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Abstract

The successful implementation of CSR depends on the ability to ensure that the
communication efforts associated with the programme ae effective. As more and more
companies practice CSR reporting, it is interesting to look a how CSR reports can have a
potentid to become useful in the b-t-b communication realm. With implications that relate to
the core motivations of CSR implementation; enhanced risk management, enhanced
reputation, competitiveness and market positioning, the potentid impact that reports can have
in the communication efforts between businessesis greet. This thesis looks a how reports are
read in the b-t-b communication context; if there is a demand and a willingness to supply
reports to fellow businesses as a means of corporate communication, as well as explore the
chdlenges and opportunities for the potentid increase in use of reports in communication
efforts within this context. Findings show that reports are mainly read between companies for
benchmarking reasons, that they lack strong demand and a willingness to supply in other
cases. This is atributed to the existence of other preferred channels of communication
between businesses, and to having their information needs satisfied through other means.

Keywords. CSR, CSR ammunicia, bt-b amuniatia, CSR reuating dekeddes ad
communication
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Executive Summary

Background

With increased clams for transparency and accountability for corporations from awide range
of organisations and entities, the concept of CSR has emerged as a tool in an effort to
promote environmentaly and socidly sound business behaviour. It has subsequently evolved
and become a mainstream corporae business practice, which reflects the vaues, purpose,
functions and outcomes of businesses. The effective implementation of CSR has emerged as
an issue tha will enable the long-term maintenance of the practice, with CSR communication
efforts as a key dement in the success of the programmes. Reports are the main means of
communication of CSR performance, with reporting having significantly increased over the
past couple of years.

Sakeholders representing the overdl audience for these reports, they become instrumenta in
defining areas of interest and priority, gathering of information, compiling and publishing
reports. Within a set of given stakeholders, businesses emerge as stakeholders themsalves,
business customers, business partners or even at times competitors, thus engaging in business-
to-business corporate communication and potential transactions.

Problem definition

As more and more companies practice CSR reporting, it is interesting to look a how CSR
reports can have a potentid to become useful in the b-t-b communication world. With
implications tha relae to the core motivations of CSR implementation; ethancd rik
menegamat, enhanaa reputatian, anrpditiveness and marke pagtianing the potentia impact that
reports can have in the communication efforts between businesses is great. With that in mind,
the thesis amsto look a how reports are read in the b-t-b communication context. If there is
a demand and willingness to supply reports to felow businesses as a means of corporate
communication, as well as explore the chdlenges and opportunities for the potentid increase
In use of reports in communication efforts within this context.

Methodology and Theor etical framework

The thess is based on a qualitative, descriptivel exploraory study. The background was
formed with a literature review and primary data was collected through in-depth interviews
with company representatives. Two theories are used in the study in order to identify specific
areas of inquiry, formulate questions, gather data, outline mgor findings and discuss the
results. Sakeholder theory, referring to the atributes of power, legitimacy and urgency of
business stakeholders provides the generd framework within which the demand/ supply of
reports in the b-t-b context is assessed. A communicatiion modd outlining three CSR
communication grategies is used in order to discuss company responsiveness, engagement
and management efforts of their stakeholders, through CSR reports.

Findings

The study identifies bandymarking and learning purposss as the mein ressm far reading reports in the
context of two businesses. Businesses informaly seek out other companies reports, in order
to gan insghts on how to best it themsdves. Formaising the unofficia process of the
practice presents a good opportunity for the learning process to evolve.

Other reesrsfa rexdngarena dragand thus do not drive the demand or promotion of these
reports between businesses, strongly. This is atributed to companies having ahe prdered
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dannds d anmmuniatian that are long established and used, as well as companies having ther
information needs satisfied through these other means.

They are points of reference for information and help define key corporate messages that are to be passed
on and be used in the b-t-b context, and thus have indirect roles. Another indirect role is that
divethedlation and improerat d data, thus enabling companies to have more knowledge and
thus incresse the ability and willingness to communicate with fellow businesses regarding
these issues through the use of other means.

A key-contributing factor to the potentid use of these reports between businesses for
communication purposes will be the type of reporting they chose to undertake. Depending on the
typed repat, audenaswill besd, and in the case of companies pursuing CSR reporting as part of
their Annua Report, bt-b anmuniativeued thesergoats will belimited, due to the limited set of
intended audiences that these particular types of reports have, tha of shareholders and
investors.

Vi
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1 Introduction

This dgpte ansto intraduethe grerd resrdh area d thetheds The badkgaund and prddem area are
intraduced, as wel as the judifiction far the thess ressrdh. It autlines the goals and ressrdh quettians
specifies the audien s the spe and angders the limitatians o thewak. 1t endudes by autlining the
structure of the thes's.

1.1 Background and problem definition

The falings of unregulated or under-regulated markets over the past decades, in ensuring the
well-being of societies, have prompted cdls for more sate interference and more socialy and
environmentally responsible behaviour from businesses (Lawrence, 2007). Corporate scandds
have emerged relaing to human and labour rights in globd supply chans, impacts on loca
communities around the world, environmentd degradation and socid eroson; al stemming
from a combination of unsustainable business practices that violate ethical responsibility codes
(Waddock, 2006).

Much has been sad about the prospects of responsible business behaviour being able to
contribute positively to society and economy. Within tha realm of thought, Corporate Socid
Responsility (CSR) refers to the concept of businesses improving ther socid and
environmental performance aspects of ther company activities, which go beyond the
compliance and regulatory demands put upon them by bodies that have such authority
(Epstein, 2008). It encompasses a variety of issues tha relate to the operations of an
organisation and that could have an effect on various groups of stakeholders, people or
groups of people that have something to gain or lose from the operations of a company
within society (Friedman & Miles, 2006). CSR trandates into a mixture of “vaues, purpose,
function and outcomes” for businesses (Zadek, Raynard, & Oliveira, 2005).

With increased clams for transparency and accountability for corporations from awide range
of organisations and entities, the concept of CSR has emerged as a tool in an effort to
promote environmentaly and socidly sound business behaviour. It has subsequently evolved
and recently become an important dement of todays maor companies corporate
management, who, having redised the potentid of CSR programmes, have subsequently
started implementing them in order to achieve long term sustainability (Epstein & Hanson,
2006; Porter & Kramer, 2006).

Just over the past couple of years, the number of companies engaged in some form of CR
activity have incressed dramaticdly. This is manifested by the increased interest of companies
to be part of initiatives, such asthe UN Globa Compact, characterised as the world’s largest
voluntary corporate citizenship initiative that aims to encourage the implementation of a set of
principles relating to responsible business activities and achieve the Millennium D evelopment
Goals! (Zadek et al., 2005).

1 MDG’s are UN backed sat of 8 gods, which countries and development agencies around the world have committed
themsdves to, ranging from eradicating poverty to reaching environmenta sustainability. For more information see
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Growth in UN Global Compact business membership
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Figure 1-1 Growth in UN Global Compact business membership (Zadek et al., 2005)

Sill, what are the expectations from businesses regarding CSR behaviour and practices?
Different organisations and societd bodies have different focus aress, yet they dl go back to
the same core principle, encouraging the operation of companies within society in a
responsible and accountable manner. Figure 1-2 summarizes some the mgor globa CR
relaed organisations perceptive of what CSR is and can mean for businesses around the

world.

While CSR has arrived, a debate about the core concepts it relates to ill remains. 1ts vaidity,
legitimacy, worth, purpose and ability to improve the performance of companies is sometimes

Business for Social Responsibility: Business decision-making linked to
ethical values, compliance with legal requirements, and respect for
people, communities, and the environment.

CSR Europe: A new business strategy in which companies conduct
business responsibly by contributing to the economic health and sustain-
able development of the communities in which they operate, offer
employees healthy, safe, and rewarding work conditions, offer good, safe
products, and services ... are accountable to stakeholders ... and provide
a fair return to shareholders whilst fulfilling the above principles.

European Commission defines Corporate Social Responsibility as "a
concept whereby companies integrate social and emvironmental concerns
in their business operations and in their interaction with their stakeholders
on a voluntary basis.”

Institute Ethes defines the practice of CSR as being “driven by a
company's constant concern with the ethics in its relations with collabo-
rators, clients and suppliers, with the community in which it's inserted,
with government and with the ervironment.”"”

UN Glokal Compact expacts signatories to, “embrace, support and enact,
within their sphere of influence, a set of core values in the areas of human
rights, labour standards, environmental sustainability and anti-corruption;
and engage with partners in other projects that give concrete expression to
the Global Compact principles, in addition to advancing the broader devel-
opment goals of the LUN.™"®

World Business Council for Sustainable Development defines corporate
social responsibility as the continuing commitment by business to behave
ethically and contribute to economic development while improving the
quality of life of the workforce and their families as well as of the local
community and society at large.

The Word Economic Forum affirms that “corporate citizenship is about
the contribution a company makes to society through its core business
activities, its social investment and philanthropy programmes, and its
engagement in public policy.” '

put in question (Epstein & Hanson, 2006).

Nevertheess, having gained prominence
in the academic as well as business world,
as Epgtein and Hanson (2006) note in
ther introduction, “The question is no
longer should companies include CSR and
stakeholder concerns in ther decision-
making processes. The question is how to
doit” (Epstein & Hanson, 2006).

The implementation question has emerged
as the one tha will pave the way for the
future of CSR. uccess and subsequent
sustainability of the practice is dependent
on the question of effective
implementation and of the directions that
these progranmes have the potentid of
taking.

While awide range of suggestions emerge
from academics, as well as, practitioners;
the integration and dignment of CSR with
core corporae srategies has ganed the
mogt atention. This has subsequently led
companies to adopt CSR policies, which
reflect their core business vaues and adso
implement CSR reporting initiatives that

Figure

12 Ddinng apaae suad

responsibility; various bodiestalk (Zadek et al., 2005)

6
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highlight their triple bottom line2 (Morsing, 2005; Epstein & Hanson, 2006).

Reporting takes centre stage in the communication ream. Establishing and investing in CSR
programmes would not be viable for companiesif they did not communicate their efforts later
on. At the same time, they are assigned with the difficult task to try and baance the use of
information as to avoid claims of self-promotion and greenwashingz.

Past, current and future performance and commitments, special issues of concern and areas of
focus are outlined and taked about in these reports. Audiences vary, but it is generdly
presumed that CSR reports are for stakeholders and parties that have an invested interest in
learning about the activities of an organisation (Kolk, 2004).

Stakeholders are at the centre of CSR programmes and CSR reporting initiatives. Representing
the overdl audience for these reports, they become instrumentd in defining aress of interest
and priority, gathering of information, compiling and publishing these reports.  Stakeholder
theory, as will later be discussed, represents the framework within which many of these
companies operate their CSR reporting programmes, and so, stakeholder identification and
engagement are in turn two manageria aspects that become of core strategic importance for
companies to successfully proceed with ther reporting initiatives (Burchell & Cook, 2006;
Morsing & Schultz, 2006).

Within a set of given stakeholders, businesses emerge as stakeholders themsalves, business
customers, business partners or even a times competitors, thus engaging in b-to-b corporate
communication and potential transactions (Friedman & Miles, 2006). The nature of the
interaction is different and unique; smilar organisationd and ingtitutiondised entities are
interacting within the CSR realm, communicating and potentially conducting transactions.

With cdls from academics and practitioners, for the future of CSR to be digned with core
business strategies and business decisions in a more substantial manner (Epstein, 2008), and to
become more instrumenta in the decison making processes of companies regarding dl
aspects of ther operations (Epstein & Hanson, 2006); on the communication front, the
effectiveness and legitimacy of these reports comes in question. Their ability to provide not
just accurae, but relevant information to interested parties, reach designated audiences and
potentially be able to instigate a change in business behaviour becomes of interest.

As more and more companies practice CSR reporting, it is interesting to look a how CSR
reports can thus have potentid to become useful in the b-t-b communication world. With
implications that relae to the core motivations of CSR implementation, ehancd rik
menagaent, ethancl reputatian, ampditiveness and merke pastianing (Porter & Kramer, 2006) dl
potentially impact the communication efforts between businesses.

With that in mind, the thess ams to look a the current Stuation of the readability and
potential use of CSR reportsin b-t-b communication efforts.

2 Triple bottom line, a term coined by Elkington (1994), is defined as a way of conducting business that reflects not just
financid but environmentad and socid considerations as well. Triple bottom line reporting, is again reporting that reflects
on the accounting efforts of financial, environmental and social impacts of business activities.

3 The practice of promoting and advertising products on false claims of positive environmental attributes.
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1.2 Goals and research questions

The goa of the study isto answer the following question:

Are CSRreports used in the b-t-b communication efforts by companies, and if so, how?

Soecificdly, the thess aims to answer the following sub-questions that will contribute in
clarifying the main research question:

o Is there an expressed demand for reports between firms and their business stakehol ders?

o Do businesses provide these reports during b-to-b communicetion and if there is a
willingnessinterest to promote them to business stakehol ders specifically?

o Are CSR reportsread in the context of b-t-b communication?

o What are the ddlengs and gopatunities for the use of these reports as part of b-to-b
communication?

The communication occurring between two business entities (business-to-business) through
CR reports is identified as being relevant to this study due to the role of business as
stakeholders for other companies. The demand/ supply aspect of reportsin these cases will be
explored, as stakeholder demand (or at |east the perception of it by the companies themselves)
has been cited as being the driving factor for companies to establish, produce and use these
reports in certan ways (Golob & Bartlett, 2007). Internad company perspectives will be
gathered and andysed. Based on these, barriers and opportunities of the use of these reports
as part of b-to-b communication will be discussed.

1.3 Intended audience

The intended audience of this thesis is namely an academic one, with a research areainterest
of CSR reporting and communication through the stakeholder perspective. In addition, it can
aso goped to busnesses and industry currently involved or intended in getting involved in
such reporting initiatives, or has an interest in improving their CSR communication efforts. It
assumes that the reader will have a basic knowledge of the concepts relating to CSR, CSR
practices and CSR reporting.

1.4 Scope and limitations

The term CSR reports and reporting, which is used throughout the thess, refers to a set of
reports and reporting styles that are used by companies, reflecting their sustainability and
corporae responsbility performance. These include but are not limited to, Sustainability
Reports, Corporate Responsibility reports, CSR reports or triple bottom line reporting. Inthis
thesis, the term CSR report/ reporting may refer to any of these, unless specified otherwise.
The decision is based on the interchangegble use of the terms that was observed in the
literature and in practice, where these reports are often discussed under the umbrella name of
CSR reports.

This thesis focuses on CSR reports and reporting, and not CSR performance or activities per
se. The concept of CSR is covered to a certain extent in the theoretical background in order to
provide the reader with an appropriate background of the topic, but the focus of the work
remains the communication aspect of the programmes.

The perspective of the firm was explored, with the sender of the message (in this case, the
report) being the interviewed companies, and the receivers being their business stakeholders.
Given the nature of the firm being a stakeholder in the eyes of another company, some
questions and answers did overlap, and thus receiver perspectives are also included.
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Limitations arise due to the nature of the topic; the focus of the study being on corporate
communication efforts regarding CSR activities, corporae headquarters and corporae
representatives were the only ones that were included in the study, and not specific operational
sites or locations. While some information may have been possible to get from representatives
of those stes as well, the information gathered a the corporate levd is deemed sufficient
given the time frame of this study, snce such communication strategies are decided and
reports are prepared at the top-management levels.

Another limitation is that the scope of the study is contained in gathering and anadysing
information tha mainly reflects interna company perspectives and self-reported interest of
what the influence of CSR reports is in their communication strategies. This represents a
drawback, since sdlf-reporting, especidly when done through departments and representatives
of companies that are to ded with such inquiries may not be truly reflective of the entire
company’s operaions or of the perspectives in individuad departments. Nevertheess, due to
the type of expertise and thus knowledge, they do represent appropriate sources of
information, capable of providing information deemed relevant for the study.

The sudy is dso limited in taking to and obtaning an overdl picture of handful of
companies, mainly from the sustainability or communications department. While the in-depth
interview method used enables to gather information and the perceptive of a variety of
companies that operate in asimilar way, it restricts the study in terms of the ability to reflect in
an extensve manner on the dtuaion and activities, of one company specificaly.
Generdizations of the study are limited as well, again because of the number of interviews
conducted.

The report assumes that the companies have identified busness partners and business
customers as key stakeholders and that there is a channd of corporate communicetion
established between them. The assumption is based on an initid review of the companies
reports, where these particular stakeholders were in fact identified.

The geographicad scope is limited to companies, which dthough multi-nationa and having
operaiond dtes around the world, are headquartered in Scandinavia, namely Sweden and
Denmark. This gives rise to two different implications; it limits the scope to this region, thus
excluding perspectives from other areas in the world, which can vary due to business, societd,
political and culturd norms; yet it enables the sudy to come to a common set of conclusons
that are comparable and possible to aggregate.

1.5 Thesis Outline

Chapter 1 Introduction
As seen above, the generd background for the work is provided, the gods, research questions
and scope are set, limitations are discussed and the intended audience is specified.

Chapter 2 Methodology
Provides an overview of the methodology and itsjustification for the study.

Chapter 3 Theoretical Background: Corporate Social Responsibility and CSR reporting

Presents an overview of the theoretica background of the concepts and practices relating to
CSR and CSR reporting. It covers debates, controversid issues, current and future trends and
chalenges ahead. It dso provides an overview and discusses the stakeholders and audiences
for reports, their information needs and the way they use this information.

9
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Chapter 4 Theoretical Framework: Stakeholders and Communication

Presents the theoreticd framework for the study. Sekeholder theory and a CSR
communication model are discussed based on which a framework for data collection and
analysisis put forth.

Chapter 5 Main Findings
Presents the main findings of the study, summarized under a set of thematic sections, which
reflect the framework that was synthesised in Chapter 4.

Chapter 6 Analysisand Discussion

Anadyses and discusses the findings according to the theoreticd background and the
theoreticd framework. Based on the literaure, theories and empiricd findings, a set of
barriers and drivers for the readability of these reportsin the b-t-b context are identified. The
chdlenges and opportunities regarding the use of these reports in the context are then
outlined and discussed.

Chapter 7: Conclusion
Concluding remarks are made, and areas for future research are recommended.
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2 Methodology

This satian provides an oenviev d the methadd agy usad far thequdy. Theressrdh areais desribad, aswal
asthe research framework and the research strategy that were utilized in the study.

