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Abstract

The increased interest towards corporate respdibgii@R) has lead into increased reporting of
corporate responsibility by the companies. Inst&aderely trusting the companies, the
stakeholders demand proofs on the level CR. Howdlvermeasures of CR are still evolving and
especially the measures of social dimension of ERlrattention. The most relevant form of CR
depends on the industry and the geographical semgefor this study, European food retailing is

chosen. Retailing has a major effect on consuntié&saind food has an impact of human’s health.

In addition, retailing is a major employer and Eagopean retailers have similar characteristics.
Europe, the history of social dimension of corperasponsibility is somewhat similar due to
European Union. The purpose of the study iartalysehow appropriate are the measures of
social dimension in the leading European food rethars’ CR reports. The research question is
divided into sub questions:

* How do the measures of social dimension of CR medetbility?

* How do the measures of social dimension of CR malelity?

* How do the measures of social dimension of CR roeetparability?
The purpose of the study was approached througitigseon stakeholders, retailing, social dime
sion of CR, process of measuring the social dineensf CR, CR reporting and criteria for appro

priate measures of CR. The research questionsamsigered by analyzing corporate responsibili

reports from four large European retailers pubtigha report, namel@arrefour S.A., Tesco, Metr¢
AG andAhold.Eight reports from each company were analysed thghiy and additional four re-
ports published by them were coded using conteaiysis. For the analysis, frameworks and de
sion rules were developed using the theories pteden the study.

The main findings of this study are that therearly 9 appropriate measures out of 1 870 analy
ones:majority of the measures are not appropriate enqugh similarly valid, reliable and compa
rable. This result supports the statement thatliable measure usually suffers from low validad
stakeholderssince an issue easy to measure is usually imdiffé¢o the stakeholder group. It is al
concluded, that the ideal type of a measure is gsonmethat has both its aim and compliance cor
municated. For companies, the main focus in dewaipmeasures of social dimension of CR
should be on developing movalid indicators. External verification is another neszey step for
the companies in order to increaserdl@bility of the reports as well as the trust of the
stakeholdersComparabilitybetween companies needs improvement, and thisdghndeveloping
standards for industries in cooperation with thepanies reporting social dimension of CR.

n

Key words Retail trade, corporate responsibility, reports;dpe

Further

information




TIVISTELMA

TURUN KAUPPAKORKEAKOULU X | Pro gradu -tutkielma
Turku School of Economics Lisensiaatintutkielma
Vaitoskirja
Oppiaine | Kansainvalinen liiketoiminta Paivamaara 19.5.2008
Matrikkelinumero 9080

Tekija(t) Eeva Heinonen

Sivumaara 162

Sosiaalisen ulottuvuus suurimpien eurooppalaisiataevikejakelijoiden

Otsikk : :
SIKKO yhteiskuntavastuun raporteissa

Ohjaaja(t) | Birgitta Sandberg, Taina Paju

Tiivistelméa

Kasvanut kiinnostus yhteiskuntavastuuta kohtaajolotanut lisaantyneeseen yhteiskuntavastuu
raportointiin yrityksissa. Kuitenkaan sidosryhmatée luota raportteihin ilman tuloksia tukevia
todisteita. Haasteeksi muodostuu se, etta yhtetakastuun raportoinnin mittarit, ja erityisesti
sosiaalisen vastuun mittarit, ovat vaativat vieddikystyota. Yhteiskuntavastuu riippuu yrityksen
toimialasta ja maantieteellisesta sijainnista. adatkimuksessa keskitytdan eurooppalaisiin

elintarvikejakelijoihin. Vahittaiskauppa vaikuttaauresti kuluttajiin ja ruoka inmisten terveyteen.

Euroopassa vahittaiskauppa on suuri tyollistapifgksilla on muutenkin yhtalaisyyksia. Lisaksi
yhteiskuntavastuun sosiaalinen ulottuvuus on Euass@ samankaltainen Euroopan Union
vaikutuksesta. Tutkimuksen tarkoituksena on anadgsmiten tarkoituksenmukaisia sosiaalisen
vastuun mittarit ovat suurimpien eurooppalaisten eintarvikejakelijoiden yhteiskuntavastuun
raporteissa Liséksi tarkastellaan,

* miten mittarit saavuttavat reliabiliteetin,

* miten mittarit saavuttavat validiteetin ja

* miten mittarit ovat vertailukelpoisia.
Tutkimusongelmia lahestyttiin vahittaiskaupan tanriyhteiskuntavastuun sosiaalisen
ulottuvuuden, yhteiskuntavastuun sosiaalisen utatiden mittaamisen, yhteiskuntavastuun
raportoinnin, tarkoituksenmukaisuuden kriteeriesigiosryhmateorian avulla.
Tutkimuskysymyksiin vastattiin analysoimalla yhteiatavastuun raportteja neljalta niita
julkaisevalta eurooppalaiselta yritykselta eli Aditith, Carrefourilta, Metrolta ja Tescolta. Siséllo
analyysin avulla jokaiselta yritykselta analysoitgerusteellisesti kahdeksan raporttia ja nelja
raporttia koodattiin. Analyyseja varten kehitet@nalyysikehikot ja paatdssaannot.
Tutkimuksen tuloksien mukaan vain 9 mittaria 1 8%@pvat tarkoituksenmukaisia: suurin osa
analysoiduista mittareista ei ole tarkoituksenmsikageli samanaikaisesti reliaabeleita, valideja jq
vertailukelpoisia. Tulokset tukevat vaitetta, jomkakaan reliaabeli mittari omaa yleensa alhaise
validiteetin, koska yleensa helposti mitattava asiaidosryhmille yhdentekeva. Lisdksi on

todettava, etta ihannemittarissa yhdistyy yhteiskusistuun tavoite ja sen noudattamisen arviointi.

Yrityksille yhteiskuntavastuun mittareiden osaltgikehityskohde tulee olla validimpien
mittareiden kehittdmisessa. Mittareiden ulkoisermistuksen kehittaminen on myds tarkea osa-
alue, silla se nostaa raporttien reliabiliteetigidosryhmien kokemaa luottamusta yritysta kohta
Sosiaalisen vastuun mittareiden vertailukelpoisuutitysten valilla tulee parantaa, ja tAma voi
tapahtua samalla alalla toimivien ja raportoivieitygten valisena yhteistyona.

Asiasanat Vahittdiskauppa, raportit, yhteiskuntavastuu, sasian vastuu, Eurooppa
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1 INTRODUCTION

Socialism failed because it couldn't tell the eaoiwtruth; capitalism
may fail because it couldn't tell the ecologicaltkr (Brown 2006).

There are also others who say that corporate regplity (CR) is here to stay and
it moulds the way business is done. Corporate respibity has taken its place in
business discussions (e.g. Zadek 2001; Wileniuss;2@@adek, Pruzan & Evans
1999a; Laszlo 2005; Swartz & Carroll 2003; Nisk&ararna 2003; Clement-Jones
2005). Combining the quoted prophecy and title bé& tstudy, i.e. corporate
responsibility measures and social dimension, tsasdar fetched, as it may seem at
the first glance. E.g. Dellaportas, Gibson and mAlhg(2005), Zadek, Pruzan and
Evans (1999a), Gray, Owen and Adams (1996) asasedlilkington (1999) argument
that the conservative means in measuring corp@ateess are indeed rooted in
capitalist thinking, and they do not take into ddesation the externalities produced
by companies. Externality is a concept used in esocs to describe the
consequences of economic activity outside the compghe alternative perspective
presented by the academics states that eventuaélynal negative influences caused
by companies become internal, i.e. affect theiirmss. (Gray et al 1996, 1-2)

Globalisation and increased power of multinatioeaterprises (MNEs) have
evoked discussion on accountability and transpgreficcorporations. Since 1960s
through nowadays the discussion has lead into ingeatternational standards and
institutions regulating MNEs. (Tulder & Zwart 200B36—7) Additionally a number
of voluntary standards and guidelines on corparedgeonsibility have been designed
for companies. They can be divided into three aateg: (1) initiatives that require
commitment; (2) standards regarding managemenbasithess activity systems; and
(3) guidelines and reporting guidelines (Niskald&na 2003, 40). In order to prove
their degree of responsibility companies bind thelwes into reporting, standards or
guidelines, or a mix of these. (Niskala & Tarna 2049-50)

To some it is not enough that comparsagthat they are responsible - companies
shouldprove their responsibility (Wilenius 2005, 135). Compasshould show that
they are worth the trust of the public by enhandimgr non-financial performance
(Zadek 2001, 1). In order to obtain a sufficienmelleof corporate responsibility action
the company needs to act on three levels. Firdtyy,company should make a public
commitment to corporate responsibility. By provuglistakeholders with seport on
how responsibility is incorporated, the companyuess that it is working on the is-
sue. Secondly, the company needs a @eat for corporate responsibility activities.
Thirdly, it needs aeporting system and indicator§hese enable other actors, influ-
enced by the company’s actions, to monitor the @mijs development. (Wilenius



2005, 140) This study focuses on reporting systanas more importantly, the meas-
ures.

Within 20 years the international business envirenimhas changed deeply.
Economies, societies and individuals are tied togretore closely than before. Be-
cause the value of global business is higher tledoré, international business is very
powerful. (Wilenius 2005, 138) The challenge foe ttorporations is to realise that
their responsibility should match their influenaetbe world (Wilenius 2005, 142).

1.1  The concept of corporate responsibility

Corporate responsibility (CR) is still a vague agpicand it is not easily understood
(Wilenius 2005, 136). To mingle up the already edattdiscussion, corporate respon-
sibility is not by all means the only concept ugethe discussion of companies’ po-

sition in society. On the contrary, there is adegof terms in use. One widely used
concept is corporate social responsibility, CSRictvirefers to same issues as CR.
Rather than finding the most appropriate word tecdbe the concept, it would be

more relevant to analyse the discussion of corpaegponsibility.

Different approaches of CSR may be grouped into éatlegories: inactive, reac-
tive, active and pro-/interactive. The four phalem a continuum where a company
may be situated depending on the level and chaistats of its responsibility ac-
tions! (Tulder & Zwart 2006, 143—6)

In this studycorporate responsibility (CR3¥ used to describe the responsibility of
companies and organisations. This is due to thetfat CR is usually divided into
three spheres: economic, environmental and soesponsibility (e.g. Rohweder
2004, 98). Thus using corporatecial responsibility, CSR, could cause some confu-
sion. CSR contains the wosbcial even though it refers to all three dimensions of
corporate responsibility, namely environmental/egadal, economical and social.

Usually CR reports follow the three-fold divisioh GR: economic, ecological or
social dimension (Rohweder 2004, 98). Also tepriit, planet and peoplare used
for the three dimensions of CR. Profit guarantdes dontinuity of the company in
economic and financial terms. Planet describesstimogical and public dimension
and it focuses on integration of environmental gcbon and operational manage-
ment. The term People refers to the socio-ethisakdsion of CR. It describes the
responsibility issues of social justice outside anthin the company. The three di-

! The approach is further elaborated in chapter 3
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mensions form together the so-called triple bottiom. (Tulder & Zwart 2006, 142—
3)

The discussion on the concept of CR is not muched, if it is not possible to
analyse how companies’ corporate responsibilijeiermined. Nevertheless, the task
iIs not easy. Every company forms a unique entity ismconnections to the environ-
ment vary. The forces affecting an individual comga CR are described in table 1.

Table 1: The aspects affecting company’s CR (basddiskala & Tarna 2003, 21—
24)

In-company forces

Business idea, value chain and industry
Actual and relative size of the company
Degree of internationalisation

The company’s values, principles and
objectives steering the company’s actigns

Expectations of the company's
stakeholders

Forces affecting business

National legislation

International legislation and treaties
Expectations of international stakeholders

and opinion leaders
Voluntary guidelines and standards
The examples set by leading companies

The business idea and the industfythe company are the foundation for the dis-
cussion on the aspects affecting the company. Bkeofl raw materials, production
and the product itself vary depending on the comp#&or instance, a company
working on the energy sector is closely tied toghstainable use natural resources. In
contrast, in retailing the product safety and tloeking conditions in thealue chain
are more central issues. Additionally, it is cehisato define the limits of the com-
pany’s responsibilities. The typical solution isitlthe company is responsible for all
the issues it can affect. This aspect is also éss@rhen discussing companyéstual
and relative sizethe bigger the company, the larger are its respiities, since it
has more powefThe degree of internationalisatioefers to the countries where the
company is doing business; the political, econohwacal social situation, the struc-
tures of labour market, the level of compliancehoman rights and the state of the
environment, all affect how the company evaluabesrisks facing it. There is also a
danger of using double standards, when the compaggctions to their responsibili-
ties are adapted depending on the country. Bagidals advised that companies
should live up the minimum ethical standards ofrtbeuntry of origin or if the level
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is lower than in the target country, respect tighér-level requirements. (Niskala &
Tarna 2003, 21-25)

Values, principles and objectiveletermine greatly what a company’s stand is in
terms of responsibility; some see CR as a tooktonpetitiveness, some see it as a
basic value. However, these values cannot be iflicowith those of stakeholders; if
shareholders, employees, customers or the locamnconty do not share these values,
they might be against the company. (Niskala & T&0@3, 22—26) Indeed, one of the
reasons for the discussion on corporate respoitgibd understood to be the
stakeholders’ expectations and demands (PerrinG,208; Niskala & Tarna 2003,
55). Stakeholders are individuals and groups wkaéected by the company or who
can affect the company (Freeman 1995, 35). Staller®may be divided into smaller
groups by different criteria, e.g. primary and setary stakeholders, stakeholders in-
side and outside the company or direct and indistakeholders. Even though
stakeholders vary depending on the company, the swamon stakeholders are
owners, employees, customers, local community,ipaiold the government. (Niskala
& Tarna 2003, 53—4)

The forces affecting business comprises a worldheir own, which is already
briefly discussed in the beginning of the introdmict The reality for companies is
that there are more and more voluntary standardgyaidelines, all the more expec-
tations from international opinion leaders and éasing amount of examples of CR
actions set by leading companies. Altogether, can@saare taking their stands in the
discussions whether to bring CR issues in to tii®ma legislation or to leave CR
activities voluntary. Internationally the discussis evolving. (E.g. Tulder & Zwart
2006; Zadek et al. 1999a; Elkington 1999; Niskaldana 2003)

Instead of merely trusting big corporations, puld@mands proof from corpora-
tions. A way to provide proof is to monitor actieg and provide objective informa-
tion about companies’ operations. (Wilenius 20085)1The requirements have lead
to a situation where voluntary and involuntary @lilces and standards as well as re-
porting are part of doing business.

1.2  The difficulty of measuring corporate responsibility

As it has been mentioned earlier, reporting is & W@ inform the company’s
stakeholders about its processes, both inside amglde the company. Since the
1990s the number of CR reports has increased mignify (Niskala & Tarna 2003,
13). In 2006, 1 000 international companies fromd@erent countries were regis-
tered as reporters following Global Reporting htitte standards (Ballou, Heitger &
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Landes 2006, 66). There are several reporting rsddelCR and the variety keeps on
growing (Tulder & Zwart 2006, 246).

As CR reporting has become more popular it is etgwised. Even though reports
are supposed to inform stakeholders about the coyp'gpperformance, the reports are
often too general and not tailored enough to miagesolders’ needs (Dawkins 2004,
119). The process of reporting and gathering ded@ires resources in companies;
thus it is resources, e.g. time, away from othévidies. Additionally the measures of
corporate responsibility reporting is questionattsithe metrics itself affects the ac-
tions of companies: While being busy fulfilling thequirements, companies might
overlook some other harm caused by living up tostamdards. (Chatterji & Levine
2006, 30-31)

In general, before one can report, one has to meamd create measures, and
corporate responsibility reporting makes no exceptin CR reporting the measure-
ment is said to be very demanding since it is cempb quantify or describe issues
based on value judgements, rather than hard daisswes that are not even in the
control of the company (Keeble et al. 2003, 1493150

According to Chatterji & Levine (2006, 32-5) thdiability, comparability and
validity of CR measures are usually hard to meetiablemeasure would provide the
same outcome more than once but this is not alwWeysase when using non-finan-
cial metrics. It should be also possilbbecomparedifferent companies over time. A
valid measure again would provide information that isontgnt to society.

The measures for CR should be tailored on corpaate project level because
company strategies differ. Thus companies shouddths indicators and measures
relevant to their needs. (Keeble et al. 2003, 1pG+tA, it should be possible to de-
velop industry wide measures and standards sirecedimparison between companies
is necessary (Zadek 2001, 185). According to theliss, (e.g. Knox and Maklan
2004, 512) industry is found to be a reference ggoinmost companies in CR issues.

According to Zadek, (2001, 189) when drafting seaddmeasures the only discus-
sion should not be on what the indicator measukdditionally theauthor as well as
the purposeof the indicator should be discussed. This is dué¢ fact that indicators
need to communicate to a variety of audiences. €l l®emevitably power in measur-
ing and providing arguments.

This study builds on the assumption that beforermpany may report its corpo-
rate responsibility, it needs appropriate meas(egs Chatterji & Levine 2006; Por-
ter and Kramer 2006, 81). Even if corporate residity is hard to measure, the
measures for CR must be developed in order to tgagt and proof for CR actions.

2 The variety is described in more detail in chater
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Basically, if companies’ actions are wished to beocantable and transparent, meas-
ures should be developed accordingly.

1.3  Purpose of the study

Since the areas of corporate responsibility andn@&asures are vast, it is reasonable
to limit the scope of the study. Three viewpoirgsraw down the scope of the study:
(1) the dimensions of CR, (2) the industry andg@)graphical limits.

Compared to the indicators of economic and enviemal dimension, most indi-
cators forsocial dimensiorof CR are still developing (Székely & Knirsch 20@85;
Niskala & Tarna 2003, 145; Ranganathan 1999, H&)ecially the social dimension
of corporate social responsibility is said to beyvdifficult to measure (Korhonen
2003, 37). Nevertheless, it should be noticed st measures on environmergar-
formance were said to be hard to measure at fefiré their development, even
though the measures for environmental performaree Imoved towards phase of
standardising (Ranganathan 1999, 482). When camnsidéhe development in re-
porting of CR, the social dimension of CR clearbeds more attention and consensus
on what should be measured ahdw, since the current convention does not reflect
the expectations of the society (Székely & Knir@05, 645). Social dimension may
be divided into e.g. labour practices and decemkwmuman rights, society and prod-
uct responsibility (Global Reporting Initiative 28030-35). The concept of social
dimension of corporate responsibility is furthesalissed on chapter 2.

The most relevant form of corporate responsibiittya company depends on the
industrythe company is doing business in; some compangemaately more close to
one type of CR than the other. This is explainedheyexpectations of the company’s
stakeholders, who assume the company behaves msuggpble for the industry. For
instance, the construction sector has its obligatito take care of the work place
health and safety. (Brammer & Pavelin 2004, 706Aff¢r considering these argu-
ments one industry is chosen that is identifiechveibcial dimension of CR, i.e. re-
tailing.

Retailingis a means to distribute producers’ goods andE\to a high number
of customers through middlemen, opposed to sethieggoods directly from produc-
ers to customers or through an agent (Keegan &e8ehhilch 2001, 436). Retailers
are powerful as they are among the largest compani¢he world, affecting eco-
nomic and social life, e.g. the life of consumensl zommunities (Bell, Davies &
Howard 1997, 854).
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Retailing has a major affect on consumers’ lifeng€ky Comfort & Hillier 2007,
21). Basically retailing is unavoidable for consusjeinless they want to produce the
products and services by themselves. Accordingém@mic theories (Katz & Rosen
1997, 21-52; Parkin 1999), consumers are saidue pawer over the companies by
either consuming or refusing to consume; the demanteeded in order to create
supply. The claimed power of consumers makes megaihteresting: the masses can
be affected, e.g. through marketing and a monognlythey cannot be commanded
in a democratic society.

Consumers’ power is culminated in ethical consusmeriwhich is related to the
buying behaviour of certain consumers. More andentmnsumers are demanding
transparent information on production and safetymfducts. However, most con-
sumers are not willing to pay a premium price fastainable products. This is seen as
a difference in consumers’ aims and actual buyielgaliour; even though claiming
to purchase sustainable products in surveys arld, pbeé same consumers may still
refuse to buy them in shops. Despite the contriagjatiscussion related to aims and
actual behaviour, consumers have proven to be p@merful in pressuring the com-
panies. (Székely & Knirsch 2005, 630-631) Ethiecaisumerisms has become main-
stream and companies should be more aware ofliggsan 2002, 20). Consumers do
interact greatly with retailers: They might not &lele to avoid consuming but they
may choose where they consume, i.e. by choosinghbeping place.

Another reason for retailing being such a centrdustry is its role as an employer.
The companies in retailing industry are remarkaoigloyers (Bell et al. 1997, 854).
According to the statistids 3 per cent of the population is employed in teiti
Europe (Mintel 2004, 13). The industry itself prdes also statistics, and according to
them, 16 % of EU’s workforce is employed in the coencé sector (Contributing to
a prosperous and sustainable future, 5). Additign#ie retail companies’ employ-
ment policies are considered important becauskeohature and the structure of retail
workforce (Whysall 2000, 310). More than half oktlwvorkforce in retailing are
women. Additionally, the retail sector has a repataof low pays and long working
hours. (Merkel, Jackson & Pick 2006, 212)

The challenge in analysing retailing is its comfiexXThere is not a common type
of a company to be found from the industry and thékes comparison hard (Dawson
2000, 8). Retailing as an industry may be dividgd manysectors for instance fre-
quently purchased food and non-food products, hamgrovements and do-it-

% The mean is calculated by the author of the tHesin the data provided by Mintel (2004, 13). le th
data, Europe consists of 28 countries. The detadéécllation is in appendix 1.

* Commerce includes buying and selling, i.e. retafiolesale and international trading companies
(Corporate responsibility in a global economy, 2).
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yourself items (DIY), home furnishing, clothing a&ppl, toys, cosmetics and con-
venience foods (Arnold 2002, 562). All of the sestbave the threat of ethical ques-
tions: the large players use global sourcing asdbne in any other business.

From the possible sectors, tf@od sectoris chosen for the theme in this study.
Food affects directly humans’ health, e.g. throagtrition and metabolism, and is in
the in interest of many actors in the society (CI2802). In past years, several seri-
ous cases in agriculture have shaken the soci#tisgeatment of animals, the spread
of animal deceases (Anselmsson & Johansson 20®7,a8®l the debate on geneti-
cally manipulated food (A hollow victory... 2006, Bave caused a lot of debate. Ad-
ditionally, the global sourcing affects also foedailing (Tulonen 2007).

Geographically the study is limited inEuropeanfood retail. Understandably the
limitation to Europe is rather artificial since aist all big European retailers do have
business also outside Europe. Also by focusing wmofie, the American big player
Wal-Mart is limited out of the scope. Nevertheleisgs believed that compared to
other regions, there is homogeneity between Europeapanies in how they report
on CR issues (Perrini 2005, 612), and selectedeam reports are the data analysed
in this study. Additionally, Europe has a similastbry in progression of social di-
mension of corporate responsibility: Europe is agio of many innovative methods
in social reporting. Reason for the similar devetept in CR is the European Union,
which has taken a leading role in improving sopialicy, e.g. including social issues
in its treaties. (Gray et al. 1996, 176)

Both the field of corporate responsibility as wedl the field of retailing are com-
plex and multidimensional. By focusing in this studnly on the food sector in
Europe, it is more likely to identify some commadrustures and limitations for dif-
ferent companies within the sector, since the sires and limitations have also their
affects on CR (for further information see the ¢ab). By standardising some of the
factors, i.e. the industry, size of the companiad the geographical area, it is easier
to study the current reporting practices and measaof social dimension of CR.

Generally, retailing as an industry has become noergralised and thus more
powerful (Dobson et al. 2001, 260). The large ftetsiinfluence the dynamics within
the industry, therefore it can be said that thayibhg power towards their suppliers is
high. In addition, food retailing is an influentialdustry since it affects to consumers’
well being: Since food is a basic commodity, it gddbe safe to purchase. Currently,
the aspects of contemporary food retailing and@ngrmay cause some suspicions to
the consumers and other stakeholders. In additidhd industry specific issues, re-
tailers have basic relations to several actorhiénsociety and they have to take care
of their responsibilities like any other companyg.gay their taxes and comply the
laws.
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Thus it is vital to communicate about company’sand in appropriate ways, i.e.
report on corporate responsibility. The questiorhafvto measure the externalities
produced by the largest European food retailerbiwithe society, needs to be an-
swered. Therefore developing the measures of sdoransion of corporate respon-
sibility has distinct managerial implications. Bypadysing the measures used, it is
possible to develop the management of CR issuesC&deasuring. In this study,
the appropriateness of CR measures is analysed.

The leading thought and the idea of the studyas ttere are challenges in non-fi-
nancial indicators and measuring of social dimansb corporate responsibility in
European food retailing. The leading idea is thatrheasures for social dimension of
CR are possible and necessary to develop. (Cfjafinset al. 2004, 62) The purpose
of the study is t@nalysehow appropriate are the measures of social dimensian
the leading European food retailers’ CR reports The research question is divided
into sub questions:

. How do the measures of social dimension of CR medetbility?

. How do the measures of social dimension of CR malelity?

. How do the measures of social dimension of CR roeetparability?

The research question and sub questions are armbWeif®rming analysis frame-
works to study the corporate responsibility repars the measures of social dimen-
sion of CR of the four largest European retailarsich report on corporate responsi-
bility. The analysis frameworks are formed by conmntg a humber of existing theo-
ries on social dimension of corporate responsyhitakeholder theory and measures
of CR.
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2 THE SOCIAL DIMENSION AND STAKEHOLDERS IN
EUROPEAN FOOD RETAILING

To succeed and prosper in the long run, retailetstmiake stock not
only of their opportunities, but their duties agmarate citizens. With
increasing legislation and pressures from soci¢tgy will need to
rethink the way they manage, measure and demoesth&ir CSR

performance. CSR must be more than a catchphrase feel-good
initiative. It must be a true reflection of how angpany operates.
(Global powers of retailing 2006, 42)

The neglecting attitude towards corporate respdigils listed as one of the main
risks to be managed nowadays in global retailinB: t@quires purposeful actions
from retailers, e.g. managing CR (Global powersetdiling 2006, 41-43). The larg-
est food retailers in Europe have distinct charattes, which affect their business.
Furthermore, the stakeholders in retailing are geatral position when determining
the pressure from the society. The demands of lstddters in this study are viewed in
the light of social dimension of corporate respbitisy, which forms corporate re-
sponsibility together with economic and ecologdiahensions.

2.1 Largest food retailers in Europe

Food retailers may be divided into categories bgirtlsales volume, numbers of
shops, number of countries they operate in, antwadover and market value
(Dawson 2001, 255). Retailing stores can also belell into categories for instance
by the floor space, level of service offered anel whdth and depth of product offer-
ings (Keegan & Schlegelmilch 2001, 443). Accordiadawson (2000, 7-8) the only
valid measure for comparison is to compare groslsnah margins of sale, when it is
made between firms with similar portfolios of fulocts. Needless to say, such cases
are quite rare - or even non-existent.

Indeed, categorising retailers depends greatly hencriteria. One widely used
measure to comprehend European retailintpésmarket sharesbtained by the re-
tailers. There are several research companies whduct research on retailers’ mar-
ket shares, for instance M+M Eurodata, Dobson dinguand A.S Nielsen (Dawson
2001, 256). Also Corporate Intelligence on Retgilis mentioned (Dobson et al.

® Corporate social responsibility, i.e. corporatspansibility in this study.



18

2001, 260). The research companies have their ogthadology in calculating mar-
ket shares and thus they may come up with slightfgrent numbers.

Since the latest market share information tendset@vailable only by purchase,
the author of this thesis has combined informatiom available sources to evaluate
the largest food retailers in Europe. The compigiée is presented in appendix 2.

According to market share calculations, retailings hts dominant players in
Europe.Undeniably, the largest food retailer in Europedarrefour. After Carrefour,
the order of retailers is harder to determine,esibclepends which area the sales vol-
ume covers. Moreover, for some sources there gt for most of the companies in
interest. According to Mintel (European retail headk 2004/5, 213, 253, 428, 690)
the second largest retailer would be Ahold, whemaot mentioned at all in Europe
Intelligence’s list dating to the year 2001.

However for the purpose of this study, it is suéfic to conclude thaCarrefour
S.A., Tesco PLC, Intermarché/ITM Entreprises, REX&Rtral AG, Edeka Zentrale
AG, Metro AG, Aldiand Ahold are the largest food retailers in Europe. Though th
exact market shares would be indeed interesting,ntore significant to identify the
large food retailers with corporate responsibiligports in order to answer the
research questions. Only four of the companiegdidtave CR reports available,
namelyCarrefour S.A., Tesco, Metro A&hdAhold. Thus their reports are chosen as
ones to study.

2.2 Characteristics of European food retailing

Since food retailers are among the largest Europetailers (Global powers of
retailing 2007, 8), the general characteristicatesl to retailing in Europe are
applicable to food retailers as well. Retailing Burope has gone through great
changes since 1980’s (Dawson 2001, 255; Dobsomk&;IBavies & Waterson 2001,
247-248). Structural changes include changes infdolewing themes: (1) the
retailers’ position in value chain (Dawson 2000y a&volving functions of retailers
(Dawson 2001, 255-6), (2) strong Central Europeancentration of retailers
(Dobson et al. 2001, 260), (3) retailing as sergl@awson 2001) and (4) continuing
variety of consumer demand, competition and orgaioisal issues (Dawson 2001,
255-6). These characteristics make retailing ausntsiness.

