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Abstract

This paper aims to identify the positive and negative aspects in the sustainability reporting frame-
work proposed by the Global Reporting Initiative (GRI). The research was conducted through con-
tent analysis of 27 companies’ responses to three questions: “Why does the company where you
work prepare a sustainability report?” “What are the positive aspects you identify in the framework for
GRI reporting?” and “What are the negative aspects you identify in the framework for GRI reporting?”
The questionnaire was sent to all Brazilian companies that published sustainability reports using
the GRI guidelines between 2011 and 2013 related to the base year 2010. We found that respon-
dents viewed the GRI guidelines and the reports they created as management tools for sustain-
ability and that they assist in benchmarking sustainability performance and legitimizing the sus-
tainability actions of the organization. Furthermore, some respondents indicated that the reports
themselves are marketing tools. On the other hand, the respondents reported difficulties in under-
standing the proposed GRI guidelines. They considered the guidelines complex, ambiguous, and
too flexible, which undermined both the standardization of the reports and the ability to compare
reports. Based on these comments, it is recommended that the GRI develop a simpler and less

flexible reporting methodology.
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issues to improve corporate sustainable conduct. Studies within the
available literature have pointed out that organizations have both posi-

The practice of publishing sustainability-related reports is common in
companies. Accordingly, a considerable number of organizations count
on specific departments under the name of “sustainability” to publish
practices relating to their management of the relationships between
their businesses and society (Baumgartner & Ebner, 2010; de Souza
Campos et al., 2013).

Despite the relatively widespread practice of publishing sustainabil-
ity reports, the models for the creation of such documents require con-
tinuous development and improvement. One such model is proposed
by the Global Reporting Initiative (GRI), and although this model is used
worldwide (de Souza Campos et al., 2013; KPMG, 2013), the guide-
lines have been the recipient of criticism (Isaksson & Steimle, 2009;
Morhardt, 2009).

Therefore, more research to analyze the GRI model for sustainabil-

ity reporting is required, as those documents can bring to light the

tive and negative motivations to create sustainability reports. The pos-
itive motivations are linked to transparency and accountability (Fon-
seca, McAllister, & Fitzpatrick, 2014), whereas the negative motiva-
tions tend to be linked to superficial aspects as enhancing an organi-
zation's image and decision-making direction sense, without substan-
tive change (Gray & Milne, 2002; Illingworth, 2004). No actual work
analyzing the motivations of the managers in GRI reporting companies
was found in the literature reviewed for this study. Our specific study
performed a process-based view of the managers who work directly
with the GRI reporting process inside organizations, and we present
the results in this paper.

The differential of this work consists of identifying the reasons why
Brazilian companies engage in reporting and both the positive and neg-
ative aspects in the GRI reporting worldwide model. The research is

based on the opinions of employees who are responsible for engaging
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in sustainability reporting in companies adopting the practice of pub-
lishing reports. It is noteworthy that this study contrasts with others of

asimilar nature, which seek, among other things, to:

e Identify the importance of the report to various stakeholders
(Mosefie, Burritt, Sanagustin, Moneva, & Tingey-Holyoak, 2013),

e Measure the company's profits (Berthelot, Coulmont, & Serret,
2012),0r

e Analyze the type of information published (Samuel, Agamuthu, &
Hashim, 2013).

Moreover, few studies have used primary data for study of the
GRI reports (Brown, De Jong, & Levy, 2009; Futerra Sustainability
Communications, KPMG, & Sustainability, 2010). Arguably, most of
those works rely on the analysis of the relationships between the char-
acteristics of organizations (e.g., size, sector, profitability, country of
origin) and the released information (e.g., number of reported indica-
tors, report application level, quality of released information). During
the literature review, we found only one work that was similar to this
present paper in collecting and examining the opinions of those respon-
sible for reporting on their businesses. That similar study was carried
out by the KPMG (2013). Moreover, according to the referenced GRI
study, questioning the reporting companies is crucial to understanding
why they report their sustainability practices, as the practice of report-
ing will become widespread once companies identify which of their
needs are met through reporting.

The main practical contribution of this study was to permit the
employees responsible for sustainability reports to express their
thoughts on why companies prepare sustainability reports. Further-
more, the positive and negative aspects perceived in the model pro-
posed by the GRI are covered. The analyses herein can assist the reflec-
tion that takes place in academic circles on the subject of disclosure of
sustainability practices and highlight key points to be improved in the

GRI model, the most widely used reporting model.

2 | SUSTAINABILITY REPORTS

A very simple definition of what is a Corporate Social Responsibility
(CSR) report, or sustainability report, coined by Gray, Owen, and
Adams (1996), apud Dincer (2011), asserts that such documents
represent the duty to be accountable regarding the activities for which
one is responsible. According to Fifka (2013), sustainability reports
originated in the 1970s and emerged as a new form of nonfinancial
reports in the 1990s when modern corporations began receiving crit-
icism and became susceptible to government regulations. According
to Gray (2001), in an increasingly complex world, with even more
powerful organizations, it was inevitable that groups in society should
call for accountability to verify whether the power wielded by these
organizations was duly accompanied by their respective responsibil-
ities. Reynolds and Yuthas (2008) argue that there is a social contract
between the company and its stakeholders, as if they were part of
the company, and therefore, they have their own sets of demands

