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Abstract

This study examines the disclosure of materiality assessments in sustainability reports of
prominent Swedish construction firms, aiming to explore the extent to which companies
adhered to GRI guidelines and whether there were any discernible shifts in disclosure practices
from 2012 to 2021. We have used content analysis to gather data and analyse it through scoring.
Drawing on institutional theory, our findings reveal distinct institutional pressures associated
with the extent of disclosures made during the materiality assessment process among the
leading construction companies in Sweden. In the sample of Swedish companies, the extent of
the materiality assessment process disclosure over SRs has grown from 2012 to
2021. However, the majority of the sample companies still have not fully disclosed
sustainability-related material information as recommended by guidelines. This study offers
practical contributions as well as theoretical insights on how voluntary nature regulations
determine the extent of disclosing sustainability-related material information in SRs. The
results of this study are believed to be beneficial to companies or reporters who are interested
in the process of a materiality assessment.

Keywords: Sustainability Reporting, Global Reporting Initiatives, Materiality, Materiality
Assessment, Institutional Theory
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1. Introduction

1.1 Background

Within the past decades, sustainability has become the most crucial factor for long-term global
survival. Due to the immense resource utilization and externalities on society and the
environment, Aggraval (2013) emphasizes that the idea of business sustainability has become
increasingly important in the wake of stricter rules and a rise in stakeholder awareness.
Therefore, Businesses are gradually responding by creating more collaborative, strategic,
methodical, integrated, and transparent approaches to sustainability (UNGC, 2022).
Accordingly, in recent years, the usage of such sustainability reporting systems has grown
significantly which has a greater impact on the capacity to seek sustainable development
through management, planning, control, and accountability of organizations for their social and
environmental sustainability (Unerman et al., 2007). To address those emerging contextual
requirements, Sustainability Reporting (SR) was introduced and developed with the regulatory
influence which was started in practice from 1970-1980 (Marlin & Marlin, 2003).

The above importance of SR has raised concerns about the legal framework that could assure
businesses' adequate responsible behaviour and quality of SR beyond national borders and has
enhanced the prominence of SR in the corporate environment (Carungu et al., 2021). Various
professional and non-state organizations (referred to as external players) have developed over
the past 20 years as global standard-setters and producers of guidelines aimed to influence and
enhance the sustainability reporting regulatory environment (Afolabi et al., 2022). Among
those standard-setters, the Sustainability Reporting Guidelines, developed by the Global
Reporting Initiative (GRI) play an important role. GRI as a multi-stakeholder initiative, has
been a significant factor in raising the calibre of social and environmental reports. Accordingly,
GRI offers a framework of principles and guidance, as well as a list of disclosures and key
performance indicators, for organizations to voluntarily use in disclosing their sustainability

performance (Perego & Kolk, 2012).

GRI guidelines have since been improved and expanded into versions, G2, G3, and G4 (Jones
et al., 2016). Among those versions, G4 was released in 2013 which is mainly focused on
increasing transparency of sustainable material issues and getting multi-stakeholder perception

on the materiality process (GRI, 2013). While GRI has introduced improved versions, the EU



directive was introduced in 2014 for non-financial reporting. Calabrese et al. (2021) have
highlighted that most sustainability reports are prepared following the Global Reporting
Initiative (GRI) standard. Furthermore, reporters should provide information on how they
conducted their materiality assessment in their sustainability reports, as recommended by
standard-setters and practitioners (GRI, 2016). Therefore, with the recent changes in
regulations and increased regulatory pressure, businesses may be unsure of the standards to

adhere to and how to disclose material information about sustainability.

According to UNEP (2019) the "materiality process,” which identifies what is important, can
be considered as primarily attempting to respond to two key questions. One of the questions is
relevant to the boundary and impact while the second question is relevant to the scope and the
reporting content. However, the findings of Machado et al. (2020) and De Villiers et al. (2014)
examined that while firms adhered to GRI requirements, they did not fully disclose materiality
assessment relevant information and these disclosures might be less comparable. Since
regulations have changed over time, there should be changes in the reports as well. However,
there are not a lot of studies conducted investigating the practical adherence to sustainability

materiality guidelines in reporting companies. Therefore, we choose this area to study.

1.2 Problem Discussion

For those who carefully consider how sustainability issues relate to their business strategy,
materiality analysis can be seen as a special communication tool that enables informing broad
stakeholders about their environmental, social, and governance (ESG) impacts, risks, and
opportunities (KPMG, 2014). However, within the past decade materiality assessment has been
highly criticized by many researchers concerning methods of getting stakeholder participation,
vague and non-standard presenting approaches, less transparency of strategic prioritization, and
managerial discretionary behaviour of disclosing non-financial material facts (Campbell &
Slack, 2011; Grast et al., 2022). Furthermore, there can be observed considerable differences
in conducting materiality assessment processes among different companies (Farooq & De
Villiers, 2019; Jones et al.,2016). This issue may be caused by the Materiality Assessment's
voluntary and principle-based regulatory framework and process, which may encourage

reporting companies to use diverse information-presentation and disclosure strategies.

Lama et al. (2021) highlight that Sweden is a country that directly applies international

regulations and guidelines such as GRI to sustainability reporting. Therefore, voluntary nature
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guidelines of GRI and mandatory nature regulatory background might cause companies to
follow the same guidelines in different ways. Hadro et al. (2021) findings show the discrepancy
between stakeholders' information needs and what non-financial reporting provides them with.
Furthermore, the findings of Hadro et al. (2021) suggest that despite the inclusion of non-
financial information in construction industry disclosure, many construction sector companies
do not provide their users with the information they require. Since stakeholder perception and
materiality evaluation are intimately related, there may be significant reflections in the
sustainability reports of Swedish construction industry businesses.

This phenomenon has been studied by various researchers recently in different lenses. Methods
of operationalizing and processing materiality analysis are not uniform within companies and
quantitative approaches are more effective for higher credible and accountable sustainability
reporting (Calabrese et al.,2016; Jones et al., 2016). Machado et al. (2020) and De Villiers et
al. (2014) emphasized that while firms adhered to GRI despite the use of the same standard,
these disclosures might be very different and challenging to compare. When considering the
previous studies conducted on this research area, Unerman & Zappettini (2014) mentioned that
there is a lack of comparative studies in this research area. Therefore, our study examines how
organizations disclose information relevant to materiality in the same industry setting over a

10-year period to fill this research gap.

1.3 Purpose of the study

The purpose of this study is to evaluate the material sustainability information disclosure
practices of the major five Swedish construction companies (Skanska, Peab, NCC, JM AB, and
Veidekke) throughout 2012-2021 by GRI G4 guidelines. Accordingly, we conduct our study
to find answers to the following research questions:

1. How has sustainability reporting disclosure over the materiality assessment changed from
2012 to 2021 amongst Swedish construction companies?

2. How does the materiality assessment process adopted by Swedish construction companies,
as disclosed within their sustainability reports, compare against the requirements of GRI
guidelines?

To answer these questions, we use content analysis to analyse materiality assessment-related
disclosures based on the scoring method used by Farooq et al. (2021) on materiality disclosure

in Sustainability reporting in GCC countries.



2. Theoretical Foundations

The literature on sustainability reporting and materiality assessment is reviewed in this section.
Here, we review the literature on sustainability reporting, the meaning of materiality concepts,
the key issues of the materiality assessment, materiality assessment in all of the sustainability
reporting, and the GRI guidelines. We also look into institutional theory in this chapter as a

lens for the analysis.