Retailers are in a central position in many indastbecause they have become
more international and concentrated than befores iBhdue to the fact that retailers
have successfully launched their own brands angllthege gained more power in the
value chainby adding value to the offerings. Unquestionabtgiters have succeeded
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in networking, when buying products from numerouppdiers and coordinating a
vertical chain of actions and actors. (Elg 2003)IDhe equilibrium between internal
and external functions of retailers is changingow@ng amount of retailers consider
which services they produce themselves and whiep Itlny. For instance, logistics is
more often bought from the outside opposed to mbdevelopment, which is usually
done in-house. The latter can be explained by ribeease of retail-brantswhich
have become more popular both in food and non-8smdors. Interestingly, the pro-
duction usually is still externalised. (Dawson 20P36)

Retailing has experienced stroogncentration when the number of smaller retail-
ers has decreased and the size of large compasdadreased more than the size of
the sector has grown. According to studies, toprétailers in Europe accounted for
approximately one third of the food and grocergsah 1997. (Dawson 2001, 255-6)
European retailers still internationalise largelithmm Europe close to their home
markets. For instance French retailers are morevaamy present in Spanish, Greece,
Portuguese, Swiss and Italian markets. Similarlyn@a retailers also retail more
commonly in Swiss and Italian, but also in DutchitiBh and Austrian markets. Ap-
proximately half of the French and German retailexan-domestic outlets are in
France or in Germany: French and German retailessitcup to 20% and 28% of
European retailing, almost 50% altogether. Dutath Swedish retailers make up the
second tire with a bit more than 10% per natiopa(iMyers & Alexander 2007, 11—
12)

The concentration of retailing has evoked publid political interest in order to
protect the consumers (Dobson et al. 2001, 260 Uhderlines the importance of
retailing as an industry - it is present in constgheveryday life and its development
affects their ability to consume. In order to decwhether the companies in retailing
industry have too much power in buying goods frém $uppliers, there have been
economical analyses made (e.g. Dobson et al. 20@dyever, the analyses have
been criticised, since the models do not take ¢otesideration thehanged nature of
retailing. The models’ assumptions tend to rely on the prbdo-oriented school of
thought. Even so the studies might suggest othepwl® current situation is that the
supply chain is not entirely dominated by manufeatsi Additionally, the demand
chain is not necessarily all in retailers’ poweneTunderlying notion is that nowadays
retailers do not simply setioods Rather they selservices,where the consumer’s
buying experience is varied by different kinds tifibutes, for instance by the length
of the queue to the cash register. (Dawson 2008) Retailing differs from most
manufacturing industries, since retailers serva tthiestomers (consumers) with var-

® Dobson et al (2001 264) use also the temn labe) but also the concepivn-brandis used.
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ied and complex offerings involving a mix of sewrs¢ facilities and products. The
companies have a challenge to construct a uniqdedetinct combination of these
characteristics. (Elg 2003, 107)

In Europe, the variety ofonsumer demand and competition tpals well asor-
ganisational issueskeeps on growing, despite the common monetaryeaodomic
policies in EU. Different areas in Europe haveeatiht patterns of consumption with
few exceptions. This is due to contemporary culfyralitical, geographical and his-
torical issues. Also the competition factors diffeom area to area. In Western
Europe price is not such a strong competitive it is in Southern Europe. Fur-
thermore, the different traditions in financingaiéhg maintain the variety of organi-
sations, e.g. public or private company, and thafécts management of businesses.
(Dawson 2001, 256-7) The following quotation frorhofd’s report (2004, 7) sum-
marises the characteristics of retailing discusdeae.

Managing operations in the supermarket industrydésnanding. We
carry a wide variety and large volume of productslan increasing
assortment of perishable goods, leading to comiyiari the supply
chain. Our stores handle a heavy volume of trangastand operate
at relatively low profit margins. At the same tincempetition in our
industry is increasing, with the expansion and otidation of

discount formats in most of our market areas. (Al&804, 7)

The supply chain of food retailing starts from g@duction, namely growing
livestock, fishing and producing crop. The prodoictchain involves production and
processing, packaging and distribution before @methe legal entity of retailers.
After the sell, produce is bought and consumedi(édl). (CIAA 2002, 19)

Livestock
Fish
Production

Primary Secondary
production processing Packaging Distribution Retail Consumption

Crop
production

Figure 1: The food supply chain (adapted from CI2302, 19)

When discussing the corporate responsibility, thedfand drink industry is in a
central position in safeguarding the food and dsafety in the phases before retail-
ing (CIAA 2002, 9). However, the retailers’ respitnigy on food production in the
chain of actions, i.e. the value chain, has beereasing due to the change of their
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position in the value chain. The more the retaitexge power over up-stream actions
(Dawson 2000; Bell et al. 1997, 854), the more they responsible on the actions
they may affect (e.g. Freeman 1995, 35; Niskalaatn@ 2003, 55; Rhenman 1972,
11). Whatever is the power and responsibility ofyi actors, the actors are depend-
ent on each other (Stainer, Gully & Steiner 199#%)2

The ethical issues in food retailing are stemmirognf issues related to research
and technology; operations; and marketing and fiegisThe advancetechnology
andresearchhas lead into changes in food industry, e.g. ingihaity and quantity of
food and in the environment of production. Thesangies include the use of pesti-
cides, treatment of animals, uses of additivesekag genetically manipulated food,
which all have evoked ethical discussion. In relatio operationsin food retailing,
hygiene and health should have a central role sumg ethically sound food, since
this decreases the risk of accidents and animaa$es. Inmarketing ethics should
be concerned when communicating to consumers dbeuiroducts and their impact
on the society and the environment e.g. by lalgelind reporting. Moreover, the
pressure of profitability in business may lead iatbically suspicious arrangements,
e.g. in working conditions. Efficiedbgisticsagain is central in providing the goods
to the consumers in time. However, the pressureffafiency may lead to ethically
untenable solutions, e.g. in live animal transpmte. (Stainer et al. 1998, 2006—-208)

Contemporary examples support the theoretical fveone of ethics in food re-
tailing. Nowadays sourcing ingredients globally food products is a rule (Mikkonen
2008), which causes the blurring of informationtba country of origin. The global
interdependency, increased consumption and augcheet®mand of bio fuels due to
climate change affect the prize of food, which hasn dramatically in past years all
over the globe (Remes 2008, 22; Yli-Kovero 2008).Bhe increase in food prices
may lead into violent confrontations and famine ®nen 2008, B1). Animal de-
ceases, like Bovine Spongiform Encephalopathy, B&Eshort, come up once in
awhile causing a possibility of serious dangersiuman health, mass slaughters of
livestock and lack of consumer trust towards foatety (Sans, Fontguyon & Briz
2005, 619).

As a solution to possible ethical risks, food Hetgimay develop new models of
acquiring consumer trust, e.g. by communicatingtlo®m compliance of increased
guality requirements (Sans et al. 2005, 633) oploviding more organic and free
trade products (Haddock 2005, 792). In the endjrthestment in CR activities may
act as a differentiation tool in competition typi@nd fierce for food retailing in
Europe (Haddock 2005, 795). Historically in retagli marketing has been the domi-
nant theory, i.e. in creating value in retailinglasatisfying customer needs. Never-
theless, marketing theory cannot answer all questi@lated in retailing business
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nowadays. When discussing the wider costs and itsgatisfying consumers’ needs,
marketing becomes somewhat obsolete, whereas dkehstider theory provides a
more useful framework. (Whysall 2000, 306) Thusksholders in retailing are ad-
dressed.

2.3 Stakeholders in retailing

The interests of stakeholders determine the compawistence and the company
may exist only if it succeeds in fulfilling the raseof most important stakeholders
(Freeman 1995, 35; Niskala & Tarna 2003, 55). Adddlly, the company is de-
pending on its stakeholders for its continuatiamudtaneously stakeholders are de-
pendable on the firm for achieving their personadlg (Rhenman & Stymne 1964,
60—61). According to the stakeholder view, a comnygara system, by which it is pos-
sible to fulfil human and societal needs (Rhenm@i2]l 11). Thus, there exists an
inherent connection between the company and otisétutions in the society as well
as between the company and its stakeholders ($fanddRahman, Waddock, Andriof
& Husted 2003, 9). This goes for food retailersvad.

The core task in stakeholder thinking is to idgntiie company’s stakeholders
(Sutherland Rahman et al 2003, 10). Broadly defitleel stakeholders are groups or
individuals who affect the company or who the compmay affect. The stakeholders
may be divided by different criteria into subgroutakeholders may be divided into
internal andexternalstakeholders andirect andindirect stakeholders in relation to
the company. Indirect stakeholders represent #dieelblders, which do not have an
own voice, e.g. the environment, or have a relbtivecak voice, e.g. indigenous
people. In reality an indirect stakeholder mightab@on-governmental organisation, a
government institution, a labour union or acadeooomunity. (Niskala & Tarna
2003, 53)

Additionally stakeholders may be called themary or secondarystakeholders.
Compared to secondary stakeholders, primary stédtetsohave a formal relationship
with the company, e.g. a contract, and secondanyodo(Niskala & Tarna 2003, 53)
According to the criteria, primary stakeholders @re employees, shareholders, cus-
tomers and suppliers. Additionally, the surroundoognmunity is regarded as a pri-
mary stakeholder since the company has direct ilmpgatit as well as indirectly the
natural environment and future generations of nemdmn species (Clulow 2005,
982). Secondary stakeholde@e government, regulators, civic institutionsciab
pressure groups, mass media, academic commentatats, bodies and competitors
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as well as indirectly environmental pressure groampd animal welfare organisations.
(Clulow 2005, 982)

Relevant core stakeholder groups for companiesisuallyemployees, communi-
ties, suppliers, clients/customeaad investors(Elkington & Dijk 1999, 501), which
are also considered as the primary stakeholderddi@l2005, 982). In retailing, the
following stakeholders are considered to be thetnmogortant.customers, suppliers,
competitors, government, financial community, sergroviders, employees, manag-
ers, landlords, ownerand community(Whysall 2000, 309). Also other divisions of
stakeholder groups exist (see e.g. Niskala & T&0G8, 54). However, only the pri-
mary stakeholders are taken into consideration vitwening the analysis frameworks
for the study. Interests of all stakeholder groaps combined in a table 14 in appen-
dix 3.

Table 2 represents the examples of inputs, costsrigks for each stakeholder
group in retailing. Additionally it is possible tdentify the ethical dimension in each
stakeholder group’s relation to the retailer.

Table 2: Examples of inputs, costs and risks fehestakeholder group in retailing
(Whysall 2000, 309)

Group Inputs contributed Cost incurred What is ask?
Customers Money Time Health, safety
Suppliers Goods Stock holding Profitability
Competitors Sector norms Defensive advertising bskare
Government Infrastructure Legislative process Neti@economy
Financial community Investment Investment Capital
management
Service providers Skills (e.g. design) Service fmion costs | Profitability
Employees Labour Loss of free time Livelihood
Managers Skills Loss of free time Career develogmen
Landlords Premises Property maintenande Wealth
Owners Capital Opportunity costs Future wealth
Community Community facilities / | Externalities Amenity
communal resources
Activists Raising awareness Costs of protesting hiRig

In general, employees, communities, suppliers,ntdfeustomers and investors
have some widely recognised needs towards busmefskington & Dijk 1999,
501)

Consumerdave a risk of loosing their health and riskingitisafety when pur-
chasing products or services, thus they are irtttda product responsibility. Also
pricing strategies might oppress consumers or #t@bases including consumers’ in-
formation may be violating their privacy. Vulneraldonsumers, e.g. the manic shop-
pers, may be exploited. (Whysall 2000, 310) Thussamers have interest in regu-
lating retailing.

Suppliersassume companies to respect contracts and sigptierexpected to re-
spect the human rights (Niskala & Tarna 2003, Sippliersare influenced by con-
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sumers’ buying boycotts due to the supply chains Thay sum up in profitability
losses of suppliers. In general suppliers areested in the power of retailers: Retail-
ers may demand fees from suppliers to gain shelesr the retailer dominates the
relation with the supplier and gives no room fogatgations. (Whysall 2000, 310)

Competitorsare interested in gaining a greater market shawthl&s competitors
may find a shared interest in uniting against ammem enemy in order to e.g. prevent
a market penetration of another competitor in otdekeep their market shares. Ad-
ditionally, different forms of marketing, e.g. adirsing and pricing, are used in
gaining market share. (Whysall 2000, 310)

The relations betweegovernmentand retailers are said to be complex. Event
though retailing is important for national econorthe government forms the legisla-
tion concerning business, e.g. restricting opertiogrs on Sundays and harmful
products as well as exercising duty policy. Moreptee employment policies by the
government affect retailing due to the nature atrdcture of retail workforce.
(Whysall 2000, 310) It is in the interest of thevgmment to restrict retailers’ bar-
gaining power towards its stakeholders from becgnmo strong.

Thefinancial communitys financing the activities in retailing as well & con-
sumption of the retailers’ customers, i.e. the comsrs. The consumer groups have
criticised the credits offered in-store, which haveather high interest rate. (Whysall
2000, 310) Nevertheless, the profits are in therast of the financial community.

In retailing, there are seversgrvice providerswhich make the value chain of re-
tailing possible. However, their impact on societya concern to some stakeholders
regarding e.g. the transportation and the envirotahempact, advertising agencies
and integrity as well as design and copyrights. y®éH 2000, 310) Their stake is
profitability, which is affected if services aretrpurchased.

Employeesare a central stakeholder group having interesksviels of pay, differ-
ences in male and female pays, equality in oppdyt@amd in promotion, testing the
employees (e.g. drugs or deceases), recruitmertigsylhealth and safety concerns,
union representation and demands on retail staffofoger opening hours. The retail
sector has a reputation of a low level of pay aodrorking conditions. (Whysall
2000, 311-12) Employees anticipate employers toagii@e a safe working environ-
ment (Niskala & Tarna 2003, 54)ylanagersin retailing seem to have a different po-
sition than the other workers. Their pay is higtlee to increased responsibility and
their interest is in their career development. (\84iy2000, 311-12)

Landlords and property interesb®th have a central role in the retail system since
retailing takes up space. Some retailers are krfowdisrespecting the rental agree-
ments due to harsh financial times, which agaimligignterests the landlords. Addi-
tionally, it is not unusual to prevent competittwsgain access to properties close to
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the retailer’s store by reserving lar@wnersof retail businesses vary from the ones
expecting short-term profits to the ones investmith a longer time period. The
guestion is, which actions do assure future wedlhysall 2000, 311) All in all,
shareholdersandinvestorsdo look forward to financial surplus value whenesting

in a business (Niskala & Tarna 2003, 54).

The community’sstake and interest is its convenience, which #tailer may af-
fect. The retailer has several roles in the comtgunamely the provider of services,
public facilities and infrastructure as well as gliag the community’s heritage (e.g.
occupying historical buildings). Additionally, ré&xs are seen as supporters of good
causes (e.g. actions involving local schools) andrgnteeing access to services.
(Whysall 2000, 311-12) In addition to philanthropgciety expects companies to
create jobs (Niskala & Tarna 2003, 54). There akealactivist groupswhich may
try to influence retailers. They might want to matthe local community and town
centres, the environment or animal rights. Activiate usually the source of con-
sumer boycotts, which might prove to be very hatrdu retailers. (Whysall 2000,
311-12)

The stakeholder theory is also criticised, sinceme®f the concepts used in the
theory are vague and create confusion. The defmitf stakeholder theory includes
all those impacted by the company or impactingatpany. Following the defini-
tion conformingly, also actors affecting companyegative and unwished ways, e.g.
shoplifters are considered as stakeholders to \m@vied. (Whysall 2000, 307-308)
Moreover, the interest of stakeholder groups maydmradicting and conflicting,
causing the company to fail in fulfilling some ¢ stakeholders’ needs by taking any
action suitable for the other (Talvio & Valimaa 2066-57).

Even though criticised, stakeholder theory is duldeol when discussing the at-
titudes of corporations towards stakeholders (Jenk& Yakvleva 2006, 272) and
stakeholders’ expectations. At their best, theuwdised interests are outlines of com-
panies’ stakeholders’ average interests. They fimasis for study’s analysis frame-
works, which help in analysing the validity of CBports. In order to form the most
accurate picture of the stakeholders’ interests ammald have to engage in
stakeholder dialogue (see e.g. Elkington 1999; fgliain & Dijk 1999) with the
stakeholders identified individually for each oethompanies studied in this thesis.
Indeed, after identifying the stakeholders, actteenmunication and managing the
relationships is needed for successful stakehahd@ivement (Sutherland Rahman et
al 2003, 11). However, this is not possible in thiady since the access to the
stakeholders as well as the available sourcehécansultation are limited.

After discussing the interests of primary stakeboddthe social dimension of CR
is explored. The economic and environmental dinterssiare left out of the assess-
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ment in this study. In order to analyse the intisre$ stakeholders in the light of so-
cial dimension, it needs to be further analysed.

2.4  Definitions of social dimension of corporate respagibility in
retailing

Several definitions of social dimension of corperegsponsibility have been formed,
and many of them are overlapping in some themetahle 4 the author of the thesis
has grouped the definitions of social dimensiorth®y criteria emerging from differ-
ent definitions.

Global reporting Initiative (2006) has the most e@nt and extensive definition of
social dimension. Nevertheless, by itself, it Hheas obscure since the definitions are
not explained in great detail. Definitions by Behred James (1999, 45-46),
Hackstone and Milne (1996, 105-108) as well asebrand (2003, 4-5) are more
detailed. As it has been discussed earlier, thasiing has its effects on the company’s
corporate responsibility. Thus when discussingaatimension in food retailing, it is
essential to include definitions from sources e&ab retailing or food or both. Defi-
nition by Storebrand (2003, 4-5) represents thet fand the definition from
Confederation of the Food and Drink Industries led €U (CIAA (2002) represents
the latter. All in all, it was possible to gathedetailed definition by combining sev-
eral definitions and not using only one definition.
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2 o SYNTHESIS The source
o £| The different listings
‘g 5| grouped by  criterid Bennet | Hackstone | Storebrand | Global CIAA
£ | (composed by the authrang and Milne | (2003, 4-5) | reporting | (2002,
3 of the study) James | (1996, initiative | 33-43)
(1999, 105-108) (2006, 30—
45-46) 36)
1 | Human rights and labour
conditions in the supply
chain
1.1 Human rights X X
1.2 Supply chain management X X
1.3 Labour conditions X X X X X
2 | Employment issues X X
2.1 Employment related X X X X
policies and empowerment
2.2 Employee training X X X
2.3 | Employee remuneration and X X
benefits
2.4 Information about] X X
employees|
25 Employee morale X
2.6 | Employee health and safety X
2.7 | Employee work-life balance X X
2.8 Employee downsizing and X X
restructuring
3 | Product responsibility X X X X X
3.1 Food security| X
3.2 | Food regulatory framewor X
3.3 Food: health and nutrition X
3.4 Product development X
35 Product safety X X X
3.6 Product quality X X X
3.7 Fair trade products X
3.8 Animal tested products X
4 | Voluntary actions X X
5 | Stakeholders and society X X X X
5.1 Stakeholder involvement
5.2 Community involvement X X X X
5.3 Customer relationg X
5.4 Relations with non- X
governmental organisations
5.5 Industrial relations| X
5.6 Relations with financial X X
community
6 | Trade with tyrannical X
regimes
7 | Non-sustainable industries X

It is possible to divide social dimension into &ries, nameljauman rights and

labour conditions in the supply chain, employmesties, product responsibility, vol-




28

untary actions, stakeholders and society, tradé wtannical regimes and non-sus-
tainable industriesThe criteria for grouping the themes have emergeah fthe defi-
nitions and the author of the study has named theoordingly. The purpose of
forming groups of themes is to create logical egjteven though the themes might
still overlap to some extent. The groupings argéetebefore conducting the study.
The themes are divided into sub themes, which laéa@ emerged from the theories
of corporate responsibility.

The theme ohuman rights and labour conditions in the supplgintdivides into
human rightssupply chain management and labour conditic@emplying with hu-
man rights is central when discussing the socialedision of CR. Managing the sup-
ply chain involves issues related to labour condgiand human rights but also other
aspects, like monitoring activities of supplierglaonducting audits (Hackstone and
Milne 1996, 106).

Employment issuemclude actions that ensure the sustainable teatraf em-
ployees, namelgmployment related policies and empowerment, erapltnaining,
employee remuneration and benefits, informatiorualeonployees, employee morale,
employee work-life balan@demployee downsizing and restructurifigmployment
issues are related to company’s relations witllitsct employees, i.e. the employees
within the legal entity, whereas the theme of humghts, supply chain and labour
conditions concentrates more on suppliers.

Product responsibilitthandles different issues related to produfded security,
food regulatory framework, health and nutritionfobd, product development, prod-
uct safety, product quality, fair trade produetsdanimal tested product§ he theme
of product responsibility mainly concerns custom&mod securityneans the access
to safe and adequate food supply, and it is intégréood and drink industry. The
available income affects the food security, andame developing nations people do
not have a secure food supply. Complying with tbgulationsand rulesregarding
food is a fixed condition for sustainable busin€ssnsumers need information about
the ingredients of the food they purchase andabmapanies’ obligation to provide it,
since the ingredients of food products influenahbalthof the consumer analutri-
tion levels of food. In general, foaxhfetyis not an outcome of a single actions; itis a
result of continuous risk assessment, managemeht@mmunication. Fooquality
can be understood as the satisfaction of consumegsirding the products. (CIAA
2002, 33-38) The produdevelopmenguarantees e.g. better products and more effi-
cient means to serve the customers (Hackstone @né §/P96, 107). Fair trade prod-
ucts aim in delivering benefits to the small praghscin developing countries (Bird &
Hughes 1997, 159). Animal tests are conductednith dut whether a product is safe
to use, however it is costly and causes ethicaldsions (Adams et al 1998, 34).
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Voluntary actionanclude company’s philanthropic activity. Volungaactions in-
clude financial aid and actions that company cotedoa voluntary basis (Adams et
al. 1998, 23). Since voluntary actions are usua#parated in CR theories (e.g.
Swartz & Carroll 2003), it is kept as an individtiaéme.

Stakeholders and socieggain may be divided intgtakeholder involvement,
community involvement, customer relations, relaiamth non-governmental organi-
sations, industrial relationandrelations with financial communityll of the themes
consider the different stakeholders of the compamy the management of the rela-
tionships. Company may have existing policies hovednduct the stakeholder dia-
logue (Hackstone and Milne 1996, 108).

Trade with tyrannical regimegs one of the themes of social dimension of CR,
since tyrannical regimes might not e.g. fulfil humaghts (Adams et al. 1991, 43—
46). Non-sustainable industrieare the ones handling weapons, alcohol, tobacco,
gambling and pornography (Bennett & James 19994 @b—

When comparing the different classifications, saimemes seem to be missing
from some sources altogether, which is true foresamthe sources. However, some
sub themes seem to be missing due to the varym@iusoncepts in original sources.
For instance, the sub theme of labour conditionstimeed in all references includes
human rights not mentioned in some of the sourtkemes and sub themes are de-
scribed in the appendix 4 as decision rules forsthdy.

2.5 Synthesis

The stakeholder theory and the social dimensioonogborate responsibility may be
combined in order to form a coherent picture of sheation of stakeholders and so-
cial dimension of CR in European food retailing.lOtle primary direct stakeholder
groups were selected as the stakeholders in thy.sStudying all of the stakeholder
groups would have of course given the most accymatare of the data (CR reports).
Nonetheless, onlgmployees, customers, suppliers, commuamtishareholdersvere
chosen as stakeholder groups. Within the time abilfor the study, it is possible to
concentrate only on these stakeholders. Tnumsary stakeholdergnain interests are
identified using the theories presented in appeBdikhe synthesis is presented in the
table 4.
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Table 4: Synthesis of stakeholder theory and solomaénsion of corporate
responsibility in European food retailing

SYNTHESIS Interests of the stakeholder group
The different listings X high interest; (X) intermediate
grouped by criterig interest

(composed by the authg
of the study)

Numbering by theme

Customers
Community
Shareholders

o~ Employees
x| Suppliers

X

1 | Human rights and labour
conditions in the supply
chain
1.1 Human rights (X) X X
1.2 | Supply chain management (X) X X
1.3 Labour conditions (X) X X
2 | Employment issues X
2.1 Employment related X X
policies and empowerment
2.2 Employee training X
2.3 Employee remuneration X X
and benefits
2.4 Information about] X x)
employees|
2.5 Employee moralg X X (X)
2.6 | Employee health and safety X X
2.7 Employee work-life| X X X X
balance
2.8 | Employee downsizing and X X X X
restructuring
3 | Product responsibility
3.1 Food security|
3.2 | Food regulatory framewor
3.3 Food: health and nutrition
34 Product development
3.5 Product safety
3.6 Product quality
3.7 Fair trade products
3.8 Animal tested product$
4 | Voluntary actions (X) X
5 | Stakeholders and society X X
5.1 Stakeholder involvement X
5.2 Community involvement (X) X
5.3 Customer relationg X X
5.4 Relations with non- X
governmental organisation
5.5 Industrial relations| X X X
5.6 Relations with financial
community X | X) X
Trade with tyrannical
6 regimes X X
Non-sustainable
7 | industries X X

The interests of a particular stakeholder group ideatified by combining the
theories on different stakeholders’ interests presk by scholars (see appendix 5).
The aspects of social dimension marked with X ageustood to be the high concern
of the specific group. The rows marked with (X) ae=n as some, i.e. intermediate,

)

X
£

X) X)

<[> XX | [ |
X

(7]
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relevance to the stakeholder group. The authohefstudy has conducted the final
analysis of identifying the main and intermediad@aerns of the stakeholder groups.

Human rights and labour conditions in the supplpichmanagemerdre seen as a
highly interesting for suppliers and customers. Exyges have intermediate interest
in complying with the human rights, labour condisoand supply chain management.
This is due to the assumption, that corporatiom’gpleyees are indeed interested of
the working environment of other workers in supptyicompanies, but not necessar-
ily as much as they are interested in their ownkimgr environment (theme 2.6). In
comparison, customers and suppliers are understoloold great interest in all issues
related tdabour conditionsandhuman rightsn the supply chain as well azanaging
the supply chainSuppliers are affected by the demands of consyméro are under-
stood as the driving force behind the pressureoofiplying the international stan-
dards.(Elkington & Dijk 1999, 506; Niskala & Tarna 20034).

All the employment related issues are in the highrest of employees, since they
are affected by the changes in them. Dependinp®sub theme, employment related
issues are in the interest of some other staketsotde. Shareholders have high inter-
est towardsemployee remuneration and benefits, employee wferkbhlanceand
downsizing and restructuringince they affect company’s finances and profitgb
Profitability of a company is influenced by the jshtisfaction of employees, but
since it is not as straightforward as influencihg tapital of the company, sharehold-
ers have intermediate interestemployee morale

Community has an intermediate interesinformation about employegsince it is
interested in the amount of jobs provided by thegany (Niskala & Tarna 2003,
54), and has a high interest imgloyee downsizing and restructurjrgince it is con-
cerned about the possible losses of jobs (Elkingtddijk 1999, 506). Additionally,
community has intermediate interest iemployment related policies and
empowermentsince the category has to do with equal treatraEonbmmunity’s po-
tential workforce, e.g. disabled people and wontemployee morale, the work-life
balance, employee health and safagywell asdownsizing and restructuringre in
the high interest of consumers, who are concerbedtdabour conditions (Niskala &
Tarna 2003, 54).

Product responsibilityand its sub themes are in the high interest obaomers,
since the products they purchase affect e.g. theirg standards and health and
safety (Whysall 2000, 310; Niskala & Tarna 2003, Bkington & Dijk 1999, 506;
Perrini 2005, 615; Nasi 1995, 11Rjoduct responsibilitys in the intermediate inter-
est of suppliers, who supply the products and tmes affected by the criteria for
product responsibility and consumers’ demands @&sk& Tarna 2003, 54). Share-
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holders have intermediate interestfobd security because it affects the company’s
sales volumes and profitability.

Voluntary actionsare in the high interest of the community, sinceatues the
company as a supporter of a good cause (Whysall, ZH1-312; Perrini 2005, 615).
Consumers are thought to have intermediate intenesbluntary actions, because
they demand proof of company’s responsibility (Btkon & Dijk 1999, 506).

Stakeholders and sociefqs a theme is in high interests of all stakehol|dgrsce
they expect to be able to communicate their interdgough stakeholder dialogue.
Sub themestakeholder involvemeiftoncerning some other stakeholder groups then
the ones mentioned) is in the high interest ofabmunity, since it is interested in
the dialogue between the company and the surrognctmmunity (Perrini 2005,
615). Community involvemer in the high interest of the community and teeinte-
diate interest of consumers, since consumers angyth to be intermediately inter-
ested in voluntary actions (Elkington & Dijk 199806), which community involve-
ment mainly present. Both consumers and communglyevcustomer relations
highly, since it affects customers and involvekat@lders. Community is estimated
to give a high value teelations with non-governmental organisatiofierrini 2005,
615). Employees, community and the shareholders$igtdy interested inndustrial
relations since the relations affect employees throughualbmion negotiations and
may affect the employment within the community (@Per2005, 615; Whysall 2000,
310). Shareholders have a high intereselations with financial communite.g. the
company’s relationship with its investors and infiation related to it. Customers’
and communities interest is intermediate due &n#tin towards sustainable indexes,
since they may be seen as proofs of responsibility.

Consumers have a high interesttiade with tyrannical regimessince it affects
the labour conditions of workers (Adams et al. 1993-46). Also suppliers have a
high interest in the theme, since business withnyical regimes may affect their
profits (Niskala & Tarna 2003, 54Non-sustainable industriegre in the interest of
consumers and suppliers. Alcohol and tobacco affeatth of consumers. They are
sold in food stores and thus the harmful products available to large consumer
masses. The suppliers of tobacco and alcohol &etedl by any restrictions in avail-
ability. (Bennett & James 1999, 45—-46)

As visible, the synthesis is formed based on ségeraces. At its best the synthe-
sis forms the basis for analysis frameworks intdnidehelp in the analysis of corpo-
rate responsibility reports studied. However, i ba be remembered that in sustain-
ability (CR) reporting, there is a large amountddferent stakeholders with distin-
guishable expectations towards the company's pedoce and reporting (Willis
2003, 236). Thus synthesis is rough and does ketitdo consideration complex and
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interrelated relations between causes and outcofAes.instance, shareholders
thought to be solely interested in profitability tbe company (see e.g. Omran, Atrill
& Pointon 2002): Do actions of CR - including thesxa# social dimension - affect the
profitability of a company and to what extent? Emswer affects straight forward to
the degree which shareholdstsouldbe interested in CR. However, the discussion of
the connections between profitability and CR adisnleft out of the study.

