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Abstract

Bachelor thesis in Management Accounting, Departménof Business Administration,
School of Business, Economics and Law at Gothenbutgniversity, VT 2008

Authors: Cecilia Wallén & Maria Wasserfaller

Tutor: Christian Ax

Title: Internal organisational factors influencing volanyt CSR disclosure Fhe case of three
Swedish state-owned companies

Background and research issue:Due to an increased stakeholder awareness about
sustainability issues, companies face tougher ddsmtom various groups within society to
take corporate social responsibility (CSR) for hibwir actions impact society. To legitimate
company actions, there has been an increase inntaoju CSR disclosures made by
companies. Research focusing on voluntary CSRadisot has attempted to explain how and
why the extent and nature of reporting differs kesw companies. The explanatory factors
have until recent been external, but recent studaé® discovered that internal contextual
factors also have a significant influence on théuntary CSR disclosure. The Swedish
Government have recently imposed requirements ate-stvned companies to report
according to the GRI-principles starting with tlee@unting year of 2008. The research issue
of this study is to determine what internal contiekfactors influence the nature and extent of
the voluntary CSR disclosure in Swedish state-owsoedpanies

Purpose: The purpose of the study is to explore and anallgseinfluence of the internal
contextual factors on the voluntary CSR discloqunactices in the annual reports or stand-
alone reports produced by state-owned compani8sveden. Specifically, the study provides
insight to the reporting processes and corporatedes impacting the voluntary disclosure in
the accounting report.

Delimitations: The study is limited to only examine Swedish stateed companies and
their annual report and/or sustainability reporttfee accounting year of 2007.

Methodology: An explorative study is used to investigate theeaesh issue. By conducting
primary data through semi-structured personal weers, the companies’ internal processes
and attitudes can be analysed.

Empirical results and conclusion: The main conclusion of this study is that the nmaé
contextual factors deriving from reporting procesaed corporate attitudes have a significant
influence on the voluntary CSR disclosures in theual reports and stand-alone reports of
the three Swedish state-owned companies researched.

Suggestions for further research:Further research could extent the scope of thidyst
having a larger sample of companies and focus enqtmlity and type of information
disclosed using a content analysis in order to elgiain the extensiveness, quality, quantity
and completeness of reporting.
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1. Introduction

This chapter is designed to give a general overwaéthe topic. The chapter is divided into
three sections, starting with the background fotoviby the research issue and purpose of the
study and concluded with the delimitations.

1.1 Background

In today’s post-Enron era, it is necessary for blnsinesses to take responsibility for their
actions and get approval from their stakeholdemray@®@t al. 1995). If they fail to meet the
stakeholder demands, that could decrease theitatipu and value. Research shows that
firms with higher social responsibility will outderm their competitors with less
responsibility (Silberhorn & Warren 2007; FraseD2)) Factors such as stakeholder pressure,
value creation and the company’s effort to obtajputation have been discussed to be driving
the voluntary practices for companies. Transparemzy accountability are two dimensions
that are crucial for the businesses in all theporéng, and those elements have made it
harder to escape inspection (Deegan 2002).

In companies where the managerial ownership is l@sgearch shows that the monitoring
from the stakeholders needs to be high. It is shthah moral hazard and agency problems
are more frequent in governmental ownership, ardn¥ary disclosure help to diminish these
problems. Further research shows that CorporatealSResponsibility (CSR) is a relatively
successful way for the corporation and their stalddrs to handle their relationship (Graty

al. 1995). CSR is often used as a collective expvadsir different terms: social accounting,
business ethics and sustainability. All the terrasegally refer to the actions an organisation
takes, beyond what is mandatory, in order to taspaonsibility for its impact on society
(European Commission 2001). Today the companies mmorporated CSR in their business
in order to legitimate their behaviour accordingthe stakeholder and legitimacy theory.
Hence, the companies have started to disclose tasjumformation regarding their CSR. To
disclose the information regarding CSR, the congmhave used the annual report, being the
main public document (Eng & Mak 2003).

The voluntary CSR disclosure in the annual repcats be seen as a dialogue between the
corporation and its stakeholders (Getyal. 1995). With time the companies’ engagements in
the CSR issues has grown, and so has the extemhith they disclose the information.
Therefore, the emergence of stand-alone reportS$#, sustainability reports, was natural in
the late 1990's. When the importance of CSR in@édsr the stakeholders the companies
had to decide what type of stakeholders to comnat@iavith in the annual report and the
stand-alone reports. It was clear that the critstakeholder concerned with the CSR issues
wanted an extended version. Therefore, some compdmve chosen to have a shorter
version of their CSR work in the annual report émeh refer to a stand-alone report for more
information, instead of having all the informatimnthe annual report (O’Donovan 2002).

Numerous frameworks have been developed for valyn@SR disclosures, as how the
companies should manage and report the CSR isdoggever, since there is no legislation



within this area the content and focus in the soghality reports differ (Boesso & Kumar
2007). For Swedish state-owned companies, the atoguprocess has begun to change
dramatically. The Swedish Government has requidédhair companies to adjust their
sustainability reporting according to the guidetirfeom Global Reporting Initiative (GRI),
starting with the 2008 annual report. GRI represen international standard framework
including principles and performance indicators,idgwy companies in their social,
economical and ethical reporting. The companiesoshofrom three different levels of
reporting that is C (lowest), B and A (highest) eleging on the content and scope of the
reports. The companies may add a “+” to the repparthas been verified by an external part
(Ministry of Enterprise, Energy and Communicati@@97).

Research focusing on voluntary CSR disclosure kasnpted to explain how and why the
reporting differs between companies. Prior resedah tried to identify the factors which
influence the extent and nature of reporting. Thelanatory factors have until recent been
divided into two groups, which both are externalthe investigated companies. The first
group is corporate characteristics which includegdrs such as size, industry and economic
performance. The second group is general contefdators with variables such as country
of origin, social and political context. With thesgternal factors, earlier research has only
managed to give a partial explanation to what ariltes the voluntary CSR reporting (Adams
2002). Recently, researchers have begun to embhitaeeinternal perspective towards
understanding the corporate attitudes to CSR amddhuntary report (Adams & McNicholas
2007). The research in this study belongs to tlategory and has adopted an internal
perspective.

1.2 Research issue and purpose of the study

The only up to now empirical research focusing loa internal contextual factors is Adams’
study (2002) “Internal organisational factors imeihcing corporate social and ethical
reporting: Beyond current theorising”. Adams’ studiyided the internal factors into two
categories: the process of reporting and the catpattitudes.

Adams’ research has examined the internal contefdators in private British and German

companies. No known studies have taken the intepsabpective into account when

researching Swedish companies voluntary CSR disdosAs noted above, the monitoring

from the owners of state-owned companies is higte $wedish Government has imposed
the GRI requirement in order to ensure a high tyalf the CSR reporting in the annual

report or the stand alone report.

Therefore we will study Swedish state-owned comgsinvoluntary CSR disclosure in
accordance to GRI. The study proceeds from tharelsdrom Adams’ study in 2002, where
the framework distinguishes between corporateudtts and reporting processes. With the
selection of companies we will examine a differeategory of companies and a different
country of origin. However, using Adams’ researasign we will be able to see if the
findings from the Swedish companies corresponddams’ study.



The research issue is stated in one main-questidtva sub-questions:

« Which internal contextual factors influence theesttand nature of voluntary CSR
disclosure in Swedish state-owned companies’ amepalrts and stand-alone reports?
o How are the internal reporting processésfluencing the voluntary CSR
disclosure organised?
o What are the views and corporate attitidesncerning the companies’
voluntary CSR disclosure?

The purpose of this study is to explore and anatiseinfluence of the internal contextual
factors on the voluntary CSR disclosure practicethé annual reports or stand-alone reports
produced by state-owned companies in Sweden. &lif the study provides insight to the
reporting processes and corporate attitudes imgacthe voluntary disclosure in the
accounting report.

1.3 Delimitations

The study uses Adams’ (2002) study as a foundatidhe methodology, and we partly base
the theory on her previous research and will uas ur reference frame. We have limited the
study to only investigate Swedish state-owned congsawith a sustainability report, either
included in their annual report or as a stand-al@port. Other distribution channels with
information to the stakeholders, has been exclindus study.

! Factors within the internal reporting processtide:: company chair and board of directors, corgmatial
committee, corporate social reporting, corporatécttire and governance procedures, extent andenatur
stakeholder involvement and extent of involvemdraazountants (Adams 2002).

2 Factors within the corporate attitudes includews on recent increase in reporting, reportingriuais,
reporting in the future, regulation and verificatjgperceived costs and benefits of reporting amparate
culture (Adams 2002).
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2. Research method

This chapter presents the methodology used to réaehesearch issue and the purpose of
the study discussed in the previous chapter. Tidysdesign is illustrated together with the
motivation for the selection of the research congmiand the methodology used for the data
collection.

2.1 Research design

The study uses the same research design as Adaee2)(study “Internal organisational
factors influencing corporate social and ethicabréing: Beyond current theorising”. Adams’
study examined private four German and three Britempanies in the chemical and
pharmaceutical sectors. Personal interviews weexwdgd with the director of corporate
communications as the respondent at each company.