2.1 Sustainability Reporting

Measurement, disclosure, and accountability to internal and external stakeholders for
organizational performance toward the objective of sustainable development are all parts of
SR. Often this SR practice is described as the disclosure of information about an organization’s
social, environmental, and economic performance (GRI, 2011). Companies are making more
and more efforts to increase their SR and to disclose sustainability performance information in
different ways and to differing degrees. This development is driven by a variety of stakeholder
expectations. Companies demonstrate a willingness to meet these expectations by, for example,
acting by social norms and acting in ways that maintain a good reputation, and complying with
regulatory requirements. Thus, new standards and regulations have arisen as sustainability
reporting has become more widespread across industries internationally, intending to ensure
the accuracy of sustainability information (Jgrgensen et al., 2021). KPMG (2017) looks at the
SR practices of 4600 companies from 46 countries. They discover that the GRI guidelines are
the framework used in SR the most frequently, with 63% of the top 100 companies and 75%
of Global Fortune adopting GRI (KPMG, 2017). Moreover, academics in the SR literature
employ a similar description which is done by KPMG (Adams & Frost, 2008; Bass & Dalal-
Clayton, 2012).

Due to the requirement of information, SR seeks to serve a broad variety of stakeholders
(Dienes et al., 2016; Dominic et al., 2014). In response to the growing information interest of
their internal and external stakeholders, many organizations have already voluntarily and
mandatorily provided an increasing quantity of sustainability information (Dienes et al., 2016).
The failure of companies to disclose information on material issues, however, is subject to
debate. This raises questions about whether organizations that publish SRs give stakeholders

fair reporting on their social, environmental, and economic performance (Beske et al., 2019;



Jorgensen et al., 2021). To determine whether the companies have provided the true image of
sustainability reporting, scholars have examined the content of sustainability reports (Torelli et
al., 2020; Unermann & Zappettini, 2014).

For example, to assess the SRs of 25 universities following the GRI guidelines, Fonseca et al.
(2011) conducted their research in Canada. Fewer than 30% of the analysed universities
disclosed sustainability performance, according to the analysis. Only one of the universities
included a letter from the president in its report, and none of the universities sought external
assurance. It was discovered that there are a few ambiguous disclosures about how
sustainability is being incorporated into research and teaching. Existing reports are not very
useful and could contain false information when used to guide sustainability-related decisions
(Fonseca et al., 2011). To assess the SRs of 108 publicly traded firms by the GRI standard,
Bouten et al. 2011 carried out their study in Belgium. They discovered that the Belgian
companies didn't disclose GRI's broad indicators. Also, these companies only disclosed
positive news. The report's completeness and transparency were impacted by these factors
(Bouten et al., 2011). These research studies discovered an imbalance in sustainability reports
(SRs), indicating the necessity of understanding how companies identify and disclose material
issues. This identification process is known as a materiality assessment, which is crucial for
enhancing the quality of sustainability reports. Consequently, providing information on
materiality assessment becomes even more significant (Hsu et al., 2013). The upcoming section

will offer details on materiality assessment, drawing from the guidelines provided by GRI.

2.2 Materiality Assessment in SR

One of the most crucial accounting concepts is materiality. The Financial Accounting
Standards Board issued it as one of its accounting principles (FASB). Historically, the concept
of materiality was used in financial reporting, specifically in the auditing and accounting
process. The definition of materiality has been updated to encompass social and environmental
concerns later (IFAC, 1998). Deloitte (2016) argues that employing a definition of materiality
in a sustainable context helps narrow down the vast amount of sustainability information.
According to the GRI, companies are required to report on social, environmental, and economic
impacts after having dialogs with their stakeholders to determine the major effects on
sustainability (GRI, 2016). A materiality analysis can aid organizations in this situation. The

materiality analysis helps businesses identify and prioritize the importance of relevant issues.
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The sustainability report should include all issues on the priority list (Beske et al., 2020).
Moreover, McClure and Arias (2022) emphasized that materiality assessment offers the basis
for identifying risk and opportunity and forming a company's sustainability strategy by helping
organizations focus on the problems that matter and by helping create a common vocabulary.
The KPMG (2022) and Pwc (2022) confirmed this by mentioning the materiality assessment
as a unique tool for informing organizational risk and opportunities embedded with
sustainability topics and business strategies to stakeholders, as well as the backbone of
sustainability reporting.

Beske et al. (2020) used integrated and sustainability reports to conduct a content analysis for
their study on 110 publicly traded German companies. According to the study's findings,
materiality analysis is a growing trend. Nevertheless, companies only disclose a limited amount
of relevant information. As well, companies fail to tell how they identify the topics and the
methods they used. As a result, it is still unclear what methods were used to define the report's
content. The study shows that materiality analysis can be strategically misused to define report
content without considering the interests of legitimate stakeholder groups. As a result,
materiality analysis does not improve the reports to those groups, according to the legitimacy
theory's lenses and it impacts the transparency of the SR (Beske et al., 2020). As per the study
done by Campbell & Slack (2011), it is unlikely to be attainable in the condensed form of
environmental narrative often seen in an annual report, as it is likely that these risks would
require some amount of detail to make them fit for evaluation as part of an analyst's stock
valuation model. Furthermore, they observed that the sell-side will generally ignore and
disregard environmental disclosure narratives without financial measurement and quantitative
effects given their emphasis and mandate. Since standard setters only guide materiality analysis
without prescribing solid material topics and methods to detect the possible impact of firms on
the environment and society, managerial discretionary behavior might decide to which extent
and which way they should demonstrate their materiality impact and strategic priorities to the
users of annual sustainability reports. This will reduce the quality and credibility of the SR
(Campbell & Slack 2011).
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2.3 Materiality Assessment in GRI

Currently, there is a growing emphasis on the significance of materiality within reporting
frameworks and accounting standards. Examples of these frameworks and standards include
the G4 guidelines from the Global Reporting Initiative (GRI), the International Integrated
Reporting <IR> Framework, and the Sustainability Accounting Standards Board (KPMG,
2014). Out of these options, we have selected the GRI guidelines, particularly G4, as the basis
for our study. These guidelines facilitate the creation of sustainability reports by organizations,
regardless of their size, sector, or location. Additionally, they provide a clear methodology for
considering material aspects that impact the content of companies' reports (GRI, 2013). This is
a significant aspect of our study, as we are specifically examining the materiality process in
sustainability reports. The GRI is an international independent organization and prepares
guidelines that are mostly used in SR. Companies can recognize, collect, and report information
(related to environmental, social, and governance) transparently and comparatively with the
aid of GRI's framework for sustainability reporting (GRI,2015). According to KPMG 2022,
GRI is used in the reports of 78% of G250 (world’s biggest 250 companies by revenue) and

68% of N100 (top 100 businesses from 58 countries) companies.

Two principles are outlined in the GRI guidelines for transparent sustainability reports. The
first principle governs report content, and the second governs report quality. Materiality
analysis is under the first principle, report content (GRI, 2013). Several versions of GRI date
back to 1997. GRI G4 guidelines were released in 2013 after the GRI G3 guidelines were
published in 2006. GRI sustainability reporting standards were introduced in 2016 (GRI, 2022).
The concepts, content, and requirements of G4 were not changed in any way when the GRI
standard was developed. Improved guidance on identifying material issues from various
stakeholder perspectives to be included in SR is the main goal of GRI G4, which is focused on
improving materiality (GRI, 2015). GRI G4 introduces the implementation manual in addition
to the content and quality principles. This contains thorough instructions on how to conduct
the materiality assessment which can improve the credibility of reports (GRI, 2013). The
research by Calabrese et al. (2019) supports this idea. This research was done on Italian
companies, and an adequacy matrix based on the GRI materiality matrix was created. Their
findings supported the idea that sufficient disclosure of material issues in SRs increases the

reports’ transparency and trustworthiness.
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GRI (2013) offers a clear method for evaluating material issues. The first of the four steps in
this process are to identify the aspects, any relevant topics, and their boundaries. The
organizations must identify these aspects and topics that are relevant to each area of their
company operations, including those that are social, environmental, and economic in nature.
The material aspects and topics determined in the first step are prioritized in the second step.
To choose the issues that need to be reported, this prioritizing must be carried out. Validation
is the third step. Using the completeness and stakeholder inclusiveness principles will help with
this. Companies can create a list of their material aspects and boundaries by completing the
first three steps. Review is the last step in this procedure, which can be carried out after the
report's publication. Through reviewing, companies can also find material aspects for the
upcoming reporting period. Figure 2.1 shows the four steps in materiality assessment that are
pertinent to GRI (GRI, 2013).

