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Abstract  

 

 

Title GRI- quality and firm performance: A quantitative study about 

the impact of sustainability reports quality on firm performance 

and firm value in the Swedish manufacturing industry 

Seminar date 2019-05-24 

Course FEAD60, vt19 Business Administration - Degree Project, 

Master of Science in Business and Economics 32673 

Authors Julia Johansson and Asim Zametica 

Supervisors Andrey Abadzhiev and Mikael Johanson 

Keywords Sustainability reporting, financial performance, firm value, 

ROA, Tobin’s Q, GRI 

Aim The aim of the study is to investigate how the quality of 

sustainability reports affects financial performance and firm 

value in the Swedish manufacturing industry. 

Methodology The authors have used a quantitative method with a deductive 

approach. 

Theoretical perspective Theories used in this thesis are legitimacy theory and 

stakeholder theory. Previous research has been used to establish 

a strong theoretical foundation. 

Empiric foundation The study comprises 30 companies from the Swedish 

manufacturing industry. The data has been collected from the 

database Retriever Business and from each company’s annual 

report from 2015 to 2017. The companies’ sustainability reports 

have been studied to determine the quality of the sustainability 

reports according to the GRI standards. The quality has 

subsequently been put against measurements for financial 

performance and firm value in a regression analysis to 

investigate if there are any significant relationships. 

Conclusion  The study found a positive significant relationship between the 

quality of sustainability reports, financial performance and firm 

value for 2015. However, the study found no significant 

relationship between the variables for 2016 and 2017. 
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Nomenclature 

 

Corporate Social Responsibility (CSR) CSR means sustainability actions that goes 

beyond the interest if the own company and 

legal requirements (Szekely & Knirsch, 

2005).  

Firm value Firm value is a financial concept which 

reflects upon the value of a business, what 

the business would cost. It can be calculated 

in different ways (Borad, 2018).  

Global Reporting Initiative (GRI) GRI is an international independent 

organization that helps businesses and 

governments worldwide understand and 

communicate their impact on critical 

sustainability issues (Global Reporting 

Initiative , n.d).  

Market value Market value is a firm’s value, reflected in 

stock exchange (Borad, 2018).  

Return on total assets (ROA)  ROA is a profitability measure, calculated 

as operating profit plus financial revenues in 

relation to total assets.  

Stakeholders “those who can affect or can be affected by 

the firm” (Fassin, 2008, pp. 8).  

Sustainable development Sustainable development means meeting the 

needs of the present without compromising 

the ability of future generations to meet 

their needs (Brundtland, 1987).  

Tobin’s Q  Market based profitability measure, 

calculated as the difference of market value 

and liabilities, divided by total assets.  
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1 Introduction 

The introductory chapter gives a brief background to the study’s subject and introduces the 

problematization that will be the basis for the research question. Thereafter, the study’s aim, 

purpose will be presented.  

1.1 Background  

"Harvard Professor: 'Sustainable companies perform better'" is the headline of an article 

written by Sandra Johansson in Svenska Dagbladet 2015. After nearly 40 years of research on 

business and sustainability work, Harvard professor Robert G Eccles notes that companies with 

good sustainability work are more profitable and deliver more returns to their shareholders 

(Johansson, 2015).  

 

It is said that achieving sustainable development is the most important challenge our generation 

is facing. The negative development on our crowded and unequal planet is threatening both 

people and Earth itself (Sachs, 2015). Companies need to realize that they are part of a larger 

context as well as that their actions affect both their environment and the people who live in it 

(Mallin, 2013). The requirements that companies should take greater responsibility increase in 

numbers, and never has Corporate Social Responsibility (CSR) been discussed so thoroughly 

before. There is an explosion of new interest (Ng & Burke, 2010) and business managers are 

facing more demands than ever before from multiple stakeholders to apply more resources on 

CSR (McWilliams & Siegel, 2001). CSR means actions towards sustainability that goes 

beyond the interest of the own company and legal requirements (McWilliams & Siegel, 2001).  

 

Swedish companies lie ahead when it comes to sustainable development (Svenskt Näringsliv, 

2017). From annual reports or external CSR reports, a.k.a. as sustainability reports, it is possible 

to conclude whether a company is contributing to sustainable development or not (Moser & 

Martin, 2012).  According to Tomas Westman, Head of Assurance at KPMG, pressure from 

institutional investors and political initiative are the strongest driving force for more disclosure 

on sustainability (KPMG, 2017). In 2007, the Swedish government decided that all state-owned 

companies from the year 2008 are required to present annually sustainability reports according 

to the Global Reporting Initiative (GRI) (Borglund, et al., 2010). After an EU directive from 

2014 (2014/95/EU), regarding non-financial disclosure for larger companies, the Swedish 

government adopted a new law from December 1st, 2016 for all larger companies to have a 

sustainability report (Svenskt Näringsliv, n.d). Nowadays, it is obvious that a company should 
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focus on sustainability and report about it due to legalization and increased demands from 

stakeholders (pwc, 2018; Wennerstrand & Berheim Brudin, 2018).  

 

GRI provides GRI Sustainability Reporting Standards (GRI standards), which is their core 

product. The GRI standards have been continuously developed over a period of 20 years and 

represent global best practice within sustainability reporting. The set of guidelines are 

considered the most recognized guidelines for sustainability reports and are perceived as an 

efficient measurement tool for stakeholders when analysing companies’ social, environmental 

and economic performance (Chen, et al., 2015). Among the hundred largest companies in 

Sweden, 66 % of them report according to GRI guidelines in their sustainability reports 

(KPMG, n.d).  

 

The manufacturing industry is an important cornerstone of the Swedish economy, which 

accounts for 20 % of the gross domestic product (Carlgren, 2019). Even if the manufacturing 

industry considers themselves as more sustainable than ever before, they continue to contribute 

to increasing carbon emission nevertheless (Industrins Ekonomiska Råd, 2017; Morfeldt, 

2018). In 2018, Electrolux won the award for having the best sustainability report 

(Wennerstrand & Berheim Brudin, 2018). The motivation for winning was that Electrolux, 

through their sustainability report, showed how sustainability priorities can lead to both the 

company’s profitability and creating societal benefits (Wennerstrand & Berheim Brudin, 

2018).  

 

Sustainability reporting has become a strategic matter, which has become inevitable for 

companies to avoid. It can realize a strategy, set measurable goals and trigger procedures 

towards profitability (Wennerstrand & Berheim Brudin, 2018). According to the Harvard 

professor, Robert G Eccles, there is a clear link between sustainability, profitability and long-

term business (Johansson, 2015). Sustainability reporting should not be deemed like an 

administrative burden; rather as a modern and profitable “modus operandi” given that it can 

lead to both company profitability and creating social benefits.  
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1.2 Problem discussion  

Over the last decades, CSR has gained growing attention in research literature due to the 

challenges the Earth is facing. Friedman (1970) pointed out in his article that a company’s 

primary task is to generate profit to its shareholders; social responsibilities are to be of 

secondary concern and should be managed by a third party. Today, companies are not only 

responsible to their shareholders, but also to a larger group of stakeholders who put pressure 

on companies to invest and report on CSR (Beck, et al., 2018). Business managers continually 

encounter demands from different stakeholder groups to devote resources to CSR (McWilliams 

& Siegel, 2001). Waddock et al. (2002) argue that customers are increasingly aware of the 

world’s situation and they are increasingly pressuring companies through their purchasing 

power to manage their CSR. Despite its popularity, CSR is still a fairly new and unexplored 

concept (Buciuniene & Kazlauskaite, 2012).  

 

In a competitive market, companies constantly seek different approaches to outperform 

competitors and create a long-term business (López, et al., 2007). Maqbool and Zameer (2018) 

argue that the degree of CSR can provide advantage toward competitors and financially 

strengthen the company. Most analysts maintain that CSR’s initiatives not only contribute to 

making the world a better place, but to make businesses more profitable as well (Szekely & 

Knirsch, 2005). According to Mukherjee and Nuñez (2018), CSR’s activities pose sustainable 

competitive advantages for businesses today since such efforts can lead to both better 

reputation and financial performance implications. 

 

There are numerous business managers who are not yet convinced of the validity of such 

statements about increasing profitability. The reason seems to be that most sustainable 

development initiatives, such as CSR’s activities, have been developed in isolation of business 

activity. The sustainability initiatives are not directly linked to business strategy and 

management (Szekely & Knirsch, 2005). Adding resources to CSR is not always as easy as it 

may appear. The fact is that traditionalists are strongly reluctant to account environmental 

activities not required by law (Passetti, et al., 2014). Sustainability reporting was developed 

due to failures of traditional accounting reports to fully inform stakeholders about both 

financial and non-financial information about a company’s strategies. It is a costly and time-

consuming action (García-Sánchez, et al., 2019). Adopting a sustainability approach can, in the 

short term, leads to increased costs and changes in the use of existing resources (Goyal, et al., 
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2013). Companies are now facing a challenge, which requires a significant commitment in 

changing structures and resources to achieve notable implementation (Lamberton, 2005). 

Although there are advantages to win, many are still against this development. Researchers 

claim that one way to increase the willingness to put resources on CSR and report about it is to 

measure the extent to which a company’s financial performance increases as a result of 

implementing sustainable development initiatives (Szekely & Knirsch, 2005).  

 

There are research results indicating that there is clear empirical evidence for a positive 

relationship between a company’s social and financial performance (van Beurden & Gössling, 

2008). Moliterni (2018) states that sustainability actions also contribute to the creation of 

market value for listed companies. However, McWilliams and Siegel (2000) claim that it is 

quite impossible to state that there are only positive relationships. Researchers have reported a 

positive, negative and neutral impact of CSR’s actions on financial performance. The reason 

why the results are ranging from positive to negative seems to depend upon different kinds of 

methods, the choice of measure sustainability, the measure of financial performance, sample 

composition and time-periods being among the most prominent ones (Aggarwal, 2013). Ching 

and Gerab (2017) stated that previous research has focused on examining the relationship 

between sustainability performance and financial performance, not the relationship between 

sustainability reports’ quality and the company’s financial performance.  

 

This is an important research gap. How could we motivate managers who are not even willing 

to put resources on sustainability actions to improve the quality of their sustainability reports? 

How do even the managers who believe in positive outcomes as a result of sustainability 

actions, understand why extra effort should be put on improvements in the quality of their 

sustainability reports? Why would they make this additional effort, which according to García‐

Sánchez et al. (2019) is both cost- and time-consuming? As mentioned earlier on, measuring 

the extent to which a company’s financial performance increases, as a result of implementing 

CSR’s initiatives, can be one way to increase the willingness to put resources on CSR (Szekely 

& Knirsch, 2005). Providing evidence that a company’s financial performance increases as a 

result of improved quality of sustainability report, can thus be seen as a motive to improve the 

quality. Therefore, research that the quality of sustainability reports has a positive effect on 

financial performance and firm value is needed. 
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Sustainability report quality is a complex concept which can be defined and measured in a 

variety of ways. Chen et al. (2010) argue that accounting quality can be improved through the 

implementation of standards, such as the International Financial Reporting Standards (IFRS). 

The better the standard is followed, the higher the quality of the accounting can be considered 

to be. When this statement is transferred to sustainability reporting, we chose to use the GRI 

standards and argue in the same way; the better the standards are followed, the higher the 

quality of the sustainability reports. GRI is chosen because it is considered to be a leading 

framework for creating sustainability reports and a valuable tool in order to analyse these 

reports (Montiel & Delgado-Ceballos, 2014). The quality of the sustainability reports can be 

determined to which extent the company is following the different GRI indicators which are 

included in their standards (Cuadrado-Ballesteros, et al., 2015; Isaksson & Steimle, 2009). 