regarding the management of the organizations and the communi-

cation process. Notably, according to Lozano and Huisingh (2011),
sustainability reports are a consequent evolution of the involvement
of companies with sustainability issues, in addition to other support
tools, such as life-cycle assessment and environmental management
systems. Positive aspects are also described with the introduction of
sustainability reporting frameworks, such as the GRI's, insofar as they
helped organizations to increase their transparency and accountability
on a number of social and environmental issues (Fonseca et al., 2014).
However, some authors have pointed to different views regarding
reporting. To Caron and Turcotte (2009), the reporting process can
be ambiguous. For example, if the reporting process is intended to
show efforts to attain sustainability without being obliged to show any
achievements, does the report functions as an “alibi” rather than as a
description of serious work in progress? Moneva, Archel, and Correa
(2006) postulate that companies can lose the big picture of sustainabil-
ity when they report using the GRI guidelines. This practice can lead
to flawed decision making (Aras & Crowther, 2009; Mc Elroy, Jorna, &
Van Engelen, 2008). Deegan (2002) presents that in developing coun-
tries, companies are motivated to report for economic and image rea-
sons more than for ethical or moral ones. In such cases, sustainability
reporting is more a matter of seeking external legitimacy rather than
functioning as an effective instrument for improving sustainability pro-
cesses (Deegan, 2007). Existing business reporting models are inade-
quate, and using an excessively standardized process in an attempt to
transform detailed and complex analyses of an organization's interac-
tions with ecological systems, resources, habitats, and societies, and
then interpreting these data in light of all other organizations’ past and
present impacts on those same systems is impossible (Gray & Milne,
2002; lllingworth, 2004). Indeed, to Patten (2002), there is a negative

relationship between performance and disclosure for sample firms.

2.1 | Global Reporting Initiative

The GRI is a nongovernmental organization created in 1997 by the
Coalition for Environmentally Responsible Economies and the United
Nations Environment Programme. The organization seeks to promote
the development of sustainability reporting by providing support and
guidance in this task (GRI, 2012). The GRI reporting framework is
quite comprehensive and includes guidelines for the measurement and
dissemination of information on economic, environmental, and social
performance.

The GRI report model is intended to help companies to measure
their sustainability practices. It provides a fairly comprehensive frame-
work for sustainability reporting, which shall be adopted by any com-
pany, ranging from small businesses to larger groups with diverse oper-
ations worldwide (GRI, 2011). The GRI report is divided, according
to the triple bottom line concept, into economic, environmental, and

social dimensions.

3 | METHODS

The present study delves into the motivations of organizations for

engaging in sustainability reporting using the GRI guidelines as well as
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the positive and negative aspects of sustainability reporting as iden-
tified by the employees responsible for preparing the reports. Thus,
the present study centers around answering the following three ques-

tions:

e Why does the company you work for prepare a sustainability report?
(Motivations for reporting)

e What are the positive aspects in the GRI model?

o What are the negative aspects in the GRI model?

Thereafter, our challenge was to understand why, in the responding
employees’ opinions, their companies engage in sustainability report-
ing. To this end, the content analysis method was our approach of
choice (Bardin, 2011). Employees and their contact information were
identified in the GRI report specific to each company. The sample
included all Brazilian organizations that have published a sustainabil-
ity report for the base year 2010—the year with the highest number of
reports filed with the GRI database—up to April 2013. During this time,
124 reports were registered. The sample was composed of respon-
dents from companies reporting using the G3 version; the negative and
positive aspects found in our analysis did not include the G4 updates.

For the assessment, a questionnaire was sent, via email, to all firms
in the identified sample, asking which strengths and weaknesses were
identified in the reporting model proposed by the GRI. It was up to the
companies to indicate which aspects of the GRI reporting guidelines
were positive or negative in light of their own organizational processes.

In addition to contact information, it was possible to obtain from the
reports other information, such as the size and type of organization
(e.g., private, partnership, nonprofit, subsidiary, state-owned, or pub-
lic), whether it was traded on the stock market (listed or nonlisted), its
sector of activity, and the level of application of the GRI report (A, A+,
B, B+, C, or C+).

The questionnaires were sent out within the months of April and
May 2013. The results from this emailing were as follows: 27 compa-
nies responded to the questionnaires; 87 companies did not respond;
in six cases, the email addresses were invalid; and in four cases, the
businesses were unable to respond because the professionals who
would need to be making the responses were involved in other busi-
ness processes. In view of the qualitative character herein, the amount
of 27 respondents does not preclude the use of the content analysis
technique. Notably, the composition of the types of respondent com-
panies within the sample is similar to the initial sample.

Approximately 80% of the responding companies were classified in
the GRI report as large firms, 10% as multinational, and 10% as small-
or medium-sized firms. Furthermore, half of the responding companies
were private, 20% were classified as partnerships, 10% as nonprofit,
10% as associations, and the rest were divided between state-owned
and public companies. Forty-five percent were listed companies, 35%
were nonlisted companies (stock exchange for public trading), and the
rest were not specified. The sample was concentrated in the energy
utilities, financial services, and health services sectors.

The next step was to group the responses into categories accord-
ing to the idea expressed in each response. As this study represents

exploratory research, we chose to specify the categories of analysis

WILEY--2

retrospectively. Therein, given the shortness of the answers, it was
decided not to use a content analysis software. Finally, the groups of
responses were analyzed and discussed based on the scientific litera-
ture in the field.

4 | RESULTS AND DISCUSSION

This section is divided into three parts, analyzing each of the questions

presented in the method section:

e Why does the company you work for prepare a sustainability report?
(Motivations to report)

o What are the positive aspects in the GRI model?

o What are the negative aspects in the GRI model?

