered into
effect in 2018 and covered large EU-based public interest enterprises (Dinh et al., 2023: 4). This laid
the foundation of the far more extensive CSRD that firms now face (Hummel & Jobst, 2024: 321). The
CSRD increases the number of firms subject to compliance. It significantly broadens the scope of data
to disclose compared to previous standards, requires a third-party audit, and incorporates the disclosures
of non-financial data into the financial report. One of the main purposes of the regulation is to
standardize company sustainability reporting and increase transparency on ESG issues
(Gillbertd’Halluin, 2024: 4-7). Companies subject to the CSRD, referred to as undertakings, are
expected to disclose sustainability impacts, risks, and opportunities according to newly drafted
requirements — the ESRS (European Commission, 2023: 1). The ESRS is a comprehensive framework
that guides all undertakings to present consistent and transparent information according to the CSRD
(Fornasari & Traversi, 2024: 124-125). Ultimately, the CSRD seeks to ensure greater accountability by
providing stakeholders with comparable information on companies' environmental and social impact

(Frydlinger, 2024: 56, 169). Stakeholders are defined as individuals or groups affected by the business,



as well as primary users of general-purpose financial reporting, for example, investors (Regulation

2023/2772: 8).

The directive is part of the European Green Deal, which seeks to transform Europe into a

resourceefficient, competitive economy, with no net greenhouse gas emissions by 2050, while ensuring

that “no person and no place” is left behind (European Commission, 2024). The new directive is

gradually being implemented. Starting with large listed European companies, the first reports were

released in 2025, covering the fiscal year 2024 (European Commission, 2023: 5). Until 2029, we will

see a phase-in period for smaller and non-European organizations (see table A).

CSRD implementation timeline (before Omnibus)

First Accounting
reporting for fiscal |Companies concerned:
year: year:
Companies already subject to NFRD (large listed companies, large banks and
2025 2024 large insurance undertakings — all if they have more than 500 employees), as
well as large non-EU listed companies with more than 500 employees
2026 2025 Other large companies, including large non-EU listed companies
2027 2026 Listed SMEs, including non-EU listed SMEs. However, listed SMEs may
(possible to | (possible to |decide to opt out of the reporting requirements for a further two years. The last
opt out until | opt out until |possible date for a listed SME to start reporting is 2029, covering the financial
2029) 2028) year 2028.
Non-EU companies that generate over EUR 150 million per year in the EU
2029 2028 and that have in the EU either a branch with a turnover exceeding EUR 40
million or a subsidiary that is a large company or a listed SME will have to
report on the sustainability impacts at the group level of that non-EU company
Not in scope of CSRD Micro-companies

European commission (2023:5)

Company size definitions

Large companies

Exceeding at least two of the following three criteria:
€25m (balance sheet total);

€50m net turnover;

250 employees during the financial year.

SMEs

Do not exceed two of the following three criteria:
€25m (balance sheet total);

€50m net turnover;

250 employees during the financial year.

Micro-companies

Do not exceed two of the following three criteria:
€450 000 (balance sheet total);

€900 000 net turnover;

10 employees during the financial year.

Gillbert-d’Halluin (2024:9)

Table A: Implementation timeline for the CSRD (subject to change due to the Omnibus proposal)




In February 2025, well into this thesis, the European Commission put forward the Omnibus proposal,
suggesting great amendments to the CSRD. By this, the Commission expects to simplify sustainability
reporting by providing more time for preparation, removing the sector-specific standards from the ESRS
framework, and reducing the number of undertakings by up to 80% (including all SMEs). For SMEs, a
voluntary sustainability reporting standard has been submitted to provide SMEs with a simple and
recognized tool for stakeholders that still demand sustainability information (European Commission,
2025: 3-4). However, the proposal has not yet been approved by legislative bodies of the EU and can

therefore undergo changes.

1.1.2 THE APPAREL INDUSTRY

This report will take its stance within the apparel sector with a particular focus on the sports and outdoor
industry, which is particularly relevant in the context of the CSRD for several reasons. In public
discourse, the textile industry, which apparel is a part of, is often criticized for its negative impact on
sustainability, especially regarding climate change. Today, the textile industry is responsible for 8-10%
of global emissions (Stridsland, Biernstad, Vigen, Lange Ostergaard, & Sanderson, 2023: 1).
Additionally, textile consumption in Europe has the fourth highest environmental impact (European
Commission, 2022: 1). In addition, social risks have been identified in the apparel supply chain,
including poor working conditions and child labor. The apparel industry is characterized by production
in developing countries and numerous intermediaries (Koksal, Strahle, Miiller, 2018: 1-2), which
further complicates sustainability reporting as the ESRS requires data from the whole value chain in
several cases (EFRAG, 2024: 5). For example, CSRD compliance in most cases requires a global gas
emission inventory, which includes emissions across the entire value chain. Significant development is
still needed before these emissions can be adequately quantified due to a lack of available data

(Stridsland et al., 2023: 1, 8-9).



1.2. PROBLEM DISCUSSION

This thesis takes a first step into the future of sustainable business practices and the process of change
currently unfolding. Due to its extensive regulatory scope, the CSRD has been described as a paradigm
shift in corporate sustainability practices (Chopra et al., 2024: 1), raising questions about how it will
influence organizational behavior. As we are in the cradle of implementing the CSRD, this process
remains largely unexplored. Previous research gives several clues to how organizations may respond to

regulatory change.

Fornasari and Traversi (2024: 129) suggested that the introduction of the CSRD marks a shift in
sustainability as an integrated part of an organization’s core strategic framework. Further, the authors
argued that sustainability is moved from an issue of regulation and compliance to a strategic imperative
in the business model for long-term corporate success. However, all organizations might not act on
equal terms. According to Pizzi and Cornella (2024: 2-3), NFRD had positive effects in inspiring
sustainability disclosure for companies beyond the legal requirements as a new way to legitimize their
business. Thanks to this experience, large companies are expected to be well prepared for the CSRD.
For SMEs, however, only a few have voluntarily prepared themselves by reporting according to the
NFRD, and researchers now expect them to be late adopters due to a lack of experience (Pizzi &
Cornella, 2024: 2-3). Hummel and Jobst (2024: 323) suggested that mandatory disclosure requirements
that are specific and are accompanied by severe reprisal if not followed will increase the quantity and
quality of the information disclosed (Hummel & Jobst, 2024: 323). However, it is also argued that
penalties for non-compliance may not pose a sufficient threat to change corporate behavior, as
regulatory authorities often lack the power to control compliance (Baron & Lyon, 2012: 129;
AragonCorrea et al., 2020: 347). Instead, institutional incentives such as legitimacy and peer pressure
become significant factors, as organizations are affected by actors within the same industry or network.
Additionally, organizations must have the right resources and a clear understanding of the requirements
in order to change their environmental strategies (Aragon-Correa et al., 2020: 344). Lastly, Hummel

and Bauernhofer (2024: 386) introduce the concept of ‘endeavor to comply’, suggesting that while the



legal requirements may be too high to fully meet, organizations still strive to comply, even at the risk
of failure. Clearly, there are many beliefs on how sustainability regulations affect the shift toward a

sustainable industry.

Yet another response to legislation is illustrated by decoupling. There is little European research into
the link between sustainability reporting and ESG performance. Instead, the focus tends to be on the
link to financial performance (Dinh et al., 2022: 2). Despite increased sustainability disclosure, warning
signals persist about disconnected, decoupled sustainability practices and limited impact of existing
regulatory frameworks (Pizzi, Principale, Fasiello & Imperiale, 2023: 816-817). Decoupling occurs
when efficiency is put aside for the sake of legitimacy, and the implementation of new practices is
merely symbolic (Meyer & Rowan, 1977: 356-357; Bromley & Powell, 2012: 497). Decoupled
sustainability activities — such as greenwashing — suggest that disclosure is carried out to the extent that
it increases a companys’ profits. According to Pizzi et al. (2023: 816-817), this misalignment between

corporate communication and action has been enabled by unclear regulations.

The policy for a green transition is also expected to change the innovation system landscape with the
rise and decline of new and old actors (Lundvall, 2024: 300). While there are some studies on how
environmental policy changes the business ecology and drive system innovation, findings are implicit
and deserve further investigation (Shao, Hu, Cao, Yang, & Guan, 2020: 1472, 1474). Porter’s hypothesis
(Porter & van der Linde, 1995: 104-105) argues that environmental regulation will lead to financial
gains for an enterprise, as they are forced to innovate to comply, which will give offsets in the form of
efficiency and competitive advantages. Investing in compliance can therefore give first-mover
advantages. Porter and van der Linde (1995: 108) further argued that the costs associated with
compliance are often overrated as they do not include the gains that will come later on from these
advantages. Pizzi and Coronella, however, stated that sustainability reporting puts SMEs in a relatively
disadvantaged position as the cost has proven to outweigh the benefits. For large companies, on the

other side, it can still be a fruitful act, as it legitimizes their business in the eyes of customers and



stakeholders. Another counterargument to Porter’s hypothesis is that regulation causes bureaucracy that
staggers innovation practices and reduces funding to innovation activities (Blind & Miinsch, 2024: 3).
In the specific context of mandatory non-financial disclosure, Grewal, Riedl, & Serafeim
(2019: 3078-3079), argued that it brings a substantial downside for the economic performance of the
firms if they have low sustainability performance in the first place. If they already have good practices

in place, however, it can enhance their competitive advantages.

Understanding how regulation implies change gives managerial insights to promote the organizations’
interest in the change process. This goes not only for firms but also for supporting actors, such as
industry associations and universities. Usually, companies strive to comply by following legitimate
ways set by successful competitors rather than leading the development of new, more sustainable
practices, as it comes with risk and high investments (Bansal & Roth, 2000: 727-728). However,
stakeholder demand or societal change can create innovative behavior, threatening the existing
dynamic. This means that organizations must be responsive if innovation starts taking place, not to lose
status (Suchman, 1995: 594). ‘Business as usual’ is, in other words, a risky game to play. Hoffman
(1999: 366-367) argued that the process of change is preceded by chaos. In chaos, institutions are
reshaped, and actors (organizations) are given the power to influence the expected behavior of
tomorrow. In other words, the expectations placed on organizations to maintain legitimacy remain
uncertain and are currently under exploration. With the CSRD comes high expectations — this essay

investigates how organizations respond during a presumed moment of chaos.

1.3 PURPOSE AND RESEARCH QUESTIONS

This thesis describes the change process in the organizational field of the CSRD, taking a stance in the
apparel industry, with a focus on the sports and outdoor sectors. Institutional and innovation theory
were applied to guide the analysis. The purpose is to investigate how companies handle compliance,
offering important insights into how organizations strategically navigate regulatory change and the

innovation processes it triggers. This research provides a unique opportunity to document a paradigm



shift in sustainable business practice — taking a snapshot of chaos and how actors behave when

legitimate standards have not yet been established.

Research question: How is the CSRD driving change within affected organizations?

1.5 DELIMITATIONS

The textile industry is a vast and complex field, and this thesis does not seek to investigate the effects
of the CSRD within an entire industry. Instead, by starting with a few apparel brands within the sports
and outdoor sector and using snowball sampling, further described in Chapter 3, we explore how the

CSRD affects a limited organizational field in different ways.

Another limitation is the CSRD in itself and its changing characteristics. With the Omnibus proposal,
numerous uncertainties were added during the writing process. The proposal was presented halfway
through the interviews, meaning that interviewees had varying knowledge about its scope. We have
chosen to treat the suggestion as another cause of change, or perhaps confusion, to our respondents.
Lastly, it is important to clarify that this thesis does not seek to assess the effectiveness of newly
implemented practices in terms of their sustainability outcomes. Nevertheless, given the nature of the

research — the CSRD — the discussion remains closely intertwined with sustainability considerations.

Hereafter, institutional and innovation theory is presented in Chapter 2, together with our conceptual
framework. Chapter 3 outlines a description of the research approach and methodology. In Chapter 4,
the empirical findings are presented, followed by Chapter 5 which uses the conceptual framework to
analyse the results. Lastly, Chapter 6 concludes our findings and presents an answer to the research
question, together with suggestions for theoretical and managerial implications as well as future

research.



2. LITERATURE REVIEW

Below follows a detailed introduction to institutional and innovation theory. These theories, along with
relevant theoretical concepts, form the foundation of the conceptual framework, presented at the end of

the chapter.

2.1 INSTITUTIONAL THEORY

Institutional theory is a large and multifaceted framework. In its purest form, institutional theory “...asks
questions about how social choices are shaped, mediated, and channeled by the institutional
environment” (Hoffman, 1999: 351). This is a way to understand organizational behavior, what affects
it, as well as how organizations change. It highlights the relationship between organizations, the impact
of formal and informal rules, and trends (Eriksson-Zetterquist, 2009: 4). Organizations and their
behavior can be understood as a construct or an effect of institutions and institutionalization, and
institutional theory is an increasingly popular way to understand this (Greenwood, Oliver, Suddaby, &
Sahlin-Andersson, 2008: 2, 5-6). According to Eriksson-Zetterquist (2009: 4), institutional theory
challenges the common assumption of organizations as purely rational. Therefore, this perspective was

found relevant to understand organizations’ response to CSRD.

As suggested in the introduction, sustainability reporting today is a conventional organizational
behavior, often symbolic or disconnected. This means that various methods are being employed to
achieve legitimacy, but research shows little evidence of sustainable practices being implemented.
Research suggests that the extensiveness of the CSRD and ESRS will force organizations into a change
of strategy in order to remain legitimate (Fornasari & Traversi, 2024: 121; 129); it will no longer be
possible to only appear sustainable. Through institutional theory, we can understand the organizational

behavior and response to this change process.

There is no consensus definition of institutions in the literature (Greenwood et al., 2008: 4), despite the

longstanding nature of the theory. DiMaggio and Powell (1991: 2-3; Eriksson-Zetterquist, 2009: 7, 13)



suggested that it is a consequence of the term being used in many disciplines (political science,
anthropology, organizational studies, and more). It can also be seen as a consequence of the different
definitions in the early literature (Greenwood et al., 2008: 4). Often, institutions are simply defined as
rules, norms, and beliefs, “that describe reality for the organization, explaining what is and what is not,
what can be acted upon and what cannot” (Hoffman, 1999: 351). This is a broad and common definition,
however, only a vague clarification of a complex concept. According to Jeppersson (1991: 145), the
institution depends on its self-sustaining social mechanism, suggesting that institutions are patterns
characterized by their reproduction. In an attempt to provide a common understanding to institutions,
Greenwood et al. (2008: 4) suggested a “more-or-less taken-for-granted repetitive social behavior that
is underpinned by normative systems and cognitive understandings that give meaning to social
exchange and thus enable self-reproducing social order”. Seemingly, there is no simple way to

understand or define institutions.

To what extent institutions affect organizations, or rather, what agency organizations have in relation to
institutions, is a twisted question. Friel (2017: 212-213) describes different interpretations of institutions
in the literature. Institutions can both be seen as consciously designed tools used to utilize goals or
simply as products of history and context. From a contrasting and more flexible perspective, actors can
be seen as having some agency in shaping and interpreting the institutions. (Friel, 2017: 212213). The
problem in the literature, therefore, lies in an inconsistent use of this complex term. Importantly,
however, and as suggested by Czarniawska (2009), institutions limit organizations in *“...what is possible

to do, think and imagine” (Czarniawska, 2009; Corvellec & Eriksson-Zetterquist, 2017: 365).

2.1.1 LEGITIMACY AND DECOUPLING

Legitimacy can be defined as “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” (Suchman, 1995: 574). By this, we can understand that an organization will engage in

sustainable activities as a response to the expectations of legitimacy within an institution. Research by

10



Risi, Vigneau, Bohn, and Wickert (2023: 9) suggested that both organizations and stakeholders use
societal values as a compass for legitimacy, and they are thus interdependent in their strive to remain

legitimate.

Legitimacy is not static, but rather a part of the change process. By being agile and following new
directives, organizations receive legitimacy from their institutional surroundings (Czarniawska-Joerges
& Sevon, 1996; Corvellec & Eriksson-Zetterquist, 2017: 366). However, this is not enough to be
perceived as a legitimate actor — the organization also needs to be assessed. For example, this can be
done using expensive consultant services through which the organization gains legitimacy in the
institutional surrounding (Meyer & Rowan, 1977: 350-351; Eriksson-Zetterquist, 2009: 67). When
discussing legitimacy, it is essential to understand that organizations do and act upon what they believe
is expected. Consequently, organizations will prioritize services, [T-solutions, recruitment, and more,
based on institutionalized myths of the best alternative (Meyer & Rowan, 1977: 344; 355). The myth
is the rationalizing of the pressures organizations perceive from the external environment (Bromley &
Powell, 2012: 487). Therefore, organizations will not necessarily prioritize the most efficient solution

but the one that defines or redefines their legitimate status (Meyer & Rowan, 1977: 344, 355).