With the purpose to investigate the underlying destinfluencing the voluntary CSR
disclosure in corporate annual reports or standeateports, we used an explorative study in
order to analyse the reporting processes and cgpattitudes. The explorative study is
useful when the purpose of the study is to clattiy understanding of a problem, such as if
you are unsure of the specific nature of the probl€here are several typical ways used to
conduct an exploratory research, where data celledhrough literature research or
interviews are the most common (Saundagral. 2007, p. 133).

Due to lack of previous research done, we decidembhduct personal interviews. Depending
on the purpose of the study, the interview struectwill differ. The most common type of
interviews within the exploratory research is unstured or semi-structured. Semi-structured
interviews are built on a list of question themegther than a set form of questions. We
decided to do semi-structured interviews since téchnique gave us the opportunity to be
more flexible during the interview (Saundetsal.2007,p. 312).

2.2 Sample

2.2.1 Selection of companies

We started the selection process by examining tinpocate websites in order to determine
what kind of information regarding the sustaindpilieport that was given. Early on we
discovered that the information and the focus i@ slustainability reports differed greatly
between companies. Initially, we decided to exanSnedish wholly state-owned companies.
The reason behind that selection was that we thtduglould be interesting to examine how
the ownership structure influences the sustairtgb#iports. State-owned companies have the
Government monitoring their actions and due toGlo@ernment’s requirement regarding the
GRI- principles starting in 2008, all the companies/e the same structure to follow in the

11



sustainability reports and we thought that wouldegiis a better foundation for the analysis
and improve the comparison between the companies.

The Swedish Government has full ownership of 40mames. We telephoned eight of the 40
wholly state-owned companies and got immediatekitp@ response from Vin & Sprit AB,
AB Svenska Spel and SJ AB. Having those three carapave felt confident that we had a
good combination of companies with different opersgs and therefore we made the
presumption that they also would focus on differargas in the sustainability reports. With
only three companies to study, all with extensiustainability information, our aim was to
conduct an into depth research instead of incrgakie number of companies and making the
scope larger.

2.2.1.1. Introduction of the companies

SJ provides passenger train services on the Swathsket and has a domestic market share
of 15 percent regarding the travelling over 10@ikietres (SJ Annual report 2007). Svenska
Spel is a Swedish wholly state-owned gaming compargy they operate through retailers,
casinos, bingo-halls, Internet & mobile serviced anbscription (Svenska Spel Annual report
2007). Vin & Sprit is one of the world’s leading@nnational spirits companies with sales on
126 markets, having Absolute Vodka as their largestiuct (Vin & Sprit Annual report
2007). Vin & Sprit was sold to a French companyarly 2008, but since we will focus on
the sustainability report from 2007 this will noffeact the result. The chart below shows
which level of application the companies reportadrotheir sustainability report of 2007.

Company Level of application
SJ B+
Svenska Spel C+

Vin & Sprit A+

Table 1 — The companies’ GRI-levels

In the document “Guidelines for External ReportingState-Owned Companies” (2007) the
guidelines for the Swedish state-owned companigs kapanded from the previous edition
from 2002 and made the requirements clearer omnrd@bon about the sustainability. The
guidelines state that the board of directors instdte-owned companies are responsible for
the companies to present their sustainability rspior accordance to those guidelines. Since
the GRI guidelines are based on the principle “dgngy explain”, it is possible for the
companies to deviate from the guidelines if thestifu this in the report. Depending on what
level the companies decide to report, the volun@®R information will differ in accordance
to the chart on the next page.

12



C C+ B B+ A A+
Report on: Report on all levels listed Same as requirements
) 11 for C, plus: for level B
(D;iss g;‘;z'; 21-2.10 1.2
3.1-3.8, 3.10-3.12 3.9,3.13
o o °
4.1-4.4.,4.14-4.15 K9] 4.5-4.13, 4.16-4.17 K9] K7}
G3 Management -é Management approach -é Management approach E
Approach Not required > disclosure for each indicator > disclosure for each >
Disclosure § category § indicator category t_g
‘GE‘ ‘GE‘ Respond on each core ‘E
o Report on a minimum 20 T G3 and Sector ()
G3 Performance | Report on a minimum 10 g performance indicators, g supplement indicator g
) - <y ; . o with regard to the o
Indicators & performance indicators, kN including at least one from ) -9 L )
Sector including at least one from| & each: economic, environment,| & materiality Principle by |- o2
) ; e ' o either: a) reporting on
Supplement each: economic, social an human rights, labour, society, the indicator or b)
Indicator environment. product responsibility. explaining the reason fo
its omission.

Table 2 — GRI application leve{g/ww.globalreporting.org

2.2.2 Respondents

We requested to interview the person with insightath the process of producing the content
and the decision making about what to include i@ $lustainability report. In all of the
companies it was the respondent that was mainpadty responsible for both parts. In SJ’s
case, they chose to have two persons attendingtdr@iew in order to give the best answers.

Company Position Name
SJ Deputy Treasurer Martin Andersson
SJ Coordination Manager Ake Reisnert

Svenska Spel

Head of CSR, Director Social Aff:

hiPetra Forsstrom

Vin & Sprit AB

Manager Corporate Responsibility

Sofia Leffler Miap

D

Table 3 — Respondents

2.3 Data collection

2.3.1 Personal interviews

To reach the purpose, to uncover the underlyingofacinfluencing the voluntary CSR

disclosure in the sustainability report, we thoughtwould be easiest to get the right
information through personal contact with the comes. All the companies are located in
Stockholm, despite this we decided to travel thererder to execute the interviews. During
the interviews we observed the corporate attituates reporting processes that influenced
their sustainability report and then we were ablenake a good analysis.

13



2.3.1.1 Interview procedure

Before the date of the interviews, the companidsdaus to send an outline with our
questions. Since we wanted to conduct semi-stredtunterviews, we did not want to send
them the whole outline of questions. In order fogrh to partially prepare, we sent them an
interview guide with the areas we wanted to cowdrich we believed was the best way for
the respondents to answer as freely as possibiagdthe interviews (see Appendix 1 —

Interview guide). This enabled us to vary the goestdepending on what turn the interview
took and we could also ensure ourselves that wehgosame information from all of the

companies.

In each case the interviews were held in the compdince and we got about an hour to an
hour and a half for the interviews. After approfraim each of the respondents we recorded
all the interviews in order to have more activecdssions and to have the opportunity to
recall the discussion later. We chose to use #dtnique even though the fact that the tape
recorder might have been somewhat distractinggadbpondents. We started each interview
with a short introduction of the study’s purposel anitiated the discussion with an open
question. In that way we got the respondents t tttking about their sustainability work in

a broad sense and from there we could ask morefispggestions. We will go into more
depth about how the questions were structuredaméxt section.

After finishing the interviews we used the tapeorelings to transcribe the interviews and a
typed a version that we used as the foundatiomut@mpirical work. When summarising the
interviews we could also see if we lacked somermédion that needed to be added or
clarified before starting the analysis.

2.3.1.2 Question structure
Based on Adams’ (2002) study the question areas within the two areas of internal
contextual factors:

Reporting process

» Stakeholder involvement

» Organisational process of reporting

» Guidelines for sustainability reporting

* Media used to communicate the sustainability report

* Link between the system for economic data and C&R d

Corporate attitudes

* Motives for sustainability reporting

» Perceived costs of sustainability reporting

» Perceived benefits of sustainability reporting

* Bad news reporting

* Views on reporting in the future

» Comparison with other companies’ sustainabilityorte
« Verification of the sustainability report

14



We outlined questions based on the question assgs Appendix 2 — Interview questions).
The questions were a good foundation for us to nsake that we did not leave anything out.
In order to create a good discussion with the nedpot, we decided to start with an open
question like Could you tell us about your sustainability workihe advantage with open
questions is that we did not limit or push the oegjent in a certain direction and we gave the
respondent the opportunity to present an answdrowitany influence from us. From there
we let the respondent speak freely about the tapit we interposed questions when needed
to get the conversation going in the direction wented. The semi-structure gave us the
opportunity to vary the way we asked the questiansg, also in what order they were asked
depending on the flow in the conversation (Sauneleas. 2007,p. 312).

2.4 Credibility of research findings

2.4.1 Reliability and validity

The area of study is full of interpretations andcpetions both from the respondent and those
we have to make in order to analyse the interviata.dVe have taken this into account when
selecting the research design, however we stilsicened this to be by far the best option for
this kind of study. Hence, we have to be awarthefthreats to reliability and validity of the
results in this study.

Reliability refers to the extent to which the datalection techniques will yield consistent
findings (Easter-Smittet al. 2002 in Saunderst al. 2007 p, 149). Since the primary data
comes from personal interviews with the represamstfrom each of the companies, we have
encountered several threats to the reliability. ldspondents may have adapted their answers
to suit what they believed what we wanted to hedich is called respondent bias. We tried
to minimise this problem with thorough researchtlod companies before the interviews,
which enabled us to ask more specific questioneas that information. The reliability of
the study is enhanced by the interview guide thatsent to the companies and also the
specified list of questions we brought with us (8gpendix 1). The use of semi-structured
interviews reduced the possibility to re-create shedy with the same findings. Having the
interview questions outlined lessened the risk lmdesver error. With the outlined questions
we increased the degree of formality and we fortedlahe questions in the same way. The
observer bias was reduced by using a tape recosthrh gave us the opportunity to recall
the interview and therefore minimise the interpietes of the replied we had to make in
order to analyse the results. We used Adams’ (28@@)y as a foundation when outlining the
questions, and this increases the study’s validibe question areas have already been tested
in previous research which increases the probgbiiat the empirical findings are reliable.