4.1 | Motivations to report

We looked first at the reasons or motivations that caused organiza-

tions to undertake sustainability reporting.

We looked first at the reasons
or motivations that caused
organizations to undertake
sustainability reporting.

4.1.1 | “Improving the company's image” category

In this category, the responses were sorted into the following group-

ings:

e Displayingincreased transparency,
e Achieving increased credibility, and

e Achieving increased market acknowledgement.

Displaying increased transparency conveys the objective of com-
panies using their sustainability reports to present their management
styles and what they have achieved in terms of economic, environmen-
tal, and social goals. According to Bebbington, Larrinaga, and Moneva
(2008), the search for transparency stems from the need for legitimiza-
tion in society. Chiefly, in Brazil, this need derives from the existing
business culture, or reflects the manner in which a company is legally
regulated (Legendre & Coderre, 2013). In regard to this theory, Brazil
nurtures the stakeholder-business culture, with the common view that
the interests of stakeholders are as legitimate as those of shareholders.
In addition, the country's legal system is based on the so-called Code
Law (stakeholder model). Hence, companies shall bear social responsi-
bilities beyond the objective of achieving economic efficiency. Under
such conditions, companies should be more likely to legitimize their

actions before society, an endeavor achievable via the publication of
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sustainability reports. However, Boiral (2013) argues that the report-
ing model proposed by the GRI allows companies to report the positive
facts only, while omitting the negative information. Therefore, legiti-
macy with no real transparency would be possible, allowing the report
to be turned into a mere device to simulate sustainable positioning.
Likewise, based on the small number of people who read sustainabil-
ity reports, the conclusions of Brown et al. (2009) endorse this under-
standing, observing that the release of the report per se should be
enough to achieve legitimacy regardless of its contents.

Accordingly, “being transparent” was reported as a motivation by
10 companies, including nonprofits, publicly, and privately held, and
large-, medium-, or small-sized businesses. Two companies pointed to
“credibility” as a motivation, and only one of these two also reported
“transparency,” a large company classified as a subsidiary and public
company. One firm (a large and privately held subsidiary) cited the
motivation, “more recognition,” without ever mentioning “being trans-
parent,” or “achieving credibility,” along with other reasons closely
related to improving internal management.

Although there is no evidence regarding the three items compris-
ing this category, it can be understood that companies believe that by
being transparent and engaging in good sustainability initiatives, they
should accumulate credibility and market acknowledgement for their
work. Nevertheless, transparency itself, without suitable sustainability
actions, might result in low credibility and lack of recognition. In appar-
ent contradiction, companies failed to relate increased transparency to
more specific items, such as credibility and recognition or the search
for legitimacy. The other responses from those organizations were
more likely to relate to internal management, market trends moni-
toring, and relationships with stakeholders, which are more closely
related to the company's performance in terms of sustainability. Hence,

two conclusions arise:

1. The organizations would be more concerned with performance
issues than with improved image, in opposition to Baumgartner and
Ebner (2010), to whom sustainability in companies should be less

related to strategic issues, and instead to coincidence of actions; or

2. Because of the criticism that the sustainability reports would be
public relations tools only (Haigh & Jones, 2006), companies were
reluctant to answer such questions.

4.1.2 | “Relationship with stakeholders” category

This category includes the grouped responses under the theme
“increased integration with their stakeholders” (e.g., publishing prac-
tices, understanding expectations, and improving management) with
a respondent reporting, “Maintaining a more direct relationship
with stakeholders,” with three respondents reporting, and “dialogue
with stakeholders” with two respondents reporting.

In analyzing this category, it is crucial to consider Utama (2011),
who advised that considering stakeholders requires companies to pro-
vide information on sustainability. There is an information asymmetry
between the company and the stakeholders, with companies disclos-

ing convenient information only. The stakeholder cannot reward nor

punish the most or least sustainable companies. In this sense, Utama

(2011) proposes a reporting framework that includes four items:

e Areporttemplate thatis globally accepted and that standardizes the

information disclosed by companies;

e An audit standard globally accepted and that is used to ensure that

the information disclosed can be trusted;

e Regulation by governments of the reporting regarding the sustain-
ability practices; and

e Maintenance within companies of a corporate governance mecha-
nism that has the function of defending the interests of all stakehold-

ers, not just shareholders.

There is an information
asymmetry between the
company and the
stakeholders, with companies
disclosing convenient
information only.

Inregard to using a reporting model that allows comparisons among
companies, Utama (2011) argued that the model proposed by the GRI
comes closest of the reporting models to meeting such a goal. How-
ever, unlike financial reporting, the GRI reports do not include a sum-
mary that provides the reader with an overview of the company's sus-
tainability performance (Utama, 2011). Moreover, it is noteworthy to
consider the conclusions from the study, Reporting Change: Readers &
Reporters Survey 2010 (Futerra Sustainability Communications et al.,
2010), sponsored by institutions associated to the GRI. Chiefly, in this
report, the performance of companies in sustainability was not com-
pared. Of more than 5,000 readers surveyed, scarcely 15% used the
sustainability reports based on the GRI model to compare companies,
with this percentage represented mainly by consultants conducting
benchmarking or competitive analysis.

Therefore, in the view of Utama (2011), the report seems to be the
tip of the iceberg in stakeholder care strategies. Thus, in this light, the
respondent companies included in this category would not be effec-
tively reaching their goal of integrating with stakeholders.