2.1 Literature review and research area

The literature review was conducted using books, journal articles, newspaper articles, company
annuds, corporate responsbility and sustainability reports, on-line resources and CSR related
websites. Focus was placed on the different elements that cover the research area.

As agtarting point, the concept of CSR itsdlf was at the centre of the review, focusing on the
theoreticd aspects, main contributions and the evolution of the definition of the concept, as
well as its gpplication in a variety of geogrgphicd and time contexts. In addition, the various
arguments for and agangt the concept
and gpplication of CSR were explored
in order to gather different stakeholder
views of wha CSR is, wha it can
achieve, and wha has been proven to
accomplish within the business world
and within society as awhole.

Next, the focus was placed in the area

of CSR reporting and communication

strategies, in respect to stakeholders. cs
Busness to business communication Cor.
and businesses acting as stakeholders
were then explored in order to gather
information of such activities and its
CSRrelated implications.

In order to develop a theoreticad

framework within which the collection Figure 2-1 Sherdtic rgresstetion df ressrch anc

of the information and the discussion literaturereview area

of the results is to be reviewed, journd

articles examining smilar topics were scanned, and based on those, two theories were picked,
having been deemed gppropriate for the conducted study. Sakeholder theory, & the centre of
organisationd responsveness to CSR reaed issues and communication theory with an
emphasis of CSR communication models and strategies towards stakeholders. Overdl, the
literature review enabled the study to focus and gain an understanding of the characteristics
that are of importance in firm and stakeholder communication.

Mgor keywords included: Capaate Saad Regpanshility, CSR anmunictian, CSR rgoating bt-b
amuncatian, apoae ammuniction dragjes arpaae draqy, dekddde thery, dakedde
reporting, and stakeholder engagement.

2.2 Research framework

The methodology congsts of an initid literature and scoping stage. The literature review was
conducted and the general goals of the thesis are described in order for the study to proceed.
11
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In the second stage of the thesis writing process, mgor companies within the Scandinavian
region were identified and subsequently contacted with the purpose of interviewing company
representatives dther in the CSR, investor relaions or communicetion departments, al of
which represent knowledgesable sources of information regarding the research questions. The
third stage of the thesisinvolved the actual gathering of the information, where in depth semi-
structured interviews were conducted through telephone conversations; the interviews were
transcribed and the information was compiled according to major themes and findings.

The fourth and find Stage of the thess was the review and anayss of the gathered
information, within the context of the theoreticd framework, the identification of issues,
subsequent challenges and opportunities, based on which concluding remarks are made.
Figure 2-2 outlines the flow of the research framework used throughout the process of the
thesis.

Stage One: Literature review, scoping, focusing, Establishing
aresearch problem area, setting goals and developing research
questions

Stage Two: Company and potential interviewee
identification and contact, through emails and phone calls.
Setting up interviews and appointments with contacts

Stage Three: Conducting interviews, collection of
information, transcribing of information, sense-making ,
redefining and re-adjusting research questions and goals
accordingly

Stage Four: Review and analysis of information.
Identification of barriers and opportunities and subsequent
recomendations leading to suggestions for future research

Figure 2-2 Major stages of the study
2.3 Research strategy

2.3.1 Type of study

The type of research undertaken in this thess is quditative. It is a combination of descriptive
and exploraory research, where efforts are placed in trying to describe the atitudes as well as
gpplication towards CSR reporting within the business-to-busness communication context
and try and gain an understanding in an areathat is not very familiar (Kumar, 1999). A cross
sectional gudy desgn was picked as gppropriae for the type of the study, since these types of
designs are characterised as being best suited for research aimed at finding out the existence of
a phenomenon and atitude towards a given stuation a a given time. They are useful as they
provide an overdl “picture” of the issue under question and dlow a descriptive andyss of the
issue, a one point in space and time (Kumar, 1999).

2.3.2 Research tools

The basic research consisted of gathering information from a variety of primery and ssndary
sources of data and combining both types leading up to the findings of the study (Riley, 2000).
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The research tools utilised for the secondary sourcesis the literature review and company CSR
reports. For the collection of primary data, semi-structured interviews, where flexibility in
terms of structure, contents and questions is guaranteed within the framework of ten to twelve
working questions. Open-ended questions were used in the interviews. In some cases, the
questions were sent to the interviewee beforehand as requested, and in some others, they were
directly used during the actud interview. Please refer to Appendix B, for the questionnaire
used in the interviews.

Interviews were chosen as a means for gathering information because they are more
gopropriate for complex gtuations, they are useful to collect in-depth information, the
collection information can be supplemented and it enables complex questions to be better
explaned and expanded during the interview according to the receipt and response of the
interviewee (Kumar, 1999). There are aso disadvantages such as time-congraints, the quaity
of the data might not be consstent throughout dl the interviews since it depends on the
persond interaction achieved as well as the ability of the interviewer to probe for questions
and subsequently get answers. There is ds0 the possbility of interviewee bias as well as the
introduction of bias from the interviewer (Kumar, 1999). Nevertheless, this research tool was
deemed the most gppropriate for the study. Conscious efforts were made to minimize the
possible negetive outcomes mentioned above, by careful phrasing of questions, and avoiding
leading the answers.

Following the initial interview, certain questions were removed, modified, expanded and better
aticulated according to the responsveness level of the interviewee, thus postively
contributing to the following set of interviews that were then conducted. The overdl
secondary data collection process can a best be characterised as ongoing and dynamic, where
improvements were made as opportunities arose. Interviewee privecy was guaranteed and
permission was asked for them to be included in the list of companiesinterviewed.

In depth interviews were conducted with one person form each of the following four
companies:

e Danisco: A globd supplier of food ingredients, sugar and industrid bio products.
Based in Denmark, they have 9,700 employees in over 47 countries. Their products
enter other companies product chans, products such as ice cream, cheese, bread,
detergents, feeds, toothpaste and plastics (Danisco, 2007).

e Novo Nordisk: A globd hedthcare company, with an emphasis on diabetes care,
which manufactures and sdlls pharmaceuticd products. Headquartered in Denmark,
they have 26,000 employees in 79 countries. Their products are sold in 180 countries
(Novo Nordisk, 2007).

e Treleborg: A globd indusrid group that is involved in advanced polymer
technology. Based in Trelleborg, Sveden, they have 25,000 employees in over 40
countries. Their products are used for industrid purposes, and can be generdly
categorised as some that go in the supply chain of some of the following industries:
automotive, construction, marine, offshore oil and gas, transportation and machine
tools (Trelleborg, 2007).

e Atlas Copco: A globd industrid group, based in Sockholm, Swveden. They develop
and manufacture industria tools, compressed air equipment, construction and mining
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equipment, assembly systems, and offer related service and renta. They have 33,000
employees and manufacture products in 20 countries (Atlas Copco, 2007).

In addition, a CSR consultant, specializing in working with companiesin establishing CSR and
CSR reporting programmes was interviewed, in order to gather some externd viewpoints to
the companies.

Thelist of the interviewees and their positions in the companies is described in Appendix A.

2.3.3 Theoretical framework

The theoreticd framework uses two theories that are deemed relevant to the study conducted.
They are used in order to support certan assumptions, atribute certan qudities to the
stakeholders in question and provide a theoretica foundation for the data collection and
discussion of the findings of the research.

The two theories used are: stakeholder theory and communication theory, with an emphasis
on a CSR communication mode. The stakeholder theory is a theory often used in the field of
CR. It provides the framework within which organisations operate with internd
organisationd actors as well as externd entities (Friedman & Miles, 2006). Communication
theory is a wide theory that encompasses many different areas of research. Communication
strategies devel oped within the field of CSR and CSR reporting is focused on; the one selected
has stakeholders and stakeholder relaionships as a core dement to it (Morsing & Schultz,
2006).

The theoretical framework will be discussed in detail in Chapter 4.

2.3.4 Data analysis

The gathered information from the secondary sources - the company reports - as well as the
data from the primary sources - company and expert interviews - were first aggregated
according to the research components, which were developed based on the theoretica
framework. These will be discussed in Section 4.4.

While al interviewees granted disclosure of names and companies, some in terms of
associating statements with their specific companies made reservaions. In addition, the
purpose of the study being to inquire about a genera Stuation and provide an overview, and
not necessarily point out which company says what, findings are reported in a generd manner
that reflects common answers and interesting points of discusson, that contribute to
answering the research questions.

The interpretation and discussion of the findings is conducted according to the theories and
the literature review materid. It is presented according to mgor aress of discusson, which are
organised according to the research questions. Based on the findings and the discussion, the
challenges and opportunities for b-t-b CSR communication through reports are identified and
discussed.
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3 Theoretical Background: Corporate Social
Responsibility and Reporting

Thissation fird presants the therdica badkgaund o the anagats and pradticess rdating to Capaate Sadd
Regposihility (CSR), the dfferat dreams o thougt, possble dirations the anagat mridht takein thefuture
al d whidh gweriseto dffeat inpictions regprdng arret and future CSR aammuniatian dfarts 1t then
prasseks by fausng an CSR repating wharethe arpaate ammuniatian dfats regprdng CSR pradics are
autlined and dsuss. 1t andudes by dsussng dekendders and audenas fa rgpats Thesediditly diffeent
v interdatal aress are dsussal in ada to provde the reeda with rdevant information far the beter
under standing of the discussion part of the thesis.

3.1 The business case for CSR explored
3.1.1 The debate over CSR

3.1.1.1 Different approaches

In many respects, CSR is a product of indugtridisation and more recently of globdization.
Changing naturd, socid, politicd and economic environments have dl contributed into
shaping the concept over the past decades, leading up to our current understanding of what it
is and how it can be gpplied (May, Cheney, & Roper, 2007). While it is argued by many tha
CSR is now wdl founded as a substantid force within the business world, driven and
supported by companies themselves, there still remains a debate regarding the direction that
CR should and can take for its current gpplication form and more fundamentadly in respect
to itsfuture (May et a., 2007).

Thereis a sat of different gpproaches to CSR that have been outlined in the literature. Some
cite that the greater framework to which the concept of CSR belongs to is that of “behaviour
towards ethica and socid issues in business management” (Windsor, 2006). The concept is
not done. A variety of theories such as stakeholder theory, corporae socid performance,
sustainable development, corporate citizenship4, corporate governances and business ethics
exist and are dl inter-related; giving rise to a variety of possble interpretations of CSR
(Windsor, 2006).

The following are a set of three main gpoproaches to CSR, which are indicative of the types of
arguments that ensue given the main standpoint in each.

41s defined as a business corporation considered in terms of its responsibility to society as awhole, with
expectations for its behaviour. From:

5|s defined as the way in which companies are managed and organized, ensuring in particular that the interests of
shareholders are given sufficient weight. From:
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Table 3-1 Three approachesto CSR

Approach Characteristics

The business - Caroll’s modd of CSR frames business responsbilities into

and  society four components: economic, legal, ethical, discretionary

approach - Focus on trying to make profit and be a good corporae
citizen and this show responsibility towards society as awhole at the
sametime

- It relates to: corporations operae within society and are
dependent on it, so there needs to be aform of responsibility

The economic Separation of social and economic functions

approach - Basic respongbility of profit maximization, and then other
forms of additional responsibility
- Profit-oriented form of CSR
- Friedman: “the business of business is business’; < make as
much money as possible while conforming to the basic rules of the
society, both those embodied in law and those embodied in ethicd

customs”
The - While maximising profits, stekeholders are affected by
stakeholder corporate activities> stakeholder approach
approach - The corporation is “a set of interrelated, explicit or implicit

connections between individuals’ and or groups of individuas”
- Corporations are responsble in responding to the interests
of stakeholder, at avariety of levels and degrees

Source: (Sriramesh, Wee NG, Ting Ting, & Wanyin, 2007)

The gpproaches are not mutudly exclusive, and one can find common dementsin dl, such as
the acceptance that the core role of businesses is to operate within societd systems by making
profits. What differs is the extent of the additiond set of responshilities towards society tha
each approach advocates.

The busness and sudy aporaadh relates to the resource-based view, which implies that since
companies are dependent on societd resources, such as human and naturd capitds, they thus
have a responsbility to ensure that the sources of those capitds are maintained, for their own
well-being.

The exmamic gopraadh mainly focuses on the core role of businesses of making profits; citing
that focusing on anything other than profits for shareholders, would be an act of irresponsible
business behaviour on their part. It advocates the separation of socid and economicd factors.
It doesn't necessarily say that companies are not responsible towards society, but ther
responsibilities should never intervene or compromise with their profit maximization goals.

The dakddde gorcadh, views the firm as pat of a microenvironment, within which it exits
and operates. It utilises the socid contract theory, where firms have an unofficid socid
understanding that they are dlowed to operate within society and use resources, but in return
they have to provide society with positive contributions and ensure that al stakeholder needs
are satisfied. This reflects back to the companies’ persond well-being, due to the positive re-
enforcement and support they receives from stakeholders (Sriramesh et a., 2007).

This thesis focuses on the stakeholder gpproach to CSR, and considers the assumptions put
forth in this specific approach as the basis for the study.
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Paine (Paine, 2003) in her book Vdue Sift, incorporates eements from the above mentioned
goproaches and sets forth a set of business as well as one normative argument for the
adoption of CSR.
The “business case” is motivated based on the following four benefits that may arise for a
company:
e Rik managamat, since it provides companies with the ability to prevent and manage
CSR related crisis
e ‘Limne to queate’, sSnce civil society, when in good terms with corporations, can
provide companies with legitimacy and acceptance that ultimaely enables them to
operate more easily and effectively within a given context
e Make patioing which relaes to establishing and maintaining a competitive
advantage within amarket, based on a CSR performance and profile, and
e Hidw erpoee rdaetin ad bdte aganistiad fundianiing which relates to companies
being able to develop desrable and attractive workplaces and cultures to atract and
maintain qualified people.

There is one normaive argument put forth as well, which the author beieves dso can
contribute for the case of CSR, which is an intrinsic organisationa drive to act responsibly
towards society (Paine, 2003).

In practice, it is often the combination of the business as well as normative arguments that
drives the adoption of CSR by corporations (Morsing, Midttun, & Palmas, 2007).

Taking a step back and looking a CSR within the wider context of Sustainable D evelopments
(D), the “budness cases’ for both concepts shae smilarities. The following table
summarizes the two, with the common elements that can be observed, put across each other.

Table 3-2 The business cases for CSRand SD

Business case for CSR (Paine, 2003) Business case for SD (Wade, 2006)
Risk management Reducing financia risks

Reputation enhancement

Maintaining licence to operate Reducing costs through efficient use of
materials and energy
Seering the portfolio for the future

Market positioning anticipating new  socidly  and
environmentally responsible markets
Attracting more royal customers
Influencing product and service
innovation

Higher employee retention and Attracting and motivating employees

better organisational functioning

Source: (Paine, 2003; Wade, 2006)

6 Qugtainable development as defined by the Brundtland Commission is: development that ’meets the needs of the present
without compromising the ability of future generdions to meet ther own needs” For more information:
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The interreationship between the two business cases indicates that CSR can be viewed as one
of the tools for the gpplication of the concept of D a the firm level. The set of common
themes that are observed, relate to the same principles of managing risk, enhancing reputation,
maintaining a licence to operate, be pro-active in terms of future markets and improve
organisational functioning by managing relationships with employees better.

3.1.1.2 Framing the debate

Framing the discusson of CSR has been another important step, which has enabled the
debate to be constructed with a multitude of layers.

Windsor (2006) has put forth adiscussion framework for the debate by centering the concept
of CSR at the heart of two major opposing directions:
e Prioritised responsibilities towards stakeholdersvs. shareholders;
e The mgor externd force of influence that determines corporate behaviour, that of
markets vs. governments
Depending in the affinity to either one of these, the concept as well as practice of CSR seems
to take different directions and subsequently give rise to different resullts.

[ Stakeholders ]

Superior ethical

Economic behavior,
performance Ecological

. performance,
(goods, services, Business

jobs) philanthropy

sthical duties)

: Corporate
Businesses Social Gnve.rnments
(Managers) Responsibility (Public goods)

Financial
performance Legal compliance
{fiduciary (legal duties)

responsibility)

[ Shareholders ]

Figure 3-1 Schematic representation of the framework of the debate (Windsor, 2006)

The dekdddas s dardddas debate reaes to the primary duty and responsbility of a
corporation as a private profit making entity to either focus on share owner wealth creation, or
place more importance on the cregtion of socid benefits for society as a whole (which some
would say aso contributes to greater shareholder wealth) (Windsor, 2006).
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CR programmes are not valid and lack legitimacy, because they tgp into shareholders money
in order to contribute to stakeholder well-being. They are a didraction to the core of
businesses, which is to operae profit making organisations and contribute to shareholder
wedth. Yet, it can be argued tha CSR does not advocate philanthropy in expense of
shareholders, but encourages companies to prioritize. First and foremost come shareholder
and investor interests, which sustain a hedthy company, which is in its turn necessary and
beneficia for society. By prioritisation of stakeholders, in terms of stakeholder importance and
interest, companies can identify win-win stuations where investing company and shareholder
money can lead to company as well as CSR benefits (“The next question,” 2008)

On the other sde of the debate, the issue of merkds\s goanmats the opposing tendencies
relae mainly to who should determine and regulate corporate behaviour and in this case CR
behaviour. Are market forces strong enough to provide short-term as well as long-term
financid incentives for companies to adopt and maintan CSR, or a regulatory framework
where there is the combined use of public policy and crimind laws that would create a better
and more effective framework of operation for such programmes?

It isargued that efforts spent on establishing and maintaining CSR programmes are diversons
that only promote the erosion of responsbility on the behdf of governments tha have the
primary responsibility of setting and enforcing the rules of engagement in the regulatory and
public policy setting. The propagation and support of this behaviour ssemming from a variety
of stakeholders, including NGO’s, lobbyists and at times governments themsalves has a strong
driver behind it, since private companies tend to respond to such demands faster, and a the
same time governments tend to take advantage of the stuation and let these pressures be
exercised on private organisations, thus establishing a burden sharing relaionship. Opponents
of CSR tend to criticize this behaviour as being irresponsble and state tha in democracies,
elected governments should bear the respongbility for such activities (“The next question,”
2008). On the other side of this argument, Since governments often times fail in practice, such
as in the case of the Kyoto protocol for example, it is up to private companies or industries to
make up for tha falure, by committing themsalves to carbon emissions reduction targets,
since they are major contributors themselves.