According to Meyer and Rowan (1977: 356-357), decoupling is an organizational standardization
strategy to adapt to surrounding myths in a striving for legitimacy. By disconnecting structures that
enhance legitimacy from the practice of efficiency, an organization can be flexible and survive.
Greenwood, Raynard, Kodeih, Micelotta and Lounsbury (2011: 350) conclude that organizations take
symbolic actions to remain legitimate while maintaining their core identity or purpose. Thus, we
understand that organizational strategies can be decoupled from practices to provide a socially accepted

surface, whereas actual conditions do not change.

Organizations' need for legitimacy tends to lead to decoupling (Meyer & Rowan, 1977: 340) and actions

that do not align with the organization's purpose or vision. Bromley and Powell (2012: 485) separate
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decoupling into the older practice of policy-practice and the more contemporary means-ends
decoupling. They suggested that “... policy-practice decoupling can be thought of as symbolic adoption,
means-ends decoupling is better characterized as symbolic implementation” (Bromley & Powell,

2012: 497). This means that in policy-practice decoupling, the decision is important in itself, but the
practice may not even be implemented. Means-ends, on the other hand, suggest that the routines will
likely be implemented, but the link between the routines and the desired outcome is unclear (Bromley
& Powell, 2012: 485; 489-490). An organization adopting sustainability as part of its brand identity is
a good example of means-ends decoupling. Organizations may take on new policies, hire sustainability
managers, set ESG-goals, and release sustainability reports. This, however, does not necessarily mean
that the efforts will lead to their intended purpose. Instead, it is a response to institutionalized pressure
for the organization to appear legitimate. What was initially a symbolic, decoupled activity can,
however, in time, be an integrated part of the organization (Greenwood et al., 2011: 350; Edelman,
1992). In Figure A and Figure B, we see the different processes between policy-practice decoupling

versus means-ends decoupling.

Ideal Type Policy-Practice Decoupling

Policies, practices, and Policies disconnected from
outcomes are aligned daily practices
Formal Policy Formal Policy

QN

A A

Daily Practices Daily Practices ——— C(losely and causally linked

----- - May or may not be linked

T
)
i —®’ Little or no relation
'
1
3 \ 4
Intended Intended
Outcome Outcome

Figure 1 Ideal Organization versus Policy—Practice Decoupling.
Figure A: policy-practice decoupling. From Bromley & Powell (2012: 491)
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Ideal Type Means-ends Decoupling

Policies, practices, and Policies are implemented in
outcomes are aligned practice, but loosely tied to
outcomes
Formal Policies Formal Policies
A A
Daily Practices Daily Practices — C(losely and causally linked

..... - May or may not be linked

Q@ "@" Little or no relation
BN

A A

Intended Intended

Outcome Outcome

Figure 2 Means—Ends Decoupling.

Figure B: means-ends decoupling. From Bromley & Powell (2012: 497)

2.1.2 INSTITUTIONALIZATION

Institutionalization is “the processes by which social processes, obligations, or actualities come to take
on a rule-like status in social thought and action” (Meyer & Rowan, 1977: 341). Or, as defined by
Zucker (1983: 5), the “alternatives may be literally unthinkable”. In other words, it is the mechanism
by which institutions and the surrounding obligations take on common acceptance and conformity. For
example, schools and universities are institutions for education, with an institutionalized expectancy of
learning and truth. In the same way, a stop sign in traffic is a small institution due to its legal status,
bringing institutionalized behavior and social status (Meyer & Rowan, 1977: 341). The level of
institutionalization varies, and Zucker (1977: 742) argued that the higher the degree of
institutionalization, the greater the uniformity of an understanding. This means that social control is
kept without maintenance, as prevailing norms are widely accepted and there is a general resistance to
change. Greenwood et al. (2008: 5) interpret Zucker’'s work to mean that institutionalization is an

unmonitored process through which ideas and practices gain legitimacy by being reborn through
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generations. In contemporary research, however, institutionalization has received a less nuanced
interpretation with greater emphasis on the spread of practice. Greenwood et al. (2008: 15) argued that
“institutionalization has become accepted as the process whereby things become institutionalized,
which, in turn, simply means that things are more or less taken for granted”. Importantly, Boxenbaum
and Jonsson (2008: 90) point to the difference between institutionalization and adaptation, putting
forward that an increase in adaptation, for instance by an innovation, does not equal institutionalization.
This illustrates that a great spread and adaptation of the CSRD-reporting is not equivalent to the
CSRDreporting as a fully institutionalized practice. This is in contrast to, for example, tax filing, which

is highly institutionalized in many countries and thus a practice from which it is unthinkable to deviate.

2.1.3 ORGANIZATIONAL FIELDS AND THE PROCESS OF CHANGE

DiMaggio and Powell (1983: 148) defined an organizational field as “organizations that, in the
aggregate, constitute a recognized area of institutional life: key suppliers, resource and product
consumers, regulatory agencies, and other organizations that produce similar services or products”. This
implies that the field is defined by the institutional context and consists of all relevant actors
(competitors, stakeholders, interest groups, and more). Hoffman (1999: 352) elaborated on this
description by suggesting that the field is also a center for discussion and dialogue. The field is thus
generated by a common issue, not simply products or industries. The issue defines the field as the field
is formed around issues important to various actors who might not have interacted otherwise.
Participants are, therefore, likely to have different interests in the field and are not to be confused with
a general population. For example, a government and an organization might both be affected by a new
regulation, but it would be wrong to assume they are affected in the same way or necessarily have the

same attitudes toward the regulation (Hoffman, 1999: 352).

Participation in the field is not voluntary; rather, membership is defined by patterns of social interaction.
Based on taken-for-granted institutional rules, social norms, and beliefs, participants collectively

establish a standard for legitimacy, suggesting that what is considered a legitimate action by an
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organization depends on the field (Hoffman, 1999: 351-352). What constitutes the field also depends
on the issue at hand, meaning that the field cannot be predetermined or defined without investigation
(DiMaggio & Powell, 1983: 148). This research explores an organizational field through networking

and snowball sampling to understand how the common issue of the CSRD drives change.

There can be triggering events that change the organizational field and the institutions that guide the
behavior of the field, for example, catastrophes or legal/administrative happenings (Hoffman, 1999:
353). Similarly, DiMaggio and Powell (2023: 15) describe how exogenous shocks are a common
explanation for change. These irregularities, resulting from, for example, technological disruptions
and/or regulatory change, can disturb the status quo and create an opportunity for new organizations or

practices.

A critique against institutional theory brought forward during the 1990s was a lack of addressing change
within organizational studies and instead focusing on stability and inertia (DiMaggio, 1995; Greenwood
& Hinings, 1996; Hoffman, 1999: 351). Hoffman (1999: 351) looked at the change process by studying
how institutions and organizational fields coevolve. The research showed that legitimate action was
determined by the organizational field as it affected the range of options. When fields change or evolve,
so does the range of possibilities. In other words, change in organizational fields reshapes institutions.
This change process is preceded by the above-mentioned triggering events, leading to chaos or
institutional revolution (Hoffman, 1999: 366). Taking sustainability as an example: The emergence of
sustainability as an organizational strategy has not always been an institutionalized practice. It has been
preceded by times of revolution and chains of events. Hoffman (1999: 366-367) argued that in these
short times of revolution, participants in the field are given some power. Although they cannot construct
the ultimate institutional order by themselves, they still have the power to influence the institutional

design through active participation.

Although times of change can appear more liberal, norms and the striving for legitimacy still prevail.
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Because of this striving, the change process will not necessarily lead to efficiency, simply following a
new norm (Corvellec & Eriksson-Zetterquist, 2017: 365). This suggests that it is not a desire to comply
with a new regulation to avoid a penalty that changes an organization's behavior, but rather the desire

to appear legitimate to its surroundings.

2.1.4 CONCLUDING REMARKS ON INSTITUTIONAL THEORY

Through institutional theory, we can understand the way organizations behave. The theory questions
organizations as rational agents and looks instead at how the surrounding institutions and
institutionalization form social behavior. The organization is legitimacy-seeking, which means that it
strives for confirmation from its institutional surroundings — the organization wants to do what is
perceived as socially accepted. This can lead to acts of decoupling as organizations prioritize inefficient
solutions or implement policies that do not lead to their intended outcome. Legitimate behaviors are not
static and can be changed through time and in moments of chaos. This chaos can be triggered by, for
example, the force of a new regulation. To explore this change, we look at the organizational field,
which is constituted around a common issue — in this case, the CSRD. The organizational field concerns

affected actors in various ways, and during change, the field evolves.

2.2 INNOVATION THEORY

As we now understand, the institutional environment is not static. Change is an ongoing process within
the organizational field, shaped by actors and disruptive events, such as the implementation of
legislation. In a constant striving for legitimacy, new practices and measures are explored as a means to
solve arising challenges. This type of development of new solutions and change can also be seen as an
act of innovation. We have therefore chosen to combine institutional theory with the lens of innovation

theory.
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2.2.1 DEFINING INNOVATION

It is important to distinguish innovation from invention, as innovation commonly refers to the invention
taken into use and practice (Dicken, 2015: 75; Fagerberg, 2005: 5). Many orientations within innovation
theory use terminology that focuses on technological developments. However, in the more recent
literature, innovation often holds a broad definition; for example, Rogers (2003: 12) defines innovation
as an idea, practice, or new object. Innovation is also a process, the creation and diffusion (spread among
actors) of new ways of doing things (Dicken, 2015: 75). For this study, innovation is generously defined
to include both technology, new practices, and the process of developing and diffusing these practices.
As innovation theory often stems from the technical field, the review includes many of these
perspectives. However, we apply the theories to the broader definition of innovation to answer our more

socially grounded research question.

2.2.2 CHAOS AND DOMINANT DESIGN

Innovation research has long studied the repetitive pattern of path-dependent and path-breaking
behavior (Lundvall 2024: 301). Technological change comes in clusters of innovations that are
synchronized, affect, and are affected by economic growth and decline in society (Dicken, 2015: 7778).
Anderson and Tushman (1990) describe a technological breakthrough, or discontinuity, as a trigger for
innovation. This could, for example, be the breakthrough of diesel as fuel instead of the steam engine.
The phase after a breakthrough is called an era of ferment and is characterized by several trials and hard
competition between designs. The invention is tested in different applications and substitutes previous
operating methods (Anderson & Tushman, 1990: 604-606). The era of ferment ends with the rise of a
dominant design. This would, for example, be when the most accepted and efficient design of a diesel
engine is established to replace a steam engine. The period following a dominant design’s breakthrough
is characterized by incremental innovation, which means that little or small changes are implemented
(Anderson & Tushman, 1990: 607). Perez (2010: 186-189) explained that innovations do not appear in
isolation but in relation to each other in a path-dependent development. In the emergence of a new

techno-economic paradigm, shared logic, and common sense are established and recognized as the new
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normal. This new normal sets the boundaries for the innovative evolution, the trajectory within which
innovation occurs. This means that innovations build upon each other in a path-dependent manner
(Perez, 2010: 194). As Anderson & Tushman’s era of ferment and dominant design, Perez
(2010: 186-189, 199) also described a rhythmic development of innovations and explained how the
institutional shift after a discontinuity comes with some extent of pain as it causes skills to be unwanted
and a need for unlearning and learning. Likewise, Lundvall (2024: 301) stated that the chaotic,

disruptive period will be ruled by confusion, conflict, and uncertainty.

In the context of ESG reporting, there are certain practices and solutions used to collect and report data.
With the CSRD, these practices need to adapt to meet the new requirements. According to theory these
new solutions will follow a common logic, a trajectory, to build upon legitimate practices. In this study,
we are investigating an era of ferment, triggered by the CSRD, describing ongoing innovation in search

of a dominant design.

2.2.3 REGULATORY CHANGE AS A DRIVER OF INNOVATION

Porter’s hypothesis states that well-designed environmental regulations can stimulate innovation. This
can offset the costs of compliance and may even lead to competitive advantages for an enterprise (Porter
& van der Linde, 1995: 105-110). Porter’s hypothesis has been elaborated on as the Brussel- or
California effect, meaning that markets with strict regulation may cultivate companies that can lead
exports in their niche (Blind & Miinsch, 2024: 1). The counter-hypothesis says that compliance with
environmental regulations restricts innovation as it causes compliance costs that hinder investment into
innovation activities (Blind, 2012: 393; Blind & Miinsch, 2024: 2). The results of studies on the matter
show somewhat ambiguous results, but several studies show that at least in the long run, there is a
positive effect on innovation stemming from regulation. On the short horizon, however, regulation

seems to hinder innovation (Blind, 2012: 395).
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Geels's (2002: 1260) multi-level perspective on technological transition explains how new fields of
innovation emerge. Geels (2002) described the technological transition process on several levels:
landscapes, regimes, and niches, as illustrated in Figure C. On a macro level, there is a socio-technical
landscape that changes according to broad trends in society, in a deeper, structural manner. Geels
(2002: 1260) meant that these trends are very rigid and dominant; they may be shaped by economic
growth, wars, and cultural and normative values. Technological regimes are heterogeneous elements
held together by strong links and co-dependence. The technology itself, consumer markets, symbolic
meanings, policy, and industry network — together shape a common understanding of ‘“how things work’
in a socio-technological configuration. In a regime, incremental innovation that builds on established,
routine-based behavior by the involved actors takes place in technological trajectories. Incremental
innovation is thus path-dependent and not only influenced by the innovators but also by society, users,
and stakeholders (Geels, 2002: 1259-1260). Radical innovation, on the other hand, takes place in niches
as they need a ‘safe space’ for development that allows for disruptive ideas seen as ‘monstrous’ to the
regime (Geels, 2002: 1261). There is a mismatch between ruling practices in the regime and niche
innovations, making it hard for innovations to penetrate the socio-technical regime. However, in a
technological transition, influence on a landscape level makes a ‘window’ for innovation to enter the
regime (Geels 2002: 1258). In relation to the CSRD, the sustainability trend on a landscape level creates
a ‘pull factor’ of the niche innovations that enables a trajectory of innovation towards the socio-technical

regime level. In this way, regulatory change can drive innovation that changes established practices.
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Figure C: Multi-level perspective on technological transition. From Geels (2002: 1263)

2.2.4 OPEN INNOVATION AND KNOWLEDGE TRANSFER

The open innovation model emphasizes the importance of external ideas and collaboration in driving
innovation. Companies are encouraged to use both internal and external knowledge to accelerate
innovation processes. Spill-offs from internal innovation processes can be used by external
environments, and a firm can also collect spill-offs from other firms for its internal use (Chesbrough,
2012: 20-22). While open innovation traditionally focused on outsourcing R&D, Cavalli and McGahan
(2024: 567) said that its core now lies in the fact that innovative ideas bringing value to the organization
may stem from outside. Cavalli and McGahan (2024: 570) elaborate on open innovation as a method to
meet the grand challenges of sustainability by bringing together ideas and capabilities of different
stakeholders. Fagerberg (2005: 74-75) wrote that knowledge transfer between actors is crucial in the

innovation process, as two or more ideas from different origins can be combined into a newness. From
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an innovation network perspective, the ability to innovate depends both on the capacity of the actors as

well as their ability to enable coupling between these actors (Binz & Truffer, 2017: 1285; 1287).

Regarding the transfer of knowledge between actors, innovation theory is complemented by Grant’s
knowledge-based view of the firm (Grant, 1996). Grant (1996: 111) defines tacit knowledge as
knowledge-how and explicit knowledge as knowledge-about. While explicit knowledge can be codified
and transferred easily, tacit knowledge is only transferred by its application, which makes the transfer
slow, costly, and uncertain, as it only happens between people’s interactions. To transfer knowledge, the
receiver of knowledge needs a capacity for aggregation or absorptive capacity. In other words,
knowledge must be transferred by a common language. Additionally, the receiver must possess the
necessary understanding to make use of new information (Grant, 1996: 111). In the strive for
compliance with the CSRD, different actors are expected to combine and spread knowledge to innovate
new technical solutions and new ways of working together. We understand this process through the

theoretical lens of open innovation and knowledge transfers.