Defining material
Aspects and

Boundaries - ) ) _ —
process overview Topics =» Aspects =» Disclosures on Management Approach + Indicators

STEP1 STEP2 STEP 3
IDENTIFICATION Zamu? PRIORITIZATION Zauuu? VALIDATION

Sustainability

e Materiality Completeness
Stakeholder Inclusiveness
Sustainability Context Stakeholder Inclusiveness

Figure 1 The steps of the materiality assessment process (GRI,2013)

The materiality matrix is the most significant result of the materiality analysis. The initial
introduction of the materiality matrix took place in 2006, and it underwent subsequent
modifications over time. This matrix displays all material aspects and topics that have been
given priority from the perspectives of the company and stakeholders. The relative importance
of those issues is also further demonstrated by the materiality matrix (Bellantuono, 2016; Font

13



et al., 2016; GRI, 2015). In addition to this written explanation, GRI (2013) also provides a
visual presentation of the identification of material issues in the form of a materiality matrix.
Companies may include a materiality matrix in their SR, according to GRI. Figure 2.2 displays
an example of a matrix visualization that adheres to GRI 2013.

NI ) D)) I
[}
@
[
..
Q
@

@
@
) ) ) s ) ) T

SIGNIFICANCE OF ECONOMIC, ENVIRONMENTAL,
AND SOCIAL IMPACTS

INFLUENCE ON STAKEHOLDER ASSESSMENTS AND DECISIONS

=

Figure 2 Materiality matrix according to GRI (GRI 2013)

There are two axes, and one of them displays the issues that are important to the organization
(economic, social, and environmental impacts). The stakeholders' significance is depicted on
the other axis. The material issues are displayed in the space between the two axes (GRI, 2013).
We selected the period between 2012 and 2021 (before and following 2013) to distinctly
observe the developments and discrepancies in the evolution of the materiality matrix.

2.4 Institutional Theory

Institutional theory offers a novel method for examining social, economic, and political
phenomena (DiMaggio & Powell, 2000). The foundation of institutional theory is the idea that
controls the institution. According to institutional theory, companies utilize business practices
because it strengthens their legitimacy (DiMaggio & Powell, 1983). Within society, institutions
create the rules of the game. These rules apply to both formal and informal institutions, such
as the government, the corporate sector, and the extended family (North, 1991). Employing

this theory aids organizations in formulating their businesses. Additionally, when the
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institutional structure is functioning properly, it can help organizations reduce transaction costs,
uncertainty, and risks (Smallbone & Welter, 2010).

This theory illustrates the propensity to absorb systems and structures without questioning. By
implementing this procedure, companies decrease the danger of losing their legitimacy
(DiMaggio & Powell, 1983). This adoption comes from the pressure of institutions and not
from economic reasons. The study by Campbell (2007) shows this clearly by identifying that
companies are most likely to have a similar institutional structure that may accept
homogeneous behavioural patterns according to the countries they are operating. DiMaggio
and Powell (1983) refer to this as being an "isomorphism™. Also, according to researchers,
isomorphism can support institutional legitimacy and political power, which can help
organizations survive and remain stable (Campbell, 2007; DiMaggio and Powell, 1983).

We can observe that several papers have used institutional theory to understand corporate
sustainability reporting when it comes to the setting of sustainable reporting. Previous studies
have employed this theory to demonstrate its applicability and acceptance within the context
of sustainability reporting (Chen & Bouvain, 2009; De Villiers & Alexander, 2014; Edgley et
al., 2015; Lama et al., 2021). For example, Lama et al. (2019) investigated the sustainability
reports of 25 Spanish port authorities. They evaluated how sectoral guidelines affected the
quality of PA sustainability reporting and used institutional theory to illuminate the driving
forces behind sustainability reporting. In Spain, port authorities are mandatory to create
sustainability reports. High levels of compliance are seen in the study's findings, which are
attributed to the required element of sustainability reporting. Additionally, a very thorough
guide that contains many indicators. This finding implies that coercive and normative
isomorphism is likely to be the driving forces for ports (Lama et al., 2019). De Villiers and
Alexander (2014) also examined the SR practices of 36 South African and Australian mining
firms. Their conclusions demonstrated the impact of isomorphic pressures on the businesses
that produced their SRs.

Institutional isomorphism is categorized into three categories by DiMaggio and Powel (1983):

coercive, normative, and mimetic pressure. In this study, we examine how these pressures

could affect materiality analysis.
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2.4.1 Coercive pressure

Coercive isomorphism, according to DiMaggio and Powel (1983), emerges from formal and
informal pressures applied to the organizations by other organizations. This may have occurred
as a result of societal expectations and organizational dependence on one another. Such
pressure may be felt as a ‘‘force, persuasion or as invitations to join in collusion’’. Several
studies have used coercive isomorphism to highlight the importance of the legal need for
reporting and auditing material (De Villiers and Alexander, 2014: Garcia-Sanchez et al., 2016;
Lama et al, 2019). For instance, according to Lama's (2019) research, mandatory port
regulations requiring the disclosure of sustainability information appear to have had a
significant impact on the levels of disclosure observed. This demonstrates how coercive
isomorphism affects sustainability reporting. According to De Villiers and Alexander (2014),
coercive isomorphism exerts pressure on the production of SR. Accounting regulations, stock
exchange regulations, and corporate governance codes all serve as representations of this

pressure.

Lakshan et al. (2022) study demonstrates how coercive isomorphism and materiality
assessment might work together. The study was done by interviewing top management
employees doing integrated reporting (IR) in 32 Sri Lankan publicly listed
companies. Because of the GRI and IR regulatory frameworks and pressure from the
stakeholders, the results of the interviews demonstrate that they are providing information on
material topics (Lakshan et al., 2022). Because of this, the levels of materiality vary among
different companies operating in various industries. This suggests that they face a variety of
pressures from regulations, public opinions, and stakeholders. Examples of coercive pressure
include these.

2.4.2 Normative pressure

Professionalization is primarily responsible for normative isomorphism. Important sources of
isomorphism come from two aspects of professionalization. One is the intrinsic legitimization
of educational achievement licensing and crediting. The other is the network of relationships
between span organizations (DiMaggio & Powel, 1983). For instance, as previously indicated,
the findings of the Lakshan et al. (2022) research demonstrate that the Institute of Chartered
Accountants of Sri Lanka (CASL) and the country's four largest accounting firms all put

normative isomorphism pressure on the sample companies to use materiality in IR.
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The Spanish port authorities, according to Lama et al. (2019) paper, prepare their sustainability
reports using their guide (OPPE). In addition to this guide, the analysis's findings indicate that
port authorities have a favourable outlook on implementing other internationally voluntary
initiatives like the GRI and EcoPorts standards. This emphasizes the pressure for normative
isomorphism that these entities are subject to. According to De Villiers and Alexander's (2014)
study, companies are under an obligation to adhere to normative isomorphism when preparing
their sustainability reports. This shows a tendency to apply the GRI standards by the influence

of its professionals and peer connections.