 

According to Beck et al. (2018) companies that are adopting the GRI framework are more 

likely to have higher quality of their sustainability reporting, which could consequently be of 

relevant value for shareholders. The GRI reporting guidelines provide a means for evaluating 

the ethical basis of a company’s CSR (Wilburn & Wilburn, 2013). It allows companies to 

declare to which extent they disclosure CSR and is considered to be an assessment tool to 

measure and report the company’s environmental, social and economic performances (Chen, 

et al., 2015). Companies which implement GRI guidelines in their sustainability reporting show 

improvement in the reporting practice (Utami, 2015), where a better quality of CSR disclosure 

may attract more investors and face a lower cost of financing (García-Sánchez, et al., 2019).   

 

To develop a deeper understanding of the problem, previous research has been made regarding 

GRI disclosure impact on a company’s financial performance and firm value. Roberts and 

Wallace (2015) found a negative relationship between social and environmental GRI indicators 

on the one side and financial performance on the other side. In their master thesis dating from 

2017, Olsson and Dall (2017) investigated the quality of sustainability reporting with help of 

GRI standards, using social and environmental indicators. They investigated its effect on firm 

performance and found no significant relation between the GRI-quality and firm performance. 

Similar studies have been made in evaluation of these two GRI indicators, where the economic 

indicator has been left aside (Sampong, et al., 2018).  It is difficult to find research which take 

all three GRI indicators into account. The economic indicator is consistently excluded from 

studies which investigate the GRI-quality impact on financial performance. The economic 

impact should be measured by economic indicators, suggested by GRI, rather than financial 
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statement information (Beck, et al., 2018). By including the economic indicators, our study 

aims at distancing from previous studies.   

 

Ultimately, earlier studies on the afore-mentioned topic have been focused either on different 

stock markets (Karagiorgos, 2010; López, et al., 2007; Rodriguez-Fernandez, 2016), or on 

different sectors (Maqbool & Zameer, 2018; Rhou, et al., 2016; Høgevold, et al., 2019). Chen 

et al. (2015), measured the relationship between CSR disclosure and financial performance of 

European manufacture companies and found that companies perform better financially with 

higher disclosure of GRI. De Klerk et al. (2015) examined if CSR disclosure, measured using 

GRI indicators, are associated with share price in large UK companies. Increased CSR 

disclosure by companies operating in environmentally sensitive industries, including 

manufacturer companies, have a stronger link with share price than those operating within other 

industries (de Klerk, et al., 2015). The manufacturing industry is thought-provoking and 

therefore a valuable field to investigate, since it continues to contribute to an increase on carbon 

emission while at the same time it is an important cornerstone of the Swedish economy. Due 

to minimal research on CSR disclosure in the Swedish manufacturer industry, we have 

observed a research gap of how GRI-quality of Swedish manufacturer industry companies’ 

affects financial performance. Chen et al. (2015) suggested, for future research, a quantitative 

study of Swedish manufacturing companies, since they have adopted GRI guideline for a 

relatively long time. Even though GRI guideline has become the most deployed framework for 

reporting on sustainability, it is difficult to observe how GRI indicators will generate long-term 

profit (Lamberton, 2005). Sampong et al. (2018) highly suggested that future research could 

investigate the relationship within the industrial sector and firm value indicators. Therefore, we 

are not only interested in investigating financial performance in the short run, but also firm 

value in a long-term perspective.  
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1.3 Research question 

From the afore-mentioned problem discussion, this study’s research question is:  

 

“How does the quality of sustainability reports affect Swedish manufacturer companies’ 

financial performance and firm value?”     

 

To quantify the financial performance, Return on Total Assets (ROA) will be used as a 

dependent variable and Tobin's Q will be deployed as the second dependent variable to quantify 

firm value. To measure the quality of sustainability reports, a GRI ranking system will be used, 

including all social, environmental and economic indicators as a total independent variable.  

1.4 Aim and Purpose 

This study aims at covering the research gap by evaluating how the quality of sustainability 

reports’ affects financial performance and firm value in the Swedish manufacturing industry. 

Through the study's results, we hope to be able to provide future motivation for companies to 

improve the quality of their sustainability reports. Our expectation is to contribute to the 

research by involving all three GRI indicators since previous research has mostly been focused 

solely on social and environmental indicators. Even though Sweden is considered a leading 

country regarded sustainable development, little research has been made on CSR disclosure 

and its effects on single industries. Owing to the above-mentioned reasons, we found it very 

interesting to carry out a quantitative study of the Swedish manufacturer industry. By 

conducting the study for over 3 years, we hope to explain the relationship between GRI-quality, 

financial performance and firm value.  
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2 Theory and hypothesis 

The theoretical chapter provides a view of the chosen theories, brief explanation of 

sustainability reports and GRI. Then previous research is presented, which leads to the study’s 

hypothesis.     

2.1 Theory  

Since the aim of the study is to examine the relationship between GRI-quality, financial 

performance and firm value, we wanted to gain an insight from previous research and which 

theories were mostly used. From the research, we reached a conclusion that mostly two system-

oriented theories were conducted from similar studies, primarily based on legitimacy- and 

stakeholder theory. According to Tagesson et al. 2009, sustainability reporting does not have 

any impact on financial performance, whereas positive accounting theories explain the content 

and effects of social and environmental accounting. 

 

Legitimacy theory has been used in accounting literature to provide an explanation why 

companies opt for disclosing social and environmental information (Jitaree, 2015). It is a 

positive accounting theory which is used to examine why certain accounting methods have 

been developed as it is rooted in the gap between regulations about environmental reporting 

(Tagesson, et al., 2009).  Stakeholder theory is also a positive accounting theory which explains 

that organizations have a various contract with different stakeholders, which they have to fulfil 

in order to be legitimate (Tagesson, et al., 2009).  

2.2 Description of theories 

2.2.1 Legitimacy Theory  

Organisational legitimacy can be considered as a resource, which many organisations are 

dependent upon. The theory gives explicit consideration to the expectations of society and 

whether an organisation is able to comply with the expectations of the society which it operates 

within. A failure to comply with the society’s expectations can, according to the legitimacy 

theory, have implications for the survival of an organisation. If society questions the legitimacy 

of an organisation, the organisation will have difficulties attracting capital, employees or 

customers. (Deegan, 2006).  

 

Evidence indicates that the strategic disclosure of the information is one strategy that 

organisations often make use of in an effort to re-establish, create or support organisational 
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legitimacy (Deegan, 2006). Hedberg and von Malmborg (2003) argue that Swedish companies 

produce CSR mainly to seek organizational legitimacy. It is shown that there is support for 

legitimacy theory as an explanatory factor for environmental disclosures (O’Donovan, 2002). 

By creating corporate sustainability reports, organisations are able to get their stakeholders to 

accept the company’s view of society (Deegan, 2006). Deegan (2002) describes this as the need 

to legitimate their actions which drive companies into making sustainability reports. The 

information within these reports is important in order to change society’s perception of the 

company (Deegan, 2002). Based upon the legitimacy theory, improvements in sustainability 

reporting quality acts as a strong signal to gain legitimacy. Improvements in reporting quality 

decrease information asymmetry that may exist between the company and its stakeholders 

(Ching & Gerab, 2017).   

 

Legitimacy is based on community precipitations of an organisation’s operations. Therefore, it 

is not the actual conduct of the organisation that shapes legitimacy, rather what society 

collectively knows or perceives about the organisation’s conduct, which is a crucial difference. 

This means that the perceptions of an organisation, as held by other parties within the broader 

social system, are significant for the survival of the organisation. If an organisation fails to 

make disclosures that show it is complying with society’s expectations, legitimacy can be 

threatened as well, even though the organisation’s performance is not deviating from the 

society’s expectations in reality. If the society’s expectations alter, then an organisation will 

need to show that their performance and actions are also changing, or otherwise they will need 

to communicate and justify why its operations have not changed (Deegan, 2006).  

2.2.2 Stakeholder theory  

Legitimacy theory and Stakeholder theory overlap in their description that organization is part 

of a broader social system wherein the organization have an impact on, but that the 

organizations are also affected by other groups within one and the same society (Deegan & 

Unerman, 2011). Legitimacy theory has a broad view of the relationship between an 

organization and the society. Stakeholder theory narrows down the overall relationship and 

divide society into sub-groups (stakeholders) because different stakeholders have different 

views on how an organization is supposed to act. To what extent the organization fulfil the 

contract and if they act responsibly will be judged by the stakeholders on which the 

organization depends on. In order not to break the contract, managers have to know what 

expectations and views different stakeholders have (Schaltegger & Burritt, 2010). 
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Stakeholder theory has been applied to explain the motivation behind CSR disclosure. From 

the fact that shareholders have lost their position as the only important stakeholder, which the 

company should rely upon, stems an increased number of CSR activities in a response to a 

wider range of stakeholders (Moser & Martin, 2012). According to Jitaree (2015), stakeholder 

power is related to the level of CSR disclosure. Stakeholders can both punish and reward the 

company due to their disclosure level (Rhou, et al., 2016), which means that CSR disclosure is 

a tool for cover stakeholders’ demands (Martínez-Ferrero, et al., 2015; Gherardi, et al., 2014). 

From sustainability reports, companies can communicate with their stakeholders that they have 

listened to their demands (Karagiorgos, 2010). Increased pressure from various stakeholders to 

performer better regarded CSR, and inform about their accomplishment in the sustainability 

reports, leads to a situation in which companies are under pressure. This is why companies are 

constantly trying to adapt stakeholder desires in order to get their approval for future operations 

(Utami, 2015). According to the theory, the company’s CSR attribution can be expanded to the 

society and be an evidence of listening to its stakeholders (Sampong, et al., 2018), but also that 

the company fulfill its duty to the society (Karagiorgos, 2010). This will lead to a better picture 

of the company and change in stakeholder investment patterns (Sampong, et al., 2018).  

  

One criticism directed towards stakeholder theory is at what extent managers can involve all 

stakeholders’ demands (Harrison & Freeman, 1999). Gao and Zhang (2006) suggest that an 

organization have to identify each stakeholder and then favour those demands who are of 

greatest importance or focus on those with greatest economic power (Gherardi, et al., 2014). It 

is the stakeholders who will evaluate if CSR activities are profitable, where stakeholder theory 

explains why an organization undertake these activities (Karagiorgos, 2010). CSR activities 

are not only important to regain legitimacy from the society due to their social contract, but 

also a strategy to maintain a positive relationship with diverse stakeholders (Karagiorgos, 2010; 

Epstein & Roy, 2001).   

2.2.3 Sustainability reports  

Sustainability reporting is disclosed in external sustainability reports and has its roots in the 

traditional accounting practice which deals with the financial aspects of company’s operations 

(Lodhia & Hess, 2014). According to García‐Sánchez et al. (2019), sustainability reports 

should contain relevant information to influence the company’s market value and serve as a 

basis for future investment decisions. Companies have an economic interest in producing 
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sustainability reports because investors value these reports, which according to (Berthelot, et 

al., 2012) is a sign of credibility.  

 

Sustainability reports have become very common for large companies with great impact on the 

environment, such as manufacture companies (Milne & Gray, 2013). A report’s poor quality 

will not fulfil its purpose and therefore detailed high-quality reports are recommended to serve 

the purpose of strengthening firm value (Milne & Gray, 2013; García‐Sánchez, et al., 2019; 

Utami, 2015). Sustainability reports are connected to both legitimacy theory and stakeholder 

theory. With a high-quality sustainability report, the company can meet the requirement of the 

social contract, but it can also make sure that the results relate to stakeholders’ expectations 

(Gherardi, et al., 2014). A crucial tool for creating better sustainability reports is the 

implementing GRI guidelines, which from a company’s aspect is a proof of commitment to 

continuous improvement (Utami, 2015).   