It can dso be argued tha private sector involvement and burden sharing strategies could be a
means to initiate, or support, efforts aganst corruption and the promotion of transparent
behaviour within the private, as wel as public spheres. This process then empowers
governments and puts them in a position of legitimate authority cgpable of effective rule-
setting for law and policy implementation.

This debate itself is sometimes attributed as being the root cause of ineffectiveness of many of
the CSR programmes established; efforts tend to pin business and societa goas against esch
other rather than integrate them, and they encourage companies to think CSR in generic rather
than specialized ways (Porter & Kramer, 2006). This meansthat it is not necessarily by pinning
one against the other that the decision of how to best do it will come about, but rather coming
to terms that it is the integration of edements from al aspects that need to be considered in
order for CSR to succeed in practice.

3.1.2 CSR in Scandinavia

Snce dl the companies included in this study are from the Scandinavian region, a brief
overview of CR in Scandinavia is interesting to discuss, since it can provide a cultura
context.
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There is a Scandinavian model of CSR that has emerged based on certain cultural, political and
societal values that Denmark, Sweden and Norway seem to share. Based on these values, these
three countries have been clustered together as having the following qudities relating to work
behaviour: vaue towards collectivism, power sharing and participative modes of decison
making that badcdly characterise the leadership style in dl three. These result to fla
hierarchies, project management and a high leve of employee involvement and didogue
(Morsing et al., 2007).

Looking at their sustainability performance, Nordic companies tend to integrate rather than
separate sustanability and profitability issues by making sure tha there is some sort of an
dignment between CSR initiatives and profit making strategies. While there is an interest and
goplication of CSR based on profitability, it is argued that, this interest has only recently
sarted to be driven by the “business case”, and that so far, the normative case of “doing good
because that isthe responsible thing to do” was the dominating driver.

On the communiceation front, since the countries are characterised by characteristics of strong
negotiation and didogue forming behaviour, even with low incentives. Based on perceived
demands there is a high responsiveness level for these companiesin implementing CSR related
programmes. |n addition, given the size of the economies, responsiveness to newly emerging
demands, international standards and regulations is fast and effective. These factors, even
though week a times, are the main drivers of CSR programmes within this context (Morsing
et d., 2007).

Currently, ahigh level of discusson and debate is emerging, in the media, academia as well as
internally within organisations. The following set of traits are identified as being of importance
within the Scandinavian context which are expected to contribute postively to the
propagetion of CSR: “agenerd competence in didogue, critique and negotiation; awillingness
to engage; and a broad sense of trust are culturd traits sought in the quest for increasing
sengtivity toward avariety of stekeholders” (Morsing et al., 2007).

The outlined trats of engagement, didogue, critique and negotiation dl relae to the core
question of this study that is focused on communicative action between stakeholders.

3.1.3 Challenges and the way ahead

3.1.3.1 Which direction to take?

While efforts have focused on researching and improving the application and practice of CSR
initiatives, different suggestions have emerged, chalenging the direction that CSR will take in
the future.

On one end, there are cdlis to link CSR to dedqomat, arguing that internationd and nationd,;
governmenta as well as non-governmentd efforts have so far been largdy ineffective in
achieving substantid postive contribution to poverty dleviation, public hedth and food
security issues. Private corporaions, often having more monetary, human and physicd
resources as well as power given market and positioning , can pave the way for effective, long-
term development efforts that can redly make a difference (Hopkins, 2007; Sharma & Sarik,
2003). While this concept is newly emerging and is being contested on many different grounds
tha mainly relate to the over-expansion of the firm’s role, one can notice the “business and
society” and “stekeholder” approaches embedded in the concept; since corporéions are
dependent on societies in terms of resources, and since they are inherently able to be more
responsive a afaster rate, development can and should become part of their business agenda;
since healthier societies entail more stable source of resources for them in the future.
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Another trend is represented by the continuous efforts of academics and practitioners to
strengthen the relationship between prditaality and CSR. This is manifested in the success of
the “business case” for CSR, which is essentid for the acceptability of the concept by privaie
organisations. While the relationship has been established, studies have proven that the
“profits” and benefits to be made ssemming from CSR are to a certan extent margind and
might only redly make a difference in terms of profits in the long-run (Shama & Sarik,
2003).

Another aspect that is dso being explored relates to the mgor cdl of integatian and digyat o
CR pragammes with arebusness drategjes While corporate governance has been usudly cited as
being rather separate from socid and environmentd responsbility, with the emergence of
Socidly Responsble Investment” (SRI) funds and company screening by investment firms
based on CSR performance, the integration of the two, or rather the incorporation of
consderations regarding the two seem more and more probable. Corporate governance
reforms could dso contribute to establishing and maintaining a synergistic relation between
CSR and economic viability (Deetz, 2007).

In addition, there is a growing trend of promoting CSR programmes and activitiesin Small to
Medium Enterprises (SVIE’s), which has been lacking so far. Currently, the vast mgority of
companies that are active in the CSR fidd are big corporations. SVIE’s represent a good
opportunity for the promotion of CSR and CSR reporting because they in fact represent a
maor part of the economy in industridised as well as developing countries. Drivers for SMIE’s
to adopt CSR can be smilar to the ones that encourage corporations to do so; enhance
reputation, customer retention, responsiveness to pressures from banks and insurers, cost and
efficiency savings, networking opportunities, and product/ market development (Grayson,
2006).

3.1.3.2 How deep to go?

CR programmes are gated that in the future will be viewed much like today, on a continuum
which ggnifies the degree of commitment and style of adopting and implementing them by
industries as a whole as well as specific companies. The continuum is viewed a certain
instances as one ranging between two mgor end points. promotiona progranmmes and
institutionalised programmes.

Ingtitutiond programmes tend to emphasise on the comprehensiveness of the initiative, the
inclusion of dl stakeholder groups and the programme being an active part of the entire
organisation’s activities that is capable of generating policies that support different stakeholder
positions (Pirsch, Gupta, & Grau, 2007). Promotiond programmes & the other end of the
spectrum do not have the broad stakeholder approach, and are mainly characterised for
implementing CSR programmes for short term product sdes incresses and PR initiatives
(Pirsch et d., 2007). Some have outlined the continuum in a more detailed manner, staing
different levels of commitment and action. The following diagram summarizes the continuum.

7 Socialy Responsible Investment is an investment strategy that screens potential investments according to financia aswell as
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CSR Lite C5R Compliant CSR Strategic CSR Integrated CSR Deep
Promotional Institutionalised
Programmes Programmes

Figure 3-2 CSR programme continuum adapted from (Pirsch et al., 2007) and (Srandberg, 2002)

The continuum represents the strategic possibilities that are available for firms in terms of
what kind of programmes to adopt. The different options give rise to the different levels of
commitment that corporations have the possbility to adopt, according to their market
position, straegic planning, management decisons as well as core business strategies and
goas. The choice between the different types of programmes available, can be indicative of
the type of dtrategic planning they have adopted; whether they view CSR as an immediaie
short-term profit oriented tool to manage stakeholders, hence being on the CSR Lite or
Compliant d9de, or a long term, company vdue contributing, stakeholder reaionship
management tool, thus being placed on the Integrated, Deep side (Strandberg, 2002).

3.1.3.3 Voluntary or mandatory?

The trend for the future seems that programmes are to reman voluntary but disclosure to
become mandaory. For companies belonging to the World Business Council for
Qustainability, reporting on socid and environmentd performance is now a requirement
(Lawrence, 2007), and some governments in Europe such as Denmark, have taken steps in
making reporting a legd requirement (Kolk, 2005); but for most cases, reporting till remains
voluntary.

The role of the government then becomes of interest. There is a belief that governments will
a a minimum encourage CSR adoption through means such as information exchange
networks, support for networking and cooperative action. The disclosure of CSR performance
will take centre stage, with governments requiring, with a likelihood of third party verification
or assurance as part of the scheme. Trangparency and subsequent accountability through
communication requirements, as adriver for better socid and environmentd performance can
be singled out as a key future trend (Strandberg, 2002). With reporting possibly becoming
mandatory, the direction which reporting is to take becomes of importance on the
communication front.

3.2 CSR reporting and corporate communication strategies

3.2.1 Reporting as a means of corporate communication

Corporate CSR communication has been widdy established as being of importance in
enhancing corporate reputation, contributing to managing reputation risk and establishing as
well as maintaining better employee and stakeholder relaions (Smith N Craig, 2003; Morsing
& Schultz, 2006; Kolk & Pinkse, 2007). It is an essentid part of any CSR progranme, where
information dissemination and stakeholder communication is key.

Reporting is defined as “the practice of measuring, disclosing, and being accountable for
organizationad performance while working towards the god of sustainable development. A
sustainability report provides a badanced and reasonable representation of the sustainability
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performance of the reporting organization, including both postive and negaive
contributions”’ (GRI, 2006).

Srategic corporae CSR related communication can be conducted through various forms of
media press releases, on-line staements, written statements, PR exercises and activities,
presentaions, consultations, briefings, and CSR reports (Line, Hawley, & Krut, 2002). All
these represent different means of communication that companies may employ in order to
convey messages to their stakeholders.

Focusing on reports, which are discussed under the umbrella of CSR reports in some of the
literature (Reynolds & Yuthas, 2008), as well as in this thess, there are a variety of different
publishing styles that are available for companies to chose from.

The table bdow summarizes the mgor types tha ae found across regions, sectors and
companies, with a brief description of each type.

Typeof | Sustainability Corporate Environment | Social CSR part of
report Reports (SR) Responsibility | Health and performance | Annual
Reports (CR) Safety (EHS) | reports Report
reports (AR)
Qualities | - Reflects on - Reflects on - Focuson - Only - Shorter
social, social, environmen include versions
environmental environmenta tal, health social of SR,
and economic | and and safety performan published
performance economic issues ce as part of
- Also referred performance | -  Social issues informatio AR
to as triple - Greater focus mainly n - More
bottom line on corporate relating to - Not integrated
reporting governance employees common and
- Encouraged by and reflecting
the emergence responsibility financial
of GRI informatio
guidelines for n
reporting

Source: (Kolk, 2004; Line et al., 2002; KPMG, 2005)

Currently, the most common types are Sugtainability Reports (SR), driven by the GRI
guiddlines and the promotion of triple bottom line reporting style initiatives. There are dso
Corporate Responshility (CR) reports as well as SR that are published as part of the Annua
Report (AR). SR and CR are smilar in scope, yet CR tends to focus on corporate governance
issues and behaviour as well as environmenta and socid performance. SR’s published as part
of AR’s is more concise, and tends to be integrated with financid information, thus making
their format different (Line et al., 2002; Kolk, 2005). This givesrise to implications in terms of
intended audiences for each of these reports, which will be discussed further down in Section
3.3.

Internet based publishing of reports is on the rise, with printed maerid ether being
completely phased out or an executive summary of the report being actudly printed (Line et
al., 2002). With this trend, the publishing and dissemination of the information becomes faster
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and available globdly, to interested parties, who would tend to seek out such information on
the internet.

Style wise, reports can vary according to sector and geographical context; some being designed
according to stakeholder groups and their interests as identified by the companies or
according to mgor issues and areas of concern that emerge according to the type of
operations of each company (Lineet al., 2002; Kolk, 1999).

According to the different types of communication undertaken by companies, different
stakeholder reactions and perception have been reported as being common. Morsing and
Schultz (2006) identify the differences between perceptions of stakeholders regarding
information presented as part of corporate advertisng and corporate releases, as opposed to
“minima releases,” where the information is presented as part of an annud or sustainability
report. Non-conspicuous communication, which is tha of CSR reports, is suggested to
increase the legitimacy of the CR information as wel as of the company in the eyes of
stakeholders. The importance of CSR reports lies in ensuring that companies are able to
communicate effectively and a the same time ensure that their legitimacy is established and
protected on the long-run (Morsing, 2006). Increased legitimacy of reports, in terms of the
information they present, reflects postively on the ability of the company to build and
maintain a positive company and brand reputation and manage it accordingly.

3.2.2 The development of environmental and social reporting

Trends in terms of the types of reports published are indicative of a sgnificant increase in
triple bottom line style reporting. As opposed to 2002, when 70 percent of global and national
reports of the Globd Fortune 250 companies (G250)2 were of EHS type, in 2005 that
percentage was shifted down to 13 percent, while triple bottom line reporting increased to 70
percent (KPMG, 2005).

Sustainability Environmental Environmental Social
and Social Health and Safety

B 005
B 2002

Figure 3-3 Typss d CSR reoats pubdished by the Gldoal 250 in
2002 and 2005 Source: (KPMG, 2005)

8 The Globd 250 ae the top 250 companies of the Fortune 500. For more information:
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Overall, the trend shows a clear decrease of interest of companies to publish EHS type
reports, and a sharp increase in publishing reports that reflect environmentd, socid and
financid information (Kolk, 2004). The emergence of “triple bottom line” reporting is
substantiated by the need to track, measure and manage performance that relates to
environmenta, socid and financid activities, which ultimately represent an expansion of the
traditional company accounting and reporting framework, into one that needs to reflect on
therr activities in such a manner (Elkington, 2006, Lawrence, 2007). Even though & this
current stage, separate CSR reports are the most common types in most of the countries,
KPMG reports that there has been an increase in the number of companies that are now
integrating these reports into their AR (KPMG, 2005).

Although there are clear differences between countries and sectors in terms of reporting
freqguency and content, reporting has overdl increased in European countries and is
continuing to rise, while in countries such as the US, where reporting was clearly on therisein
the 90's, ahead of their European or Asian counterparts, it has started stabilizing (Kolk 2004).
According to KPMG, Jgpan and the UK arein the lead of countries publishing separate CSR
reports, while overdl, in countries such as Itay, Spain, Canada and France, CSR reporting has
increased by two-fold, from 2002 to 2005 (KPMG, 2005).

Trends in terms of publishing by sector show tha the maor increases in reporting have
occurred in the financia and insurance sector, which have traditionaly been characterised as
lagging behind. Other mgor reporters are the trade and retail as well as metds, engineering
and other manufacturing sectors (KPMG, 2005).

Looking a the future of reporting, on the socid front, one of the most important
contributions to the socid responsbility arena is expected to come through the planned
rdease of 1S09 26000 series; the Internationd Sandards Organisation’s set of socid
responsbility standards which are currently in the making. With the planned release date of
2010, they could prove instrumenta in redefining the way the socid performance of a
company is assured, measured and reported. Nevertheless, the sandards are st to be
voluntary, without any requirements thus not being able to give out certifications. Their am is
to provide guidance and work in conjunction with other guidance and legidative text such as
that of the Internationa Labour Organisation? (ILO) (Internationd Sandard Organisation,
2008).

3.2.3 Drivers and barriers for CSR reporting

In practicd terms, Kolk has outlined reasons of companies for voluntary reporting and not
reporting; they can be identified as semming from a variety of sources, reflecting internd
company attitudes and organisational policies, as well as external influences.

Table 3-3 summarizes the main reasons.

25


http://www.iso.org
http://www.ilo.org/global/lang--en/index.htm

Sarine Barsoumian, I11EE, Lund University

Table 3-3 Reasons for reporting and non-reporting

Reasonsfor reporting

Enhanced ability to track progress aganst
specific targets

Fecilitating the implementation of
environmental strategy

Gregter awareness of broad environmentd
issues throughout the organisation

Ability to clearly convey the corporae
message internally and externally

Improved dl-round credibility from grester
transparency

Ability to communicate efforts and standards
Licence to operate and campaign

the

Reputation benefits, cost savings
identification, increased efficiency, enhanced
busness development opportunities and
enhanced staff morale

Reasonsfor non-reporting

Doubts about the advantages it would bring
to the organisation

Competitors are neither publishing reports

Customers (and the generd public) are not
interested in it, it will not increase sales

The company dready has a good reputation
for its environmental performance

There are many other ways of communicating
about environmental issues

It istoo expensive

It isdifficult to gather consistent data from all
operations and to select correct indicators

It could damage the reputation of the
company, have legd implications or wake up
‘deeping dogs (such as environmentd
organisations)

Source: (Kolk, 2004)

These reasons emerge due to a variety of drivers and bariers tha that are identified in the
literature as providing ether favourable or a non-favourable conditions for companies who
may or may not chose to report.

Drivers can be internd or externd to the organisation and ether work synergisticdly or
separaely. They dso vary across geographicd areas and culturd differences have dso been
attributed as being contributing factors (Kolk, 1999). The following are some of the mgor
driversthat can be observed across sectors and countries:
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The promotion of voluntary guidelines: In many countries, voluntarily adopted
guiddines are the only type. Voluntary guidelines have been prominently encouraged
a the EU levd, as well as in countries such as Jgpan. They can be issued by
governmenta bodies, such as the Ministry of Environment or Ministry of Trade and
Economy (Japan) or non-governmental bodies such as the widely used GRI guidelines,
where industry involvement is also prominent (Kolk, 2004).

Securing and enhancing reputation is has been identified as the prime motivator
for reporting for many of these companies (Pleon, 2005; Middlemiss, 2003).

The establishment of regulatory reporting requirements: In many countries,
reporting on environmenta performance is mandatory. In Denmark and Sveden, the
two countries where the companies in this study are located, it isalegal requirement to
have a section on reporting on environmenta issues in the annud report. In Denmark
since 2001, while in Swveden since 1999. Some other countries such as France, have
adso included socid performance reporting dong with the environmentd aspects as
pat of the legd requirements to be included in the annud reports (snce 2002) (Kolk,
2005). Legd requirements not only drive reporting as a whole, but given the legd
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implications, they are dso identified as important drivers for the quality improvement
of reports.

Media and ranking institutions: The emergence of ranking ingtitutions and the
media attention that companies end up getting due to them has dso been a recent
driver for increased and better reporting. Ranking initiatives such as the Dow Jones
Qudanability Index or the FTSE4Good Index Seriest and Fortune's2 <10 most
accountable big companies” (which reflect more on socid performance) have dl
motivated big corporations to further improve their reporting initiatives. ustainability
rankings have aso been atributed in contributing to providing key information to
investments and lending decisions (WBCSD, 2001), which mainly relate to shareholder
activism and market demands which are discussed below.