2.2.6 DIFFUSION OF INNOVATION

Sustainability regulations create a need for change to reach compliance but also aim to achieve more
sustainable business practices. The diffusion of innovation, therefore, plays a crucial role in the change
process. By diffusion, innovation is communicated over time among the members of a social system
through certain communication channels (Rogers, 2003: 5, 11). A social system consists of individuals,
informal groups, organizations, and/or subsystems. The members of the system collaborate to solve
common problems and have a common objective. The social system has norms — behavioral patterns
by which actors play. These can both facilitate and hinder the diffusion of innovation (Rogers, 2003:
23-26). The social system differs from the organizational field of institutional literature, as actors of a
social system share the objective to solve a common problem, whereas actors in the organizational field
are affected by a common issue but do not necessarily share an agenda. Opinion leaders are members

of the social systems who have gained respect from existing norms and have the status to facilitate
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change. They can influence others in the adoption and diffusion of innovation. Change agents are
individuals who can access innovation and influence decision-makers to adopt it. These often use
opinion leaders to gain trust in the innovations that enable adoption (Rogers, 2003: 27-28). When
introducing the CSRD, the industry must develop and adapt its sustainability reporting practices
accordingly. To avoid ‘re-inventing the wheel’, successful means and methods are expected to be

diffused through the social system.

2.2.7 CONCLUDING REMARKS ON INNOVATION THEORY

Innovation does not only relate to technological solutions but also to new practices — new ways of doing
things. Innovation happens in cycles; a new cycle commences in a time of uncertainty and ambiguity,
as no established design has been decided on. Regulation that stems from large societal trends on a
landscape level can give opportunity to new, disruptive innovation to penetrate socio-technological
configurations. Innovation is stimulated by combining heterogeneous ideas to create newness, and the
ability to innovate thus depends on the connections between actors. The speed of knowledge flow
between actors also depends on the type of knowledge, whether explicit or tacit. The diffusion of
innovation depends on change agents and opinion leaders who spread innovation in the social system.

Innovation stands for change and newness, but it happens within the institutional environment.

2.3 CONCEPTUAL FRAMEWORK

A seasoned professional would say that institutional and innovation theory do not make an obvious
combination. On a light note, any foodie knows that sweet and salty is the perfect combination. As
discussed in Chapter 1, the CSRD is described as a challenging regulation that affects many
organizations in various ways. This chapter has presented two extensive theories and their relationship
to change. By applying these theoretical perspectives, we identify transformation triggered by the
CSRD. This combination offers attention to the ability to innovate but also considers how this happens

under institutional reign.
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Figure D: Illustration of the conceptual framework, by the authors

Figure D illustrates the conceptual framework of this thesis, which serves as a tool to examine the
change brought about by the CSRD. The framework conceptualizes how the directive generates
changed behavior and innovation that contribute to institutionalization. Additionally, it captures actors
within the organizational field and identifies the potential risk of decoupling. Due to the unexplored
terrain of the CSRD, we preferred using a broad framework in which the empirical findings more freely

are allowed to steer the discourse.
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3. METHOD

The following chapter presents a full account of the research process and the chosen methodology. It
includes a description of the research approach and research design, followed by an explanation of the
data collection process. The data collection section outlines the organizational field and the use of
snowball sampling, as well as the interviews, interview guides, and an introduction to the participants.
The chapter concludes with a description of the analysis method, an assessment of the research quality,

and a discussion of the ethical considerations taken during the study.

3.1 RESEARCH APPROACH

This research has investigated change triggered by the CSRD as it happens. To understand the process
through the perception of organizations, a qualitative strategy was chosen. Qualitative research sees
reality as constantly shifting and emphasizes an interpretive epistemology, suggesting that the social
world is to be understood by interpretation (Bell, Bryman & Harley, 2022: 31-31, 363). This allowed
us to investigate what actions organizations take as well as how they understand and motivate the

process. Hence, we see change being shaped by actors, therefore, we study by listening to these actors.

The research procedure was initiated by investigating sustainability reporting as a praxis of the
contemporary organization. This laid a foundation for the research question and guided the selection of
relevant theories. A thorough literature review was conducted to get a comprehensive understanding of
the chosen theory and its significance to the field, as suggested by Bell et al. (2022: 93). By the use of
search words like “CSRD”, “ESG-reporting”, “regulatory change”, to mention a few, relevant literature
was identified. For all academic sources, we performed background checks to understand the author's
position — for example, identifying their field of expertise — to better evaluate their perspectives and
contributions to the topic. In some cases, we supplemented classical articles with more modern
perspectives. For instance, DiMaggio and Powell’s 1983 article “The Iron Cage Revisited” is one of the
most recited articles on institutional theory and has significantly contributed to the foundation of

neoinstitutional theory. However, given that it is now more than 40 years old, we sought a contemporary
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perspective by including DiMaggio and Powell’s 2023 paper “The Iron Cage Redux: Looking Back and

Forward”, in which they reflect upon their groundbreaking work.

Based on the literature and research question, a draft version of the conceptual framework was
constructed. The primary data was thereafter gathered through interviews, where the literature review
set the foundation for the interview guides. Empirical data collection and analysis were conducted in
parallel to identify if there was any particular branch towards which we wanted to steer the research. In
the early process, the theoretical lens was wide but was gradually narrowed as the results began to form.

This way, we could use concepts that best aligned with our findings.

Timmermans and Tavory (2022: 14) describe that the purpose of research is to investigate what you do
not know — to look for surprises, rather than confirming what you already know. We have been open to
inductively finding phenomena of importance that lack adequate theory, as to our perception. Being a
new regulation, we see this openness as extra important in the context of the CSRD. In the process, we
have therefore been receptive to unexpected answers and perspectives. This openness has led us to
revise our conceptual framework as an iterative process between results and theoretical studies, as
visualized in Figure E. Our approach is therefore a mix of theory-confirming and theory-building,

usually referred to as an abductive study (Bell et al., 2022: 25).
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Figure E: lllustration of the research process, by the authors
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3.2 RESEARCH DESIGN

This research takes a stance in the apparel sector, with a particular focus on the sports and outdoor
industry. It explores an organizational field and its adaptation to CSRD, as a case in its own right. Actors
in the field are thus to consider the population of interest. Case studies are useful for describing the
complexities and contradictions of real life (Flyvbjerg, 2006: 237), as can be expected with the CSRD.
Additionally, case studies provide a strong research design when distinguishing the unique
characteristics of a case and understanding aspects of a broader phenomenon (Bell et al., 2022: 64). The
design also allows for phenomena to be studied in a real-life context (Crowe, Cresswell, Robertson,
Huby, Avery & Sheikh, 2011: 1). Case studies are at times dismissed due to difficulties in generalizing
the results, however, they provide a unique opportunity to offer concrete examples and
contextdependent insights (Flyvbjerg, 2006: 228). As this research investigates change as it happens,
this design was found suitable to describe transformation as no outcome of a completed process is yet

to be measured.

3.3 DATA COLLECTION

Interviews were used as both primary and secondary sources for data. The interviews were conducted
between February and April 2025. See section 3.3.3 for more details on the participating organizations.
When interviewees described situations in which they were directly involved, the interviews were
considered a primary data source. However, we treat the interviews as a secondary data source when
respondents spoke about phenomena they observed as witnesses rather than direct participants.
Additionally, we reviewed sustainability reports, scanned websites, industry news, and similar sources
to triangulate the interview data. This triangulation enhances the credibility of the research (Bell et al.,

2022: 369, 371).

3.3.1 DATA SAMPLING
The population consists of organizations that are affected by CSRD in any possible way, in other words,

the organizational field of CSRD. According to DiMaggio and Powell (1983: 148), participants in a
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field include various actors, for example, consultancy firms, software providers, and other. To
operationalize the research, a sample was selected by taking a stance in the apparel sector within the
sports and outdoor industry, then allowing additional adjacent industries through a snowball sampling.
We began the sampling by selecting three companies in the chosen industry. The connection was
established through our professional network — for example, by asking a former business acquaintance
to forward an interview request to the sustainability department at their organization. Thanks to the
interviewees’ networks and experience with current CSRD-related activities, new connections were
established with consultancies, industry associations, and more. Most of the subsequent respondents
were referred by previous participants. The snowball sampling method allowed for an expanding

network (Bell et al., 2022: 394-395), which further enriched the research.

A downside of the chosen method that is worth emphasizing has been the high dependency on
interviewees’ networks and their willingness to contribute. To ensure a sufficient number of participants,
additional contacts were made during the process, other than those directly referred to by previous
respondents. These respondents were found by reaching out to organizations directly mentioned in
interviews or within the same sector. For instance, when we have not been able to include the exact
consultancy firm that one respondent has mentioned, we have added a consultancy firm with similar

services instead, so as not to lose this perspective.

3.3.2 INTERVIEW GUIDE AND INTERVIEW PROCESS

The interview guides (Appendix A) were developed to address the CSRD, the change process, and
innovation, to answer the research question. This was done by following Josselson’s (2013: 36-37)
guidelines for formulating interview questions and translating theory into everyday language for
respondents. To illustrate: ‘Is there an industry praxis for following the CSRD?’ ‘Can you give
examples?’. As emphasized by Gioia, Corley, and Hamilton (2012: 19), care was also taken to avoid
asking leading questions. To illustrate, we asked questions such as ‘What opportunities do you see with

the CSRD?’ and ‘Have any roles been added or phased out in your field due to the CSRD?”.
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The questions guided the interview but did not limit or steer the discussion. Instead, the conversation
was allowed to evolve organically through open-ended and improvised follow-up prompts. By
emphasizing these adaptive questioning techniques (Bell et al., 2022: 439), new cues and perspectives
were explored. This was further supported by having both authors present during the interviews — one
leading the conversation, while the other held a critical perspective and asked follow-up questions. As
our respondents represent different types of organizations, with different functions to the CSRD, the
interview guide was given necessary adaptations. For example, interviewees from undertakings were
asked how they prepare internally to comply with the CSRD, while those from interest associations or

consultancies were asked how they support undertakings in achieving compliance.

All interviews were conducted via Microsoft (MS) Teams, using the platform’s built-in recording and
transcription tools. Time was reserved at the end of the interview for spontaneous questions or inputs
from the respondents. After each session, notes were taken on the setting and our impressions to avoid
losing any important details, as suggested by Bell et al. (2022: 433). Finally, transcriptions were
manually reviewed and corrected, as the automatic transcription sometimes misinterpreted what was

being said.

3.3.3 DATA INTRODUCTION
All respondents and organizations are kept anonymous, as this was a participation requirement for some
of the respondents. This confidentiality enabled participants to speak more freely during the interviews.

Table B provides a general overview of the respondents and the organization they represent.

Organization 1 Respondent 1 (R1)

An SME that sells outdoor clothing in various parts of the world, it has a strong | Title: Sustainability lead

sustainability profile and voluntarily publishes sustainability reports. The Type of organization: | Outdoor appare! brand

company's annual revenue is less than €50 million and employs fewer than 50

people. Interview date: 13 Feb 2025
Organization 2 Respondent 2 (R2)
An industry association for the outdoor sector, comprising approximately 70  [Title: Project manager

member companies. Its purpose is to unite expertise and foster collaboration

in innovation. The association focuses on facilitating sales and exports, as Type of organization: |Industry association

well as advocating for more sustainable business practices. Interview date: 4 Mar 2025

Table B: descriptive list of participants and represented organizations, compiled by the authors, part 1
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Organization 3

Respondent 3 (R3)

An outdoor clothing brand operating in multiple countries, with Germany as its
largest market. The company will be subject to CSRD reporting in 2026,
covering the fiscal year 2025. It is publicly listed, with annual revenue between

Title:

Sustainability Manager

Type of organization:

Outdoor apparel brand

€100-200 million and a workforce of 100 to 200 employees. Interview date: 14 Feb 2025
Organization 4 Respondent 4 (R4)
A sports brand that employs 100 to 200 people with an annual revenue Title: Sustainability Supply

between €50—100 million. The company is fully owned by Company 6 and
follows the sustainability reporting requirements applicable to its parent

Chain Manager

Type of organization:

Sports apparel brand

company. Interview date: 17 Feb 2025
Organization 5 Respondent 5 (R5)

A consultancy firm offering services related to the Chief Financial Officer Title: Consultant

(CFO) agenda, including CSRD-aligned sustainability reporting. It has fewer | Type of organization: | Consultancy

than 50 employees and an annual revenue of less than €10 million. Interview date: 12 Mar 2025
Organization 6 Respondent 6 (R6)

A large, publicly listed holding and parent company that owns 40 to 50 brands |Title: PLM & Traceability
across clothing, sports, and related sectors. Its annual revenue exceeds €800 Specialist

million. The company will be subject to CSRD reporting in 2026, covering the |Type of organization: |Holding company
fiscal year 2025. Interview date: 25 Feb 2025
Organization 7 Respondent 7 (R7)

An industry association for outdoor brands, employing fewer than 50 people  |[Tite: Head of CSR and
and representing over 150 members. Its activities include organizing events, Sustainability
conducting market research, and providing support to member brands, with a |Type of organization: |Industry association
strong emphasis on sustainability. Interview date: 17 Mar 2025

Organization 8

Respondent 8 (R8)

A large, international consultancy firm with over 3,000 employees and annual

Title:

Consultant, ESG

revenue exceeding €500 million. It offers management consulting services Associate
across various fields, including CSRD-related sustainability reporting. Type of organization: |Consultancy
Interview date: 17 Mar 2025
Organization 9 Respondent 9 (R9)
Title: CEO

A cluster organization that promotes innovation within the fashion and textile
sectors. It has over 100 partners and leads cross-organizational projects
aimed at driving sustainable transformation.

Type of organization:

Innovation cluster
organization

Interview date: 18 Mar 2025
Organization 10 Respondent 10 (R10)
A large, listed company in the outdoor industry with annual revenue exceeding | Title: Global Sustainability
€2 billion and more than 7,000 employees. Unlike the other companies Officer
studied, it owns some of its manufacturing facilities. It will report under the Type of organization: |Outdoor brand
CSRD in 2026, covering the 2025 fiscal year. Interview date: 18 Mar 2025

Organization 11

Respondent 11 (R11)

A university-owned organization that provides a laboratory environment for the
textile industry. It supports innovation and the transition toward a more
sustainable future.

Title:

Project leader

Type of organization:

University-owned
non-profit organization

Interview date:

27 Mar 2025

Table B: descriptive list of participants and represented organizations, compiled by the authors, part 2
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Organization 12

Respondent 12 (R12)

A Software as a Service (SaaS) company offering supply chain traceability
tools. Most of its clients are large brands with annual revenue over €100
million. Its software is continually updated to comply with various supply chain
legislation, including the CSRD. The company is structured as a holding entity
with multiple subsidiaries.

Title:

Policy and Partnership
Manager

Type of organization:

SaaS company

Interview date:

15 Apr 2025

Organization 13

Respondent 13 (R13)

A supplier of product components and digital solutions for compliance and
logistics to the retail industry. The company employs more than 500 people
and has annual revenue between €50—100 million. Like Company 10, it owns
and operates its own production facilities. The company will be subject to
CSRD reporting in 2026, covering the fiscal year 2025.

Title:

ESG Compliance
Coordinator

Type of organization:

Component supplier

Interview date:

15 Apr 2025

Organization 14

Respondent 14 (R14)

A municipally owned organization representing local municipalities in the
region. It serves as a business partner for actors looking to start, grow, or
develop companies. It maintains an international network of circa 250 partners
and organizes webinars, seminars, and projects with a sustainable agenda.

Title:

Project Manager

Type of organization:

Public business partner

Interview date: 22 Apr 2025
Organization 15 Respondent 15 (R15)
Title: F(_Junder and Managing
Director
A small consultancy firm specializing in sustainability-focused public affairs. | Respondent 16 (R16)
With fewer than 50 employees, it supports clients through legislative Title: Senior Consultant

monitoring, strategic advisory, and webinar-based services.

Type of organization:

Consultancy within public
affairs

Interview date:

22 Apr 2025

Table B: descriptive list of participants and represented organizations, compiled by the authors, part 3

To provide a more comparable picture of the organizations, Table C and Table D present the different

types of organizations along with information on ownership and revenue. This information is relevant

for the upcoming analysis, as size and revenue are prominent factors to determine when and if an

organization becomes undertaking to the CSRD. Similarly, the type of organization can influence its

attitude toward the CSRD as well as its place in the organizational field.
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Type of
organization

Organization 1

Organization 2

Organization 3

Organization 4

Organization 5

Organization 6

Organization 7

Organization 8

Organization 9

Organization 10

Organization 11

Organization 12

Organization 13

Organization 14

Organization 15 -

Table C: Comparable list of the organizations' fields of work, by the authors

Ownership Revenue

Non- 100M<
Public | profit | Listed | Private EUR

Organization 1

Organization 2
Organization 3
Organization 4
Organization 5

Organization 6

Organization 7
Organization 8
Organization 9
Organization 10
Organization 11
Organization 12
Organization 13
Organization 14
Organization 15

N/A means Not Applicable or Not Available

Table D: Comparable list of the organizations' ownership and revenue, by the authors



3.4 ANALYSIS OF DATA
To enable a transparent process for analysis, Timmerman and Tavory (2022) served concrete tools to
pick out segments of interest in line with the theoretical lens of the research. Figure F follows an

example of how the findings were stepwise brought from the interview transcripts to analysis.