To assist organizations in developing SRs that integrate the social, environmental, and
economic effects of businesses, the first GRI guideline was established in 2000. Following that,
GRI guidelines were developed and improved in G2, G3, and G4 editions. GRI's best practice
at the moment is G4, and the majority of businesses have gradually incorporated it into their
SRs (GRI, 2015). GRI is still the most widely used framework for sustainability reporting, with
63 percent of N100 reports and 75 percent of G250 reports using it, according to a KPMG study
from 2017. The GRI G4 standards were used in almost two-thirds of the reports included in
this survey. The GRI G4 guidelines assist organizations in strengthening their materiality
analyses by identifying material aspects from various stakeholder viewpoints (GRI, 2015).
These results show that companies use GRI G4 in their SRs, increasing disclosure over

materiality. This shows evidence of normative pressure on materiality assessment.

2.4.3 Mimetic pressure

Mimetic isomorphism describes an organization's propensity to imitate another organization's
structure because it thinks the other organization's structure is advantageous. This behavior
typically occurs when an organization's objectives or methods for accomplishing them are not
clear (DiMaggio & Powell, 1983). De Villiers and Alexander (2014) explored that the inside
the SR companies duplicate the practice of reporting based on the successful companies in the
industry. This will result in similar content and structures in their SR. As well, the findings of
the Lakshan et al. (2022) paper demonstrate that companies want to adhere to best practices in
their industry. As a result, they adopt mimetic practices in which the preparers imitate the "best
practice” methods used by other successful companies or rivals. Also, to gain a competitive

edge in terms of "legitimacy,"” businesses may attempt to mimic or enhance the best practices
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of other organizations. The majority of the sample company interviewees said that pressure
from competitors is one factor in adopting IR principles. This indicates that companies in the
same industry are under mimetic pressure to report their materiality assessment similarly
(Lakshan et al., 2022).

Utilizing institutional theory, specifically examining isomorphic behavior, is well-suited for
this study due to Sweden's diligent adherence (FI, 2022) to SR standards. Consequently,
applying institutional theory helps elucidate the impact of coercive pressures stemming from
rules and regulations, normative pressures associated with GRI guidelines, and mimetic
pressures arising from industry behavior on the issuance of SR and the implementation of

material assessment practices.
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3. Methodology

This section explains the data collection and analysis process as well as the research method

utilized to answer the research questions.

3.1 Empirical Context

Many factors influence our decision to engage in the construction industry. The article by Cruz
et al. (2019) claims that there has been an increase in the knowledge base regarding
sustainability in the construction industry over the past three decades. Due to its significant
environmental impact, the construction industry is today faced with significant challenges.
Governments are under tremendous pressure to construct roads, schools, homes, and water
delivery systems. There is a higher environmental concern regarding construction operations
in addition to these pressures. Unlike a few decades before, environmental consequences are
now at the top of the academic and political agenda. As a result, many significant research
initiatives in the US, EU, and other countries are focused on reducing global environmental
impacts (Cruz et al., 2019). Sweden is a pioneering country in the EU that places a strong
emphasis on sustainability. Also, the majority of Swedish companies create their SR reports
per GRI principles. Moreover, State-owned enterprises in Sweden are now required to provide
sustainability reports in compliance with new regulations in line with GRI adopted by the
Swedish government in 2007. The reform was a component of the Swedish government's active
ownership strategy, which aimed to encourage sustainability in state-owned businesses
(Borglund et al., 2010).

The environmental concern in the Swedish building and construction industry is highlighted in
the Isaksson and Linderoth (2018) study. The building and construction business, according to
the authors, has a significant impact on the environment and biodiversity through resource use
and emissions. Because of this, the industry's attempts to lessen these effects are crucial to
reducing their ecological footprint. With skilled personnel, such as environmental managers
and advanced environmental management systems, Swedish building and construction
companies are working on environmental projects. In reality, though, only a select few
initiatives-such as waste management and administrative environmental initiatives-are
focused. And when considering environmental issues holistically to facilitate development,

businesses appear to struggle. To encourage sustainability, which benefits all stakeholders,
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holistic thinking is required while making decisions and developing innovative concepts
(Isaksson and Linderoth 2018). Nevertheless, there is not much empirical research on

materiality analysis in the Swedish construction sector that follows GRI principles.

3.2 Motivation of the time frame

The G4 guidelines were implemented in 2013 and became effective in 2014 and onward for
the sustainability reports of companies. To assess the level of disclosure before the introduction
of G4 and how it evolved over time, we chose 2012 as the starting year for our study period.
Taking into account the regulatory framework in Sweden, the European directive on NFR was
introduced in 2014, which may have influenced reporting changes from 2015 onwards.
Because there were significant changes in both regulations and guidelines for sustainability
reporting within a span of 1-2 years, we opted to examine the changes in sustainable
materiality-related disclosures of selected companies from 2012 to 2021 to identify distinct
patterns of change.

3.3 Research Design & Data Selection

In this study, the top five Swedish construction companies are examined, along with their
sustainability reports from 2012 to 2021. A list of the biggest Swedish construction companies
was compiled based on revenue. Peab, NCC, Skanska, Veidekke Sverige, JM, are among them
(Statista, 2022). The websites of each company were subsequently searched for sustainability
reports released during the ten years. These reports are known by a variety of names, including
social and environmental reports, sustainability reports, and corporate social responsibility
reports. In the absence of a sustainability report, the annual report of the company was
examined for sustainability disclosures. The table of contents was read, and a word search was
conducted to do this (keywords such as sustainability, corporate social responsibility, and
environmental, social, and governance factors). The reports (50) were then downloaded in PDF
format. Analysis of the identified sustainability reports was done to assess how comprehensive
the materiality assessment disclosures were. To start, we looked up the materiality assessment
disclosures that were offered in the sustainability reports. To do this, the PDF file’s keywords
were searched (e.g., materiality, materiality assessment, materiality process, materiality
analysis, materiality matrix, stakeholder engagement, and so on). If none of these words
showed up in the search, the sustainability report was examined to find any relevant materiality

assessment disclosure sections. After the disclosures were discovered, they were scored the
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same as employed in Farooq et al. (2021), and the Excel worksheet was updated (see
appendices A and C). We gave a score of O if there is no indication of the materiality
assessment. Based on how much focus was placed on disclosure over materiality, a score of
one to five was assigned (for example see Table 1). Additionally, to test the robustness of our
scoring methodology, both authors chose sustainability reports from a random sample of
organizations, rated the materiality assessment in a different worksheet, and then verified that

the scoring methodologies were identical.

Table 1 Swedish construction companies’ materiality assessment for 2013

Materiality assessment scores
Company Non Limited (1- | Extensive | Matrix
disclosure 2 )
)
Skanska 0 - - 0
Peab - 3 - 1
NCC 0 - - 0
JM AB - 3 - 1
Veidekke 0 - - 1

Note: If there is a materiality matrix, we assign '1' and if there is no, we assign '0" according to

a dichotomous scale.

3.4 Data Analysis

This study uses content analysis as a way of assessing SR. Content analysis is a research
method for generating reliable and accurate inferences from texts to the context of their use,
according to Krippendorff (2012). As per Cole 1988, it is a “method of analysing written, verbal
or visual communication messages.” These definitions help us to understand that applying
content analysis aids researchers in better understanding particular phenomena. Moreover, the
literature has made substantial use of content analysis to examine published sustainability
reports (Beske et al., 2020; Bradley & Botchway, 2018; Farooq et al., 2021; Islam & Deegan,
2008). When there is prior knowledge and the research designs are to investigate the theory, a

deductive approach is applied (Elo & Kysgdas, 2008). To analyse the disclosure of the
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materiality assessment process, our study is built on previous literature and therefore uses

deductive content analysis to identify specific results.