15



3. Theory

The purpose of this chapter is to present the e¢ieories that form the foundation for the

empirical findings of this study. The chapter igidied into three sections. The two first parts
of the chapter, corporate social responsibility araluntary CSR disclosure, are fundamental
with the purpose to accomplish an understandingatde what CSR is and why companies
chose to make voluntary CSR disclosure. In thedtpart, we describe the results of our

reference study made by Adams (2002), this pdd e seen as the main frame of reference
for this study.

3.1 Corporate Social Responsibility

3.1.1 Defining CSR

The notion Corporate Social Responsibility (CSRyenaad a large number of definitions
over the past decades and even today there isfiroteléenterpretation of CSR. CSR is not
included in the legislation and as a result it ésthmer practised systematically by companies
nor able to have a universal recognition or dabni{Grayet al. 1995, p. 47). This ambiguity
has been expressed in several articles publishetidgazines within the field. Votaw and
Sethi (1973 in Van Marrewijk 2003, p. 96) have fglerception about CSR that means
something, but not always the same thing to evetyhcand argues that there is no solid
consensus of CSR which provides a basis for actiba.European Union has defined CSR as
“a concept whereby companies integrate social avda@mental concerns in their business
operations and in their interactions with theirksteolders on a voluntary basis” (European
Commission 2002).

The large number of CSR definitions could accordim@g/an Marrewijk (2003, p. 96) be a
consequence of that various management discipli@& recognised CSR to fit their
purposes such as quality management, marketingcananunication. Companies present
different views on CSR that align with their spec#gituations and challenges. Van Marrewijk
Is however positive to the fact that there is reealbracing notion for CSR, because if it did
it would have to be very broadly defined and thereftoo vague to be used in practice by
companies. The most common occurring topics regariecompanies social reporting are
environmental, social and economic responsibigues. Depending on various factors, such
as the kind of business companies operate inoitesfand central point in the CSR reporting
varies between these issues (Ullman 1985).

3.1.2 CSR theories

This sectionwill present a sample of thideories about CSR in an attempt to give the mreade
an idea of what CSR stands for and what its content be. One of the most common
occurring theories about CSR is the four-part mauelsented by Carroll (1979). For a
definition of corporate social responsibility todaess all of the obligations that companies
have to society, it must contain economic, legtilical and discretionary aspects of business
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performance Economic responsibilitys according to Carroll the first and foremost sbci
responsibility of companies because they are tiséchb&conomic unit in our society. They
have a responsibility to produce what the sociegnte and sell to make profiLegal
responsibilityimplies the laws and regulations of respective edgciinder which companies
are expected to operate. These two aspects arenémelatory part of corporate social
responsibility. Ethical responsibilityis the additional behaviours and activities tha aot
mandatory but expected by members of society, wpea companies to do what is right and
fair even when they are not forced to do it by d&ggion. The fourth area discretionary
responsibility or philanthropic responsibility, which is not teged by law or society and is
therefore left to the businesses individual judgmand choice. Actions included in the
discretionary responsibility are voluntary one<ligroviding day care centres for working
mothers or conduct programs for drug abusers.

Another theory suggests that there, apart fromctimapulsory responsibilities demanded by
law, also exist voluntary economienvironmental and social responsibilitidsoifni &
Dahlgren 2005, p. 31 This theory states that companieswant to be considered as
sustainable in the long run, they have to be firadlyc stable, reduce their negative
environmental impact and act in line with the sbaiad cultural expectations from society
(Elkington 1997 in Deegan 2002).

CSR

Environment
Econom»
Socia

Principles for voluntary committment

Legislated demands (fundamental responsibilities)

Figure 1 — Integration of the three dimensions fioigncorporate social responsibility (Loimi
& Dahlgren 2005, p. 12)

The fundamental economic responsibility impliesttiiae companies obey laws about
competition, consumers, corruption and codes fopa@ate governance. In order to act like
and be looked upon as having good corporate cgldpn they should also take voluntary
responsibility. This can include regional and lockEdmands on suppliers, partners and
subsidiaries to take the same economic resporgilrilorder to support development of local
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activities, education and culture, fair trade anggrty reduction (Loimi & Dahlgren 2005, p.
13).

The fundamental social responsibility first of afiplies responsibility for the employees,
which implies the fulfilling of vested demands likellective agreements, conventions and
laws about child labour, discrimination and workiegvironment. Further, companies can,
and many European ones have, increased their gesjbnsibility by working voluntarily
with employee competence development which conetbto an increase of company value,
employment of disabled or long-time unemployed,egnation of gender equality or
supporting the educational system (Loimi & Dahlge&95, p. 19).

The third, much debated environmental respongygitan important responsibility for future

sustainability. It is very important that companaes aware of and intends to limit the impact
on the external environment of their activitiesygucts and services. Within the fundamental
responsibility the companies follow the agreememith authorities and legislation relevant

for their activities, which can be national as wadl international environmental legislation.
To increase the commitment, an environmental patioyld be developed where company
goals and voluntary undertakings are presentedselleeuld have the starting point in the
agreements with environmental organisations orrmatéonal guidelines, and can include
goals for the environmental impact of dischargeangports and purchases (Loimi &
Dahlgren 2005, p. 25-26).

3.1.3 Development of CSR

The debate about corporate social responsibilist Arose in the 1950’s, however it was in
the late 1970’s that the debate became intensiva assult of increasing public policy
pressure (Carroll 1999, p. 29Mhe priority of responsibilities has shifted ovketyears; in
1985 Aupperleet al. (in Silberhorn & Warren 2007) made a study whersample of
executives confirmed economic responsibility asrthighest priority followed by the legal,
ethical and the discretionary CSR components. Todaypanies focus on how they interact
with stakeholders and how their activities impant society. The new conversation about
CSR in companiessuggests that it is a normative, multi-level cqicevhose meaning
depends on various perspectives and relationsaiys, that it changes in response to social
trends (Silberhorn & Warren 2007). Hence, a slaéirss to have been made towards a focus
on the ethical and discretionary responsibilitilse first two responsibilities are mandatory
for all companiesbut the ethical and the discretionary resporigtgive them the freedom to
act in a way that creates the desired corporatgemahese latter two areas are central of
today’s studies of CSR since they differentiatepooate behaviour (Mattegt al 2003). One

of the main findings in a study of 40 British anér@an companies made by Silberhorn and
Warren (2007) was that CSR seems to be a compligbdnssiness strategy these days. The
actions can focus on environmental issues or sossales and they can be proactive or
reactive, all depending on the decisions of thewigation.
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3.1.4 CSR today

The mentioned theories show that CSR has incresised the intensive debate started in the
late 1970’s and that current voluntary CSR disalesumost exclusively contains ethical and
discretionary aspects. CSR has also become a doaitréating corporate advantages in a
world with constantly increasing competition. CSRctbsure can be viewed as a method of
responding to the changing perceptions among theaet publics otompaniegPatten 1992

in Walden & Schwartz 1997, p. 129), hence publitcggressure may help to explain why
companies voluntarily disclose such information (fé¢a & Schwartz 1997). CSR enhances
the corporate image, discharges the social contkdith exists betweewompaniesand
society, and informs stakeholders (Gedyal 1988, p. 9).

3.2 Voluntary CSR disclosure

The focus on voluntary CSR disclosure, also cafledial accounting, has been increasing
after a period of stagnation during the 1980’'s @@ee 2002). The reasons behind this
development is explained by Gray al. (1998 in Deegan 2002, p. 288); the increasing
concern with stakeholders opinions, growing anxiabput business ethics and corporate
social responsibilities and the increasing imparganf ethical investment have raised the
need for new accounting methods through whichpaniescan address these matters. The
theories regarding whgompaniesnake voluntary disclosure in their annual reportstand-
alone reports are many and the most common onkbeyiresented in this study.

3.2.1 Defining voluntary CSR disclosure

An easy-understandable definition of voluntary C@gtlosure is made by O’'Dwyer (2002,
p. 406);companiesn many Western capitalist economies often progidestantial economic
benefits to communities. In return, the societypdigs important resources in the form of
access to employees, natural resources, infrastajatustomers and legitimacy (Bailetyal
2000, 1998, 1994; Reich 1998 in O’'Dwyer 2002, p6)4@Companiesare social creations
whose very existence depends on the willingnessooiety to support them (Cannon 1994;
Reich 1998; in O’'Dwyer 2002 p. 406) and therefdreytneed to perform the social actions
demanded by society in order to be accepted agitarate institution (Dowling & Pfeffer
1975; Guthrie & Parker 1989; Suchman 1995 in O'Dm3@02, p. 406).

As mentioned, there is no exact definition of vééug CSR disclosure. In attempts to solve
this confusion, researchers have placed empirivadstigation of CSR in some sort of

theoretical context, which can be related to thbeead groups of theories concerning

organisation-society information flows; decisiorefigness studies, economic theory studies
and social and political theory studies (Getyal. 1995). We will focus on the social and

political theory studies for explaining why compasvoluntarily disclose in annual reports.

