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1. FOREWORD

Published in October 2015, this report explores
how Sweden’s largest listed companies communi-
cate their sustainability work. The report analyses
which companies communicate, what they say
that they will do, and what they have done within
Sustainability/Corporate Responsibility (S/CR).
We call this “talk” (what they discuss) and “walk”
(how they report back on what they do). The
report was commissioned by MISUM (The Mistra
Center for Sustainable Markets at the Stockholm
School of Economics) and Stockholm School of
Economics’ (SSE) Corporate Donor Relations.
The data was collected and coded by SSE MSc
students Uta Hénemann and Elisabet Alander with
the supervision of Acting Professor and MISUM's
Executive Director, Dr. Lin Lerpold.

The main aim of this report is to explore sustain-
ability communication by companies listed on
the Nasdag OMX Stockholm Large Cap index,

of which there are 72. In particular, we hope to
understand what information external stakehold-
ers can access about companies’ sustainability
strategies and initiatives, as well as the extent to
which those companies report on implementation.
Our variables and indicator schemes are broadly
based in extant research and have support in
practitioner best practice as it relates corporate
sustainability communication. Our purpose is

to facilitate the inclusion of external stakehold-
ers’ input into discussions around corporate

sustainability communication and how it can be
developed. By comparing the corporate communi-
cation of different companies, we hope to support
the development of clearer and more coherent
S/CR communication across different sectors, and
to identify companies that can serve as role mod-
els to others.

The channels we examined were corporate web-
sites, sustainability reports and/or annual reports
for the financial year 2014. We deliberately chose
to include only publicly available information in
our study, but appreciate that publicly communi-
cated sustainability efforts may exclude key initia-
tives not yet finalized or published. Furthermore,
we are also aware that sector, size and govern-
ance may have an impact on indicators, and that
the indicators themselves are open to discus-
sion. Nonetheless, similar to in other studies, we
believe that publicly available information is the
most relevant material to examine since 1) it is
what is accessible to external stakeholders, and 2)
it has important signaling effects. We also believe
that comparing companies through what they
communicate is powerful and can form the basis
for further constructive development.

For inquiries about the report, methods or the
results, please feel free to contact MISUM. Our
contact information is available at the end of this
report.



2. EXECUTIVE SUMMARY

We find that the Nasdag OMX Large Cap compa-
nies “talk” more than they “walk”. For instance,
88 percent of the listed companies (63 compa-
nies) communicate more about S/CR (in general)
than about specific actions related to their com-
municated aspirations. In particular, the top-level
commitments and formal structures of the organi-
zation reflect little in the way of S/CR. Only 25
percent of the companies has a leadership team
with an explicit formal responsibility for S/CR
matters and only 11 percent has gender-balanced
Boards of Directors. Of the 89 percent of the
boards that exhibit gender unbalance, there is not
a single company in which the number of women

outnumbers the number of men.

One of our more positive findings was that most
companies have defined S/CR targets, and that
these targets typically address more than one
dimension of S/CR. Similarly, S/CR policies are
widely publicized and often integrated into the
companies’ Codes of Conduct. Where companies

have such policies, reports on follow-up actions
in the area of anti-corruption is the most common
(70 percent of all companies have such a policy)
and reports on environmental policy follow-ups
are the least common (43 percent of all compa-
nies have such a policy).

There is also variation between sectors. For
instance, companies classified as Basic Materials,
on average, scored double the walk points of
those classified as Financial Services. Companies
in Technology scored, on average, three times
higher in the walk section than companies in the
Oil and Gas sector. There was also considerable

variation among companies in the same sectors.

Although our study examines all of the 72 compa-
nies listed on the Nasdag OMX Stockholm Large
Cap, we encourage future studies which also
examine these KPIs: both for listed companies in
other countries and for large unlisted companies
in Sweden and abroad.



3. INTRODUCTION

3.1 ABOUT US

The cross-disciplinary research center, MISUM,
was launched in January 2015. With initial fund-
ing from The Swedish Foundation for Strategic
Environmental Research (Mistra), MISUM aims

to go beyond traditional research and to cre-

ate research-based and business-relevant solu-
tions for sustainable markets. The researchers of
MISUM aspire to generate concrete solutions and
processes that contribute directly to sustainable
economic development and by doing so creating
a world-class, cross-disciplinary center of excel-
lence that will enhance the understanding for,
and create new insights, into sustainable mar-
kets. MISUM functions as a platform and meeting
place for many kinds of national and international
stakeholders: academics, practitioners, firms

and other organizations. MISUM’s mission also
includes providing expert advice to political lead-
ers and policy developers and collaborating with
other research centers.