2.2.4 Global Reporting Initiative (GRI) 

The use of a standard framework for reporting is essentially important for investors. Since they 

get to analyse the reports and compare companies based on the disclosures, a standard 

framework eliminates the risk of uncertainty in measuring different types of information 

(Ceres, 2010). The quality of the information is vital to enabling stakeholders to make sound 

and reasonable assessments of performance as well as to make decisions and take appropriate 

actions. The latest standard for reporting on sustainability is called G4 which has been 

developed through a process that involved multiple stakeholders, sustainability leaders, experts 

and practitioners from many different countries (Global Reporting Initiative , n.d).   

 

There are differences that arise depending on how comprehensive the sustainability reports are. 

A firm that discloses CSR information across many sustainability dimensions is perceived as 

more engaged in sustainability actions and practices. The more indicators a company addressed 

as per definition of the GRI guidelines, the higher the CSR engagement of the firm (Beck, et 

al., 2018). The GRI principles are the most commonly used standards to provide high-quality 

social responsibility information by companies and organisations (Miralles-Quiros, et al., 

2018). According to Sampong et al. (2018) firms which incorporate the GRI guidelines into 

their operations appear to have higher levels of commitment to CSR than those firms that do 

not incorporate these standards. Implementation of GRI standards is an expectation of 

increasing credibility of the CSR and it also provides a template for how to design a 
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sustainability report (Hedberg & von Malmborg, 2003). The implementation of the GRI 

guidelines for reporting on sustainability shows that companies are serious about their 

sustainability work and hence they can create legitimacy among different stakeholders 

(Turcsanyi & Sisaye, 2013). 

2.3 Previous research 

2.3.1 Relation between CSR disclosure and financial performance 

Over the last decade, various researchers have been examining the relationship between 

sustainability reporting and financial performance. The results are rather mixed and 

inconsistent, ranging from positive to negative. However, most of the studies find a positive 

relationship between CSR disclosure and financial performance (Aggarwal, 2013). The results 

of a literature study performed by van Beurden and Gössling (2008) reveal a clear empirical 

evidence for a positive correlation between a company’s social and financial performance. 

They (2008) argued that social performance is needed to attain business legitimacy, which in 

turn contributes to increased financial performance.  

 

According to a study by De Klerk et al. (2015), who examined the relationship between CSR 

disclosure and share prices among the 100 largest UK companies, higher levels of CSR 

disclosure are associated with higher share prices. The researchers (2015) conclude that CSR 

disclosure provides valuable information, beyond financial accounting information, to 

investors (de Klerk, et al., 2015). Furthermore, they (2015) mentioned that companies can 

affect share prices by voluntarily disclosing CSR information. That is why stronger regulation 

is needed to minimize the risk of abuse (de Klerk, et al., 2015). Additionally, Lopez et al. (2007) 

believe that government are an important stakeholder who play an important role in better 

sustainability reporting by legislation and financial incentives, or as Beck et al (2018) stated, 

put greater pressure on companies to report on CSR. 

 

That sustainability means competitive advantages for companies (Mukherjee & Nuñez, 2018) 

and that it can make companies more profitable as well (Szekely & Knirsch, 2005), have 

previously been mentioned in the study's introductory chapter. These arguments are reinforced 

by Moliterni’s (2018) study which states that sustainability contributes to the creation of market 

value for listed companies. Chen et al. (2015) found, through statistical evaluation methods, 

that results indicating many CSR indicators display a significant and positive correlation with 
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the return on equity. Further, the results of the study made by Maqbool and Zameer (2018) 

indicate that CSR exerts a positive impact on the financial performance of the Indian banks. 

The findings provide insights for management to integrate CSR into the business since CSR 

provides a competitive advantage, and thus renovate their strategy from traditional profit-

oriented to socially-responsible approach (Maqbool & Zameer, 2018). Companies perform 

better when their stakeholders raise their awareness of positive CSR attribution disclosed in 

sustainability reports (Rhou, et al., 2016). From stakeholder theory, a company’s financial 

performance will increase if CSR is done well (Kamatra & Kartikaningdyah, 2015). 

Stakeholders will be confident and give their full support for a company if they disclose CSR 

activities, both positive and negative. 

 

However, McWilliams and Siegel (2000) maintain that it is not possible to state that there are 

only positive relationships; researchers have reported a positive, negative and neutral impact 

of CSR on financial performance all together. López et al. (2007) found a short-term negative 

impact and did not find any grounds for claiming that the adoption of sustainability practices 

will have positive repercussions on performance indicators. They (2007) suggest that 

managers, in case they want to secure the future survival of the company, must think in the 

long-term and accept that CSR attribution will lead to increased costs (López, et al., 2007). 

One example of the cost that occurs is an investment in green technology. The cost of new 

green technology has to be less than e.g. lower fuel cost or enhanced customer reputation 

(Moser & Martin, 2012). To understand why a company makes progress on CSR, it is important 

to understand what pursue stakeholders in demanding future disclosure and whether the 

disclosed information can serve different purposes than the traditional financial. Not only will 

the managers be considered as ethical, but they will also open to listening to most stakeholder 

demands (Moser & Martin, 2012). Utami (2015), who evaluated financial performance based 

on the quality of sustainability disclosure in manufacturing industry, found no significance of 

firm value. If high-quality sustainability disclosure shall increase firm value, revenue growth 

must be higher. Implementation of GRI guideline will not affect financial performance in the 

short run, rather in the long-term given that short time oriented investor will not consider GRI 

information (Utami, 2015).   

  

Miralles-Quiros et al. (2018) investigated and analyzed whether sustainability reports 

published by listed banks, following the GRI guidelines, provide incremental value to 

investors. The researchers (2018) mean that the banks must provide higher quality 
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sustainability reports. By putting more effort into increasing reporting on sustainability, the 

companies will give a direct commitment to the community’s demands (Miralles-Quiros, et al., 

2018). This study’s results demonstrate that the stock market positively and significantly values 

banks which are following the GRI guidelines. Disclosure of sustainability reports implies that 

important information must be available to both shareholders and stakeholders. It also assists 

financial stakeholders in properly making their investment decisions. The set of standards and 

the GRI-guidelines which have been considered in this study are widely applicable and reliable; 

hence they provide conclusive results (Miralles-Quiros, et al., 2018). 

  

This can be compared to a study of Kaspereit and Lopatta (2016) who investigated, among 

other things, whether sustainability reporting - in terms of GRI application levels - are 

associated with a higher market valuation. The empirical evidence was provided by a positive 

relationship between GRI reporting and market value, and the result was statistically significant 

in some, but not all model specifications. The result of the study supports the notion that 

conducting business in accordance with ethical norms also is a shareholder value-increasing 

business strategy (Kaspereit & Lopatta, 2016). That is a result which strongly correlates with 

De Klerk et al. (2015) statement that CSR disclosure provides valuable information, beyond 

financial accounting information, to investors. 

 

Aggarwal (2013) concludes that the results are mixed; ranging from positive to negative, to 

statistical insignificant relationship depending on different types of studies and methods. The 

outcome of the researchers differs depending on the choice of measure of sustainability 

reporting, measure of financial performance, sample composition, time-period and control 

variables (Aggarwal, 2013). Also, Kaspereit and Lopatta (2016) argues that it is not possible 

to verify the information in sustainability reports through external assurance. Sampong et al. 

(2018) suggest that CSR disclosure, based on GRI guideline, may not influence firm value; 

thus, it is more of a legitimacy purpose to society and stakeholders. 
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2.3.2 Summary of previous research  

Table 1: Summary of previous research 

Author Aim Method Selection Findings 

Aggarwal 

(2013) 

Examine the impact of 

sustainability reporting 

on financial 

performance through 

literature review 

Qualitative 

and 

descriptive  

30 scientific 

articles with 

mixed result  

The majority of 

studies reveals a 

positive 

relationship 

van Beurden 

and Gössling 

(2008) 

Find factors that 

influence the 

relationship between 

CSR and financial 

performance 

Literature 

study 

 

34 scientific 

articles with 

mixed result 

Empirical 

evidence for a 

positive 

correlation 

between CSR 

and financial 

performance. 

De Klerk et 

al. (2015) 

Examine the 

association between 

share prices and the 

level of (CSR) 

disclosure  

A modified 

Ohlson 

(1995) model  

 

89 large UK 

companies 

Higher levels of 

CSR disclosure 

are associated 

with higher 

share prices 

Lopez et al. 

(2007) 

Examine if business 

performance is affected 

by the adoption 

of practices included 

under (CSR) 

Regression 

analysis  

110 companies 

where half of 

the sample size 

belong to DJSI 

and the second 

half do not 

Short-term 

negative 

impact on 

performance  

Beck et al. 

(2018) 

Examines the 

relationship between 

CSR engagement and 

financial performance 

Regression 

analysis  

116 public 

companies 

from Australia, 

Hong Kong 

and the United 

Kingdom 

Significant 

relationship 

between 

CSR and 

financial 

performance 

Moliterni 

(2018) 

Investigates the 

importance of 

sustainability in equity 

markets  

Regression 

analysis 

3,311 listed 

companies in 

58 countries 

for the period 

2010-2016 

Sustainability 

contributes to 

the creation of 

market value 

for listed 

companies 

Chen et al. 

(2015) 

Investigates the 

relationship between 

EMPs and firm 

performance in 

manufacturing 

companies in Sweden, 

China and India 

Regression 

analysis 

37 

manufacturing 

companies in 

Sweden, China 

and India. 

Most EMPs 

clearly do not 

have a positive 

correlation with 

the financial 

performance 

Maqbool 

and Zameer 

(2018) 

Examine the 

relationship between 

CSR and financial 

performance  

Regression 

analysis 

28 Indian 

banks during 

2006-2017 

CSR exerts 

positive impact 

on financial 

performance 
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Rhou et al. 

(2016) 

Investigate the role of 

CSR awareness on the 

relationship between 

CSR and corporate 

financial performance 

in the restaurant 

context. 

Regression 

analysis 

53 restaurant 

firms 

CSR exerts 

positive impact 

on financial 

performance 

Utami 

(2015) 

Examine the influence 

of leverage, 

profitability, and the 

quality of sustainability 

disclosures on 

firm value  

Regression 

analysis 

143 firm years 

from the 

Indonesian 

manufacturing 

industries 

Positive 

significant 

relationship 

between 

profitability and 

firm value 

Miralles-

Quiros 

(2018) 

If sustainability reports 

following the GRI 

guidelines provide 

incremental value to 

investors 

Ohlson 

(1995) model  

 

75 banks listed 

on various 

European 

markets, 

before and 

after the 

financial crisis 

Stock markets 

positively and 

significantly 

value GRI 

disclosure 

Sampong et 

al. (2018) 

Investigate 

the relationship 

between the extent of 

CSR disclosure 

performance and firm 

value 

Regression 

analysis 

126 listed 

South African 

companies 

over a 6-year 

period  

CSR disclosure 

has a limited 

effect on firm 

value 

 

2.3.2 Hypothesis 

Despite mixed results, recent research by Beck et al. (2018) and Maqbool and Zammer (2018) 

found a positive relationship between higher CSR disclosure and firm performance and higher 

firm value. Our selected theories indicate that increased organizational legitimacy contributes 

to increased interest among stakeholders for companies with a better quality of sustainability 

reports. High quality of the sustainability report is also a tool of communication with 

stakeholders. It shows that the management of the company is aware of stakeholders’ demands 

and that adapting it can lead to competitive advantages, which in turn can increase the financial 

performance. 