Quote First order analysis

"The DPP, so digital product passports or the
connections of data?

They will have to move away from Excel file even
if you're an SME, to be honest (---) The other one
is the other service providers and how like "which
one should we choose" as like yeah. But at the
end it's business decision. (---) that's the issue |
think we are facing at the moment in the textile
industry, is that there was a noted fatigue. So you
know lots of audits on information and social
performance and now we will face data collection
fatigue. It's like multiplication of PLM systems that
do not talk to each other. That is the the same
information, but a slightly different setup”

WHO? Textile companies

DOES WHAT? Experiencing problems with
several service providers

WHEN? Now

WHERE? Internally and in the supply chain
HOW? There are several service providers. They
do not communicate with each other. It is difficult
to know which one(s) you need.

WITH WHAT CONSEQUENCES? You will likely
need several, they don't connect, lots of manual
work to send information between systems. There
is a confusion in choosing what they need.

l

Second order analysis

Internal External Strate Ihnovation Lealtimac Chaos - era of
change change oy g y ferment
There is a need
for integration ¢ : :
Collecing Gollecting Procurement of hetween 2’: g(l)\xlzopraXIS g:s?j%n;lgrant
(new) data, (new) data in systems, or : 9
g . PLM system deliver and systems,
using systems |supply chains need for a .
collect data confusion
complete
system

*These codes are not an exhaustive list

l

Empirical description

Segment of analysis

Respondent 15 notes that the lack of integration
between IT-service providers creates
inefficiencies and confusion. Most companies
need several tools, but since they do not connect
well, transferring information between them
remains time-consuming (R15). There is also a
misalignment in the supply chain between brands
and manufacturers. The latter often lack insight
into what information is needed and send
unnecessary data, causing extra work for both
parties (R15).

Anderson and Tushman (1990: 604-606)
suggested that eras of ferment are marked by
experimentation and struggle, eventually giving
way to a dominant design that provides stability
and standardization. This situation, of multiple
insufficient IT-solutions and new providers,
reflects the typical innovation process in an era of
ferment, with trials and errors and hard
competition until a dominant design emerges.

Figure F: Stepwise process of analysis (an example), by the authors
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Open coding of the interview transcripts was conducted as a first step, focusing on who, did what, when,
where, how, and with what consequences, following the instructions by Timmerman and Tavorny (2022:
73). This method found 20 to 30 open coding segments for each interview transcript. During this first
step, no theoretical concepts were applied. The theory was introduced in the second step, referred to as
focused coding (Timmerman & Tavory, 2022: 92). In this step, each open code segment was discussed
in relation to the theory and then categorized as examples of different theoretical findings. To include
the element of ‘surprise’, we also categorized phenomena that were not represented in theory, but
repeatedly came up during interviews — for example, ‘state of mind’ and ‘problem’. Each open code
was numbered and categorized in an Excel spreadsheet to provide a clear overview. At the end of this
step, we were able to revise the conceptual framework and literature review to feature the concepts still
found relevant. In the third level of analysis, codes were brought into aggregated themes and presented
as empirical findings. These findings were then analyzed in relation to the conceptual framework. This
way, the results could shed light on perspectives that finally answered the research question (Gioia et
al., 2012: 21; Mishra & Dey, 2022: 188). This was done as an iterative process, meaning that we

collected data and analyzed it in parallel throughout the research.

3.5 ASSESSING RESEARCH QUALITY

Firstly, we want to emphasize the benefits of being a duo, as we have been able to critically reflect upon
each other’s work. Secondly, qualitative research is at times criticized, as it is not measurable by the
same objective standards as quantitative (Bell et al., 2022: 368-369). To evaluate the quality of
qualitative research, alternative criteria have therefore been developed: credibility, transferability,
dependability, and confirmability. These criteria correspond to the classical concepts of external and
internal validity, reliability, and objectivity, which are generally used for quantitative research (Bell et

al., 2022: 368-369).

The credibility criteria refer to the quality of the results. This can be ensured by triangulating and

reaffirming findings, quotes, and similar with respondents to minimize the risk of misunderstanding or
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misinterpretation (Bell et al., 2022: 369). As previously mentioned, the interview transcripts were
reviewed and corrected after each setting. Interpretations were also discussed to ensure a consistent

view. Additionally, interview data were triangulated with secondary sources when possible.

Transferability in qualitative studies refers to the generalizability of the results. The snowball method
used in this study is useful for getting many perspectives and views on a problem, however, it affects
the generalizability negatively, as the sample is small and not random (Bell et al., 2022: 371, 394-395).
On the other hand, Flyvbjerg (2006: 24) criticizes the idea that generalizable results would be of higher
value than non-generalizable, as the case study can provide a more learning and deeper understanding
of a specific situation. Secondly, both Flyvbjerg (2006: 25) and Gioia, Corley, and Hamilton (2012: 24)
argue that it is possible to draw general conclusions from a small sample or even only one sample. Gioia
et al. (2012: 24) suggested that if it is of relevance to another domain, it should be applied there.
Flyvbjerg (2006: 25) reinforces this perspective by asking: why do you think your case is the black

swan? Unless it is very unique, there should be learnings applicable to the larger population.

Geertz (1973) argued that Transferability in qualitative studies can be achieved by providing a thick
description of the circumstances, culture, and surrounding factors that affect the result (Bell et al., 2022:
369-370; Geertz, 1973). Thereby, the reader can judge for themselves if the findings should be
transferable to a similar situation or not (Bell et al., 2022: 369-370). With this said, caution is taken in
drawing generalizable conclusions from the findings. However, our results can be useful and provide
learning to many organizations affected by the CSRD. Ultimately, it is up to the reader to assess the

transferability of these findings, considering contextual details.

Dependability ensures a transparent research process. This was ensured by making sure that records,

notes, transcripts, and other documentation were saved in case of an audit process (Bell et al., 2022:

370-371). Additionally, both authors have kept a diary to track the development of the research.
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Confirmability refers to the researchers’ obligation to act in good faith and not mix personal values or
interests into the findings. According to Guba and Lincoln (1994), confirmability must be assessed by
external auditors, rather than the researchers themselves (Bell et al., 2022: 371; Guba & Lincoln, 1994).
In other words, this is nothing we can confirm for ourselves. During the research process, however, we
have been careful to triangulate data, as previously mentioned. Additionally, close collaboration with
our supervisor and peer review from other master’s students has served as supporting control functions.
Nonetheless, we acknowledge our interest in the research topic. This enthusiasm comes from a wish to
soon work within and be part of building a more sustainable industry. By disclosing this, we have

provided transparency to our underlying interests in the subject.

3.6 ETHICAL CONSIDERATIONS

Through informed consent, participants are provided enough information to make informed decisions
(Bell et al., 2022: 117). This was ensured by sending our interview requests in written form (email),
together with information about the thesis and its purpose. Through clear information and informed
consent, the transparency of the research was enhanced. Bell et al. (2022: 114) stated that if anonymity
is required by the participants, this must be honored. For this research, as mentioned, all participants
and the represented organizations are kept anonymous in alignment with the requirements of some

respondents.

All interviews were conducted digitally, using MS Teams. Video meetings offer many advantages in
terms of flexibility, overcoming geographic distance, and enabling recording (Bell et al., 2022: 443).
Advised by Bell et al. (2022: 436), each interview began by asking the interviewees if they approved
of the session being recorded, which was granted in all cases. According to Vetenskapsradet (2017: 28),
video recording should generally be avoided to respect integrity. However, since video recordings in
online meetings are nowadays a common feature, we believe our respondents truthfully agreed to the
recording. Despite the benefits of video meetings, there is an ethical risk in using third-party software

(Bell et al., 2022: 443). Transcriptions and other digital materials have been shared through MS
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provided file-sharing tools, as recommended by our University, to minimize the risk of disrespecting

anonymity.

Finally, the use of generative artificial intelligence (Al) has been limited and aligned with the guidelines
provided by the School of Business, Economics, and Law in Gothenburg (n.d.). For transparency, tools
such as ChatGPT and Grammarly have been used for language support — for example, to check for
grammatical errors and suggest synonyms. At times, ChatGPT has served as a sounding board. For
instance, when developing interview guides, the quality of the questions was tested using ChatGPT,
with prompts instructing it to respond as a human would. This approach facilitated a better evaluation

of whether the questions would allow respondents to elaborate effectively.
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4. EMPIRICAL FINDINGS

The empirical findings in this chapter are presented categorically by prominent topics identified through
our data analysis (see Chapter 3). First, a general perspective on the CSRD is given, along with an
overview of how interviewees perceive external factors such as networking and sources of knowledge.
Thereafter, a section on the direct effects of the CSRD, reflecting strategic measures as a consequence
of the regulation. The chapter ends with the interviewees’ perspectives on innovation, sustainability

reporting, and the Omnibus proposal.

4.1 THE CSRD, SUSTAINABILITY, AND COLLABORATION

4.1.1 INTRODUCING PERSPECTIVES ON SUSTAINABILITY

In the interviews, reporting according to the CSRD and sustainability efforts — the latter often expressed
as ‘real change’ — were initially used interlinked. When advancing discussions, differentiation between
symbolic and effective actions for sustainability triggered by the CSRD was developed. According to
Respondent 10, a global sustainability officer at an outdoor brand, they would “have done this anyway”,
but the CSRD has raised the ambition and made the work more strategic. It has also brought confidence
in discussing sustainability, now that facts will be 3-party audited and disclosed to all. According to
Respondent 10, this helps to differentiate between ‘real’ and symbolic sustainability work (R10).
Respondent 13, an ESG compliance coordinator at a component supplier, argues that increased
transparency enables fairer comparisons between companies and their sustainability efforts — something
seen as important from an investor’s perspective (R13). Another respondent believes that the
CSRDdriven transition towards more standardized processes is beneficial, as it allows stakeholders to
evaluate companies using the same parameters (R4). Respondent 8, an ESG Associate at a consultancy
firm, sees that the CSRD will push sustainability towards a standardized practice as it increases both

the demand for transparency and general awareness. He says:

“Companies are starting to work on developing policies if they have not already done so. You

might work on developing a code of conduct for doing business both within the company and

37



with suppliers. What requirements do you have when you do business? There are some companies
that may be buying conflict minerals without knowing it, and then you may start to require that,
uh, the raw materials you buy should be from areas that do not affect people negatively.”

- Respondent 8

From Respondent 12’s perspective, sustainability itself is not the main driver to work on a transition,
giving reason to more symbolic actions. Acting as a policy and partnership manager at a Saas company,
she believes on the one hand that the few truly engaged organizations put in a lot of sustainability
efforts, but for the vast majority of companies, the purpose of the business solely is about selling. To
these organizations, it is not really about sustainability, but rather about doing what is necessary to keep
and gain customers (R12). On the contrary, Respondent 3, the sustainability manager at an outdoor
apparel brand, sees a shift in motivation — or perhaps purpose — behind sustainability efforts with the
CSRD. Previously, the focus was on satisfying customer demands to increase sales. Now, sustainability
work is more extensive and driven by legislation and shareholders, rather than solely by customer

requests (R3).

4.1.2 THE CSRD DRIVES COLLABORATION AND NETWORKING

Respondent 1, sustainability lead at an outdoor apparel clothing brand, observes a strong sense of stress
and confusion in webinars and networking events, illustrated as “panic mode” (R1). This is especially
true for firms lacking a sustainable business model or full supply chain transparency. However, this
challenge also brings actors closer together. Many respondents have witnessed how compliance has
fostered a sense of inclusion and collaboration within the industry (R2, R4, R6, R11, R14). As an

example, Respondent 2, a project manager at an industry association, says:
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“It is usually said that nothing unites like a common enemy, but... but that may be a bit of an
exaggeration, but it is certainly true that when you have a clear common goal, it becomes easy.”

- Respondent 2

Expert competencies are drawn upon and shared through networks (R2). Respondent 4, a sustainability
supply chain manager at a sports apparel brand, states that the industry is increasingly working together
because they are “in the same boat” (R4). As an example, Respondent 5, a consultant, observes how
organizations collaborate to place unified demands on subcontractors to meet the new requirements.
The textile industry, which has traditionally been quite competitive and reluctant to share supply chain
information, is now experiencing a shift (R4). A sense of competition-neutrality within the sustainability
field enables collaboration (R4). Respondents 10 and 11 describe a rather transparent communication
climate, where sustainability learnings are intentionally shared. Respondent 13 mentions networking
together with other similar companies, through, for example, the West Sweden Chamber of Commerce
(Vastsvenska Handelskammaren). As a project manager at a public business partner organization,

Respondent 14 describes her experience in leading networking events:

“I think people are, uh, interested. I feel there is a positive spirit. I do not think it is at all like

- that is mine, I do not want to share!” - Respondent 14

However, she noted that attendees tend to ask more questions about producer responsibility and Digital
Product Passport (DPP) than the CSRD. The respondent speculates that this may be because the CSRD,
as part of financial annual reporting, feels more familiar or is further along in the implementation
process than DPP (R14). Respondent 6, a PLM & traceability specialist at a holding company, explains
how participating in events hosted by their Product Lifecycle Management (PLM) provider has helped
him meet peers, confirm methodologies, or gain ideas to tackle data-related challenges. Respondent 10
witness how she has attended a networking event arranged by the organization's bank, an effort aimed

at strengthening industry ties and supporting the transition to regulatory compliance. Networking and
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collaboration also occur among firms that support undertakings. For instance, Respondent 8 explains

how his organization collaborates with various service providers to implement [T-solutions for clients.

One frequently mentioned network is the Scandinavian Textile Initiative for Climate Action (STICA)
(R2, R4, R11, R7). The STICA network has established methods for emissions accounting, and
members are already used to co-developing standards (R4). Respondent 11 cites STICA as an example
of the industry's resilience and willingness to collaborate, describing how 30 brands quickly united to
tackle emission calculations together. Another important actor for collaboration and standardization is
the Institute for the Accountancy Profession in Sweden (FAR), an industry association for auditors,
consultants, and tax advisors. Some respondents describe a collaborative effort within FAR to develop

coherent guidelines for sustainability reporting according to the CSRD (RS, RS).

4.1.3 THE SPREAD OF NEW KNOWLEDGE

Networking plays an important role in the efforts to comply with new regulations, as networks can be
used to spread knowledge. Respondent 11, a project leader at a university-owned non-profit
organization, says that the knowledge exchange within her network is invaluable and that the act of
sharing strengthens and reproduces the links between organizations. Knowledge travels between actors
— from the EU in Brussels to the industry. Closest to the EU, the public affairs consultancy Ohana and
the Federation of the European Sporting Goods Industry (FESI) are described as important

intermediaries between policymakers and the industry (R2, R9, R7).

Respondent 4 notes that the field of sustainability has “exploded” — gaining an increasing relevance,
and influx of information, and now encompasses far more topics than before (R4). While this is a
challenge, she considers it positive, as it sets high demands on continuous learning for professionals
within the field. The respondent explains that there are multiple sources of information available and
that she could fill a full-time position by attending webinars on the CSRD. Additionally, she observes

how her colleague, responsible for compliance, spends a lot of time studying the legislation
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independently, whereafter the colleague confirms the knowledge through networking (R4).
Respondent 3 attends local networking events but finds that her organization often shares more
knowledge than it receives, due to being larger than other actors in the network. Most of her learning
about the CSRD was gained from the organization's consultant, who in turn has received insights from
formal training and by working with large listed companies. Respondent 5 was involved in conducting
a study to understand organizations and their efforts toward sustainability reporting. This, combined
with participation in courses, events, and fairs, helped her build knowledge of the CSRD. She notes that
attending courses mostly confirmed that her self-taught understanding was correct (RS). Similarly,
Respondent 11 found that a course she attended only covered what was already publicly available. In
her opinion, practical, hands-on knowledge is missing, which she suggests could be gained by following
a real case. A practical approach is also lifted by Respondent 10, jokingly describing finding her way
forward by “trial and error” (R10), as well as Respondent 3 witnessing that once you start ‘doing’ the

work, the legislation becomes clearer.