3.2 BACKGROUND AND AIM

The role of business in society has often been
problematized and different views have been pit-
ted against each other. Sustainability/Corporate
Responsibility (S/CR) is not a univocal concept,
let alone a set of clear-cut practices embedded in
practitioner or academic consensus. We view
S/CR broadly. We have operationalized it through
26 key performance indicators (KPls) that cover
the areas which are considered to be pertinent,
namely economic, environmental and social sus-
tainability.

At the practitioner level, growing stakeholder
pressure to hold companies accountable for
their social and environmental externalities has

been accompanied by a proliferation of S/CR
reports and S/CR ratings and rankings. Reporting
on environmental and social matters has been
commonplace for many decades, with particular
growth over the past decade. Today, S/CR report-
ing has become a key way in which companies
communicate with diverse stakeholders about their
S/CR activities and has become a way to achieve
legitimacy.

Publicly available information is often the only
way these stakeholders find out about a com-
pany’s S/CR work and S/CR activities are often
argued as superficial or windowdressing by exter-
nal stakeholders. Consequently, companies and
their managers are asked to walk their
S/CR-talk; that is, to practice what they preach.

At a practice level, we know little about practition-
ers’ interpretations and conceptualizations of
S/CR. Although some scholars suggest that aspi-
rational S/CR talk has performative qualities and
thus effects companies’ actual S/CR performance,
no significant studies have been made to trace
how corporate action is related (or unrelated) to
corporate aspirations. No studies have been made
to investigate if, and in that case how, there are
any differences in this regard between corpora-
tions on the Large Cap Index.

As mentioned, the main aim of our study is to
map and examine the sustainability communi-
cation among Swedish Large Cap companies.

In order to contribute to sustainable economic
development of Swedish companies and to
develop concrete solutions and processes it is
highly important to get a deeper understanding of
Swedish companies’ current S/CR communication
and performance. Further, it is highly important to
get qualified insights into the ways these impor-
tant market players think about sustainability. This



study therefore conducts a study of the largest
listed Swedish companies, zooming in on both
what they say (“talk”) and what they do (“walk”)
when it comes to S/CR. Based on this comparison,
we then map out these talk and walk scores in
order to compare them to each other, and across
companies. In so doing, we hope to support the
development of clear and coherent S/CR com-
munication standards across different sectors, and
help identify companies that can serve as role
models to others.

3.3 OVERVIEW AND RESEARCH DESIGN

We scored each company on what they say that
they will do, and what they say that they have
done with regards S/CR. KPIs from the talk section
relate to corporate communications on sustain-
ability, while KPIs from the walk section assess the
information that is available on the follow-up and
the actual sustainability work. Companies could
score a maximum of 17 points for “talk” and a

maximum of 17 points for “walk” communication.

We decided to assess a wide range of different
KPIs in order to comprehensively examine the
companies’ communication with regards to

S/CR. There were 26 KPIs in total (see Appendix
for details). Twenty of these made use of a binary
scale (0 or 1) and six made use of a scale from
either 0 to 2 or 0 to 3. Note that we only included
indicators that we could measure for all of the
companies in the sample and that are relevant for
all companies, irrespective of sector. The scoring
scheme enabled us to compare the level of talk,
as well as the level of walk, for all companies.

In addition, we calculated the difference between
these companies’ talk and walk.

Each company was given an opportunity to
respond to its own score and any omissions

prior to the publication of this report. Seventeen
companies responded to their scores within the
10 days we gave them to respond, while two
more companies contacted us after the deadline.
Based on their feedback we updated some scores,
in particular on policies and follow-up actions
we had clearly missed. We assessed the mate-
rial through the lenses of an external stakeholder
and if, from this point of view, no clear connec-
tion to S/CR could be identified, no points were
rewarded.

@

For more information on the different KPIs and the
scoring scheme, please see the Appendices.

3.4 COMPANY SELECTION

The study uses a sample of 72 companies from
seven different sectors and is intended to repre-
sent the largest companies in Sweden. As such,
we examined those companies that have a market
value over one billion euro and are therefore
listed on the Nasdag OMX Large Cap Index

in Stockholm. Please note that our selection of
companies represents the companies listed on the
Index as of March 2014. We relied on Nasdaq
OMX’s defined sectors, which it derives from the

ICB sector classification.’

1. The Industry Classification Benchmark (ICB) is a product of FTSE Inter-

national Limited. It is a detailed and comprehensive structure for sector and
industry analysis, facilitating the comparison of companies across four levels
of classification and national boundaries. The classification system allocates
companies to the subsectors whose definition closely describes the nature of
its business as determined from the source of its revenue or the source of the

majority of its revenue.

Basic Materials 6
Industrials 19
Consumer Goods 8
Health Care 5
Consumer Services 5
Telecommunications 4
Financials 19
Technology 8
Oil and Gas 3
Total 72

Table 1: The Nasdag OMX companies included
in this study, by sector.