 

This study’s research question is strongly connected to legitimacy- and stakeholder theory as 

well as previous research which supports the relationship between increased quality on 

sustainability reports and improved financial performance. Our intention is to investigate how 

reality looks and compare our results against the theories. Therefore, we hypothesize the 

following relationship:   
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Hypothesis:  

H0: Increased GRI-quality in the sustainability reports will have a positive effect on companies’ 

financial performance and firm value.    
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3 Method 

This chapter introduces the study’s approaches regarding selected theoretical methods, data 

collection as well as a presentation and calculation of included variables. In the end the study's 

analysis, the research method and its regression model are presented. 

3.1 Research Method 

In order to investigate the study’s aim and research question, a quantitative research strategy 

was applied. Bryman and Bell (2013) argue that there are theories about how reality looks, 

which through data collection can quantify the various factors that can explain the theory in 

practice. This type of strategy includes a deductive approach, which means that the relationship 

between theory and practice are measurable and hypothesis is founded. The hypothesises 

provide underlying information for the data collection and is tested by empirical study  (Holme 

& Solvang, 1997). The deductive process is linear in its approach, but it interconnects the entire 

study where the relationships are accounted for (Bryman & Bell, 2013). Positivism is included 

in the quantitative research method, which advocates the application of scientific methods in 

studies (Bryman & Bell, 2013). In quantitative studies, objectivism is desirable where the 

collected information should be outside the researchers’ control to influence.  

 

The conceptual framework is created from the study’s independent variable that explains one 

hypothesis. Our hypothesis describes how GRI-quality affects the dependent variables ROA 

and Tobin’s Q. The study’s conceptual framework is a causal model, where the study’s 

independent variables should explain a causation from an indirect relationship. To explain a 

causation, two conditions must be fulfilled. The first condition is that the causality has one 

direction. To get a causation, a change in one stage must generate another change in the next 

step. The second condition implies that there must be an operator that connects the independent 

variables with the effect variable (Holme & Solvang, 1997). Moreover, this study includes two 

control variables, which are not included in the conceptual framework, to control the effect 

between the independent variables and the dependent variables. 
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Figure 1: The study’s conceptual framework.  

3.2 Data Collection 

The study treats 30 Swedish manufacturing companies in the period from 2015 to 2017. To 

select relevant companies, the database Retriever Business was used with specific 

delimitations. Percentage of total GRI disclosure was used as independent variable to measure 

sustainability reports quality. The financial performance was measured by ROA and the firm 

value was measured by Tobin’s Q, which present this study’s dependent variables. Firm size 

and growth were used as control variables to regulate the effect between the dependent and 

independent variable. All the variables will be described in more detail later in this chapter.  

 

Given that the study is delimitated to the Swedish manufacturing industry, there is no data 

source which can provide all relevant information. Data collection for all variables has 

therefore been conducted manually from Retriever Business, companies’ annual report and 

sustainability reports.   

3.2.1 Sample selection and delimitations 

The sample size in this study is limited to 30 companies reporting on sustainability in 

accordance with GRI guidelines. The reason behind choosing Swedish manufacturing 

companies is not only their large contribution to the Swedish economy, but also because they 

are active in an environmentally sensitive industry, which is relevant for our research question. 

At the beginning of 2008, when it became mandatory for large state-owned companies to 

present sustainability reports, 33 percent of the state-owned companies represented the 

manufacturer industry (Hąbek & Wolniak, 2016). Today, many of the companies in the 

Stakeholder 
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Financial 
performance

Legitimacy 
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Previous 
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Sustainability 
Report quality

GRI disclosure
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manufacturer industry fulfil the requirement of “large companies”, and they are required to 

report after the GRI standards in their sustainability reports. Therefore, the choice of 

conducting a study of Swedish manufacturing companies was also due to large sample 

selection, which will enrich our study with great relevance.  

 

Because of the limited resources and lack of information, some delimitation had to be made in 

this study. Our decision to choose one industry was due to difficulties that might occur in 

calculating financial performance. Due to the fact that Tobin’s Q is based on the relationship 

between market value and total assets, the result can be misleading when comparing different 

industries. ROA is used because of its benefit when comparing total assets between companies 

within one and the same industry. By including additional industries, we could arrive at a 

misleading result of the financial performance and firm value. In comparison, heavy 

manufacturing industry has generally lower ROA than service companies because of 

differences of total assets. 

 

The companies we have chosen had to be considered as “large”, according to the Swedish 

legislation requirements. The reason why we chose to evaluate “large” companies was because 

they are required to report under GRI guideline. Similarly, larger companies put more effort 

into sustainability reporting as opposed to smaller companies (Beck, et al., 2018; Maqbool & 

Zameer, 2018). 

 

The study’s delimitation is as follows:  

• The company ought to belong to manufacturing industry. 

• The company ought to be active from 31/12-2008 until April 2019.  

• The company ought to be reporting under GRI guidelines in their sustainability report 

or annual report since 31/12-2014 to 31/12-2017.   

• The number of employees have to be larger than 250.  

• The company’s balance sheet total has to be larger than 175 million Swedish crowns. 

• The company’s net sales ought to be larger than 350 million Swedish crowns.  

 

The above-mentioned limitation contributed to a selection that included 311 companies. All 

311 companies' annual reports were reviewed manually to find out which of these were using 

GRI during the years 2015, 2016 and 2017 in their sustainability reports. We could arrive at a 
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conclusion that this was limited to 30 companies. The companies and selection are presented 

in Appendix 2.  

3.3 Independent variables 

Quality is a broad and complex concept which can be defined and measured in different ways. 

As there is no standardized definition of corporate sustainability, there is also no standardized 

method to measure corporate sustainability either (Montiel & Delgado-Ceballos, 2014). Chen 

et al. (2010) argue the point that accounting quality can be improved through standards. The 

better the standard is followed, the higher the quality of the accounting can be considered to 

be. This can be connected to how we have chosen to define quality in this study. We have 

examined how well and extensively the company reports on sustainability in accordance with 

GRI G4 standards and assumed that the better the standards are followed; the higher the quality 

of the sustainability reports. 

  

The motivation behind the choice of using GRI standards as a measure of sustainability report 

quality is that GRI is considered to be a leading framework for creating sustainability reports 

(Montiel & Delgado-Ceballos, 2014). Also, its guidelines are widely applicable, reliable and 

provide conclusive results (Miralles-Quiros, et al., 2018). Previous studies have concluded that 

companies adopting the GRI framework are more likely to have higher quality on their 

sustainability reports (Beck, et al., 2018) and that companies implementing GRI guidelines in 

their sustainability reporting show an improvement in their reporting practice (Utami, 2015). 

We conclude that, in a study which is investigating Swedish companies, the choice of using the 

GRI standards as a measure is relevant since the majority (66 %) of the 100 largest companies 

in Sweden report under the GRI guidelines in their sustainability reports (KPMG, n.d) 

 

The quality of the sustainability reports is determined by the extent a company is following the 

GRI indicators, which is a research result found in previous studies (Cuadrado-Ballesteros, et 

al., 2015; Isaksson & Steimle, 2009) and a statement that we are going to adopt in this study. 

We have been taking part of several previous studies that have assessed sustainability reports 

and graduated them according to a grading system; the higher the scores, the better the quality. 

Companies are able to grade their CSR disclosure with A if they disclose according all GRI-

indicators, with B if they disclose with a smaller set of indicators, and with C if they disclose 

with even less of the GRI-indicators (Cuadrado-Ballesteros, et al., 2015; Isaksson & Steimle, 

2009). Morhardt et al. (2002) evaluated the extent to which corporate sustainability reports 
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meet the requirement of the GRI-guidelines and they assigned scores to each topic of the 

guidelines. They used the following scoring system: 0 - not mentioned, 1 - briefly mentioned, 

2 - more detail, but characterizing only selected facilities or using only self-comparison 

metrics, 3 - company-wide absolute or relative metrics that could be compared with other 

companies (Morhardt, et al., 2002). Further, another study, this one being presented by Ching 

et al. (2014), used a content analysis to analyze the indicators disclosed in the sustainability 

reports and the information presented was classified in three categories of scoring to their level 

of disclosure. 

 

We will use a grading system similar to the grading systems from the afore-mentioned studies. 

Just like Ching et al. (2014), we will also use a content analysis to analyze the indicators 

disclosed in the sustainability reports. Moreover, similarly to what Morhardt et al. (2002) did, 

to evaluate the extent to which corporate sustainability reports meet the requirement of the 

GRI-guidelines and score each topic of the guideline. For this purpose, we will then use a 

simplified grading system from 0 to 1, just like Utami (2015) did, where: 

 

0 – the GRI-indicator is not mentioned 

1 – the GRI-indicator is mentioned 

  

When all the indicators have been graded, a total score is counted and then it is compared with 

the maximum number of points a company can receive and thus converted to a percentage. 

This makes it possible for us to produce a result that can reflect how good the quality of a 

sustainability report is. The grading will then be used as our independent variables. There will 

be three different independent variables. Disclosure of social-, environmental- and economic 

performance in the sustainability reports will not be examined individually; instead the 

sustainability disclosure will be examined separately depending upon which year it was 

disclosed. This means that all indicators are involved on an annual basis. Hence the reason why 

we will name the study’s independent variables as “GRI-quality 2015”, “GRI-quality 2016” 

and “GRI-quality 2017” and they will be used to describe the quality of sustainability reporting 

when we carry out our regression analysis. 

   

In Appendix 1, the indicators are presented and these are the ones that the study have examined 

and rated. All the GRI indicators as well as their meaning are collected from (Global Reporting 

Initiative, 2017).  
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3.4 Dependent variables 

The dependent variables that have been used in this study are commonly found in previous 

studies where companies' financial performance is investigated. After considering several 

different profitability measures, the final decision was to use Return on Assets (ROA) and 

Tobin's Q. According to Bidhari, et al. (2013), financial performance can be measured by ROA 

whereas firm value can be measured by Tobin’s Q. Beck et al. (2018) used Return on Equity 

(ROE) instead of ROA. However, both measurement can be used to assess financial 

performance and are highly correlated. This study measure the financial performance 

throughout three years where ROA is suitable because it is a short term measure of financial 

performance. The reason behind using ROA in this study, instead of ROE, is because it has 

been used to a larger extent in previous research.     

3.4.1 Return on Asset (ROA) 

ROA is one of the most accepted and frequently used measures for evaluating companies' 

profitability. It has been used in a number of previous studies which aimed at investigating the 

relationship between financial performance and sustainability reporting (Beck, et al., 2018; 

Margolis, et al., 2009; Utami, 2015). ROA measures the company’s result before income and 

taxes as well as underlying assets. This measure of profitability is calculated in the following 

way (VISMA, 2018):  

 

ROA =   (Operating profit + Financial income) 

Total assets 

3.4.2 Tobin’s Q 

Tobin’s Q is a measure of firm value which has widely been used in previous research as a 

measure of long term performance (Cahan, et al., 2016; Sampong, et al., 2018; Utami, 2015). 

Other financial measures of firm value could be easily subjected to several short-term earnings 

manipulation activities. However, that is not the case with Tobin’s Q. Firm value highlights the 

incremental portion of the market price that exceeds the book value and, therefore, Tobin’s Q 

is most suitable for the measure of firm value. In studies which seek to examine the influence 

of CSR disclosure on firm value, Tobin’s Q is a preferred indicator (Sampong, et al., 2018). 