Respondent 2 describes an Al tool the industry association he represents has developed to offer tailored
advice to its members to navigate the “legislative multiverse” (R2). The organization also shares
knowledge through newsletters, webinars, and company evaluation meetings, among other formats
(R2). It becomes clear to Respondent 7, head of CSR and sustainability at an industry association, that
many members of her organization request guidance on ‘how’ to proceed. The industry association she
works for even hired a consultant to create a tailored course on CSRD compliance, but the consultant
concluded that all the necessary information is publicly available — another course would be redundant
(R7). However, Respondent 7 does recommend a few consultancies for members who wish to make

contact, valuing especially those with industry-specific experience:

“I think a lot of consultants. They have knowledge, but they do not always have industry
experience, and I think when they come from industry, they understand completely the necessity

and... but also they have a much better way of communicating. Because they know what is
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important internally and what kind of things need to go on the business case and need to go on
in the discussions, and the board communications, and so on. So I think it definitely helps, yeah.”

- Respondent 7

Respondent 7 also compiles official resources to provide reliable guidance to members. She notes that
the SMEs are unprepared and overwhelmed by the CSRD — yet not receptive to the information.
Although smaller actors are struggling to adapt to the new situation, Respondent 7 says that “they can
only show the door — they cannot walk through it” (R7). Respondent 7 also points to the challenge of
deciding which guidance to share publicly versus what to reserve for members. The dilemma is to
support the sustainable transformation of the entire industry while maintaining the value of membership

in the organization (R7).

Respondent 14 believes there is now extensive competence within the CSRD, including the emergence
of a new branch of consultants. In her role, she does not need an in-depth understanding of the directive
to support organizations. Instead, she accesses reliable information when needed through the non-profit
environmental organization Swedish Society for Nature Conservation (Naturskyddsforeningen) or the
Swedish Environmental Protection Agency (Naturvardsverket). For Respondent 15, founder and
managing director at a public affairs consultancy, and Respondent 16, a senior consultant at the same
firm, a deep understanding of the CSRD has been essential. They both receive questions from a range
of actors — including those not formally in scope, but still affected by the directive. Their organization
also educates clients, including brands and industry associations. These sessions always cover multiple
pieces of legislation, such as the CSRD and the EU Corporate Sustainability Due Diligence Directive

(CSDDD), as they are closely interconnected (R15, R16).
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4.2 DIRECT EFFECTS ON ORGANIZATIONS AND THEIR METHODS

4.2.1 STRATEGIC SHIFTS

The CSRD is pushing for strategic sustainability work within organizations (RS5). As part of this
strategic effort, more departments are becoming involved, allowing sustainability to permeate the entire
organization (R5). Respondent 2 also witnesses a strategic shift within organizations. He observes that
sustainability work is moving from a bottom-up approach to a top-down approach, and believes

sustainability will become strategically important at the corporate level, critical to the business.

For undertakings, the CSRD introduces a new type of liability, as the sustainability report becomes an
integrated part of the financial report (Directive 2022/2464: 34). Respondents 3 and 4 view this
positively, seeing the legislation as a way to advance the sustainability agenda. Respondent 3 expresses
that integrating sustainability data into the financial report — and audited by a third party — adds urgency

to the issue and provides additional resources. Respondent 4 reflects:

“As I said, we have had the sustainability issue on the table for a long time, but now all of a
sudden... Just the fact that we are actually going into the financial annual report makes the CFO

interested in understanding what it is going into their reporting.” - Respondent 4

Throughout the interviews, respondents explain how sustainability has gained a new status within
organizations and the issue is receiving a more significant mandate (R2, R3, R4, R9, R10). Respondent
9, Chief Executive Officer (CEO) at an innovation cluster organization, notes that the CSRD impacts
the organizational structure, making sustainability more centralized and a core part of organizations.
Another respondent believes the CSRD has given greater legitimacy and importance to sustainability
practices (R10). Respondent 2 also recognizes the increased status of sustainability work but
emphasizes the costs it incurs. Depending on one's position in the organization, this change can either
be very positive or reduce resources (R2). Respondent 4 describes how the sustainability department

has gained a new level of status:
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“Before it was its own little unit, like the sustainability department. So it has kind of been sitting
alone in its own room and trying to make a name for itself. Hello, hello, remember me? And so
on. Now it has to be integrated into the whole company because everyone has to be involved.”

- Respondent 4

Respondent 8 offers a consultant’s perspective and highlights how the shared responsibilities for
sustainability can lead to improved working methods. The respondent emphasizes the role of the finance
department and its expertise in handling financial data. According to Respondent 8, a significant portion
of the sustainability reporting process has now been transferred to the finance department. By applying
financial methodologies, the quality of sustainability data can be enhanced (RS). This, in turn, improves
comparability between companies and creates a competitive advantage through reliable sustainability

figures (R8).

Based on Respondent 5's experience as a consultant, the sustainability departments can be more
visionary and accustomed to working with narratives, whereas the finance departments are focused on
numbers and compliance. Consequently, internal restructurings sometimes lead to friction within
organizations on how to comply with the CSRD (RS5). However, she also sees interest among the
companies in using the CSRD to gain a competitive advantage. Organizations now have metrics, greater
insight into their impact, and are conducting systematic reviews that enable management and strategy
to be aligned with sustainability goals (R5). Additionally, there is a long-term goal to become a more

sustainable actor (R5).

Respondent 2 questions whether sustainability can still be a source of competitive advantage. He
observes a “multiverse” of regulations and believes the industry has undergone a transition, where
everything now is about compliance (R2). Internally, there are varying approaches toward change,
leading to potential conflicts (R4). Respondent 4 explains how the CSRD brings disagreements on the

product development strategy to the surface:
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“Because, like what [ have been told for a while at Company 4 is like - yeah, but we do not have
to run. We do not have to be the fastest. We do not have to be first. And then I have tried to say
no, but we are still the ones who will put products on the market in 2027 that we are developing
today. And they have to be compliant with the legislation. Even if we do not know what is going

on. So that means we have to run.” - Respondent 4

Management prefers to wait and see what will be the dominant practice before committing to
investments in potentially misaligned strategic solutions (R4). However, product development takes
2—3 years, and companies must dedicate time and resources to understanding upcoming regulations, or

risk developing products that cannot be sold once finalized (R2, R4).

4.2.2 NEW ROLES AND RECRUITMENT

The increased status of sustainability has brought about internal restructuring and the creation of new
positions. Respondent 13 notes that the most significant change in her company has been the
implementation of cross-department task forces to address different regulations like the CSRD and
CSDDD. Her group’s assignment is to focus on improving ESG data collection, implementing new
policies, and establishing routines in alignment with the CSRD. Other respondents also witness
expertise being combined to develop strategic solutions collaboratively (R3, R4, R6). Solutions span
from adding IT-competence to the sustainability team to increased involvement of the finance
department, together with an extended group that includes logistics and human resources (HR) (R6,

R3). Respondent 4 comments on the importance of cross-department collaborations:

"Yeah, but what we have said just internally during the last six months, is you notice that as if all
of a sudden all the departments involved come forward in so many different parts. And we have
also realized that the whole reporting bit is an [T-issue. So all of a sudden, sustainability and

finance and IT are working extremely closely now." - Respondent 4
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Respondents witness the establishment of various new positions as a result of the CSRD as a result of
the CSRD, such as sustainability data managers, compliance officers, policy managers, and
sustainability controllers (R7, R10, R3). Respondents 6 and 7 anticipate new positions to increase
further. Respondent 6 was himself recently recruited into his current position as PLM & Traceability
specialist, as the role is seen as a strategic asset to keep in-house. Existing positions are also gaining
new status and responsibility. Respondent 4 describes how she, in her role as Sustainability Supply
Chain Manager, was moved to the company group level as a result of the increased priority given to

sustainability. As part of this shift, her role was reshaped to become more extensive (R4).

Respondent 7 observes that sustainability officers are often assigned responsibility for CSRD
compliance, even though the task may not align with their expertise. Respondent 9 expresses the view
that the CSRD is too extensive — even individuals with long-term experience in the industry struggle to
understand how to implement it. Overall, the sustainability field needs more specialized roles, according
to Respondent 4. Sustainability covers, for example, social issues, environmental matters, and
circularity — all of which require very different expertise (R4). Respondent 11, who works in a
supporting organization within the textile industry, has not yet defined a clear role for herself in relation
to the CSRD. She acknowledges that the organization must adapt to the directive to remain relevant,
but is still navigating the uncertainties about the kind of support they should provide. Her approach is
to explore different options and determine the level of detail at which companies require assistance with

the CSRD (R11).

4.2.3 NEW ROUTINES, SOLUTIONS, AND SERVICES

Whether or not undertakings have worked with other frameworks before plays a role in their feelings
toward the transition. Some respondents say that their previous experience with GRI has been good
preparation, although there is a big difference compared to the CSRD (R4, R3). Respondent 3 adds that
as a listed organization, they are also used to the auditing process. Respondent 10 has not worked

according to GRI before and sees it as a challenge to transition into the CSRD, but believes it will be
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good to get clear guidance. Some respondents are already testing the ESRS framework to prepare
themselves and identify improvement areas, despite not being required to report (R3, R4, R13). To
exemplify, Respondent 13 describes conducting a Double Materiality Analysis (DMA) with a
consultancy last year as a rehearsal they will revise in the upcoming year. Respondent 3 is currently
confident in the focus areas of her organization but plans to monitor competitors’ reports for emerging

trends that might stand out as more relevant.

Respondent 5 explains that her organization prioritized the CSRD as a new business area last year. This
was a necessary measure to maintain long-term customers and stay competitive (R5). As a small
consultancy firm, they had to work a bit extra to fit the CSRD into their model (RS5). The organization’s
services encompass bringing out new routines for IT-system implementation, strategy, control, and
contact with the audit firm to enable compliance (R5). Respondent 8 explains the standard procedure at
his consultancy organization as a step-by-step process: running projects with customers to do the DMA,
followed by a gap-analysis and designing projects directed at filling the gaps, which often refers to data
collection. For example, helping companies convert purchases into emissions using standardized data
(R8). Respondent 5 mentions that they provide feedback to the IT-system providers, after installing the
solution with the clients. This way, they contribute to improving the systems (R5). Although it is not a
situation at the moment, they have considered reaching out to IT-system providers to enhance

collaboration and serve clients together (R5).

Perhaps surprisingly, the large IT-system providers, such as Centric PLM and Oracle, which have
already been serving undertakings for a long time, are not pioneering as IT-solution providers (RS5).
Respondent 2 suggests these actors have a different focus, and are instead enabling integration of new
functionalities in their existing systems. Conversely, it is newcomers who seem to dominate the field of
IT-systems within ESG-data, such as Position Green, Stratsys, Workeva, and Trustrace (RS, RS).
Multiple start-ups are formed to facilitate reporting, offering software and consultancy services (R12).

Respondent 12 sees it as a positive development:
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“Yes, but absolutely. I think that, it pops up like... with all the legislation, all of a sudden there
are companies popping up like mushrooms that solve the legislation so that it makes it ... An
incredible number of different reporting companies. An incredible number of companies that have
reporting services all of a sudden, in line with the CSRD or, what is it called, ESRS. And so on.

So there are absolutely a lot of experts on it. And that is great.” - Respondent 12

Respondent 15 notes that the CSRD is closely interconnected with DPP and other EU policies, meaning
the compliance requirements often overlap. Respondent 6 confirms this, noting that his role is fully
focused on developing internal IT-solutions to ensure compliance — primarily with the DPP, and in the
long run the CSRD. He explains that 90-95% of the sustainability risks stem from production, and
therefore, the data gathered in the solution for DPP, which concerns supply chain data on the product

level, will be aggregated and used for the CSRD (R6).

4.2.4 DATA CHALLENGES AND IT-SYSTEMS

Respondent 2 explains that more resources are being allocated to building the structures needed for data
collection and compliance. On the one hand, this gives the sustainability domain increased resources;
on the other hand, some believe it is a misallocation as they are spent on data collection rather than ‘real
change’ (R2). The collaboration between departments and organizations to manage data is driving

demand for new services and tools (R2).

The need for consultants to fill this gap is debated. Respondent 2 worries that consultancy firms are
exploiting SMEs by selling [T-services they may not fully need, while Respondent 15 argues that
external support is essential for the CSRD implementation. With the complexity of the CSRD,
sustainability managers alone cannot ensure compliance — both small and large companies rely on
expert help (R15). According to Respondent 8, the challenge of compliance is twofold: limited internal
resources and overreliance on external solutions, when in reality, the heavy lifting lies in data collection.

Respondents repeatedly describe their concerns around data quality, access, and reporting accuracy (R1,
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R3, R4, R6, R8, R9). Respondent 4 worries that climate-related data might receive disproportionate
attention as it is quantifiable, while social metrics, like child labor, remain harder to capture. At the
same time, comparability is emphasized as a key factor — without relevant comparability between
reports, the data becomes meaningless, and the risk of greenwashing increases (R9, R4). Respondent 6
admits that simply obtaining data is difficult enough, so quality control has taken the back seat. Still, he

emphasizes the need to start somewhere and improve over time:

“We have to start somewhere, right? And we have a pilot project now where we will run a
collection and see how far we can go with it. Uh, and then over time then, improve. We will also
look at what is what... What is the law, what do we need to be able to report? What is the
requirement? So we will try to report it as a minimum and then we will see how much further we

can go than that.” - Respondent 6

All respondents witness a boom in new [T-solutions designed to meet the CSRD demands. Respondent
2 notes that new IT-system providers are appearing almost weekly, offering to map supply chains, fill
data gaps with proxy data, or automate sustainability metrics. Respondent 1, questions whether these
IT-systems truly reflect reality or if it is simply surface-level reporting, which will not lead to strategic
measures in the end: “Sometimes you do not need to measure. Sometimes it is just common sense”
(R1). Other respondents are also critical: Respondent 3 describes being "bombarded" by system vendors
(R3), while Respondent 10 has delegated sales contacts entirely due to overload. Respondents 3 and 4
say they prefer to rely on networks or peer references before trusting any new tool. Respondent 7
explains that many providers promise all-in-one solutions, often failing to meet expectations.
Respondent 3 finds the IT-system still insufficient after attempting to integrate sustainability data:
“They promise pie in the sky, but so far, the implementation has been rather inflexible”. Respondent 12
questions the purpose of the traceability systems, observing that companies are purchasing them, almost
in a panic, without a clear or strategic plan for using the data: “It seems organizations feel it is something

they must have to comply” (R12). Both Respondents 2 and 7 have worked to map available tools for
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their members — mainly SME:s. Still, they observe that many rely on traditional tools like Excel sheets
and email to manage their data (R2, R7). Nevertheless, this does not only concern SMEs; Respondent
10 notes how the large outdoor brand she represents continues the use of Excel alongside existing Life
Cycle Assessment (LCA) and PLM-systems. For smaller firms, outsourcing the entire process is often
the only viable alternative to purchasing an internal IT-solution, since they typically lack in-house

sustainability departments (RS).

Some companies are actively modifying their IT-infrastructure in preparation for the CSRD.
Respondent 6, representing a holding company, describes efforts to standardize the use of one
PLMsystem across subsidiaries. Organization 13 uses multiple tools, and while the systems provide
structure, data collection remains labor-intensive (R13). Respondent 13 finds it frustrating that no
IT-system is complete and that suppliers are burdened by the need to adapt to multiple platforms (R13).
Respondent 15 notes that the lack of integration between IT-service providers creates inefficiencies and
confusion. Most companies need several tools, but since they do not connect well, transferring
information between them remains time-consuming (R15). There is also a misalignment in the supply
chain between brands and manufacturers. The latter often lack insight into what information is needed

and send unnecessary data, causing extra work for both parties (R15).