Several factors support the use of content analysis in research. The majority of past research in
the field of societal and environmental disclosure employed content analysis and demonstrated
its effectiveness as a strong empirical research method which increases the reliability of
findings (Hooks & van Staden, 2011; Aktas et al., 2013; Kensah 2013; Reyes, 2013). Building
upon this, by utilizing content analysis our study concentrated on the evaluation of materiality
assessment processes in the construction industry, encompassing social, economic, and
environmental concerns. We enhanced the credibility and soundness of our investigation by
conducting a thorough analysis of material disclosures. Moreover, content analysis is a secure
method because researchers may go back and correct any errors that may have occurred in the
process (Allen, 2017). We encountered this flexibility in our attempts to mitigate the study's
robustness by documenting the scoring process separately on two worksheets, with each author
working independently. In cases where errors occurred, we referred back to the main worksheet
and made necessary corrections. Additionally, in our study, we employed content analysis to
maximize the efficacy of our research by adopting the same scoring method utilized by Farooq
et al. in 2021 for materiality disclosures. We assigned scores ranging from zero (indicating no
information provided) to five (indicating comprehensive disclosure) to assess the quality of
materiality assessment disclosures. These classifications were clearly defined to evaluate the
disclosures properly. As suggested by De Villiers and van Staden in 2006, evaluating

disclosures through a scoring index enhances the reliability of the results.

Score 0: - For reporters who don't mention a materiality assessment, a score of 0 is given. In
such circumstances, readers of sustainability reports: (1) are not made aware of the idea of
materiality assessment (a procedure that determines the content of sustainability reports); (2)
are unaware of the existence of a materiality assessment; and (3) if one exists, are unaware of

whether the methodology used complies with GRI guidelines in materiality assessment.

Score 1: - Reporters who claim to have conducted a materiality evaluation but do not provide
any details on the procedures they took are given a score of one. The fact that these reporters
at least raise consumers' knowledge of the idea of a materiality assessment and state the
procedure that forms the basis of the materiality assessment process persuades that they may

now be more open to requests for future improvements.
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Score 2: - Reporters that provide only a few details on the process used to conduct the
materiality assessment with a brief commentary on some (or all) of the actions taken by the
reporter to identify significant issues are referred to as "limited" reports. However, readers of
sustainability reports are not given access to a materiality matrix. The lack of a clear and
thorough understanding of how the reporter conducted the materiality assessment to prepare
its sustainability report for that particular year, as well as whether the process adopted complies
with internationally accepted standards, is a result of the reporter's limited disclosure to users
of sustainability reports.

Score 3: - For reporters that supply only a few details in their materiality assessment, a score
of three is given. However, these corporations incorporate a materiality matrix in their
disclosure as opposed to the prior group of reporting. The matrix gives a visual overview of
how the reporter prioritized concerns (and what standards they followed) (Global Reporting
Initiative, 2015). Users of sustainability reports can thereby evaluate how identified issues were
prioritized into material and non-material disclosures, even while they lack a thorough grasp
of the materiality evaluation.

Score 4: - Reporters that provide a thorough disclosure of their materiality evaluation but do
not offer a materiality matrix receive a score of 4. A comprehensive presentation of the
materiality evaluation is referred to as "comprehensive disclosure.” Users should be able to
evaluate whether the efforts taken by the reporter are appropriate and meet the requirements of
internationally recognized standards and accepted best practices in sustainability reporting

using the information supplied in the disclosure.

Score 5: - Reporters that fully disclose their materiality evaluation by GRI and give consumers

access to a materiality matrix receive a score of five.

These identified scores are categorized into three main categories as non-disclosures, limited
disclosures, and extensive disclosures to reduce the complexity of analysing data. This
approach proved more manageable than immediately categorizing disclosures as non-
disclosure, limited disclosure, or extensive disclosure. Some companies posed a challenge in
determining whether their disclosures fell under the limited or extensive category.
Subsequently, we classified the scored disclosures into three primary levels of disclosure,

allowing us to present and refine the results over time with greater clarity. We have recognized
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0 scoring disclosures as non-disclosures in materiality assessment while 1-4 scoring disclosures
were recognized as limited disclosures. Score 5 has been recognized as extensive disclosures
accordingly. We give several scoring examples in Appendix A to avoid the subjectivity of these
scoring methods (differentiate between extensive and limited). This enables the reader to
comprehend both extensive and limited disclosures. Our method relies on the information from
the scoring index as per Beske et al. (2020). Also, the majority of our score is based on the GRI
guidelines, which are the most widely used sustainability reporting standards in the world
(KPMG, 2017).

3.5 Limitations and Areas for future studies

In essence, our study relied on data obtained from five prominent companies within the
Swedish construction industry. Consequently, our findings may not provide a comprehensive
representation of the disclosure levels across the entire industry, thereby limiting their practical
applicability. Primarily, the information that the firms report on determines the quality of the
materiality analysis. What companies report on may not always be the same as how they
conduct their materiality analysis. Companies might, for instance, do extensive analysis, but
only report them little. Findings show that companies provide only limited information on
materiality assessment processes. This could be an interesting area for future researchers to
deeply investigate practical scenarios behind it. Furthermore, the majority of companies do not
use materiality matrices. Therefore, finding reasons for less occupancy of the materiality matrix
and evaluating the effectiveness of the materiality matrix for enhancing transparency will be a
good area for future researchers.
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4. Findings and Analysis

Our purpose in conducting this study is to analyse how materiality disclosures in the Swedish
construction industry have changed and disclosed material sustainability information relevant
to material analysis and its process within the 2012-2021 period per the requirements of GRI
guidelines. The results of this study are presented in this section. Two parts make up the
analysis. The first describes sustainability reporting standards in Swedish construction

companies. The second assesses the comprehensiveness of materiality assessment disclosures.

4.1 Sustainability reporting standards in Swedish construction companies

B GRIG4 [ GRIG3.1 GRI standards [ Non GRI

Number of companies

| ‘ ‘l | | | | | | | | |

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

o

Year

Figure 3 SR standards used by Swedish construction companies

For determining the SR guidelines (see Figure 3), GRI G4 was selected as the main
sustainability guideline in the sample of construction companies over the ten years under study.
Using GRI G4 increased over time, increasing from two companies in 2013 to 3 in 2014 and
four in both 2015 and 2016. As a result, the adoption of GRI G4 grew and peaked in 2015 and
2016 at four companies. All four companies other than Skanska started to report based on GRI
G4 by 2015 and in 2017 Skanska started to follow GRI, but no specific information on which
guidelines they use. None of the sample companies in 2012 failed to disclose their assessment
per GRI G4. This demonstrates how applying GRI G4 (which emphasized materiality in 2013)
helped to improve materiality assessment disclosure from 2013 to 2016. Then, in 2017, it
dropped to one company. Only one out of five companies followed G4 in 2018, 2019, and
2020. This analysis suggests that the tendency of Swedish construction companies to use the
new GRI standard, which began in 2017 and increased in 2018, 2019, and 2020, may be
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responsible for this reduction. Once more, GRI G4 usage climbed by up to two companies
(Peab and Skanska) in 2021. This is a result of Skanska reporting per G4 again in 2021.