The responses pointed to the goal of actually incorporating stake-
holders into their operational strategies. Brown et al.’s (2009) analy-
sis of the GRI guidelines led them to two possible theories, one linked
to the empowerment of civil society (private civil regulation) and the
other linked to the management of social performance by investors
and audit and consulting firms. However, neither of these theories,
which are not opposed, although they may appear to be, is valid. The
first is not valid because the strongest stakeholders had greater weight
in determining the development of the GRI guidelines, thus disre-
garding a greater participation by the others. The second is not valid

because the lack of standardization does not allow comparisons among
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companies, which would be of critical concern to investors and con-
sultancies (Brown et al., 2009; Futerra Sustainability Communications
etal., 2010).

Following this reasoning, the report under the GRI guidelines has
become just one tool that allows organizations to manage sustainabil-
ity, reputation, and brand (Brown et al., 2009), limiting the activities
of stakeholders to discussions of materiality and points to be reported
without a real dialogue among the parties.

4.1.3 | “Initial public offering” category

One company concluded that one of its motivations for preparing a
sustainability report was its intention to open the company's capital,
and that issuing the report would be part of the company's preparation
process.

“Signaling theory,” which argues that corporate sustainability
reporting is a way to manage the reputational risk of an organization
(Legendre & Coderre, 2013), could explain this action, as the risk reduc-
tion would benefit potential investors in making decisions on an initial
public offering. Carnevale and Mazzuca (2014) appear to confirm this
concept, indicating that investors appreciate the reporting of informa-
tion, perhaps because it should decrease information asymmetry.

Despite some scientific basis supporting the benefit of sustainabil-
ity reporting to potential investors, there are contrary opinions, as well,
including those identified by Boaventura, da Silva, and Bandeira-De-
Mello (2012). According to these authors, there is no evidence point-
ing to positive, negative, or neutral relationships between potential
investors and sustainability reporting, and no consensus as to whether

acompany's social performance would affect its financial performance.

4.1.4 | “Contributing with other companies” category

Three groups of respondents were identified as having this motiva-
tion. One such respondent was in the consultancy sector and prepared
its sustainability report in response to customer demand. The second
respondent was a large, privately held company, which had sustainabil-
ity as a focus of its service-offering strategy. This second respondent
viewed the practice of sustainability reporting as a way to share expe-
riences and engage the market. The third respondent reporting this
motivation was a small company that, as part of its mission, sought to
encourage the adoption of sustainable practices. This third respondent
replies that it uses sustainability reports as a means of disseminating
knowledge, stating, “the CSR adoption was a natural way to the orga-
nization who understands how essential is disseminate knowledge and
also be an application of what it spreads out” (from Authors' research
survey).

These results are consistent with Calixto (2013) within the Latin
American context. Accordingly, Brazilian companies provide social and
environmental information that can be attributed to the existence of
institutions that support and encourage the dissemination of infor-
mation on sustainable practices. Another piece of possible evidence
of Brazilian companies’ tendency to provide such information was
identified in the study, Reporting Change: Readers & Reporters Survey
2010, which was sponsored by institutions linked to the GRI (Futerra

Sustainability Communications et al., 2010). It was shown in this
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survey, which was conducted on four continents, that out of more than
5,000 respondents, 73% were Brazilians, 10% were from India, 5%
were from the United States, and 12% belonged to other countries.

4.1.5 | “Accountability” category

This category embodied five themes of answers. Six companies
reported using their sustainability reports as tools to inform stakehold-
ers of sustainability practices. This item was categorized as “account-
ability” if respondents highlighted information dissemination only. The
respondents that also took into account a dialogue with stakehold-
ers were classified as motivated by “relationship with stakeholders.”
A large-sized public company concluded that one of its motivations
in reporting was to “disseminate practices that were questioned by
universities, users, government, etc.” (from Authors' research survey).
Also, two respondents reported that their motivation for issuing sus-
tainability reports was to fulfill their need to be accountable to stake-
holders.

Similarly, one can use the same reasoning described as “improving
the company's image,” as in Brazil, there is a stakeholder-business cul-
ture that considers that the interests of stakeholders are as legitimate
as those of shareholders (Legendre & Coderre, 2013).

4.1.6 | “Market monitoring” category

Another motivation given by respondents was the need to monitor

market practices. The themes grouped in this category were as follows:

Reporting is an international trend,

Reporting aligns with best market practices,
e Issuing areport is a practice of CSR, and

e Reporting is a mandatory requirement due to the Global Compact.

According to our literature review, this category—preparation of
sustainability reports undertaken related to “market monitoring”—has
not been examined in the literature regarding sustainability reporting.
The work of Legendre and Coderre (2013) found a positive correla-
tion between the variables size, profitability, a country's business cul-
ture, and type of industry and whether companies reported or not. A
study by de Souza Campos et al. (2013) showed a positive relation-
ship between the adoption of sustainability reporting and a company's
sector.

However, it is known that the sustainability report is a global trend,
and that exerts pressure on various organizations to report, possi-
bly because of the reputational risk that failing to report could gen-
erate (Legendre & Coderre, 2013). In addition, many authors cite the
increased number of reports published as evidence of an evolving pro-
cess that is likely to continue (Calixto, 2013; de Souza Campos et al.,
2013; Futerra Sustainability Communications et al., 2010). This indi-
cates that market movements can encourage new companies to issue
sustainability reports.

It is noteworthy that the answer, “being a mandatory requirement
due to the Global Pact” was grouped in this category. In Brazil, there
is no obligation to publish sustainability reports, but in countries such

as England and India, such requirements are already a reality (KPMG,
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2013), despite some studies that advocate against such an approach
(Utama, 2011).