3.2.2 Voluntary CSR disclosure theories
The social and political theory studies involvekstaolder theory, legitimacy theory and
perspectives from political economy accounting theso
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Researchers have referred to three approacheswenthe question of to whooompanies
have responsibility; the shareholder approach, ditaéeholder approach and the societal
approach (Van Marrevijk 2003, p. 93). These apgreaaccan be further explained with the
political economy theory, the stakeholder theorg tre legitimacy theory.

Political economy accounting theory can be seenthas framework from which the
stakeholder and the legitimacy theory derive. Tthsory analyses exchanges in whatever
institutional framework these exchanges occur amalyaes also the relationships between
social institutions such as government and lawthedeconomy i.e. the system of producing
and exchanging goods and services (Jackson 1982aiet al. 1995, p. 52). The essential
point is that the economic domain cannot be stuntigsiolation from the political, social and
institutional framework within which the economykés place (Grayet al. 1995, p. 52).
Political economy accounting theory explicitly rgotses the power conflicts that exist
within the society and the struggles that occuwken various groups within society (Deegan
2002, p. 292). CSR is generally founded on the getion that the economy is only one
element of organisational life and that it needbeaomplemented or interwoven with social
and political aspects in order foompaniego be sustainable (Gray al. 1995).

The stakeholder and the legitimacy theory both igevinsights about voluntary CSR
disclosure, however these often overlap each ¢®exyet al. 1995) and therefore the reader
should look upon these theories as two integrasets pf an overall picture explaining why
companiesnake voluntary CSR disclosure.

3.2.3 Stakeholder theory

Stakeholder theory indicates th@mpaniesare not only accountable to its shareholders but
should also balance a multiplicity of stakeholdgerests that can affect or are affected by the
actions of the firm (Freeman 1984 in Mattdral. 2003).

Governmers Investors Political
Group:

"

Trade Employees
associations

commntes

Figure 2 - The Stakeholder Model (Donaldson & Poast995, p. 69)
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Managers continually encounter demands from maeltistakeholder groups, such as
customers, employees, suppliers and governmentdewote resources to corporate social
responsibility (McWilliams & Siegel 2001). Deman@i®m the stakeholders are widely
different; customers are demanding ethical prodactd services with a high quality or
employees demanding a safe place to work and tlewiog of collective agreements. In
order to show society that the demands are address® met, companies account for these
sustainability issues voluntarily in their annuaport or in a stand-alone report. Voluntary
CSR disclosure is thus seen as a part of the dialdgetween companies and their
stakeholders (Gragt al. 1995, p. 53).

There are two branches of stakeholder theory; thea (normative) and the managerial
(positive) branch (Deegan 2002, p. 304). The etlioeprises howcompaniesshould treat
all of their stakeholder groups in order to keegomd balance between all the different
interests (Donaldson & Preston 1995 in Deegan 200294). The managerial branch in the
stakeholder theory emphasises the need to manabsugply information, in the form of
social accounting, to particular stakeholder groupspecially important are the powerful
stakeholder groups because of their ability to mdmesources that are necessargdmpany
operations (Ullman 1985). The more important thekeolder is, the more effort will be
exerted in managing the relationship (Gedyal. 1996 in Deegan 2002, p. 294) and the more
the expectations of these stakeholders will infagethe disclosure policies. Netial. (1998,

p. 279) found that some stakeholder groups sudmascial stakeholders and government
regulators can be more effective than for exampleirenmentalists in demanding CSR
disclosure.

Deegan (2002) found thabmpaniescan use social accounting information to manage or
manipulate the stakeholder in order to gain thaeppert and approval, or to distract their

opposition and disapproval. Hence, voluntary infation as CSR is as mentioned earlier

disclosed in annual reports for strategic reasatiser than on the basis of any perceived
responsibilities.

3.2.4 Legitimacy theory

Organisational legitimacy has become increasingigartant due to well-organised interest
groups and the necessity to operate in a competiinbal economy (Neet al. 1998, p. 266).
Legitimacy is considered to be a resource on whkmmpaniesare dependent for survival
(Dowling & Pfeffer 1975 in Deegan 2002, p. 293).nde, legitimacy theory is relevant in
explaining why companies make voluntary CSR disgiesthey aim to establish congruence
between the social values associated with or ird@ietheir operations and the social norms
or acceptable behaviour in the larger social sydteay are part of (Dowling & Pfeffer 1975
in Deegan 2002). In the areas where the compaa@sins do not conform to the social
norms, those actions represent a legitimacy gap.cbmpanies seek to constantly minimise
or reduce that gap; to maximise the legitimate &@&onovan 2002). The congruence can
be achieved by voluntarily account in the annuglore or stand-alone report for how
companies work with the fulfilling of these sociarms and acceptable behaviour (Patten
1992 in Walden & Schwartz 1997, p. 127).
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There are four strategies whidompaniesseeking legitimacy may adopt. First, they can
educate and inform its relevant stakeholders abbahges in performance and activities, in
order to indicate that they play with open cardscdhd,companiegnay want to change the
perceptions of the relevant publics without chaggits own behaviour. Third, they could
seek to manipulate perception by deflecting atbenfrom the issue of concern to other
related issues, for example could a company witbgdimacy gap regarding its pollution
ignore this and talks instead of its involvemenenvironmental charities. Fourtbtompanies
may seek to change external expectations of itkoqymeance if they consider its relevant
publics to have unrealistic or incorrect expectagiof its responsibilities (Lindblom 1994 in
Grayet al.1995).

The legitimacy strategies can according to Suchrfi®95, p. 586) focus on gaining,
maintaining or repairing legitimacy. It is likelyasier to maintain legitimacy than gaining or
repairing it. A lot of voluntary CSR disclosure @aps to be reactive rather the proactive
(Guthrie & Parker 1990 in Walden & Schwartz 1997129). They argue that corporations
appear to respond to public policy pressure farrimftion about their social impact.

3.3 Factors influencing CSR

Research evidence tends to suggest that CSR notiewmslop in interactions between
organisationally framed values and external infaeen(Silberhorn & Warren 2007, p. 354).
On the individual level, Hemingway and Maclagan(Q20p. 36-37) argue that managers’
personal values strongly influence CSR policies.t@norganisational level of CSR, studies
have examined the influence of directorial type, public relations function, and particularly
financial resources and performance.

In the reference study (2002) “Internal organigaidactors influencing corporate social and
ethical reporting: Beyond current theorising” Adamade a review of the prior literature on
the factors influencing the extent and nature bfcel, social and environmental reporting.
Adams’ opinion is that the theories about why and ltompanies CSR reporting have been
developed largely without reference to internalpooate variables referring to the reporting
process and corporate attitudes. Her purpose lsgtdight this issue by making a study on
how internal contextual factors, such as corpogateernance and corporate culture, influence
the extent and nature of the reporting. In theysiddams researched only seven companies,
and it is therefore important to bear in mind tpaneralisations of the results from this study
are tentative due to the small sample size.

The factors influencing corporate voluntary CSRcltisure examined in Adams’ study,
including those examined in prior literature andsi from her own study, are divided into
three categories; corporate characteristics, gewerdextual factors and internal contextual
factors. The model is to be seen as a mappingeofeults of prior studies examining factors
that influence voluntary CSR disclosure.
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INTERNAL CONTEXT
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Figure 3 — Diagrammatic portrayal of the influences corporate social reporting (Adams
2002, p. 246)

Adams (2002) has found that many of the internatedual factors are influenced by general
contextual variables such as the political, soarad economic context. It has been found that
the process of reporting appears to depend on goahbrigin, corporate size and corporate
culture. Aspects of the process which appear tanieenced by these variables are the
degree of formality versus informality, the depatts involved and the extent of
engagement of the stakeholders (Adams 2002). Henenecessary to take all categories
into account to be able to analyse the internatecdnal factors. It is important to bear in
mind that the process in which the mentioned végginfluence the extent and nature of
CSR is dynamic. There is no standardised explamabohow for example corporate size
affects companies’ social reporting committees,can vary widely depending on the
appearance of the other variables. Different facfday various roles in various situations.
We will now proceed with focusing on the internahtextual factors and account for how
they may influence the extent and nature of CSR.
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3.3.1 Internal Context

The internal contextual factors have been divided two categories in Adams’ study; CSR
reporting process and the views and corporateidés which might influence the reporting.

3.3.1.1 Reporting process

This category involves reporting structures andcesses determine who is involved and at
what level.

Company chair and board of directors

The sustainability reporting division faces chafjes from other organisational participants,
such as the board of directors, the CEO, the Ck@ctional and business department
managers. Thus, the dynamics between members ddustainability reporting team and
other organisational participants influences thestanability reporting (Adams &
McNicholas 2007).

Corporate social reporting committee

A sustainability reporting team includes individsdrom different functions within the
organisation. Their different perspectives are deagly challenged. For example, the public
relations and environmental teams often have opgogiews on report content and style
(Adams, 1999, 2002 in Adams & McNicholas 2007). Hi® team is more concerned with
layout, style and presentation of the report wttike environmental team emphasizes the facts
and data. Thus, the ownership of the report, wisketff that has the responsibility for the
report, influences the style of it and the issumgeced. The outcome of the report can also be
affected by the number of people involved in thecess and how structured and formal the
process is (Adams 2002).