In the end, all of the issues are in the interéstllostakeholder groups when fol-
lowing the routes of the effects of different anog8o In some ways, all stakeholders
could have interest in every theme of social dir@ndNonetheless, in this study the
stakeholder groups look after their own interestsich can be easily reasoned. Thus
the theoretical stakeholder interests are usedbasia for the study, even though the
homogeneous interests of a stakeholder group aedban theoretical assumptions
rather than actual interests derived from stakedraodiialogue. The criticism towards
the formed synthesis is similar to the generaliasin towards stakeholder theory
presented earlier in this thesis.

As discussed before, stakeholders demand proofcofrmany’s performance (see
e.g. Wilenius 2005; Niskala & Tarna 2003). ProofGR performance is communi-
cated through measures. The theme of measuringpthal dimension of CR as well
as the appropriate measures to do so, are discuseglfollowing chapter.
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3 MEASURING THE SOCIAL DIMENSION OF
CORPORATE RESPONSIBILITY

In order to obtain a clear picture of appropriateasures of corporate responsibility,
it is important to answer the questiowhy to measure CRwhereto use the CR
measureshow to measure CR angthat are the appropriate CR measures like. The
basic principles of corporate responsibility measuare not separated in the literature
by the dimension of CR, and thus the theories ansidered applicable to all dimen-
sions of CR. Finally, the aim of the chapter iclarify the relationships of concepts
regarding the measuring of the social dimensiotogborate responsibility.

3.1  The development and purpose of measuring the social
dimension of corporate responsibility

Measurement is so fundamental ... ... that it is ditfitm know where

we would be without it (Kyburg 1984, 1).
Certainly, the statement withholds the truth wheseasing engineering and physics.
In the discussion on CR measures, it is substatdianalysevhatis a CR measure.
There are several concepts used to describe thsunesaof CR. Aneasures a se-
lected tool for indicating the level of corporagsponsibility performance to com-
pany’s managers and stakeholders (Bennett et 8D,107). The concept ohetrics
(Chatterji & Levine 2006, 32) is also used to ddsrmeasures, standards and codes
that relate to non-financial performance, but héeeview is not adopted. Andica-
tor may be defined as a precise measure of performandet is usually quantitative
(The Global reporting Initiative 1999, 450). Hehe tconcepindicator refers also to
qualitative data, since some of the informationrsesi use it accordingly (e.g. Keeble
et al. 2003).

Measures may be divided inpoinciple, processand performance indicatorsThe
CR aim or company’s value is communicated throughireciple indicator. A process
indicator describes a CR action or a practice abpPerformance indicator again
indicates the outcome of a CR action. The outcofraandicator is quantitative or it
indicates results from external image survey, siethdaward, and ethical funds.
(Vuontisjarvi 2006, 339)

In this study, the concepteasuress used as a synonym for process and perform-
ance indicators in order to describe the level @mi-financial and financial perform-
ance of companies in the field of corporate resjditg (Figure 2). A measure indi-
cates the level of the corporate responsibilityfpenance or identifiable stage of
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corporate responsibility processeghe mere CR aim or value is not in the interest of
this study. For instance, the company might refiwat it considers community in-
volvement important, but unless it specifies theelef community involvement, the
statement is not regarded as a measure.

R
Performance indicator
The outcome of a CR | Measure
action Level of the corporate

responsibility performance

Process indicator or identifiable stage of
CR action or a corporate responsibility
practice adopted process

J
Principle indicator
Communicating the
CR aim or value

Figure 2: The definition of a measure

Measures may be further categorised ietoly measuresnd indicating meas-
ures. Early measures tell the level of performance imypte quantities, frequencies
or amounts, e.g. number of employees. Indicatingsmess again are more developed
and they combine possibly even complex scientifformation into a same measure.
Early measures might be useful for the company,thay have less value to its
stakeholders, who are more interested in the indtion proportioned to some other
measures, e.g. number of employees over time. Teassures used in reports are
preferably indicating measures than early meas(®egkely & Knirsch 2005, 641-2)

The history of measuring social dimension of cogp@responsibility goes back to
1940’s, the years after the great depression i9’$98 was then when the term social
audit was used the first time referring to compsnwider societal responsibilities.
Over the years the reason for gathering data orpaogis impact on the society has
fluctuated from managerial purposes to informinigséhkeholders. In the 1980's it
was time for environmental issues rather than &obiat in the beginning of the
1990’s the practice of social auditing, accountamgl reporting evolved. The recent
developments in social auditing, accounting anantapg, before and after the change
of the millennium, are encouraging; rather thanatiely on the responsibilities of
corporations, there is a fair chance to createtigedactions promoting social issues
in auditing, accounting and reporting. The develepmof environmental auditing

" In the original source the conceépdicatorsis used.
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(i.e. creation of non-financial audits, verificati@and reporting), alongside with the
emerging of ethical consumerism and investmentge leacouraged the advocates of
social auditing, accounting and reporting. (Zadekaé 1999b, 16-19; Reynolds &
Yuthas 2007, 48-50)

Despite the encouraging development of measurespréictices in measuring so-
cial dimension of corporate responsibility arel stdveloping. Compared to environ-
mental and economical measures, social measurest #neir infancy. Even though
companies’ stakeholders and social issues ditfés,possible to identify a core set of
issues; for instance employment practices, commueiations, ethical souring and
social impact of a product. (Székely & Knirsch 20683-645; Ranganathan 1999,
481-2)

Historically, the reasons for measuring CR canib&led into three spheres. First,
CR measures are necessary to managers, sincedbdyambe able to know the situa-
tion in the society in order to help the companguovive, e.g. by conducting market
surveys and understand the stakeholder requiremg@ato®nd, the demand from the
society, i.e. public interest, drives companiemtasure CR, since companies need to
be able to show how responsible they are; i.e. sheyld be accountable. Third, there
is a shift in managers’ values over time. It istetl to the fact that in different times,
business has had different roles in the societye @bhove-mentioned spheres that
group the reasons for companies performing soddlethical accounting and audit-
ing, are illustrated in figure 3. (Zadek et al. 28919-20)

Managerial /
Stakeholder
management

Public interest /
Accountability

Value shift / base

Figure 3: The reasons for measuring corporate respitity (Zadek et al. 1999b,
20)

When looking into companies’ CR reporting and measit is possible to locate
their motives in one of the spheres or one of thersections (Zadek et al. 1999b, 21—
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26) as visible from the figure 3. It is also possithat the reason for measuring corpo-
rate presents only one of the spheres and notitttensection.

In addition to the recognition of the historicahsens to engage in CR measure-
ment, there is a debated proposal that involvin@ ki improves the profitability of
business. An array of research has been conduttiedour and against the proposed
relationship between company’s financial perforngaand corporate social perform-
ance. Unfortunately for the advocates, there da¢s®@em to be enough evidence to
support the statement (Brammer & Pavelin 2004, R&trini 2005, 611). However,
in a large meta-analysis of several empirical gsidit was found that companies able
to afford investments in social responsibility tetadbecome more successful after
doing so (Tulder & Zwart 2006, 141). As interestiag the discussion is, this per-
spective is not discussed, since it is not possibldescribe the discussion in detail
within the scope of the study.

Having described the measures, the discussion nwvés the use of measures of
social dimension of CR. The media of corporate masbility measures are analysed
in the following chapter.

3.2 Media for corporate responsibility measures

Currently, corporate responsibility measures aexua several connections. In CR
reports measures are used to describe the company's @Ev€lR to different
stakeholders (e.g. Perrini 2006; Zadek et al. 19%8sakala & Tarna 2003; The
Global Reporting Initiative 2006). Measures areoaised in social and ethical
accountingandauditing to indicate a company'’s corporate responsibiltgdek et al.
1999b; Gray et al. 1996), and sometimes the mesgamed by social and ethical
accounting are disclosed in the company’s annyartgHackstone & Milne 1995,
78). Additionally measures are used in GRndards and initiativesleveloped by
different institutions and networks (Niskala, Vatth& Lovio 2004, 11). Measures
are crucial in definingocially responsible investmerits investors (Gray et al. 1996;
Storebrand 2003; SRI compass). Measures are usadrniagement syster(isiskala
et al. 2004; Keeble et al. 2003) and in measwmgpany performancgeeble et al.
2003) when trying to line the company strategy WitR goals. Last but not least,
measures are used questionnaires and survey®nducted by non-governmental
organisations and non-profit organisations aimmgarget the level of a company’s
CR (Chatterji & Levine 29; Porter and Kramer 2086).
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Certainly, the field of CR measures is vast andedarAnother observation is that
several concepts are used when defining the measQR, e.g. social audit, soéal
or ethical accounting or reporting (Wilson 1999950t is no wonder that corpora-
tions’ managers are quite distressed; there isowttlh doubt demand for standardis-
ing the measures (Zadek et al. 1999b, 30) as wetha concepts. The conclusion is
that there is an inevitable need for knowing hownpanies are performing in CR.
The need is common for companies’ stakeholders Ni&Os and non-profit organi-
sations, investors, international and nationalitunsbns) as well as for the companies
themselves. In the following the standards, gumsiand initiatives as well as CR
reporting is further contemplated, since the ddtthe study has to do with both of
them.

3.2.1 Standards, guidelines and initiatives
There are several different standards, guidelimesimitiatives by numerous authors

and institutions. They may be grouped by the cagemaf CR dimensions as well as
by the author and the type of the standard, gundelr initiative (table 5).

8 Here the concepsocial refers to the entity of corporate responsibilitgt only its social dimension.
The concepts are discussed in the introduction.
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Table 5: Initiatives, guidelines and standardsteeldo corporate responsibility
(Niskala, Vanhala & Lovio 2004, 11)

ENVIRONMENTAL SOCIAL ECONOMICAL
DIMENSION DIMENSION DIMENSION
Own Product Personnel| Human rights Local Bring Success in
activities | responsibility communities | economic | business

and supply and welfare economics

chain influencing

the society

International agreements, declarations and cooperain

ILO labour standards OECD'’s agreements

and terms of reference

EU Multi-Stakeholder Forum

Corporate Governance

AA1000 OECD Principles of
corporate governance

Principals and policies

UN'’s Global Compact, OECD Guidelines for Multinatad Enterprises

ICC Business Charter for Amnesty
Sustainable Development International’s
recommendations
Control and steering systems

1ISO14000- AA1000, OHSAS 18001, SA8000
series;
EMAS

Reporting

GRI |

When looking at the social dimension of the CRs ipossible to identify interna-
tional declarations (ILO labour standards, EU M@itakeholder Forum), a corporate
governance system (AA1000) and several policiestédrNation’s Global Compact,
OECD Guidelines for Multinational Enterprises, Amtelnternational’s recommen-
dations). Furthermore, some control and steeristegys related to social dimension
of CR exist (AA1000, OHSAS 18001, SA800@nd a system for reporting (Global
Reporting Initiative). Some of the presented itivias, guidelines and standards are
to deal with all of the dimensions of CR, e.g. EWIMStakeholder Forum, and some
only with one dimension, e.g. ISO14 000-series. d$gect not visible in the division
in table 6 are thawardshonoured by several initiatives and institutioasdd on dif-
ferent criteria, e.g. environment or overall susahility (Székely & Knirsch 2005,
633).

There are differences in the formation of the CRtayns: Some of them are
formed by a single institution or an author (e.garfesty International) and for some
a time-consuming and varied stakeholder consuftasoused (e.g. GRI). The reli-
ability of the systems vary too, since a portiontloé systems require third party

® AA1000: social accounting and stakeholder the@SAS 18001: workplace health and safety
(Niskala et al. 2004, 27); SA8000: social accouititgtstandard (Reynolds & Yuthas 2007, 51). For
further information, please consult www.accounigfffl.net, www.ohsah.bc.ca and www.sa8000.org.
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auditing (e.g. SA8000) and for other systems #&nsugh that the company provides
the information on compliance (Global Compact).sftdila et al. 2004, 11-29)

The main criticism towards the spectrum of systésnthat they are diverse and
disparate (e.g. Chatterji & Levine 2006; Porter &akier 2006, 81; Laszlo 2003, 29).
There are some comprehensive descriptions of rgi§IR actions (e.g. Catalogue on
CSR activitie2005), but they tend to be extremely long andaate.

Despite the wide spectrum of initiatives, guidediraad standards, nowadays more
than half of Global 1 008 corporations have voluntary adopted GRI as remprti
guidelines (Reynolds & Yuthas 2007, 53). Since #tigly is concerned with meas-
ures of social dimension of corporate responsyhifitCR reports, they are examined
next after the running through of the gamut of gReams.

3.2.2 Corporate responsibility reporting

Corporate responsibility reporting varies heavltyis possible to divide current re-
porting practices into eleven categories, nanfi@igncial, environmental, social, en-
vironmentalandsocial reportingas well asealth and safety (HSE), responsible care,
workplace health and safety (WHSE), social-ethaadl societal report and lastly
comevision on sustainabilityand sustainability report(figure 4). (Tulder and Zwart
2006, 246-248)

. Financial reporting

. Environmental reporting

. Social reporting

. Environmental and social
reporting

. HSE reporting

. Responsible care report

. WHSE report

. Social-ethical report

. Societal report

2 3 1 10.Vision on sustainability

11 Sustainability report

A OWNBRF

[N
o
S

5/6

© 00~ O Ol

Planet People Profit

Figure 4: Reporting around the world (Tulder & Zi2006, 247)

2 The 1 000 world’s most valuable companies (Theb&ld 000, 2004)
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In reporting, the main reporting areas are findndg environmental (2) and so-
cial reporting (3), from which financial reporting the most regulated by law. There
are also regulations and legislation on environaler@porting and social reporting,
but again they differ between countries and regiéios instance, in Europe the vol-
untary reporting on environmental issues is stitegged by the promotion of EMAS,
the Eco-Management and Audit Scheme. Social regpfiicuses mainly on human
resource matters but there is also some reporteseng information on broader so-
cial themes, e.g. on human rights and child labNexertheless, the majority focuses
still on narrower perspective of social issues. dtieer forms of reporting presented
in figure 4 are hybrid forms of the three areas tio@ed above. The broadest possible
reporting form is reporting on sustainability (1®hich includes elements of finan-
cial, environmental and social reporting and treowi on sustainability (10). Thus the
company incorporates the elements of triple bottom: planet, people and profit.
(Tulder & Zwart 2006, 247) The report types conaagrthe aspect gbeopleare in
the interest of this study, since they are mostyiko address the social dimension of
CR.

The CR reports analysed consist of several issugsonly CR measures or out-
comes of CR measures. For instance, descriptiorGRofvalues and CR cases are
usual as well as figures, photographs and tablestoghe descriptive text (Unerman
2000, 67%. The function of CR reports is said to imitate tme of financial disclo-
sures: companies tend to present their actionkanight most favourable to them.
For financial annual reports there are more dewgapeans to evaluate the massages
than there is for CR reports, where the field isrendiverse and unsettled. (Ortiz
Martinez & Crowther 2008, 13) Still, CR reports a@nsidered to describe a com-
pany’'sattitudestowards CR as well as their CR activities (Per2006, 75).

In general, there are some commonly used measacethames to be found for
reporting the companies’ CR activity (Elkington &jl©1999, 501).Employeesare
thought to be the most crucial stakeholder wheonte the social impact of a com-
pany. Usually the treatment of employees is replotiteough gender and ethnic ra-
tios, pay rates, benefits, holidays, training anfbrimation about job satisfaction.
(Elkington & Dijk 1999, 502-504) Additionally, ises related to industrial relations,
i.e. labour union activity, health and safety asllves harassment are reported
(Székely & Knirsch 2005, 643).

Communityinvolvement in company’s actions has earlier beensidered as a
charitable activity, originating from North Ameriead Great Britain. In continental
Europe, where the state is seen more active, thga@oy’s role in providing social
cohesion is to provide jobs. Nevertheless, alsBurope the monetary value of vol-
untary actions is reported in order to improve dhgvities and to efficiently commu-
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nicate them to the stakeholders. (Elkington & Dif©9, 502-504) Furthermore, the
involvement in local communities and ensuring lagklls is considered worthwhile
to report (Székely & Knirsch 2005, 643).

Suppliers and supply chaimse gaining more and more attention due to consum-
ers’ concerns and mass media’s uncovering stobestagoor labour conditions. The
limits of responsibility have expanded from only thctivities of the company buying
products or services also to its suppliers. Howether best way to communicate the
labour conditions is not easy to establish sinezettare many competing views on
what is the best means to monitor and develop thmpany’s supply chain.
(Elkington & Dijk 1999, 505) Nowadays customers d@ah proof of companies’ re-
sponsibility since it is no longer enough to cldorbe responsible. This has lead into
situations where companies are reporting on tlesjponsibility. Several communities
are developing reporting and defining the trendstircal consumerism. (Elkington
& Dijk 1999, 506) In the reports supplier relatibiss are covered by concentrating
on the contractual relations, variety of suppliansl supply chain management, e.qg.
the evaluation of suppliers (Székely & Knirsch 2065%3).

Investorsare also becoming more interested in responsildgnbss. Firstly, they
want to gain profits in sustainable ways withouisiag damage to the society. Sec-
ondly, they are interested in gaining more infoiorathan the annual report, and this
is enabled by the responsibility reports. Ovetalk investors are replying to the de-
mand of responsible funds and the number of themcigasing. Companies wanting
to be funded through these means need to providemation on their responsibility
actions to the investors. (Elkington & Dijk 19997

When discussing the social performance evaluagomployment-related measures
as well as indicators measuring corporate commuarigymost developed. Commu-
nity involvement is usually reported in monetaryns by almost all companies re-
porting CR issues in stand-alone reports or ina@fgead to other disclosures. (Bennett
& James 1999, 46—7) Measures of employment relasees in Europe are developed
because of legislation required nationally, fortamge in France bilan Social
(Elkington & Dijk 1999, 503). In European CR repod, the focus is more on overall
sustainability, namely the triple-bottom line, themNorth American CR reporting
(Bowie & Werhane 2005, 105). This view is suppoigdother literature: e.g. in the
Netherlands, the CR approach leans on triple-botiom people, planet and profit
(Cramer 2005, 91).

However, there are differences between Europeantiges in CR. In Germany,
CR is not a widely adopted practice due to thereépbsition of trade unions and the
state authorities, and corporations’ role in somaues has been smaller (Habisch &
Wegner 2005, 111). As a contrast, in the UK theegoment hosts CR initiatives and
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the corporations have created CR management systeieasures and reporting
(Moon 2005, 60). When comparing German and Frepphnoach to the CR, there is a
common trust in the power of legislation as a hmgbtivator (Habisch & Wegner
2005, Beaujolin & Capron 2005, 107). In Francerdhe legislation to determine the
CR activities (Beaujolin & Capron 2005, 107), wregestill in Germany the law re-
forms lag behind when comparing the pace to theratbuntries (Habisch & Wegner
2005, 121). Another difference between French aathfan approaches is the con-
sumer response to CR: In Germany the responsevigH@abisch & Wegner 2005,
114-115) and in France there are campaigns and N@sng for more sustainable
businesses (Beaujolin & Capron 2005, 100, 105).

The approaches towards corporate responsibilitybsandescribed with a contin-
uum, where the other end is the narrowest apprdaebtive, and the other is the
broadest, proactive or interactive approach. Th@agehes in between are reactive
and active. What is interesting in the continuunitasability to pinpoint the position
of sustainability reportingon the continuum (figure 5). When public relatidms-
chures about indifferent corporate responsibilgpresent the most inactive end in
responsibility tools, sustainability reporting isnsewhere close to the limit between
active and interactive approach. Only multi-leviglkeholder dialogues and partner-
ships are seen strategically as broader meanshtmea the international community
responsibility. (Tulder and Zwart 2006, 270)
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Sustainability
statement

Statement Regular
externall
Report Regular verified
Regular report ve?i);itg(rjn?elgort sustainability
i . i statement with
Review with stakeholder with two-way linkages to
Occasional _co_nsultatlon, stakeholder environmental,
Commentary descrintive l_ndlcators and dialogue, animal,
puve financial data, indicators, - d
) report covering licit policies 4 economic an
Report of social different explicit policies, targets an financial data.
mission / aims takehold internal systems,| benchmarks and
and ad hoc s ;C?u(;ners, commitment to
descriptive specific ol?cies comprehensive
elements. P P ' coverage over
time.
Stage One Two Three Four Five
Approach:
Inactive Reactive Active Pro-/Interactive
< >
Media:

PR brochures
Internal codes of conduct
Context focused philanthropy
International labels

Sustainability nejng

External codes afdict  Multi-level stakeholder

dialogues, partnerships

Figure 5: Social and ethical disclosure: assegsiagress (Zadek et al. 1999c, 45)
and four typical CR approaches (Tulder & Zwart 208K0)

The five-stage division in figure 5 indicates tHeneents typical to the report at a
particular development stage (figure 5). Witemmentandisclosures have more de-
scriptive elements and present mainly CR amagiewdisclosures have more policies
and they cover stakeholders of the comp&gportsare published regularly with in-
dicators to illustrate stakeholder engagementdthteon, some financial data, explicit
policies and internal systems are presenBtdtementsgain are externally verified
on a regular basis, they have progress indicatargets and benchmarks as well as
enclose information on two-way dialogue with stakdbrs. Additionally in state-
ments the performance is covered systematically owvee. Lastly, sustainability
statementpresent disclosure, which is frequently externadlyified and connects the
elements of sustainability, namely environmentatja, economic data. Even though
presented as a development continuum, a disclasueny of the levels may be
proper to the precise company; it all depends ®teitel of performance and engage-
ment to sustainability issues. For instance, soampanies prefer reporting the de-
velopment of internal CR approach, where otherostdo focus on externally veri-
fied CR reports. (Zadek et al. 1999c, 46-47)

Both models position the sustainability reportsésteents as the most or nearly the
most developed. However, in reality most of theorephave not yet reached the far
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end of the continuum (Zadek et al. 1999c, 45; Tu&&wart 2006, 270). Currently,
the problem is that reports do not answer to stalkieins’ expectations and that they
are too general (Dawkins 2004, 119). Additionalhg CR performance in reports is
evaluated by presenting the aspects of econongcalpgical and social performance
separately (Székely & Knirsch 2005, 645) withoguatainability approach.

As it has been discussed, it is important to urtdedswvhy corporations measure
the level of CR. Nevertheless, It is no more thesfjon of whether to measure CR; it
ishowCR is measured. (Zadek et al. 1999b, 31)

3.3  Process of forming the measures of corporate respsifility

In general, there exist instructions to the sudoégsocess of gaining measures of
corporate responsibility. When defining the indocat the company should (1) be
able to understand what is critical and relevamt ifo Additionally, the company
should (2) consider the commitments they need ppau their policies and (3) be
able to determine the benchmarks for their perfogealLastly, (4) the expectations
of stakeholders need to be clg#eeble et al. 2003, 152)

However, the detailed analysis of howféom an appropriate measure seems to be
missing. This is mainly explained by the fact ttiedre is no generally acknowledged
theoretical framework for measuring corporate respulity (Hackstone & Milne
1996, 78). Usually measures are mentioned whemprbeess of determining the CR
communication, mostly reports, is described. Y&to an studies evaluating CR re-
porting, describing the process of forming a CRores rare (Perrini 2006, 74). Still,
the appropriate measures need to be created im rderm credibly CR measures,
even though the development and the use of measuned an end itself (Keeble et
al. 2003, 151). This does not ease the challengeseasuring the CR, but it sets the
priority.

In measuring CR, both financial as well as non+#irial measures are used, but in
different ways than in contemporary accounting {Gegaal. 1996, 82—3). The selec-
tion of appropriate CR indicators ispaocess The process consists of establishing a
pool for acceptable indicators, which are thenesoee and ranked with agreed crite-
ria. Out of the selected indicators the most appatg ones are again selected to be
part of key performance indicators framework, framework, which consists of the
indicators most crucial to the company’s succdéseble et al. 2003, 153)

In theory, the process of gaining a measuremernemsystarts with a system de-
signer. The system is usually accompanied withsassent, which again is conducted
either by the designer or an outside organisatestified by the system designer. The
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outcome of the assessment is the result, whiclvdheus stakeholders view in order
to get a picture of the company’s CR performanCéaafterji & Levine 2006, 31)

Compared to the process of forming financial measthe system of forming non-
financial CR measures is, in theory, the same. Wbaning the traditional financial
measures, the system designer is usually an atytinaimed in the country’s legisla-
tion, e.g. the authority involved with taxes. Imgtice, designing the measures for CR
is different from financial measures, since thendéads for CR measures are not de-
termined in the legislation of most countries. Tiecess forming CR measures may
involve several stakeholders with contradictingppposing views on what the meas-
ures should look like. In addition to the complawgess of forming a CR measure,
there is market competition between different aciavolved in forming CR meas-
ures. Some standards and codes are adopted madybtisan others because differ-
ent interest groups and actors offering the CR oreasent systems try to affect the
situation. (Chatterji & Levine 2006, 32)

It is remarkable to realise that measuring absaadtmultidimensional issues, e.g.
human rights, is challenging, since asking evenpknissues generate diverse an-
swers within the company (Chatterji & Levine 2088-3). The challenges of meas-
uring corporate responsibility can be described asatrix where théocusand the
complexityform the axis of a grid. The axis of focus vardedween internal and ex-
ternal focus. The axis of degree of complexity alecting the data increases when
moving away from origo. (Keeble et. al 2003, 150)

Table 6: The complexity of sustainability measuyeseble et. al 2003, 150)

In-house indicators Management | Stakeholder/Business partner
indicators indicators
Bribery and| Fair trade Workload Auditing Reputation Corporate
corruption citizenship
+~ | Transportation| Code af Diversity Management | Product Ethical
§ conduct and systems representations| products
3 opportunities
o | Air Working Sickness Business Family Suppliers/c
% environment performance | friendliness ontractors
= "N Environmental| Quality Training and Compliance Local Shareholde
g training personal community rs
8 development
5 | Water Environmental| Employee Safety and Special Business
= costs benefits occupational | performance partners
health reporting
Energy Waste Job creatio Health dnReporting Customers
Tsafety
>
Increasingly external focus

As it is visible in the table 6, issues concernamyironmental issues (e.g. energy
and waste) are considered less complex to meakarethe measures concerning
more abstract and social issues (e.g. reputaantréde, ethical products). The table
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reveals how different aspects of CR can be seateckto each other when consider-
ing measuring them. Additionally, the focus of theasure is stated. Some issues are
considered to be in-house indicators (e.g. worldngironment, diversity and oppor-
tunities), others management indicators (e.g. mgdihealth and safety) and the rest
stakeholder or business partner indicators (e.are$iolders, local communityThe
essential finding from the table is the complexityneasuring abstract CR issues.

An example of forming measures for reporting is aloReporting Initiative,
which aims to improve reporting on sustainabilithe Global Reporting Initiative
defines sustainability reporting &he practice of measuring, disclosing, and being
accountable to internal and external stakeholdersdrganisational performance to-
wards the goal of sustainable development’ practice the process of measuring is
determined by choosing between many possible ogtipnnciples and guidance in
choosing between several issues adjust the finldlome of a disclosure. (Global
Reporting Initiative 2006, 3-5) The process is désd in the figure 6.
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Principles for
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and
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OUTPUT OUTV OUTPUT

FOCUSED SUSTAINABILITY REPORT

Figure 6: The process of forming a focused sustdlibareport and the phases
affecting the choice of measures (Global Reporimigative 2006, 4)

It is notable that in GRI process the goal is torf@ focused sustainability report,
not to form the measures as such. The processdesaghe several possible issues
that affect the sustainability of a company andoenages choosing the most relevant
issues according to the criteria. The criteria agae the principles and guidelines,
which enable it to form a standard disclosure fisexeral possible issues. Principles
and guidelines consist of criteria for appropriateasures to be presented in the dis-
closure. The standard disclosure describes thennafioon that's should be included
in the sustainability report, i.e. company’s susddility strategy and profile, man-
agement approach to sustainability and sustaimalpdirformance indicators. (Global
Reporting Initiative 2006, 4-5)
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The process of forming a measure affects the apjptepess of a measure of cor-
porate responsibility. The specific criteria forpappriate CR measures are discussed
in the next chapter.

3.4  Ciriteria for appropriate corporate responsibility m easures

The criticism towards measuring corporate respdlitgilis undeniable (Chatteriji &
Levine 2006; Gray et al. 1996, xi; Porter and Kra2@06, 81). The critics make it
clear that there are several challenges in meas@R. Especially CR’s social di-
mension is hard to measure (Korhonen 2003, 37hdoretical discussions the indi-
cators and measures of CR are mentioned and igeifisance is stated (e.g. Zadek
et al. 1999a; Bennett, James & Klinkers 1999; Gatagl. 1996).

There have been several criteria and principlegldped for meaningful CR
measures. The name of single criterion may varywhen inspecting it closely, it
usually has aspects similar to other criteRaliability, validity and comparability
may be used as evaluation criteria for the measstasdards and codes relating to
non-financial performance of corporations (ChaitérjLevine 2006, 32-5). Since
reliability, validity and comparability form a cotent set of criteria, yet each of them
being separate from the others, they are useddassion under which other criteria
are grouped for further discussion.

Other divisions of appropriate measures emenparable completeand credible
(Ranganathan 1999, 476) and agaomparablein three dimensions of comparability
(Bennett & James 1999, 63-4). Appropriate measarag also be determined by
principles, which arenclusivity, comparability, completeness, evaluationanage-
ment policies and systems, disclosure, externafieaion and/or continuous im-
provemenh (Zadek et al. 1999c, 41-44) Nevertheless, tteradtive divisions are not
as clear-cut as the division of validity, reliatyiland comparability. Therefonalid-
ity, reliability andcomparabilityare chosen as the main criteria for appropriatesmea
ures in this study.

The Global Reporting Initiative, discussed alreadthis chapter, has its own sys-
tem that identifies the appropriate process of fogrindividual measures to disclose
in a Sustainability report. Even so, the guidelif@sforming a report have several
valuable principles and outlooks that should béuthed in the discussion of forming
appropriate measures of CR. In GRI, before beirg abdisclose any information,
the principles and guidelines need to be carefpibndered (Global Reporting
Initiative 2006, 4). The discussions in GRI guideb are elaborated when discussing
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the appropriate measures in the light of validrgliability and comparability in the
following sections.