Market based drivers. Market based drivers such as the emergence of socid and
ethicd investment funds, or the practice of Socidly Responsible Investment (SRI) can
dso be identified as drivers. These practices have dso leed to an improved
incorporation of socid and environmenta performance information into that of
financial, fulfilling calls of integration (Kolk, 2008), (Solomon & Lewis, 2002).

Stakeholder and shareholder activism: Increasing stakeholder and shareholder
demands, which have been fudled in their turn by corporate governance as well as
environmenta related scandds that have been widely covered in the media as well as
in academic circles, have played an important role in the promotion of reporting. It
mainly goes back to an increased expressed demand for wider accountability and
trangparency, which trandates into more and better reporting. Fulfilling stakeholder
and shareholder demands, has been an key objective for many corporations, who have
corrdlated reporting with risk management, mantenance and enhancement of
reputation and maintaining legitimacy and licence to operate (Knight, 2007).

Barriersto CSR communication can a so be traced back to be stemming from similar sources.
They have been characterised as inherent, due to the fine nature of corporate CSR messages,
which can be under the scrutiny of the public for many reasons.

Public cynicism: the credibility of socid, environmenta and ethica issues is often
put in question within the wider context of society, driven by wide spread public
cynicism of company motivations behind the reporting efforts (Sriramesh et a., 2007).

Credibility issues: in order to mantan credibility, the efforts tha companies
undertake as reflected in ther reports, have to be reflective and fitting to their brand
image. Their corporate behaviour overall hasto be consistent aswell, in order to avoid
the risk of being branded by the media and the generd public as prime examples of
unethical behaviour (Dawkins, 2005).
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o Different stakeholder needs: the barrier to overcome here is ensuring that different
stakeholder audiences, having different information needs, with different expectations
of companies and responsivenessiis satisfied (Dawkins, 2005).

3.2.4 Guidelines for reporting — the Global Reporting Initiative

There are avariety of initiatives that have been established in order to provide companies with
reporting guiddines. Sandards are sought to assure the qudlity, consistency, comparability
and usefulness of disclosures.

Following is a listing, in chronological order of some of the leading examples in the fidd of
environmental and socid reporting (relating to communication) and auditing (relaing to
verification):

e EMAS; European environmental management and audit

e |SO 14001, international, environmental management certification

e SA 8000; Socia Accountability International labour standard

e Copenhagen charter; international standard that involves stakeholder communication

e Globa Reporting Initiative (GRI), international sustainability reporting guidelines
(Reynolds & Y uthas, 2008).

The GRI guidelines, which have gained world-wide support, are currently used the most. They
are aso the most relevant for this study, since all the companies interviewed follow these.

The Global Reporting Initiative guidelines

Edablished in 1997, the Globd Reporting Initiaivers (GRI) is an internationd, multi-
stakeholder gpproach-based initiative that ams to provide a set of universdly applicable
reporting guidelines tha cover economic, socid and environmenta performance. It
incorporates the paticipation of a variety of stakeholders, such as NGO’s, corporations,
accounting organisations, business associations, labour organisations and academics among
others for the development process of the guiddines. The framework used for the reporting
places an importance on the ability to establish comparable reports, but & the same time is
flexible enough to enable organisation to adapt the reporting according to their own practical
congderaions. Flexibility is assured by the provison of sector supplements that enable the
“gandard” to be gpplicable according to each company’s operationd context.

In order to define the report content, companies are asked to look at the following areas:

e Materiality; represents wha the company thinks it should cover in its reporting
effort. It refers to the efforts that companies should place in identifying and
prioritizing the relevant environmentd, socid and financid issues that specificaly
relate to their operations. The identification and prioritization process is important
since it determines the type of information that is important for each company to
cover, and thus points out the indicators that the reporting effort should focus on
using. Based on materidity, issues are weighed relaive to each other, with the most
important ones requiring more attention and coverage (GRI, 2008).

e Stakeholder inclusiveness; represents what stakeholders think is important to be
covered in the reporting initiaive. It refers to the identification and prioritizetion of
stakeholders of interest for the companies, whose concerns and expectations are to be
addressed with the report (GRI, 2008).

..............
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e Sustainability context; represents the efforts required by the companies to
contextudise their reports and reported performance within the wider framework of
sustainability. This is deemed important, since the reporting initigtives are essentidly
established in order to understand past, current and future company operations and
how they have failed or aim to contribute to the sustainability of their business, aswell
as society. The contextualisation effort isimportant, since it enables companies to view
themsdlves as part of a bigger picture, which isin a way necessary in order to assess
their operations and goal s within the wider context of society (GRI, 2008).

e Completeness; refers to the coverage level of the issues of concerns and relaied
indicators. It specificaly relates to the scope, boundary and time eement of the
reports. The scope, refers to the different sustainability topics covered in the report;
the boundary to the different entities whose impacts on the company have been
covered and included in the report (subsidiaries, joint ventures, sub-contractors); and
the time dement refers to information in the report to relate to a specified time frame
which is agreed upon (GRI, 2008).

Sakeholder inclusiveness is of specid interest for this study, as it reflects to the motivation
behind the choice of companies to ether target fellow businesses with ther reports and thus
decide to either use these reports as part of their b-t-b communication efforts.

The guiddines outline the following set of specific consideraions, when referring to the
stakeholder inclusiveness area;

On stakeholders and audiences:
The guiddines define stakeholders as entities that are affected or can affect an organisation
and its related operations. It specifies, tha the “reasonable expectations and interests of
stakeholders are a key reference point for many decisons in the preparation of the reports,
such as the scope, boundary, goplication of the indicators, and assurance gpproach” and are
to be met. And it is advised to remember that not al stakeholders will be interested in using
the information, and thus the baancing the type according to the main audience of the report
is of importance.

On stakeholder engagement:
Sakeholder engagement tools such as surveys, meetings, consultations and panels, are
suggested as important since they ae essentid for the understanding of stakeholder
expectations and subsequent decision of how to prioritize issues according to demands. It can
be for informationd purposes, or for the purpose of ganing knowledge that is to be used for
the preparation of the report.

On stakeholders and assurance of report
In order for the report to be able to go through the process of assurance, there is a
requirement for the documentation of the <takeholder engagement process. The
documentation requires information regarding which stakeholders were involved, how the
engagement took place, when did it take place and how the process contributed to the content
of the produced report. Conflicting demands and expectations are to be addressed in the
report.

Overdl, in respect to dekddde indusveness the guiddines argue that accountability and
engagement contributes to trust between the reporting organisation and its stakeholders,
which in turns straightens the credibility for the report (GRI, 2006).

Organisationally, the report content has the following structure:
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o Categories; representing groupings of economic, environmenta and socid issues of
concern to stakeholders

o Aspects; referring to general types of information related to a specific category

e Indicators, which are the specific measurements of an individua aspect thét is reflective
of performance. There areindicatorsin over thirty categories (GRI, 2008).

Other things in the report include but are not limited to: CEO statement, profile of the
reporting organizations, an executive summary and key indicators, vison and strategy, policies
organization, and management systems and performance. Characteristics of the reports that
need to be reflected on and then reported are: entity, scope, period, maeridity as well as
relevance, reliability, clarity, comparability, timeliness, and verifiability (GRI, 2008).

There are requirement assurances. Depending on the level of indicator coverage and externd
versus internd auditing procedures, companies are assigned GRI report grades, which are in
turn mentioned in the report. The grades provide a generd standing of the company’s
performance and reporting initiative. The scores are improvable and thus provide companies
with the motivation to do so(GRI, 2008).

There are different ways of publishing the report; separate environment report, separate socid
report, separate community report, combined socid and environmenta report, three pillar
integrated report or inclusion of social and environmental information within annual reporting
to shareholders. Sectors supplements are provided, in order to enable usersto truly be able to
able the reporting guidelines according to their business practices. The availability of different
options, some have argued is an indication of one of the shortcomings of the guidelines; since
they represent alack of integration, which goes againgt basic sustainability concepts (Moneva,
Archd, & Correa, 2006), yet one can argue that this flexibility is needed at this point in order
to further drive the implementation of reporting initiatives on aglobal scale.

Neverthdess, the guiddines have had a significant impact in helping the wide acceptance and
implementation of CSR reporting, and have helped in the communication of these issues to
reach much wider audiences.

3.3 Stakeholder identification and audience setting

This sation airsto proddea brid oaviev d theintedad audienas far theergoats thetyped infanetian
they reuire ther use and the ways that anpenies intead with ther dakdddes fa the purpoe o
information exchange. It concludes by discussing business stakeholders.

3.3.1 Who reads CSR reports, why?

3.3.1.1 Intended audiences

Overdl, intended audiences have been cited as being al stakeholders, or even just interested
parties that are in search of thistype of information. Semming from stakeholder management
practices, prioritization of stakeholders and aress of interest, which is an encouraged practice,
inevitably affects and in away determines the audiences for these reports.

More specificaly, audiences can be determined by a variety of factors. Publishing styles can be
a deciding factor. When published as part of the annud report, the audience thus becomes
tha of financid andysts and shareholders. While it has been reported that some companies
am to integrate the reports, others chose to keep them separate, so that financid anaysts can
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have access to “bare financid
daa”  while  sugtanability
reporting can be made avalable
to a wider range of audiences
(Line e 4d. 2002). Purely
sustainability reports would have
a much wider set of audiences,
inclusve of dl types of
stakeholders.

A mgor chdlenge is trying to
address dl targeted audiences,
which many companies set as dl
ther identified stakeholders.
Reports thus become, ether too
long, because they have covered
too many issues; too generic,
due to the lack of a specified
audience that enables tailoring
of information; lack consistency
and flood readers with
information  which  becomes
counter-productive  to  the
communication effort (Line et
d., 2002). On the other hand,
limiting your audience to a very
specific sat of stakeholders,
would limit your ability to
communicate with the rest of
your  sakeholders  through
reports, prompting for the need
for other forms of
communication. Additiondly, it
dso entals the chdlenge of
having to figure out which
stakeholder to address,
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Customers

sCompany specific, site specific, product specific information about environmental and social

performance
sPotential risk with firm's products and services

Suppliers

*Risk associated with customers
*Values and ethical behaviour that could contribute to supply chain
*Pricing and payment policies

Competitors

sProduct and services information
sCurrentand future commitments
sMarketinformation

*Reporting style and format

Employees

eSalaries, job security, equal opportunities policies
eHealth and safety
sEmployee retention and satisfaction levels

Shareholders, Investors, Financial Community

*Financialinformation
*Risk factorsrelating to environment, health, safety and social aspects and liabilities

Governmental bodies

sCompliance status and commitments
*Practices and policies relating to environment and social aspects

Local Communities

sGeneral environmental and social impacts
sCompany's contributions to communities globally
sEconomicand development contribution to communities

NGO's

sInformation on environmental protection, human rights, consumer rights
sContribution to communities

sFuture Commitments

sAcknowledgement of problems and issues of concern

Consultants, Ranking Institutions

*Specific data about performance
sAreas of excellence
*Areasof concern

Students and academics

+A combination of all of the above

prioritization thus becomes a Figure 34 Types d infametion reguired fram diffeet sakehddars
key factor. Source: (Pleon, 2005; WBCSD, 2005)

Auto-communicative action and spill over effects are observed as well in certain instances.
Sudies have shown how messages directed towards externd stakeholders, often reflect back
and get absorbed by interna organisationd audiences, such as employees (Morsing, 2006).
This indicates that at times, even if audiences are s&t, information can still be passed on to
unexpected entities.

A further implication that emerges is the ability of verifying and keeping track of whether or
not audiences are reached. Internaly monitoring on the intranet, and by counting log-ins and
downloads is a means to achieve tha. Externdly, downloads and accesses of dectronic
versions of reports are at times counted (WBCSD, 2002).
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3.3.1.2 Information needs and use

Different stakeholders have different needs in terms of type and depth of information.
Chdlenges thus emerge in terms of where to focus, how and what to report. As mentioned
before, there is no “single way” to do it. Companies are expected to use guidelinesin order to
proceed with their reporting efforts; base themsalves on them and branch out into directions
that they see most fitting for their businesses (Line et a., 2002; Kolk, 2004).

Figure 3-3 summarizes the major information requirements from different stakeholders, found
throughout the literature.

Focusing on customers and suppliers, who are felow businesses, company specific and site
specific information regarding environmentd and socid performance, is needed, as well as
information regarding potentid risk associated with the products and services of the company
that might stem from CSR related issues (WBCSD, 2002).

The use of the information in each case is not drictly defined. Siakeholders may or may not
choose to use the information they receive. Yet each, given its unique characteristics and
relationship with the organisation, as well as their unique role within society, can use the
information differently.

Epstein and Wisner cite some of the following stakeholder reactions to information received
(or not received) that relate to environmentally and socially responsible behaviour of the firm;

e Customers can increase willingness to purchase from companies they perceive to be
sustainable, or avoid the procurement of products that they perceive to damage society

e Employees can use the information in order to form certain reputation perceptions
about a company and subsequently decide which organisation to work for. Internally it
can incresse employee morde, which reflects back postively to the organisation, by
increasing productivity, reducing lost work days and tardiness

e Governments can pass regulaions, tighten enforcement of existing regulations, or may
even cregte bariers or opportunities to business profitability by rewarding good
positive behaviour within markets

e Shareholders and investors can influence corporate activities by pressuring companies they
believe are not managing their resources effectively to maximize organizationd as well
as sustainable performance

e Community adivids can exercise their power by increasing media atention, by staging
protests, writing letters and being vocd within society (Mark ,J. Epstein & Wisner,
2006).

One has to dso keep in mind tha these stakeholders do not exist in society in mutudly
exclusve ways and that stakeholder reaction to information dmost dways interacts, to either
get re-enforced or suppressed. Media coverage can greetly affect stakeholder perceptions and
thus cregte either positive or negative effects (Middlemiss , 2003). An example of that would
be local community reactions to negative information in the media, which can spill over to the
perception and the subsequent use of information by another stakeholder group such as
employees, thus resulting to negative employee perceptions of the company they work for and
thus reduced worker morale.

Ovedl, information is power and in away a means to manage stakeholder relationships and
their reactions to the activities of an organisation.
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3.3.2 Information flows: stakeholder and company interaction

On the communication front, stakeholder engagement, didogue and incluson are crucid
elements to consder. Engagement has been cited as being key in effective communicative
action, where the process of communicetion is no longer limited to one way flow of
information; a weak form of engagement, but rather a congtructive two-way didogue based
exchange of ideas tha could contribute to not just information exchange but to knowledge
building (Burchell & Cook, 2006).

The purpose of engagement is the foundation of a long-term reaionship between the firm
and its stakeholders, who would in its turn lead to long-term vaue cregtion for the company.
This as mentioned before enables a desired shift from the idea of managing stakeholders by
having reactive responses, to arather proactive stakeholder relationship management (Morsing
& Schultz, 2006).

A two-way communication channel is necessary for the purpose of engagement and
relationship building, aso determining the nature of the reationship. It is implied, that by
focusing on the management of stakeholder relationships, the firm-stakeholder interaction
goes beyond public relaions and marketing strategies, and that they evolve into being
communicative procedures of strategic importance. It has also been suggested that in this case,
a firm gains competitive advantage within a given market, due to the ability of these strong
relaionships to promote stronger relations between organisations, firms or ingtitutions, al of
which relate to the business case for CR (Morsng & Schultz, 2006; Paine, 2003). A root
cause for that is that they are now in “a better postion to develop rationd rents through
relation-specific assets, knowledge-sharing routines, complementary resource endowments and
effective governance” (Morsing & Schultz, 2006).

In precticd terms, engagement is used for scoping, focusing and learning purposes.
Companies engage with stakeholders, in order to gather ideas and learn about their needs and
demands, thus enabling them to focus on certain aspects of their CSR programme, responding
to their needs by first targeting their progranmes in certan areas of concern, and then
fulfilling their information needs by publishing appropriate reports (Epstein & Wisner, 2006).
Synergistic effects of high stakeholder involvement and high information exchange have been
proven. These lead to knowledge forming and a better understanding of stakeholders and their
demands. The theory is contextudised by placing various CSR communication strategies that
relae to flow of information within its relm of the theory, ranging from the smplest and
least effective ad-hoc communication style to participatory interactive decision-making process
(Hund & Engel-Cox, 2002).

33



Sarine Barsoumian, I11EE, Lund University

Greatersharing of
information leading to
knowledge

Participatory

Stakeholder interactive

engagement dem?lon-
Two-way making
communicati

on

One-way
communica
tion

High information exchange

Ad hoc
communi
cation

Betterunderstanding
of stakeholders and
theirissues

High stakeholder involvement

Figure 3-5 Types of communication adapted from (Hund & Engel-Cox, 2002)

Engagement through dialogue is common and encouraged. A number of different formats for
didogue exigt: it can be ingtigated by a company with a select or wider set of stakeholder; or
on an industry/ sector wide basis. An independent body acting as a facilitator can adso initiate
the didogue. And it can dso be hdd, in forma or informad manners between companies
(Burchdl & Cook, 2006). Regarding busness stakeholders, the literature suggests tha
information exchange regarding CSR initiatives and reports occurs through the form of
didogue, for learning purposes. Company representatives identified the didogue and
information exchange process as one that is constructive and an important networking tool,
which enables an informal benchmarking to occur (Burchell & Cook, 2006).

There has dso been a recent movement towards the inclusion of stakeholder panels in the
asessment of CSR reports. PricewaerhouseCoopers reports that stakeholder pands and
traditiond assurance providers, such as auditing firms, can have complementary roles. By
working together they can increase the legitimacy of reports; auditors focusing on “reporting
things right”, while stakeholder pands commenting on “reporting the right things’
(PriceWaterhouseCoopers, 2007).

Overdl, the engagement process contributes to information exchange that contributes to the
process of compiling reports, as well as the communication of reports after they are published,
since they can be reviewed, commented and given feedback on.

3.3.3 Who are business stakeholders?

Within the set of stakeholders, businesses are often themselves classfied as important
stakeholders. They can be business customers, business partners or business suppliers thus
engaging in a form of transaction with the firm; or business competitors or smply fellow
businesses within the similar markets, who are not necessarily competing.