4.1.7 | “Supporting the organization's management”
category

This category is the one with greater adherence to the mission and
vision of the GRI than the others. According to the GRI, “Promoting
the practice of sustainability reporting as standard, providing guid-
ance and support to organizations” and “sustainable global economy in
which organizations can responsibly and transparently measures their
economic, environmental, and social impact and performance towards
governance” (GRI, 2012, p. 2).

The motivations given by the organizations and included in this cat-

egory are:

e Mapping of the activities performed by internationally accepted cri-
teria,

e Comparability, periodicity, and legitimacy of the information in com-

munication,
e Performance evaluation,
e Continuous improvement,

e Picture of the organization's economic, social, and environmental

management,
e Identifying areas for improvement, and

e Standardization in reporting.

Hence, one can note the items mentioned as part of the mission and
vision of the GRI. Using these responses, we conclude that a primary
function of the GRI guidelines is to serve as a management tool for
companies.

Despite this conclusion, some studies have criticized the effective-
ness of the guidelines in this regard (Lozano & Huisingh, 2011; Ramos
etal,, 2014; Utama, 2011).

A company stated that getting a picture of economic, environmen-
tal, and social management would be a reason to report. However,
Lozano and Huisingh (2011) criticize the fact that the GRI guidelines
are based on the concept of the Triple Bottom Line (World Com-
mission on Environment and Development, 1987). According to the
authors, information should be reported on integrated dimensions.
Thus, in addition to the economic, environmental, and social dimen-
sions, this would then provide economic and environmental dimen-
sions integrated, environmental and social integrated, economic and
social dimensions integrated, and the three integrated traditional
dimensions integrated.

Another motivation that is criticized refers to the level of standard-
ization of the information provided, which would allow a comparison
of the performance results of different companies. However, one of
the findings from the study, Reporting Change: Readers & Reporters
Survey (Futerra Sustainability Communications et al., 2010), sponsored
by institutions linked to the GRI, is that company performance was not
compared, as only 10% of the readers surveyed stated that they used
the reports for comparing organizations. Utama (2011) also stated

that, unlike financial reporting, the GRI guidelines do not include

EXHIBIT 1 Categories themed to group the positive and negative
aspects of GRI

Times Times
Positive aspects cited Negative aspects cited
Improving internal 35 Indicators 13
company
management
Proposed guidelines 22 Difficulties in the 11
for report proposed process
elaboration
Benchmarking 13 Internal difficulties 11
assistance Report assessment 10
Possibility of 12 Final report model 7
legitimating Focus on large 4
companies
Provides a marketing 3 Report external view 3
tool Use of the report as a 1

marketing tool

a summary that would provide the reader with an overview of the
company's sustainability performance.

On the other hand, responses linked to internationally accepted cri-
teria, frequency, performance evaluation, support in business manage-
ment, and identifying areas for improvement were supported by the
scientific literature, as most of the criticism focused on the fact that
the organization can filter what will be reported (Brown et al., 2009;
Ramos et al., 2014; Roca & Searcy, 2012).

4.2 | Positive aspects of sustainability reporting

In this section, we shall review the respondents’ comments on the posi-
tive aspects of sustainability reporting. This section will be followed by
a discussion of the negative aspects. The positive aspects identified in
the GRI guidelines were grouped into five categories and the negative

into eight categories, as shown in the table in Exhibit 1.

4.2.1 | “Improving internal company management”
category

One of the respondents listed as a positive point the GRI's “encourage
companies to measure the impacts generated by them” (from Authors'
research survey). This response meets the vision defined by the GRI
of “A sustainable global economy where organizations can measure
their performance and economic, environmental, social” (GRI, 2012,
p.2).

The responses also highlighted that report preparation enables
organizations to identify risks and opportunities. In addition, responses
included statements to the effect that the methodology is a guide to
indicators and best practices, and that the method helps organizations
monitor the evolution of the indicators and the performance of the
organization. One of the respondents said, “indicators can act as an
internal management guide corporate sustainability” (from Authors'
research survey). These responses, all of which came from large com-
panies, show that the GRI reporting model has been used not only in
the reporting process itself, but also in the sustainability management

of the organizations, thus going beyond the GRI-established mission of
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“Making the practice of sustainability reporting to become standard”
(GRI,2012, p. 2). Use of the GRI reporting model as a sustainability tool
may also be a factor that explains the growth rates in the adoption of
the GRI model identified in the work of de Souza Campos et al., (2013)
and Calixto (2013).

One response states that the reporting process “generated learn-
ing for all people involved in the publication development process”
(from Authors' research survey), which represents that the GRI frame-
work was used more as a management tool than for the report publica-
tion; according with the GRI Reporting Change: Readers & Reporters Sur-
vey 2010, the objectives of the organizations would be more related
to increased sustainability performance than the communication and
comparison of results (KPMG, 2013).

Another comment by a respondent was that the model proposed by
GRI brings to the company “discipline and organization to meet dead-
lines and provide all the information required by company indicators”
(from Authors' research survey). This reinforces the sense in which the
GRI guidelines are adopted and turns the document into more of a
management model than a reporting one, including as to the employ-
ees’ work mode. In the same sense, another theme that emerged was
the “better integration between the internal areas of the company.”
There are also themes that highlight improvements in management
due to cultural changes, such as: “higher commitment to the company
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with shareholders and society,” “a firm that is more accessible and
favorable to dialogue,” and “continuous improvement in the manage-

ment.”