 

Tobin's Q can be considered as a complex calculation and therefore an approximate measure 

of the formula has been used in this study, which is calculated by (Rhou, et al., 2016; Utami, 

2015): 
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Tobin’s Q = (MVE+PS+DEBT) 

TA 

 

MVE (Market Value Evaluation) is the market value of the company (calculated by the number 

of shares × share price). PS (Preference share) is the liquidated value of the company’s 

preference shares. DEBT is the company’s long-term and short-term liabilities, minus current 

assets. TA is the total assets of the company. The difference between Tobin’s Q and the 

approximated Tobin’s Q is mainly that the approximate Q-value assumes the replacement 

values for a company’s inventory; equipment and plant assets are equal to its book value 

(Villalonga, 2004). However, the market value of a company's liabilities is difficult to obtain 

and therefore, like Villalonga (2004), we make the accepted assumption that the market value 

of the company's liabilities is the same as the book liabilities. 

 

According to Utami (2015), companies with a Q > 1 are considered by investors to be able to 

deliver more owner value by using current resources more efficiently, while companies with a 

Q < 1 are instead considered to deliver less owner value. 

3.5 Control Variables 

Researchers have noted that several variables could influence both independent and dependent 

variables and, therefore, several control variables ought to be used to minimize potentially 

omitted variable bias (Sampong, et al., 2018). Control variables have, consistently with prior 

studies, been chosen after careful consideration and consequently been included. Margolis et 

al. (2007) suggest a wider use of control variables where firm size is recommended. Utami 

(2015) included growth as a control variable because it is a condition that promote firm value. 

Therefore, the control variables in this study are firm size and growth which is related to 

sustainability reporting and financial performance.      

3.5.1 Firm size 

Empirical research in corporate finance considers firm size as being an important and 

fundamental firm characteristic (Sampong, et al., 2018). It can be assumed that larger firms are 

more likely to engage in sustainability reporting to communicate their sustainability policies to 

a greater number of stakeholders interested in and affected by their operations (Gallo & 

Christensen, 2011) .The larger the firms are, the greater their need are of the legitimacy benefits 

that can stem from publishing sustainability reports (Gallo & Christensen, 2011, see; Hart & 
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Sharma, 2004). Usually, firm size is the key variable that has an effect on the independent and 

dependent variables simultaneously. Because of that, literature asserts that firm size is closely 

related to CSR and firm performance (Sampong, et al., 2018). 

 

We have opted for the natural logarithm of total assets as our measure of the firm size in 

accordance with Maqbool and Zameer (2018) and Sampong et al. (2018).  

3.5.2 Growth 

According to Frias-Aceituno et al. (2014), growth can be explained as a factor that contributes 

to the establishment of sustainability reports given that companies with higher growth 

opportunities can use information disclosure in order to reduce information asymmetry and 

agency costs. In turn, sustainability reporting can also benefit companies' growth, which can 

be a motivation. This means that companies with higher growth opportunities are more likely 

to report on sustainability in order to increase confidence among investors and gain benefits 

(Frias-Aceituno, et al., 2014).  

 

Calculation of growth will be conducted in the same way as Jitaree (2015) did, namely to 

calculate the percentage change in sales: 

 

Growth: Sales t - Sales t-1 

Sales-1 

 

Where t corresponds to the year's turnover (sales) and t-1 corresponds to the previous year's 

turnover (sales). 

 

3.6 Analysis method 

3.6.1 Regression Analysis 

To be able to investigate the influence of the independent variables on the dependent variables, 

the data will be analyzed using multiple regression analysis (Brooks, 2014). It is a powerful 

tool for examining how a dependent variable is affected by many independent variables 

(Djurfeldt & Barmark, 2009). Below is a summary of the variables that will be included in the 

study's regression analysis: 
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Table 2: Included variables 

Dependent variables  Independent variables 

ROA    GRI-quality 2015 

Tobin’s Q   GRI-quality 2016 

    GRI-quality 2017 

    Firm size 

Growth 

 

The three GRI-quality variables are the independent variables which have an effect on the 

dependent variables that we are interested to examine. The independent variables in firm size 

and growth are included in the regression analysis as control variables. The GRI-quality’s 

impact on the dependent variables will be examined separately for each year.  

 

The model has the following appearance: 

 

𝑦 = 𝛽0 + 𝛽1𝑥1𝑡 + 𝛽2𝑥2𝑡+. . . +𝛽𝑘𝑥𝑘𝑡 + 𝜀 
 

Where:  

 

𝑦 = Dependent variable. 

𝑡 = Represent the observations. 

𝛽 = The coefficients of the model. 

𝑥 = Independent variable. 

𝑘 = The number of independent variables. 

𝜀 = Residual.  

 

After we have applied this model in our study, the regression analysis will have this (simplified) 

appearance:  

 

 

ROA = GRI-quality 2015 + Firm size + Growth + 𝜀 

Tobin’s Q = GRI-quality 2015 + Firm size + Growth + 𝜀 

 

The same regression analysis will be performed for the year of 2016 and 2017 respectively. 

3.6.1.1 Ordinary Least Squares (OLS) and its criteria 

Ordinary Least Squares (OLS), also referred to as The Least Squares Method is the most widely 

used method to estimate the design of linear regression models. OLS is based on assumptions 

which must be fulfilled in order for the result to be as effective and non-distorted. The 
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assumptions that need to be fulfilled in order to successfully carry out a regression analysis are 

the following (Brooks, 2014): 

 

(1) Expected value for the residuals is equal to zero: 𝐸(𝑢t) = 0 

The first assumption which should be fulfilled is the assumption that the expected value for the 

residuals is equal to zero. However, regressions that include a constant do not risk this 

assumption of not being fulfilled, since its intercept by definition differs from zero. This 

problem can thus be counteracted if the regression line crosses the y-axis at any point except 

the origin (Brooks, 2014).  

 

(2) The variance of the residuals is constant: var(𝑢t) = 𝜎 2 < ∞ 

The second assumption that ought to be fulfilled is the assumption of homoscedasticity, which 

implies that the variance of the residuals is equal for all combinations of values on the 

independent x-variables. If the variance of the residuals differs between the different values of 

the independent x-variables, there is heteroscedasticity. If this is the case, the OLS estimator 

will no longer be the best linear approximation since it does no longer have a minimal variance 

between the different approximations (Brooks, 2014). To test the null hypothesis, six 

scatterplots will be done in SPSS as well as additional manual Breusch – Pagan tests (see 

Appendix 4-6). To accept the null hypothesis from the scatterplots, there should be a spread of 

the residuals (Brooks, 2014). From the scatterplots, heteroscedasticity is tested on an individual 

basic, which enables own interpretations. To increase the reliability of the test, manual Breusch 

– Pagan (BP) test will be conducted. Provided that the BP value is larger than 7,81, there is 95 

percent significant heteroscedasticity (Broms, 2013).                 

 

 

 

(3) The covariance between the residuals over time is equal to zero: cov(ui , uj) = 0 for 

i ≠ j  

The third assumption is about no autocorrelation, which means that the residuals are correlated 

with each other over time. This means that the value of a variable will be affected by its 

previous value and the estimation of the standard errors risks becoming incorrect. Further, the 

problem with autocorrelation means that the regression becomes ineffective. To investigate 

whether autocorrelation exists in the material, a Durbin Watson (DW) test is applied, 

examining whether there is a relationship between a residual and its previous value. The 

outcome of the DW test always assumes values between 0 and 4, where 2 is the most desirable 
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result (Brooks, 2014). Since our results of the Durbin Watson test are around 2 (see Appendix 

7), we assume that the assumption is fulfilled. 

 

(4) The independent variables are non-stochastic: cov(ut , xt) = 0 

The fourth assumption that must be fulfilled is that the independent variables are non-

stochastic, which means that there is no correlation between the residuals in each variable. If 

the variables are not non-stochastic, there is a risk of autocorrelation, as well as in the previous 

assumption (Brooks, 2014). This is tested by looking at the VIF value and multicollinearity 

(see Appendix 11).  

 

(5) The residuals are normally distributed: ut ∼ N(0, σ 2 ) 

The fifth assumption that must be fulfilled for designing a linear regression is that the residuals 

ought to be normally distributed. Whether normal distribution exists or not can be examined 

by a histogram and Shapiro – Wilk test (see Appendix 8-10). If the residuals are normally 

distributed, the histogram should be “clock formed” and not show statistical significance. To 

only determine whether the residuals are normally distributed from histograms enables own 

interpretation. That is why additional manual Shapiro – Wilk test was conducted to increase 

reliability. The Shapiro – Wilk test is appropriate for small sample sizes and in case the 

significant test value is larger than 0,05, the model is normally distributed (Laerd statistics, 

n.d). Should normal distribution not exist, one can choose to remove the extreme values for 

variables that give misleading results. Thus, the variables become normally distributed and 

more compatible with the regression (Brooks, 2014). 

 

(6) Multicollinearity 

The last assumption means that the independent variables ought not to correlate with each 

other. In case there is a very high correlation between independent variables, multicollinearity 

occurs. This is problematic because it makes it difficult to determine what effect each of the 

independent variables has on the dependent variable. It makes the regression very sensitive to 

changes such as removing or adding a variable. Multicollinearity can be tested by a correlation 

matrix (see tables 5, 9 & 13) and an additional VIF test (see Appendix 11). If multicollinearity 

exists, it is suggested to remove one of the correlated variables or increase the number of 

observations (Brooks, 2014). According to Westerlund (2005), the correlation between the 

dependent variables should be within the range -0.8 and 0.8 in order for multicollinearity to be 

excluded. Also, if the VIF values exceed 4, then multicollinearity exists.    
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3.6.2 Coefficient of determination and Adjusted R2 

The coefficient of determination (R2) is a standardized measure that indicates how well the 

regression model with its independent variables explains the variation in the dependent variable 

(Brooks, 2014). The higher the coefficient of determination is, the better the model explains 

the variation in the dependent variable. The value that the coefficient of determination indicates 

is always between 0 and 1 and it is defined as the square of the correlation coefficient. However, 

a problem is that the coefficient of determination always rises when more variables are included 

in the model, and therefore the adjusted determination coefficient (adjusted R2) should be 

applied instead. The adjusted coefficient of determination includes the loss of degrees of 

freedom that occur in the inclusion of more variables in a model (Brooks, 2014).  

 

The adjusted coefficient of determination is used to analyze how well the study's regression 

model explains the variation of the dependent variables ROA and Tobin's Q. 

3.6.3 Level of Significance 

The level of significance is the level where one is neutral between rejecting or accepting the 

null hypothesis. The most common significance levels are of 1% and 5%. These levels are 

suitable because they minimize the risk of type I errors, which means the null hypothesis is 

rejected when it should be accepted. The level of significance can be explained as the 

probability of being wrong in case the null hypothesis is rejected. A significance level of 1 % 

thus implies a risk of 1 % that the zero hypothesis is rejected when it should actually be 

accepted (Brooks, 2014). 

 

The results in this study are interpreted based on significance levels of 5 %. This decision is 

based in accordance with Brooks (2014) about its suitability and that they are the most common 

significance levels with significance level of 1 %. 

3.6.4 Compilation of selected tests 

Table 3: Compilation of selected OLS tests  

Relationship Test Appendix  

Heteroscedasticity  Breusch-Pagan 4-6 

Autocorrelation Durbin-Watson 7 

Normal distribution Shapiro-Wilk  8-10 

Multicollinearity  VIF 11 
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3.7 Method criticism 

As previously described, there are many studies that assess sustainability reports’ quality in a 

variety of ways, but there is no given way how it should be done. The GRI have a database on 

their website where they have ranked how extensive companies comply with the standards. 

This approach would have been suitable to conduct in the study to measure the quality of 

sustainability reports but the companies we have investigated are not included in this database. 