Within the below depicted common form of a stakeholder mode of a corporation, the b-t-b
communication context can be between suppliers and the firm, the firm in this case being the
stakeholder; the firm and its business customers, or businesses as part of trade associations.
Competitors are dso be in the map, but are categorised are secondary rether than primary
stakeholders because they don’t transact directly with the firm (Friedman & Miles, 2006).
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Owners

Government Financial
community
Suppliers —> The firm — Customers
Competitors Unions
Employees

Figure 3-6 Sdated dakendde mep, adapted fram Freamen'sdakedda mep (Friedman & Miles, 2006),
with relevant stakeholders for this study in colour red

Implications that arise relae to the core reasons why many of these firms are motivated to
communicate their CSR performance; ethana risk menagamant, enhancad reputatian, anpditivenes
and market positioning (Pleon, 2005; Porter & Kramer, 2006). All these motivations become even
more re-enforced given the b-t-b reaionship, which entals possble transactions between
companies, as well as maintaining an edge on your competitors.

For the purpose of this study, focus was placed on communication occurring between
businesses and their business customers, dthough other forms such as that with secondary
business stakeholders who do not necessarily engage in business deds with the firm, were
inevitably brought up and thus discussed to a certain extent during the interviews, as well as
the discussion.
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4 Theoretical framework: Stakeholders and
communication

This satian ainrs to famulate the theordica frarenak o the dudy. Stiakendder thery is fird pressted
Then, the theory is used to characterize business stakehol ders. Next, communication theory is described, with an
grphads n a CSR amunication nodd. The two are then usad in ader to fam a frarenak fa the
formulation of questions, the data collection and analysis of the information.

4.1 Stakeholder theory

Sakeholder theory suggests that the long-term surviva and sustainability of a firm is highly
dependent on the ability of the firm to satisfy economic as well as non-economic objectives
and in order to do that the organisation needs to respond to the various needs of its
stakeholders (Pirsch et d., 2007). Thus it demongraes the importance of stakeholder
identification, prioritization, engagement and subsequent information communication
(Morsing, 2006). Sakeholders represent a source of resources for organisations, which are
essentid for their surviva, such as capitd, customers, employees, materias and legitimacy. For
companies, satisfying the needs of ther stakeholders ensures tha ther resources are
maintained and guaranteed on the long run (Golob & Bartlett, 2007).

Caroll (1993) defines them as: “Individuds or groups with which business interacts, who have
adake or vested interest in the firm. Assertsto have or may have more of the kinds of stakes
in business|...] may be affected or affect [...] power and legitimacy” (Friedman & Miles, 2006).

Sakeholders can be divided into primary and secondary groups based upon the extent to
which afirm depends upon their participation for their survival.

J Primery dakdddas are defined as those who are essentid for the survival of a
corporation. They refer to entities engaged in formd relationships with the organization, such
as employees, suppliers, customers, and shareholders. The stakeholders in question in this
thesiswould be classified under primary stakeholders.

o Sseondary dakeéhddas are defined as those who influence the corporation, but are not
necessarily engaged in transactions and are not essentid for its surviva. They include actors
such as the media and specia interest groups (Friedman & Miles, 2006)

Ingtitutiond pressures can be exerted by severd stakeholders. Ingtitutiona pressures are
usualy framed within the redm of institutiond theory, which talks about “the relaionship of
an organisation and the broader context within which it exists” (Scott, 1995). It relates to the
process of conformity of organisations, referred to as isomorphism, as aresponse to different
types of pressures that get exercised upon them. Stakeholders are often the source of these
pressures, and ingtitutiona behaviour can be affected by their needs or expressed demands
(Scott, 1995). Based on the definitions of types of stakeholders and the pressures they can
exert at the organisational level, different connotations of the interaction between stakeholders
and organisations arise. Based on the interaction, the demand/ supply relaionship of
information between stakeholders and firms can be determined.

The interaction is defined by the variety of qualities that stakeholders as well firms have.
Mitchdl et d (1997) define stakeholder relationships by the perceived atributes of power,
legitimacy and urgngy by the organisation, the combination of which contribute to the salience
levels of the stakeholder.
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This aspect of the theory relates to whom and to what managers will pay attention to based on
the perception of the relative presence of three features:

o Power: “an actor has power if it is able to impose its will in the relationship” (Mitchell,
Agle, & Wood, 1997);
o Legitimacy: “a generdized perception or assumption that the actions of an entity are

desirable, proper, or gppropriate within some socidly constructed system of norms, vaues,
bdiefs, and definitions” (Mitchell et a., 1997); required to provide authority to the stakehol der
(Friedman & Miles, 2006).

o Urgency: “the degree to which stakeholder clams cdl for immediate atention”
(Mitchell et al., 1997); necessary for execution, implying that the stakeholder needs to be aware
of its power and willing to exercise it (Friedman & Miles, 2006)

The level of salienceisin turn a determinant factor of the level of the ability of stakeholdersto
demand certain things (Mitchell et d., 1997). For instance, one might argue for CSR reports
or information related to CSR performance.

While these stakeholder-dependant attributes determine the interaction process and the
subsequent established relationship between a stakeholder and afirm; on the other side of this
relationship, there are certan managerid activities semming from the firm that can dso
influence this relationship; partiapetion, dalogye and ildvereat. These three have been outlined
as being of key importance in stakeholder engagement and subsequent relationship building,
that firms need to undertake and promote in order to achieve long-term stakeholder
management related success and successful communication efforts (Morsing & Schultz, 2006).

Sakeholder theory does have its critics, who emphasize that the theory diverts atention from
the “true stakeholders’ of a company; the owners, and that it does not address stockholder
and property rights properly (Phillips, 2003). Other criticisms focus on the lack of support and
thus incomplete linkages between internd and externd variables, inadequacies of the
explanations of the process for the application of the theory (Key, 1999).

The stakeholder theory, with emphass on Mitchd e d.’s (1997) definition is deemed
appropriate for this study, because the theory is focused on the perceived presence of these
atributes in stakeholders by companies, which is exactly what the field work for the thess is
focused on.

4.2 Characterization of business stakeholders

This sation dsusss and mekes an dfat to thexdicly daradeise busnes dakenddes besed an the
stakeholder theory, and the elements of power, urgency and legitimacy. Statements are made based on arguments
that demfram grnerd fads abaut busnesses and busness transadians and arend meant to be all exhaustive,
but snply o a@tain agoats that arethoudt o beng d rdeaneto this dudy. The daradeisatian wes
nmdiveted by theladk o busness dakddde atribute deradeistion in the liteature and by the ned to
asess and undedand the posshle maivatians bénind this goaific dakeéndde bdaviar, hdp famuate
interview questions and contribute to the discussion of the findings.

As mentioned in the section above, stakeholders must have sdience in order to be able to
demand things from firms. Sdience is determined by the eements of power, legitimacy and
urgency; which overall contribute to the ability to set pressure on organisations who tend to be
influenced by ingtitutiond factors, which lead them to behave in certan manners, to ether
conform or not, based on the exerted demands (Friedman & Miles, 2006).
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The nature of the interaction between two businesses engaging with each other can be
characterised as unique because businesses and their business stakeholders are two isomorphic
entities; similar organisationd and ingtitutionaised units interacting within the CSR redm,
communicating and possibly conducting transactions on contractual basis.

They tend to operate in similar ways, intraand inter organisationally; have similar structures of
governance, signing contracts and business deds, purchasing and sdlling products at wholesde
level and communicate through a variety of other plaforms such as advertisng and PR
initiatives (Kotler, 2003).

These are only some of the eements that make this relaionship unique from the relaionships
that the firm may have with other stakeholder, such aslocal communities for example.

On the communication front, there are different implications that arise. Due to the business
relaionship, the formdised ways of communicating can give rise to different possble
situations;
a) they can fadlitate the flow of information, thus influencing the ability to directly and
more easily express demand,;
b) ther demands can have more legitimacy in the eyes of the firm since they echo
“business” concerns or inquiries that relate to business related interests.

A negdtive implication of this relaionship is tha the demanding ability of a business
stakeholder can be influenced by the established power dynamics that exist between big
corporaions and smdler subsidiaries, business partners and customers; dependencies that
relate to purchasing power, and buyer attributes, market positioning and economic leverage.
Thus business stakehol ders might be reluctant in expressing direct demands towards firms.

So, regarding power and communication of the business stakeholder,

Thee mdt be a rdudance to express davand d repatd infanetion due to pone dynamics bt if the
expressive power is decided to be used, the transmission of the message from the stakeholder to the firmwould be
nore dfetivdy and rgpidy aconplished dueto famdisd dannds d aammunictian, thet do nat nesesssarily
involve stakehol der involvement initiatives.

Legitimacy referring to the relationship of the stakeholder with the firm is another atribute to
look a. Narrow stakeholder definitions, which have been criticized for focusng on a very
limited types of relationships of stakeholders and thus excluding a wide range of stakeholders
who might aso be legitimate, emphasise legitimacy as being established due to relationships
which are based on contract, direct exchange, legd right (Friedman & Miles, 2006). Even
within this narrow definition, business stakeholders can be concluded to have legitimacy in the
eyes of the firm, since their relaionship is often defined by possible contractud agreements.
Companies are often obliged to respond to inquiries and demands regarding information,
since there isthat contractual or potential business agreement situation.

So, regarding legitimacy and communication in the b-t-b context:

Busnes gakdddars walld tednicly have legtimegy edadished in theges  firmg dueto thebusnessto
busness netured thar rdationdiip. Carmuniction would befaglitated because d the supposad legtimegy o
thedaing aswdl as baause d the edadishad diannd o anmmuniation that upposaly exids meking the
transfer of the message easier and further re-enforcing the legitimacy of stakeholder claims.
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Urgency, which is necessary for the execution and use of power, relates to stakeholders on
two different levels; first that they have to be aware of the power that companies perceive they
have and there has to be awillingness to use it on their behalf (Friedman & Miles, 2006).

In respect to urgency and communicetion, the reationship dynamics and channes of
communication come into play. Willingness to use power is in a way dependent on the
personal perception of the ability and the positioning in respect to the firm.

So, regarding ur gency and communication in the b-t-b context:

Business stakehol ders would have access to high levels of urgency given their business relationship but willingness
to usepone, Gan beredrided dueto pona dynamics It culd aso bedriven by fet interest and ned to repuest
certain things.

Another comment that can be made about businesses acting as stakeholders is that they can
dso have a role of a cusomer. Communication wise, this implies the presence of an
information flow through other means such advertising and promotional materials that may or
may not interfere with CSR related communication.

Ovedl, it can beinferred that business stakeholders have a specific form of relaionships and
subsequent communicative power influencing the potentid type and flow of information that
gets underway.

Statement inferred in this section may be used in the discussion part of the thesis, in section 5.

4.3 CSR Communication models

Communication theory in its smplest form refers to a sender (the firm) transmitting a
message containing information (report) to a receiver (business stakeholder) who after
interndising the information may or may not send back feedback. The process can be active
or passive and can involve more than one party at the same time.

The effectiveness of communication between entities and the vdidity of the message
transmission is affected by the following qudities of the message: truth (the objective truth of
the propositions made), sincerity (the subjective truth of the propositions), understandability (the
comprehensiveness of the propositions), appropriateness (the extent to which the propositions
comply with norms) (Reynolds & Y uthas, 2008).

Morsing and Schlultz (2006), categorize CSR communication strategies according to a mode
from which three types emerge. The different aspects, which are the determinants of the
types, are mainly based on the kinds of reaionships that companies establish with their
stakeholders, and the generd manner of engagement and participatory action that ensues. The
communication mainly relates to the contribution tha on-going dialogue between the two
parties can have on the initiation, establishment and maintenance of a CSR progranme and as
part of that of a CSR report.

The determinants aspects of the three proposed strategies are to be later used in the
development of the research components in section 4.4.

Table 4-11 summarises the three different types of strategies that can exist. Company efforts
do not fall exclusively under one of these categories.
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Table 4-11 Three CSR communication strategies

Strategies

Aspects
Communication
ideal

Stakeholders

Stakeholder role

I dentification of
CSR focus

Strategic
communication task

Corporate
communication
department’s task
Third party
verification

Stakeholder
infor mation

strategy

One-way, public info
communication
Sense-giving

Ask for moreinfo

Stakeholder
influence: support or
oppose

Decided by
management

top

Inform stakeholders
about favourable
corporae CR
decisions and actions
Design appeding
concept message

Unnecessary

Source: (Morsing & Schultz, 2006)

Stakeholder
response strategy

Two-way asymmetric
communication
Sense-making
Sense-giving
Ask for reassurance
for  ethicd and
socidly  responsible
behaviour
Responsiveness  to
corporate actions

>

Decided by
management.
Feedback  gathered
via opinion polls,
didogue, networks
and partnerships
Demongtrate to
stakeholders how the
company integrates
their concerns

| dentify relevant
stakeholders

top

Integrated eement of
surveys, ranking and
opinion polls

Stakeholder
involvement
strategy

Two-way symmetric
communication

Sense-making <->
Sense-giving
Co-construct
corporate CR
efforts

Involvement,
participation and
suggest corporae
action

Negotiated while in
interaction with
stakeholders

Invite and establish
frequent, systematic
and pro-active
dialogue

Build relationships

Sakeholders ae
themsdves involved
in corporade CR

messages

In summary, the main differences between the three CSR communication strategies rlae to
the direction and symmetry of the flow of information and to the differences of stakeholder-
company engagement and interaction. They can be generdly categorised as being direct or
indirect, symmetric or asymmetric, telling or didogue based. The “sense-giving” refers to one
way public communication, while the “sense-making” refers to a more collaborative and
didogue based interaction where feedback and subsequent reflection on the information is
essential (Morsing & Schultz, 2006).

4.4 Synthesis into a framework for information collection and

discussion

Sections 4.1, 4.2 and 4.3 presented information that was used in order to develop the
framework for the data collection, analysis and discussion.
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Stakeholder theory and the qudities of power, legitimacy and urgency provides the wider
context from within which the information was gathered and the bass for some of the
interview questions about the perceived levels of those attributes from the interviewees.

The CSR communication strategy model, by Morsing and Schlutz (2006), is used by taking the
different aspects outlined, adjusting some dements, and thus enabling them to reflect
specificaly on communication through reports. The different aspects are aggregated into five
research components of inquiry. Those areas of interest are also used to guide the findings and
discussion part of the thesis.

Within the framework of
stakeholder theory

Power

Research components LEEItIma:y
(Based and modified on aspects
of C5R communication strategy
model by Morsing and Schultz,

2006)

1 2 3

Communicstion Etzksholders' Audiences for
and role in respect reports

engagement to reports (Intended and
methaods resched)

4 5
Intent of Appropristensss

reports and of reports for

report styles b-t-b

Urgency

Figure 4-1 A framenak far infametion dletion and analyss bessd an gakendde thexy anc
CSR communication strategies

Five Research Components are designed. Each of the component was used in identifying
areas d inquiry, famulating quetions as well as pressting the findings and dang the analygs They
represent the headings under which the findings are presented in the following Chapter 5.

Figure 4-2 ligs the different dements under each of the five Research Components that are
designed.
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The Five Resear ch Componentsin Detail

Role of sustainability department, role of communication department, common channés of
communication in b-t-b, closeness of the work relationship, current and potential collaboration
Sakeholders identified, perceved stekeholders role in communication, perceived business
stakehol ders role in communication, actual business stakeholdersrole

Intended audiences for reports, perception of audience reached, means of accounting and
verification of audiences reached, internal feedback, external feedback

CSR focus, report type, past reports, stated purpose of report (strategic communication task),
assurance of reports, future actions and commitments for reports

Adequacy, legitimacy, rdevance, usefulness, perceived interest from business stakeholders to
use reports in b-t-b, perceived gppropriateness of reports in b-t-b communication, perceived
legitimacy of information in reports for b-t-b communication, perceived adequacy of
information in reports for b-t-b communication, interest in using reports for b-t-b
communication, perceived usefulness of information in reports for b-t-b communication

Figure 4-2 Research Componentsin detail

Although the GRI guiddines on stakeholder inclusiveness, which were discussed above in
section 3.2.4 are not directly used in order to develop the above mentioned framework; most
elements of it are nevertheless covered in the communication modd that was chosen. The
decison to not use the GRI guidedlines, was based on the fact that the chosen model provides
more specific agpects that are to be considered, thus enabling the identification of areas of
inquiry, questionnaire development and analysisto be conducted in more detail.
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5 Main Findings

Sation 4 o the theds presantad the theordica framenak. It d<o hdpad in framing anmuniction dfats
acodng to dffeet types d expormet and flons o infametian, thus sdting the tane and prodding the
general framework within which the following section is to be presented.

Thefdloning sation presntsthemgiar findingsthet arntributein ansagingthemeain ressrch quesion o “To
what extet are CSR rgoats usd in bt-b anmunicatian dfats?” With thet purposein mind, thefindings
are Inarizad and prested unda theretic dvisans whidh rdlet the Ressrdh Carponents whidh ware
atlingd in sation 5.4.4. The theves rdlet an agyeption d the ot @ repansss and pant o
discussion that came up in the interviews conducted and they ultimately give rise to different implications relating
to the use of these reports for CSR communication purposesin the b-t-b context.

Findings are presented without referring to specific companies for anonymity purposes, which were guaranteed.
For a summary of the findingsin a tabular form please refer to Appendix C.

5.1 Communication and engagement

This sation presants the findngs unde Ressrdh Carponet 1, whidh rdates to the aamuniction and
engagement manners as well as roles of the tasks of the communication and sustainability department.

5.1.1 Reports and information use
All companiesidentified businesses as primary stakeholders of interest.

Direct use of reports was reported as not being actively done. Although some instances where
reports were sent to fellow businesses were acknowledged.

There were two levels of communication in the context of b-t-b regarding CSR mentioned by
the companies, which indirectly involved reports.

Fird, thereis CSR related engagement with businesses with communication in mind regarding
existing CSR performance through presentations and specialised meetings with other company
representatives. One company representative sated that this is one of the mgor parts of his
job; travelling around and conducting presentations about their company’s sustainability
performance. Information used in these presentations was reported as being based on the
same source of information as tha of reports. One company reported that the reports act asa
blueprint, from which the information is extracted from and subsequently used in different
setting and for different purposes, and another one focused on the ‘infametion resding” that
occurs within organisations; information included in the reports, re-formatted and re-used in
other forms for internd as well as externd communication purposes. One company aso
referred to the report as a “basdine from which to branch out of” indicating the perceived
need to talor information according to audiences. In these cases, the active role of
communicator is the sustainability department representative, who has experience with such
information and thus influences the way the message is communicated.