3.5 INFORMATION SELECTION
AND SCREENING

We assessed the available materials from each
company for the 2014 financial year. These data
sources include annual reports, sustainability/
corporate governance reports, Codes of Conduct,
and policies. In total, we screened approximately
9 000 pages of corporate information. We also
included the websites of all sample companies in
the study. S/CR initiatives that were not communi-
cated through these materials were not included.



4. RESULTS AND ANALYSIS

Each company’s position is plotted, based on its
score in the talk section (x-axis) and its score in
the walk section (y-axis) in Figure 1. The dotted
lines show the average talk and walk score for
the sample. Tables one and two show the com-
position of the metrics, as well as the frequency
distribution of companies in each scoring metric.
The orange circles represent the companies that
scored the same amount of points in the talk and
the walk section. Further, the companies that score
higher in the walk section than in the talk section
are highlighted using green circles.

For this graph we use the average talk and walk
score levels (the dotted lines) to divide the results
into four quarters. The bottom left quarter shows
the companies with talk and walk scores below
the average, or what we have called silent low-
performers. The top left quarter shows the com-
panies that have a walk score above average

but a talk score below average, or what we call
silent walkers. The bottom right quarter shows the
companies that have a walk score below the aver-
age, but a talk score above the average. We call
them talking low-performers. The final, top right,
quarter shows the companies that have a talk and
a walk score that is higher than the average. We
labelled these companies talking walkers.
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Figure 1: Relative performance of companies listed on the Nasdag OMX Large Cap Index.
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5. MAIN FINDINGS

The following sections present our five main find-
ings in detail.

#1 Companies talk more than
they walk

There is room for improvement in how companies

follow-up and communicate their S/CR aspirations

and efforts.

* Overall, 88 percent of the companies (63
companies) talks more about S/CR in general

than about specific undertakings as part of their

communicated aspirations and S/CR practices.

* Only one company scores the maximum 17
points for the talk side, while the highest score
for walk was 14. No single company obtained

Did the companies in the sample
walk their S/CR talk?

. Talk score > Walk score
. Talk score < Walk score

. Talk score = Walk score
no. of companies

0 4 8

Table 4: Companies talk more than they walk.

\E)

full points for its walk: the highest score was 14
out of 17 points, obtained by two companies.

We group the companies into four categories:
Silent walkers (5 companies), silent lower-
performers (28 companies), talking lower-per-
formers (11 companies) and talking walkers (28
companies).

Only six companies (8 percent) score higher

in their walk than in their talk, and only three
companies (4 percent) achieve the same scores
in both sections.

On average the companies score 9.6 out of

17 points for talking and 6.1 points out of 17
points for walking (the mean score). However,
there are larger differences between companies
when it comes to talk (a standard deviation of
3.9) than when it comes to walk (a standard
deviation of 4.1).

12 16 20 24 28 32 36 40 44 48 52 56 60 64 68 72



#2 Low top-level commitment

The formal structures of the companies do not
really reflect S/CR practices.

* Among the companies, 75 percent does not
have a leadership team with an explicit formal
responsibility for handling S/CR matters.

* Moreover, 89 percent of the companies has
a board of directors with an unbalanced share
of women and men. We define a board of direc-
tors as “balanced” if each gender occupied a
minimum of 40 to 60 percent of board seats.

Is the S/CR Executive part
of the group management
team?

Are both genders equally
represented; that is, do
both men and women
occupy 40 to 60 percent of
Board of Director seats?

no. of companies 0 4 8 12 16 20 24 28 32 36 40 44 48 52 56 60 64 68 72

The prerequisites are not fulfilled.

. The prerequisites are fulfilled

Table 5: Top-Level Commitment to S/CR is low.



#3 S/CR Targets are prevaleni frames for obtaining them are communicated.
As a consequence, these companies do not

score any points for this KPI in the walk section
of the study.

and multi-faceted

The majority of the Nasdagq OMX large companies
(71 percent) has defined S/CR Targets.

In total, 38 of the companies who communi-
cated S/CR targets also talk about how well they

* Most of these companies have targets for at achieved these goals. These companies make
least two of the environmental, social and cor- up almost 53 percent of all sample companies,
porate governance aspects of S/CR. Indeed, 73 and 79 percent of those companies with defined
percent out of the companies that have defined S/CR targets.

S/CR targets address two or more dimensions of .

Interestingly, only 10 companies communi-

S/CR. cate S/CR goals that were not focused on the
However, we see that companies formulated their short-term, defined as extending beyond 2016.
targets differently: Moreover, none of these “more long-term”

sustainability strategies go beyond 2020. The

* Three companies do not formulate their S/CR maijority of S/CR targets that we can identify

targets in a measurable way. This meant that within the materials therefore took a rather

neither the scope of these targets nor the time short-term perspective.