3.4.1 Validity

A valid indicator provides information that is importantdociety, which is greatly
determined by the company’s stakeholders’ valuas @arceptions. In addition to
values determined by the stakeholders,dhetextdetermines what is a valid meas-
ure; not all stakeholders under the company’s erfae agree on the importance of
selected measures. For instance, in some areas coaigervation may not seem as a
central social goal for a company, whereas in atitas crucial for society’s survival.
(Chatterji & Levine 2006, 32-5)

Completeness1 a measure refers to the quality of a meastsesdope should be
complete (Ranganathan 1999, 476). By forming a ¢em@pneasure, the outcome is
useful to ones observing the results. By imposoigpletenesas quality criteria, it is
made certain that no area of company’s activisedeliberately or systematically ex-
cluded form the evaluation. (Zadek et al. 1999¢;48) In addition, the disclosure of
measures should consider any information upstreandawnstream from the com-
pany in the supply chain (Global Reporting Initrat2006, 13).

Inclusivity means that the measures used should reflect thes o€ all principal
stakeholders through open dialogue. The measumgdshot only present the views
of those stakeholders that have historically bdesecto the company. Fundamental
in inclusivity is the choice made by the stakehoddevhat is it that they consider im-
portant to be measured. (Zadek et al. 1999c, 42)

Inclusivity may also be understood msiteriality (Zadek et al. 1999c, 49). By fol-
lowing the principle of materiality the company garstees that the information pre-
sented (e.g. in a report) covers relevant topiat measures. Relevant topics and
measures reflect company’s significant social inipas well as the information that
may influence the stakeholders’ decision-makingnc8ithere are numerous issues
that may be reported, the principle of materiadityuld be considered carefully. It is
naturally complex to identify what has a signifit@ocial impact and what is influ-
encing the decision-making of stakeholders. By gigicombination of external and
internal factors the task should be manageablesd& lexternal factors include e.g.
main sustainability interests and topics raisedheystakeholders or reported by peers
and competitors, relevant laws and sustainabilitpdacts estimated by the experts.
Internal factors consist of e.g. key values, pelcand strategies, risks to the company
as well as core competencies and their contributmrsustainable development.



51

(Global reporting Initiative 2006, 8—9) The dimesrss of validity used in this study
are stakeholders’ interests, completeness andxtarfta measure.

3.4.2 Reliability

A reliable measure provides the same outcome more than onea ath issue is
measured. For instance, different respondents wgetidhe same result for the ques-
tion being handled. In practice, this might be hardccomplish. Even when asking a
guestion about the company’s recruitment practitves,respondents can answer dif-
ferently. (Chatterji & Levine 2006, 32-5) In spiéthis, theaccuracyof a measure
makes it possible to evaluate its reliability. Tdea measurement techniques are ade-
quately described. Additionally it is possible tadicate which data has been esti-
mated and which is calculated. The basis for esésnahould be available for the
stakeholders in order to evaluate the reliabilify ao measure. (Global reporting
Initiative 2006, 15) Thus, the more the measurdsdedth value judgements and
estimates the more its reliability is questionabieless it is possible to evaluate the
process of forming an estimate.

A company may choose to distribute information dt &ither within the company
or to company’s stakeholders. Whatever the caseissusually wise to put together a
disclosure but its form varies accordingl¥xternal verificationimproves the legiti-
macy of CR measures and disclosure. (Zadek et989d, 41-44) The process of
gathering, recording, complying, analysing and ldsiag the information should be
verified in order to gairreliability. When external assurance (verification) takes
place, it should be able to tell apart the scope extent of external assurance.
Another important issue in reliability is the abyjlito identify the original source of
the information disclosed as well as to identifydewnce to support the outcome of the
measure (Global Reporting Initiative 2006, 17).elable measure is alswedible
since a credible measure is trusted by busineskl\wad the society; it is possible to
do reliable decisions by using the information cdetp of credible measures
(Ranganathan 1999, 476). All in all, repeatabibiyd the technique of forming a
measure as well as external verification are ingmartvhen considering the reliability
of a measure.
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3.4.3 Comparability

It should be possible toomparethe performance of different companies over time;
this requires comparable measures (Chatterji & heV2006, 32-5; Ranganathan
1999, 476). Performance measures do not have aimgeaithout a comparison
against an appropriate or a relevant referencet, Rtr should be able to compare
measures over time against earlier measures cfaime company. Second, it should
be able compare measures against some other stafjathis it is meant that the
measure should be analysed in the light of oth&rge this reveals the particular
measure’s ability to measure what it aims to meastlhird, measures should be
comparable over space, i.e. against measures ghthe attribute in other companies.
(Bennett & James 1999, 63-4)

In practice, the comparability might be hard toasbtetween companies’ reports.
Even though the reports present issues within dmeestheme, e.g. employment re-
lated measures, the frame of the measures diffren the issues become more
complex, the possibility of different framing inases and the measures are even less
comparable. (Székely & Knirsch 2005, 644)

Comparabilityenables measures to be compared against compagrytsgmance
during different time periods, external benchmargstutory regulations or non-
statutory norms. The benchmarks again should lBwvast and legitimate, e.g. gov-
ernment statistics. (Zadek et al. 1999c, 41-44) éi@w, if the process of forming the
measure ixhanged it should be explained. Any significant differenbetween dis-
closing the information should be reported as wédlriation of a measure may con-
cern its boundary, scope or length of reportinggaer(Global Reporting Initiative
2006, 14)

As a conclusion, it can be stated, that a measweld be comparable over time,
with measures from other companies and to othesuanesa. In addition, all changes
to a measure should be reported, since it afféetpossibility to compare it in rela-
tion to other entities.

3.4.4 Other principles

There are also other principles, which determimeghality of CR measureBvalua-
tion of the measures and reporting process makes silppeso complement and re-
place the measures. This is important since comepaamd their actions do change
over time. To ensure its commitment to CR, the camypshould developnanage-
ment policies and systertigat enable the company to lea@uontinuous improvement
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is a built-in aspect in CR measures, because thasatio improve the quality of social
and ethical performance. All of the quality critedo not have to be met, since some
aspects are present in the cultural context, etgrral verification might not be seen
as crucial in Scandinavia as it would be in somewletse. (Zadek et al. 1999c, 41—
44)

These quality criteria are fairly hard to evalu@ten CR reports since they have to
do with the company’s internal issues and orgaioisal herefore they are left out of
the evaluation criteria set for the study.

3.5 Synthesis

As a conclusion, the theory of measuring socialesigion of CR may be presented as
a figure (figure 7). If the measures are not valgiable and comparable at the same
time, it is virtually impossible to analyse the extalities produced by a company in

different contexts (Chatterji & Levine 2006, 32-bBhus the evaluation of companies’

CR performance requires measures that performimwall sectors.
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The process of forming a measure
* Understanding the CR goal P — -
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company) AN
¢ Changes APPROPRIATE
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Figure 7: The composition of an appropriate meastifeéR and the forces affecting it

The process of forming a measure affects the foomaif appropriate measures.
Reliability is directly affected by the existingsdgms related to initiatives, guidelines,
standards, policies, management systems and a{&edble et el. 2003,152) as well
as by the value judgements related to the measuteprecesses (Keeble et el.
2003,150).

It is a claimed thata reliable measure usually suffers from low vajidib
stakeholdersThis is due to the fact that an issue easy tesareds usually indifferent
to the stakeholder group. (Chatterji & Levine 2088) For instance, it may be reli-
able to measure the number of audits taking placppliers’ factories, but the va-
lidity is somewhat low due to the fact, that a miegjuency is not communicating
the working conditions in the factories. This chatje is evaluated in this study in the
light of research results, since it affects the Mh@R communication between
stakeholders and a company.
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Successful corporate communication serves the towmaf an auspicious rela-
tionship between a company and its stakeholderslgl2004, 17). Figure 8 combines
the aspects discussed earlier in chapter 2 an@r@ntinicating the social dimension
is affected by the formation of CR measures anctldgvwnent of CR communication,
i.e. reports. The development stage again is detednby the advancement and
amount of used measures. Measures again shouldrived keeping in mind the
company’s CR goal and thus identifying the needtihtives, standards etc. for the
communication. In addition, reasonable benchmatksulsl be identified. Using
benchmarks enables the comparison, evaluation antthaous improvement of the
measures. Stakeholder engagement is crucial fatehelopment of valid indicators.

* Initiatives Evaluation and continuous
 Guidelines improvement of reporting;

« Standards management systems and policies|
* Policies contributing to the development

» Management systems —

» Awards
1 A
The process of forming a
measure COMMUNICATING THE SOCIAL
||P » Understanding the CR goa| DIMENSION OF CORPORATE

II- « Identifying initiatives, RESPONSIBILITY:
standards and guidelines, COMPANY <«—» STAKEHOLDERS
‘ needed /in use

"‘- + Determining benchmarks
II- « StakeholdersOexpectationg

Aniqeredwod pue Awjqeles ‘Aupirea
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= =l
c [ E
and stakeholder H 2 £g
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(imm | - Identifying the influence of Commentary eview - o & @
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— " Development One Two Three Four Five
II- The criteria for appropriate stzge:
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* Validity Approach:
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Sustainability
reporting
International labels
External codes
of conduct
Multi-level
stakeholder
dialogues,
partnerships

Figure 8: The social dimension of corporate resiality in communication between
the company and its stakeholders

When the process of forming a measure is cohetastpossible to communicate
the social dimension of CR to company’s stakehsldéhe development level of the
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communication is determined by the developmentprapriate use of measures ac-
cording to the criteria of validity, reliability @ncomparability. Thus, by creating the
ideal non-financial measures, it is possible tovgbere the markets are possibly fail-
ing (Chatterji & Levine 2006, 32-5) and evaluate tompany’s performance. The
CR report may be unsuccessful in communicatingleékiel of CR (Lotila 2007, 25)
and the appropriate measures are considered t@plagportant role in success.

After all the requirements discussed, it is the rantrto consider the reality com-
panies face. When it has been able to create auneetigat meets the set criteria, it
might turn out to be too expensive to measure (8yék Knirsch 2005, 642). Some
say that companies should invest in improving CRasuees, since developing and
prioritising CR actions generates savings (Chattenyl Levine 2006, 49). The most
appropriate measures, i.e. the ones high in velaht reliable as well as comparable,
should be considered also from this perspective.
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4 METHODOLOGY

The purpose of the study is to analyse how appaitgpare the measures of social di-
mension in the leading European food retailers’ i@Rorts. The research question
may be divided into sub questions:

. How do the measures of social dimension of CR medetbility?

. How do the measures of social dimension of CR malelity?

. How do the measures of social dimension of CR roeetparability?

In order to answer the research questions, analsaiseworks were developed.
There are frameworks developed for (1) measurgssd@al dimension of corporate
responsibility, (3) validity, (4) reliability and] comparability. The frameworks are
presented in this chapter. In addition, to answerresearch questions, the research
data and choice of analysis method need to beeatkfin

4.1 The research data and the choice of the analysis thed

The choice of the research method is up to theerthossearch questions, and thus
either a qualitative or a quantitative approachaomix of them is appropriate
(Silverman 1997, 12-25ualitative researclstrives towards understanding the so-
cial realities and recognising the processes pett@nd structural characteristics
(Flick, von Kardorff & Steinke 2004, 3), where@santitative researclnvolves col-
lection in numerical forms, which eventually allosfatistical tests to be conducted
(Garwood 2006, 250). When comparing the quantigasind qualitative approaches,
there are similarities in basic approaches in dlaaton, conclusion and interpreta-
tion processes. However, quantitative approach lmeagivided into more clear phases
than qualititative research, which involves morteiference of data collection and
analysis. (Mékela 1990, 45)

The approach of this studyeésmbining both quantitative and qualitative reséarc
and the choice of analysis for the studgastent analysidt is thought that the con-
tent analysis as a method enables the best undeirsgeof the analysed data and thus
enables the researcher to answer the researchamsedtie to the research questions.
The approach of the study and the analysis mettedlaborated in chapter 4.2.

The study covers a number of CR reports publishethe four largest European
retailers, which publish a CR report. The studiethpanies ar®oyal Ahold(Ahold),
Carrefour S.A(Carrefour) Metro AG(Metro) and Tesco PL((Tesco) Ahold’s re-
ports are published in 1998, 2000, 2002, 2004 &b Ztotal 5). Carrefour has pub-
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lished its reports 2001-2006 (total 6), Metro irarge2002, 2004 and 2006 (total 3)
and Tesco 2002-2007 (total 6).

Reporting corporate responsibility is thought tatlbe image of the company’s CR
attitudes and activities (Perrini 2006, 75), eveough there is suspicion towards en-
tirely honest communication of actions in the répdOrtiz Martinez & Crowther
2008, 13). Corporate responsibility of a compangls® evaluated by analysing com-
panies’ annual reports, but they are consideragivie more of a one-sighted view of
the level of CR (Unerman 2000, 669—-670). Thus, bdrting is chosen as a target of
analysis. In addition, analysing CR reporting hggagmatic approach: it takes more
and more of the managers and companies’ time, wikidway from other actions
(Zadek et al. 1999b, 30; Chatterji & Levine 200B)erefore improving the reporting
systems has a utilitarian reasoning too.

The analysis of reports is initiated from the la@ses published by the four com-
panies introduced. It is thought that the latepbres indicate the current level of re-
porting practice in the respective company theeetorswering the research questions
best. For Ahold the latest report was from the y2@05, for Carrefour 2006, for
Metro 2006 and for Tesco 2007. Tesco’s reports rctwe time period from the be-
ginning of March to the end of February of the ngedr. The situation is illustrated in
table 7.

Table 7: The publishing year of the CR reports e as coded and analysed CR
reports in this study

Carrefour S.A. Tesco PLC Metro AG Royal Aholld

1998 X
1999
2000 X
2001 X
2002 X X (01/02) X X
2003 X X (02/03)

X X (03/04)

X (04/05)

X = Report published

= Report coded and validity, reliability and compaility tests
conducted (first round of analysis)

= Report coded and validity, reliability and compaility tests
conducted (second round of analysis)

= Report coded
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After the first round of analysis covering the &teeports from all four companies,
the reports prior to them were analysed (tabldt 73.necessary for the comparability
tests to obtain information on another report frarsame company. Finally a third
analysis round was performed in order to see whdttexe would have been more
data to answer the research questions. Year 20@2selacted since it is the next
shared publishing year for all the CR reports affter second round of analysis. If
there is a need for the research, the reports €amefour and Tesco were thought to
be analysed as a fourth round.

In qualitative research there is no clear indicafior the sufficient amount of re-
search data, and therefore no clear-cut rules fmvthere is enough data assembled.
The prevailing advice is that the data collectiomyrbe concluded when there are no
new characteristics in the data obtained. (Mak&R0152) After coding the reports
published in 2002 (for Tesco 2002/2003), it wagiemt that no new information was
found for answering the research questions. Thexdfe further coding of published
reports was stopped after the third round of amalsd conducting the tests of valid-
ity, reliability and comparability of the measuneas finished after the second round.

4.2  Content analysis as a research method

Content analysis is a research methodology thalizes a set of
procedures to make valid inferences from text (W#&885, 9).

The definition by Weber is only one of the manyikiébns used to describe con-
tent analysis (cf. Neuendorff 2002, 10; Krippent®80, 21). However, it captures
several central points related to content analysibis study. Firstly, content analysis
is a research method that relies on scientific oeth(Neuendorff 2002, 10-12) fur-
ther discussed in the chapter for trustworthindgseestudy. Secondly, content analy-
sis is systematic and has defined procedures (WIS, 9-24; Krippendorff 1980).
Thirdly, the method is used for interpreting megsagnd creating meanings from
data in a valid way (Neuendorff 2002, 11-125). Fynahe method is concentrating
on analysing text (Krippendorff 1980, 9), which dkallenged by some scholars
(Neuendorff 2002, 10). Also other media may be ys®l, e.g. photos (Unerman
2000, 675), but this is not the approach usedi;dtudy, since the basis of the analy-
sis frameworks is text and thus they are not slatldy the analysis of photos.

There are major benefits in using content analgsimpared to other research
methods. It isan unobtrusive methogince it enables minimal interference and inter-
action of the researcher with the phenomenon dudig using some other methods
the subjects may react to the fact that they amgglbstudied. These situations include
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e.g. observation, testing, questionnaires, anaviges. In addition to its discreet na-
ture, in content analysisstructured materials suitable for the research purposes. In
practice, the gathered data may be used in van@ays that have not been predeter-
mined - unlike in surveys for instance. Furthermdhe symbolicmeanings of the
data are possible to evaluate by using contentysisalThe researcher may analyse
the form of the data as a symbolic message orpregethe latent meanings of the
data. All in all, with content analysis it is pdsiei to manage large volumes of data
which may not be possible to analyse by one peosiy In practice, human assis-
tance and computers may be used for the succemsdilysis over a period of time
using well-defined schemes. (Krippendorff 1980, 28

In this study, some of the strengths of contentlysiga are possible to exploit,
while others are beyond the scope of the thesisamalysing organisational docu-
mentation, here CR reports, it is possible to oleséne target without being in con-
tact with the companies directly. Indeed, the datdéained through organisational
documents is often more complete than what it winalde been possible to acquire
through inexperienced interviews and surveys (Fos894, 148). By the analysis
frameworks and decision rules it is aimed to revkallatent symbolic meanings of
the rich, unstructured data. The volume of the dathis study is manageable by one
person, i.e. the researcher, but computer is usedoiting and grouping the data in
the form of software Excel.

Content analysis is not a new method in analysmgarate responsibility; it is
widely used when analysing CR disclosures (e.g.rtidaa 2000; Milne & Adler
1999; Hackstone & Milne 1996; Perrini 2006; Perr2005; Vuontisjarvi 2006;
Jenkins & Yakovleva 2005; Idowu & Towler 2004). Gemt analysis is also widely
used in other disciplines than business studieg, i@. studies of mass media
(Neuendorff 2002, 17).
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Content analysis

— N

Quantitative Qualitative
content analysis content analysis

Y |’

Classification Classification
based on theory based on data

Systematic
classification based
on theory and data

el

Results are presented Results are presented p Grounded theory
statistically as concepts approach

Figure 9: The simplified structure of content as&ySeutamaa-Hakkarainen 2002c)

Content analysis may be oriented either towardstijative or qualitative ap-
proach (figure 9). In the quantitative approach libgic is similar to statistical re-
search, where the emphasis is on counting the éremies of different phenomena. In
comparison, in quantitative approach to contentyarsathe emphasis is on meanings
related to the studied phenomenon and not mainltherfrequency of references to
the phenomenon. Qualitative approach may be funtihaded into classifying the
data based on (1) theory, (2) on data or (3) bath dnd theory. The systematic clas-
sification enables studying the phenomenon botlisstally and conceptually.
(Seutamaa-Hakkarainen 2002c)

It is also claimed that the main goal of conterdlgsis is to present the selected
research target as numerical summaries; thus itegbanalysis the impression of the
phenomena is based on quantitative data (Neuen20d2, 14). Furthermore to the
guantities, the frequencies of measured issueg lpasented in the text demonstrate
the importance of the respective topic in the dosotranalysed (Scott 2006, 41).
These views are not fully absorbed in this studistly, quantities are seen as a natu-
ral step in understanding the righalitativedata. Thus the view, that content analysis
as a method may utilise both quantitative and tptale approach on text (Weber
1985, 10) is adopted. Secondly, the frequency tojpa in the text is not seen as an
indication of importance in this study; rather thequency is seen as an indication of
the development stage of topics handled in thidysttor the discussion on develop-
ment stages in CR reports, see chapter 3 and fg)ure

In practice, the progression of content analysiy tm@ divided into four steps:
transferring data into text form, creating a cldgsation system and drafting a clas-
sification framework, defining the unit of analysisd dividing the datand coding
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the data and reporting the resulfSeutamaa-Hakkarainen 2002b; Neuendorff 2002,
50-51). The selected units analysed are to be mexsas text for easier analysis.
Transferring data into text forrapplies to studies, where the data is e.g. on@adap
it is presented in a newspaper. In order to andlyselata, the text form is needed.
(Seutamaa-Hakkarainen 2002a) In this study, thdéyseh data is already in text
form, thus no transformation is needed.

The path of analysis in this study follows the edescribed in figure 9, where
gualitative analysis is conducted ligrming a systematic classifications based on
data and pervious theorfbeutamaa-Hakkarainen 2002c) on corporate resphitysib
measuring CR and stakeholders. The analysis framkswand the use of data and
theory in classifications are presented furthethis chapter. Creating the classifica-
tion system is the most important phase when cdmdpcontent analysis; however,
the framework is rarely developed effortlessly (Gewaa-Hakkarainen 2002b).

Defining the unit of analysis and dividing the data essential for conducting the
process of coding (Seutamaa-Hakkarainen 2002bgr Aging the classification and
coding the data, the results may be presentedraepts and statistically (Seutamaa-
Hakkarainen 2002c), and both approaches are ussahte extent in the study. Using
guantitative data serves the trustworthiness ofstbdy when the perceptions of the
researcher may cause distortion in the interpaetaif the results (Miles & Hubermas
1984, 215-216). After coding, the results are reubr(Seutamaa-Hakkarainen
2002b). These steps are discussed in the follos@&agions before discussing the for-
mation of analysis frameworks, i.e. classifications

4.3  Defining the unit of analysis

The unit of analysis differs from the unit of datallection (Neuendorff 2002, 13),
which are the CR reports in this study. The uniaidlysis is defined within the ana-
lysed reports.

In several discussions on content analysis theafranalysis is pondered between
sentences and words. As a conclusion, sentenceth@ught to be better analysis
units than words for the basis of coding, sincenteaning of a word alters depending
on the sentence it is presented in. (e.g. Milne®@eA 1999, 243; Hackstone & Milne
1996, 84)

This view is also adopted in this study with theliadn that also tables and figures
are analysed. After all, the CR report is a readaar@angement, where the results
from the used measures are presented in varioosf@.g. tables and figures, and not
only in the text. The analysis of photos is conedeimportant when considering
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analysing the company’s CR communication (Unerm@®02 675). However, in this
study photos are left out since the analysis fraonksvare developed for analysis of
text, which is analysed in the light of the resbaguestions, and not for photos.

With the unit of analysis defined, it is possibte donduct content analysis in a
systematic way. As a contrast to traditional conemalysis,the total frequency of
units of analysis, i.e. measures, is not countedoractice this means that the trust-
worthiness of the study is determined by other rad¢han statistical tests. Yet again,
the developed analysis frameworks (classificatiafighe study aiming to help in an-
swering the research questions do not requiresstati tests. This is discussed in the
trustworthiness of the study after the chaptersl@velopment of the analysis frame-
works, decision rules as well as the test of them.

4.4  The development of the analysis frameworks and desion
rules for coding and reporting the data

In order to form a coherent and economical overvaéwthe data, codes are used for
rearranging it. The aim is to reduce the size @lysed material into a more control-
lable ensemble. Codes are usually formed from relBeguestions, assumptions re-
lated to the results or from themes (Miles & Hubanni984, 54). The codes related
to this study are developed for social dimensiod #rey derived from theory and
previous categorisations in order to organise tlasures of social dimension for
further analysis. Fewer choices in coding categosecure more accuracy of coding
(Milne & Adler 1999, 242). However, too broad caiggs do not enable a meaning-
ful division of the data, when sub codes are udeiutoding. In addition, some codes
emerge during the analysis of the data, and sustscare welcomed if the codes thus
give a more exhaustive image of the phenomenae@\Vil Huberman 1984, 60) The
codes for social dimension include broader themmeb sub themes introduced in
chapter 2, and the changes to the coding schendeacebed later in this chapter.

For codes as well as for tests determining validgiability and comparability, it
iIs necessary to develop analysis frameworks and aecisiles i.e. classifications,
sincethere are no existing frameworks for analysinghe torporate responsibility
reports’ validity, reliability and comparability cwerning the measures of social di-
mension of CRThe frameworks and decision rules for this stadyformed by com-
bining classifications and theory presented earhethe study. Synthesis is created
according to the research questions presentedeinnthoduction. The frameworks
have to answer to the following questions:

. How to distinguish the measures from other texth@&CR reports?
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. How to distinguish the difference between sociabvinmental and
economical measures?

. How to evaluate the validity, reliability and comghility of a measure?
Before moving on to describing the analysis fram@wdor validity, reliability
and comparability, the question of telling apag theasures for social dimension of

CR is addressed.

4.4.1 Analysing measures of social dimension of corporagsponsibility

The CR reports consist of several issues, not GfRymeasures or outcomes of CR
measures For instance, descriptions of a company’s CR esmland CR cases are
usual (Hackstone & Milne 2004). Thus the text, égldnd figures need to be analysed
using the framework for measures in order to find places where measures have
been used. It should also be noticed that the messis such might not be presented
unless the reporter wants to gain reliability byngicso.

In content analysismanifestand latent content may be distinguisheManifest
content are separate elements in the text pregesimething countable, wherdas
tent content is an unseen notion that can be revealeohb or more indicators. In
practice, the concepts are ends of a same contimwbere highly manifest content is
described more in content analysis research liteza{Neuendorff 2002, 23)

In this study, measures, and issues on social dilmes discussed further, are per-
ceived as manifest content since they are sepafabte the text masses as them-
selves or, the ones closer to the latent end otdméinuum, as answers to decision
rules used. Text, figures and tables are codedsimguhe decision rules for measures
(appendix 6). Indeed, each sentence, figure androoland row of a table is read for
finding the CR measures.

As a rule of thumb it can be stated that, if asece in a CR report presents decla-
rations rather than exact outcomes of measureseasunes themselves, the sentence
does not tell the stakeholders what is the perfaceaf the company in that specific
area (Hackstone & Milne 1996, 88). Thus sentencesemting only declarations are
not considered as measures (see for the decidemiruappendix 6).

The total amount of measures is determined by Wieeadi appearance of measures
or results of measures. Thus, a performance levetable is counted as one measure,
but not the whole table. (For an example of codmeasures, please see the appendix
7))

After finding the measures of CR, theeasures of social dimensiare identified
from the measures of economical and environmematmasion. With the help of de-
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cision rules, the measures of social dimension Rfate highlighted (appendix 8).
Thus measures concerning research questions ard.fou

The evaluation of validity, reliability and comphii&ty of one measure is possible
to grade by using three-step ‘traffic lights’, ianalysis framework. By awarding the
measure with a value in validity, reliability andneparability, the measure is then
evaluated. A similar approach is used when asgpdsesustainable development on
project level; each evaluated point gets a valuevden 1, which stands for poor per-
formance, to 5, which again stands for strong parémce in the specific area of CR
(Keeble et al. 2003, 156). In this study 3-steplymis framework is considered de-
tailed enough for answering the research questions.

In order to help the assessment, reliability, \glidnd comparability are divided
into smaller areas. By analysing the areas undsgr edterion, it is possible to form a
systematic picture of the state of the measure.VvBhges concerning reliability and
comparability areeliable / comparable, partially reliable / compdiia or non-reli-
able / -comparableFor validity, the values at@gh validity, low validityor indiffer-
ent validity This division is further explained below, whersalissing the nature of
the chosen criteria.

4.4.2 Analysing validity of measures of social dimensiohcorporate
responsibility

Validity is a quality attached to measures that are impottaethe society. When con-
sidering valid CR measures, the stakeholders agekiay role in determining impor-
tance. Validity is identified by taking into accaun
. what is the importance of a measure to the stalleh®l(cf. Chatterji &
Levine 2006, 32-5),

. what is the context of the measure (cf. Chatterjie&%ine 2006, 32-5) and

. what are the limits of the measured entity (congpless) (cf. Zadek et al.
1999c, 41-44)

In order to analyse the importance of the measuig,necessary to consider it in
the light of the core stakeholders (discussedearariithe study). In the analysis, each
measure is to be evaluated according to the spetdkeholder - whether the measure
is important or indifferent to the stakeholder grvo&irst this is done by considering
the expected goalef different stakeholder groups. The goals deteentire relevance
of the measure to the stakeholder group. Stakersobtted their expectations as well
as the limitations to the theory are describedieyaint this study. Using references in
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relation to the importance of a measure reducepassibility of error of the coder.
Of course, it has to be borne in mind, that stalddrdheory has its limitations.

The second aspect in determining the importanoealidity is thecontextwhere
the measure is used. The measure may be expectbd televant to a specific
stakeholder, but when considering the contextettames indifferent. For instance,
measuring the number of ethnic minorities might lbetrelevant for all stakeholders
(Chatterji & Levine 2006, 33—-34). The concept ohtext may also be understood as
the possibility to answer stakeholders’ expectatioagarding the measure. If the
stakeholder group is generally interested in satigfn of employees, the number of
employees answering a survey measuring satisfatiandisappointment. However,
if the measure can deliver the measure and a nedeltant to the stakeholder group,
its context is considered high.

Another part to validity is the limits set to thesasured entity, i.e. th@omplete-
nessof the issue (discussed in chapter 3.4.1). Thaufeaof boarders takes into ac-
count whether it would be important for the stakdap group to include also other
legal entities to be measured, e.g. the supplerahether there should be also other
close by issues incorporated in the measure, i groaucts instead of just one prod-
uct line. All the decision rules for validity areported in the appendix 9.

4.4.3 Analysing reliability of measures of social dimeisi of corporate

responsibility

Reliability indicates how the measure is obtained; is it pbs$0 gain the same result
by using the measure again. Reliability can be casse answering the following

guestions.

. Is the measure based on a standard, principledelgue, initiative or report-
ing guideline®*

. Is the process of forming the measure transpa@ntChatterji & Levine
2006, 32-5)?

. Is the measure hard to obtafi?

. Is the technique of a measure described (cf. GIRealorting Initiative 2006,
15)?

. Is the measure externally verified (cf. Zadek efl8PB9c, 41-44)?

1 See the table 6 of Initiatives, standards and ajinies related to corporate responsibility (Niskala
Vanhala & Lovio 2004, 11) discussed in chapter 3.