The results would also have been different if we had used different selection, another time 

interval, other variables etc. However, what we mainly think of it is that another result could 

have been achieved through different way of measuring the quality of the sustainability reports. 

For example, the outcome could have been different if we had used a scoring system with larger 

grading scale than the one specified for this study. 

 

We are critical of the fact that the data material was considerably less extensive than we both 

expected and wanted. Since we started with 311 companies and ended up with 30 companies, 

we see this as a major loss. Another selection could have been made from several industries in 

order to limit the loss. In addition, we are critical to the fact that we may have missed companies 

that use GRI in their sustainability reports. Since we had to search for information manually on 

websites and in various reports, the human factor may have had some effect. We tried to avoid 

this problem by both of us searching for the information, but it is unmanageable to exclude the 

fact that some companies may have dropped out of the sample by mistake. It may also have 

been a disadvantage that we only chose the companies that used GRI’s standards during all the 

years (2015, 2016 and 2017), since it may also have contributed to the limited sample. 

3.7.1 Reliability 

Reliability is about the dependability of the investigation and concerns the question whether 

the outcome would be the same if the investigation were to be re-implemented or if it was 

affected by random or temporary conditions (Bryman & Bell, 2013). Reliability is thereby 

affected by the performance and the degree of accuracy in processing the information (Holme 

& Solvang, 1997). According to Bryman and Bell (2013), there are three factors of great 

importance that can affect the reliability of a study and thus determine its reliability. These 

factors are stability, internal reliability and intermittent reliability.  

 

Stability aims to ensure that measurement results over time should not fluctuate (Bryman & 

Bell, 2013). Our data material is collected from the selected companies’ published annual 
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reports and sustainability reports, over a determined period of three years. To ensure stability, 

we have used the same variables for all companies during all the years. The measured result 

can therefore not fluctuate over time. Internal reliability means to what extent the results are 

not affected by different circumstances of the study. For example, Bryman and Bell (2013) 

argue that, if there are several researchers, these should agree on how interpretations should be 

carried out. The data collection should be an aid for generalized conclusions, thus the 

quantitative method is formalized. We need to determine in advance how the interpretations of 

the information should be made, e.g. how we should score the quality of the companies’ 

sustainability reports and how we should calculate financial performance. However, in 

applying quantitative methods, according to Holme and Solvang (1997), uncertainty may arise 

regarding the reliability of the data. They believe that it is not always possible to ignore the 

human factor in the collection and processing of the data. Interpersonal reliability aims at the 

risk that different observers make subjective assessments while translating data into categories 

(Bryman & Bell, 2013). We strived to be accurate, objective and impartial in order to reduce 

biases caused by human factors.  

3.7.2 Validity  

The concept of validity is used to verify if what was purpose of being measured has actually 

been measured (Bryman & Bell, 2013). It does not matter how high the reliability of the survey 

is if it is the wrong type of information that has been collected and processed. Previous research 

gave us knowledge and support on how to measure the quality of sustainability report and 

financial performance. Similar studies have included the same variables as those in this study 

which increases this study’s validity.  Data have been collected from reliable sources such as 

the companies’ own annual reports, hence the knowledge that we have been gathering the 

correct information. 
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4 Empirical Result 

The following chapter will present the results of the test which was used. Then the result from 

the regression will be presented as well as a compilation of founded relationships.   

4.1 GRI disclosure for 2015-2017 

 

 
Diagram 1: Percent of GRI disclosure for the selected companies 

 

In total, this study includes 90 observations where diagram 1 presents the level of GRI 

disclosure for each company and the year. From the table, it is only Stora Enso that is close to 

reporting under all GRI standards in their sustainability reports for all three years. The table 

also shows us a great variation in how much each company is including GRI standards in their 

sustainability reports over different years.        
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4.2 Results of the OLS tests  

From the different assumptions presented in the previous chapter, this section will present the 

effects of the OLS estimator.  

4.2.1 Residuals expected value  

The initial assumption for the regression to be considered as effective is that the expected value 

ought to differ from zero. This study’s regression does not contain any constant, but in 

Appendix 3 none of the regression lines crosses the y-axis at the origin. Since the regression 

lines do not cross origin, the first assumption about the expected values is considered as 

fulfilled.     

4.2.2 Heteroscedasticity  

To check heteroscedastic scatterplots and manual Breuch - Pagan tests was conducted. From 

the scatterplots the residuals have a relatively wide spread and the Breuch – Pagan values do 

not extend 7,81 (see Appendix 4-6). The null hypothesis of homoscedasticity is accepted and 

there is no heteroscedasticity in the models.    

4.2.3 Autocorrelation  

Durbin-Watson test has been used to examine if there is any autocorrelation in the tests, where 

a value of 2 indicates that there is no autocorrelation. From table 7, the dependent variables 

have a DW value between 1,570 and 2,544. This should not be considered as disturbing because 

it is only values under 1 and over 3 that should indicate autocorrelation (Field, 2013).  

4.2.4 Normal distribution  

From Appendix 8-10, the dependent variables are only normally distributed for 2015 and 

Tobin’s Q for 2016. If there is evidence found for non-normality, Brooks (2014) suggests to 

logarithm the variables and remove extreme values. After logarithm, the variables became 

normally distributed, but the overall result becomes misleading due to the fact that not all 

dependent variables are logarithmic. Non-Normality should still be expected for financial data 

and in particular with small sample sizes (Brooks, 2014).  

4.2.5 Multicollinearity 

To examine if there is multicollinearity in the regressions, the correlation matrix (see tables 5, 

9 & 13) and VIF values (see Appendix 11) have been evaluated. None of the VIF values are 
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larger than 4, while at the same time the correlation lies between -0,8 and 0,8, which implies 

that there is none multicollinearity in the regressions.      

4.2 Descriptive statistic 2015 

Table 4: Descriptive statistics 2015 

Variable Mean Std. Deviation N 

Tobin’s Q  1,2071 6,4213 30 

ROA 7,5216% 4,3397% 30 

GRI-quality 43,6608% 21,2941% 30 

Growth 7,9792% 7,3997% 30 

Firm size 10,6595 1,2420 30 
 

Table 4 comprises of a sample of the descriptive statistics for the year 2015. The mean value 

of Tobin’s Q is 1,2071, which is little over the recommended value of 1. A Tobin’s Q value 

over 1 indicates that the companies provide more value for their owners because they are more 

effective in using their current assets. The mean ROA for 2015 is 7,52%, which is quite a low 

number. This indicates that the companies only generate approximately 7 % of their assets into 

the business. In average, 43,66 % of the total GRI standards was disclosed by the 30 Swedish 

manufacturing companies that reported with GRI for 2015.   

 

Table 5: Correlation 2015 

Pearson Correlation ROA Tobin’s Q GRI-quality Growth Firm Size 

ROA 1 0,733** 0,412* 0,093 0,161 

      

Tobin’s Q 0,733** 1 0,336 0,056 -0,062 

      

GRI-quality 0,412* 0,336 1 -0,283 0,135 

      

Growth 0,093 0,056 -0,283 1 0,025 

      

Firm Size 0,161 -0,062 0,135 0,025 1 
**. Correlation is significant at the 0.01 level (2-tailed). 
*. Correlation is significant at the 0.05 level (2-tailed). 

 

From the correlation table between the indicators, there is a significant correlation between 

GRI-quality and ROA on a 5 % level. This mean that if the companies include more GRI 

standards in their sustainability reports, the companies will be more profitable. However, there 

is no significant correlation between GRI-quality and Tobin’s Q.  
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Table 6: Regression table for the dependent variable ROA 2015 

Variable  Coefficient (β) p-value 

GRI-quality 0,462 0,017* 

Growth 0,221 0,231 

Firm Size  0,093 0,599 
R2 = 0,226, N = 30  

* = Significance at 5%- level  

 

The coefficient of determination (R2) for ROA year 2015 is 22,6 %. This shows that 22,6% of 

the independent variables can explain ROA for 2015. Optimal for R2 is 100 %, which means 

that our independent variable can only explain ROA to 22,6 %. This table shows also that there 

is a positive relationship between the quality of sustainability reports and ROA on a 5 % 

significance level and that we can accept the H0.  

 

Table 7: Regression table for the dependent variable Tobin’s Q 2015 

Variable Coefficient (β) p-value 

GRI-quality 0,401 0,045* 

Growth 0,172 0,370 

Firm Size -0,121 0,513 

R2 = 0,226, N = 30  

* = Significance at 5%- level 

 

Tobin’s Q had a lower R2 for 2015 compared to ROA, where the independent variables explain 

the change in Tobin’s Q with 15,2 %. We can also accept the H0 for Tobin’s Q and the quality 

of sustainability reports in 2015 because there is a positive significant relationship with Tobin’s 

Q on a 5 % significance level.  

4.3 Descriptive statistic 2016 

 

Table 8: Descriptive statistics 2016 

Variable Mean Std. Deviation N 

Tobin’s Q 1,2238 6,2931 30 

ROA 7,1875% 3,9170% 30 

GRI-quality  41,6116% 19,9514% 30 

Growth -0,6292% 7,0912% 30 

Firm Size 10,7163 1,2551 30 
 

Descriptive statistics for 2016 have nearly the same results as for 2015, with a Tobin’s Q of 

1,2238 and a ROA of 7,18751 %. Two differences from 2015 is that the overall GRI disclosure 

has decreased to 41,611 % and that the companies have had a negative growth combined during 

2016.  
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Table 9: Correlation 2016  

Pearson 

Correlation 

ROA Tobin’s Q GRI-quality Growth Firm Size 

ROA 1 0,724** 0,222 0,009 0,126 

Tobin’s Q 0,724** 1 0,307 -0,078 0,006 

GRI-quality 0,222 0,307 1 -0,168 0,157 

Growth 0,009 -0,078 -0,168 1 0,036 

Firm Size  0,126 0,006 0,157 0,036 1 
**. Correlation is significant at the 0.01 level (2-tailed). 

 

From the correlation matrix, there is no significant correlation between GRI-quality and the 

dependent variables for 2016.  

 

Table 10: Regression table for the dependent variable ROA 2016 

Variable Coefficient (β) p-value 

GRI-quality 0,215 0,283 

Growth 0,042 0,829 

Firm Size 0,090 0,644 
R2 = 0,059, N = 30  

 

From table 10, the independent variables only explain the change in ROA with 5,9 %. The 

quality of the sustainability reports has also no positive significant relationship with ROA for 

2016.  

 

Table 11: Regression table for the dependent variable Tobin’s Q 2016 

Variable Coefficient (β) p-value 

GRI-quality 0,310 0,119 

Growth -0,024 0,901 

Firm Size -0,042 0,828 
R2 = 0,097, N = 30  

 

The independent variables can explain the change of Tobin’s Q with 9,7 %, which is a little 

better than the coefficient of determination for ROA, but still very insignificant. The p-value 

of 0,119 indicates that there is no significant relationship between Tobin’s Q and the quality of 

the sustainability reports on a 5 % significance level. 
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4.3 Descriptive statistic 2017  

Table 12: Descriptive statistics 2017  

Variable Mean Std. Deviation N 

Tobin’s Q 1,2469 6,2205 30 

ROA 7,9489% 6,1466% 30 

GRI-quality 35,5640% 19,3100% 30 

Growth 8,1749% 8,1358% 30 

Firm Size 10,7071 1,2437 30 
 

From the previous year, the companies have changed their negative growth but disclosed the 

lowest amount of GRI standards throughout the years. In 2017, the companies disclosed 35,56 

% of the total GRI standards. Even though there is a negative trend of GRI disclosure in the 

sustainability report, the companies still provide value for their owners according to Tobin’s 

Q.  