Secondly, there was a reported perception that the engagement a the sales or promotiona
level, which usudly entals a form of communication that has to do with information
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provision for the purpose of sde and business transactions is adequate in respect to providing
a business stakeholder with a genera environmental/social image of the product they are
purchasing, which relates to the overal image of the company that they are buying from. The
st up in this case is different, with the “engagement” being for different purposes that does
not necessarily reflect a pre-occupation or specific interest in socid or environmentd issues,
but rather information provision regarding products. CSR reaed information inevitably gets
included at times in such communication efforts, as was reported by three out of the four
companies;, environmentd performance was preferred over socid performance relaied
information. The active role of the communicator for these messages in these cases is a sdes
representative, which in turn entalls that first, the knowledge he/ she has and thus transmits,
would not be as extensve or maybe even adeguate as tha of a sustainability manager, and
more importantly, the purpose of the communicative action in this case being sdes and
promotiond, the way and the type of information that is transmitted would be different. It
was stated that reports, as well as other materias such as presentations and data shests, in
these cases would be used to educate and inform employees who work in these departments,
who in turn would take on the responsibility to convey the message to other businesses.

The internd use of on-line materid placed on companies intranet is a way of enabling
employees to have access to this information, for sdlf-educationa purposes as wel as in
Stuations where they would need to refer to some information in case an individud, such asa
business customer, inquired about an aspect of their CSR performance. It was stated that the
seeking out the reports and these materids with the information was left upon the employees
initiative.

5.1.2 Perception on demand

There was a small perception of an expressed demand coming from business stakeholders for
these reports. All companies reported sometimes having CSR communication with another
company, in the context of a business customer asking for a report from them, or an
employee within the organisation seeking out reportsin order to answer a businessinquiry.

Focus is till very much so on qudity assurance. Inquiries relaing to environment are dmost
aways regarding I SO 14001 certification, (Something that can be found in reports as well, but
the information is not sought out there, which means that the reports are not read online
either), or qudity assurance. Regarding socid performance of products, no interest or
questionsis perceived.

One hasto keep in mind though, that these reports are in fact available on-line and accessible
to businesses who would be interested in reading them.. Snce no externd verification means
were reported, the perception on demand that relates to the readability of these reports, was
formed by companies, based on the lack of questions and feedback regarding aspects or
details of the reports.

5.2 Audiences

Thissation presents thefindngsthet rdateto ressrdh Carpments 2 and 3, whidh rdates to stakeholdersrole
in respect to reports; and intended as well as reached audiences.

5.2.1 Business stakeholders

It was reported that the interviewed companies themselves acting as stakeholders would most
likely read other companies reports, as a form of idea/ method exchange rather than in the
context of a business transaction relationship. In fact, one company explicitly mentioned one
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of the other companies that are included in this study, as one whose reports have been read by
them, because of a perception that they had a good reputation in the CSR reporting area. The
report was sought out and read in order to gather ideas and methods reflecting good practices.
The process was referred as being an unofficid one, and was done upon the sustainability
department employees’ initiatives.

The expert interview reveded tha as CSR consultants to companies, they are often faced with
a Stuation where companies openly acknowledge that they are not sure which direction to
take, what their reports should be and who they are supposed to be specificaly addressing
these reports to. This was reported as being present in companies that are usudly a the
beginning stages of implementing their initiatives. Audience setting seems to be an issue; while
stakeholders are identified a the generd level and they usudly include the same set of groups.
Three out of the four companies, had the exact same stakeholders identified in the same order
of importance, while only one placed clear emphasis between ther priority stakeholders of
shareholders and investors as an intended audience and a set of secondary which included
students, NGO’s and governments as being of importance), prioritization of stakeholders as
well as of report audiences was reported as being tricky.

One company reported that they at times read their supplier reports (if existent) in order to
gan some sort of generd idea about their CSR related activities. This is done upon the
sugtainability department’s initiative and did not reflect any formaized ways or procedura
goproaches of conducting business deds and did not involve other departments within the
companies.

5.2.2 Types of reports and audiences

Audiences were discussed by companiesin relation to the type of reports they produce.

There was a set of different publishing efforts undertaken by the companiesin question.

One company has placed its focus on developing and improving a Sustainability Report (SR)
while two companies have geared their efforts in preparing SR that are incorporated and are
part of their Annual Reports (AR). One company has made a recent change and has published
a 2007 Corporae Responsbility Report (CR), a departure from ther previous published
materials (till 2006) which were SR.

Each publishing effort has different motivations and judtifications behind it provided by the
interviewees: SR publishing is justified by saying that, a holistic sustainability gpproach is part
of their core way of doing business, and thus the report, is agood way to articulate dl matters
relating to their business operations accurately. The SR provides an appropriate sized medium
through which the information can be communicated accurately and extensively, without
having to worry about the size of the report. A summarized verson of the SR was dso
included in the AR as required by law in the country.

Theincorporation of the SR in the AR isjustified by saying that, sustainability matters are part
of ther core business, which cannot be redly separated, and as such, the SR cannot be
published separately; they are essentidly part of and supported by the rest of the AR content,
which provides a business context tha enables the SR to be understood correctly. The AR in
these cases includes the financial report and a corporate governance report.

In the last case, the change from SR to CR is judtified by saying tha, while sustainability
reporting had worked for them in the past years, they had come to redize that CR is a more
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gopropriate medium of communication, because if it helps them focus on specific issues that
aretruly rdevant for their business operations. It was argued, that SR are too broad and don’t
provide afocused atention to issues that need to be reported on, and that the name CR more
accurately depictstheir reporting initiative.

One company had dructured the report according to mgor stakeholders identified, so
audiences could seek out information regarding them in amore accessible way. Others instead
divided things according to thematic issues that they felt they needed to cover. When asked
about ther audience, two stated dl ther identified stakeholders as intended audiences.
Emphasis was put on by two of the companies on shareholder and investors and then the rest.
In these cases where SR is part of the AR, investors and shareholders were mentioned as their
main audience, and the rest of their stakeholders were referred to as potential readers that they
are not necessarily or actively trying to reach.

There are two different types of interests by companies for the future of ther reports. Firdt,
there is a tendency to focus on further improving existing reports. Of the interviewed
companies, two reported that their interest was to focus on improving their SR's CR’s which
are published separately on an annud basis. In this case, one company stated an interest in the
possibility of using the report actively as pat of their communication Strategy towards
“business customers” since a lot of the information found in prepared report was viewed as
being relevant by the company, and there was an expressed perception that their business
customers would dso find the information in tha forma relevant. The response was
motivated mainly by the relevance of the socid indicators aspect of the report, which the
interviewee believed, could engble the “customer” to form an overdl impresson of the
company. The environmentad aspects were believed to be covered in other Stuations as well,
such asin information exchanges as part of their quality assurance programmes and so on.

Actual effects on business decisions were not expressed as fdt a any level, since decisons on
business deals are not geared towards incorporating any such aspects into them.

Second, there is an interest in reformulating and re-considering the report styles and thus
directly or indirectly redefining the core functions that they are supposed to undertake. By
redefining reports and changing the publication style, one of the companies sated that they
did not expect dl stakeholders, including their busness customers, to read these reports.
Snce, SR’s ae pat of the AR’s, the company expected that readers of the AR’s would thus
become the logicd audience for the SR’s as well. These included shareholders, investors and
investor auditing firms. The company dso implied, that they thus had no interet in
promoting/ supplying these reports, which once pat of ther AR had become a “legd
document” to a wide range of stakeholders; neverthdess, they did mention tha the reports
were available for them to access upon their own initiative. Due to the publication style, the
audienceis thus set by default.

Based on all the responses, there is no indication that the publishing format of the reportsisin
any way determined by external pressures or demands of stakeholders. The decision to publish
gther one of these was found to be ssemming from the core business drategies of the
companies in question semming from top management, rather than a need to be responsive
to any type of external stakeholder demand.

5.2.3 Intended audiences

Only one company clearly made a reference to their intended audiences, using the word
“audience” in the report itsdlf, and even in that case, the list included dl their stakeholders
identified; shareholders, investors, employees, customers, suppliers, authorities, NGO’, media,
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locd communities; an dl exhaustive lig that is more indicative of an effort to cover dl
grounds, but not necessarily pointing out a specific audience desired to be reached. When
asked about, the two companies publishing SR in AR referred to financial stakeholders as their
audience, while the other two referred to dl their identified stakeholders, including business
customers as one.

There were no mechanisms of verification about who reads these reports externally. Internally,
intranet monitoring and counting of report downloads by employees was a verification
mechanism mentioned. Based on that, one company explicitly expressed doubts about the
extent to which these reports are read by internd stakeholders, and stated that the company’s
experience o far was that employees, who they had identified as audiences, did not really read
these reports.

5.3 Perceived appropriateness

This sation presants thefindings thet rdateto Ressrdh Carpmets 4 and 5, whidh rdaetotheordl led
of perceived appropriateness of reports by companies, to be used in the context of b-t-b communication.

The gorquriateness led wes brdken doan into the fdloning demants adeguagy o the infarnetian in the
rgpatsto beusad in bt-b antext, rdaiane d repatsto beusal in the bt-b antext, usdulness o thergoats
fa ahe busnessss and theordl peraved led d legtimegy thet would enddetheuse d thergoats within
the same context.

5.3.1 Adequacy

All companies reported tha the information they had included in their reports were adequate
to satisfy generd stakeholder demands, in terms of being able to convey a generd message
about their CSR activities and commitments. The sdf-perceived adequacy of the information
is determined by what companies themsealves view as of importance to communicete and the
answvers mainly reflect on the completeness and accuracy of the information that has been
reported on, as opposed to the overdl adequacy of the report in terms of aress of interest
covered in respect to business stakeholders. This mainly reflects to the perception tha the
reports themselves are adequate in a genera context, but not necessarily in the b-t-b context.
Some of the companies reported the need to expand certain aress of interest. Others inssted
on their interest to shorten ther reports, without compromising the amount of information
included. The adequacy of the reports was discussed by the companies within the current
context of intended audiences. Whether that of al stakeholders, or in the case of shareholders
and investors as specific intended audiences. Reflections were made, regarding the provision
of talored information, which they were aware of. When asked a@bout the adequecy of the
report to provide tailored information to businesses specifically, they all had their doubts.

5.3.2 Relevance

All companies identified forms of communication other than reports as being more relevant
to their business to business communication efforts, within the context of a potentid or an
actud transection. Their answers related to the ability for the reports to provide sufficient
information to businesses. Focusing on the reports, two of the companies acknowledged tha
the information was not very deep enough due to its format and style, and that it covered
Issues that might not necessarily be of specific interest to their business stakeholders.

5.3.3 Legitimacy
Regarding legitimecy of reports, al identified verification procedures, especidly externa ones,
as being of key importance for these reports to be more strongly considered and gain
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legitimacy in the eyes of business stakeholders. When asked about how they viewed other
companies reports, they al acknowledged that report assurance plays a key role in providing
credibility to the reports, indicative that the verification efforts are not just targeted towards
ganing legitimacy in the eyes of the generd public, but that they hold an important role in
increasing the legitimacy of the reports within the business reddm as well. They themselves
considered reports that have verification standards and seals of approval as more credible, and
thus they were more willing to read and consider them in business situations, and use them in
order to gain a generd idea regarding a firm’s CSR activities. When asked about questions
reflecting on perceptions on how to increase legitimacy of reports, verification was again as a
key factor. Other means of increasing legitimacy were not mentioned or consdered.
Companies also reported the receipt of questions from fellow businesses regarding verification
assurance of the reports by external auditing bodies.

5.3.4 Usefulness

While the usefulness of these means of communication is not put in question, three out of the
four companies opted to say tha they do not see a place for sustainability or CSR reports to
be used for strategic communication purposes with other businesses for the purpose of
influencing business transactions or business behaviour, due to ther inability to convey
talored information to businesses who they view as current or prospective cusomers. In
addition, dl reported that they believed that the reports did contribute to ther reputation
enhancement, yet did not want to purposdy target the reports towards fellow businesses that
could be customers, as they did not see the reports as advertising material.

One company used the term “information recycling” to describe the extent to which these
reports were useful in the b-t-b communication context; that isto say, information included in
these reports is used as a starting point when deciding the types and kind of messages and
information to provide to their busness customers or patners. Direct communication
through presentations was cited as being the most important one. Communication was done
a the sdes level, where the purchasing or sdes department is involved, as well as generd
promotiond level, where one company representative indicated that presentations regarding
CR ativities around the world were part of his common tasks. Reports were mentioned as a
point of reference from which to branch out of, taloring and fitting it better to relevant
contexts. They did perceive the usefulness of these reports for generd reputation building and
maintenance in respect to the general public.

5.3.5 Overall appropriateness

Upon inquiry, if they nevertheless saw a potentid or had an interest in using these report
actively to communicate with other businesses the following answers were received:

Two companies openly expressed their doubts about the appropriateness of these reports to
be used in the b-t-b context. Due to the format of the publishing of the report, the company
report’s main audience had been identified as tha of shareholders and investors. The
relevance was thus put in question, due to the nature of the report; efforts had been made to
reduce its Size, integrate it and make it part of the annud report, and that was found as being
conflicting to the ability to disseminate information to dl stakeholders. The audience in this
case had been sat by default. One company expressed doubts about the gppropriateness of
ther report to convey that type of information a the current stage, but did not rule it out as a
future point of consderation. One company, expressed interest in doing s0, and mentioned
tha the reports were tdked about and promoted as part of their sustainability programme in
respect to all stakeholders, including businesses.
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6 Analysis and Discussion

This stion ains to snthesse dl thefindings and presant the mgiar implications. The dsussan fdloas the
elements that need to be covered in order to answer each of the research questions.

6.1 Perceived demand of reports

“Is there a perceived and expressed demand for reports between firms and their business
stakeholders?”

e Businesses are stakeholders
Theory e They can have different levels of power, legitimacy and urgency thus ability

ﬂ to ask for reports
_ e Businesses have legitimacy, power to a certain extent, but low urgency
Reality e Lack of expressed demand for reports

e Lack of perceived demand for reports

Figure 6-1 Fromtheory to reality: perceived demand of reports

6.1.1 Relationships and salience

The perceived demand of reports, as reported from the companies was low. As daborated in
section 4.2, b-to-b relationships, which set the ground for b-t-b communication, have unique
characteristics, which give rise to different implications in terms of stakeholder sdience levels.
Business stakeholders, even with their postion as fellow businesses in respect to the firm, do
not express their potentid power and actively ask for the reports, as deduced from the
interviews. While their legitimacy is high, given the contractual agreements many have with the
firm as well as the reported importance tha the companies atributed to them when asked,
their urgency seems to be low. Ther willingness and interest to use their expressve power
seems to be lacking.

This could have a variety of reasons behind it. One has to consder the pora dynamics of the
relationship between companies, which entails that, while they do have established channels of
communication that would make the transmission of the demand easier, the inter-dependent
relaionships that exist between companies, might hinder the expression of the demand. All
the companies interviewed were mgor corporations saling their products to other businesses
around the world. Purchasers may chose not to inquire about reports given the size of the
companies and the business implicationsit can giverise to.

Interest might adso be low due to the content of the “message” transmitted: the report. As
mentioned in the findings, the information in the reports is & the generd leved, lacking
product specific data and characteristics, which is something the business stakeholders, who
are foremost customers, look out of. This might be indicative of the generd attitude, where
businesses would not necessarily be interested in knowing what the generd CSR performance
of acompany is, but rather only focus on the products they buy.
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Another hindering factor for the expression of demand for these reports may be the fact that
there are dready other means of communication established between companies, and thus
thereisalready atransmission of messages regarding CSR.

6.1.2 Other ways to “talk”

Being business partners or cusomers dso implies that there are ahe fandiss waeys d dret
communication between companies. As mentioned in the literature, companies communicate
with other companies through a variety of platforms such as advertising, sales promotion, PR
and publicity, persond sdlling efforts, direct marketing and so on (K otler, 2003). Respondents
themsdves in fact acknowledged that they viewed direct communication with their business
customers, through mestings or directly answering inquiries, doing presentations as being the
common and a the same time preferred way of communicating in this context. The use of
reports, as additiond sources of information, which covers a variety of areas, was not deemed
necessxy or of great interest, neither to the respondents, nor to their business customers
according to ther perceptions, since these other means were dready being utilized extensively.
The implication regarding this point is that some of the key postive contributions that the
business case for CR and CSR reporting usudly advocates for companies, that of enhanced
corporate and brand reputation (Pane, 2003), has been proven in the literature as being better
substantiated when communication is occurring through non-conspicuous means such as
reports (Morsing & Schultz, 2006). The reported focus on using other communication means,
which may or may not be subtle with fellow businesses, might be indicative of these
companies passing up an interesting opportunity of using these reports to ther full potentid
with business stakeholders, in order to further promote a good reputation based on ther
socid and environmenta profile. One has to acknowledge though, the importance and
practica vaue that these other means of communication have in the b-t-b ream, without
which communication would essentially break down between businesses.

Based on the above discussed point, it can be inferred that thereis a high likelihood that in the
b-t-b communication redm, that stakeholders are having their information ness dready fulfilled,
and thus reports do not necessarily represent a useful source of information. The wide variety
of communication means, and the extensive sdf reported use of them by the companies, isan
indication that information is in fact flowing between interested parties, and thus there is an
exchange of understanding. Information transmission being the core objective of reports, one
can argue that since this task is dready being fulfilled through the other mentioned means,
reports can thus be better and more extensively utilised in the communication efforts in the
case of other stakeholders, who might not have other channels of communication available for
them to use.

These points grestly reflect on the issue of prioritization that has been extensively mentioned
in the literature and is an eement of the GRI guiddines themsdves (GRI, 2006); since
companies are assgned with the task of identifying aread stekeholders tha require
condderaion , ther atention would be subsequently shifted towards stakeholder who lack
information yet have interests that need to be addressed. In this casg, it is evident, that the
focus would be shifted from business stakeholders to other stakeholders, given the reasons
outlined above.