12 Evaluation of the difficulty of gaining a measiikeeble et al. 2003, 150) and the influence of galu
judgements of a measurer.
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When using existing guidelines, standards or falh@ACR initiatives, the reliabil-
ity of gaining the needed information is usuallgalissed in the used guideline. This
is the case e.g. for Global Reporting Initiativdhenre reliability is considered in the
process of gaining information. It goes withoutiegythat the standards, guidelines
and initiatives do not automatically have a stroglgability. Nevertheless, leaning on
the existing evaluation of the reliability of priptes, initiative, guidelines and stan-
dards, makes it possible to diminish the possybdfterror of the coder.

Additionally, reliability can be assessed when lagkat the process of gaining a
specific measure. The difficulty of gaining a measis assessed by evaluating the
process: Have thealuesof the measurer affected the process of measut@nismen
though assessment of the process of gaining a meessnot possible only from a re-
port, unless the reporter wishes to enlighten tleegss in the report, the effect of
values is still considered. The theory of formingnaasure is used as a theoretical
‘backrest’.

By presenting théechniqueof a measure, the reliability of a measure is @igthe
data measurement techniques should be adequatalgiluesl External verificationis
one criteria of reliability discussed in chapterlf3the report or its clearly distin-
guished parts have been externally verified, thasuee is consideraeéliable. If only
parts of the measurement process are externalifyedgithe measure igartially reli-
able The decision rules for reliability are presenitethe appendix 9.

4.4.4  Analysing comparability of measures of social dinson of corporate
responsibility

Comparability expresses the possibility to compare company’'sopadnce to the
performance of others (cf. Chatterji & Levine 208@;-5; Zadek et al. 1999c, 41-44;
Ranganathan 1999, 476; Bennet and James 1999, ;6Gldzal reporting initiative
2006).

It should be able to determine, if the measur@mmarable to the ones used in the
other companies that aim to evaluate the same.i€amparability is also relevant to
a company’s own performance over time. Additionallg changing of a measure is
assessed since it affects its comparability. Tlaspects of comparability are assessed
with decision rules described as decision tre¢sarappendix 8.

Comparability withholds also other aspects whereait be assessed, e.g. the sta-
tistics and other measures (detailed discussiochapter 3.4.4). However, they are
left out of the scope of the study: from the samplase, CR reports from companies
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mentioned before, evaluating these aspects woulshtzkif not impossible since they
do not contain data on the aspects.

The results from comparability tests eventuallyesththe measure is comparable,
partially comparable or if there is no possibiliblycompare the measure at all (for test
3.3). When the measure is used in the same commamny another company it is
comparablelf the measure is convertible in some parts, erdilanges made to it are
clear, it is considerepartially comparable Measures not convertible, in the way that
they are matching for comparison, amn-comparable

4.4.5 Appropriate measures of social dimension of corptaaesponsibility

The overall analysis framework concerning reliajilvalidity and comparability of
measures analysed is presented in the table 8leUbks of validity, reliability and
comparability changing from non-existent to rel@abhd comparable, and from indif-
ferent to high in validity, need to be explicitlgstribed. It is important that there is
as little interpretation as possible on which stémgevalidity, reliability and compara-
bility of single measure are, and thus since tleeiacy improves the reliability of the
study. In order to increase the reliability of tteidy, there are rules developed for
awarding the correct value for a single measuthenmentioned areas. The rules are
presented in appendix 8.
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Table 8: An outline of the analysis framework fatigity, reliability and

comparability.

Measure X
1. Validity
1.1 Importance High validity Low validity Indifferent validity
1.1.1 The expected
goals/relevance
Employees
Communities
Suppliers
Customers
Investors
1.1.2 Relevant to the context
Employees
Communities
Suppliers
Customers
Investors
1.1.3 Limitation of a measured
entity
Employees
Communities
Suppliers
Customers
Investors
2. Reliability Reliable Partially reliable Non-existent
2.1 A measure based on a
reliable
standard/guideline/initiative
2.2 A transparent process of
gaining a measure
2.3 The difficulty of forming a
measure
2.4 Technique of a measure
2.5 External assurance
3. Comparability Partially
Comparable comparable Non-existent

3.1 The measure compared tg
other companies' measures of
the same issue

3.2 The measure compared to
the same measure within the
company over time

3.3 The changes in measuring
process are explained




70

As it is discussed in previous chapter, coexistalitlity, reliability and compara-
bility are prerequisite for the occurrence of aprapriate measure. In order to find
the most appropriate measures, it is necessargstsa the overall validity, reliability
and comparability, which form the synthesis of d&yi, reliability and comparability
described below.

From the resultsthe most appropriate measures are ranked by asggssierall
validity, reliability and comparabilityThis is done byanking each sectoi.e. valid-
ity, reliability, comparabilitywith a value of 1 for each test scoring the pest high
validity, reliable or comparabldhus maximum value being the number of tests in
each sectorgxcept for validity, where test regarding stakebddd interests is not
used for the overall evaluation and the awardedevaiay be less than one depending
on the number of high validity from each test. Téx for interests is left out, since its
results are determined by the interest towardshbmeassessed to the measure, not
other aspects determining validity. Including théerest towards the theme may dis-
tort the overall validity if not eliminated, becausne out of three of the overall va-
lidity would be determined by the theme.

The value awarded for overall validity may be ldssn one if the test results for
all stakeholders is not the same but there is whadhe(s) for validity. For instance, if
the measure has relevance to two stakeholder groupsnly one out of two consid-
ers the context highly valid, the value is tHE&. If there would be two stakeholder
groups out of three assessing validity as highy#iee would be&/3 etc. The logic is
further elaborated in appendix 9.

By using the ranking, the most appropriate measareshen possible to identify
from all analysed measures. By recognising the@pate measures, it is possible to
answer the research questions. The success in @mgwee research questions and
sub questions depends on the analysis framewoltkstelore the frameworks are
tested in order to find out if they are usable.

4.5  Test of the analysis frameworks

In order to ensure the reliability of the studye tanalysis frameworks need to be
tested. The test results as well as the possibtfitations to the frameworks are re-
ported and explained.

The test is conducted by using the analysis framiesvon a CR report from a
large European retailer, Ikea, published in 200& particular report is chosen since
the aim was to test the frameworks from a simitathe same industry as the study is
concerned with. Since the large European foodleesaproviding a CR report are the
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only ones chosen for the study, a company invoinednother form of retailing is
selected. Another possibility would have been toose the CR report from Wal-Mart
from outside of Europe. However Wal-Mart is not sho, since being a company
from North America, the probability is high for Wilart having a different approach
to determining the key concerns of stakeholders.itAsas been discussed earlier,
Europe and North America differ from one anothereggons when it comes to the
tradition of CR measures and reporting social issue

Another criteria for choosing Ikea is that its rdpg written in English and the
company affects are presumably greater due taitglsize. In the case of Finnish
food retailers, the reports are not written in Esiglthey source fewer products; Fin-
nish companies’ purchasing volumes are not as ne&ss the ones from the large
European retailers and thus Finnish food retagdose may not affect the sourcing
policies in countries they acquire goods from.

The testing of analysis frameworks is done thorbugince any misunderstand-
ings in the frameworks would cause serious probléanshe study. The results are
reported in separate memorandums and remarks oandlgsis frameworks were
made.

Additionally the analysis frameworks were adjusidtn analysing the first report
for the study, Tesco’s Corporate Responsibility iBev2007 (Tesco 2007). Ikea’s
report proved to be insufficient in the amount aéasures and, more obviously, in
issues of social dimension in food retailing. Therse of the original motivation for
the adjustment to the frameworks is identified wheporting the changes to the
frameworks.

After the test phase of analysing Ikea’s repomtréhwere some issues needing to
be further elaborated. Additionally some changeseweade to the order of analysis
and to the analysis frameworks.

In the initial plan, the first step was to find tbetcomes of measures from the re-
port. This was done by analysing each sentencexefignd table presented in the re-
port. In reality, sincéhe outcomes of measur@® presented in a large body of text, it
tended to be more convenient to first identify tb&ues ofsocial dimensiorof CR,
which is the main topic. Thus it is reasonablet ficsfind the issues of social dimen-
sion and classify them by the themes presentedariable 4, in chapter 2 (assigned
by the author of the thesis).

Also another weakness was found in distinguishirggrheasures when analysing
Ilkea’s report. The test report has not that manst@iightforward measures indicating
the level of performance. Rather the report testetudes the themes of social re-
sponsibility, which are then demonstrated by preésgrsome measures but with sev-
eral commitmentsThe commitment refers to tlexistenceof an initiative, standard,
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relevant management system, code of conduct, sutestg, audit and accreditation,
but not necessarily to its compliance. Since thmrodgment is reported in a CR re-
port, the company must find it essential to preseatcommitment. Additionally if a

company devotes itself to fulfilling a commitmeittjs possible to monitor its pro-

gression or compliance. Therefore if the compliaoiceommitments were left out of
the analysis, the general view of the company’sas@imension reported would not
be as authentic as it would be with the commitmetsvever, analysing commit-

ments in great detail is not possible in the saoipthis study, which is interested in
measures indicating the level of performanideus information indicating the level of
compliance of a commitment is regarded as measures.

The framework fossocial dimensiomproved to be useful after the test phase. After
analysing Tesco’s report, a small number of chamgae made in order to strengthen
the interpretation of codes and one category waleddThe code callecklations
with corporate community (RC®as changed inteelations with financial commu-
nity (RFC), since it deals with actors involved with financitite company. Some
specifications were made to the decision rulesabse some themes emerging from
the Tesco’s report (2007) were not explicitly s#late any of the themes. It is ex-
pected that the themes added will emerge alsonmesather reports. Firstly, geneti-
cally manipulated food and organic food was addedeu the theme dibod health
and nutrition (FHN) Secondly, information on sales levels and conssintaiying
behaviour was addeahder food security (FSE) astly, information on competitors
was added undéndustrial relations (RIN)

The codeSLS, sourcing from local supplievgas added to the framework. For the
analysis it was considered useful to be able totifjethe regional sourcing, since the
code SCM covers also foreign suppliers. When cemnsid the interests of
stakeholders, suppliers and community are thoumglaive high interest in sourcing
from local suppliers, since it affects supplierghe neighbourhood and provides the
region with jobs (Niskala & Tarna 2003, 54).

After careful pondering, the theme corporate goaece and managing corporate
responsibility was not added to the themes of $altlmension. Managing corporate
responsibility is naturally important and affectscathe social dimension of CR.
However, it is not clearly only about the measwgsocial dimension, hence man-
aging CR usually tries to combine all the aspetR (see e.g. Elkington 1999).

While analysing the reports, the need for usenaftiple codes for one measure
emerged. Thus, for some issues it is possible@oak a dual code so that the code is
as specific as possible. A descriptive examplehés dase of a customer campaign
concerning healthy eating, which is assigned witode CRE-FHN. The analysis is
again similar to single code measures and diffafg im the phase of combining the
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multiple preferences of stakeholders for test 1.lhpractice, the stakeholder group’s
interest may be upgraded by the other code’s vaifigkere is indifferent or low
value for the other code, creating a new uniquehination™®

The appendix 8 presents the updated decision fatesocial dimension and ap-
pendix 6 for the interests of stakeholders conogriine established themes of social
dimension.

All in all, the analysis order concerning tellingaat the social dimension of CR
and the measures and the outcomes of measureskgrged vice versa. Social di-
mension is identified and the issues are groupettmuthemes decided earlier in the
study. Additionally, compliance of commitments wadded as an analysis target.
Analysis frameworks concerning validity, reliabiliand comparability were speci-
fied. The confirmed steps in the study are thefwihg:

. To distinguish the social measures and commitmeutsof environmental

and economical ones.

. To distinguish the measures and the commitmenis @ther texts in the CR

reports.

. To evaluate the validity, reliability and compatépiof a measure.

In the following, the last phase is discussed. Wassessing the analysis frame-
work for validity, some weaknesses were found. The importance ofasure to a
stakeholder group is somewhat straightforward edyeme with the help of the table 14
in appendix 5, where a theme marked witmeans high importance and a theme
marked with(X) intermediate importance to the respective stakinairoup. Themes
with no X/(X) are seen as indifferent to the respective stakeharoups. Neverthe-
less, it was noticed that the importance of a theoes not weigh up to the impor-
tance of themeansthe theme has been presented. E.g. the prodwty sefknown to
be in the interest of consumers but the measurepted might not deliver the infor-
mation in a valid way. The dimensionaintextenlightens the issue in more depth.

When assessingalidity in analysis framework’s section 1.2, another disi@m of
limits to the measurement, i.@ompletenesshould be added. In the test report there
are presentations of examples and cases concetiffagent issues of social dimen-
sion of CR. In relation to validity it is centrad discuss, whether the example or a
case presents the practice or situation in whot@tompany or not. Thus examples
and cases were added to the decision rule. Additigrthe decision rules were modi-
fied; the wordrelevant(in the preliminary versions of the decision thegas changed
into sufficient The aim of the change is to emphasise the waghich a valid meas-
ure’s boarders are relevant; the boarders shouklfiieient. Sufficient limitation of

13 The basic system of assigning values for tespisldescribed in appendix 5
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the measured entity, either narrower or broademgka or presentation, enables
stakeholders to evaluate company’s performance stiffeeiency of limits of a meas-
ure is evaluated using the theories by scholarsepted in chapter 3.

While analysing Tesco’s report (2007) it becamelent that measures as such
were many, but theicomplicatedness varieSome measures are combinations of
measures e.g. indicating the relationships (seekegble et al. 2003, 150) and indi-
cating the targeted level of performance, wheremsesmeasures are simply stating
the level of performance, e.g. sales. Thus anatimeension of validity was added in
relation to relevance addressing the benchmarking measure. The general rele-
vance was added as 1.1.1, and it is evaluated mergk not in relation to any
stakeholder groups. Additionally a decision rulesweeated for the values of tests 1.2
and 1.3.The stakeholder groups awarded the value indiffereri.1.2 are not to be
considered when evaluating 1.2 and IT8e explanation lies in simple logic: if the
theme of the measure is indifferent to a stakeladgeup, its boarders (1.2) or the
context (1.3) are not thought to have any mearonghfe respective stakeholders.

After testing the frameworks concerned with reli#pi there was an addition to
the tests (decision trees). The framework 2.6 wiaea after the external assurance of
a measure (2.5). When going through the reports fiieea and Tesco (2007) it was
noticed, that hardly any data on external assuraceported. Thus if the external
assurance is missing and the decision tree givedua of weak reliabilitythe origi-
nal source of the informationeeds to be evaluated in order to see if theamysevi-
dence to support the outcome of the measure.

Comparabilitywas not tested since during the test phase thsuresawould have
needed a relevant benchmark. After all, the compleat time-consuming compara-
bility dimensions described have been left outh& preliminary, tested framework.
Consequently, there is insignificant fear thattists in the framework are impossible
or very hard to conduct. All in all, the questianscomparability tests are seen quite
straightforward. Thus the probability of not beigle to evaluate the measure in the
light of others is small. In addition to comparépitests,the formation of overall va-
lidity, reliability and comparabilityare not tested, since there are not enough data
from the tests to evaluate the overall image pilgper

The new outline of the analysis frameworks is pnesetin the table 8 with the ref-
erences to the respective theory or emerged issue®ll as the relevant chapter from
the thesis. The possible values awarded from #is t&e also repeated.
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Table 9: A modified outline of the analysis framelwéor validity, reliability and
comparability with theoretical background and enadrgriteria

Measure X

Theoretical background /
emerged issues

In chapter

Values from tests

1. VALIDITY

High / Low / Indifferent validity

1.1 Importance

1.1.1 The relevance in general

/ Complicatedness

Emerged

1.1.2 The relevance to stakeholders

Stakeholders’ interests

1.3-1.5

Employees

Communities|

Suppliers

Customers|

Investors

1.2 Limitation of a measured entity

Completenessnlaries of the
measure entity are clear

141

Employees

Communities

Suppliers

Customers

Investors

1.3 Relevant to the context

Context

141

Employees

Communities

Suppliers

Customers

Investors

2. RELIABILITY

Reliable/ Partially reliable / Non-
existent reliability

2.1 A measure based on a reliable
standard/guideline/initiative

Based on external standard,
guideline, initiative, principle /
Awards

121/
Emerged

2.2 A transparent process of gaining
measure

a
Repeatability and credibility

14.2

2.3 The difficulty of forming a
measure

Value judgements

1.3

2.4 Technique of a measure

Accuracy

1.4.2

2.5 External assurance

External verification

1.4.2

2.6 The original source of the
information

[ The original source of the
information

Emerged

3. COMPARABILITY

Comparable / Partially comparable
Non-existent comparability / No dat

o

3.1 The measure compared to other
companies' measures on the same
issue

In other companies

143

3.2 The measure compared to the
same measure within the company
over time

Over time within the company

143

3.3 The changes in measuring proce

2SS

are explained

Changes to a measure

143




76

As a result, the additions are 1.1.1, the relevanageneral and 2.6, the original
source of the information, both bolded in the talilee process of analysing the data
can be illustrated as a figure (figure 9).

1. Identifying social dimension of ¢
corporate responsibility (coding) 6. Reliability tests:
¢ 2.1:2.2;2.3;2.4;2.5;2.6

2. Grouping the issues under themes

7. Comparability tests:
3.1;3.2;33

v I

3. Identifying measures (coding)

8. Transferring and listing the codes and
test results into Excel and reporting the
¢ results.

4. Analysing the data measure by ‘17
measure (decision rules)

9. Grouping the measures for further
¢ analysis.

5. Validity tests:
11.1;11.2;1.2;1.3

v

The stakeholder groups
awarded the value
indifferent in 1.1.2 are nof
to be considered when
evaluating 1.2 and 1.3.

Figure 10: The process of analysing the data irsthay

Every step of the analysis is reported and thest®ts taken are reasoned in notes
next to the values awarded, if there is any pomddoetween awarding a value from a
test. The stakeholder theory is used when analybmgalidity. The theory on meas-
uring social dimension is put into use when assgds$ie reliability and comparability
of a measure.

For the analysis of most appropriate measuresdale is classified further. The
measuresre clusteredin order to answer the research questions. By erlugf it is
aimed to bunch together the concepts, which shée @bserved qualities or which
are possible to group in to same cluster thus iogain entity with clear boundaries
to other clusters. In the process, some differencédse data may be lost, and thus the
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process should be made visible. The process maleberibed as a tree-like figure;
where on the other end is the vast data beforeerlog (i.e. the roots of the tree) and
on the other end the limited amount of clustersrging from data (i.e. the top of the
tree). (Krippendorff 1908, 115-116) The clusterafgneasures in this study is done
by using clusters emerging from the data and ninsters of measures were identi-
fied. The final clusters are presented in appetdix

4.6 Evaluation of the research

General criteria of trustworthiness in qualitatresearch may be presented in many
ways (cf. McKinnon 1998, 37; Neuendorff 2002 10-Licoln & Guba 1985 294—
301; Méakela 1990; 47-48). The conventional apprazsihg reliability and validity
as a basis for analysing the trustworthiness afantitative study is criticised in con-
temporary methodology discussions (Lincoln & GuB&3). The criteria presented in
the following paragraphs for trustworthiness arerapriate for this study, because
the content analysis as a method is traditionalBlueated by using the concepts de-
rived from the more traditional discussion. Othetecia for evaluating the trustwor-
thiness in qualitative research are also considesiete this study combines both
guantitative and qualitative approaches.

Content analysis relies on the scientific methodl #here are seven concepts to be
considered when evaluating the study; nameliability, replicability, validity, ob-
jectivity-inter-subjectivity, an a priori designypothesis testinggnd generalisability
(Neuendorff 2002, 10-13). In general, the trusthiogss of a study may be evaluated
in the light of validity and reliabilityValidity stands for the achievement of a re-
searcher to study the aimed phenomételiability again addresses the fact whether
the researcher may have confidence in the obtaiesdlts. In qualitative research,
gaining validity and reliability in a qualitativeusly is threatened by the aspects dis-
tinctive to the qualitative approach; namelyserver-caused effects, observer bias,
data access limitationsand complexities and limitations of the human mind.
(McKinnon 1988, 34-37) The above-mentioned concep¢saddressed in the fol-
lowing paragraphs and handled together when thegera the same concepts and
threats to the validity and reliability of this diu

In content analysigeliability means gaining the same results when repeating the
measurement process. It is testedrivgr-coder reliability which refers to the degree
of two or more coders sharing a same view on tlieddext. In content analysis, re-
liability is described as most important criteriortrustworthiness. (Neuendorff 2002,
141) There are also named criteria for reliabilitycontent analysisstability, repro-
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ducibility, andaccuracy Stability describes an unchanging process in content analy-
sis. In practice, this is tested by the same coej@eating the coding of the identical
data after some time from the first round. Stapilst also calledntra-observer reli-
ability, and it is the weakest form out of three formseadifability. Reproducibilityre-
fers to a process that may be recreated differeatty by changing the location, using
different coders or altering conditions. Using npld, independent coders for a same
set of data may be used as a test for the crit€ha.approach is also calléater-
coder reliability. Accuracyis the strongest reliability test available for tamt analy-
sis. Accuracy is tested by comparing coder’s perfoarce to a norm determined in
advance and evaluating the deviation. Out of theethests, at leaséproducibility
should be able to be conducted for reliability.igigendorff 1980, 130-131}

Also the concepteplicability is used to describe tmeproducibility. As by repro-
ducibility, also by replicability in content analggt is meant, that the study may be
repeated with another set of cases or in a diffezentext, but the results would be
still similar to the original study. This requiradequate reporting of research methods
and decision rules throughout the study. In addjtsimilar cases are required: for
some content analysis the data is available for gmen period of time, e.g. political
speeches. (Neuendorff 2002, 12)

In this study, there isnly one codefor the data, the researcher. The decision rules
are planned to be descriptive and clear enouglariother independent coder to be
able to code and analyse the same or similar datsibg the same decision rules and
tests. The steps of the analysis are describedllysas possible for replication of
further studies using the same data or the samgsa&ameworks, and an example
is provided on an analysed page from a reportgffioexample, see the appendix 7). In
addition, the data analysed is available to otlasrsvell, and further CR reports are
most likely to be published also after this studgnce, there should be material to
replicate the study with using the same framewdskisce there is only one coder, the
decision rules need to be accurate enough for nlaéysis to be reliable. Accurate
coding categories with clear decision rules calsss inconsistency when possibly
used by another coder (Milne & Adler 1999, 239)eTdecision tests and rules for
validity, reliability and comparability tests arestribed in appendix 8.

There are statistical tests of significance usedrdbability when there is &y-
pothesis to be testellvhen there is a research question, use of statisésts is not
straightforward. Depending on the research quesfiequencies of occurrence are
usually enough to describe the data analysed. {Ewg 2002, 168) This view is
adopted in this study and no statistical testscarglucted. The aim of the study is to

14 Also referred and discussed in Milne & Adler 19999.
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describethe appropriate measures of social dimension idingaEuropean food re-
tailers CR reports, not to test strict precondigidimypothesis.

Validity in content analysis ensures that the study is Usefiiit measures what it
was designed for. (Neuendorff 2002, 12, 112) Theee several types of validity,
namely face validity, content validity, construclidity and external validity, i.e.
generalisability. Byface validitythe topicality of a study is assessed: does teyst
tackle a relevant phenomena? In the lightaftent validitythe scope of the study is
evaluated: Do results reflect the relevant aspafdise studied phenomeng&dnstruct
validity again is built by using the same or similar clasatfon frameworks for find-
ing the explanation to similar research questionseveral studies. In practice the use
of same frameworks in other studies is rare, whedults in low construct validity.
(Neuendorff 2002, 115-11&eneralisability, external validityrefers to the degree of
which the conclusions of the research may be gbsedato be accurate for a larger
population, where the study’s data has been sam{ediendorff 2002, 12)

This study is thought to be topical in a sense pinaving the level of claimed CR
actions becomes more and more central for busisetiserefore the purpose of this
study is considered to hace valid When consideringontent validity the results are
thought to reflect the publicly documented situatad measures of social dimension
of CR in the industry, i.e. food retailing in EuspAll large European food retailers
are publishing a CR report and their latest repamscovered. Even though thealy-
sis frameworks and decision rules for this studgceoning measures, validity, reli-
ability and comparability testare mainly derived from the theory, they are nadus
as suchin previous studies, and thus tbenstruct validityis not as high as it could
be. However, the framework for social dimensiomisstly based on categorisation
used before (cf. Hackstone & Milne 1996, 45-46; idg¢nand James 1999, 45-46;
Storebrand 2003, 4-5). Thus, it can be stated,tligasocial dimension framework
has construct validitylt is suggested, that the overall trustworthinesa precondi-
tion for generalisability (Lukka & Kasanen 1993,03,7thusgeneralisabilityis dis-
cussed in the end of this chapter.

Observer-caused effeatscur when the researcher’s presence affects theopi-
ena studied, e.g. by making the participants oftwys change their opinion.
(McKinnon 1988, 37) As discussed in chapter 1.2yteot analysis is a low profile
method allowing the phenomenon to be studied withoyone noticing it. Therefore,
the observer-caused effects are minimal in thisaneh.

Observer biasagain is in effect when the researcher her/himedfédfcts the regis-
tering, interpreting or the recoding of the stu@ultural background, training and ex-
perience of the researcher explain the effectsethly the observer. In all, since
these effects may not be eliminated, as a reseit llave to be managed. (McKinnon
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1988, 37-38) One of the main purposes in scient#gearch is to avoid preconcep-
tion of the researcher in studying the occurremzta strive to objectivity. However,
it is agreed that rarely the researcher’s abilityinterpret the surroundings or mes-
sages is objective, since humans are bound to sidijective perspectives. In re-
search, the efforts to strive towards objectivitg aombined with the acknowledg-
ment of subjectivity. The condition may be desdlilasobjectivityinter-subjectivity
where true objectivity is an ideal and subjectivgyaccepted. (Neuendorff 2002, 11)
Since collecting data and the analysis cannot parated and analysis takes place
constantly, notes should be taken all the time @comd the findings (Miles &
Huberman 1984, 22). This action was carried outrder to increase the misinterpre-
tation of a researcher and to manage the obseia®r b

The discussion of the researcher’s affect and stibjiy may be further clarified
by the discussion on training. As content analysia widely used method also in
non-academic studies, it creates a false myth pbras being capable of conducting
coding in content analysis. Even though in theb ¢oding design has to be objec-
tive and unfailing, the trustworthiness of the noethequires decent traininfpr reli-
able coding. The training depends on the studyitinthy include e.g. interpreting
natural speech, when speech is analysed, or irttiothuto graphic design, when ad-
vertisements are the coding target. All in all, fizZansing oneself with the coding
system and the method in advance is necessaryefMetff 2002, 8-9)

An a priori designis one of the requirements for effectively succegdn objec-
tivity-inter-subjectivity of the study. According tsome views, all decisions on deci-
sion rules for coding should be decided beforeathedysis. (Neuendorff 2002, 11-12)
In this study, most of the decision rules are catell before as it is described in the
figure 10, but some of the decision rules are a@efiby the data used (Seutamaa-
Hakkarainen 2002c). These parts are fully explaingtie development of the analy-
sis frameworks and the changes are reported agdest phase.

As response to the evaluationaifserver biasandobjectivityinter-subjectivityin
this study, it may be stated that the researchewk@R reports as a media due to
prior studies. In addition, content analysis, wdlcision rules and coding text, has
been equally used in an earlier seminar work reéledehe studies. Consequently, the
researcher has had somnaining for the method and the medFor this study, train-
ing took place also during the test phase anditserbund of analysis because of the
time limitations. Through careful controls, compgans and the test phase the deci-
sion rules were welded to the satisfactory leveerkafter training and the test phase,
the researcher noticed tHatirning took placealuring the analysigind more training
could have possibly increased the trustworthinelsghe study. Finally, the re-
searcher’'s knowledge of the language used, i.eligbnghould be addressed. The
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language of all reports is English, which is nat thother tongue of the researcher.
Nevertheless, the experience and skills of theareber are sufficient due to almost
two decades of English language studies as welleaactive use of the language out-
side the academy, e.g. work, international meetargs an exchange year in Austra-
lia.

Data access limitationsoncern the possibility of a researcher to obtagnrteeded
data for a logical study answering the researchstgqpres. The limitations may be
avoided by spending enough time observing the phena. This reduces the risk of
misinterpretation, in case of embellished or magdiinstances during the observa-
tion. (McKinnon 1988, 38) In this study the datdhe analysed CR reports due to the
research questions and there was no limitatiorestess the reports. However, if the
research questions had been formulated differetitgre could have been a need for
data less accessible to the researcher.

Complexities and limitations of the human mrethte to the focus of a research.
The human beings encountered during the researghdeidoerately or unintention-
ally deceive the researcher. Hence avoiding thasan, it is important to pay atten-
tion to the possibility and design occasions ftn@ough dialogue. (McKinnon 1988,
38-39) For this study there is not a possibilityaafintended research specific fraud.
Nonetheless, it has to be borne in mind that CRrtspare corporate communication
with possible hidden agendas and thus they mighkinform the reader on purpose or
accidentally.

By using several methods it is possible to redeethreats to validity and reli-
ability of the study. In practice it means usingtieels together to minimise the error
caused by a research and to compare results. (A®894, 148—-149) The use of sev-
eral methods could have increased the trustwortBinéthe study, but was not possi-
ble due to time limitations.

Finally, after evaluating the aspects of trustwoilss, it can be stated that the use
of content analysis minimises some threats to tpisle research, but brings along
new challenges. Especially the process of codiaggndjuishable to content analysis is
dominating when assessing the reliability of thedgt and the lack of multiple coders
diminishes the reliability of the study. Howevell, @ossible actions are taken to di-
minish the unreliability by increasing the reprothigy (replicability). These activi-
ties are thought to be sufficient for the purposthis study. In addition, some central
aspects of content analysis are addressed in autjormanner, e.g. a priori design
and training, and thus the study is consideredlvtdi

After an overall assessment of criteria of trustimkess and threats affecting it,
the aspect ofieneralisabilityneeds to be evaluated. In research using statigtists,
the sample is not representing the overall popratihe results of analysis may not
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be generalised to the whole population (Neuend2f€2, 158-159). Since the study
IS not using statistical tests, generalisabilitpssessed by other means more suitable
for qualitative research.