Are S/CR targets
defined?

PR SRV TSN SNV TSR SN T SR ST SR SN SN SR NN SR ST NS SR |

no. of companies 0 4 8 12 16 20 24 28 32 36 40 44 48 52 56 60 64 68 72

. No targets are defined.
(21 companies)

. The defined targets cover one aspect of S/CR.
(14 companies)

The defined targets cover two or more aspects of S/CR.
(37 companies)

Table 6: Defined S/CR Targets are prevalent and multi-faceted.



Are S/CR targets
defined?

no. of companies 0 4 8 12 16 20 24 28 32 36 40 44 48 52 56 60 64 68 72

No targets are defined or they are not
. defined in a quantifiable way.
(24 companies)

The targets’ scope and time frames are defined, but not

. beyond 2016.
(38 companies)

The targets’ scope and time frames are defined and
. extend beyond 2016.
(10 companies)

Table 7: Defined S/CR targets do not show quantifiable, long-term strategies.



#4 S/CR Policies are common e Corruption is the area most commonly discussed

and often integrated

by the companies examined (90 percent), fol-
lowed by Human Rights (73 percent) and the

in the Code of Conduct Environment (71 percent). These three areas are

Most of the companies tackle one or several of
the following: Human Rights, Employee Health
and Safety, Corruption or the Environment. This is
either through specific policies or as part of their

addressed by at least two thirds of all compa-
nies with the help of policies or their corporate
Codes of Conduct. In contrast, less than half of
the companies (49 percent) address Employee
Health and Safety explicitly, whether through a
policy or their Code of Conduct.

Code of Conduct. However, companies communi-

cate on what they do to follow-up on policies to a

Not only is Corruption tackled by 90 percent of

lower extent. Out of the 71 percent of companies the sample companies, its scope and follow-
that has an environmental policy, only 43 percent up rate is also the highest: 70 percent of all
of them report on follow-up actions. companies with an anti-corruption policy also

communicated how they aim to put their aspira-

tions into practice.

Human EHS Policy Anti- Environment
Rights Corruption Policy
Policy Policy

Number of companies with such a

. policy.

. Number of companies that communicate
follow-up actions regarding that policy.

Follow-up level

Percentage of companies that not only
communicate the respective policy, but
follow-up actions, as well.

Table 8: S/CR Policies are widely publicized and are often integrated in the Code of Conduct.



#5 Clear differences

across industry sectors

Comparing companies’ performances by sector
reveals additional interesting findings. However,
these findings should be used with some reserva-
tion, as some sectors are represented through a
much smaller number of companies in the sample
than others:

* Companies from the sector Basic Materials,
making up 8 percent of the companies, have
on average the highest talk score in the sample
(12 points), whereas companies from the sector
Financial, making up 26 percent of the total,
score on average only é points and also have
the smallest average talk score.

* Companies from the sector Technology have, on
average, the highest walk among all Nasdag
OMX Large Cap companies (9 points), while
companies from the sector Oil and Gas have

a median score of only 3 points and have the
smallest average talk score.

The 10 companies with the highest over-

all scores come from four different sectors
(Industrials, Consumer Services, Basic Materials
and Consumer Goods). The 12 highest individual
company scores came from 7 different sectors.

Please note that the Financial companies in

our study generally communicate less on S/CR
matters than e.g. manufacturing and consumer
goods companies. This might be expected as
investment companies’ environmental and
social impact is reflected in the companies in
which they invest, rather than through their own
operations. These companies generally have rel-
atively fewer employees and a business model
that builds on investments and not production.
Nevertheless there is room for improvement for
the S/CR communication regarding how these
investments are made.

Basic Materials Industrials ~ Consumer Goods ~ Health Care

Consumer Telecommuni- Financials
Sevices cations

Technology Oil & Gas

. Mean Talk Score per sector

. Mean Walk Score per sector

Mean Talk Score (all companies)
9,6 points

Mean Walk Score (all companies)
6,1 points

Table 9: Walk and talk levels differ between different industry sectors.






6. APPENDIX

APPENDIX A: SCORING SCHEME

This table contains a description of all KPIs that
we apply and the prerequisites for the different
points. It is comprised of two parts. Part 1 covers
the KPIs relating to talk while Part 2 covers the
KPls relating to walk.
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7. CONTACT INFORMATION

For inquiries about the study or the results,
please feel free to contact us.

THE WALKING THE TALK RESEARCH TEAM

Lin Lerpold

Uta Hénemann
Elisabet Alander
Erik Wikberg
Johan Eliasson

Mistra Center for Sustainable Markets (MISUM)
Stockholm School of Economics
PO Box 6501, SE-113 83 Stockholm, Sweden

https://www.hhs.se/en/research/institutes/misum-startpage/

E-mail: misum-studies@hhs.se
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