 

Table 13: Correlation 2017 

Pearson 

Correlation 

ROA Tobin’s Q GRI-quality Growth Firm Size 

ROA 1 0,567** 0,169 0,450* -0,021 

Tobin’s Q 0,567** 1 0,365* 0,112 0,067 

GRI-quality 0,169 0,365* 1 0,115 0,075 

Growth 0,450 0,112 0,115 1 0,013 

Firm Size -0,021 0,067 0,075 0,013 1 
**. Correlation is significant at the 0.01 level (2-tailed). 

*. Correlation is significant at the 0.05 level (2-tailed). 

 

From the correlation matrix, Tobin’s Q is significantly correlated with GRI-quality while there 

is no correlation between ROA and GRI-quality.  

 

Table 14: Regression table for the dependent variable ROA 2017 

Variable Coefficient (β) p-value 

GRI-quality 0,122 0,494 

Growth 0,436 0,019 

Firm Size -0,036 0,837 
R2 = 0,218, N = 30   

 

 

 

 

 

 



45 
 

Table 15: Regression table for the dependent variable Tobin’s Q 2017 

Variable Coefficient (β)  p-value 

GRI-quality 0,354 0,065 

Growth 0,070 0,704 

Firm Size 0,040 0,828 
R2 = 0,14, N = 30 

 

From the table 14 and 15, the independent variables are better in explaining the change of ROA 

and Tobin’s Q from the previous year, with an explanation degree of 21,8 % and 14 %. Also 

for the year 2017, there is no significant relationship between the quality of sustainability 

reports and financial performance on a 5 % significance level.   

4.4 Summary of significant relationships  

Table 16: Summary of significant relationships 

Quality on Sustainability reports ROA Tobin’s Q 

2015 + + 

2016 +/- +/- 

2017 +/- +/- 
+ = Positive significant relationship 

+/- = No significant relationship 
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5 Analysis 

The analysis chapter presents the results of the study as well as the ones from previous 

research, analyzing why the results looks the way they do.   

 

After completing the regression analysis, we have found that our results can be explained in 

various ways. The regression analysis does not find any statistically significant relationships 

between the quality of sustainability reporting based on how well it follows the GRI standards 

and financial performance as well as firm value for the years 2016 and 2017. However, we 

have found a significantly positive correlation for 2015. 

 

For the year 2015, a statistically significant correlation is found between the quality of the 

sustainability reports and both financial performance and firm value. The empirical results 

show that there is a positive correlation. That means that the better the firm is following the 

GRI standards, the better their financial performance and the higher their firm value is. 

Miralles-Quiros et al. (2018), who investigated whether sustainability reports published by 

listed banks are following the GRI guidelines provide incremental value to investors, mean that 

the banks must provide higher quality sustainability reports. They must make more of an effort 

to increase reporting on sustainability and thus the direct commitment to the community. Their 

(2018) study’s results showed that the stock market positively and significantly values that the 

banks are following the GRI guidelines. This can definitely be connected to our results.  

 

Van Beurden and Gössling (2008) found, through their literature, study results indicating that 

there is clear empirical evidence for a positive correlation between a company’s social and 

financial performance. The stakeholder- and the legitimacy theory were mentioned as 

explanations for the relationship. These theories are included in this study as well, since they 

may explicitly account for the positive correlation found for 2015. According to Moser and 

Martin (2015), the stakeholder theory has been applied to explain the motivation for CSR 

disclosure. Business managers today must take into consideration a wider group of stakeholders 

and they are facing more demands than ever before when applying more resources on CSR 

(McWilliams and Siegel, 2001). Since it is impossible for a company to perform in isolation 

from its surroundings, we are of an opinion that it becomes more and more important to meet 

the demands of the stakeholders. Sustainability reporting is essential, not only because of 

legislation, but also because it is clear that stakeholders require such efforts. Kamatra and 

Kartikaningdyah (2015) argue that a company’s financial performance will be enhanced if CSR 
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activities are well managed since the stakeholders will feel more confident and thus become 

more supportive. We interpret that as an explanation of why there is a positive correlation for 

2015 in our study.   

 

The legitimacy theory can also be seen as an explanatory factor for CSR disclosures. According 

to corporate sustainability reports, organisations are able to get their stakeholders to accept the 

company’s view of the society (O’Donovan, 2002). We interpret that sustainability reports can 

be seen as a communication tool in order for companies to gain legitimacy. Ching and Gerab 

(2017) argue that, based upon the legitimacy theory, improvements in sustainability reporting 

quality act as an important signal to gain legitimacy. This can be connected to our results found 

for 2015. Higher quality of the sustainability reports can be connected to both better financial 

performance and higher firm value, which is why we firmly believe it is possible to assume 

that legitimacy has been gained. According to Ching and Geran (2017), improvements in 

reporting quality will also decrease information asymmetry between the company and its 

stakeholders. Hence, both the stakeholder- and the legitimacy theory can be used as explanatory 

factors for the positive correlation found.    

 

The reasons why no significant relationships have been found for 2016 and 2017 may be due 

to various factors. We believe that we have achieved the statistical requirements that a 

regression analysis requires, as most of the assumptions are fulfilled, but there is a risk that the 

sample size was too limited. Because of our extensive loss due to the fact that the majority of 

the companies we investigated do not use GRI standards, only 30 companies were investigated. 

Therefore, it is impossible for us to exclude the idea that the non-significant results can depend 

on that. However, if the non-significant relationship is due to the selection, it is difficult to 

determine as a significant relationship could be found for 2015, when the sample size was the 

same. Hence, the limited size of the sample cannot be excluded as a contributing factor to the 

non-significant results, but we have to rely on our results since the regression analysis was 

performed correctly. 

 

A non-significant result means for us that there is no connection between the quality of 

sustainability reporting, based on how well it follows the GRI standards, financial performance 

and firm value. It is interesting to see that the quality of sustainability reports has decreased for 

each year, from 43 % in 2015 to 35 % in 2017. At the same time, the financial performance 

(ROA) has increased with a minimum percentage and the firm value (Tobin’s Q) is at about 



48 
 

the same level. It is possible that there is a latency in the decrease of the financial performance. 

Perhaps the study period is too short for generalization and we would have need larger 

timeframe in order to observe the effects of decreased GRI-quality. However, we must use the 

results available. The GRI-quality has thus decreased, profitability has increased and the 

positive correlation between these variables disappears between these years - how does this 

happen? 

 

Sustainability management can mean a competitive advantage for companies (Mukherjee & 

Nuñez, 2018; Waddock et al., 2002; Maqbool & Zameer, 2018). Is it possible that the reason 

why the positive correlation ceases is because Sweden is at the forefront and that the focus on 

sustainability reporting has already resulted in a competitive advantage for the Swedish 

companies that the study investigated? It might be the reason why developing countries, such 

as India and South Africa, as previous studies examined, are experiencing more positive 

connections today between increased quality of sustainability reports and financial 

performance. We interpret the ending relationship for 2016 and 2017 as the theories used in 

this study, stakeholder theory and legitimacy theory, are far less relevant. The theories can 

explain, to a large or minor extent, a situation and for 2016 and 2017, the theories cannot 

describe the results to the same extent, as for 2015. Perchance the problem is not what you 

disclose in your sustainability reports, rather if you really succeed in creating legitimacy among 

your stakeholders. It does not matter what CSR activities have disclosed, if it is not what creates 

legitimacy. The society's expectations are constantly altering, and business leaders must listen 

to these changes in order to communicate what their stakeholders want to take part of.  

 

We think it is important to focus on that legitimacy since it is about the perceptions of the 

organisation held by stakeholders and that it is also significant to make disclosures that show a 

company is complying with society's expectations. Otherwise, legitimacy can be threatened 

even though the organisation's performance actually is not deviating from the society's 

expectations (Deegan, 2006). It therefore appears that the content which is disclosed and 

consequently the quality of the reports, are of greater importance than what the companies 

perform in real life, for the creation of legitimacy. Obviously, the companies in this study have 

not succeeded in creating legitimacy as the positive correlation between GRI-quality and 

financial performance has ceased. It is possible that this is due to the markedly reduced quality 

of the sustainability reports as they have simply deteriorated during the recent years. It would 

have been interesting to see if it would be possible to find positive correlations between whether 
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the quality had instead increased and how the financial performance would have been affected 

by that. 

 

Similar results can be found in previous research. For example, Dall and Olsson (2017) found 

no significance between GRI-quality and firm performance. Utami (2015), who evaluated 

financial performance based on the quality of sustainability disclosure in manufacturing 

industry, found no significance on firm value. Utami (2015) used, like we did in this study, 

Tobin's Q to evaluate firm value, and claims that if high quality sustainability disclosure shall 

increase firm value, revenue growth has to be higher. Implementation of GRI standards will 

not affect financial performance in the short term, but it definitely will in the long term, since 

long time-oriented investors are more likely to take GRI information into consideration (Utami, 

2015). Since many of our selected companies, due to the law regulation valid from 2015, just 

started sustainability reporting, many are in the start-up phase when it comes to using GRI 

standards. We interpret this as an underlying reason why many companies do not yet use GRI 

standards, and also as a reason why no significant relationship can be found in 2016 and 2017 

when it comes to quality of sustainability reports and firm value. Many managers have not yet 

realized the importance of using GRI standards and many investors are not interested in such 

information in the short term. Therefore, we believe that it is possible to find a significant 

relationship in the long run given that more companies have started to use the GRI standards 

and more investors value such information.  
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6 Conclusion 

In the final chapter, conclusions are made from the analysis that provides an answer to the 

research question and the aim. The authors have a discussion about the subject based on own 

interpretations. Finally, suggestions for future research are presented. 

 

Since the Swedish manufacturing industry is such a crucial part of the Swedish economy and 

at the same time put under pressure to act sustainably, we can conclude that it is an extremely 

interesting industry to study. The purpose of our study is to link the sustainability initiatives to 

business strategy and management more efficiently, as well as to provide evidence that a 

company’s financial performance increases as a result of improved sustainability reports’ 

quality. Our interpretation of the empirical material is that it is possible to draw different 

conclusions of the results since only one significant correlation was found. It is clear that there 

are only few Swedish manufacturer firms which use the GRI standards in their sustainability 

reports. It may be problematic, since there are many benefits to gain by using the GRI 

standards, according to previous research (Beck, et al., 2018; Montiel & Delgado-Ceballos, 

2014; Turcsanyi & Sisaye, 2013). Even our study, despite a small sample size, showed a 

significant and positive result. We perceive it as worrying that so few actually use the GRI 

standards since there are positive results for Swedish manufacturing companies to achieve. 

 

The significant positive correlation found for 2015 can be explained by the stakeholder- and 

legitimacy theory, which are theories that have been used in previous research as explanations 

for such correlations. However, the results demonstrate that the quality of the GRI-quality have 

remarkably decreased during these years, at the same time as the financial performance 

increases and thus the correlation between these variables disappears. We interpret that the 

stakeholder- and legitimacy theories cannot describe the situation to the same extent as for 

2015; the companies simply fail to create legitimacy among their stakeholders. We find it 

possible that the reason is because they do not listen sufficiently to what the stakeholders 

demand. In a complex and changing world, where the societies’ expectations change, we think 

it is important to be open and adoptable towards new demands. What could mean a competitive 

advantage in 2015 may not be sufficient anymore. We can draw the conclusion that the main 

goal may be to succeed in creating legitimacy among your stakeholders, and it does not seem 

to have been the case for the companies in recent years according to our study’s results. We 

believe that companies need to put more effort into disclosing in tune with the demands of their 

stakeholders, since they obviously fail to create legitimacy. One idea is also to be clearer in 
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their marketing that they perform sustainability reporting and that they use the GRI standards 

in order to create both credibility and legitimacy. 