Corporate structure and governance procedures

The governance procedures may differ dependinghenappearance of corporate structure
which can be influenced by the type of ownership.

Adams and McNicholas (2007) studied a state-owrmedpany in Australia, and found that
sustainability reporting was seen by the compang ageans of introducing and reinforcing
sustainability principles throughout the organimatiby improving their integration into
planning and decision making leading to improvementsustainability performance. This
stands in contrast to the findings in O’'Dwyer’sdstwof private-owned companies (2003 in
Adams & McNicholas 2007, p. 398) which showed al&rty for managers to interpret CSR
in a constricted fashion consistent with corpogdeals of shareholder wealth maximisation.
Other differences found was that wealth maximisafar shareholders was a driver for CSR
in private-owned companies, while managers in thiesowned company favoured corporate
culture as a driver for CSR. Voluntary CSR disctesaan be seen as an instrument for
private-owned companies to raise needed capitah fiovestors. The competition for
investments is great and investors demand relewformation in order to be able to value
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companies and make investment decisigMeeket al. 1995, p. 555-556) In contrast to this,
state-owned companies usually do not experiencedime pressure to supply voluntary CSR
disclosure since they do not have to compete feir tmvestors. Further, state-owned
companies often have monopoly on their activitied bence are not exposed for competition.
This may indicate that state-owned companies veneporting bad news to a greater extent
since the risk for losing customers is reduced @regbto private-owned companies.

Extent and nature of stakeholder involvement

Differences in the extent of stakeholder involveimeam be expected to influence reporting.
A strong stakeholder dialogue with a sound govereastructure often results in the
identification of issues which would not otherwisereported on (Adams 2002).

Stakeholder engagement, an important aspect of maganisations’ sustainability reporting
process, has the potential to be a particularly ggw driver, because its purpose is to
challenge the company’s role in social and envirental sustainability (Adams &

McNicholas 2007).

Along with very specific environmental or socialaedals resulting from corporate action,
robust stakeholder engagement processes are expedie an important part of the process
of organisational change to become more socialtiyearvironmentally sustainable (Adams &
McNicholas 2007).

Another influencing factor is where the head offisdased. If it is based on site, it is more
likely that relations with local stakeholder are mmdamportant. Further, increasing customer
awareness about environmental issues such asaaitins and environmental management
systems puts pressure on companies to fulfil tdesgands (Adams 2002).

Extent of involvement of accountants

None of the companies in Adams’ (2002) study hatbactants involved in the reporting
process. It was regarded that accountants had neigh knowledge to collect this non-
financial information.

All of the companies in the study used one or ns&teof voluntary guidelines when forming
their report. These guidelines, rankings and oétkical reports where only used as a guide
and it is mainly what the sustainability committeenks people want to know that influence
outcome in the sustainability reports (Adams 2002).

The media used for communication of the sustaiitgbiiformation varies. Some examples
are the internet, intranet, internal newsletterssp releases, press conferences at each site,
product advertisements, meetings with environmental-government groups and so on.
Only one company in the study distributed its répar all shareholders, however all
companies made the report available to the emptoffedams 2002).

3.3.1.2 Corporate attitudes
This category provides insights into what compaarestrying to achieve with their reporting.
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Views on recent increase in reporting, reportingl lmews, reporting in the future, regulation
and verification

A common reason of why companies start to repoftintary CSR disclosure is public
pressure. They want to build a corporate image hares the public concern regarding
corporate impact. Increased public pressure andarbanefits of responding to it can be used
to explain changing patterns of reporting acrossntges. Companies may use an external
part such as an auditor to verify their report ndev to improve their reliability (Adams
2002).

When it comes to reporting information which midfe regarded as bad news, the attitudes
varies. Some companies are of the opinion thatsbmething they are morally obliged to do,
others feel that reporting bad news enhances thgoaie credibility and image and other
companies do not want to report bad news at ath ¥ear of the reactions to the bad news
(Adams 2002).

Perceived benefits and costs of reporting

The benefits perceived from reporting expressedAdams’ (2002) study were many.
Voluntary CSR reporting minimises risks for consurheycotts and unforeseen issues and
will therefore create a better understanding ofpoaate activities which reduces criticism.
The study also shows that the reporting can infteear delay legislation and attract and
retain the most talented people. Voluntary CSRIdssce create better internal systems along
with improved decision making, cost saving and camitation of organisational values. The
extent, to which a company perceives that therebarefits of reporting, and the nature of
those perceived benefits, is likely to influence éxtent and nature of reporting.

The costs of voluntary CSR reporting seem to bewof kinds; financial and non-financial.
Non-financial costs are for example increased presg meet targets and criticism when
targets were not met and potential cynicism froakaholders regarding corporate motives.
They can for instance claim that companies onlyenailuntary CSR disclosure because of
the guilt that they have so much profit (Adams 2002

Corporate culture

Sustainability reports involve input from a numbmrindividuals and functions across an
organisation. The reports are therefore influeniogdorporate culture, power relationships
and communication flows. Individuals in differerguntries belong to distinctive teams each
with different aspirations and different ways ofrkiog and this naturally affect the outcome
of the sustainability report (Adams & McNicholasoZ().
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4. Empirical findings

This chapter will guide the reader through the emopi findings that cover each of the
interview areas. The presented result is dividetivben the companies’ reporting process
and the corporate attitudes.

4.1 Introduction to empirical findings

The empirical findings are based on the person@ruiews carried out at each of the
researched companies where the sources are thendesyis (see 2.2.2. Respondents). The
varying experience of reporting in line with GRI ynexplain differences in the answers given
by the companies. The longer experience, the betier work is implemented in the
organisation and more resources are likely to leeen devoted to this work. Companies with
longer experience are assumed to have createccaased awareness and better routines for
the sustainability report process as they haveega$ise initial time consuming adaption
process.

The researched companies’ make their voluntary @S&osure, here on after referred to as
sustainability report, in accordance to the GRigiples. Vin & Sprit has reported by these
principles since 2004 whereas both Svenska Spebdrstarted in 2007. In the annual report
of 2007 Vin & Sprit reported according to the leyet, SJ on B+ and Svenska Spel on C+.
All companies have earlier had other versions aftanability work with different focus.
Svenska Spel has raised gambling responsibilitycéesocial responsibility, as their central
point and SJ did focus on the environmental istlescarbon dioxide discharges. While Vin
& Sprit focused on their ethical responsibilityansure a modest alcohol consumption.

4.2 Reporting process

4.2.1 Stakeholder involvement

Stakeholders with great involvement in the repgranocess mentioned by all the companies
where customers and employees. Other stakeholdensiaoned were the Government (the
owner of all the researched companies), localipw@its, media and suppliers.

Svenska Spel pointed out, their owner, the Govenmtag the stakeholder that has the greatest
influence regarding the internal policy for respbtes gambling. However, when developing
the new environmental policy they mainly focusedtioa customers and their demands. SJ
said that the Government did not have a direcui@rfte on the reporting process, although
they did always consider their demands. Vin & Sgiit not mention the Government as an
influencing part in their sustainability work. V& Sprit has several NGO’sinterest groups,
which constantly pressure the company to be redpens their marketing and distribution.

% Non-governmental organisations
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One group of NGO's are the temperance organisatibien & Sprit tried to obey some of
the temperance organisations wishes, Vin & Spritildbano longer be able to go on with its
core business. Therefore, the influence from thgpance organisations on the reporting is
small.

All of the companies mentioned that their custontexge become more involved and better
informed within the environmental issues and asg@®eng for responsible companies to do
business with. Vin & Sprit have received enquifieen the consumers asking what products
are best for the environment. SJ have noticed ¢bgiorate customers have changed their
travel policies and it has been important for Sdnarket their products as an environmental
friendly alternative, and therefore it is essentiai them to also show that in their
sustainability report.

Svenska Spel was the only company that evaluatedtttkeholders’ opinions regarding their
sustainability report. Using focus groups they eixet the stakeholders’ opinions about their
report. The findings from this stakeholder survegved as the foundation when designing the
sustainability report. Even though Svenska Spebkdua prioritise their stakeholders, they
differentiate between primary and secondary stdklen®. The primary stakeholders are those
that Svenska Spel both affect and are affectecibg,the secondary are those Svenska Spel
just affect. Vin & Sprit pointed out a flaw in tmestakeholder dialogue; since they do not
have any investors they do not have to communesfeequent with their stakeholders as the
stock-listed companies. All of the companies weledma closer dialogue with their
stakeholders, but they agreed that they have redeteto have a close dialogue with their
stakeholders until the requirement of GRI reportage.

4.2.2 Organisational process

The organisational involvement in the sustainabitéporting process differed between the
companies, and the only similarity was that somenfef communications department is
involved in the process at all companies. Theyhale a staff separated from the core
organisation that is responsible for producinggtstainability report. In all of the companies
the work of collecting the information are done malfy, see further in 4.2.5 Link between
the systems for economic data and CSR data.