4.3 PERSPECTIVES OF THE CURRENT STATE AND EFFECTS

4.3.1 THE CSRD AS A DRIVER OF INNOVATION

Respondent 11 sees an opportunity to “surf on the wave” of regulatory change (R11). Organizations can
seize this moment to innovate and adapt their products to become market leaders in sustainable
transformation (R11). Respondent 10 says that the CSRD helps her organization disclose innovations
with confidence, thereby creating an opportunity to capture the value of its sustainability efforts.
However, a cautious attitude toward the CSRD as a driver of innovation is also represented as some
respondents distinguish sustainable innovation from innovation within data management and

technology (R2, R8, R9, R10, R15, R16). Respondent § notes that, as of now, all the focus within
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organizations is on compliance — there is no real space for developing new sustainability initiatives
(R8). Respondent 8 notes that, as of now, all the focus within organizations is on compliance — there is
no real space for developing new sustainability initiatives (R8). Respondent 2 describes his view on the

difference:

"From what I have heard from all the different parties, from regulators to companies and experts
speaking about it, [ would not say that the CSRD is perceived as a driver of innovation. For the
brands, I should say. There are innovations, but they are more on the data-tech side, so to speak.
For them, it can be very innovation-driving, because here comes a whole new standard for how
to, uh, handle traceability, transparency ... Data that contains quite a lot of sensitive information
and then how...? How do you handle that? How do you aggregate it and how do you disseminate
it in a way that is secure. So there are lots of innovation issues there. But if we look at our industry,
I will say that... To be blunt, it is perhaps rather inhibiting innovation precisely because of
allocating so many resources to setting up this reporting part of the company so that you take

resources from, for example, working with suppliers on climate issues.” - Respondent 2

Respondent 9 states that the need for innovation in the field is enormous, as companies must reduce
volumes of goods while maintaining profitability. The respondent does not yet see the CSRD as a driver
of innovation, although she has observed DPP driving innovation. Therefore, she believes innovation
linked to the CSRD is likely to emerge over time due to their interconnectedness (R9). Respondent 10
identifies “bubbles of innovation” within data management, suggesting a development within the
ITsector, but notes that the required level of data granularity still needs to be developed (R10).
According to Respondent 12, customers frequently request IT-solutions that cover the entire scope of
the CSRD, a request they currently cannot fulfill (R12). She explains that her organization attempted to
develop a specific product for the CSRD but ultimately chose to refrain due to the framework's

complexity:
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“It is quite... I will not say too fuzzy, but it is very, it is so visionary and big, and just, how do you
get better in these areas, and can you measure? (---) So, it needs a lot of analysis and a consultant

who sits and works with it and translates the data points.” - Respondent 12

Respondent 4 sees how the CSRD brings new attention to the downstream value chain, creating a need
for new efforts. Respondent 9 has a contrasting perspective and states that the CSRD is primarily
relevant to the upstream value chain. She adds that their current innovation project tends to focus on
downstream activities. Respondent 10 identifies the need for future innovation and hopes that future
IT-solutions will make it easier to share information transparently. She suggests a ChatGPT-like

function, capable of answering questions about the sustainability efforts of a company.

4.3.2 THE SUSTAINABILITY REPORT AND ITS EFFECTS

For undertakings subject to the CSRD, sustainability becomes part of the financial report (Regulation
2022/2464: 34). It will no longer be a “nice to have,” but a standardized necessity that the board must
stand behind (R1). Some are hopeful this can have a positive effect, helping companies move away
from an “everything is relevant in the report” situation (R3, R11). Respondent 11 clarifies that
sustainability reports tend to be very thin on substantial information. The legislation will require rather
“boring”, machine-readable formats according to Respondent 3, and she speculates what the future
reports will look like. Together with Respondent 8, she believes the official report will be complemented
with a more engaging and reader-friendly version (R3, R8). Respondent 8 explains that it has become
increasingly important for organizations to be perceived as legitimate and that unsupported
sustainability claims are now more difficult to use in stakeholder communication. Whether an
organization is directly affected by the CSRD or not, the bar for acceptable reports has been raised, and

the respondent believes organizations will adapt to the increased pressure (RS).

Earlier this year (2025), the first CSRD reports were released. During the initial interviews, however,

no reports had yet been published. Early respondents, such as 1 and 4 suggested that the first reports,
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from companies like H&M, would set a field-level benchmark. Respondent 1 added, however, that she
believed it will be hard for both large and small organizations to maintain the same level. Therefore,
sustainability reports will likely evolve in the coming years (R1). By the time we interviewed
Respondent 8, the first reports had been released. He stated that while the reports are generally similar,

there are variations in the details:

“Some CSRD reports have been released now, and there are all these small, detailed questions
that are being discussed. Like where certain sections should be. Uh, like being in the report and
then it feels like you hear, you hear something about that yes, there must be a certain section
there and then you see published reports where it is not. Which have been reviewed by large
auditing firms, so I think there will probably be a little different view of detailed issues. I think
that basically there is a praxis. But it will also develop over time. So if you compare with financial
auditing, which has existed for almost 100 years or whatever, it takes some time to build up, uh,

a way of doing it.” - Respondent 8

There are still many questions among the respondents regarding #ow to conduct the report. Respondent
13 explains that her organization seeks inspiration from published reports before releasing the first
CSRD report. She notes that while some aspects appear to be standardized, there is still a lot of
uncertainty. According to Respondent 2, the consequences of the CSRD vary depending on the size of
the company. Large companies with more assets already have established reporting structures (R2).
Respondent 5 suggests that the reporting process increases a company’s vulnerability. Although industry
associations are currently developing templates and structures for reporting, there are no exact rules on
how to calculate and present data (R5). This creates a risk that companies will report differently, leading

to potential exposure or being accused of doing too little or doing it wrong (R5).

Respondents witness an overwhelming volume of requests to suppliers, making the reporting process

very time-consuming (R1, R7). Due to a trickle-down effect, subsidiaries and small suppliers who are
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technically out of scope are put under pressure to present data, despite not having to conduct their own
report (R1, R4, R7). Respondent 9 worries that small family companies within the supply chain will be
pushed out of business if they cannot deliver the requested data. As the industry begins to comply with
the CSRD, she believes companies will start reducing the number of suppliers to make compliance
more manageable. Further, Respondent 9 is skeptical and believes the reporting effort is misdirected

and results in a waste of time:

“Reporting does not solve the problem. Then ... uh, if you really want to get around the problem
that lies in the textile industry, the CSRD ... should be an effect. A simple effect. But it is not.

Unfortunately, it takes more resources than it generates for the industry.” - Respondent 9

Many respondents describe the critical role consultancy firms play in the reporting process (R2, R3,
R5, R8, R10, R12, R13, R15, R16). According to Respondent 8, the consultant’s role at this stage is to
interpret the standards and support the organization in producing a complete report. Respondent 2
suggests that consultants have a place, but that the reporting is handled differently depending on the
character and size of the company. Some hire new employees to manage it internally, large firms team
up with established consulting partners, and smaller firms often turn to niche sustainability
consultancies (R2). Respondent 10 provides an example of how the existing collaboration with a

consultancy expanded due to the CSRD and the need for new services.

4.3.4 REACTIONS TO OMNIBUS

According to Respondent 2, organizations are aware that the CSRD will require much effort, but they
lack a clear picture of what is required from them. Respondent 3 has a similar view and adds that the
Omnibus proposal increases the sense of insecurity. In response to Omnibus, Respondent 7 observes a
“panic mode” within the industry, noting that everyone is gathering information but no one has taken

concrete action (R7).

54



As a leader, Respondent 10 describes many discussions back and forth, especially regarding Omnibus.
She believes her path to success is communicating a clear vision, even in times of ambiguity (R10).
Respondent 13 explains that her organization is working under the assumption that they will release
their first report in 2026 (covering fiscal year 2025). It is hard not knowing the exact requirements due
to Omnibus, and she searches for updates every day (R13). Respondent 8 guides companies through
ambiguity by emphasizing that the CSRD requires transparency rather than perfection. The Omnibus

proposal, however, causes a sudden risk of losing clients for his organization:

“Well yeah, but if 80% of companies do not have to report, it will obviously affect us and all, uh,
consulting companies. Then it will be a question of whether you can continue the business but on
a different track. Now there have been a lot of... customers who come to the consulting companies
because they need help. And that has almost automatically generated customers without having

to work so much with marketing and sales work, so it will probably be a greater focus now.’

- Respondent 8

Respondent 3 fears that the Omnibus proposal will make compliance easier, but does not believe it is
in the best interest of sustainability. Instead, she thinks simplified reporting standards will represent a

step backward in sustainability efforts:

“I was listening to Nasdaq yesterday and they were talking about Omnibus and it was precisely
this. They had seen that many auditing firms at the larger companies had said that they would
Just like to report on fewer points and do it really well instead. And then you do not know whether
it is for their own benefit that it will be a simpler audit or not. But for us, we feel that we do not
want to go backward in our sustainability, or how transparent we are with our KPIs.”

- Respondent 3
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Respondent 2 says that the CSRD is very challenging for small companies, and Omnibus might be a
savior. He explains how he tries to help companies view the proposal as an opportunity. Any investments
already made can be continued for the sake of transition, while the bureaucracy of reporting can be put
aside for a while (R2). Respondent 9, on the other hand, sees a risk that Omnibus will allow

organizations to change their corporate structures to evade the legislation.

Respondent 5 describes reactions from LinkedIn, where actors claim they will not back down, despite
Omnibus. She believes firms are likely to continue with sustainability efforts initiated due to the CSRD
but may pull back on strict compliance. In this sense, Omnibus allows organizations to prioritize the
most important data points and continue to build on them (R5). Respondent 5 believes the CSRD used
to be overwhelming, but perhaps Omnibus will make it more manageable and enable ‘real’ change, in

line with the companies’ visions.

4.4 CONCLUSION

This chapter has presented the empirical findings from all 16 of our interviewees. The experiences,
opinions, and knowledge shared about the CSRD are highly dependent on the respondents' lines of
work. Respondents have described new networking relationships and collaborations as a result of the
CSRD, along with extensive sources of knowledge — some of which can be difficult to absorb.
Furthermore, we have observed internal restructuring such as cross-departmental collaboration and new
recruitments. For some organizations, the CSRD has created an opportunity to provide new services or
technical solutions. Data management is an important part of the CSRD puzzle, and respondents
describe challenges in finding suitable IT-solutions. Regarding the reporting itself, respondents with
prior experience feel more prepared, although many concerns remain. These concerns are further
amplified by the introduction of the Omnibus. As a concluding reflection, we observe that respondents
do not view the CSRD as a trigger for innovation. In the upcoming chapter, our findings and

observations will be analyzed in relation to the conceptual framework.
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5. ANALYSIS

The discussion on the CSRD and sustainability reporting has turned out to be closely interlinked with
sustainability in its many forms. The results of the empirical findings are presented in subchapters to
enable an analysis through the lens of the conceptual framework. The chapter navigates the purpose and
struggles of the CSRD, followed by legitimacy-seeking behavior via consultants and technology.
Thereafter, the organizational field is analysed together with knowledge transfer and innovation,
following the internal effects and decoupling. Lastly, a summarising discussion provides an overview

of the extensive analysis.

5.1 THE CSRD - HAS IT A PURPOSE OR IS IT SIMPLY A STRUGGLE?

For many respondents, ‘sustainability’ is assumed to be an integral part of the operations — it would be
unthinkable not to act sustainably (R1, R3, R5, R8, R10, R13). The implication of ‘sustainability’ in
terms of efforts, results, and the CSRD remains obscure, as the concept holds different meanings for
participants. By some of the respondents, the CSRD is seen as a step in the right direction (R3, R4, RS,
R6, R8, R10, R11, R13, R15, R16), whereas to others it is a clear step backward (R1, R2, R7, R9).
Meyer and Rowan (1977: 341) described institutionalization as “the processes by which social
processes, obligations, or actualities come to take on a rule-like status in social thought and action”. A
move towards a state where the alternatives become unthinkable (Zucker, 1983: 5). Compliance with
the CSRD is not questioned by the large, producing organizations (R3, R4, R6, R10, R13), which all
have experience in sustainability reporting. Comments such as “we would have done this anyway”
(R10) indicate that the reporting is an institutionalized practice among these organizations and that the
CSRD is a natural progression. During the interviews, we also see that the larger listed companies are
more welcoming to the structure that the CSRD brings and consider it a tool to leverage the
sustainability work on a strategic level. Respondent 3, as an example, sees how sustainability reporting
as a practice gains weight by being third-party audited. This positive view of the directive can, however,
be influenced by the fact that our interviewees are sustainability professionals, rather than CEOs or

Chief Financial Officers (CFO).
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For smaller companies and industry associations representing SMEs, CSRD reporting is not
synonymous with sustainability efforts. It is rather seen as a bureaucratic hurdle put forward as highly
challenging and ultimately negative to SMEs — both in their capacity to comply with the regulation and
in the perception of what constitutes ‘real’ sustainability work. Sustainability reporting is seen as time
wasted and/or an insufficient measure. Respondent 2 raises concern that valuable resources may be
diverted to meet CSRD requirements, rather than being invested in concrete climate actions. It is also a
matter of prerequisites to make the investments necessary to report. Respondent 9 sees a risk for small
family companies within the supply chain being drawn out of business if they cannot deliver data at a
sufficient level, due to the trickle-down effect of CSRD. Respondent 3 expresses concern that resources
are being allocated to compliance at the expense of addressing customer demands. In her view,
customers seek more concrete and visible actions for sustainability. These different attitudes towards
the CSRD indicate that whether sustainability reporting is institutionalized as a practice relates to
organizational size. This is not entirely surprising if listening to Pizzi and Cornella (2024: 2-3), who
suggested that larger companies are accustomed to using sustainability reporting as a way to legitimize
their business, whereas the practice is both less common and less beneficial for SMEs. In addition,
larger companies have better prerequisites thanks to their stronger financial foundation. Still, there are
testimonies of increased sustainability reporting among SMEs (R2), suggesting an early stage of

institutionalization.

Porter and van der Linde (1995: 105-110) argued that well-designed environmental regulations can
stimulate innovation, offsetting the costs of compliance and leading to competitive advantages for
enterprises. Similarly, Grewal et al. (2019: 3078-3079) suggested that good sustainability performance
can enhance an organization’s competitive advantage. Dicken (2015: 75) suggested that innovation is,
inter alia, a new way of doing things. We see this form of innovation through investments such as new
recruitments, development of IT-services, and strategic internal restructuring. Pizzi and Coronella
(2024: 3), however, saw a distinction between firm size and potential gain, suggesting that the cost of

investment for SMEs can outweigh the benefit, unlike for larger companies. At this point, it is too early
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to conclude whether any investments made for the CSRD have been advantageous or disadvantageous
in terms of competitive advantage, regardless of company size. Evident from the findings, however, is
that the size is of essence in both the willingness and prerequisites to make changes due to the CSRD.
This is also in line with Aragon-Correa et al. (2020: 344), who wrote that it is essential for organizations

to have both the resources and understanding of requirements to change environmental strategies.

The Omnibus proposal is received differently among respondents — either as a possibility for reduced
workload or a frustrating step backward in the sustainability work. However, the organizations share an
experience of confusion about the current expectations. Respondent 7 describes a state of panic, where
organizations do not know how to react. It can also have direct consequences on the operation, as
Respondent 8 describes how his organization is now at risk of losing the many new clients it gained
thanks to CSRD, due to a decrease in service demand. Omnibus displays ambivalence, as many
companies have made great investments that now risk being rendered obsolete. Respondent 2 tries to
frame Omnibus as an opportunity for member organizations that have already made significant
investments, as bureaucracy is put aside, while the tools may still be used for a sustainable transition.
Still, Omnibus presents voluntary sustainability reporting guidelines, which suggest that sustainability
reporting in some form is receiving what Greenwood et al. (2008: 5) would define as a rule-like status
to organizations of all sizes. In other words, following voluntary guidelines for SMEs may in practice

become mandatory because of the risk of losing legitimacy.

The skepticism among SMEs and industry associations towards the CSRD as a ‘solution’ can also stem
from the ambiguity that the regulation causes. Lundvall’s (2024: 301) depiction of early-stage
innovation processes as being ruled by uncertainty and conflict is validated by the current state of the
CSRD integration. Companies struggle to put regulation into practice, and the Omnibus proposal further
amplifies the ambiguous situation. This, together with the step-wise compliance of the CSRD as

described in section 1.1.1 and the aforementioned levels of institutionalization, explains how SMEs are
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at an earlier stage in the implementation process of the CSRD as compared to larger organizations.

Because of Omnibus, it is also unclear if they are expected to comply at all.

To conclude section 5.1, organizations' approaches towards the CSRD, together with the level of
institutionalization of sustainability reporting as a practice, vary. The findings suggest a correlation
between institutionalization and organizational size, as well as different attitudes toward the directive.
This may be influenced by organizations’ perceived chances to gain a competitive advantage from
sustainability efforts or the prerequisites to follow the directive. Organizations are struggling with
unclear legal expectations and shifting regulatory demands. This reflects early-stage innovation, which
is typically marked by uncertainty and conflicting priorities. The Omnibus proposal introduces the
possibility for scaled-down reporting requirements, but the question remains if sustainability reporting
is now necessary to maintain organizational legitimacy. We can therefore expect the advancement made
by those still subject to mandatory disclosure to influence the practice of those who may fall out of

scope because of Omnibus.