The GRI G3.1 has also been used by these companies in addition to the GRI G4. One of the
sample companies (only Veidekke), GRI G3.1 was occasionally utilized in 2013 and 2014 but
was discontinued in 2015. It is also important to consider that preparing SRs without
employing any version of GRI was less likely to result in SRs outlining the materiality
assessment process, and a few companies (especially Skanska) did not use GRI standards until
2016 (see Figure 3). Additionally, some of these companies have adopted the GRI standard,
the most recent version of the GRI guidelines. In 2017, four out of five sample companies
began recognizing GRI standards. Four out of the five companies (Skanska, NCC, JM, and
Veidekke) used GRI standards in the years 2018, 2019, and 2020, which also showed the same
percentage. Again, in 2021, four companies were reduced to three, as Skanska applied GRI G4
guidelines rather than GRI standards for the year. Meanwhile, the number of major Swedish
construction companies that did not adhere to GRI guidelines decreased from two in 2012 to
one in 2016. However, beginning in 2017 all companies began following GRI guidelines (see
Figure 3).

These changes occurred due to the establishment of a professional standard, GRI, which
standardized the reporting of materiality. A majority of the companies examined in our study
began reporting their materiality in alignment with GRI starting from 2013 when G4 was
introduced, and they explicitly stated this in their sustainability reports. Additionally, G4,
characterized by its principle-based approach rather than a rule-based one, prioritized the
assessment process rather than imposing specific outcome requirements (KPMG, 2014). As a
result, normative pressure is related to the general acceptance of GRI guidelines (Geerts et al.,
2021) as a professional standard in sample construction companies. Moreover, due to
normative pressure, the use of GRI G3.1 has diminished as at the start of using G4 guidelines
in 2013, GRI announced that any report produced following G3 guidelines would no longer be
recognized beyond the end of 2015 (GRI, 2015). This statement explains why GRI G3
guidelines were discontinued in 2016 and GRI G4 was expanded according to the results of
this study. These findings are supported by KPMG's 2017 survey, which reveals that 2% of
companies adhere to GRI G3, 88% adhere to GRI G4, and 10% implement the GRI standard.

Moreover, these findings suggest that construction companies that used GRI G3.1 or G4 but

did not disclose information on materiality assessment disclosure need to be given special
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attention. These companies claim to employ G4, however, they do not disclose materiality
assessment sufficiently, which is considered as one of GRI requirements, therefore is an issue.
This behaviour may be a result of mimetic pressure from such companies (Hedberg &
Malmborg 2003), which persuade other companies to adopt GRI Guidelines G3.1 or G4
without adhering to the actual structure of the GRI guidelines for disclosing materiality

assessment.

4.2 Disclosure of materiality assessment

B None [ Limited Extensive [ Matrix

0

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Number of companies
[j8]

Year

Figure 4 Disclosure of materiality assessment per year in Swedish construction companies

To determine which construction companies, disclose materiality assessment in their SRs from
2012 to 2021, the sample was analysed. After analysing the data from a sample of construction
companies, one in 2012, two in the years 2013 to 2016, and three in 2017 to 2021 provided a
materiality assessment process in their SRs (see Figure 4). This indicates that almost half of
the sample companies have disclosed their materiality assessment processes for the period from
2017 to 2021 in their SRs. In contrast, 2012 witnessed only one out of five companies
disclosing materiality assessments (just Peab) over their SR. After 2012, we can see that the

disclosing materiality assessment has steadily improved (see Figure 4).

According to GRI guidelines, the disclosure provided in their SRs was given scores from 0 to
5 and classified into limited (1-4), extensive (5), and non-disclosure (0) categories to determine
the amount of information disclosed for describing the materiality assessment process from
2012 to 2021. Figure 4 above demonstrates that from 2012 to 2016, more than half of the
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sample companies in the study did not disclose their materiality assessment process, with the
highest number being four in 2012. In terms of limited disclosure, one company in 2012 and
two in 2013 to 2016, and three in 2017 to 2021 showed that companies do not disclose enough
information explaining how the process of materiality assessment has been carried out based
on GRI requirements. Meanwhile, under extensive disclosure, no company explains the process
of materiality assessment sufficiently. We could see that NCC has used the GRI's four steps in
their materiality assessment process, but we were unable to award them a score of "5"
(extensive) because they did not develop a matrix for the years 2014 through 2021.
Additionally, JM showed a lot of materiality information in 2014 and received a score of 4,

which did not include a matrix.

The EU directive imposes obligatory rules on companies within their jurisdiction to furnish
environmental and social data, resulting in a sustained high compliance rate. Swedish
companies are required to disclose information concerning environmental matters in alignment
with the EU directive (FI, 2022). This can be considered as a coercive pressure for Swedish
companies on reporting sustainability matters However, upon examining the aforementioned
findings, it becomes apparent that the driving force behind these alterations is the GRI
guidelines rather than the EU directive. This is because the GRI framework provides a well-
defined procedure for addressing materiality in reports. Due to this normative pressure from
the GRI G4 that was released in 2013, there has been a trend in which some of the largest
Swedish construction companies have started to offer more information (scores ranked up)
about their materiality assessment from the same year. According to the literature, when
companies release SRs that adequately disclose materiality issues, the report's comprehension
and credibility increase. This results in the stakeholders receiving data that is more transparent
(Calabrese et al., 2016). However, according to the article by Purnomo and Davianti (2022),
most companies prefer applying GRI guidelines since they are voluntary. These companies,
however, do not disclose all necessary information, and as a result, the quality of the
sustainability disclosure is low. The same results were obtained in our study as well.
Furthermore, the results of our study demonstrate that companies have the same disclosure
level from 2017- 2021. Cormier et al. (2005) have examined companies seeking to legitimize
their strategies by imitating practices of another leading company in the sector. Therefore, this
might have resulted from the mimetic behavior in legitimizing their reporting strategies which

enable companies to maintain the same limited disclosure level.
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In terms of the materiality matrix, analysis of the sample construction companies reveals how
many SRs offer materiality matrices. From one company in 2015 and 2016, the number of
companies that developed a matrix to prioritize the importance of materiality issues
progressively rose. There does not seem to be a matrix established by any company in 2014.
According to this, 2013 may be the leading year for providing materiality matrices of sample
companies. Nevertheless, the materiality matrix still has not been developed properly in
Swedish construction industry SRs as more than half of the sample companies did not provide
a materiality matrix (see Figure 4).

Puroila Makelda (2019) research discovered that companies frequently omit background
information on the particulars of how the matrix was created, such as how issues are rated and
the threshold set. The same outcomes were obtained in our study as well. When reading the
relevant section for the materiality matrix, certain companies provide sufficient information
regarding the material issues they have found, but there is no description of how these issues
were assessed or according to which criteria they were ranked. Furthermore, by simply
changing the axis, similar issues can be observed in the majority of years (years 2015, 2016,
and 2017 in JM).

B Skanska [ Peab NCC [ JM [ Veidekke

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Year

Figure 5 Changes in limited disclosure scores of companies over the time

We assigned a scoring system ranging from 1 to 4 to evaluate the extent of materiality
disclosures, indicating limited information being disclosed by the companies (see Appendix

A). Based on that, we have analysed the changes in limited disclosure categories over the study
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period to identify if there are any increasing patterns or decreasing patterns in the extent of
disclosure relevant to the materiality analysis. As per the above chart, none of the companies
disclosed materiality assessment-relevant information before 2013, when the G4 guidelines
were introduced. Peab company was the first initiating company that started materiality
assessment of relevant information in their sustainability reports. However, according to
gathered data and information, Peab has stopped disclosing materiality assessment relevant
information since 2014. Considering the other four companies, JM and NCC have the same
and highest disclosure level in 2014 a score of 4 and JM declined their reporting level which
got a score of 3 and continued until 2021 while NCC maintained the highest disclosure level
until 2021. Skanska started to disclose materiality analysis relevant information from 2017.
There can be identified a gradual increase in the level of scores with time until 2021 as 2, 3,
and 4. Veidekke has not disclosed any information relevant to the materiality assessment
process in the study period. Even though they have claimed that stakeholders are their main
priority and they hope to conduct materiality analysis, none of the year results shows that they

have initiated in disclosing such information (see figure 5).