Theknowledge of the researchen the phenomenon studied affects generalisabil-
ity of a study. In addition, the use pfevious studies and resulénd interpreting
them is central. Theesults from the studgs well agesearcher’s ability to interpret
the results in a credible waynpact the possibility to generalise the resulisaly,
the surroundings of the studied phenomenery. institutions and markets, influence
the generalisability. (Lukka & Kasanen 1993, 3#i}His study researches knowledge
is no doubt limited as well as the interpretatidmpevious studies. However, the re-
searcher is considered to be an undergraduateterpbe field of this study. When it
comes to the discussion of the surroundings ofthay, it is believed that the results
provide solutions to challenges related to theartequestions, which relate to the
need of development of measures of social dimerdicorporate responsibility.
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5 SOCIAL DIMENSION OF CORPORATE
RESPONSIBILITY IN EUROPEAN RETAILERS’
CORPORATE RESOINSIBILITY REPORTS

Measures of the social dimension of corporate nesipdity are evaluated by assess-
ing the themes used in measures. Additionally,rdselts from validity, reliability
and comparability tests are presented. As a colclughe most appropriate measures
are presented.

After analysis of the data, it came apparent thlatoad retailers have activities
outside of the food sector. For instance in Metrejsort (2004), the performance lev-
els are communicated mainly by store types, wharhesof them sell only non-food
products. To some extent it would have been pass$ibseparate the non-food-sector
from the reports, but it is seen as too time-consgnfior the scope of this study.
Thus, companies are understood as food retailatshééve also non-food activities,
but are mainly concerned with food.

5.1 Measures of social dimension of corporate responsiity in
corporate responsibility reports of largest Europea food
retailers

A measure in this study indicates the level ofdbporate responsibility performance
or identifiable stage of corporate responsibilitpgesses. In total eight corporate re-
sponsibility reports were coded and reported indbstieets. The amount of meas-
ures identified per report varies by company (feglut).
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Figure 11: Total number of measures in studiedntepo

The least amount of measures (54) is in Ahold’sr€port published in 2005 and
the highest amount of measures (523) is to be edunt Carrefour’s report from the
year 2005. The amount of measures is quite sirtaléine previous year for Tesco and
Carrefour, whereas for Ahold the difference is ¢hfeld from 2004 to 2005 as visible
from the figure 11.

Due to the variety in the total amount of measyr@sreport, mainly relative fre-
guencies are used in further chapters when disuy$ise appropriateness of validity,
reliability and comparability of the studied measirShares give a more comparable
overall description of the results.

For each coded measure analysed there is an agsigde depending on the issue
the measure handles. The codes are again groupethe@mes A majority of the
themes of social dimension determined in the aripdiesign are addressed in the re-
ports analysed, namebmployment issues (EMP), human rights and labowmdico
tions in the supply chain (HLS), product responib{(PRE), stakeholders and soci-
ety (SSApndvoluntary actions (VAC)The themes ofrade with tyrannical regimes
andnon-sustainable industrieme not to be found from the reports as themes.

The portion of themes is somewhat similar acrossréiports from the same com-
pany. However there are differences in the shartheies across the reports. For
Metro, a majority of the measures in both repores@ded under the theme arh-
ployment issue$30 %). In Ahold and Carrefour’s reports, approxieta the same
portion of measures considemployment issueand product responsibilityfrom 33
to 41 per cent (figure 12).
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EMP = Employment issues

HLS = Human rights and labour conditions in the Ahold: N= 54 (2005) N= 155 (2004)

supply chain Carrefour: N= 460 (2006) N= 523 (2005)
PRE = Product responsibility Metro: N=96 (2006) N=164 (2004)
SSA = Stakeholders and society Tesco: N=208 (2007) N=211 (2006)

VAC = Voluntary actions

Figure 12: The relative frequency of themes of alagimension in analysed reports

Human rights and labour conditions in the supplyiochare the most frequent
theme in Tesco’s reports, Carrefour’'s reports mgjdine second largest portion of
measures from the theme. For Ahold and Metro, ffeene is almost non-existent,
where as the themgroduct responsibilitys more frequent in Ahold’'s and Metro’s
reports compared to Carrefour’'s and Tesco’s ones.

Stakeholders and socieys a theme only exists in Carrefour's, Metro’'s and
Tesco’s reports. Metro’s reports have the smafiegiion of measures in the theme of
product responsibility compared to the oth&fsluntary actionsas a theme is present
in every report, but it is more frequent in Aholdisd Tesco’s reports.

Tesco’s reports have the most even-handed distiibof the themes and none of
the themes presented in the reports dominatestileaimount of measures. Metro, on
the contrary, has the most imbalanced divisiornefrtes.



86

5.2 Validity of measures of social dimension of corpota
responsibility

When evaluating how the measures of social dimensieet validity, an overall im-
age of the results is formed. The analysed dataistsnof eight CR reports from the
largest European food retailers publishing a CRorteand the results from validity
tests are presented as relative frequencies.

5.2.1 Relevance in general

The results from the test 1.1.1 explain the conapdidnes®f the measures used in
the reports: Measures gainitggh value in validity have a communicated goal or
benchmark in the report, thus the measuresréeyant in generalBy contrast, a
measure with no benchmark or goal is awarded lwithvalue, therefore thought that
the measure has a little of relevance in generaaddres that are not possible to
benchmark evokmdifferentvalue.

More than half of Metro’'s and Ahold’'s measures frtme latest reports(Ahold
2005, Metro 2006) gain high value from test 1.Xidqufe 13). In Carrefour'datest
report (2006) almost half of the measures attain highesalhen all the remaining
measures are valued low in validity. Tesdatest report on the other hand, does not
perform as well, since only a quarter of its measware evaluated as high, thus rele-
vant in general.
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H (%) latest = The share of high values in the latest report

H (%) previous = The share of high values in the previous report

L (%) latest = The share of low values in the latest report

L (%) previous = The share of low values in the previous report

I (%) latest = The share of indifferent values in the latest report

I (%) previous = The share of indifferent values in the previous report

Figure 13: Shares of high, low and indifferent esldior validity in test 1.1.1 for all
companies (relevance in general)

When looking at the shares of relevant measuréseiprevious report to the latest
reports (in figure 13 labelled gsevious i.e. previous to the latest published report),
there is a clear change in Ahold’s and Metro’'s repoThe amount of measures
gaining high value for test 1.1.1 diminishes dracadity when comparing the report
published thdatestand the report published before the latest (i.evipus report).
For Carrefour'sprevious report2005) the decrease in measures considered as rele-
vant in general is more moderate. Tesqa'avious report(2006) obtains approxi-
mately the same level as in the latest report fyear 2007. The increase of relevance
in general in newer sequel reports may be expldmethe fact that companies have
more benchmarks for later reports than for the nsgaublished before them. Conse-
qguently, they tend to use the benchmarks in omgain validity and meaningful rep-
resentations for the readers of the reports.

Interestingly, only Tesco has a few indifferentued from the test for its report
2007; for other companies’, i.e. Ahold, Carrefond &Metro, all measures are possible
to benchmark. In Tesco’s case, the measures netlyp@so benchmark concern very
detailed issues, e.g. one product, that it is clemed to be not possible to form
benchmarks for the measures.
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5.2.2 Relevance to the stakeholders

The following validity test 1.1.2 concerns thelevanceof the measure to the
stakeholders. Values for the test are estimatetubie table 16 (appendix 5), which
is based on theoretical framework. The results ftbmtest are thus indicatirige
theoretical interest of a stakeholder group towats measures presented in the
analysed CR reportd here are values awarded for each stakeholdepgeparately,
thus the relative frequencies of e.g. supplier@riests (either high, low or indifferent)
add up to 100 per cent for the company’s repotth@respective year.

When looking at the results indicating the highestrest towards the themes of
measures, particular stakeholders are emphadisedetro’s reports of 2006 and
2004, a majority of the measures used evoke enggbkiegh interes{2006 85 % and
2004 80 %), whereas almost the rest of the measueemdifferent for employees
(2006 17 % and 2004 19 %) thus only one measureegaar evoking some interest.
From the other stakeholder groups, customers aesétond most interested in
Metro’s reports’ measures: in both years slightigsl than a fifth of the measures are
highly interesting to consumers; the rest being timaadifferent (2006 75 % and
2004 76 %). For other groups, the measures in Keteports are either emphasised
by somewhat interestin¢for community 2006 67 % and 2004 62 %),mdifferent
for over 80 % of used measures in both reportsraliferent to suppliers and share-
holders. When assessing the overall situation akettolders’ interests towards
Metro’s reports, it is worth mentioning thatnployees value the used measures.most
This is explained by the themes of measures, S0gger cent of measures are from
the theme ofemployment issueasiteresting to employees. The difference between
employees’ and other stakeholder groups’ integestsible in figure 14, and it is the
most unbalanced situation compared to other comepanelative frequencies of all
companies.
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Ahold: N= 54 (2005) N= 155 (2004) EMP employees H (%) latest = The share of high values in the latest report
Carrefour: N= 460 (2006)  N= 523 (2005) CUs  customers H (%) previous = The share of high values in the previous report
Metro: N=96 (2006) N=164 (2004) com community L (%) latest = The share of low values in the latest report
Tesco: N=208 (2007) N=211 (2006) SUP suppliers o . _ ) .
SHA shareholders L (%) previous = The share of low values in the previous report

I (%) latest
I (%) previous

= The share of indifferent values in the latest report
= The share of indifferent values in the previous
report

Figure 14: Results from the validity test 1.1.2 &ircompanies (relevance to the stakeholder group)
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For Ahold, Carrefour and Tesctwo stakeholder groups araore interested in the
measuresised in the analysed reports than the rest of tddeelsolder groups. Firstly,
for Ahold, approximately half of the measures amghly interesting tocustomersn
both years (2006 52 % and 2004 45 %) and sliglglyef measures foemployees
(2006 41 % and 2004 39 %). However, for customessenmeasures are either highly
or somewhat interesting (approximately 72 % in beborts), whereas for employees
over half of the measures are indifferent (almds®® in both reports), indicating that
there are themes more interesting to customersftraemployees. In Ahold’s reports
communityis highly or somewhat interested in half of the swgas used, suppliers for a
litte more than one third, and shareholders fasléhan one third of all measures.
Shareholders are indifferent towards the largesiuarnof measures when compared to
other stakeholders of Ahold.

Secondly, for Tesco and Carrefour bothistomers consider more than half of the
measures highly interestiragcording to the decision rules (Tesco 2007 76 éZ006
62 %; Carrefour 2006 65 % and 2005 63 %). The sta#teholder group appreciating
the used measures highly énmployeesfor Carrefour's reports andommunityfor
Tesco’s - with similar portions of indifferent @ttdes towards the used measures. Ad-
ditionally, employees in Tesco’s and community iarn@four’s case are indifferent to-
wards the used measures almost equally (Tesco @)@% and 2006 64 %; Carrefour
2006 63 % and 2005 53 %).

Around half of the measures in Tesco’s reports iadbfferent to suppliersThe
measures appreciated by the suppliers - eithetyhaghto some extent - consist of one
fifth to one third of all measures. For Carrefdime situation is similar when looking at
the indifferent measures, while the highly apprecdameasures by suppliers are less
when comparing to Tesco, but nevertheless higlaer fibr Metro and Ahold.

Overall notion is that according to the theoriesduas the basis of the validity test
1.1.2,shareholdersare mainly not interesteth the measures used in the eight analysed
reports: for all companies 70 to 86 per cent ofduseasures are indifferent to share-
holders. In all companies less than 10 per cenneésures suggest high interest of
stakeholders, leaving the ratio of low interesfliictuate between less than 10 per cent
to almost one fifth of all measures.

The relatively low or indifferent interest of shaodders and suppliers goes hand in
hand with the overall portion of themes presentethe eight reports. According to the
used theory, there stakeholder groups are onlyhiigiterested in limited amount of
themes, which were not that common in the analgsglt reports. It can be stated that
in relation to the measures of social dimensiordusethe analysed CR reportfe
companies seem to concentrate on their employasgmers and the community
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5.2.3 Limits to the measured entity and the context ofreasure

The results from test 1.2 describe how the usedsurea meet the requirement of satis-
fying stakeholders’ needs when it comes tolitinés of the measured entitit might be
important to the stakeholder group to include age@r business entities to the measure
(e.g. the suppliers’ actions), or more informatiban there is presented (e.g. a broader
example or a case). Measures gaining high value bafficient boarders to the entity
according to the stakeholder group, thus they aresidered valid. Again, measures
gaining low value have somewhat sufficient boardees partially valid, and measures
awarded with indifferent have insufficient boardeygshe measured entity, i.e. they are
not valid.

Test 1.3 again tells the stakeholder groups’ istenre relation to theontextwhere
the measure is used. Thus the measures saaditisrent are non-valicand measures
seen withhigh validity are validor with low validity partially valid due to the context
the measure is used in. Thus the overall resullisate how many measures are seen as
valid due to their context, and the results aresgméed for each stakeholder group as
well as for each company.

The concept of context may also be understood as pibssibility to answer
stakeholders’ expectations regarding the measwreinstance, if the stakeholder group
is generally interested in treatment of workfonealeveloping countries, the number of
audits is a disappointment, since it does not desdthe actual working conditions, and
the measure is therefore partially valid. Howevkthe report can deliver the compli-
ance of the suppliers in relation to the minimunrkireg conditions, the context is con-
sidered highly valid.

It should be noted that the tests 1.2 and 1.3 anglucted only for measures that
gained low or high relevance for the stakeholdeugrfrom test 1.1.2. Thus, the total
number of measures awarded with value(-) indicate, that those measures ao¢
evaluated using test 1.2 and 1.3.

In all companies, onlya minor share of measures’ boarders are insufficiem
stakeholder groups, i.e. not valid according totds 1.2. When assessing the degree of
insufficient boarders to used measures, a few te@ye noticeable: in Ahold’s report
2006 nearly ten per cent of analysed measurestboaare insufficient for customers.
Similarly in Tesco’sreports from years 2007 and 2006 the boardersefout of ten
measures in 2007, and slightly less in 2006 (69&),irssufficient for customers. Addi-
tionally, for some boarders measures are insuffidier suppliers (2007 8 % and 2006
6%) as well as for the community (2007 3 %). (Sgerés 15 and 16.)



92

90
‘b'b L)
80 A8 o
70 ¢ $
N ©” 9 A 2
60 4 .
- Q T i) Q
K3 b %%
) 50 o 3 s
P A 3
o 40 4 > By > ~ |
N
30l o | B e B3 kol | %) ©
A R%s | o Q. 4 v
20 i i i — o HIZ — Pl
b/ s
o A THOTHE Rl — i 2
0 a | IS ‘ AHIF.
Q> 3 o A o o ) o o A o g
v?o\ S *& @é é‘\‘ & \be,‘ N s G @eﬁ OQ\‘ Q@ o\be,‘
v & ¢ & S PO S P
N < C ® 9\(@ < C ® 9“@
H (%) latest B H (%) previous L (%) latest L (%) previous I (%) latest
I (%) previous M- (%) latest - (%) previous

H (%) latest
H (%) previous
L (%) latest
L (%) previous
I (%) latest
I (%) previous
- (%) latest
- (%) previous

Ahold:  N= 54 (2005)

The share of high values in the latest report

The share of high values in the previous report

The share of low values in the latest report

The share of low values in the previous report

The share of indifferent values in the latest report
The share of indifferent values in the previous report

= The share of measures with no data for the test in the latest report
= The share of measures with no data for the test in the previous report

Figure 15: Validity tests 1.2 and 1.3 for Ahold

The values of insufficient boarders to the measunetity (i.e. non-valid measures
from test 1.2) are explained by the limited geofreq scope (e.g. only one store or
city) or by limited interest of the measure (e.qieoproduct or case). For the
stakeholders to be able to form a coherent piabfirdne company’s performance as a
whole, the measure’s boarders need to stretch énand cover more than only one

store or one product.

Interestingly, for all reports and stakeholders Huarders of measured entity are

N= 155 (2004)

rather sufficient (high validity) thansomewhat sufficienflow validity), except for

Tesco’s reports and Ahold’s report 2004. In Tes@alse, in customers’, community’s,
suppliers’ and shareholders’ perspective the measunorders are considered some-
what sufficient rather than sufficient, whereas donployees a slightly greater amount

of measures posses sufficient borders (see figulfesd 16).
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Tesco:  N=208 (2007) N=211 (2006)
The share of high values in the latest report

The share of high values in the previous report
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The share of indifferent values in the latest report

The share of indifferent values in the previous report

The share of measures with no data for the test in the latest report
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Figure 16: Validity tests 1.2 and 1.3 for Tesco

For Carrefour and Metro, the difference in the anmoaf valid and partially valid
measures is clearer compared to Ahold and Tescwjarity of the measures’ boarders
are sufficient for all stakeholders making the noea@s mostly valid for test 1.2 (figure
16 and 17). In Ahold’s case, customers and commuaststakeholder groups are less
satisfied with the measures’ boarders than empkyee
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Figure 17: Validity tests 1.2 and 1.3 for Carrefour

In Metro’s case, the amount of measures analysedtfer stakeholder groups is
lower than for employees and the commuriifgjority of the analysed measures’ entity
is sufficient for employees and the commuffiure 18). For other stakeholders, the
boarders are more sufficient (valid) than somewghé#ficient (partially valid) in the year
2006. Yet in 2004, the situation is the other weyuad or the share of high and low
validity measures from the test 1.2 are equal.
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The share of high values in the latest report

The share of high values in the previous report
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The share of low values in the previous report

The share of indifferent values in the latest report

The share of indifferent values in the previous report

The share of measures with no data for the test in the latest report
The share of measures with no data for the test in the previous report

Figure 18: Validity tests 1.2 and 1.3 for Metro

When considering the context of the measures aglyaore measures have gained
the valuandifferentfrom test 1.3 than from test 1.2 (for borders ® iteasured entity).
For instance in Carrefour’'s and Tesco’s frequenfoegest results there are non-valid
measures for every stakeholder group (figures 17 1&). This indicates the situation
where the measures are not relevant to the stakexhgtoups due to their context. Ei-
ther the measure fails to meet the expectatiorstasieholders or it is communicating
indifferent issues to the stakeholder group.

Generally, the context is more likely to semewhat sufficierthansufficientfor the
measures from the test 1.3. As a comparison, thdityaof the boarders to the meas-
ured entity is more likely to be high than low frahe test 1.2 (except in the two reports
from Tesco). There are also a small number of eéxamepto the generalisation in other
reports, i.e. in Ahold reports results concernihgrgholders and community as well as
Metro’s report 2004 results concerning sharehold&gares 15 and 18). The most ob-
vious difference between validity tests 1.2 andi4 i8 Metro’s case, whereas for Ahold
and Carrefour only slightly larger portion of tessults for test 1.3 label measures as
partially valid than valid compared to test 1.2.Tlasco’s reports most measures are
partially valid for test 1.2, except for employefs,whom the boarders of the measured
entity are more valid than the context of analyse@sures.
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The difference between the results from tests @ad21a3 goes to show that it might
be easier to meet stakeholders’ expectations atioel to the boarders of a measured
entity by e.g. including enough data, than by aslsirgy a meaningful context. It seems
that the data itself is rather less sufficient thués context than it is sufficient due to its
boarders. This is also mentioned in the literatwigere the hardship of obtaining data,
which is meaningful due to its context, is acknalged (e.g. Chatterji & Levine 2006,
32-5). Thus, the used measures tend to captureanimgéul entity in most cases, but
the data is not as useful for the stakeholders@muid be due to its context.

5.3 Reliability of measures of social dimension of coqrate
responsibility

A reliable measure means that it is possible to ¢fa@ same outcome more than once
using the same measure. There are different aspgethich the concept is possible to
review. The reliability tests used in this studgndb identify the reliability level of the
individual measures identified from the reportseThsults from tests are reliable, par-
tially reliable, and non-reliable. There is a pbggy of no valueas a consequent to ref-
erences to third party awards unknown to the rekear Due to the researcher’s limited
time, the examination of reliability of those me@suwas left out of the scope of the
study.

Firstly, the basis of the measure was analysedebscting if the measure is based on
a standard, guideline, reporting guideline, inii@t principle or an award from a third
party actorVanishing portion of measures are based on existingels and thiss the
case for Ahold, Metro and Tesco (table 10) andtierrest there is no data in the ana-
lysed reports to conduct the tdst Carrefour’s case, there are notions in the tsgbiat
some of the measures are based on standards, igesdekc.,but it is not explicitly
stated which these measures afbus a new category for Carrefour for test 2.1 was
created, specificallypnaybe reliablesince it is impossible to determine the valuetiar
test 2.1 by using the a priori decision rules wiith provided information in the reports.
Still, it is not considered to be descriptive artiful to evaluate the measures as non-
reliable, since clearlgpomeof them are based on existing reporting modelsil&iiy to
other reporters, there are hardly any reliable nressin Carrefour’s reports according
to the test 2.1.



Table 10: Relative frequencies in reliability te®t$-2.6 for all companies

97

No data to
Maybe carry out the
reliable Partially Non-reliable test

Reliable (%) (2.1) reliable (%) (%) — (%) Total (%)
Reliability /
Ahold
N= 54 (2005)
N= 155 (2004) | 2005 2004 2005 2004 | 2005 2004 2005 2004 2005 2004
2.1 0,0 0,0 0,0 0,0/ 0,0 0,0 100,0 100,00 100
2.2 100,0 100,0 0,0 0,00 0,0 0,0 0,0 0,0/ 100 100
23 100,0 100,0 0,0 0,00 0,0 0,0 0,0 0,0/ 100 100
24 98,0 99,0 2,0 1,0/ 0,0 0,0 0,0 0,0] 100 100
25 0,0 0,0 0,0 0,0/ 100,0 100, 0,0 0,0/ 100 100
2.6 100,0 94,0 0,0 6,00 0,0 0,0 0,0 0,0| 100 100
Reliability /
Carrefour
N= 460 (2006)
N= 523 (2005) | 2006 2005 2006 2005 2006 2005 2006 200% 2006 20052006 2005
2.1 0,7 1,3 96,5 98,7 0,0 0, 0,0 0,0 2,8 0,0 100 100
2.2 90,0 89,1 9,3 8,6/ 0,0 0,0 0,7 2,31 100 100
2.3 88,7 87,9 10,7 9,8/ 0,0 0,0 0,7 2,3] 100 100
2.4 86,7 87,0 12,6 10,y 0,0 0,0 0,7 2,3/ 100 100
25 0,0 0,0 55,0 0,0| 44,3 97,7 0,7 2,3| 100 100
2.6 86,7 87,4 12,2 100 04 0,4 0,7 2,3 100 100
Reliability /
Metro
N=96 (2006)
N=164 (2004) 2006 2004 2006 2004 | 2006 2004 2006 2004| 2006 2004
2.1 1,0 1,0 0,0 0,0/ 0,0 0,0 99,0 99,0 100 100
2.2 99,0 99,0 0,0 0,0/ 0,0 0,0 1,0 1,0/ 100 100
2.3 99,0 99,0 0,0 0,0/ 0,0 0,0 1,0 1,0/ 100 100
2.4 97,0 98,0 2,0 1,0/ 0,0 0,0 1,0 1,0/ 100 100
25 0,0 0,0 0,0 0,0 99,0 99,0 1,0 1,0/ 100 100
2.6 51,0 98,0 48,0 1,00 0,0 0,0 1,0 1,0/ 100 100
Reliability /
Tesco
N=208 (2007)
N=211 (2006) 2007 2006 2007 200¢ 2007 2006 2007 2006 2007 06 20
2.1 4,3 8,1 0,0 0,0/ 0,0 0,0 95,7 91,9 100 100
2.2 96,6 92,4 0,5 0,0/ 0,0 0,5 2,9 7,11 100 100
2.3 95,2 91,0 0,5 0,0 14 1,9 2,9 7,11 100 100
2.4 78,4 84,4 17,3 6,6/ 1,4 1,9 2,9 7,11 100 100
25 0,0 0,0 0,0 0,0 97,1 92,9 2,9 7,11 100 100
2.6 84,6 89,6 11,1 14 14 1,9 2,9 7,1/ 100 100

Secondly, therepeatability of a measure is evaluated by assessing how the sur
roundings may affect the outcome of the measurempertess. Theepeatabilityof a
measure tested by the reliability test 2.2, inaeedhle credibility of the outcome. In the
test 2.2 the effect of surroundings is considefedanajority of the analysed measures
are reliable in the dimension of repeatabiligspecially for Ahold and Metro. In Carre-
four's case a tenth of the analysed measures atillyareliable in repeatability, but
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almost the rest of the measures are reliable (200% and 2005 89 %). For Tesco there
are also less repeatable measures (2007 97 % &6d920%), but unlike for Carrefour
there are no partially reliable measures: theat#te measures are not evaluated since
there has not been data to conduct the test (200°A8d 2006 7 %). The measures with
no value from test 2.2 are measures concerningdswand acknowledgments from
third parties; the evaluation of the awards is tft of the scope of the study due to
time limitations.

Thirdly, the difficulty of forming a measure is duated with a reliability test 2.3.
Again, most measures are evaluated as reliableen assessing the effect of values in
using the measure. Again, this is the case espedat Ahold and Metro. For
Carrefour, around a tenth of the analysed measueegartially comparable (2006 11 %
and 10 % 2004). In Tesco’s case, the measuresoarevaluated since there has not
been data to conduct the test (2007 3 % and 20@§. Also for test 2.4 the measures
with no value are measures concerning awards aabatedgments from third parties.

Fourthly, the technique of forming a measure i®ssad in the test 2.4. The aim of
the test is to see which data is estimated andhnikicalculated and thus give a value
for accuracy of the measure. The results from2estare similar to results from previ-
ous tests; anajority of the measures are reliablghold and Metro having a little less
than 100 per cent of reliable measures. For Teheocase of no data is similar than for
previous tests: the portion of measures with noe/é the same (2007 3 % and 2006 7
%). However, there are less reliable measures thratests 2.2 and 2.3, since some
measures are partially reliable (2007 17 % and 2006). The share of reliable meas-
ures is still more than 70 per cent (2007 78 % 20@6 84 %). For Carrefour, the re-
sults are numerically similar to test 2.3 meanimat for the majority of the results the
technique of creation is described or it is pogsiblapproximate it.

Fifthly, the test 2.5 brings some variation to tkeults. Since a lion’s share of the
measures for Ahold, Metro and Tesco’s reports andCarrefour’s report 2006 are not
reliable, most of the measures in analysed reports are nterreadly verified For
Carrefour, the situation is different in report B0Gince approximately half of the
measures are partially reliable. This is due toféloe that in 2006 Carrefour reported all
its key performance indicators as externally oernally verified for all business units.
The key performance indicators were possible tatiflefrom other measures in the
report, but it was no longer possible to tell, whlwusiness units were externally veri-
fied and which were verified by an internal auditlip. Thus the key performance indi-
cators were all awarded the value partially reliablThis indicates the fact that there
has been external verification for some of the tess units, which results form the
overall key performance indicator, but it is nospible to identify which parts of the
measure is externally verified and which is auditedrnally.
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Sixthly, the test 2.6 indicates whether there isi@vce to support the outcome of the
measure by identifying the source of the informatpvovided. After the test phase of
analysis frameworks described in detail in methogglchapter, test 2.6 was added to
the analysis framework for reliability. It is sumgsal to balance the overall portrayal of
reliability, since in test phase none of the measwvere externally verified.he infor-
mation source is identifiable in more than 80 pentcof the measures in all reports
analysed except for Metro’s report from the year 2006 @blreliable). The rest of the
measures are partially reliable indicating thas o some extent clear how the measure
is obtained. Only Tesco has some non-reliable nmeasuhen considering the source of
the information.

5.4 Comparability of measures of social dimension of ¢porate
responsibility

The comparability tests 3.1, 3.2 and 3.3 addresslitmensions of comparability. Com-
parable measure enables the dissection of perfaenaindifferent companies over time
(test 3.1) as well as the performance within orgaoisation (test 3.2). The comparabil-
ity is critical for performance measures since thaye no meaning without it. In reality
measures need to be changed, thus all changeséasure should be reported as well
(test 3.3).

The measures analysed from Ahold, Carrefour, Mata Tesco’s CR reports are in-
deed to little extent comparable with each oti#drold and Metro reports have rela-
tively more comparable measures with others’ reptinan Carrefour and Tesc@his
may be explained by the total amount of measurésoid and Metro reports, since the
amount is more moderate compared to the amountezfsures in Carrefour's and
Tesco’s reports. For Ahold latest report 2005 ashmas 13 per cent of analysed meas-
ures are comparable to other companies’ measuréshdld’s previous report the ratio
is approximately half of the latest report (2004 %). In Metro’s case, the ratio is vice
versa: in the latest report there is one companaiagasure out of 20 for test 3.1 (2006
5,2 %). However, in the previous Metro’s report gamable measures consist of one
tenth of the analysed measures (test 3.1 2004 9,&8%brefour’'s and Tesco’s results
from test 3.1 are similar, since only around 2 gent of analysed measures are compa-
rable with other companies’ measures (table 11).

When considering the ratio of partially comparamleasures from test 3.1, the trend
seems similar to comparable measutesAhold’s report from the year 2005, almost
half of the measures are partially comparable teasuges used in other report46,3
%) and in 2004 little less than one third of allaseres (29,7 %). For other companies
the frequencies of partially comparable measurégiser than for comparable, but it is
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not on the level of Ahold. Around one tenth of Metrreported measures are partially
comparable (3.1 2006 7,3 % and 2004 10,4 %). Adlliffor Carrefour and Tesco nine
out of ten measures are non-comparalbith measures from other companies, whereas

for Ahold the portion of non-comparable measuream@ind half of the total amount of
analysed measures (table 11).