Another implication relates to the main purpose of communication in CSR reports vs. other
forms of b-t-b communication, the former being to provide redevaent information of a
company’s environmentad and socid performance, while the latter mainly focusing on the
promotion of the company and its products. Another aspect that one can mention is
convenience. It is often more convenient for a business stakeholder who is dso a customer to
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directly ask regarding a specific aspect that they are interested in. It should be noted, that the
fact that businesses focus only on specific aspects of products in terms of environmenta and
socid qudities, is indicetive that ther information needs are product specific, rather than
company image wide.

S where does that leave reports in this respect? The term “Information recycling” mentioned
by interviewees, referring to the extent to which reports are used in the b-t-b communication
context, is agood way of summarizing the Stuation a this stage. Reports, which are designed
by the collaborative efforts of the communication and sustainability departments of a
company, become the basis for the key messages to be transmitted and information to be
communicated by employees and managers to fellow businesses. The information is thus
taken, re-shagped and re-channelled to internd as well as interna stakeholders. This is
indicative of an indirect role that reports have within the b-t-b context, and the extent to
which they contribute interndly to an organisation’s knowledge, which gets passed onto
external stakeholders aswell.

Another comment that can be made is how these reports, to be published externdly, can in
fact be consdered as a key driver for the increase in knowledge for companies. Reporting,
with itsincreasingly stricter guidelines and requirements for verified data, in fact contributes to
the information collection effort of a company’s environmenta and socid performance, which
inevitable increases the amount of knowledge that a company has about its current operations
and future chdlenges. With tha increased knowledge, companies ae more likely to
communicate about their performance and be able to manage their reaionships with
stakeholders, including those of businesses, through other means.

6.2 Willingness to supply reports

“Do businesses provide these reports during b-to-b communication; and if there is a
willingness interest to supply them to business stakeholders?”

e Reports are produced for information dissemination to stakeholders, as a
response to calls for transparency and accountability

Theory e Businesses are primary stakeholders

e Reports have either a very generad audience (al stakeholders, businesses
included), or avery narrow one (shareholders and investors)

_ e Whilethey are an intended audience in certain cases, no active promotion of
Reality reports to other businesses

e Perception that they sometimes read
e Perception that there isalow interest on their behalf

@ e Businesses are an audience for these reports

Figure 6-2 Fromtheory to reality: willingnessto supply reports

Findings showed that while at the generic level, fellow businesses are an intended audience for
some of the company reports, companies are nevertheless not actively sought out and the
reports are not directly promoted to them. Reasons for these may be agan, the lack of
perceived interest from fellow businesses asking for reports, as wel as the other forms of
formdised communication channels that businesses prefer to use Lack of perceived
stakeholder demand, may be atributed to the lack of supply. Reports are cited as being for a
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genera communication purpose fulfilment that does not include active promotion of them
targeted towards other businesses. The percaeived urgency of business stakeholders was
reported as being low.

6.2.1 Different types of reports — different interests

In terms of the willingness to use these reports more actively in b-t-b communication efforts,
there were two streams of answers. some expressed interest; while some others did not. The
varying factor between the two set of answers is identified as being the type of the reports
produced. As mentioned in the findings, different companies produced different types of
reports, all of which had different motivations behind them.

The literature suggests that according to the type of report, audiences are set accordingly. SR
are usudly directed towards awide range of stakeholders, including businesses in the forms of
customers, suppliers and competitors, while CSR reporting through AR ddlimit the audience
to financid actors such as lender, investors, shareholders (Line et d., 2002). This was
substantiated by the study, where each of the interviewees identified their main readers
according to the type of report they produced.

A further implication that this study brings forth, is that the willingness to promote the reports
onto business stakeholders, is agan determined according to the different direction that the
reporting initiatives have taken for each company. Companies tha have undertaken CR
reporting as part of their AR, are not interested in using these reports towards their customers,
reasons being that the reports are not designed to do so, or in some cases, the reports being
pat of AR, were now consdered legd documents, which would not alow its use towards
customers. The willingness for those producing SR was different. The format being wider and
less technicd, they saw a potentid for the reports to be used more strategicdly towards their
business stakeholders.

6.2.2 Businesses as stakeholders and businesses as customers

Based on the answers of the interviewees, an implication aises regarding business
stakeholders who may dso have customer roles. With efforts to separate CSR performance
reporting and use of CSR related media from PR initiaives, and CSR messages being proven
to be more credible when communicated in subtle ways and outside the realm of PR (Morsing
& Schultz, 2006); what place can reports really have in the b-to-b context?

While busnesses are stakeholders, it is not possible to completely separate their role as
customers, which is the primary reason why they have arelaionship with the firm in the first
place. Some of the companies themsaves seemed reluctant to go down that road, and were
aware of the implications that active promotion of the CSR report towards their business
stekeholders could ental. They thus mentioned a preference of other means of
communication about their performance to be done in an active way, and were content to
have the reports communicated to them in a rather passive way; reports are out there for
stakeholdersto read, and thus if business are interested they can read.

Passve uses of the report, which was reported as being, that the report is produced and
available for interested parties to read, was preferred by companies, indicating that there was
caution on their behalf in terms of being able to build or maintain a good reputation, yet avoid
self promotion.

It is acknowledged, that the type of reationship between the firm and its stakeholder
determines the demand of the type of information, but it is a chalenge to not only supply
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information, which is deemed relevant, but aso some tha the stakeholder might not even be
aware it exists.

6.3 Readability and audience for reports
“AreCSR repatsreadin the context of b-to-b anmmuniatian?”

e Stakeholders are interested parties of an organisation

Theory e Businesses are stakeholders
ﬁ e Businesses read reportsin order to gather information about a firm
_ e Businesses are stakeholders
Reality e They sometimes read reports for business reasons

e They read reports for benchmarking reasons

Figure 6-3 Fromtheory to reality: readability and audience for reports

Findings showed tha the perception is that, on the generd level, business customers and
partners sometimes read these reports, and thus within that redm of b-t-b communication
reports are not instrumental in communi cating messages.

This perception can be atributed to the sdf-reported lack of questions received about the
reports and lack of feedback or comments received during engagement exercises from fellow
businesses tha are customers. Implications from these statements can be traced back to other
parts of the discusson in the aove sections, which relae to the appropriateness of these
reports to be used in b-t-b communication efforts.

6.3.1 Reading for benchmarking

It was acknowledged that reading occurs in the b-t-b context for benchmarking purposes.
Taking on a stakeholder role in respect to other businesses, it was reported tha a times they
read fellow organisations' reports, and have had experiences in engaging with other company
sustainability departments in reading and discussing them.

In the literature, it was mentioned that that engagement and didogue with peers form other
companies is conddered by many sustainability managers as an important tool of informa
benchmarking of CSR practices, and that a high level of them practiced it (Burchell & Cook,
2006). Adding to this, this study suggests, tha gpart from direct didogue and meeting leading
to benchmarking, there is dso an informa benchmarking practice occurring regarding reports
specificaly, where companies read other companies' reports, for learning and method sharing
puUrposes.

Implications arise; the reports tha are sought out are from companies tha have good
reputations and are known in business circles as the leaders in the field. A form of mimicry is
bound to arise, which may or may not lead to positive contributions, since often times, reports
need to truly be adjusted to particular companies, and can vary significantly across countries
and sectors.
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Another implication is tha these reports and thus the information are flowing between the
sustainability management circles of organisations, from one such department to another.

Sakeholders are not necessarily exercising power in this case, and the information transaction
is occurring on the sddines. This dso is indicative of the lack of involvement of other levels
and departments within organisations in respect to reports, and that those who are sharing and
exchanging the information are the ones who are dready the most knowledgesable about these
Issues in the first place; sustainability managers. This is a weskness, since the intended main
purpose of these reports, as reported by the interviewees and the literature, is to disseminate
CSR related information to stakeholders who lack it and thus might perceive they need it.

It is interesting to note, that these forms of report reading and information exchange are
unofficidly done, without any formalised ways of conducting the knowledge exchange. A
potentid for industry backed benchmarking and knowledge building regarding reports might
emerge, where lesson learning from each other can help companies improve their reporting
Initiatives at much higher speeds and efficiency levels.

6.3.2 Relevance questioned

Some questioned the relevance of the reports in these reports in satisfying the information
needs of ther business customers, and thus did not see the lack of interest as a problem. The
generd view was that the reports, dthough produced for stakeholders, they were not
instrumentd in communicating with their business cussomers, even in respect to CSR issues,
and that other forms of communication, that have been undertaken for many years are more
fitting.

Lack of reading of the reports can dso ether be atributed to the generd lack of interest and
low urgency levels on behdf of the stakeholders or lack of interest in promoting these reports
on behdf of the organisation, both of which are discussed in detal in the sections 6.2.1 and
6.2.2. Interest can be built and re-enforced, but there needs to be an initid force that crestes
that interest in the first place.

Other forms of communication were quick to be acknowledged, as being of key importance
for b-t-b communication; an indication that there might dready be enough means of
tranamitting these messages that have been long established and tested and so reporting does
not represent an opportunity for communicative action willing to be undertaken by ether
parties.

Looking at the situation through the stakeholder theory, lack of interest trandates into lack of
urgency (willingness to use power) on behdf of the stakeholder; which a crucid eement for
the establishment of higher sdience leves, for which businesses have a potentia of doing so
since, they have power and legitimacy.

6.4 Summary of main findings
The main findings of the study are:

The study identifies bandymarking and learning purposss as the mein ressm far reading reports in the
context of two businesses. Businesses informaly seek out other companies reports, in order
to gain insights on how to construct them.



Communicating CSRBetween Businesses— Where do reportsfit in?

In other Stuations, there is a sdf-reported perception that the readdhlity of these rqoats bewen
fdlov busnesss in rdativdy low, given the lack of questions and feedback they tend to receive
from fellow businesses. The urgency levels of the stakeholders are thus low, since there is a
lack of perceived demand and willingness to read from the companies. questions tend to focus
on product specific information, rather than general CSR practice related information.

Other resssfar reedingarena dragand thus do not drive the demand or promotion of these
reports between businesses strongly. This is atributed to companies having ahe prdered
dannds d amuniction that are long established and widdly used in order to communicete
about issues, including CR reaed information. These channds are preferred both by the
firms and the business stakeholders.

The presence and extensive use of other means communiceation is indicative of companies
having their information nees stidied Given these circumstances, reports thus might prove
more useful in other efforts of communication, directed towards other stakeholders who do
not have other communication channels extensively established with companies.

They are points of reference for information and help define key corporate messages that are to be passed
on and be used in the b-t-b context, and thus have indirect roles. Another indirect role is that
they drivethedletion and improsemant o data, thus enabling companies to have more knowledge
and thus increase the ability and willingness to communicate with fellow businesses regarding
these issues through the use of other means.

A key contributing factor to the potentid use of these reports between businesses for
communication purposes will be the type of reporting they chose to undertake. Depending on the
typed reoat, audeas aesd, and in the case of companies pursuing CSR reporting as part of
ther Annua Report, bt-b comunictive ue d these rgoorts is limited, due to the limited set of
intended audiences that these particular types of reports have, that of shareholders and
investors.

Continuous efforts on more effective audene sdting which has been identified as being
problematic in certain cases, is only indicative of the future of the reports, audiences will
become narrower, as information becomes more relevant to the specified audience. There will
thus be the need to introduce other means of communication regarding CSR issues, in case
thereisavoid that needs to be filled in the cases for certain stakeholders. Thisis not identified
as being the case for felow businesses, since other channes of communication are aready
established and are being extensively utilised.

Table 6-1 Main findings
Main Findings
Reading for benchmarking
Indirect use of reportsin the b-t-b context; “information recycling”
Businesses are stakeholders but not necessarily an audience
When businesses are an audience, perception that they are not reached extensively
Even though an audience, low expectations for the reports to be read
Businesses are audiences with preferences on different channels of communication that are
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aready in place
Different types of reportsin place and thus audience limitations discussed by some
Appropriateness of reports for b-t-b communication questioned

6.5 Drivers and barriers identified

Based on the answers gathered and analysed above, one can identify a different set of interests
and different communicetive behaviour that emerges within the context of b-t-b
communication and CSR reports.

The following sets of factors that drive and hinder the reading of reports in the b-t-b context
are identified based on the results.

Table 6-2 Identified driversand barriers for CSR report readability in the b-t-b context

DriversCSR report readability Barriers CSR report readability

Need for knowledge exchange and learning
regarding reports and reporting initiatives

Qubtle need to gather a generd idea of a
company's  profileg  stemming  from

Information needs of business stakeholders
fulfilled through other means

Main interest is product specific information,
not found in reports

sustainability departments

Types of reports ae not gppropriate for
information needs

Social aspects found in reports

Other communication channels, tha ae
more convenient are preferred

Other communication channds tha are
better established are preferred

Interest is limited within sustainability circles,
lack of interest in other departments

Barriers identified are more than the drivers pointed out and indicative of the rather low level
of potential for these reports to be used in this specific context.

These dso give rise to some of the chdlenges and opportunities for the strategic use of
reports b-t-b communication efforts, which will be discussed in the following section.

6.6 Challenges and opportunities for increased CSR communication
through reports between businesses

Fdloningthedsussan in the sation aboke an odl imege rdleting the paragtians o campenies reprdng
repats and CSR amrunictian with busnesss has ban esabliel This stian adds to theressardh wak,
by presating the mga ddlengs and gopatunities whidh are idattified, besad an the findings and the
literature, regarding the potential for increased use of CR reportsin the b-t-b context.
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Challenges

Diffeet dreams d pudishing fanets lead to dfferent challengss (and gopatunities). Snce there
is no unifying direction that the reports are taking in terms of publishing format, there
ae different sets of implications that aise regarding the potentid b-t-b
communication efforts through reports. Some companies may choose to actively use
these reports towards fellow businesses such asin the case of SR, others may not, such
asin the case of AR dueto legd or technica barriers. That in it is a chdlenge, because
a common movement tha supports the use would encourage the practice more
substantialy.

While the flexibility of reports, in terms of style, content and depth encourages the adoption of reporting
intiatives by ampenies it inaitaldy aso antributestotheladk d unifarmity and anggency across
reporting initiatives from different companies. The lack of uniformity is a significant
chalenge to overcome, if b-t-b communication through reports is to be consdered as
a sraegic communication mean. The communicative potentid of each report would
inevitably be different based on the message, the firm, and the business stakeholder in
question, depending on their own personal attributes.

In relaion to the point aove, there are chadlenges relating to the ability of these
reports to satisfy avariety d dakehdde nexlsand tailor to adficaudiencs In order for the
reports to be viable in b-t-b communication context, they would need to specificaly
reflect business stakeholder information needs, something that a this point is not
happening. The challenge thus becomes, to decide how to balance the informationin a
case Where there is awillingness to promote these report to other businesses, with the
information needs of other stakeholders not being compromised. The audience-
information baance issue is one that is relevant in other contexts as wdl, and is
considered as one of the key challenges to overcome regarding reportsin general.

On the communiceation front, there are alturd barrigsthat can affect the potentid for
CSR communication through reports between businesses, rdating to the
understandability and usefulness of the reports. Different cultura understandings of
CR programmes and they represent give rise to implications in terms of how these
reports might be interpreted in red life busness stuations. The literature dready
suggests culturd norms being a significant factor of the differences of how companies
report on the same things; culturd norms tha relate to society and their perceptions,
aswdl asto corporate culture (Kampf, 2007). Thus, the perception of the information
communicated differs from one dtuation to the other, making the process of
communication complex.

Lingidicbarrigs relating to the culturd ones mentioned above, can dso reinforce the
stuation. Corporations operate and have business relations across the globe, and thus
often times, the ability to comprehend the language might be lacking, making the
communication through reports not a viable option.

Oweaming porg dynamics which are inevitable between stakeholders and companies,
adso represents a chdlenge. As discussed above in section 5.2.1, they can affect
stakeholders ability and willingness to pressure companies and demand things. In that
respect, it is interesting to note that they can only redly be overcome, with increased
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communication, didogue and active participation in decison-making processes, dl of
which can be contributed to by the increased amount of information that reports can
provide.

Opportunities

58

An opportunity is to tap into theundfiaa bandmerking prasss of report reading that has
been occurring between businesses and their business stakeholders. Formdising this
process would enable the benchmarking and learning to occur a a much higher rate
and an effective way. Companies may directly provide feedback or ask about best
practices to esch other. This dso gives rise to a significant driver for report reading,
one that could spill over to other departments within organisations and thus not just
regrict itsdf to the sustainability departments, thus helping the process to become
more institutionalised within companies.

Another gopatunity gers fram the indret ue o thee rgoats and the information they
contan which companies identified as being of use This is indicative that the
information is in fact useful, thus in addition to providing it to their business
stakeholders in other formats which are preferred, companies might fed motivated to
dso directly promote the reports to business, thus ensuring that a more holigtic
message of the company’s activities is transmitted, building upon their company’s
reputation.

Inceasang thelegtimegy o these rgoarts through their use in the b-t-b context may dso be
possible. By providing and using these reports in this context, perceptions about the
increased importance and vaidity of these reports might emerge, since they will have a
business vaue atached to them. This could indicate their importance not just in the
eyes of just generd stakeholders, but businesses as well. By gaining wide business
support, the legitimacy of the report would increase since the reports would gain some
sort of business backing.

Incessd brand reputetian, presents an opportunity as wel. Srong reputations are
founded on information that does not congtitute PR and advertisng, but rather an
expressed form of genuine interest in having a good environmentad and socid
performance atached to your company’s profile. CSR reports have been proven
instrumentd in informing stakeholder about the company and atached brand nameto
it, but not try and sl something to them a the same time (Austin, Leonard, Reficco,
& Waei-Skillern, 2006). This is an especidly interesting opportunity since b-t-b implies
tha in certain cases those businesses will dso be customers; thus making the brand
reputation opportunity even stronger.
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7 Conclusion

Thisandudng depte ansto proddean oanvievd thermain findngs presat sameandudingrererksand
recommend areas for future research.

7.1 Overview of main findings

How are CSR reports used in the b-t-b communication efforts by companies?