As mentioned by Hedberg and Malmborg (2003) this reporting strategy might result from the
principal-based nature of G4 guidelines which provide an excessive space for reporters to
decide on whether they disclose or not, what to disclose, or how to disclose. Furthermore, such
a reporting background might lead companies to use their discretionary decision-making (Grast
et al., 2021) and personal judgments and expectations of sustainability reporting during the
highly subjective process (Otar, 2020) to limit the transparency of sustainability-relevant

information which are directly connected strategies.

As highlighted by Hedberg and Malmborg (2003) from an institutional theory perspective, the
reporting environment of a specific market, which encourages businesses to adhere to the same
reporting level, may impact whether corporations comply with and disclose G4 criteria in
materiality assessment. This can be observed by the behavior of Skanska's reporting, which
gradually increases up to high-level scores where NCC and JM are. Furthermore, Ferrero &
Sanchez (2017) have provided an alternative explanation for this, highlighting the fact that
organizations operating under comparable institutional frameworks exhibit comparable
patterns of behavior. Accordingly, the result of behaving per societal and cultural norms and
following regulations put in place by market forces. Therefore, this copycat reporting behavior

within firms may be a result of the coercive pressure of the Swedish institutional and cultural
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context, which is strongly concerned with sustainable growth. Such pressure might nudge
companies toward more transparent and comparable reporting. The process of materiality
analysis and assessment also directly relates to a wide range of stakeholder perspectives. It
follows that the cultural and institutional framework, which is a nexus of different sorts of
stakeholders with variable degrees of influence power, directly influences materiality
disclosures in corporate SRs. Nevertheless, it is challenging to analyse the lack of materiality-
relevant disclosures in the sustainability reports of Veidekke and the discontinuation of
disclosing material-relevant information in Peab's sustainability reporting within the
framework of institutional theory dimensions. Hence, there could be specific reasons related to

each company's behavior that need to be considered.
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5. Discussion

Analysis of materiality is crucial in the development of shared value. From the two views of
organizational strategy and stakeholder interests, it helps to identify issues that are important
for sustainability and prioritizing different topics (Font et al., 2016). Additionally, materiality
analysis aids firms in merging corporate sustainability with strategic decision-making. By
coordinating actions and reporting on existing and upcoming economic, environmental, and
social risks and opportunities, this can be accomplished (Herzig & Schaltegger, 2011). Due to
this significance, GRI introduced G4 guidelines for the preparation of sustainability reports,
giving the materiality analysis an important place. Few studies have examined the materiality
of sustainability (Jones et al., 2016: Unerman & Zappettini 2014), however, they have not been
examined all over time. Additionally, Lama et al. (2021) points out that Sweden is a country
where international regulations and guidelines including GRI are directly applied to
sustainability reporting. Furthermore, Farooq et al. (2021) analysed the disclosure of
materiality assessments across various drivers but did not consider the perspective of
institutional theory. After considering these criteria, we opted to examine the sustainability
materiality disclosures in the Swedish construction industry over a ten-year timeframe (2012

to 2021) within the context of various isomorphisms in institutional theory.

Our findings show that SR rates among major Swedish construction companies have improved,
rising from 3 in 2012 to 5 in 2021. The following results were made clear by analysing these
reports. Publishing sustainability reports in major Swedish construction companies has
improved, therefore disclosing materiality assessment processes in the sample companies also
increased to some extent. Among these five companies, Peab, NCC, and Veidekke have
achieved the first place as they issued SRs in all years from 2012 to 2021. According to the
GRI guidelines, GRI G3.1 has been used occasionally in all of 2013 and 2014 and was not used
after that date. However, the most applicable guideline among major Swedish construction
companies is GRI G4, while the new version of GRI guidelines, the GRI standard, was
available from 2017 to 2021.

When the sample of construction companies' materiality assessment disclosure is examined, it
becomes clear that there has been a significant increase in the percentage of construction
companies that offer materiality assessment over the SR 2 from 2013 and 2016 to 3 from 2017
to 2021. About half of the companies did not reveal their materiality assessment process across
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their SR from 2012 to 2016, according to the results of separating construction companies into
the three categories based on scores to determine the amount of information they disclosed.
Half of the sample companies do not give enough information regarding the materiality process
under GRI guidelines, in contrast to limited and extensive disclosure. All companies received
limited scores (up to 4) and none of the companies received an extensive score (5). NCC is the
only company that received a score of 4 and provided sufficient information about the
materiality assessment process with the four steps according to GRI G4. Hence, even though
most of the companies included in our study asserted that they accorded significant importance
to materiality assessment within their sustainability reports, they failed to provide explicit
details on the precise execution of the materiality assessment process, the criteria employed for
selecting stakeholders to survey, and the methods employed to validate and prioritize their
strategies accordingly. This confirmed the findings of Farooq et al. (2021) which was identified

as managerial capture in conducting and disclosing materiality assessment processes.

In terms of the materiality matrix, the percentage of SRs that provided it increased by 2 between
2012 and 2013, while none of the sample companies established one in 2014. Only one
company (JM) established a matrix in 2015 and 2016, and from 2017 to 2021, the number of
companies to 2. However, the majority of companies did not present the materiality Matrix in
their sustainability reports by 2021. Because guidelines are optional, reporting companies
employ managerial discretion to decide whether or not to publish them. Since the materiality
matrix is an abstract visual depiction of the results of the materiality assessment, this may be
the direct connection between the various levels of disclosure in the materiality analysis, the

materiality assessment process, and the materiality matrix.
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6. Conclusion

Our study aimed to examine the changes in sustainability materiality assessment disclosures
within the Swedish construction industry over ten years. We specifically assessed how these
changes align with the requirements outlined in the GRI guidelines, particularly focusing on
G4. Thus, from an academic standpoint, this study makes several contributions. It responds to
the call for increased research on materiality in sustainability reporting and adds to the existing
limited literature on this topic. Previous researchers have attributed the lack of sufficient
assessment of materiality disclosures to the conflicting results about the connection between
corporate sustainability disclosure and performance. Therefore, there is an essential need for
further research in this field to expand the literature. Our study fills this gap, and the results
will add to the literature already available on materiality analysis and sustainability reporting.
The outcomes of this study hold value for other researchers undertaking statistical surveys on
sustainability reporting in European countries or on a global scale, as they can benefit from
incorporating these findings into their research endeavours. Moreover, our findings have
significant implications for regulators and standard setters as they provide insights into the
current level of transparency exhibited by companies when disclosing sustainability material
information across various dimensions. Additionally, our study offers valuable understanding
to users of sustainability reports regarding the transparency and accountability of reporting
companies in disclosing material impacts and information related to sustainability. By linking
coercive pressure to an EU directive, cultural and institutional setting of different stakeholders,
normative pressure to the application of GRI guidelines, and mimetic pressure to sector force,
institutional theory has helped to justify those findings. However, the reasons behind the low
occupancy of the materiality matrix and its effectiveness in transparency are yet to be
discovered by researchers.
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Appendices

Appendix A: Examples of materiality assessment disclosures

Examples of materiality assessment disclosures that achieved various scores are provided in

this section.