Table 11: Relative frequencies from comparabikists 3.1-3.3 for all companies

— (No data
Partially Non- to carry out
Comparable | comparable | comparable the test
(%) (%) (%) — (%0)%) Total (%)
Comparability
/ Ahold
N= 54 (2005)
N= 155
(2004) 2005 2004| 2005 2004 2005 2004 2005 2004 2005 2004
31| 13,0 7,7 46,3 29,1 40,7 62|6 100 100
3.2| 46,3 49,0/ 13,0 12,9 40,7 381 100 100
3.3| 46,3 49,0 0,0 0,0 0,0 0,0 53,7 51,0 100 100
Comparability
| Carrefour
N= 460
(2006)
N= 523
(2005) 2006 2005| 2006 2005 2006 2005 2006 2005 2006 2005
31| 24 21 35 65 941 914 100 100
3.2| 78,0 69,9 3,3 1,7 18,7 28/4 100 100
3.3| 78,0 69,9 0,0 0,0 0,0 0,0 22,0 30,1 100 100
Comparability
/ Metro
N=96 (2006)
N=164 (2004) | 2006 2004| 2006 2004 2006 2004 2006 2004 2006 2004
31| 52 98 7,3 104 875 799 100 100
3.2| 46,9 445 52 55 47,9 50/0 100 100
3.3| 46,9 445 0,0 0,0 0,0 0,0 53,1 58,5 100 100
Comparability
/ Tesco
N=208 (2007)
N=211 (2006) | 2007 2006| 2007 2006 2007 2006 2007 2006 2007 2006
3.1 19 19 58 4.3 92,3 938 100 100
3.2 279 294 9,6 95 62,5 611 100 100
33| 279 294 0,0 0,0 0,0 0,0 72,1 70,6 100 100

Comparability test 3.2 aims to aid in forming arage on comparability within the
companies. The data used for the test 3.2 arbaligports fully analysed as well as the
coded reports from year 2002 (for Tesco 2002/2008g lowest comparability of
measures analysed is for Tesco’s reports: onlyhia of the measures are comparable
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within the company2007 27,9 % and 2006 29,4 %). Then again, Tesepsrts have
one out of ten measures partially comparable, wisahore than partially comparable
measures for Metro or Carrefour. Howewv€arrefour has as much as 70 (2005) to 80
per cent (2006) of measures comparable within thepany over timeMetro and
Ahold have approximately half of their measures marmable over timgAhold 2005
46,3 % and 2004 49 %; Metro 2006 46,9 % and 2008 %&). Ahold’s reports have
also more than 10 per cent of measures partialtypavable over time within the com-
pany (2005 13 % and 2004 12,9 %), which is highantfor any of the other companies
(table 11).

The final comparability test concerns the changadarto the measure. The results
from the test retell the pattern of test resul®, 3ince the measures comparable are
naturally not changed over time. For the rest efrtieasures, there was no data to ana-
lyse, whether they had been changed over time.

5.5 Appropriate measures of social dimension of corpora
responsibility

The accurate evaluation of companies’ CR performarquires measures that perform
well in all sectors of appropriate CR measures.rAppate measures are valid, reliable
and comparable at the same time (Chatterji & Led@6, 32-5). The screening of the
data analysed is done by assessing overall valioitgrall reliability and overall com-
parability together. Values are awarded for indiribtests generating high validity (ex-
cept 1.1.2), reliability and comparability. Finaltile overall validity, reliability and
comparability are gained by adding the values ftests of each ensemble, i.e. validity,
reliability and comparability.

The most appropriate measures similarly valid,ald# and comparable are in
Ahold’s (2005) and Metro’s (2006 & 2004) reporthely all concern the theme of em-
ployment issues (EMP), and the code of the measasremployee remuneration and
benefits (ERB). The measure cludtatescribes the amount of money used in the activ-
ity, which is in all measures the amount of empleytcosts and benefits. The meas-
ures have gained the highest possible overall ial{®), the most usual overall reli-
ability (4) and the highest possible overall conapdity. In practice, the value of 4 is
the highest possible value for overall reliabiliggnce tests 2.1 (measure based on ex-
isting guideline, initiative or system) and 2.5t@xal verification) provide mainly non-
reliable or partially reliable results. There am neliable measures from test 2.5 (see
table 10 in chapter 5.3). The measures reliable ftest 2.1 concern externally hon-

'3 Clustering of measures is explained in the mettugochapter.
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oured awards with no other test results, sincestig®no data to evaluate the rest of the
tests. The only exception is Tesco with five measyB in 2007 & 2 in 2006 reports)
gaining reliable value for test 2.1 concerning nuees assessable in other tests too. The
overall reliability gains value 5 for one of the asere’, otherwise it is 4.

Table 12: The most appropriate measures in theattetiysed

2| s >
2} =1 =
Iy
Q @ > %
= 0 2 >| = @
© ) S 7 £ 3 Q
9 £ ® 2 2 8 (]
Company, g 5 f o c_>d § §
reporting | g | £ | o 2 T| T| E
2| 2| 38| 8§ el ¢| ¢
year g = o s Measure description o) o) o)
Ahold 2005 3 EMP| ERB| AMON Amount: Salaries and wa@®s
Ahold 2005 3 EMP| ERB| AMON Amount: Pension expen$ds (
3 EMP | ERB Amount: Total employee benefit expense|
AMON
Ahold 2005 €
Metro 2004 i EMP| ERB| AMON| Amount of pensions andmup schemes (€
Metro 2004 i EMP| ERB| AMON Amount of total wages asadaries (€)
Metro 2004 i EMP| ERB| AMON Amount of total personegpenses (€)
Metro 2006 2 EMP| ERB| AMON Amount of total personagpenses (€)
Metro 2006 2 EMP| ERB| AMON Amount of total wages @adbries (€)
Metro 2006 2 EMP| ERB| AMON Amount of pensions andmrpschemes (€

Thus the appropriate measures are highly validrdoug to three validity tests, reli-
able in four tests out of six and comparable adogrtb all testsThe most appropriate
measures are identical in the terms of theme, dodeéhe measure and the measure
cluster

For the rest of the analysed data, none of the nmeasis as valid, reliable and com-
parable at the same time as the measures presentathle 12when using the tool of
overall validity, reliability and comparability. Véim assessing the rest of the measures,
overall validity gains a value less than 3, theueabf overall reliability is less than 4 or
the overall comparability is less than 3 even tltosgme of the values may be at their
maximum.

The next measures, where the overall comparalubkiyreases to the value of two
and validity and reliability stay as high as bef¢ralidity as 3 and reliability as 4), are
more heterogeneous than the most appropriate Stdsthe theme of employment is-
sues dominatedive out of nine measures), but codes for indialdoneasures are more

16 The measure concerns sales of huss after Feb208 according to thEish to avoidpolicy, which
describes the sourcing fish from sustainable fisseand suppliers.
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varied. This is explained by the fact that emplogtriesues have been traditionally im-
portant in Europe (e.g. Elkington & Dijk 1999, 508) addition, since there is a signifi-
cant amount of employment related measures in tiadysed reports, there is higher
probability of them representing the most apprdapriaeasures than the measures from
less frequent themes. The measure clusters of dasumes with lower comparability
but still reliable and highly valid include moreriead types of measures: there are also
ratios and combined information as well as oneudesagy measure (number of people).
The complete list of measures with overall highidigl (3) and overall validity of
higher than the value of 2 are listed in the appehl.

When listing the measures analysed in reploytsheir overall value in comparabil-
ity, 16 more measures appear besides the measuretheldsa appendix 11. The
measures with an overall comparability as high ,agath a value from 1/3 to 1 1/2 for
the overall validity, while the overall reliabiliig constantly 4.

All the appropriate measures are possible to spaehiewing the overall validity
and comparability. When listing the measures byr tbeerall reliability, most of the
measures are then under inspection, since a nya@rthe measures are reliable in all
tests (table 10, chapter 5.4). Thus the searchost appropriate measures is logical by
proceeding as it has been described in this chapter
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6 CONCLUSIONS

... systems for measuring the value created to thenbssiin these areas
[i.e. corporate social responsibility and sustaiiidi] are not nearly as
well developed as those for measuring economicevaleation. If
significant progress is to be made, a comprehensind broadly
accepted system to measure sustainable corporateorpance is
necessary. (Ahold 2002, 7)

The theoretical background of this study auguredt the measures of social dimen-
sion have aspects that need developing. The theairétamework and the managerial
implications of this study as well as the statem@ntAhold are discussed in the fol-
lowing.

6.1 Theoretical conclusions

According to literature on CR, measures are cemrglaining plausibility among the
stakeholders (e.g. Wilenius 2005). The purpose @disuring social dimension CR is to
determine the performance level for managers aaskebblders, who demand proof of
company’s accountability (Zadek et al., 1999b, 20)this study, the measures are de-
termined aperformance level of an action of social dimensdCR

After the test phase of the analysis frameworkgyesting a moderate amount of
measures, the final high amount of measures indlesnd especially in Carrefour’s
reports is remarkable. When assessing the develtpstages of CR reporting,
Carrefour's and Tesco’s approach can be describkzhst asactive Ahold and Metro
are less developed when assessing the quantitgasumes. However, the development
stage is not solely determined by the amount ofl mseasures.

Still when analysing reports, it came apparent thate are severglotential meas-
uresin all reports. This is more apparent for Metra &hold, which encompass fewer
measures than Carrefour’s and Tesco’s reports.ditrdé and Ahold’s reports there are
several issues of social dimension addressed irefhaats, but the presentation of these
issues does not meet the level of decision rulesnfeasures used in this study. For in-
stance, it is communicated in the Metro’s repagp@rt 2004) that Metro has acted in
order to promote and increase the level of CR. #aluklly, when comparing the re-
ports from Ahold and Metro to the reports of Tesem Carrefour, similar issues are
discussed. Still, Metro has choseot to report exact levels of performance. The ques-
tion of why Metro might not have an exact performance levehrmaoinicated is inter-
esting. The difference may be explained by theonati differences in Europe, e.g. in
Germany environmental protection has longer tradiin corporate responsibility dis-
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cussions than discussing social issues. Other ejpda, also strongly suggested by the
theories, is thait might be hard to gather valid, reliable and caangble data from all
business units, since there are not enough measoresocial dimension of CR devel-
oped in the companyAhold’s report (2002) quoted in the beginningtbé chapter
spells out the challenge clearly: the systems adisueng social dimension are not as
developed as the systems of indicating the ecorarparformance.

Thethemes of social dimension of measuaes grouped according to the literature.
The overall distribution of themes of social dimiensin the reports is not addressed in
this study, since the interest is on the appropnmaeasures of social dimension of CR.
The division of themes proved to be accurate singained support from the data, even
though two of the themes were not to be found enrntteasures at all, namely trade with
tyrannical regimes and non-sustainable industiibgere was some discussion on non-
sustainable products, namely tobacco and alcotedd@ 2007), but the discussion was
not developed into measures or exact performavetsle

The altering emphasis of themes of measures bete@apanies’ reports is partially
explained by the CR tradition of the country ofgam since the variation of themes of
social dimension of used measures between diffeegatrts from the same company is
little, even though the amount of measures migffedigreatly (e.g. amount the of
measures in Ahold reports 2005 and 2004). Thusetlseclearly a logical system in
presenting the issues of social dimension of catearesponsibility.

Using validity, reliability and comparability testdeveloped purposefully for this
study, the appropriateness of measures from therteeps assessed. The validity and
reliability tests were updated according to thé pésse (additions in bold text in figure
19). Validity tests are developed according to the literaturd #mey address
stakeholders’ interests, completeness of the measantext and the relevance in gen-
eral. By reliability tests it is aimed to evaluate the possibility loé tmeasure being
based on an existing measurement system, measap&atability, the effect of value
judgements to the formation of the measure, measnetechnique, existence of ex-
ternal verification and original source of the imf@ation. Comparabilitytests again es-
timate if the measure is comparable over time wither companies and within the
company itself and have the changes of the mease® communicated.

The level of validity of used measures varies dyed¢pending on the stakeholder
group and the company. The levelrefevance in generak rather good for the latest
reports from food retailers (except for Tesco) @ading that the measures used have
either a benchmark or a goal communicated. Thel léeelines dramatically for the
previous published reports (except for Tesco, fbicv the level stays as almost the
same), indicating that the companies have paid nattention to benchmarking or
communicating a goal for a measure in the latebtighed reports. Thetakeholders’
interestsare determined by the theoretical framework witmbmed sources (Bennet &
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James 1999, 45-46; Hackstone & Milne 1996, 105-8@&ebrand 2003, 4-5; Global
reporting initiative 2006, 30-36; CIAA 2002, 33-4&)d thus the values for test re-
garding stakeholders’ interests is derived fromttie®ry. As a result for all companies,
some stakeholder groups are emphasised and tlos @t similar from individual
company’s one report to another, and the ratiosrame different between companies.
Since the interest of stakeholders is determinedhbythemes of measures, again the
result may be explained by the varying approachdise country of origin.

The boarders to the measured entéye sufficient in almost all reports with few ex-
ceptions, were the limits are somewhat sufficidrésco 2007 & 2006; Ahold 2004).
However, the portion of sufficient limits over sowteat sufficient limits is not im-
mense, thus the amount of valid measures is notrddimg. Thecontextof measures is
evaluated even less valid than partially valid. Thbalance in amounts of high validity
from tests leads to the situation wheredkierall validity is high for only few measures

Reliability tests provided more homogeneous results. The stidlsing observation
is that almost none of the measures are surelydbaseexternal systems or are exter-
nally verified. From other tests measures are magillable or partially reliable, except
for awards, which gain no value for tests 2.2-Zl6ere is not much variation in the
overall reliability as a contrast to the overall validity. In spitetluf, rather than indi-
cating that the measures are relialihe, results might imply that the process of evalu-
ating reliability is not suitableThis is simply explained by the fact that thesenot
enough data or time to evaluate all aspects dadbyidiliy in a critical manner. Descriptive
examples of shortage of information are Carreforgfsorts (2006 & 2005), which state
that they have been partially externally verifigttghat a portion of the measures is
based on existing systems. A relevant discussiowhy to go so far in bringing these
issues up but not finishing the task by clearlyistawhich measures are then externally
verified and which are based on existing systems.

Comparability tests again show that the reporters with fewersmes, i.e. Ahold
and Metro, have more comparable measwiéis other companied,e. Carrefour and
Tesco: approximately half of the measures listed\lwld’'s and Metro’s reports are
comparable with other reports. The comparab#iiyhin the companys highest in
Carrefour’s reports (70—-80 %) and lowest for Tegqaproximately 30 % in 2006 and
2007). Thechange of measurés not reported explicitly in any of the reportgiahere-
fore the results from the test are concluded fresults of the test 3.2 thus bringing no
new information. Nonetheless, the results from carabpility tests are encouraging
since there is notable comparability between antiwcompanies - perhaps more than
the theoretical background suggested.
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The process of forming a measure
» Understanding the CR goal

« Identifying initiatives, standards and guidelineeded /in use[* > Existing systems in
» Determining benchmarks general
» StakeholdersO expectations and stakeholder engagem * Initiatives
« Identifying the influence of values in measuring * Guidelines
» Standards
* Policies
¢ Management systems

* Awards

RELIABILITY
¢ Existing measurement system
Repeatability

Value judgements

Technique

« External verification

¢ Original source of the
information

VALIDITY

+ StakeholdersO
interests

¢ Completeness

« Context

Relevance in general

COMPARABILITY
* Between companies
¢ Over time (in the

AN
company) APPROPRIATE
* Changes MEASURE

Figure 19: The composition of an appropriate meastiCR and the forces affecting it
with emerged concepts

When assessing the overall validity, reliabilitydasomparability, the most appropri-
ate measures are possible to determine in thesadton of the concepts. As an end re-
sult, there are only nine appropriate measuredl ireports analysed. This result sup-
ports the statement that reliable measure usually suffers from low vajidib
stakeholderssince an issue easy to measure is usually imdiffeto the stakeholder
group (Chatterji & Levine 2005, 33). The connectlmtween high reliability, compa-
rability and validity seems to be reverse: whenra@alidity is high, overall reliability
is mostly less than its maximum (except for the sneas presented in appendix 11).
However, all measures with maximum overall compiéitgthave gained the maximum
overall reliability.

When evaluating the results from validity testss itoncluded that thideal type of a
measure is something that has both its aim and tange communicatedrhus in an
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ideal communication of validity, it should be pddsito combine the aspects of aim and
its compliance (figure 19). The results from anatyseports point out that the combi-
nations are rare.

COMPLIANCE
IN RELATION
TO THE AIM

Ideal
communicatio
of validity

AIM OF A
MEASURE

Figure 20: Ideal communication of validity

The reports analysed mainly consist of text stativegvalues or aims of a company’s
social dimension of CR. The measures indicatingoitormance level of the company
are overall mostly somewhat valid or indifferenuedto the fact that most of the meas-
ures are not communicating the validity of measumesn ideal way and the compara-
bility of the measures is not predominamgjority of the measures are not appropriate
enough by the criteria used for the studife development stage of reports (figure 5 in
chapter 3.2 and figure 9 in chapter 3.5) may erpia¢ used level of measures, i.e. the
companies have not fulfilled the requirements efcpding stage and thus they have not
yet enough practice to compose appropriate measures

All in all, the analysis frameworks and decisiotesudeveloped for this study may
be used in later studies. By modifying the thresgsipproach, which firstly identifies
the measures, secondly the dimension of CR anly Esalyses the reliability, validity
and comparability, it is possible to analyse défaraspects in other CR reports. In ad-
dition, instead of social dimension of CR it is pie to either identify other dimen-
sions of CR, namely economical and environmentaluse the frameworks in the
analysis related to reports of companies from aratidustry.

6.2  Managerial implications

For Ahold and Metro, which report their CR and dclose many measures on social
dimension of CR, not much is needed in order to ¢ja¢ similar level of measures with
the Carrefour and Tesco enclosing several performdevels. The notion is made
based on the results from overall validity, religypiand comparability tests. When only
nine measures out of all analysed measures weitadinvalid, reliable and compara-
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ble, namely appropriate, creating “inappropriateasures seems to be the trend. When
assessing the validity determined by the stakelns|gerformance level is seen as pre-
condition for benchmarking, limits etc. Thus disshg less than competitors might be
seen as lagging behind in reporting activities.

Yet again, for stakeholders an analytical tool eeded for evaluating the perform-
ance levels, since it is misleading to trust thatamount of communicated performance
levels as the only suitable criteria for the depeient stage of a report. A deeper analy-
sis is needed in order to reveal the aspects ofunes.

Own-brand products are another point for stakehslt® concentrate on. Food re-
tailers claim to have the highest influence oveirtlown-brand products compared to
manufacturers’ products (also Metro 2005, 5):

... We see private label as our primary means to esklsustainability is-
sues in the supply chain, as we have the mostaamter production of
our own brand products. (Ahold 2004, 21)

If this is the case, especially information on abdimension of own-label products
should be available. Remarkably none of the mogtagpiate measures are concerning
products. However, there is a measure concerninglalel products gaining high val-
ues in overall validity and in overall reliabilitiut its comparability is lower than the
most appropriate measures thus (appendix 11).

For companies, the main focus in developing measofesocial dimension of CR
should be on developingore valid indicatorsWhen considering the reports analysed,
this could be possible by combining informationnfrgeveral performance levels into a
more complicated measure. Of course, it is posdiidé¢ by creating more complex
measures, the comparability and reliability of thdetreases. However, by creating
more valid measures, companies would move furtpeoruthe development stages of
CR reporting. This is beneficial for the stakehaddeeceiving more meaningful infor-
mation from the company. In addition, it is advaetaus for the company, since it
would enable them to communicate the social dinmensif CR in more active or even
in interactive ways creating more trust among tageholders.

When it has been able to create a measure thas ineeset criteria of validity, reli-
ability and comparability, it might turn out to b@o expensive to measure. Some say
that companies should invest in improving CR measusince developing and priori-
tising CR actions generates savings (Chatterji laaxdne 2006, 49). In the light of the
results from this study, the development of measurghe aspect of validity by com-
bining information is not seen too expensive. Hogrewome of the measures gained
low values in validity test 1.2 due to the facttttitee measures are not covering enough
of company’s activities either geographically oitgactions. In these cases, developing
measures probably needs more investments, e.dodle collection of the data.
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Reliability of a measure is greatly increased by externafioation of measures.
Neverthelessexternal verification is non-existent in analysegaorts except for Carre-
four, where the external verification for key perf@nce indicators exists, but the scope
is unclear External verification is another necessary steptfa@ companies orderto
increase the reliability of the reports as wellthg trust of the stakeholder&ddition-
ally, more information on reporting systems is val®, since now it is not possible to
extract the measures based on existing systemwidul again increase the reliability
of the reports.

Comparabilitybetween companies needs improvement, and thisdyayeevelop-
ing standards for industries in cooperation wite tompanies reporting social dimen-
sion of CR. The need of comparability between camgmis naturally more urgent for
stakeholders than for companies, since stakeholdagst want to assess the CR per-
formance of competitors. Interestingly, accordiodhe results the comparability within
the company is better than between companies. Henvéve overall trust towards CR
measures may not increase unless all aspects cunesaare developed.

All'in all, the methodology of the CR report is debed in detail only in Carrefour’s
report, and still the description provided hashibrscomings. More detailed descriptions
on how the measures are gathered would increaseelibbility of the reports and the
trust of stakeholders.

6.3 Limitations and suggestions for further study

The study has some limitations. Firstly, more ssfitted computer software for faster
analysis would have been suitable. The analysisratagr slow with the tools available
due to the vast amount of measures in the repbhnis.test phase did not provide much
warning before hand and thus the change of softwardd have caused quite a lot of
extra work. Secondly, the social dimension of CRnig place in retail outlets was not
addressed in a separate code. To some extent,g@sunes of CR in food retail seem to
be dealing especially CR action in the outletssTikiexplained by the strong consumer
interface of the industry. In this study, the acticand social issues on premises have
fallen under the category of CRE.

Broader issues concerning limitations are to ddlie stakeholder interests, since
the values for the respective test are purely #tea. For a contemporary image of
stakeholders’ interests, the company has to engsgi¢ in stakeholder dialogue. An-
other issue related to the test of validity, raligband comparability is theophistica-
tion of the analysiswith 1 870 measures, which were all tested bydifférent tests,
and some of them with five different stakeholdesugrs, the results from the tests are
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bound to be generalisations based on the informatidy available on the reports.
However, it is considered that the analysis isicugdfit for research questions.

Thus future studies could first addréssw to combine data in order to create
meaningful measures according to the criteria depetl in this study in cost efficient
way. A deeper study and with more limited scope waquiobably give more practical
and detailed answers to the question. A secondefajuestion not addressed in this
study is,how to motivate companies to develop the meastirgsc@l dimension of CR
The benefits of developing measures of social dsiwenof CR should be more elabo-
rated and communicated for companies. Of courgeptlssure from stakeholders can
do the same trick eventually, but then the chasgeot necessarily as controlled as it
would be if companies would engage themselves weldping the measures. The third
interesting aspect would be to analy®svthe measures used in the reports correspond
to the CR statements communicated either in theegaport or elsewhere in corporate
communication. E.g. if social cohesion of an ameariportant, is it reflected in meas-
ures used? Finally, it would be interesting to eatd the performance level of social
dimension of CR also in other company communicatog. in stores.
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7 SUMMARY

The conservative means in measuring corporate ssi@ee rooted in capitalist thinking,
and they do not take into consideration the extgiesproduced by companies. Exter-
nality is a concept used in economics to deschbecbnsequences of economic activity
outside the company. The alternative perspectiesgmted by the academics states that
eventually external negative influences causeddmypanies become internal, i.e. affect
their business. However, it is not enough that caamgs say that they are responsible -
companies shoulghrove their responsibility. Companies should show thatyt are
worth the trust of the public by enhancing thein+imancial performance.

The trust is enhanced by measuring CR and repatimdindings. As corporate respon-
sibility reporting has become more popular it soatriticised. The reliability, compara-
bility and validity of CR measures are usually h&mdmeet.Reliable measure would
provide the same outcome more than once but thistimlways the case when using
non-financial metrics. It should be also possildecomparedifferent companies over
time. Avalid measure again would provide information that isantgnt to society.

Compared to the indicators of economic and enviemal dimension, most indica-
tors forsocial dimensiorof CR are still developing. Social dimension maydivided
into e.g. labour practices and decent work, hunigints, society and product responsi-
bility. The most relevant form of corporate respbitisy for a company depends on the
industrythe company is doing business in; some compamegnately more close to
one type of CR than the other. As an industry,ilretahas a major effect on consum-
ers’ life. It is believed that compared to othegioms, there is homogeneity between
European companies in how they report on CR issues.

European food retailing is chosen as the industrthe study. The purpose of the
study is to analyse, how appropriate are the measafrsocial dimension in the leading
European food retailers’ CR reports. The researgtstipn is divided into sub ques-
tions:

. How do the measures of social dimension of CR medietbility?

. How do the measures of social dimension of CR maledity?

. How do the measures of social dimension of CR roeetparability?

The research question and sub questions are ambwgréorming analysis frame-
works to study the corporate responsibility repartd the measures of social dimension
of CR of the four largest European retailers, whieport on corporate responsibility.
The companies are determined as large by theireghaHares. The analysis frameworks
are formed by combining a number of existing theoon social dimension of corporate
responsibility, stakeholder theory and measuresRof

The research data consists of eight reports araliysen Ahold, Carrefour, Metro
and Tesco. The analysis is originated from thestateports. Additionally, one report
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published in year 2002 is coded. The method usethenstudy iscontent analysis
where the data is coded by using a priori desigiseth on theory and some based on the
issues emerging from the data. Content analysasrésearch method that relies on sci-
entific methods, is systematic and has definedquores, is used for interpreting mes-
sages and creating meanings from data in a valy] aad concentrates on analysing
text. The approach of the research is booth quaktand quantitative.

When discussing the wider costs and impacts o$fgatg consumers’ needs, mar-
keting becomes somewhat obsolete, whereas thehsidke theory provides a more
useful framework. The interests of stakeholdergm@ne the company’s existence and
the company may exist only if it succeeds in fliffd the needs of most important
stakeholders. Relevant core stakeholder groupsdorpanies are usuallmployees,
communities, suppliers, clients or customamnsginvestors which are also considered as
the primary stakeholders. Also other divisions t@keholder groups exist. However,
only the primary stakeholders are taken into carsiion when forming the analysis
frameworks for the study. Interests of all stakepolgroups are combined in a table 13
in appendix 3.

Several definitions of social dimension of corperegsponsibility have been formed,
and many of them are overlapping in some. It isjibs to divide social dimension into
7 themes, namelljuman rights and labour conditions in the supplginhemployment
issues, product responsibility, voluntary actioegkeholders and society, trade with
tyrannical regimes and non-sustainable industrise criteria for grouping the themes
have emerged from the definitions and the authdhefstudy has named them accord-
ingly. The interests of a particular stakeholdesugr are identified by combining the
theories on different stakeholders’ interests presk by scholars (see appendix 5). In
this study, a measure is determined as indicatiadevel of the corporate responsibility
performance or identifiable stage of corporate easgbility processes.

Currently, corporate responsibility measures aredus several connections. This
study is mainly concerned with CR reports. In @Rortsmeasures are used to describe
the company’s level of CR to different stakeholddise approaches to CR report vary
geographically.

In general, there exist instructions to the sudoégsocess of gaining measures of
corporate responsibility. When defining the indizat the company should (1) be able
to understand what is critical and relevant forAdlditionally, the company should (2)
consider the commitments they need to support fidicies and (3) be able to deter-
mine the benchmarks for their performance. Lagtlythe expectations of stakeholders
need to be clear. In measuring CR, both finangaleall as non-financial measures are
used, but in different ways than in contemporargoaating. It is remarkable to realise
that measuring abstract and multidimensional isseigs human rights, is challenging,
since asking even simple issues generate diverseeas within the company. The
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process of forming a measure affects the appra@mésts of a measure of corporate re-
sponsibility.

There have been several criteria and principlegldped for meaningful CR meas-
ures. The name of single criterion may vary, buemwimspecting it closely, it usually
has aspects similar to other critefieliability, validity and comparabilitynay be used
as evaluation criteria for the measures, standandiscodes relating to non-financial
performance of corporations.

The dimensions of validity used in this study at@ksholders’ interests, complete-
ness and context of a measure. For reliabilityeaggbility and the technique of forming
a measure as well as external verification are mapb. In addition, a measure should
be comparable over time, with measures from otbarpanies and to other measures.
In addition, all changes to a measure should berteg, since it affects the possibility
to compare it in relation to other entities. If theeasures are not valid, reliable and
comparable at the same time, it is virtually implolesto analyse the externalities pro-
duced by a company in different contexts. Thuseiuation of companies’ CR per-
formance requires measures that perform well irsattors. Using validity, reliability
and comparability tests developed purposefullytfos study, the appropriateness of
measures from the reports is assessed. The vasidiyreliability tests were updated
according to the test phase.

Successful corporate communication serves the filmmaf an auspicious relation-
ship between a company and its stakeholders. Batiogethe ideal non-financial meas-
ures, it is possible to see where the markets assilply and evaluate the company’s
performance.

In results of the study, there is altering emphadishemes of measures between
companies’ reports as expected. The amount of mesaguwoved to be higher than it
was likely after the test phase. The level of vglidf used measures varies greatly de-
pending on the stakeholder group and the compRelability tests provided more ho-
mogeneous results. The most striking observatidhas almost none of the measures
are surely based on external systems or are ekienexified. Comparability tests
again show that the reporters with fewer measuage more comparable measures with
other companies. As an end result, there are anly appropriate measures in all re-
ports analysed. This result supports the statethatd reliable measure usually suffers
from low validity to stakeholdersince an issue easy to measure is usually imelift¢o
the stakeholder group. As a conclusiamjority of the measures are not appropriate
enough by the criteria used for the studtyis also concluded, that the ideal type of a
measure is something that has both its aim and lkamee communicated. Thus in an
ideal communication of validity, it should be pddsito combine the aspects of aim and
its compliance.
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For companies, the main focus in developing measafesocial dimension of CR
should be on developing movalid indicators. External verification is another neces
sary step for the companies in order to increasediability of the reports as well as
the trust of the stakeholder€omparability between companies needs improvement,
and this gained by developing standards for intessin cooperation with the compa-
nies reporting social dimension of CR. Finally, maletailed descriptions on how the
measures are gathered would increase the relhalofitthe reports and the trust of
stakeholders.