Svenska Spel has the most integrated process inrgamisation with a formal procedure.
They use the internal strategies that were sethbynmtanagement and CSR is incorporated
starting with the CEO and goes down to the indigidevel in the whole organisation. At
Svenska Spel the department CSR/Corporate Affargesponsible for collecting the
information to the sustainability report and itpsoduced by the information department.
Since it is a matter of communication, they belteitas natural that the responsibility of the
report is placed there. Within Svenska Spel thentem process is a circulation between the
stakeholders, the internal policies and strategresthe operational business. As they notice
that the stakeholders’ demands change, they walpatheir policies and strategies and adjust
the operational business accordingly. As the pedi@ghange and are added, they need to be
approved by the board of directors.
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At Vin & Sprit the procedure is a bit more infornr@mpared to Svenska Spel. Responsibility
for the sustainability report is placed at the gretaff Corporate Affairs & Communications.
Corporate Affairs & Communications is responsibla foroducing the report and for
developing the internal Code of Business Ethics @oatiduct and other policy document
regarding CSR for the company's business areasntdiketing and environmental directors
at each business area report to Corporate AffaiSofnmunications in order to deliver the
information needed for the report, but there ispeoson dedicated to corporate responsible
issues at the business areas. The Code of Budhitkes and Conduct can be adapted to
changing demands from stakeholders. The board w@ctdrs did initially approve the
introduction of the code, although today the resgality lies on the CEO.

SJ allocated the responsibilities for the sustalitylbeport similar to the annual report. They
have composed a steering group for the sustaibabdport which consisted of the finance
director and communications director. Similar te #imnual report, the responsibility for the
report is on the financial director and the commations director. SJ has a formal way of
working with the report, but they lack an appoinpast for CSR.

Svenska Spel also pointed out that the sustaibalvbork is partially an issue based on the
CEO as an individual. Depending on the commisshan different CEO's have gotten, the
focus and emphasis on the sustainability work heareed. The most recent CEO had a clear
statement in his commission regarding sustaingpiihich the CEO before that did not have,
therefore the CSR work naturally had been extemnd#dtime.

4.2.3 Guidelines used for sustainability reporting

All the companies were reporting in accordance Rl {& the annual report for 2007. Vin &
Sprit had done this since 2004, and for the otwerdompanies 2007 was the first year they
adopted the GRI guidelines. Since this is a requerg from the Government, starting with
the accounting year of 2008, the reason for chgotiat guideline was simple. Yet, both Vin
& Sprit and Svenska Spel did a pro-active choicetahdard before the requirement came
from the owner. They both perceived GRI as the teseloped standard since it is globally
adopted which improves the comparability for thakeholders. SJ mainly worked with
environmental issues earlier and have hence workedctive with the GRI reporting
standards. All of the companies stated that thé réporting process is very demanding and
that there were plenty of resources needed in daleut the report together. Svenska Spel
and Vin & Sprit referred to the UN’s Global Compaas$ a guideline that helped the
companies with how to work with CSR, whereas GRegithe companies guidelines for how
to report it. Vin & Sprit have tried to synchronifeese two guidelines since they benefit from
both of them. Svenska Spel became a member in Gb@mpact since the Government
thought it was a good idea that they participatethe network, although they have so far not
seen any benefits of the membership yet. SJ mesttitee Swedish Government’s guidelines
“Globalt Ansvar” as a part in the external influenbiowever they did not mention how they
perceived the guidelines.

29



All of the companies believed that it is importamtsort out the parts in the GRI guidelines
that are of significance to the own company, otlieewhe focus can easily become too large.
Svenska Spel and Vin & Sprit thought this is vithle to their integrated sustainability
reports, and their limited space. SJ mentioned pgheblem with interpreting the GRI
guidelines, since there still is no Swedish versibrthe guidelines. SJ wanted to produce a
separate publication for the sustainability issaed they therefore produced a stand-alone
sustainability report in addition to the summarigedsion in the annual report.

4.2.4 Media used to communicate the sustainability report

The three companies studied had different waysotoncunicate their sustainability report.
Two of the three companies communicated their swstdity work in both a stand-alone
report and the annual report; however the extemfofmation in the annual report differed.
Svenska Spel had the same information in the amepalt and the stand-alone report while
SJ presented a summary of the sustainability repahieir annual report and their stand-alone
report consisted of more comprehensive informatigm & Sprit only presented the
sustainability information integrated in their aahueport. All of the companies also
published the reports on their website.

The primary channels of communication were therngtand the printed copies of the annual
report and stand-alone report. Svenska Spel and&V8prit also arranged different events
where they met stakeholders to promote and exchiahgenation about sustainability work.
Common for all the companies was that they didcistribute their sustainability reports to
all of their stakeholders unless it was requested that the report was available for all
employees to take part of.

4.2.5 Link between the systems for economic data and CSR data

All the companies interviewed reported that thesswo link at all between the systems for
collecting sustainable data and economic data. plezess of collecting data to the

sustainability report was not yet standardisedny af the companies and it was a manual
work to find the information and the numbers neefigdhe report since they were saved in
different places within the company. There was @rall wish to develop a system similar to

the one for the collection of economic data.

4.3 Corporate attitudes

4.3.1 Motives for sustainability reporting

All the respondents mentioned transparency as btleeogreatest motives for sustainability

reporting. Svenska Spel started their reporting asarketing product and wanted to state
what they are doing within the area of CSR. All tmempanies agreed that the only way of
doing business is to be fully transparent and theyefore decided to voluntarily disclose as
much information as possible in the annual ref@wvenska Spel saw being social responsible
as a hygiene factor.
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Both Vin & Sprit and Svenska Spel mentioned riskimisation as a motive for sustainability
reporting, but they had somewhat different stanaisoiSvenska Spel has been working
according to a long-term CSR plan since the worls watiated. The decision to report
accordingly to GRI was planned before the Goverrinmaposed that demand. Svenska Spel
pointed out that they focus mainly on the custonwdren working with CSR, but they also
take the owner and other stakeholders into accanein forming the report. Svenska Spel
believed that the Government introduced the denfandeporting accordingly to GRI as a
risk minimisation and they reasoned that the Gawemt wants to make sure that their
companies are transparent. Vin & Sprit on the ottaerd did not feel any pressure from the
Government to do a sustainability report, theyteththe reporting without influence from the
owner in order to minimise their business risks.

Vin & Sprit was the only company that mentioned ighkr profit as a result of being

responsible. SJ mentioned however that they usedustainability reporting to gain and
maintain customers, they wanted to show their ecnets that they were a responsible
company. All of the companies considered the soghglity report as important because they
wanted to be an attractive company to its emplogeescustomers.

4.3.2 Perceived benefits of sustainability reporting

As all the companies mentioned the ability to lams$parent in their voluntary CSR disclosure
as a motive for reporting, they also perceiveddpanency as a benefit. They also agreed that
the corporate image can be enhanced when doingtairsability report. Svenska Spel argued
that there are different parts of their CSR thdédfthe corporate image. In the case of
responsible gambling, that is something that adketolders expect them to have, and
therefore there is rather the lack of that respmlityi that could have negative effect on the
trademark. On the contrast, taking responsibildly the environment is something that the
stakeholders do not expect them to do, and incatimg that work will therefore enhance
Svenska Spel’s corporate image.

Both Vin & Sprit and SJ saw the sustainability nepg as a procedure that gives them a
reason to improve their internal processes for ggath information and to also make the
employees aware of these issues. Svenska Spebtidantion this, however they had come
further in their sustainability work and managedtonmercialise their responsible gambling
and sell it as a product internationally.

4.3.3 Perceived costs of sustainability reporting

None of the companies had calculated the cost fodyzing the sustainability report,
although they were sure that the benefits excetttedosts. The companies agreed that since
the Government adopted the new GRI-guidelines lfastate-owned companies, the cost did
not really matter since the reporting had to beedora certain way.

Svenska Spel was the only company that mentionsts ¢o terms of internal organisation
changes. Svenska Spel encountered some resistathie tive organisation due to the fact
that they needed more resources to be able totrapoording to the GRI-guidelines. The old
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school of economics did not see the benefit ofviblentary CSR disclosures and thereof the
resistance. However, as the work progressed thely nuticed the savings and internal
benefits, and CSR/Corporate Affairs did encourgss Iresistance.

4.3.4 Bad news reporting

The attitudes to reporting information which midig considered as bad news did coincide.
All companies stressed the importance of and theiteon to be as transparent as possible by
showing and explaining their negative impacts orcietg and environment in the
sustainability report. Transparency enhances thdilgitity among stakeholders according to
SJ. Vin & Sprit believed that if the company showawvareness of their problems and does
not hide anything, the transparency helps themedserthe risk for scandals.

4.3.5 Views on reporting in the future

It was difficult for Vin & Sprit to comment on thiiture as they were recently sold to a
private French corporation, however they believed the sustainability work will proceed as
normal.

Since the reporting process in line with GRI wakatreely new, all three companies had
observed areas for improvement. Svenska Spel ledlithat their owner will demand an A+
report in the future, which will imply that if theyo not reach the required level the board of
directors may lose their freedom of liability. Toeet this perceived demand Svenska Spel
needs more attention from the management and taed bad directors towards these issues
and more resources to expand the report. The sabibiy work must also be implemented in
the whole company to avoid this to become an indial question. Svenska Spel perceived
the sustainability reporting as important as finaheporting in a couple of years. SJ did not
expect an A+ demand from their owner, although theye aware that they needed to
improve their internal processes to reach the nawlgosed GRI requirement from the
Government.