5.2 INNOVATION, ORGANIZATIONAL FIELD, AND KNOWLEDGE TRANSFER

During times of change, the organizational field evolves in response to institutional pressures, such as
regulatory compliance. A triggering event — such as a legal initiative — can create chaos that disrupts
routine behavior (Hoffman, 1999: 351; 353; 366). Hoffman (1999: 352) sees the organizational field as
a center for dialogue and discussion, generated by a shared issue and formed around actors who may
not have participated otherwise. Our results exemplify how the organizational field is in flux with new
service suppliers, as well as knowledge-focused events such as workshops, webinars, and courses.
Organizations are increasingly willing to reach out to other actors to make sense of the new
requirements and establish common practices (R2, R4, R9, R11). Respondent 4 noted that competition
in the textile sector is increasingly giving way to collaboration. Additionally, actors like banks and

industry associations invite organizations to networking events to enable these connections (R2, R7,
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R10). Sharing expertise — even with competitors — is seen as a legitimate action, giving room for

extensive knowledge exchange between organizations.

According to Cavalli and McGahan (2024: 567, 570), collaboration is a vital sustainability effort and
part of the open innovation model, as a measure of bridging ideas and capabilities by actors to enable
innovation. The innovation capability also depends on the ability to make connections and transfer
knowledge, as argued by Binz and Truffer (2017: 1285, 1287). Several respondents were skeptical about
the CSRD's potential to drive innovation (R2, R7, R9, R10). Innovation is seen as synonymous with
solutions for emission reduction and similar sustainability efforts, which are yet to be seen as an effect
of the CSRD. All respondents, however, witness innovation in terms of technological solutions for data
management to enable reporting. An example of inter-organizational collaboration raised by several
respondents (R2, R4, R11, R7) is the network of STICA, which has fruitfully developed standards for
carbon accounting in the textile industry. Respondents 6 and 9 also witness innovation happening to the
DPP, concluding that this gives the potential for CSRD to have the same effect. This suggests that
innovation potential is enhanced through collaboration in the field and that the challenge of complying
with the CSRD feeds a collaborative environment, providing a fruitful ground for open innovation. To

quote Respondent 2: “Nothing unites like a common enemy” (R2).

The legislative text of the CSRD, together with ESRS, gives explicit information about what is expected
to be disclosed. Respondents 4 and 5, for example, say that clarity can be gained by carefully reading
the official documents from the EU. However, for instance, Respondents 2, 7, 9, and 11, see a demand
for more precise information on Ahow to report, and also point to a lack of resources for SMEs.
Respondents 5 and 11 have participated in courses, but these were told only to confirm already available
explicit information. Seemingly, there is a gap between theory and practice, or between explicit and
tacit knowledge. Respondent 11 expresses a need to follow a practical case to reach a level of knowledge
that would enable her to offer services connected to the CSRD, and respondents 3 and 10 say that the

directive becomes clearer when starting to ‘do’. Grant explains that tacit knowledge spread is
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cumbersome and slow, as it needs to be shown through interaction between individuals and can not be
codified (Grant, 1995: 111). The know-Aow to comply with CSRD is still under construction, and is
only available in fragments, transferred slowly between actors through interaction. Since explicit
information is widely available, while practical implications are scarce, the latter has a high value to
those facing the challenge of compliance. Building and maintaining networks becomes an essential

asset in times of change, as this is one way to access tacit knowledge.

The lack of knowledge of how to report, especially for SMEs, is also due to a gap between the
information provided and the ability to absorb (R7, R2). As Respondent 7 notes, while much of the
information is technically available to their members, companies want an exact, simple recipe — they
are not receptive to the currently available support. According to Grant (1996), the success in knowledge
transfer depends on the common language and the capacity for aggregation or absorbency (Grant, 1996:
111). This is also in line with Aragon-Correa et al. (2020: 344), who wrote that it is essential for
organizations to have both the resources and understanding of requirements to change environmental
strategies. The official information provided by the EU does not translate to useful information for
smaller actors — unless they get ‘translated’ by the network to a common language. Larger firms may
have employees trained in digesting legislative frameworks such as ESRS, as exemplified by
Respondent 4’s colleague, who spent much time studying the CSRD itself. On the other hand, SMEs,
where the responsible employee often handles the sustainability role in parallel with other assignments,

lack the time and/or competence to consult primary official sources.

To conclude section 5.2, the CSRD triggers a state of chaos and causes the organizational field to evolve.
This opens up to new legitimate behavior, such as increased interaction between competitors. One
visible change is a rise in collaborative activity across various networks, marking a shift in
organizational behavior. This increased collaboration facilitates knowledge transfer and lays a good
ground for open innovation. A gap remains between explicit and tacit knowledge: On the one hand, the

know-how concerning the CSRD is simply still under construction and therefore only partly available.
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This scarcity makes this type of information highly attractive, and maintaining a strong network to
exchange knowledge becomes a strategic asset. On the other hand, SMEs in particular face problems
absorbing complex information from the EU. The information gained from networks can again serve as

a solution to this issue.

5.3 LEGITIMACY THROUGH CONSULTANTS AND TECHNOLOGY

Legitimacy is the perception that actions are appropriate or desirable within a socially constructed
system (Suchman, 1995: 574). Based on the interviews, it is clear that there is widespread uncertainty
regarding what constitutes the pertinent approach to the CSRD — for instance, how to report and which
IT-systems to adopt. A common view on how “the first reports will set the standard” (R1, R4) reflects
a desire for a legitimate and widely accepted practice. Depending on the timing of the interview, the
availability of CSRD reports varied, as some were conducted before any of the first reports had been
released. Respondents mention using consultants to introduce the CSRD to their organization (R2, R3,
R7,R10, R12), just as the consultants describe an increase in client demand and opportunity to develop
new services (R5, R8, R15, R16). Both Meyer and Rowan (1977: 350-351) as well as
Eriksson-Zetterquist (2009: 67), described the use of consultants as a means of gaining, or maintaining,
legitimacy. This means that consultants are a quality certification and become indispensable to
organizations when there is no clear framework to comply with. Collaboration appears less frequent to

SMEs, but respondents witness a perceived pressure of purchasing consultancy services (R2).

Hoffman (1999: 366-367) suggested that during periods of chaos, active participants in the
organizational field gain some authority to restructure the institutional order. This restructuring is
evident in the role of consultants and the influence they have in establishing practices according to the
CSRD. Respondents 5 and 8 describe the collaboration with FAR, where common guidelines and
professional standards for consultants are innovated. Through this broad standardization, consultants
influence the design of what may eventually become the institutionalized and legitimate standard. In

the legitimacy-seeking act of using consultants, the reporting companies thus refrain from active

63



participation in setting new standards although there is yet no established way to report. This means
that under a moment of chaos — the implementation of CSRD — consultancies take the opportunity to
form a new normal, while others miss out on this chance. This suggests that the status as a provider of
legitimacy gives varying power to influence the offsets of change to actors in the organizational field.
Rogers (2003: 27-28) referred to respected members of the social system with the ability to facilitate
change as opinion leaders. From this perspective, consultants can be seen as opinion leaders, possessing

the capacity to diffuse the new reporting standards through their role as legitimizing actors.

Yet, we must ask ourselves if consultants are simply used as a tool for legitimacy. Testimonies on the
requirements of the CSRD from a regulatory perspective indicate that consultants have a necessary
function in actually enabling organizations to fulfill the legal requirements. Respondent 15 claims that
external support is essential to ensure compliance, due to the complexity of the regulation. For
organizations that lack the financial measures to take on consultants, much stress lay in lacking both
the support and validation provided by a consultant. As mentioned in 5.2, networks can therefore play

an important role in providing knowledge.

The CSRD creates a new market for [T-solutions, with respondents pointing to high customer demand
but a lack of sufficient solutions. Despite an overload of IT-solution providers rapidly entering the
market, respondents say there is no fully developed system for data management (R3, RS, R7, R10,
R12, R13, R15, R16). This development provides critical tension among the respondents. Respondent
13 finds it frustrating having to combine multiple inadequate solutions and also points to the
administrative burden this causes to the suppliers. Respondent 7 describes that some providers promise
an all-in-one solution, often failing to meet expectations. At the same time, Respondent 1 questions
ITsystems and the reality they claim to reflect, worrying that the need to make data manageable through
simplifications and proxy-data makes the systems inefficient. Anderson and Tushman (1990: 604-606)
suggested that eras of ferment are marked by experimentation and struggle, eventually giving way to a

dominant design that provides stability and standardization. This situation, of multiple insufficient

64



IT-solutions and new providers, reflects the typical innovation process in an era of ferment, with trials
and errors and hard competition until a dominant design emerges. According to Meyer and Rowan
(1977: 344, 355), organizations act in ways they believe are expected of them. This means that as a
consequence of their legitimacy-seeking behavior, areas such as IT-solutions are prioritized over
efficiency. Respondent 12 observes companies purchasing IT-solutions for traceability without a
strategic plan, like a perceived must-have. This displays a desire to act legitimately in the eyes of the
surroundings, as companies appear to be buying inefficient IT-systems without questioning their
purpose and positive effect. Once again, size is also of the essence in the prerequisites to act and thereby
implement new systems, likely due to the cost it brings. Respondent 2 highlights the perceived
expectation for SMEs to invest in new IT-systems as a source of stress, reflecting the broader

institutional pressures faced by these organizations.

This demand for new IT-solutions also displays a difference in what constitutes a legitimate behavior
between actors in the organizational field. Among IT-suppliers, large established actors who usually
serve undertakings have so far refrained from innovating new tools in line with the need for CSRD
compliance (R2, R6, R12). Respondent 2 believes that the suppliers’ focus is to enable add-on
functionalities in their existing systems, whereas Respondent 12 explains how the framework is simply
not compatible with their business model. This suggests that the effort to produce IT-products in line
with the CSRD is not a requirement to remain a legitimate actor within the IT-sector. This goes against
Fornasari and Traversi (2024: 121, 129), who scout how the CSRD and ESRS will force a change of
strategy within organizations to remain legitimate. Instead, it becomes a business opportunity for new
players, innovating IT-solutions, and making their way into the organizational field. According to
Suchman (1995: 594), it would be considered a bold move not to be responsive when innovation starts

taking place, as it creates a risk of losing status.

To the small, less-known IT-solution providers, however, a high number of competitors and a request

for established (and thus legitimate) actors indicate that it is hard to make their way into the market,
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despite innovations. Yet there are tendencies of new trends arising, with mentions of semi-established
names such as Position Green and TrusTrace. These actors do not provide full-end IT-solutions, but are
instead compatible with the old, established actors, making way for legitimate but inefficient
ITsolutions. From Geels’ (2002: 1263) multi-level perspective on technological transition, the current
experimentation through new service providers and IT-solutions can be interpreted as niche innovations.
At this point, we see insufficient solutions used in inefficient ways: The IT-systems represent a
mismatch with established practices and expectations. These innovations both need further development
to become effective — but the socio-technological regime also needs adaptations to the new technology.
The organizations’ desire to remain legitimate under the implementation of the CSRD — a result of a
sustainability paradigm seen on a landscape level — creates a ‘window’ for seemingly insufficient
solutions to penetrate the market. While this behavior may sound irrational, it illustrates a necessary
step of technological advancement, according to Geels (2002: 1261). Eventually, new technology and

expectations will align in the configuration of the socio-technological regime.

To conclude 5.3, there is currently no universally legitimate way to report according to the CSRD, which
has led many organizations to rely on consultants as a means to gain legitimacy. In the midst of chaos,
participants in the organizational field can set new standards. Instead of taking the mandate over the
reporting standards, organizations are holding back, leaving consultants to act as opinion leaders and
drive the diffusion of practices. Testimonies witness the necessity of consultants to reach compliance,
due to the complexity of the framework. This creates stress among actors who lack the financial
capacity, losing both support and a legitimizing symbol. There is a strong pressure to adopt IT-systems,
which creates a surge for technical innovation. This presents a business opportunity for new entrants in
the market — however, there is skepticism towards their efficiency. As such, the CSRD appears to be

fostering a surge in innovation in [T-solutions, but so far, no dominant design has settled.
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5.4 INTERNAL EFFECTS AND DECOUPLED EFFORTS

Traditionally, sustainability departments have been composed of passionate professionals with a strong
drive for sustainable change (R1, R4, R3). The CSRD, however, broadens the scope and requires
participation in the sustainability conversation from different departments. The new intersection
between departments reshapes company practices and organizational structures. Respondents describe
tighter linkages between different units and how cross-functional groups, such as ‘CSRD task forces’
(R3, R6, R13), are created to bridge internal knowledge silos and combine expertise. For example,
Respondent 6 reported developing an in-house product data system in close coordination with the
sustainability department and production offices. This shows how innovation in terms of new practices
grows through new intra-firm connections and not only through the inter-firm relationships described
in section 5.2. This development aligns with Binz and Truffer’s (2017: 1285; 1287) emphasis on a
coupling between actors as a condition for innovation. As Fagerberg (2005: 74-75) described,
combining ideas of different origins can create newness. A concrete example of this is the finance and
HR departments' new way of integrating sustainability targets into their work (R3, R6). At the same
time, sustainability professionals are adopting financial reporting standards that challenge previous
ways of working (RS, R8). Through these new, innovative approaches, organizations are one step closer

to meeting the demand of the CSRD.

This combination of new ideas can, however, bring conflict, aligning with Lundvall's (2024: 301)
description of change. One example is the skepticism from sustainability teams toward finance
departments bringing ‘structure’ to sustainability efforts, due to finance's ability to grasp the
complexities of ESG issues. As a result of the light shed on sustainability and the extension of its scope,
many traditional positions are undergoing significant change. Institutional shifts call for both unlearning
and learning to some extent, as Perez points out (2009: 186-189, 199). This shift demands not only
technical skill development but also a redefinition of professional identities and roles. This causes
tension but also creates the conditions for path-breaking innovation as new collaborative practices are

forged. Our results also exemplify internal tension between the sustainability department, product
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development departments, and the management team as ideas about strategy towards the CSRD differ
between them (R2, R4). Sustainability and product development teams argue that products currently in
the design phase will reach the market in three years, necessitating a proactive stance. If they delay,
these future products risk non-compliance and market exclusion. But from a management point of view,
being proactive risks wasting resources when the law remains ambiguous and evolving, especially with

the introduction of Omnibus. This suggests keeping a passive role for the time being.

Decoupling is described as a way for organizations to disconnect efficiency from legitimacy and thus
take symbolic actions to remain legitimate (Meyer & Rowan, 1977: 356-357). The CSRD is seen as
both a sustainability initiative and an administrative burden. Some respondents describe how the
administrative efforts will have sustainable impacts in the long run by mapping, streamlining, and
placing pressure on supply chains (R3, R4, RS, R6, R8, R10, R13). To others, it is seen purely as a
costly, administrative burden that will not lead to sustainable outcomes (R1, R2, R7, R9). This
ambiguity reflects Bromley and Powell's (2012: 489-490) idea of means-ends decoupling, where
organizations implement new practices, but the connection to the intended outcome is unclear. In other
words, whether or not the efforts described by the respondents can be seen as an act of decoupling
depends on how we interpret the intended purpose of the CSRD. According to the European
Commission (2023: 1), the CSRD is designed to enhance transparency by disclosing sustainability
information and enabling comparability, as part of the European Green Deal. It is thus both a directive
to report on sustainability in a more structured and quantifiable manner as well as a long-term effort to
reduce carbon emissions and promote sustainable growth. At this point, it is too early to draw any

conclusions on the long-term sustainable effects of the CSRD.

To evaluate the CSRD as an act of decoupling therefore becomes a matter of interpretation. For
respondents with a negative view of the CSRD, the main critique is a misallocation of resources.
Respondents argue that efforts are being directed toward administration — reporting — rather than what

respondents describe as ‘actual sustainability work® (R1, R2, R7, R9). Additionally, there is little
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confidence that the IT-solutions and measurement methods will provide a sufficient picture of ESG
impacts. In contrast to the larger actors and consultants, sustainability reporting and IT-solutions are
seen as tools to get control over their supply chain (R3, R4, R5, R6, RS, R13). These respondents see a
chance to take concrete actions, such as reducing emissions, selecting suppliers that meet sustainability
criteria, or decreasing the overall number of suppliers — enabling improved due diligence practices. By
this, we understand that organizations interpret and respond to the CSRD differently depending on their
size. It also suggests that the directive offers varied means of action: for SMEs, typically with fewer
resources and fewer potential gains from stakeholder pressure, the CSRD appears more decoupled. The
connection between administrative efforts and tangible outcomes — such as improved supply chain

management — remains unclear.