4.2.2 | “Proposed guidelines for report elaboration”
category

Accordingly, companies indicated positive points specifically as:
methodology, using the concept of materiality, organization by theme,
indicators specificity, constant improvement of indicators, addressing
relevant issues, reporting a three-year history coverage, and the
fact that stakeholder engagement was treated as a priority. Features
grouped in this category relate more to how the GRI guidelines guide
companies in reporting, rather than—for example—guaranteeing
the accuracy of the information or the proper information

use.

Companies consider as
positive the aspect of
standardization and
comparability that the GRI
guidelines provide.

4.2.3 | “Benchmarking assistance” category

Companies consider as positive the aspect of standardization and
comparability that the GRI guidelines provide. Twelve respond-

ing companies mentioned this point. In addition, one respondent
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mentioned the commitment to sustainability that annual reporting
generated within the company.

If there is standardization in reporting, it is easier to compare com-
panies, especially if the reports are published annually and one can fol-
low the progress of the companies in which he or she has an interest.
The survey data, in a way, contradict the finding that the organizations’
performances would not be compared to other companies’ reports. As
we have already stated, less than 10% of more than 5,000 readers of
the Futerra Sustainability Communications et al. (2010) report indi-
cated that comparing the performance of organizations would be one
reason to consult the reports, while having consultants compare the
reports garnered the greatest response (33%), and having investors
perform comparison received 3% (Futerra Sustainability Communica-
tions et al,, 2010).

However, authors of other studies argue that standardizing the
reporting through the reporting guidelines that the GRI provides
would not be very relevant. Utama (2011) says that the GRI guidelines
are those that come closest to offering standardization and compara-
bility similar to financial reports, although sustainability reports do not
provide summaries that would provide readers with a global view of a

company's performance.

4.2.4 | “Possibility of legitimizing” category

Many of the respondents also pointed out as positive the opportu-
nity to legitimize the sustainability of their operations. This category
groups answers related to the search for credibility (one company) and
transparency (11 companies), and as previously discussed, the pursuit
of transparency stems from the need to legitimize their organizations’
actions toward society and the environment. This finding is based on
the theory of legitimacy, according to which publishing a sustainabil-
ity report would seek to build legitimacy with stakeholders by demon-
strating a company's adherence to social norms and expectations
(Bebbington et al., 2008).

425 | “Provides a marketing tool” category

In this category, respondents reporting the positive attributes of sus-
tainability listed “visibility” and “communication tool” within the theme
“visibility.” For example, the survey response, “promotes the company's
reputation,” demonstrates the use of sustainability reports as mar-
keting tools. Among all of the positive themes revealed by the sur-
vey respondents, the concept, “provides a marketing tool” received the
least number of responses. As already discussed, this indicates that,
due to the criticism that sustainability reports were simply public rela-
tions tools (Haigh & Jones, 2006), companies prefer to be discreet as to

how they use their sustainability reports.

4.3 | Negative aspects identified

4.3.1 | “Indicators” category
Although the indicators proposed by the GRI have been highlighted as

positive in the category “proposed guidelines for report elaboration,”

in this category, indicators received criticism. The aspect “no specific
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indicators for the sector” was raised, perhaps as a sign that the sector
supplements (GRI, 2011) do not yet meet the needs of all companies.
Furthermore, one financial services company respondent reported
that the addition of its sector within the GRI's guidelines had low appli-
cability to the company.

Other criticisms of the GRI indicators were:

“Quantity of indicators,”

e “Some low-relevance indicators for the core business of the com-

pany,” and

“Measures used in the indicators are not customary in Brazil.” (from

Authors' research survey)

According to the GRI, the nonapplicability of indicators should not
be a problem, as the explanation they encourage reporting organiza-
tions to include in their reports as to why they are not including infor-
mation on a particular indicator is itself an important report compo-
nent (GRI, 2011). However, these criticisms may mean that, in practice,
companies may feel uncomfortable with providing such explanations.

4.3.2 | “Difficulties in the proposed process” category

Although some respondents have positively pointed out the “improve-
ment and specificity of indicators” and the use of “concept of mate-
riality,” others stated dissatisfaction with the same aspects and/or
reported difficulties in use. Themes referred to as negative points
grouped into this category are: “Difficulty in obtaining relevant sample
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of stakeholders for the development of materiality matrix,” “Not very
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specific protocol,” “Difficulty interpreting the indicators (since indica-
tors have general descriptions, there is room for diverse understand-
ings),

aspect,” and “Lack of a standardized information recording procedure”

»,

Global report that can be generic and conflicting as to the local

(from Authors' research survey).

According to the GRI principles, the definition of what is impor-
tant (what has materiality) to include in sustainability reports should
be set through the mechanism of interactions between companies and
stakeholders in a process that would end in the establishment of a
“materiality matrix” (GRI, 2011). However, it is interesting to note that
one of the responding companies claimed that its managers were hav-
ing difficulty in obtaining a sample of stakeholders for the prepara-
tion of a materiality matrix. In addition to the difficulty of achieving
stakeholder participation, the criticism in this category is related to the
lack of standardization in the reporting process, which could result in
reports that were impossible to compare across organizations. Brown
et al. (2009) emphasize that given the lack of standardization of the
reports, it would not be possible to compare different organizations,

even within the same industry.