4.3.6 Verification of the sustainability report

Mutual for all three companies was that they hagrtlustainability reports verified by an
external part for the first time in 2007 and thdl wsed large accounting firms for the
verification. The accountants had not been involvetthe process of making the report, hence
they had no influence of its contents and they ¢wagt afterwards confirmed that the report
was made according to the GRI guidelines. All tbenpanies mentioned verification as a
way of proving the verity of the information in tiseistainability report and thus improve
corporate image.

4.3.7 Comparison with other companies’ sustainability reports

Other companies’ reports were considered a toolnfgpiration to see what issues to cover
and what issues to avoid. Vin & Sprit though itda§icult to find good companies that work
with sustainability reports integrated in the arime@ort to compare with. They mainly found
inspiration in SKFs integrated report which, jugelVin & Sprit, reports on the A+ level.
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Svenska Spel mentioned Green Cargo and SAS asghgwod sustainability reports. None of
the companies interviewed strived to win any awdodgheir reports, however they strived
for such a quality throughout the report anyway.
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5. Discussion, conclusions and
suggestions for further research

This chapter will present a discussion comparing tlesult with previous research and
incorporating an analysis of the findings. The deapis finalised with conclusions,
limitations and suggestions for further research.

5.1 Summary of results

The purpose with this study was to explore and yaealthe influence of the internal
contextual factors on the voluntary CSR discloguiectices in the annual reports or stand-
alone reports produced by state-owned companiedwiaden. Specifically, the study was
meant to provide insight to how the reporting peses and corporate attitudes influenced the
reporting. To answer the research issue we wiltged with a summary of the results and
then discuss and compare the findings to previessarch.

Reporting Process

Question areas Results

Stakeholder Involvement | Stakeholders involved that had the greatest infladn the shaping of the repqrt
were customers, employees and the owner. The oimflaenced the level of
reporting while more attention was given to the dads from the customers,
when forming the report.

Organisational process | All companies had some form of communications deepant involved in the
of reporting process. The sustainability reporting process daméth involvement of the
environmental, finance and personnel departmertie. grocess formality als
varied between the companies. In one company tieeeist and ambition of th
CEO influenced the content strongly.

d O

Guidelines for In 2007, all the companies reported in accordaod8RI. Further, all referred t
sustainability reporting the UN’s Global Compact as a guideline that helfredcompanies how to wor
with  CSR. Two of the companies have worked provetfi with their
sustainability report and one company have workedctively.

=~ O

Media used to Two of the three companies communicated their swbdity work in both a
communicate the stand-alone report and the annual report with waryxtent of information. The
sustainability report third company communicated their work solely througn integrated

sustainability report in the annual report. Therany channels of communicatian
were the internet and the printed copies, two caongsaalso arranged different
events for the stakeholders to promote their soahality work.

Link between the system | There was no link between the system for economicsaistainability data. There
for economic data and was no standardised system and the sustainableveateollected manually by &lll
CSR data companies.

Table 4 — Summary of results: reporting process
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Corporate Attitudes

Question areas Results

Motives for Transparency was the main motive as it was seea @&gjuirement for doing
sustainability reporting business in the future. Others motives mentionede wisk minimisation, the
chance to improve corporate image, to gain and taiainemployees and
customers and to earn higher profit.

Perceived benefits of The main advantages with sustainability reportingravto reach transparendy,
sustainability reporting enhance corporate image, develop more effectiveerriat processes fq
sustainability work and increase employee awarersssut these importan
issues.

=

Perceived costs of No company had -calculated the costs of reportingvelver costs fol
sustainability reporting organisational changes were mentioned. All comganiere convinced that the
benefits of reporting exceeded the costs.

Bad news reporting All companies found it important to report thingmit could be considered as bad
news, this due to the ambition to be fully transpar

Views on reporting in Owner demands for higher levels of GRI reportingravexpected from onge

the future company while another one did not experience theesdemand. All believed in

better developed internal processes regardingrivdton collection and there was
a vision that sustainability reporting will be seas necessary as the financial
reporting in a couple of years.

Verification of the Large accounting firms had been consulted for igation however ng
sustainability report accountants had been involved in the process afuging the report.

Comparison with other Inspiration had been taken from other companiestesnability reports.
companies’
sustainability reports

Table 5 — Summary of results: corporate attitudes
5.2 Discussion of empirical result compared to previous research

In order to discuss and analyse our empirical kadifigs, we have structured this section into
the two main parts of the internal contextual dties reporting processes and corporate
attitudes. In each of the sections we will disdiesempirical findings and compare these to
the previous theoretical findings which mainly dshf Adams’ (2002) study examining
British and German companies. When comparing tondsdastudy we will be able to draw
some tentative generalisations how the attitudes @ocesses depend on the country of
origin in the discussion.

5.2.1 Reporting processes

Reporting structures and processes are shown ® dawong effect of the extent and nature
of the companies’ voluntary CSR disclosure in thaual report or stand-alone report. One
main finding is the extent of stakeholder involvearnm the reporting process. According to
Grayet al (1995) the stakeholder monitoring in state-owoechpanies is higher, due to the
low managerial ownership. This can explain the isgabrequirement for the Swedish state-
owned companies to report according to the GRlggulas. With the new requirements the
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companies can decide on what level to report. Hewdw setting a standard framework for
all its companies the Government ensure high quadjtorting.

We found that both the stakeholder theory and ¢lgéimacy theory are fundamental when
examining the extent and nature of the voluntaryRC@sclosure. Depending on the
communication with various stakeholders the extasmt nature in the report varies. In order
to legitimate their corporate behaviour companies likely to report the information they
believe that the stakeholders want them to haweat clear that the Swedish companies with
a greater influence from the owner also believed ¢éhhigher level in the GRI-reporting was
demanded. Further, this implicates that the owmerslvement in the process will influence
the extent of reporting.

Even though the companies do not formally pricgitise various stakeholders, it is clear that
some have greater influence than others. The vard®gree of communication with the
stakeholders could imply that some companies adpgst report in order to legitimate their
business mainly to one stakeholder compared tonbsses doing stakeholder research in
order to have broader information suiting severakeholders. Just as the Swedish
companies, the British and German companies in Adg@002) study had noticed an
increased awareness from its customers and empgloyéhin the CSR area. The major
difference in stakeholder involvement was thattaé Swedish companies mentioned the
customers as one of the most important, whereag sdrithe German and British companies
did not mention them at all. The German and Britismpanies are on the other hand better at
obtaining feedback on their sustainability repadni their stakeholders. Only one of the
Swedish companies did stakeholder surveys. Thiddaoply that the Swedish companies
have a larger legitimacy gap compared to the Gerarah British companies that have
adapted the information better towards their staldghs. The lack of a better stakeholder
dialogue in the Swedish companies may have deadhse legitimacy, since they have not
given enough attention to stakeholders’ opinionke Thew GRI-guidelines require the
companies to report the stakeholder dialogue instistainability report. The Government
may have imposed the requirements in order to ethe gap and ensure a standardised way
of reporting.

The organisational process clearly influences tkierg and nature of the voluntary CSR
disclosure. The generalised procedure in the Swetbsnpanies seems to be, that the staff
responsible for the sustainability report gathdme tequired information from various
business areas and puts it together. The numbeeagle employed in the process and the
extent of used external resources will impact #g@ort. When a small number of people are
responsible for the whole report and decide toldéisé word what to be included, that will
certainly impact the nature and extent of the repddams’ research also indicates that the
ownership of the sustainability report will influsn the corporate picture and the level of
accountability. This is due to the earlier mentwis&uggles between the communications/PR
department and environment/CSR department, whezedtfierent departments involved
might focus on different objectives when producthg report. Our study also shows that if
the responsibility for the CSR area is not deledj&bea single department, and the task is put
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on the finance department because they earlierupsatithe formal annual report, that will
most likely affect the extent and quality of thead.

The study shows that there were both a formal anthfarmal reporting process and they
both influence the voluntary CSR disclosure. Thaulteimplies that companies with a more
formal process easier make sure that the wholenmaton implements the basics of the CSR
work, in contrast to the ones with more informalywa working. When this is linked to
Adams’ research it can be seen that the Swedishpa&oies both have similarities and
differences in the reporting processes comparetie¢gGerman and British companies. The
Germans involve more people in the reporting precagereas the British have a more
structured process. There were similarities in tirganisational structure, where the
communications/PR department are involved in alltlted Swedish companies and in a
majority of the British and German companies. Theedsh companies did not encounter the
same struggles between the communications/PR degatrtand the environmental/CSR
department as some of the British and German comepaid.