To conclude section 5.4, cross-departmental collaboration is a sign of coupling between internal actors
— an important condition for innovation. The combination of ideas from different departments fosters
newness but also requires both learning and unlearning. It is also seen that the traditional role of
sustainability professionals is undergoing significant change, with an expanded mandate and greater
involvement across the organization. However, these processes display risks of internal conflicts, as all
departments do not share the same vision or level of engagement. The CSRD has different implications
for respondents, as a genuine sustainability initiative or not. At this stage, the actual sustainability effects
of the CSRD are not yet to be measured. However, the perception of the directive’s relevance and impact
varies with organizational size. Respondents from larger organizations have a positive perception, while
those from smaller firms often see it as a decoupled act. This may be due to larger organizations having
greater resources, enabling more opportunities to benefit from the directive — for example, increased

control over their supply chains.

5.5 SUMMARY DISCUSSION
Going into this project, we expected that it would be more specifically sustainability reporting that

would be on the tongue of the respondents. Instead, it soon became clear that the discourse between
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sustainability reporting and sustainable efforts is closely intertwined. By some respondents, change
triggered by the CSRD is interchangeably referred to as sustainability efforts, whereas to other

respondents, it is more or less an obstacle to increased efforts for sustainability.

This research has explored an organizational field, taking its stance in the CSRD. From the empirical
material and the analysis, it is clear that the directive has had varying effects on the actors we have been
in contact with. For producing companies, directly affected by the CSRD, the regulation has triggered
a need for strategic internal restructuring, recruitment, and a demand for new IT-solutions. Many have
turned to consultants for help, creating a new demand for consultancy services within the field, from a
growing client base. While industry associations have maintained their core positions and agendas, their
function to the CSRD has come to include much support, networking, and providing information,
particularly to their SME members. A similar function to the SMEs is described by Respondents 9, 10,

and 14, supporting a sustainable transition within the industry.

For IT-solution providers, the CSRD introduces a new market and a new position in the organizational
field. At this point, multiple new actors have entered the field with various IT-solutions, while the older,
more established providers have chosen not to develop a full-end solution in line with CSRD. It remains
to be seen whether this will negatively affect their future competitiveness. Some of the respondents are
on the periphery of the field of the CSRD as they admit to not being directly affected by it. These actors
are a strong part of the network we have encountered, but describe a lack of tacit knowledge of the
CSRD — how to report or measure — which prevents them from offering more concrete support to the

industry.

Figure G illustrates the organizational field, with respondents positioned according to the direct impact
of the CSRD on their organization — the closer to the center, the stronger the impact. In the middle, we
find producing brands that sooner or later are expected to report according to the CSRD. Next to them

are consultancies and IT-solution providers that adapt or innovate new services in direct relation to the
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CSRD. Thereafter are industry associations, and further out we find other supporting organizations. The
illustration also displays new IT-providers penetrating the field, signaling how the field is evolving by

encompassing new actors.

New
IT-
suppliers

New
IT-
suppliers

\

New
IT-
suppliers

Figure G: lllustration of the organizational field of CSRD, by the authors

Our findings show that the CSRD influences a wide range of actors: producing organizations are
restructuring, networks are expanding, consultants are developing new services, and IT providers are
attempting to innovate new products. It is clear that the CSRD is triggering change, and new practices
are being implemented across the organizational field. These practices are primarily aligned with the
shared goal of enabling sustainability reporting. So far, we have not observed tangible sustainability
outcomes that align with the broader objectives of the EU Green Deal, and it remains to be seen if it
will be a decoupled incentive. Among respondents, opinions differ on whether the CSRD represents the

right path forward to achieve those goals.
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Our findings show strong indications of size-related differences among producing organizations in the
view of the CSRD as a sustainable measure. The willingness to adapt to the requirements and the
prerequisites to comply, affected by company size, calls for adaptation of the directive, which Omnibus
may be a response to. These indications must, however, be treated with caution. Findings related to
SMEs are mainly based on testimonials from industry associations, in other words, secondary sources
based on their members. As for larger organizations participating in the study, none have yet released a
report under the CSRD, as this is required by them in the year 2026 at the earliest. Although these
organizations have described their preparation processes in positive terms and as natural progress, they
have not yet experienced the ‘knife-to-the-throat’ pressure of releasing an actual report. A limitation of
this study is therefore the lack of participants with direct experience in publishing reports, as well as

the limited inclusion of first-hand sources from SMEs.

Another factor that could contribute to the size-related differences is the combined effect of time of the
research and the Omnibus proposal. The CSRD is being implemented gradually, with a phase-in period
for compliance — starting with undertakings already subject to the NFRD and gradually extending to
smaller companies. As discussed in sections 1.1.1 and 5.1, organizations are currently at different stages
of implementation depending on their size. This variation could influence their perceived level of
‘preparedness,’ especially since we do not know how today’s more confident larger companies felt a
few years ago. Additionally, company size often correlates with differing levels of experience in
voluntary sustainability reporting. Researchers expect SMEs, in particular, to be late adopters due to
their lack of experience (Pizzi & Cornella, 2024: 2—3). Perhaps most significantly, Omnibus has created
great confusion among many of the participants. It suggests reducing the number of undertakings by up
to 80%, including all SMEs, together with other major simplifications. However, since nothing has been
finalized, organizations are left in a state of uncertainty. Size is also reflected in the capacity to absorb

knowledge, adding yet another dimension to the state of uncertainty
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To look at size as a prominent factor for change goes outside our conceptual framework and is not a
significant parameter of either institutional or innovation theory. Albeit the findings cannot successfully
be explained through the framework, they are deemed relevant to the study as they indicate clear
relations between size/prerequisites and triggers for innovation, as well as size/prerequisites and

legitimacy-seeking behavior, as well as sustainability as an institutionalized practice.

The conceptual framework has proven effective in identifying both change and various forms of
innovation, as well as key aspects of institutional theory. As the CSRD is in early implementation, and
this study takes a snapshot, it only captures change during an early stage of chaos. It is important to
emphasize, however, that both theories are also well-suited for analyzing long-term effects. As
Boxenbaum and Jonsson (2008: 90) note, there is a difference between adaptation, a temporary effect,
and institutionalization, an assumed state here to stay until the next disruptive event. For instance, the
current trend of hiring consultants to prepare and conduct sustainability reports reflects a
legitimacyseeking response to uncertainty. Our findings cannot tell whether this is a temporary
adaptation to ride out an ambiguous situation or if it will become institutionalized. Similarly, a rise in
innovation does not automatically imply that the innovations have become embedded in a socio-
technical regime. Innovation theory, when applied in retrospect, can help us trace the emergence,
dominance, and eventual institutionalization (or decline) of specific innovations triggered by the CSRD.

In the following chapter, we will therefore offer our recommendations on how to continue this research.

6. CONCLUSION

Through this qualitative case study, this research has sought to explore change initiated by the CSRD,
focusing on how organizations navigate regulatory shifts and the innovation processes that emerge
within an ongoing transformation. The research question that has guided this study is: How is the CSRD

driving change within affected organizations?
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Our findings show that whether or not the respondents see a purpose in the CSRD depends on the
prerequisites of the organizations they represent. Larger organizations with prior reporting experience
view compliance as a natural extension of institutionalized practices, showing a rule-like acceptance of
sustainability reporting as integral to their operations. SMEs, on the other hand, have not previously
been subject to mandatory sustainability reporting and, thus, lack an established habit of following strict
frameworks. Additionally, SMEs and industry associations exhibit capacity-related challenges and
question the value of the CSRD. However, as the legislation is gradually implemented, starting with
large companies and ending with SMEs, the different attitudes towards the CSRD may also be a natural
consequence of the companies being in various phases of preparation. Therefore, a potential correlation

between size and prerequisites to adopt the CSRD must be raised.

We have found that the CSRD has triggered innovations manifested in new roles, [T-systems, and
services — particularly among larger companies and affiliated service providers. The change has also
generated new cross-departmental collaborations and networking. This development is appreciated by
the sustainability managers, as their domain gains new status, but it is not without tension, as different
opinions on how to achieve compliance coexist. Investments to achieve compliance through innovations
can be seen as a measure to gain a competitive advantage, but it appears again that size is of the essence,
as smaller firms may lack the means. Reactions to the Omnibus proposal further highlight
fragmentations within the field; while it relieves pressure for some, others interpret it as a threat to

previously made efforts. To consultants, Omnibus brings a risk of losing new clients.

We also identify uncertainty amongst participants about how to approach the sustainability reporting
requirements of the CSRD. Many organizations have turned to consultants, who report an increase in
client demand. Undertakings refrain from participating in setting a standard for the new reporting
system, leaving consultants to take a role as opinion leaders on the new sustainability reports. The
CSRD has expanded the organizational field, as our findings witness a proliferation of IT-solutions,

without a dominant design. It is a fragmented landscape — marked by a patchwork of actors and an
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inefficient use of multiple systems. Not only has the CSRD generated business opportunities and a surge
of new IT-companies, but it also creates opportunities for knowledge exchange. Inter-firm collaboration
has increased through networking events and webinars. It has even become legitimate for organizations
to reach out to competitors — a practice previously seen as unusual or inappropriate. Industry
associations witness how SMEs, who generally struggle to absorb and implement the legal requirements

of the CSRD, are finding collaborative networking especially helpful.

Whilst it is clear that organizations are prioritizing their sustainability efforts, respondents do not
provide a unified definition of what sustainability entails. Although the CSRD is perceived as a
sustainability effort, it is not perceived as a trigger of innovation by the respondents. The purpose of the
CSRD is ambiguous and complicates the assessment of organizational responses — and whether to deem

changes successful or as a failure to achieve substantial sustainability outcomes.

To answer our research question, the CSRD is driving change within affected organizations by
prompting new processes, new methods, and innovations. Among producing companies, there are
indications of a positive correlation between company size and the willingness to undertake change
efforts. This may be linked to financial prerequisites for scaling and the capacity to absorb new
knowledge. However, it could also be related to their progress in the implementation process and the
ambiguity introduced by Omnibus. The change efforts seen in our results are shaped by
legitimacyseeking behavior. Regardless of how organizations feel about the CSRD, they tend to look to

consultants, industry associations, or networks for guidance and validation.

6.1 THEORETICAL AND MANAGERIAL IMPLICATIONS

The CSRD may be perceived as legislation forcing certain actions, whether they align with the values
of the company or not. This disadvantageous situation for managers may cause stress over the risk of
wasting resources that do not align with the interests of the firm. However, our findings can teach us

something about how to design a strategic response towards the regulation, using the space that is
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available in the interest of the firm. The purpose of compliance for the firm is legitimacy seeking rather
than following the law at whatever cost. Most likely, competing firms have a similar level of struggle,
and therefore, legitimacy can be achieved by showing honest effort — even if ‘true’ compliance is not
reached. After all, this is how change happens, and incomplete solutions are signs of evolution rather
than failure. As Hoffman (1999: 366-367) argued, participants in the field are given some power to
influence during these short times of chaos. Managers should seize the moment and use the room for
agency that is available in the institutionalization of reporting practices. This can be done by partnering
with opinion leaders, for example, well-known consultancy firms and undertakings. Taking
consultancies’ and/or IT-solutions providers’ advice for truth — and even paying for it — is to lose the
chance to influence the future. It can, however, be a suitable alternative for some firms to take a back
seat without the possibility of setting the standards by which it soon must align, as engagement is

another cost.

To overcome the liability of being small, our findings suggest that SMEs benefit from partnering with
other actors in similar situations through industry associations and networking. As respondents witness,
the CSRD has increased collaborative behavior within the industry. During times of chaos, where
legitimate actions are re-shaped, there is a chance to benefit from networks even more than was
previously accepted. Firms of similar size, products, and customer base will likely share stakeholders
and have similar DMAs. Considering the size-related challenges this research has shown, efficiency
could be gained by transparently sharing tools, methods, and even personnel, as well as procuring
IT-solutions together. At this point, organizations are in a shift with the possibility of creating new
legitimate ways, enabling them to survive the transition towards the CSRD — what is the purpose of
waiting? Additionally, sustainability is a unifying challenge to the whole industry, and radical
collaborative methods can be explored as a competitive advantage. If SMEs do not overcome the
liability of being small, the effect of the CSRD will otherwise be ‘the bigger, the better’— which does

not necessarily lie in the best interest of a sustainable transition.
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As for policy-makers, the EU does not explicitly link the CSRD, as a measure for quantitative and
transparent sustainability reporting, to actual emissions reductions under the EU Green Deal. Nor does
it place specific demands on improved sustainability results. The argument ‘what you can not measure
you can not manage’ could speak for its implementation, but the requirement to ‘manage’ is not defined
in the directive. This suggests a heavy reliance on institutional pressures between organizations and
stakeholders to drive real change. For example, a need for firms to show satisfactory sustainability
results to attract investments. The analysis shows legitimacy-seeking behavior in complying with the
directive, but there is no evident link to how this will lead to sustainable results in line with the goal of
the EU Green Deal. Instead, we are seeing changes like the implementation of new IT-systems, strategic
internal restructuring, recruitment, knowledge sharing, and inter- and intra-firm collaboration. Whether
this will eventually reduce emissions or leave no person or place behind remains to be seen. As of now,
there is a lack of empirical research connecting sustainability reporting with actual ESG performance
(Dinh et al., 2022: 2). The CSRD offers a valuable opportunity to explore how — and if — mandatory
sustainability reporting leads to real sustainability outcomes. This, in turn, will help us understand
whether the directive brings about substantial change or if it is a decoupled act of symbolic compliance

— an important insight to policymakers.

On a final note to policy-makers, the directive is said to be bureaucratic and difficult to understand. Yet
some respondents witness that it becomes clearer once they begin actively working with it. There is no
point in sending out legislative text to a reader unable to comprehend it. User-friendly and
industryspecific guidance could reduce the risk of misaligned interpretations and decoupled responses.
However, corporate communication and unclear regulation have been a standing problem, long before

the CSRD, as noted by Pizzi et al. (2023: 816-817).

6.2 SUGGESTIONS FOR FUTURE RESEARCH
This unexplored arena leaves multiple options for future research. Firstly, it would be interesting to

replicate this study in retrospect to assess the long-term changes and institutionalized practices that
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emerged. Additionally, a closer look at the link between organizational size and the prerequisites for
implementing sustainability regulations is not necessarily limited to the CSRD. With the introduction
of Omnibus, an interesting follow-up would also be to look at organizational reactions and
consequences of the proposal. How do constant changes in sustainability legislation by the EU affect
an organization’s perception of regulation? More specifically, do efforts to ease legal requirements, such

as the Omnibus, undermine its legitimate status?

The key question from a policy perspective is to research how sustainability directives can be designed
to enable more effective implementation. In the case of the CSRD, our findings suggest that legislation
could drive change more precisely if adapted to company size. Building on Porter's hypothesis, future
studies could also explore whether the CSRD contributes to competitive advantage, considering the

substantial investments it demands from companies

Our findings clearly illustrate how data management raises opinions, concerns, as well as business
opportunities. While there is a rapid increase in companies offering IT-solutions, concerns circle the
lack of data granularity and the consequences of using proxy data — risking sustainability efforts to go
unseen. This opens a new field of research on technical solutions and their ability to accurately measure

and thereby aid the sustainable transition of the industry.

If the underlying rationale of the CSRD is that stakeholder pressure and the pursuit of legitimacy will
drive improved sustainability performance, this assumption must eventually be evaluated. Will
companies improve their sustainability practices? In what ways? And on behalf of which stakeholders
— some more than others? Finally, the diverse interpretations of ‘sustainability’ call for a classical
discourse analysis of the sustainability change efforts. This would elucidate how organizations

themselves define ESG goals and outcomes, offering insight into desired work and meaningful progress.
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8. APPENDIX

8.1 INTERVIEW GUIDE

L.

Background
Inform about the study and anonymity
Can we record and transcribe this interview for our analysis?

Name, title and year in the organization?

Assignment
Tell us about your assignment at Company X
o What is your role?
o Examples of tasks
What is Company X's customer base (large, small/medium enterprises)
How has Company X prepared for the CSRD?
o How do you learn, find information about the CSRD?
o Have your tasks changed with the introduction of the the CSRD?
o Examples of new solutions, support offered to customers

o Have any roles been added/discontinued in your area?

Changes and networks

Do you have any new collaborative partners/customers or terminated collaborations?

Have you collaborated with other companies in your sector? Who, where, how?

Have you purchased any new services? If so, what do they do for you?

Do you feel that there is an industry practice to follow with the new the CSRD Directive? Can
you give examples of this?

Have you seen new solutions for companies due to the CSRD? Signs of innovation?

Expectations and the CSRD
What do your customers want from you in regard to the CSRD?
Do you feel that you can meet the expectations/have the required solutions?

Can you see new ways of working/innovations that would be needed?
Omnibus

How have customers reacted to the Omnibus proposal?

Have you taken any action in response to the Omnibus proposal?
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