Al. Materiality assessment score 2
Skanska is an example of a reporter who conducted a materiality assessment without offering

any information regarding the materiality assessment in its 2017 annual report. It states:

“To further cement the Group’s understanding of what should be the key focus areas in
Skanska’s sustainability strategy, structured conversations with a wide range of internal and
external stakeholders were conducted in early 2017. These conversations were tailored around
18 relevant topics inspired by the United Nations Sustainable Development Goals, the UN
Global Compact, and the Global Reporting Initiative, alongside current industry trends and

initiatives”’

A2. Materiality assessment score 3
An example of a reporter that provides limited disclosure along with a materiality matrix is

JM, which in its sustainability report 2017 states:

““The materiality analysis method enables JM to identify the issues within sustainability that
our stakeholders deem essential for the company, and it forms the basis for JM’s sustainability
work as well as what we report. The analysis is based on in-depth interviews with key
individuals, as well as questionnaires that were completed by several stakeholders from all of
the identified stakeholder groups. The diagram shows how both external and internal
stakeholders have weighted the various aspects of sustainability. The aspects deemed most
relevant by the stakeholders are found in the triangle; these are essential as regards the
subsequent prioritization of relevant measures. Aspects rated as less important in the
materiality analysis require special interpretation as a next step. For example, efforts related to
anti-corruption are rated as having a low degree of materiality in the analysis since risk
exposure is assessed as limited and suitable measures are self-evident for both external and

internal stakeholders’’ (JM, Sustainability Report, 2013, page 34).
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A materiality matrix (p.36) prioritizes issues based on internal stakeholders (x-axis) and

external stakeholders (y-axis) and identifies and prioritizes 24 issues.
A3. Materiality assessment score 4

Score 4 is attributed when reporters disclose and comprehend information relevant to
materiality assessment and how they conducted and what the identified strategic priorities
presented with the materiality matrix accordingly. However, companies do not provide
information on the steps of the materiality assessment process they have undertaken and do not
disclose how they select stakeholders for the materiality analysis. This can be observed in the

annual and sustainability report of Skanska in 2021:

“As part of regular operations, we continuously solicit feedback from stakeholders in a variety
of ways — from project meetings with customers to consultations with local communities. We
also conduct a materiality assessment every two years, most recently during the fall of 2020.
This process includes receiving valuable input from stakeholders on what they consider to be
Skanska’s most important focus issues. In 2020 we received input from over 400 stakeholders
through a survey and structured interviews. We selected respondents and interviewees to
represent the views of the wide range of stakeholders that make up our value chain. The survey

was also open to the public on Skanska’s website”.

Appendix B: SR standards across construction companies 2012-2021

Year Skanska Peab JM NCC Veidekke

2012 Non-GRI GRI Non-GRI GRI GRI
2013 Non-GRI GRI-G4 GRI-G4 GRI GRI-G3.1
2014 Non-GRI GRI-G4 GRI-G4 GRI-G4 GRI-G3.1
2015 Non-GRI GRI-G4 GRI-G4 GRI-G4 GRI-G4
2016 Non-GRI GRI-G4 GRI-G4 GRI-G4 GRI-G4

SR standards |2017 GRI standards |GRI-G4 GRI standards |GRI standards |GRI standards
2018 GRI standards |GRI-G4 GRI standards |GRI standards |GRI standards
2019 GRI standards |GRI-G4 GRI standards |GRI standards |GRI standards
2020 GRI standards |GRI-G4 GRI standards |GRI standards |GRI standards

GRI-

2021 G1,G2.G3.G4 |GRI-G4 GRI standards |GRI standards |GRI standards
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Appendix C: Materiality Assessments over 10 Years

Appendix C1: Swedish construction companies materiality assessment for

2012
Materiality assessment scores
Company ' Non Limited (14) |Extensive (5) Maftrix SR standard
disclosure (0)
Skanska 0 - - 0 Non-GRI
Peab - 2 - 1 GRI
NCC 0 - - 0 GRI
JM AB 0 - - 0 Non-GRI
Veidekke 0 - - 0 GRI

Note: If there is a materiality matrix, we assign '1' and if there is no, we assign '0" according

to a dichotomous scale.

Appendix C2: Swedish construction companies materiality assessment for

2013
Materiality assessment scores

Company ' Non Limited (14) |Extensive (5) Matrix SR standard

disclosure (0)
Skanska 0 - - 0 Non-GRI
Peab - 3 - 1 GRI-G4
NCC 0 - - 0 GRI
JM AB - 3 - 1 GRI-G4
Veidekke 0 - - 1 GRI-G3.1

Appendix C3: Swedish construction companies materiality assessment for

2014
Materiality assessment scores

Company ' Non Limited (14) |Extensive (5) Matrix SR standard

disclosure (0)
Skanska 0 - - 0 Non-GRI
Peab 0 - - 0 GRI-G4
NCC - 4 - 0 GRI-G4
JM AB - 4 - 0 GRI-G4
Veidekke 0 - - 0 GRI-G3.1
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Appendix C4: Swedish construction companies materiality assessment for

2015
Materiality assessment scores

Company ' Non Limited (14) |Extensive (5) Matrix SR standard

disclosure (0)
Skanska 0 - - 0 Non-GRI
Peab 0 - - 0 GRI-G4
NCC - 4 - 0 GRI-G4
IM AB - 3 - 1 GRI-G4
Veidekke 0 - - 0 GRI-G4

Appendix C5: Swedish construction companies materiality assessment for

2016
Materiality assessment scores

Company ' Non Limited (14) |Extensive (5) Maftrix SR standard

disclosure (0)
Skanska 0 - - 0 Non-GRI
Peab 0 - - 0 GRI-G4
NCC - 4 - 0 GRI-G4
JM AB - 3 - 1 GRI-G4
Veidekke 0 - - 0 GRI-G4

Appendix C6: Swedish construction companies materiality assessment for

2017
Materiality assessment scores
Company ' Non Limited (14) |Extensive (5) Maftrix SR standard
disclosure (0)
Skanska - 2 - 1 GRI
Peab 0 - - 0 GRI-G4
NCC - 4 - 0 GRI standards
JM AB - 3 - 1 GRI standards
Veidekke 0 - - 0 GRI standards
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Appendix C7: Swedish construction companies materiality assessment for

2018
Materiality assessment scores

Company ' Non Limited (1.4) |Extensive (5) Matrix SR standard

disclosure (0)
Skanska - 3 - 1 GRI standards
Peab 0 - - 0 GRI-G4
NCC - 4 - 0 GRI standards
IM AB - 3 - 1 GRI standards
Veidekke 0 - - 0 GRI standards

Appendix C8: Swedish construction companies materiality assessment for

2019
Materiality assessment scores

Company ' Non Limited (14) |Extensive (5) Matrix SR standard

disclosure (0)
Skanska - 3 - 1 GRI standards
Peab 0 - - 0 GRI-G4
NCC - 4 - 0 GRI standards
JM AB - 3 - 1 GRI standards
Veidekke 0 - - 0 GRI standards

Appendix C9: Swedish construction companies materiality assessment for

2020
Materiality assessment scores

Company ' Non Limited (14) |Extensive (5) Matrix SR standard

disclosure (0)
Skanska - 3 - 1 GRI standards
Peab 0 - - 0 GRI-G4
NCC - 4 - 0 GRI standards
JM AB - 3 - 1 GRI standards
Veidekke 0 - - 0 GRI standards
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Appendix C10: Swedish construction companies materiality assessment for

2021
Materiality assessment scores
Company ' Non Limited (1.4) |Extensive (5) Matrix SR standard
disclosure (0)
Skanska - 4 - 1 GRI-G4
Peab 0 - - 0 GRI-G4
NCC - 4 - 0 GRI standards
IM AB - 3 - 1 GRI standards
Veidekke 0 - - 0 GRI standards
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