Reading for benchmarking and learning purposes was identified as being the man reason for
reading within the context of two businesses. Businesses acknowledged that they tend to
informally seek out other companies reports, in order to gain insghts on how to best do it
themselves. This represents a good opportunity for the learning process to evolve.
Formalising this practice and enabling companies to share their reports and feedbacks on their
reports more actively could prove a strong contributing factor in further promoting not just
the improvement of the reports, but aso the reading on the reports in the b-t-b context,
which might go beyond the sustainability departments.

Information wise, they represent points of reference, where companies extract selected
information from, in order to inform felow busnesses through other means of
communication, which are preferred. This indicates tha informationd needs of business
stakeholders might be satisfied through other means, thus making the readability and
willingness to promote these reports specificaly in the b-t-b context not urgent.

Another indirect role is tha reports, which are to be published, and often times verified and
audited by third parties, are the drivers for the collection and quaity improvement of
information relating to environmental and socid aspects of a specific company. With the
propagetion of reporting initiatives across industries and companies, firms have now acquired
and continue to acquire a vast anount of data and knowledge regarding their own activities
tha they may not have had before. Information gathered for accountability and transparency
purposes, which gpart from being published in reports, is now a source of communicable
knowledge to fellow businesses, regardless of the medium of transmission.

Ovedl, the decison to pursue one form of reporting rather than the other will be a key
contributing factor in enabling reports to reach ther full communicative potentia towards
designated audiences, such as business stakeholders. Depending on the type of report,
audiences will be s, and in the case of companies pursuing annud reporting, b-t-b
communicative use of these reports will be limited, due to the limited set of intended
audiences that these particular types of reports have, that of shareholders and investors.

In essence, reconciling differences between different CSR communication efforts and making
sure that they do not become part of advertising is a chdlenge when deding with stakeholders
who are a the same time customers. In an effort to be on the safe sde, companies may chose
to avoid directing their reports to these audiences, and thus drawing a clear line between CSR
reports and information and PR efforts. Yet reports may contain additiona information tha
might be of relevance to business stakeholders that provide a great opportunity for enhanced
reputation and brand management, tha companies may chose to further pursue by
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grategicaly directing their reports to felow businesses, who can be potentid partners or
customers.

While the relevance of these reports to covey appropriate information in the b-t-b context was
put in question in the study, interests might evolve, especidly on the sde of socid
performance of companies, in which case reports are interesting sources of.

In the wider context, a chalenge for the fulfilment of the communicative potentid of reports
rests upon efforts directed at active, rather than passive, endorsement and promotion of these
reports, with efforts being talored to specific stakeholders, and not just stakeholders in
general. Setting an audience isimportant, and avoiding criticisms about not being able to reach
your intended audience would only be redised, if set audiences are limited rather than
expanded. AR represent an example of that, where intended audiences being that of a very
specific group of stakeholders, the type of information and the format has been truly adjusted
to fit the audience need and the outcome of that has been that the communication efforts has
become much more effective and positive.

A chdlenge is trying to avoid the flipsde of narrowing down your audiences, credting a
vacuum of information. This would not necessarily be the case for business stakeholders,
since in these cases, other channels of communication dready exist; but in the case of other
gstakeholders (NGO’s, locd communities), who might be bumped out of the list of intended
audiences for these reports (thus not have gppropriate type of information available to them)
yet they do not have another gppropriate stream of information coming in to replace the
potential void.

While efforts will continue to be targeted towards further improving reports, their long-term
sustainability will be proven if their communication potentid is achieved and their usefulness
in terms of being able to achieve measurable changes in business accountability, transparency
and behaviour is proven in the real world.

As a concluding remark, a statement from one of the interviewees is quoted: “Reports are
important yes, but keep in mind; they are not supposed to do everything”. But they should do
what they intend to do; reach specified audiences and fulfil their communiceative intention to
convey information that matters to the people who matter.

7.2 Areas for future research

Aress for future research could include further exploring the readability and usability of these
reports by fellow busnesses, in actud Stuations of business transactions or even in more
substantial business operations such as mergers and acquisitions.

Following up and exploring the area of the unofficid practice of reading for benchmarking
reasons that seems to be occurring between businesses would al so be interesting to explore.

Bresking down the different types of business stakeholders, into customers, suppliers,
competitors and even ingtitutiona investors (as part of a firm) and exploring differences
between these actors in terms of perceptions and use of CR reports of a firm may dso be
interesting, since they dl can give rise to very specific implications, that can relae to supply
chains and global markets.
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Another more theoretica area of research could be to explore ways to increase the legitimacy
of reports through means other than externd assurance, where current efforts and interests
are placed.
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Appendix A

List of interviewees
Companies

Atlas Copco: Ms. Karin Holmquist — Sustainability/Non-financial Controller, Public Affairs and Environment.
Date: May 5%, 2008, Stockholm, Sweden

Danisco: Mr. Soren Vogelsang — Vice president of Sustainable development department
Date: April 16th, 2008, Copenhagen, Denmark

Novo Nordisk: Ms. Suzanne Stormer — Vice president of Sustainable development department
Date: April 28th, 2008, Copenhagen, Denmark

Trelleborg: Mr. Rosman Jahja - Public Relations Manager of Corporate Communications department
Date: May 13th, 2008, Stockholm, Sweden

Professionals

CSR consultant; focusing on corporate strategies for sustainable business and stakeholder engagement, and the integration of corporate responsibility
in business plans and strategies - Anonymous
Date: April 17th, 2008, Stockholm, Sweden
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Appendix B

List of Questions

The following set of questions was used as a guideline for the interviews. Actual questions during the interviews were expanded,
shortened or modified according to needs.

Question 1: Asreflected in your report, you have identified your stakeholders, as well as focused on the most relevant issues in your business.
- What isthe main purpose of your report?
- How have you set the audience for your report? Who do you think is your man audience? Do you think you reach this audience? Can you
verify it?
- What isyour motivation behind the reporting style, which you have undertaken?

Question 2: In your experience, do you think your business partners and business customers read these repor ts? Why? How can you verify this?
- Doesyour company read other companies reports?If yes, what isthe man purpose for that? Which department reads these?

Question 4: To what extent has your CSR report been incorporated in your man corporate communication strategy (geared towards you business
customers)? How do the corporate communications and sustainability departments work together?

Question 5: Within your company, what kind of feedback have you received from the various departments (which are not related to hedth, safety
and environment) regarding the content and format of your report?What is your opinion of the relevance of the information? How about regarding
the amount of information?

Question 3: How do you usualy communicate with your business partners and business customers regarding CSR? What means do you use (wha
forms of media?)

Question 6: Have your business partners actively asked for your reports (or do they ask for CSR information regarding only specific issues by other
means)? If yes, how do they communicate this demand?
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Question 7: How do you respond to this demand? (Do you provide demanded information through reports? Are there other means of
communication that you see as more fitting?)

Question 8. Within your company, do you see a relevance of CSR reports (yours and others reports) to be read, when signing new deds with
businesses or establishing new long-term customers? Do you fed the information in these reports is adequate in order for it to be useful in such
situations?

Question 9: In your experience, do you think that these reports have an influence on business to business interaction/behaviour? How?

Question 10: Do you use your CSR report to attract and keep new customers? In what manner? Part of advertising?

Question 11: What are the next steps that you will be taking regarding your report? Do you see a potentid for expanded use of your report in
establishing business deal S/transactions? If yes, what do you think needs to be improved/changed in order to achieve that?
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Appendix C

Summary of findings from interviews grouped under the Research Component stemming from the theoretical framework. The table
aimsto summarize answers. For morein depth description pleaserefer to Section 5.

Company One

Company Two

Company Three

Company Four

Research
Component

1

Role of sustainability

Prepare 2-3 pages on

Preparation of report, in

Preparation of the

Preparation of CR in

department sugtainability issues, to | close contact with | sustainability report to be accordance  with  the
go into the annud | communication included in the annual report. | main/key corporate
report. Sole | department, in cooperation messages that are agreed
responsbility in | of the board of directors | Worksin conjunction with upon by with the
preparing SR and group of executives | sustainability department. communication

that have to contribute to | Matching layout format as department.

R — Work with sustainability | report. With the | well as matching messages Communication and

ole of communication ) - ) ; . o

department departmeqt, ensure | communication and consistent information sustainability dqoartmen_ts
homogeneity of the info | department—define  key | to be put out there are very closdy relaed in
put out there. | messages, aeas to  be terms of operations
Coordination in layout | covered and technicd stuff,
of reports and messages, | layout format.
0 the different
messages relae to each
other

Common channels of Mesetings, presentations | Meetings, presentations and | Direct communication, Direct ~ communication

communication in b-t-b

and direct
communication through
guestions and answers

direct communication
through  questions and

answering of questions. Sales
people usually involved.
Outside the department (as

and meetings, inquiries
and subsequent answers.
Development and sdes
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most common

answers most common

reported)

depatments ded with
them. No CR reaed
sessons  specificdly, but
information regarding
these issues passes dong
as well. Expectation from
employees to be able to
cover such issues as well
when deding with other
companies, since they are
part of our business

Engagement methods

Mesetings and didogue

Sakeholder panels, meeting

Stakeholder meetings, and

Sakeholder meetings and

based presentations S and participaory | discussions discussons. Through the
engagement and didogue sales department and
with dmogt al stakeholders
reported
Sakeholders identified Employees (globdly) as | Shareholder and investors | Shareholder, investors, Investors, employees
most important. | main one. Then customers | employees, customers, customers, suppliers,
Research Shareholders and | and partners. Then therest. | suppliers, authorities and society in generd
Component investors second most local communities (NGO’s, media and locd
important. And then the community)
2 rest @l possible
mentioned; with a focus
on gpecific NGO’s
environmental

Greenpeace and human
rights related Amnesty
International)
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Perceived stakeholdersrole | Provide questions Provide quegstions and | Provide questionsand Provide questions and
in communication feedback on | feedback on communication | feedback on
communication effort effort communication effort

Perceived business Ask guestions @bout | Provide questions and | Provide questionsand Ensure transparency
stakeholdersrolein CXR reaed issues. | feedback on | feedback on communication | toward them. Report
communication Focus on environment, | communication effort effort sructured according to

to a certain extent social stakeholders and ther

specific interests.

Sakeholdersandreports | Promotion  of CSR | Mantan built reputation, | Appease general areas of Main reason why

performance more than | though open | interest, that appeal to awide | produced thus they ae

actud reports  to | communication of | range of stakeholders (no insrumentd in defining

stakeholders. Promotion | performance. Not through | specific groups) aress.

is done as a PR tool, yet | reports, but other means of

info from report used, | communication

not report.
Intended audiences for Same st of identified | Shareholders and investors, | Mainly shareholders and Shareholder and investors,
reports stakeholders. Same | andysts, insurance | investors. Although other then employees, then

Research order of importance. companies. audiences (rest of students and researchers
Component stakeholders) not excluded.
3 And expectation for them to
read as well to a certain
extent

Perception of audience Interndly, yes. | Yes Not really. Feeling that only | Yes, in accordance with
reached Externally not sure. certain audiences like the the audiences set

shareholders or investors are

reached.
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verification of audiences log-in  per employee. | place. Two types of readers

reached Externdly by counting | identified; professond
downloads. reader who read because it

is ther job, and privae
retall shareholders. Reports
not read entirdy. Each
reeder seeks out relevant
sections.

Internal feedback Some. Most reevant | Yes. Employee feedback. | Lack of internal feedback Positive from employees.
depatments,  provide | Surveys and assessments reported and more needed. Qrveys conducted.
the mos feedback. Perception that the reading Comments teken and
Pogtive, since info of the reportsinternaly is incorporated for the next
found useful low report to be produced

External feedback Some, through | Postive. Through | External feedback islow as | Raher  low.  Active
engagement. Questions | established stakeholder | well. Usually reported seeking out of feedback
about assurance and | engagement practices. through the amount of through meetings and
verification procedures question or inquiriesreceived | exercises in  order to

about report, whichis gather opinions
reported to be low

Sated potential for To a cetan extent. | Limited. Great efforts and | Limited. Since main audience | To a certain extent. They

businesses stakeholdersas | Reference to receiving | many years were spent to | isdetermined to befinancial | ae  one  of the

audiences specific CSR questions | decide on  the current | actors. Y et not excluded, sakeholders  tha are
from fellow businesses, | format and audience. Belief | since they are stakeholders addressed in a way

though other means of
communication though.
Quedtions relating to

that this is the proper one.
Busnessss have other
communication means.

and thus if interested they
can gather some information
from reports

(customers) in our report.
Ya ae not activey
seeking to promote the
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EHS and social issues.

reports to them.

Read other company Yes. At a weekly basis. | Some. For inspiration and | Yes; personally seek out Somewhat. Mainly to see
reports Receive and seek out | because we want to know | reports, that have good how other companies in
reports. to see how | how other smilar | reputations, to see what/how | the fild are doing and
everyone is doing and | companies like us ae | they havereported and thus | how they are reporting.
learn. Within the Sust | doing. Within Sustainability | accomplished. To learn and
Department department. try and do the same. Look at
companies that are on
sustainability indexes.
CSRfocus Four pillars — Hedth, | Economically viable, | Society and the environment | Corporate governance and
safety, environment, and | socidly responsible, | — separate stakeholders sustainability
quality — product safety | environmentally sound
— environmentd ethics —
Research socid issues and | Focus  on corporae
Component business integrity sustainability and
4 stakeholder engagement
Report type Sustainability report In Annual report In Annual report Corporate  respongbility
report
Past reports ustainability, snce | From 1994 - 1998. | Since 2001. Sustainability Snce 1998 -
2002. Sgnificant | Environmenta, then Env | report and corporate Environmentd report. In
expanson in content | and Socid in 1999, then | governancereport, aspart of | 2002 -  Sugtainability
since then. Latest one is | Sustainability (TBL)in 2001, | their annual report. report. In 2007 Corporate
2006. 2003 till now into annual responsibility report
Sated Purpose of report Demongtrate to | Invite and establish | Invite and establish frequent, | Invite and  establish
(strategic communication | stakeholders how the | frequent, systematic and | systematic and pro-active frequent, systemaic and
task) company integrates ther | pro-active didogue; | dialogue pro-active dialogue
concerns enhance shareholder
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valuation of company

Third party assuranceof | Yes Yes No (GRI checked, internal Patidly  third party

reports auditing) checked (selected

indicators)

Future stepsto take Refocusng of issues, | Make shorter yet | Improvementsin reporting Improve accessbility,
efforts to respond to | comprehensve. Decide | style are needed. Effortsto make the content more
media and stakeholders. | which information to give | reach more audiences. ample for employee
Efforts to minimize the | depth to. New | Auditing and third party stakeholders and
PR dement in report, | commitment:  have  a| assuranceisanimportant incorporate highlights
which is admitted as| sustainability report in | areaof focus. sections, as there is a

being prominent in the
past. Changesin layout —
readability. Felt need to
manage brand image,
even if it looks like PR.
Efforts to dign with
financid info and core
business strategies.

which financid info is a
core part, rather than have
annud/ financid based
report with sustainability in
there. Serious commitment
that is amed to be
accomplished in the future

perceived demand on it
from a vaiety of
sakeholders who don’t
want to read the whole
report, or look for the
information in the report

Research
Component

5

Interest in using reports for
bt-b communication

To some extent. Brand
reputation identified as
key in b-t-b
communication> if a
ded is struck it leads to
long-term contracts,
which ae essentid.
Reports viewed a a
good way to do so. But
no current stage since,

No. They are not intended

for purpose. Main
audiences are shareholder
and investors. Other

means are more gpplicable.
In addition to legd
restrictions.

No. Since the audiences are
set for shareholders and
investors. Other means are
more effective

No. Perception of a high
risk in being branded as
using CSR for advertising,
and 0 refusd to do so.
Preference to use reports
in passve ways. Other
means ae more
appropriate.

Yet focus on building a
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the current one is more
on PR side.

reputation in felow
busnesses as beng a
sustainable business and
0 interest for these
reports to be somehow
read.

Perceived interest from Interest in information | Interest in information not | Low interest in report. Product related qudity
business stakeholdersto rather than report report Focus on the company assurance asked about,
usereportsin b-t-b products and quality raher  than  generd
assurance company image wide
related questions
Perceived appropriateness | Not sure. But belief that | Not appropriate Not appropriate Not appropriate
of reportsin b-t-b they might be interested
communication in the socid aspects of
the report
Perceived legitimacy of High legitimacy. | High  legitimacy.  Legd | High legitimacy, since efforts | High legitimacy.
informationinreportsfor | Associated with | document, in annua report. | to gather accurate data and Continuous efforts on the
bt-b communication assurance procedure External assurance. internal auditing procedureis | assurance front, which

standardised. But belief that
verification efforts that are to
be pursued in the near future
will help the increase of the
legitimacy of the reports

will make report even
more legitimate

Perceived adequacy of
information in reports for
bt-b communication

To acetan extent. Yet
feds to answer's
questions directly

No. Not right type of info

No. Not right type of info

No. Not right type of info
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Perceived usefulness of
information in reports for
bt-b communication

Useful in providing only
a generd image.
Busness sekeholders
require more.

No. Not right type of info

Only on asuperficia level.
More information needs to
be asked in order to make
use of the information

Information useful as a
garting point, in order to
know which issues to
further look into.
Reportedly done by
company itsef-> looking
a other companies
reports to see what kind
of questionsto ask

Additional comments of
interest

Assurance was
mentioned a lot. As a
resson why would their
busness patners or
customer read reports.

Use of information in
reports, through other
means, most important.

Snce part of annud report,
and given the sector of the
company, the report is a
legd document, which is
forbidden to be used for
promotional purposes.

Information recycling most
important role of reports.
they define key corporate
message tha ae to be
passed onto other
stakehol ders.

High reliance on reputation
tha has to do with the
company being old, and
having good qudity
products. Not a fet need to
promote products based on a
green or socid profile, since
that is not their strong point.
Interest in sugtanability is
high, but reliance on it for
market positioning is low.

Referred to another
company’sreport as one that
has been read for
benchmarking reasons

There are other standard
procedures and means of
communication that need
to be utilised, since that is
the procedure. Reports
ae not truly reevant,
because they often time
report aress that are good
to be reported on.
Ressarch teams ae
avalable in house, who
are in charge of looking
into aress of concern, and
gathering information
through direct
communication.

Reports ae viewed as
good darting points, in
deciding which aeas to
focus on when inquiring
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about information from
other businesses
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