4.3.3 | “Internal difficulties” category

Unlike the former category, this classification does not reflect negative
aspects related to the model itself. Instead, it points to the difficulties
organizations can have when they are attempting to put the model into
practice. This category displays the difficulties highlighted by Borga,

Citterio, Noci, and Pizzurno (2009), which would be specific to small-

and medium-sized enterprises but was possible to see could occur in
large organizations as well, considering that all the respondents who
commented in this category were from multinational organizations.
Only two respondents did not point out negative aspects, however it
is worth mentioning that their businesses are linked to sustainability
practices.

Thus, this category contradicts some aspects of Borga et al. (2009),
which makes problematic such theory information: “the need for cur-
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rently unavailable skill levels,” “financial investments in the reporting
process offer no return in the short and medium term,” and “limited
financial resources” (from Authors' research survey) would be prob-
lems only for small- and medium-sized businesses. For example, one of
the respondents from a surveyed company, which is large and publicly
traded, stated, “Perhaps the main drawback is the process transformation
of a large amount of information into an attractive content for stakeholders”
(from Authors' research survey).

Another view is that the complexity of the sustainability reports hin-
ders their ability to elaborate upon some of the information. Accord-
ing to respondents, a negative point is “complexity of the report and
the poor spread throughout Brazil” (from Authors' research survey)
(only English language resources were available until recently). This
view is contrary to the research of de Souza Campos et al., (2013),
Calixto (2013), and the study of the GRI: Reporting Change: Readers &
Reporters Survey 2010 (Futerra Sustainability Communications et al.,
2010), according to which, Brazil is a country that stands out in the

adoption of the GRI model reports.

4.3.4 | “Report assessment” category

Some of the surveyed companies criticized the classification of the
GRI reports in connection with the GRI's application levels, which
operate according to the number of indicators reported. Two of
the companies criticized the “A” classification for being exclusive to
companies that fulfill diverse indicators, although the indicators do
not apply to all organizations. Likewise, another firm commented
that the application rating level might not make sense in light of a
methodology designed to identify what is relevant for specific sectors.
However, the GRI guidelines emphasize that explaining the reason
for the omission of an indicator counts as a reported indicator (GRI,
2012).

The respondents also claimed that the proposed classification
scheme “evaluates quantity, but not quality” and “levels A, B and C are
mistakenly understood as evaluation rates” (from Authors' research
survey). Boiral (2013) reached a similar conclusion, finding that 90% of
significant negative events had not been reported in companies’ sus-
tainability reports.

4.3.5 | “Final report model” category

Respondents voiced dissatisfaction with the outcome of the report-
ing process. Among the areas of dissatisfaction, the following report-
ing guidelines were identified along with some themes drawn from the
survey responses indicating dissatisfaction with the reporting format.
These data support Brown et al. (2009), who conducted interviews

with report readers. The results those authors obtained in their own
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work indicated that the available information was not detailed enough
(response of a social activist), reports had too much and unfocused
information (opinion of a journalist), the number of readers was small,
and the companies did not read each other's reports, given the lack of
standardization.

To one company, GRI “does not require integration with financial
information, which makes it a complementary aspect, not mandatory
to the investors and shareholders analysis” (from Authors' research
survey). In this sense, the GRI (GRI, 2013) and KPMG (KPMG, 2013)
have verified a trend toward integrating sustainability reports and
annual reports of companies. One of the initiatives to standardize such
anovel reporting model refers to a pilot project promoted by the Inter-
national Integrated Reporting Council, a partnership between the GRI
and the Prince's Accounting for Sustainability Project (A4S).

4.3.6 | “Focus on large companies” category

Several respondents commented that the model proposed by the GRI
is focused on the needs of large enterprises. This category includes the
subjects:

e “Lack of models for small- to medium-sized enterprises (SMEs),”
e “Business-oriented, with scarce educational applicability,” and

e “Focus on large organizations.” (from Authors' research survey)

Brown et al. (2009) claim that the GRI guidelines give special atten-
tion to the needs of large corporations, even though they refrain
from mentioning that small- and medium-sized enterprises have not
received the same attention as has been focused on the large compa-
nies’ contexts. However, the GRI guidelines are clear in stating that the
proposed model aims to meet the needs of organizations ranging from
small businesses to multinational organizations (GRI, 2011).

4.3.7 | “External view of the reports” category

Some respondents also claimed that not every report should be
reviewed as reliable, as companies can state that they are in com-
pliance with the guidelines regardless of whether they have received
external auditing. One company stated that “some firms prepare their
reports and claim to be in accordance with the guidelines, but there is
no control, especially when compared to reports developed under rigid
protocols” (from Authors' research survey). An auditing process could
solve this problem. An assessment conducted by KPMG showed that,
between the years 2002 and 2013, the percentage of audited sustain-
ability reports increased from 30% to 60% among the 250 largest com-
panies in the world, even though reporting was not a mandatory prac-
tice in most countries (KPMG, 2013). However, Manetti and Becatti
(2009) analyzed the patterns of international sustainability auditing
and concluded that such auditing should include specific guidelines for
service providers. These authors also highlight the need to standard-
ize the final reports. The GRI rewards reports with external assurance
through the “+” next to the application level (A+, B+, and C+), but this
verification does requires an auditing firm. Endowing other specialized
companies or a committee of stakeholders with the power to do this is
needed to manage this process (GRI, 2011).
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Some respondents also

claimed that not every report
should be reviewed as

reliable, as companies can

state that they are in
compliance with the

guidelines regardless of
whether they have received
external auditing.