 

It seems to be the quality of the sustainability reports that is of great importance in order to 

create legitimacy (Ching & Gerab, 2017). Our empirical results illustrate a positive correlation 

between sustainability reporting quality, financial performance and firm value when the GRI-

quality is at its highest level, which can be explained by the study’s theories; the companies 

hence succeed in creating legitimacy among their stakeholders. Thus, it is problematic that the 

GRI-quality decreases markedly during the recent years, since we conclude that it is probably 

the underlying reason why the companies failed to create legitimacy. If instead the quality had 

improved during these years, we should conclude that it is possible that we today might have 

investigated a completely different correlation, and just like 2015 when the quality was at its 

highest level, a positive one. 

 

We believe there are motives for companies to improve their sustainability reports. If you, as 

business manager, can improve the quality of the sustainability reports, according to your 

stakeholders’ demands and that you thus succeed in creating legitimacy, we firmly believe that 

it is possible to gain new competitive advantages that will lead to improved financial 

performance and higher firm value. We conclude that we, through our study in this research 

field, have contributed to strengthening the link between sustainability initiatives and business 

strategy management. 

6.1 Future research 

As future research, we suggest qualitative studies should focus on what creates legitimacy 

among stakeholders. Given that this, as already mentioned, is something that is constantly 

changing, the focus ought to be on contributing qualitative evidence of how different standards, 

such as GRI, can create legitimacy among stakeholders. Further, we suggest that more studies 

which investigate companies working actively and dedicatedly to improve their sustainability 

reports according to GRI standards are conducted as well as their impact on financial 

performance. Last but not least, we recommend studies investigating increased quality of 

sustainability reports’ impact on financial presentation in the long run should be carried out, 

where more companies have begun implementing the GRI standards and more stakeholders 

and investors value such information.  
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Appendix 

Appendix 1: GRI Economic, Environmental and Social performance indicators  

 

G4 ECONOMIC PERFORMANCE 
201-1 Direct economic value generated and distributed 

201-2 Financial implications and other risks and opportunities due to climate change 

201-3 Defined benefit plan obligations and other retirement plans 

201-4 Financial assistance received from government 

202-1 Ratios of standard entry level wage by gender compared to local minimum 

wage 

202-2 Proportion of senior management hired from the local community 

203-1 Infrastructure investments and services supported 

203-2 Significant indirect economic impacts 

204-1 Proportion of spending on local suppliers 

Total 9 Economic indicators  

 

G4 ENVIROMENTAL PERFORMANCE  
301-1 Materials used by weight or volume 

301-2 Recycled input materials used 

302-1 Energy consumption within the organization 

302-2 Energy consumption outside of the organization 

302-3 Energy intensity 

302-4 Reduction of energy consumption 

302-5 Reductions in energy requirements of products and services 

303-1 Water withdrawal by source  

303-2 Water sources significantly affected by withdrawal of water  

303-3 Water recycled and reused 

304-1 Operational sites owned, leased, managed in, or adjacent to, protected areas 

and areas of high biodiversity value outside protected areas 

304-2 Significant impacts of activities, products, and services on biodiversity 

304-3 Habitats protected or restored 

304-4 IUCN Red List species and national conservation list species with habitats in 

areas affected by operations 

305-1 Direct (Scope 1) GHG emissions 

305-2 Energy indirect (Scope 2) GHG emissions 

305-3 Other indirect (Scope 3) GHG emissions 

305-4 GHG emissions intensity 

305-5 Reduction of GHG emissions 

305-6 Emissions of ozone-depleting substances (ODS) 

305-7 Nitrogen oxides (NOX), sulfur oxides (SOX), and other significant air 

emissions 

306-1 Water discharge by quality and destination 

306-2 Waste by type and disposal method 

306-3 Significant spills 

306-4 Transport of hazardous waste 

306-5 Water bodies affected by water discharges and/or runoff 

G4-EN27 Extent of impact mitigation of environmental impacts of products and 

services 

301-3 Reclaimed products and their packaging materials  
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307-1 Non-compliance with environmental laws and regulations 
G4-EN30 Significant environmental impacts of transporting products and other 

goods and materials for the organization’s operations, and transporting 

members of the workforce  
G4-EN31 Total environmental protection expenditures and investments by type 

308-1 New suppliers that were screened using environmental criteria 

308-2 Negative environmental impacts in the supply chain and actions taken 

Total 33 Enviromental indicators  

 

G4 SOCIAL PERFORMANCE  
CATEGORY: LABOR PRACTICE AND DECENT WORK 

401-1 New employee hires and employee turnover  

401-2 Benefits provided to full-time employees that are not provided to temporary or 

part-time employees  

401-3 Parental leave  

402-1 Minimum notice periods regarding operational changes  

403-1  Workers representation in formal joint management–worker health and safety 

committees  

403-2  Types of injury and rates of injury, occupational diseases, lost days, and 

absenteeism, and number of work-related fatalities  

403-3  Workers with high incidence or high risk of diseases related to their 

occupation  

403-4 Health and safety topics covered in formal agreements with trade unions  

404-1 Average hours of training per year per employee  

404-2 Programs for upgrading employee skills and transition assistance programs  

404-3 Percentage of employees receiving regular performance and career 

development reviews  

405-1  Diversity of governance bodies and employees  

405-2 Ratio of basic salary and remuneration of women to men  

414-1  New suppliers that were screened using social criteria  

414-2  Negative social impacts in the supply chain and actions taken  

CATEGORY: HUMAN RIGHTS  

412-3 Significant investment agreements and contracts that include human rights 

clauses or that underwent human rights screening  

412-2  Employee training on human rights policies or procedures  

406-1 Incidents of discrimination and corrective actions taken  

407-1 Operations and suppliers in which the right to freedom of association and 

collective bargaining may be at risk  

408-1 Operations and suppliers at significant risk for incidents of child labor  

409-1 Operations and suppliers at significant risk for incidents of forced or 

compulsory labor  

410-1 Security personnel trained in human rights policies or procedures  

411-1 Incidents of violations involving rights of indigenous peoples  

412-1 Operations that have been subject to human rights reviews or impact 

assessments  

414-1  New suppliers that were screened using social criteria  

414-2  Negative social impacts in the supply chain and actions taken  

CATEGORY: SOCIETY  

413-1 Operations with local community engagement, impact assessments, and 

development programs  

413-2 Operations with significant actual and potential negative impacts on local 

communities  
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205-1 Operations assessed for risks related to corruption  

205-2 Communication and training about anti-corruption policies and procedures  

205-3 Confirmed incidents of corruption and actions taken  

415-1 Political contributions  

206-1 Legal actions for anti-competitive behavior, anti-trust, and monopoly practices  

419-1 Non-compliance with laws and regulations in the social and economic area  

414-1 New suppliers that were screened using social criteria  

414-2 Negative social impacts in the supply chain and actions taken  

CATEGORY: PRODUCT RESPONSIBILITY 

416-1 Assessment of the health and safety impacts of product and service categories  

416-2 Incidents of non-compliance concerning the health and safety impacts of 

products and services  

417-1 Requirements for product and service information and labeling  

417-2 Incidents of non-compliance concerning product and service information and 

labeling  

417-3 Incidents of non-compliance concerning marketing communications  

418-1 Substantiated complaints concerning breaches of customer privacy and losses 

of customer data  

419-1  Non-compliance with laws and regulations in the social and economic area  

PR3 Type of product and service information required by procedures, and 

percentage of significant products and services subject to such information 

requirements 

PR4 Total number of incidents of non-compliance with regulations and voluntary 

codes concerning product and service information and labeling, by type of 

outcomes 

PR5 Practices related to customer satisfaction, including results of surveys 

measuring customer satisfaction 

PR6 Programs for adherence to laws, standards, and voluntary codes related to 

marketing communications, including advertising, promotion, and sponsorship 

PR7 Total number of incidents of non-compliance with regulations and voluntary 

codes concerning marketing communications, including advertising, 

promotion, and sponsorship by type of outcomes 

PR8 Total number of substantiated complaints regarding breaches of customer 

privacy and losses of customer data 

PR9 Monetary value of significant fines for noncompliance with laws and 

regulations concerning the provision and use of products and services 

Total 50 Social performance indicators  
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Appendix 2: List of used companies in the study  

Company GRI 2015 GRI 2016 GRI 2017 

ABB  X X X 

Sandvik X X X 

Volvo Group X X X 

AkzoNobel X X X 

ASSA ABLOY X X X 

Atlas Copco X X X 

BillerudKorsnäs 

Rockhammar 

X X X 

Boliden X X X 

Electrolux X X X 

Ericsson X X X 

Husqvarna X X X 

Kemira X X X 

Lantmännen X X X 

McNeil  X X X 

NIBE X X X 

Nobia X X X 

Pfizer X X X 

SAAB X X X 

SCA X X X 

Scania X X X 

PEAB X X X 

SKF X X X 

SSAB X X X 

Stora Enso X X X 

Trelleborg X X X 

NCC X X X 

Valmet X X X 

YARA X X X 

Holmen X X X 

Outokumpu 

Steinless 

X X X 

Total 30 Swedish manufacturing companies  
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Appendix 3: Constant value (ŷ)    

 

Coefficient (β) ROA Tobin’s Q 

2015 -1,081 122,649 

2016 2,428 103,964 

2017 5,788 58,323 
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Appendix 4: Test for heteroscedasticity 2015 

 

Breuch – Pagan  ROA Tobin’s Q 

Regression Sum of Squares 0,087 0,003 

Breuch – Pagan value  0,0435 0,0015 
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Appendix 5: Test for heteroscedasticity 2016  

 

Breuch – Pagan  ROA Tobin’s Q 

Regression Sum of Squares 0,110 7,856 

Breuch – Pagan value  0,055 3,928 
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Appendix 6: Test for heteroscedasticity 2017 

 

Breuch – Pagan  ROA Tobin’s Q 

Regression Sum of Squares 15,030 10,862 

Breuch – Pagan value  7,515 5,431 
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Appendix 7: Test for Autocorrelation 

 

Dependent variable/Year Durbin-Watson value 

ROA 2015 1,889 

ROA 2016 2,130 

ROA 2017 2,544 

Tobin’s Q 2015 1,605 

Tobin’s Q 2016 1,570 

Tobin’s Q 2017  1,629 
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Appendix 8: Test for Normal distribution 2015 

 

Sharpo – Wilk Statistic N Sig. 

ROA 0,964 30 0,401 

Tobin’s Q 0,933 30 0,058 

GRI-quality 0,887 30 0,004 

Growth 0,960 30 0,301 

Firm Size  0,961 30 0,325 
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Appendix 9: Test for Normal distribution 2016  

 

Sharpo – Wilk Statistic N Sig. 

ROA 0,925 30 0,035 

Tobin’s Q 0,951 30 0,185 

GRI-quality 0,924 30 0,035 

Growth 0,973 30 0,629 

Firm Size  0,959 30 0,288 
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Appendix 10: Test for Normal distribution 2017  

 

Sharpo – Wilk Statistic N Sig. 

ROA 0,848 30 0,001 

Tobin’s Q 0,926 30 0,039 

GRI-quality 0,885 30 0,004 

Growth 0,969 30 0,505 

Firm Size  0,958 30 0,270 
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Appendix 11: Test for multicollinearity  

 

VIF  2015 2016 2017 

GRI-quality 1,111 1,058 1,019 

Growth 1,092 1,033 1,014 

Firm Size  1,023 1,029 1,006 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

 