In comparison to the German and British companue®re only a part used auditors to verify
the report, all of the Swedish companies got tA@i7 annual report verified in accordance to
GRI by one of the large accounting firms. In ak tBwedish companies the auditors simply
serve as a confirmation service when verifying @Rl-indicators the companies have in the
report. For the Swedish companies there were nawgrdoubts whether to get the report
verified or not, it was simply something that nedtde be done in order to strengthen the
liability. One of the British companies that dict gleeir report verified did not use one of the
large accounting firms. In contrast to the Swedismpanies that considered the verification
as something that improved their liability, the tBh company believed that the large
accounting firms would affect their independenasest Jike the companies in Adams’ study,
none of the Swedish companies in our researchndiolve any accountants in the reporting
process.

In contrast to Adams’ research, the study shows$ th@ most frequent media used to
communicate the sustainability report is the inerithis could either imply that the German
and British companies have a greater urge to rédaein stakeholders through a variety of
media, or that the fact that our research is dan2008 and that other distribution channels
are out of date compared to 2002. When the Bréisth German companies were asked about
their future reporting, they predicted that theywdoput more information on the Internet due
to the high cost of printing the sustainability oep

5.2.2 Corporate attitudes

In accordance with Hemingway and Maclagan (2004)isitclear that a company’s
sustainability work can be greatly influenced bg BEO’s personal values. Svenska Spel
clearly pointed out the difference between twoiealCEOSs’ and argued that the increased
focus on the sustainability work stemmed from tl&0G& personal standpoint. Even though
that the mentioned CEO’s commission from the Gowemt partly requires some
sustainability work, this indicates that the intdrattitudes can affect the voluntary CSR
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disclosure. Nothing similar to this could be foundAdams’ research, and therefore this can
be seen as a tentative result.

Motives for starting the reporting will definitehgflect on the extent and nature of reporting.
For example, the interviews show that the compani@én motive for the reporting is to be
fully transparent and enhance corporate image. oeg to Suchman (1995) there is no need
to try to enhance and fulfil the perceived demaindsn the stakeholders when the work is
pro-active, and the company is more likely to réploe essentials of their CSR. The opposite
implies for re-active work, where the company’'somfiation is designed to decrease the
legitimacy gap arisen from the public debate tleat to their re-active work. Where the
majority of the Swedish companies started theirkamno-active, the companies in Adams’
study started due to public pressure and inititlted work re-active.

When it comes to the perceived benefits and cegjarding the sustainable reporting, there
are no large differences between the countries. mbst frequent mentioned benefits are
enhancing corporate image, risk minimisation, impraents of the internal systems, attract
and retain talented employees and have better @ggovernance. This study strengthens
Adams’ belief that a company’s perceived benefitk mwfluence the extent and nature of
reporting. The Swedish companies have with timerektd and broaden their reporting due
to the perceived benefits. The costs for the Sstedompanies are in accordance with Adams
both financial and non-financial. Where those pectipes were not mentioned by all the
Swedish companies, they either mentioned the actslfor producing the report and/or the
internal cost due to internal organisational chanigeorder to meet the demands of a better
sustainability report. Since the Swedish compaaiesrequired to disclose their voluntary
information in line with GRI, there was no doubathhe benefits of producing the report by
far exceeded the costs.

Where the study shows that the attitude towardsneaes reporting is positive, this internal
attitude will definitely affect the nature of repiog. The corporate attitudes agree that being
fully transparent involves reporting bad news. Tikis part of the earlier mentioned reasons
for starting to report; the risk minimisation. Adsnresearch partially agrees, where the
respondents from Germany and UK only believe thatominformation regarding the bad
news will enhance the corporate image. It is cleat the Swedish companies are more open,
in terms of showing the whole truth in order toueel the risk for corporate scandals.

The attitudes to the imposed GRI requirement wersitipe and the Swedish companies
welcomed the regulations to give their stakeholdars increased comparability and
transparency. Hence, the companies in Adams’ dlidipot have this requirement we cannot
compare these results. When generalising the d@gstuowards regulation, the German
companies are by far more negative to these thdugly see them as a competitive
disadvantage with other European companies. THereince could occur due to the fact that
the state-owned companies do not have the sameetibimp with their strong position on the

Swedish market.
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The future scenarios regarding the reporting haiee glifferent focus between the countries.
The Swedish companies mainly focused on the GRiftey level, in contrast to the British
and German companies that put their future atteritbwards the issues covered, frequency of
reporting and new media of reporting. The Swedismganies also mentioned a changed
focus within the area of reporting, they thoughe¢ tksues covered could vary with the
pressure from the society.

5.3 Conclusions and suggestions for further research

Based on the empirical findings in this study, @@ state that the internal contextual factors
have a significant influence on the extent and meatef voluntary CSR disclosure in the
annual reports and stand-alone report of the tBreedish state-owned companies researched.
The result confirms that the influencing interrattbrs derive from the reporting processes as
well as the views and corporate attitudes regarthegcompanies’ voluntary CSR disclosure.

We found that depending on how the internal repgrfprocesses were organised greatly
influenced the voluntary CSR disclosure. Aspectsthed reporting process which tend
influence the extent and nature of reporting aesftiimality and the departments involved in
the process. We also noticed that the reportiaggases were greatly influenced by the
demands and hence, the involvement from varioukebtdders. The stakeholders with
strongest influence over the reporting process \wargcularly the owners and the customers.

The corporate attitudes towards the CSR volunt&glasure are also shown to have a great
influence on the extent and nature of reportinge Tihterview data gave insight to the
corporate motives behind the sustainability repgrtshowing the companies’ ambition to be
fully transparent with an enhanced corporate imagyéhe key benefit. The study also points
out a positive attitude to reporting bad news anfditare belief concerning higher owner
requirements regarding the GRI-level of reporting anprovements towards better reporting
processes.

We can only compare our findings to a small sanugfieearlier research, since many
researchers have excluded the internal contextaetors in previous studies. With the
theoretical frame of reference, we can concludé¢ thia study supports prior research in
giving evidence to the internal contextual factassan influencing source on the voluntary
CSR disclosure.

Due to study limitations the conclusions drawn frone study are only tentative. It is
important to bear in mind that the result is basada very small sample size, from a non-
random selection in only Swedish companies. Ingsving only one or two persons involved
in CSR reporting at each company, the personalegalof the respondents may have
influenced the answers and we therefore have toabeful to generalise from such a small
sample.

Suggestions for future research are to conduct ee rttworough analysis of the internal
contextual variables influencing voluntary CSR Htisare. Having a larger sample of
companies would enable a higher significance. ublidg corporate respondents from
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different levels within the organisations and nas$tjfocus on the CSR department, would
reduce influence of personal values and hence aser¢he validity. Previous research has
used field based methods, with personal intervieavs] therefore future research could
consider using a survey method for collecting datdaure studies could focus on the quality
and type of information disclosed in the annuabrépor stand-alone reports. Using a content
analysis would allow the researchers to increase rédsearch issue to also explain the
extensiveness, quality, quantity and completenessporting.
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Appendix 1 - Interview guide

The purpose of the thesis is to examine the suidity report based on the following areas:

e Internal process

* Motive and purpose
* Design and shape

» Stakeholders

» Benefits

* Costs

e Communication

* Future reporting

* Verification
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Appendix 2 - Interview questions

Stakeholder involvement

* Who are your stakeholders? Are they involved inglexess of reporting?

» Is the sustainability report shaped after any paldr stakeholders?

* Do you prioritise stakeholder interest in any way?

e Have you received any feedback on your sustaitgbéport from your stakeholders?
» Has earlier feedback been taken into account whienifig the sustainability report?

Organisational process of reporting

* Which departments have influence over reports’ slaaqa content?
* How many people have that influence? Is there someppointed with the
responsibility for the sustainability report?

* What does the decision process look like regarthegcontent and forming? Is the
decision process formal / informal?

* Is there an “owner” of the report in the organisat
* Are any external actors involved in the forming aodtent of the report?

Guidelines for sustainability reporting

* How is the work with the following of GRI guidelisgoing?
» Since when have you reported in accordance with?GRI
* Are you influenced by any other guidelines or stadd?

Media used to communicate the sustainability report

* Which channels of distribution are used to spread gustainability report and why?
* Do you prioritise any channels?
* Why is the sustainability report a stand-alone repmtegrated in the annual report?

Link between the system for economic data and CSRath

* Is the same system used for collecting the CSRatatar collecting traditional
economic data? Why/ Why not?

Motives for sustainability reporting

* When and why did you start with sustainability repm?

» Has the motives and the purpose changed sinceatiesd how?

* How has the sustainability report developed unitee? Extent? Structure?
« Have you noticed the society’'s demands in theseegsand how?
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Perceived benefits of sustainability reporting

« What benefits have you perceived from sustaingliiporting? How do these
appear?

Perceived costs of sustainability reporting

* What is the cost for forming the report?
* Are there any risks with sustainability reportih@t can lead to unforeseen costs?
* Have you estimated and compared costs with berwgfggstainability reporting?

Bad news reporting
* What is your attitude to reporting information tinaight be considered as bad news?
Views on reporting in the future

* How do you think the sustainability reporting wdkkvelop in the future? More/Other
channels of distribution? Increased interest?

Verification of the sustainability report

» Is the report verified by an external part?
- If yes, why and since when?
- If no, why not and are there plans of doing this?

Comparison with other companies’ sustainability rerts

* Are you inspired by other companies’ sustainabiiyorts? How, which and why?
» Have these other companies won any awards forghetainability report?
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