4.3.8 | “Use of the report as a marketing tool” category

The categorized theme regarding responses to this negative aspect
criticizes the use of sustainability reports as marketing tools, and holds
that if a company is sustainable, the client/stakeholder would natu-
rally know that, and therefore reward the organization by buying from
them. However, Haigh and Jones (2006) suggest that most sustain-
ability reports are public relations tools, and not designed to provide

accountability or transparency.

5 | RECOMMENDATIONS

Among the aspects the surveyed organizations considered positive
were:

The proposed guidelines for reporting;

The fact that the reporting model assists in performance bench-
marking in sustainability;

The possibility of legitimizing an organization's sustainability

actions; and

e The ability to use their reports as marketing tools.

With the exception of the first item, the other research literature
did not list these other aspects. In regard to the negative aspects, some
of the points raised reflect the confirmation of previous studies, such
as the criticism directed at the indicators the final report model, focus
on large enterprises, the way the report is seen by readers, and the fact
that some reports appear to be used in some cases only as marketing
tools.

In our study, respondents revealed that companies have difficulty
understanding the proposed GRI reporting model, and that there is a
lack of available material translated into Portuguese. In effect, these
comments provide a practical contribution for the GRI to take into
account as it works on subsequent versions of its guidelines. Sec-

ond, respondents also reported having difficulties in following the
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posed by the GRI reporting

Category Description Suggestion Basis
Final report Poorly appealing Summary that Utama
model report offers a global (2011)
vision of the
organization
External Not all Mandatory audit Utama
view of organizations and audit (2011)
the report are “honest” in standard
reporting preparation
Final report Lack of financial Opting for KPMG
model information integrated (2013)
make an reporting
additional piece
of analysis
Final report Lack of Definition of final This study
model standardization form of report
Report Classification by New pattern of This study
assess- application development of
ment level mistaken the need to
for classify reports
sustainability
performance
Difficulty in Undefined Creating Siddall,
the process of standards for Grey,
proposed engagement of stakeholder and
process the stakeholder engagement Dyer
(2013)
Internal dif- Lack of human Analyzing This study
ficulties and financial alternatives to
resources create a simpler
reporting and
effective
system

guidelines, mainly due to lack of financial and intellectual resources.
This could have the practical implication of developing a less rigorous
reporting process than the one currently in use that would be cheaper
for SMEs to follow as they learn how to develop reports. Finally, this
study revealed that the responding organizations were dissatisfied
that the quantity (number) of indicators reported carries more weight
than the quality of the indicator data, and they request that a new
reporting model be developed.

Reporting encourages the search for sustainability and CSR; how-
ever, some changes are needed to improve the effectiveness of the
reporting process. Thus, some improvements to the current model pro-
posed by the GRI are proposed in the table in Exhibit 2. Each sug-
gestion in this Exhibit is accompanied by the analysis category sec-
tion regarding the “negative” aspects that led to it, along with a brief
description of the point that was criticized, and the reference to the
author who made the suggestion.

Based on what has been studied, it is recommended that studies
be conducted to evaluate the possibility of correcting the negative
aspects of the current GRI reporting model raised in both the literature
review and through the data collected during the survey documented
in this paper. Furthermore, we recommend the creation of a summary
chart that provides readers of sustainability reports an overview
of the company's sustainability performance. In the same way, we

recommend that the proposed report template not be as flexible as

it currently is, both to make the reports more objective and to make
them broadly comparable. Finally, we also recommend the study of
strategies for encouraging the involvement of stakeholders in the
process of defining the content of sustainability reports.

6 | DISCUSSIONS

Organizations considered as positive aspects: the proposed guide for
reporting; the fact that the GRI model assists in the performance of
benchmarking in sustainability; the possibility of legitimizing their sus-
tainability actions; and the ability to use the sustainability report as
marketing tools. Regarding the negative aspects, some of the points
raised confirm the findings of previous studies, such as the criticism
directed at the indicators, the final report model, a focus on large enter-
prises, the way the reports are seen by readers, and the fact that in
some cases, reports appear to be used only as marketing tools.

Existing literatures describing positive and negatives aspects (Aras
& Crowther, 2009; Deegan, 2007; Fonseca et al., 2014; Moneva et al.,
2006) explore predefined variables and relate them to companies’
motivations to report. Our study explores the companies’ viewpoint,
without any influence, allowing us to perceive their opinions free of
definitions. In other words, after collecting field data, we identified
various themes. Determining how many times the organizations cited
these themes, was considered relevance criteria. Indeed, this aspect is
taken into account because results can show which of the themes we
identified were of greater or lesser importance within the positive and
negatives aspects.

Our findings support previous studies (Futerra Sustainability Com-
munications et al., 2010), however, new concepts were also identified.
Using the GRI report to value companies that were planning to make
public offerings was surprising. Also, SME templates and insertion of
report summaries are simple actions that the GRI can make when it is
updating versions of the guidelines. Another surprising element was
the lack of integration between human and financial aspects making
the integration process difficult on companies’ sustainability results.

6.1 | Limitations of the study

The present study examined the GRI sustainability reporting model
from the viewpoint of the reporting companies that responded to our
survey. As organizations are targets of demands for better and more
transparent reporting, their opinions may have had particular biases,
especially because the sample is composed only of Brazilian compa-
nies. It would be interesting to conduct a study addressing a larger
number of companies and using statistical analysis techniques that
would allow the generalization of findings.

6.2 | Lessons learned

At least two important lessons were learned. One is that the response
percentage was low compared to the number of sample contacts. Sub-
sequently, the answers to open questions do not transmit the full per-

ception of responses.
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