Broader issues concerning limitations to the staidyto do with the stakeholder in-
terests, since the values for the respective tegparely theoretical. For a contemporary
image of stakeholders’ interests, the company bamngage itself in stakeholder dia-
logue. Another issue related to the test of valjdieliability and comparability is the
level sophistication of the analysighich may have been better, if there had beeremor
time to conduct the study.

When assessing the trustworthiness of the stuadygntbe stated that the use of con-
tent analysis minimises some threats to qualitatégearch, but brings along new chal-
lenges. Especially the process of coding distirftab$e to content analysis is dominat-
ing when assessing the reliability of the studyd #me lack of multiple coders dimin-
ishes the reliability of the study. However, allspible actions are taken to diminish the
unreliability by increasing the reproducibility flecability). These activities are thought
to be sufficient for the purpose of this studyatidition, some central aspects of content
analysis are addressed in a thorough manner, @gpradesign and training, and thus
the study is considered reliable.



116

REFERENCES

AccountAbility 1000 (AA1000) framework: standardsidelines and qualifications
(1999) Exposure draft, November 1999. The Institdt8ocial and Ethical
AccountAbility: London.

Acting responsibly - shaping the future: Sustailiigbireport 2006. Metro Group.
<http://www.corporateregister.com>, retrieved 23dber 2007.

Adams, Richard — Carruthers, Jane — Hamil, Sea@1()X®hanging corporate values: A
guide to social and environmental policy and preetin Britain’s top
companiesKogan Page: London.

Ahold status report 2002: Corporate social respwiityi Royal Ahold.
<http://www.corporateregister.com>, retrieved 1lvBimber 2007.

Ahold sustainability report 2004. Royal Ahold. <httwww.corporateregister.com>,
retrieved 11 November 2007.

A hollow victory for GM foodg2006)Business EuropEebruary 1-15" 2006, 3.

Anselmsson, Johan — Johansson, Ulf (2007) Corpaadeal responsibility and the
positioning of grocery brands|nternational Journal of Retail &
Distribution Managemen¥/ol. 35, No. 10, 835-856.

Arnold, Stephen J. (2002) Lessons learned fornwibidd’s best retailerdnternational
Journal of Retail & Distribution Managemenfol. 30, No. 11, 562-570.

Ballou, Brian — Heitger, Dan — Landes, Charles @00he future of corporate
sustainability reporting: A rapidly growing assucaropportunity,Journal
of AccountancyVol. 202, No. 6, 65-67, 70-74.

Beaujolin, Frangois — Capron, Michel (2005) FranBalancing between constructive
harassment and virtuous intentions. @orporate social responsibility
across Europeed. by André Habisch — Jan Jonker — Martina Wegne
René Schmidpeter, 97-108. Springer: Berlin.

Bell, Richard — Davies, Ross — Howard, Elisabet®9{) The changing structure of
food retailing in Europe: the implications for &gy, Long Range
Planning Vol. 30, No. 6, 853-861.

Bennett, Martin — James, Peter (1999) Key themesnwironmental, social and
sustainability performance evaluation and reportihg: Sustainable
measures - evaluation and reporting of environmlerdad social
performance ed. by Martin Bennett — Peter James — Leon Khak29—
74. Greenleaf publishing: Sheffield.

Bennett, Martin — James, Peter —Klinkers, Leon @)9@atroduction. In:Sustainable
measures - evaluation and reporting of environmlerdad social
performance ed. by Martin Bennett — Peter James — Leon Khské&7—
28. Greenleaf publishing: Sheffield.



117

Bird, Kate — Hughes, David (1997) Ethical consusreri the case of “fairly-traded”
coffee,Business Ethics: A European Vievol. 6, No. 3, 159-167.

Bowie, Norman — Werhane, Patricia (2008anagement ethic8lackwell Publishing:
Malden, Massachusetts.

Brammer, Stephen — Pavelin, Stephen (2006) Buildingood Reputatioruropean
Management JourngVol. 22, No. 5, 704-713.

Brown, Lester (2006frortune Brainstorm Conferencdune 28-30 2006, Aspen,
Colorado.

Catalogue of CSR activities: A broad overvi@005). An Ashridge report produced for
the Danish Commerce and Companies Agency.

Chatterji, Aaron — Levine, David (2006) Breakingngothe wall of codes: evaluation
non-financial performance measuremedalifornia Management Review
Vol. 48, No. 2, 29-51.

CIAA (2002) Food and Drink Industry - Sustainability report.
<http://www.ciaa.be/pages_en/documents/brochusgsadp>, retrieved
October 23, 2007.

Clement-Jones, Tim (2005) Corporate social respditgi- bottom-line issue or public
relations exercise? InCorporate social responsibility: A guide to best
practice, business planning and the UK’s leadingpanies ed. by John
Hancock, 5-13. Kogan Page: London.

Clulow, Val (2005) Futures of dilemmas for markstecan stakeholder analysis add
value?European Journal of Marketing/ol. 39, No. 9/10, 978-997.

Collison, David J. (2003) Corporate propagandaimiplications for accounting and
accountability,Accounting, auditing & Accountability JournaVol. 16,
No. 5, p. 853-86.

Contributing to a prosperous and sustainable fufline European Retail Round Table
<http://www.errt.org/main.htm>, retrieved March 2908

Corporate responsibility in a global economy. Ewwnfinerce.
<http://www.eurocommerce.be>, retrieved July 18720

Cramer, Jacqueline (2005) The Netherlands: Redgfirpositions in society. In:
Corporate social responsibility across Eurgeel. by André Habisch — Jan
Jonker — Martina Wegner — René Schmidpeter, 87sp6nger: Berlin.

Datamonitor (2007) Global food retail - industry profile June 2007.
<http://www.datamonitor.com>, retrieved August 2807.

Datamonitor (2006) Food retail in Europe - industry profile May 2006.
<http://www.datamonitor.com>, retrieved August 2807.

Dawkins, Jenny (2004) Corporate responsibility: Teemmunication challenge,
Journal of Communication Manageme¥xibl. 9, No. 2, 108-119.



118

Dawson, John (2006) Retail trends in EuropeRetailing in 2% century - current and
future trends ed. by Manfred Krafft —Murali K. Mantrala, 41-58
Springer: Berlin.

Dawson, John (2001) Strategy and opportunism imjEgan retail internationalisation,
British Journal of Managemenvol. 12, No 4, 253—-266.

Dawson, John (2000) Viewpoint: retailer power, nfanturer power, competition and
some questions of economic analysigernational Journal of Retail &
Distribution Managemend¥/ol. 28, No. 1, 5-8.

Dellaportas, Steven — Gibson, Kathy — Alagiah, Ratr- Hutchinson, Marion — Leung,
Philomena — Homrigh, David van (2003}thics, governance and
accountability - a professional perspectivB' ed. John Wiley & Sons:
Milton, QLD.

Dobson, Paul W. — Clarke, Roger — Davies, Steph@éfaterson, Michael (2001) Buyer
power and its impact in competition in the foodaredistribution sector of
the European Uniordournal of Industry, Competition and Tradeol. 1,
No. 3, 247-281.

Elg, UIf (2003) Retail market orientation: a preiimary framework, International
Journal of Retail & Distribution Managemenfol. 31, No. 2, 107-117.

Elkington, John (1999Cannibals with forks - the triple bottom line of*2tentury
businessPaperback edition. Capstone Publishing Ltd: Gkfor

Elkington, John — Dijk, Franceska, van (1999) Sibcizhallenged - Trends in social
reporting. In:Sustainable measures - evaluation and reporting of
environmental and social performanesl. by Martin Bennett — Peter
James — Leon Klinkers, 496-508. Greenleaf publgHaneffield.

European Retail Industry.
<http://retailindustry.about.com/od/statistics/048905b.htm>, retrieved
June 17, 2007.

Every little helps: Corporate responsibility revid®@07. Tesco PLC.
<http://www.corporateregister.com>, retrieved 23dber 2007.

Every little helps: Corporate responsibility revi@d®06. Tesco PLC.
<http://www.corporateregister.com>, retrieved 1lvBimber 2007.

Every little helps: Corporate responsibility revié@02/2003. Tesco PLC.
<http://www.corporateregister.com>, retrieved 1lvBimber 2007.

Flick, Uwe —Kardorff, Ernst von — Steinke, Ines @2) What is qualitative research?
An introduction to the field. In: Aompanion to qualitative researokd
by Uwe Flick — Ernst von Kardorff — Ines Steinke 13.

Foster, Nick (1994) The analysis of company docuatem. In: Qualitative methods
on organizational research: a practical guided. Catherine Cassell and
Gillian Symon, 147-166. Sage Publications: London.



119

Freeman, Edward (1995) Stakeholder thinking: tla¢esof the art. InUnderstanding
stakeholder thinking ed. by Juha Na&si, 35-46. LSR-Julkaisut Oy:
Helsinki.

Garwood, Jeanette (2006) Quantitative researchlTh@ SAGE dictionary of social
research methodsed. by Victor Jupp, 250-251. Sage Publications:
London.

Global powers of retailing 2007. Deloitte.
<http://www.deloitte.com/dtt/cda/doc/content/us_globalpowers 01220
7opt.pdf>, retrieved January 1, 2008.

Global powers of retailing 2006. Deloitte.
<http://www.deloitte.com/dtt/cda/doc/content/dtt rSamerBusiness_Glo
balPowers_021006%285%29.pdf>, retrieved Janua29ads.

Gray, Rob — Owen, Dave — Adams, Carol (199@8fcounting and accountability -
changes and challenges in corporate social andrenmental reporting
Prentice Hall Europe: Hertfordshire.

Habisch, André — Wegner, Martina (2005) Germanyei©oming the heritage of
corporatism. In:Corporate social responsibility across Eurgped. by
André Habisch — Jan Jonker — Martina Wegner — Fsaignidpeter, 111—
123. Springer: Berlin.

Hackstone, David — Milne, Markus (1996) Some deteamts of social and
environmental disclosures in New Zealand compani&sgounting,
Auditing & Accountability JournalVol. 9, No. 1, 77-108.

Haddock, Janet (2005) Consumer influence on intdyased corporate communication
of environmental activities: the UK food sectBrjtish Food JournalVol.
107, No. 10, 792-805.

Idowu, Samule — Towler, Brian (2004) A comparataealysis of the contents of
corporate social responsibility reports of UK comiga, Management of
Environmental Quality: An International JournaVol. 15, No. 4, 420-
437.

Inspiring healthy lives: Interim social corporatesponsibility report 2005. Royal
Ahold. <http://www.corporateregister.com>, retrie\@3 October 2007.

Jenkins, Heledd — Yakovleva, Natalia (2006) Corfmsncial responsibility in mining
industry: Exploring trends in social and environtadilisclosureJournal
of Cleaner ProductionVol. 14, No. 3—4, 271-284.

Jones, Peter — Comfort, Daphne — Hillier, David 020 What's in store? Retail
marketing and corporate social responsibilMarketing Intelligence &
Planning Vol. 25, No. 1, 17-30.

Katz, Michael — Rosen, Harvey (199FKjicroeconimics 39 edition. McGraw-Hill:
Irwin.



120

Keeble, Justin J — Topiol, Sophie — Berkley, Sini@2003) Using indicators to measure
sustainability performance at a corporate and ptolevel, Journal of
Business Managementol. 44, No. 2/3, 149-158.

Keegan, Warren J. — Schlegelmilch, Bodo B. (20BIbbal marketing management: a
European perspectiv@earson Education Limited: Essex, England.

Kolk, Ans (2003) Trends in sustainability reportibg the Fortune global 258usiness
Strategy and the Environmereptember/October 2003, Vol. 12, No. 5,
279-291.

Korhonen, Jouni (2003) Should we measure corpa@tel responsibilityZorporate
Social Responsibility and Environmental Managem¥aot. 10, No. 1, 25—
39.

KPMG (2002) KPMG International Survey of corporatestainable reporting 200212
print. KPMG Sustainability Services: De Meern.

Krippnedorff, Klaus (1980 ontent analysis: An introduction to its methodglo§age
Publications: Beverly Hills, California.

Kyburg, Henry Jr. (1984)Theory and measuremenCambridge University Press;
Cambridge.

Laszlo, Chris (2003The sustainable company - how to get lasting viilueugh social
and environmental performancsland Press: Washington DC.

Lincoln, Yvonna — Guba, Egon (198Hpaturalistic inquiry Sage Publications: Beverly
Hills, Califormia.

Lotila, Piia (2004)Communicating corporate social responsibility - ogjing practice
in retailing. Turku School of Economics: Series Discussion Afatking
Papers K&R 6:2004: Turku.

Lukka, Kari — Kasanen, Eero (1993) Yleistettdvyydemgelma liiketaloustieteissa.
Liiketaloudellinen Aikakauskirjanro 4, 348-381.

McKinnon, Jill (1988) Reliability and validity inidld research: some strategies and
tactics,Accounting, Auditing & Accountability Journalol. 1, No. 1, 34—
54,

Merkel, Julia — Jackson, Paul — Pick, Doreén (20B&jail trends in Europe. In:
Retailing in 2% century - current and future trendsd. by Manfred Krafft
—Murali K. Mantrala, 211-224pringer: Berlin.

Miles, Matthew — Hubermas, Michael (1983)alitative data analysis: A sourcebook
of new methodsSage Publications: Beverly Hills, California.

Milne, Markus — Adler, Ralph (1999) Exploring thesliability of social and
environmental disclosures content analysis;counting, Auditing &
Accountability JournalVol. 12, No. 2, 237-256

Mintel (2004)European retail handbook: 2004/05 editiddintel: London.



121

Moon, Jeremy (2005) United Kingdom: An explicit neba@f business-society relations.
In: Corporate social responsibility across Eurqmel. by André Habisch —
Jan Jonker — Martina Wegner — René Schmidpeter6351Springer:
Berlin.

Myers, Hayley — Alexander, Nicholas (2007) The roferetail internationalisation in
the establishment of a European retail structumgrnational Journal of
Retail & Distribution Managemenvol. 35, No. 1, 6-19.

Méakela, Klaus (1990) Kvalitatiivisen aineiston anelin arviointiperusteet. In:
Kvalitatiivisen aineiston analyysi ja tulkintaed. Klaus Makela, 42-61.
Gaudeamus: Helsinki.

Neuendorff, Kimberly (2002)The content analysis guidebookage Publicatons:
Thousand Oaks, California.

Niskala, Mikael — Tarna, Kaisa (2008hteiskuntavastuun raportoinkHT-Media Oy:
Helsinki.

Niskala - Vahala - Lovio (2004)Vastuullisen yritystoiminnan kansainvaliset
suuntaviivat ja eteneminen Suomega@ventia Solutions Oy: Helsinki.

Nasi, Juha (1995) A Scandinavian approach to stdédehthinking: an analysis of its
theoretical and practical uses 1964—-1980.Understanding stakeholder
thinking, ed. by Juha Nasi, 97-115. LSR-Julkaisut Oy: &lsi

Omran, Mohammed - Atrill, Peter — Pointon, John O@O0 Shareholders versus
stakeholders: corporate mission statements andgtowesturnsBusiness
Ethics: A European Reviewol. 11, No. 4, 318-326.

Ortiz Martinez, Esther — Crowther, David (2008)4Isclosure the right way to comply
with stakeholders? The Shell caBeisiness Ethics: A European Review
Vol. 17, No. 1, 13-22.

Parkin, Michael (1999) Economics 5" edition. Addison-Wesley: Reading,
Massachusetts.

Perrini, Fransesco (2006) The Practitioner's parspe on non-financial reporting,
California Management Reviewol. 48, No. 2, 73-103.

Perrini, Fransesco (2005) Building a European partf corporate social responsibility
reporting,European Management Journ&fol. 23, No. 6, 611-627.

Piacentini, Maria — MacFayen, Lynn — Eadie, Doug(@900) Corporate social
responsibility in food retailing,International Journal of Retail &
Distribution Managemend¥/ol. 28, No. 11, 459-4609.

Porter, Michael E. — Kramer, Mark R. (2006) Strateqd Society: The link between
Compeetitive advantage and corporate social regmpbtys Harvard
Business Revieldecember, 78-92.



122

Ranganathan, Janet (1999) Signs of sustainabiNMgasuring corporate environmental
and social performance. InSustainable measures - evaluation and
reporting of environmental and social performaned. by Martin Bennett
— Peter James — Leon Klinkers, 475-495. Greenldalfghing: Sheffield.

Remes, Matti (2008) Kalis raaka-aine kurittaa elimikealaaEkonomi3/08, 22-27.

Reynolds, MaryAnn — Yuthas, Kristi (2007) Moral cissure and corporate social
responsibility reportingJournal of Business Ethic¥ol. 78, No. 1-2, 47—
64.

Rhenman, Eric (197%lenestyva yritys ja sen ymparistieilin + Goos: Helsinki.

Rhenman, Eric — Stymne, Bengt (196Byretagsledning i en féranderlig varld.
Bokforlaget Aldus / Bonniers: Stockholm.

Rohweder, Liisa (2004Yritysvastuu - kestavaa kehitystd organisaatiolastSOY:
Helsinki.

Sans, Pierre — Fontguyon, Guy de —Briz, Julian %200leat safety s a tool of
differentiation for retailers, International Journal of Retail and
Distribution, Vol. 33, No. 8, 618—-635.

Scott, John (2006) Content analysis. The SAGE dictionary of social research
methodsed. by Victor Jupp, 40—41. Sage Publications:dom

Seligman, Paul (2002) Protesters can tell you tbet mustomer trendMarketing
Society November 7, 20.

Seutamaa-Hakkarainen, Pirita (2002&)eiston tekstualisointi.
<http://www.metodix.com>, retrieved January 3, 2002

Seutamaa-Hakkarainen, Pirita (200Ralitatiivisen sisallon analyysin toteuttaminen.
<http://'www.metodix.com>, retrieved January 3, 2002

Seutamaa-Hakkarainen, Pirita (200R&aréllinen tai laadullinen tutkimusote sisallon
analyysissa<http://www.metodix.com>, retrieved January 3, 2002

Silverman, David (1997) Validity and credibility gualitative research. I@ontext and
method in qualitative researckd. by Gale Miller — Robert Dingwall, 12—
25. Sage Publications: London.

SRI Compass. <http://www.sricompass.org>, retrie®etbber 6, 2007.

Stainer, Lorice — Gully, Allan — Stainer, Allan @8 The UK food supply chain - an
ethical perspectiveBusiness Ethics: A European revieMol. 7, No. 4,
205-211.

Storebrand (2003) Industry overview. Retail. Stoaed investments SRI - March 2003.
<www.thewarehouse.co.nz/rexcomposer/files_downbsaRid=1000011
59&x=1>, retrieved October 4, 2007.



123

Suominen, heli (2008) Ruoan kallistuminen uhkaakauapua ja lietsoo vakivaltaisia
levottomuuksiaHelsingin Sanoma?6.2.2008, B1.

Sustainability report 2006. Carrefour S.A. <httpwiv.corporateregister.com>,
retrieved 23 October 2007.

Sustainability report 2005. Carrefour S.A. <httpwiv.corporateregister.com>,
retrieved 11 November 2007.

Sustainability report: Promoting socially respoisitcommerce. Practice and
performance in 2002. Carrefour S.A.
<http://www.corporateregister.com>, retrieved 13/Bimber 2007.

Sustainability in trading 2002. Metro Group. <hthpww.corporateregister.com>,
retrieved 23 October 2007.

Sustainability report 2004. Metro Group. <http:/mworporateregister.com>, retrieved
23 October 2007.

Sutherland Rahman, Sandra — Waddock, Sandra —dnddrg — Husted, Bryan (2003)
Introduction. In: Unfolding stakeholder thinking 2: relationships,
communication, reporting and performanesl. by Jorg Andriof — Sandra
Waddock — Bryan Husted — Sandra Sutherland Rah@d®. Greenleaf
Publishing Limited: Sheffield.

Swartz, Mark — Carroll, Archie (2003) Corporate iabcesponsibility: A tree-domain
approachBusiness Ethics Quartetlivol. 13, No. 4, 503-530.

Székely, Francisco — Knirsch, Marianna (2005) Resjiide leadership and corporate
social responsibility: Metrics for sustainable penfiance, Europan
Management JourngVol. 23, No. 6, 628-647.

Talvio, Cai — Valimaa, Mikko (2004y hteiskuntavastuu ja johtamindadita Publishing
Oy: Helsinki.

The Global 1000 (2004BusinessWeek
<http://www.businessweek.com/magazine/content/04H3893138.htm>,
retrieved April 17, 2008.

The Global Reporting Initiativ€2006) Sustainable Reporting Guidelines 2005-2006.

The Global Reporting Initiativé1999) Sustainability reporting guidelines - Exyi@s
draft for public comment and pilot-testing. Bustainable measures -
evaluation and reporting of environmental and sbperformance ed. by
Martin Bennett — Peter James — Leon Klinkers, 44@-4Greenleaf
publishing: Sheffield.

Tulder, Rob, van — Zwart, Alex, van der (2008)ternational business-society
management: Linking corporate responsibility and obgllisation
Routledge: Oxon.

Tulonen, Hannele (2007) Elintarvikkeiden raakalgaaineet tulevat ympari maailmaa
Helsingin sanomatiugust 27, A4.



124

Unerman, Jeffery (2000) Methodological Issues: &mibns on quantification in
corporate social reporting content analysfsgcounting, Auditing &
Accountability JournalVol. 13, No. 5, 667—-680.

Vuontisjarvi, Taru (2006) Corporate social repagtim the European context and
human resource disclosures: An analysis of Fino@hpaniesJournal of
Business Ethigsv/ol. 69, No. 4, 331-354.

Weber, Robert (1985Basic content analysisSage Publications: Beverly Hills,
California.

Whysall, Paul (2000) Addressing ethical issueseiailing: a stakeholder perspective,
The International Review of Retail, Distributionda@onsumer research
Vol. 10, No. 3, 305-318.

Wilenius, Markku (2005) Towards the age of corperaesponsibility?Emerging
challenges for the business warkltures, No. 37, 133-150.

Willis, Alan (2003) The role of the Global Repodimitiative’s sustainability reporting
guidelines in the social screening of investmedtsyrnal of Business
Ethics Vol. 43, No. 3, 233-237.

Wilson, Andrew (1999) Social reporting - developitigory and current practices. In
Sustainable measures - evaluation and reportingerofironmental and
social performanceed. by Martin Bennett — Peter James — Leon Kiliske
509-528. Greenleaf publishing: Sheffield.

Yli-Kovero, Kristiina (2008) PTT: Ruuan hinnan nogsinet hellittavat vasta ensi
syksylla.Helsingin Sanomat.4.2008, B1.

Zadek, Simon (200I0he civil corporation Earthscan Publications Ltd: London.

Zadek, Simon — Pruzan, Peter — Evans, Richard @)998roduction. In:Building
corporate accountability - emerging practices incisb and ethical
accounting, auditing and reportingds. by Simon Zadek —Peter Pruzan —
Richard Evans, 3-11. Earthscan Publications Ltadiom.

Zadek, Simon — Pruzan, Peter — Evans, Richard {{)9%Why we vount social
performance? InBuilding corporate accountability - emerging praes
in social and ethical accounting, auditing and rejprg, eds. by Simon
Zadek —Peter Pruzan —Richard Evans, 12—-34. EartiH3ghlications Ltd:
London.

Zadek, Simon — Pruzan, Peter — Evans, Richard (9898w to do it. In:Building
corporate accountability - emerging practices incisb and ethical
accounting, auditing and reportingds. by Simon Zadek —Peter Pruzan —
Richard Evans, 35-49. Earthscan Publications Léddon.



APPENDIX 1: THE EMPLOYMENT RATE OF RETAILING IN

125

EUROPE
No. of retail
employees as %
of total
NO. of employees population
1 | Austria 287 100 3,6
2 | Belgium 191 536 1,8
3 | Bulgaria 205 324 2,6
4 | Czech Republic 381 015 3,7
5 | Denmark 193 182 3,6
6 | Estonia 42 744 3,2
7 | Finland 108 408 2,1
8 | France 1691 645 2,8
9 | Germany 2 540 000 3,1
10 | Greece 483 724 4
11 | Hungary 154 173 1,5
12 | Ireland 152 419 3,8
13| ltaly 706 035 1,2
14 | Latvia 80 990 3,5
15 | Lithuania 133 500 3,9
16 | Luxembourg 14 600 3,3
17 | Netherlands 743 200 4.5
18 | Norway 184 766 4
19 | Poland 970 289 2,5
20 | Portugal 437 625 4,2
21 | Romania na na
22 | Russia 1932 000 1,3
23 | Slovak Republic 239 936 4,5
24 | Slovenia 49 787 2,5
25 | Spain 1507 862 3,5
26 | Sweden 208 637 2,3
27 | Switzerland 356 535 4,8
Average no of | Average % of
employees per | employees per
28 | UK 3 217 000 5,4 | country country
17 214 032 87,2 637 557 3

| usaA | 21 165 862 75

Source: Mintel 2004, 13




APPENDIX 2: THE LARGEST EUROPEAN RETAILERS AND THE CR REPORTING ACTIVITY

Table 13: The largest European retailers and @®Rireporting activity

Company Country of Position / mar- Sales 2006 Sales 2005 | Worldwide sales | Web pages with | CR report | Years available | If there is no report, where has the report been
origin ket share in (billion (billion Dol- 2003/2004 (€m, CR / sustain- available looked for?
Europe Dollars) lars) excl. tax) ability issues
Carrefour S.A. France 1. 99,91 104,60 70 500 yes yes 2001-2006 | _
Tesco PLC United 2. n/a 65,20 33 600 yes yes 2002-2007
Kingdom
Intermarché/ITM Entre- | France 3. n/a n/a 38 400 no no Home pages; wwiwggaporting.com;
prises www.corporateregister.com
REWE-Zentral AG Germany 4. n/a 46,80 30730 yes no Home pages; www.non-financial-reporting.de;
www.enviroreporting.com;
Www.corporateregister.com
Edeka Zentrale AG Germany 5. n/a 39,11 n/a some no Home pages; www.non-financial-reporting.de;
www.enviroreporting.com;
Www.corporateregister.com
Metro AG Germany 6. 75,13 69,70 28 171 yes yes 2002; 2004;
2006
Aldi Germany 7. n/a n/a 33400 no no Home pagesy.non-financial-reporting.de;
www.enviroreporting.com;
www.corporateregister.com
Ahold The - 55,31 n/a 39 400 yes yes 1998; 2000;
Netherlands 2002; 2004;
2005
Corporate Datamonitor | Datamonitor | Mintel: European
Intelligence on (2007, 22— | (2006, 14-15) | retail handbook
Retailing (2000) 26) (2004/5, 213,
Source: 253, 428, 690)

The table is formed by firstly listing all the compes in the Corporate Intelligence’s list acconigdnvith Ahold mentioned in other sources. Seconidily complementary

data from other sources was added next to the cgpeompany.
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APPENDIX 3: THE STAKEHOLDERS’ INTERESTS, RETAILERS’ EXPECTATIONS AND PRIMARY

STAKEHOLDERS

Table 14: Interests of primary stakeholders byedéht scholars

Primary Stakeholder Interests or stakeholders regarding retailers Expectations of retailers | Source
stakeholders group towards stakeholders
(Clulow 2005, (direct or indirect)
982)
X Employees Levels of pay, differences in male famdale pays, equality in opportunity in Whysall 2000, 311
promotion, testing the employees (e.g. drugs oeases), recruitment policies,
health and safety concerns, union representatidrdamands on retail staff for
longer opening hours
Safe working environment Niskala & Tarna 2003, 54
The treatment of employees: gender and ethnicsigtiay rates, benefits, holidays, Elkington & Dijk 1999,
training and information about job satisfaction 506
Staff composition, staff turnover, equality of tr@&nt, training, working hours, Perrini 2005, 615
schemes of wages, absence from work, employeesfitgrindustrial relations, in-
house communications, health and safety, pers@imselfisfaction, workers rights,
disciplinary measures and litigation
Reasonable compensation in money, recognitionyestfect, working Nasi 1995, 111
environment, inspiration, security (continuity gmetmanence), chances of
promotion
X Customers / Health & safety, pricing, privacy, vulnerability Wsall 2000, 310
Clients Environmental protection and eco-efficiency Niskala & Tarna 2003, 54
Demand of proofs on companies’ responsibility fdfon & Dijk 1999,
506
General characteristics, market development, custsatisfaction, customer Perrini 2005, 615
loyalty, product/services information and labellirghical products and services,
promotional policies, privacy
Reliability of products, product development, psicguarantee, service (spare parts Nasi 1995, 111
and garage), continuity
X Suppliers Profitability Respecting copyrights Whysall 2000, 310
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Contracts with retailers

Human rights

Niskala & Tarna 2003, 54

Supplier management policies, contractual condition

Perrini 2005, 615

Labour conditions in
supply chain

Elkington & Dijk 1999,
506

X Service Profitability Indirect impacts to the Whysall 2000, 310
(suppliers of | providers society (varies according
one kind) to the sector)
X Community Convenience: services, public facistend infrastructure; supporters of good Whysall 2000, 311-312
causes
Use of raw materials Niskala & Tarna 2003, 54
Corporate giving, direct contributions in the diffat intervention fields, Perrini 2005, 615
stakeholder engagement, relations with the medi@al community, corruption
prevention
Provide jobs; supporting charity Elkington & Dijk 1999,
506
X Society Jobs Niskala & Tarna 2003, 54
(as community) Reliability of the firm, nationality, services dfé society, social development, Nasi 1995, 111
economic expectations (salaries and taxes)
X Owners, Future wealth
shareholders Capital stock formation, shareholders’/ partnees,rating performance, corporate Perrini 2005, 615
governance, benefits and services, investor reigtio
Economic expectations: dividends/yields for investis, price trends for shares, Nasi 1995, 111
possibility to convert shares into money, forthcogniree issue of bonus shares,
other benefits for the shareholders
Other expectations: authority, prestige, membershgdministrative bodies.
X Financial Capital increase High interest rates in loans ~ Whysall 2000, 311
(investors) community / Financial surplus value Ethical investment Niskala & Tarna 2003, 5
Investors Gain profits in a sustainable manner; more inforomat Demand of responsible | Elkington & Dijk 1999,
funds 506
Lenders Loan servicing, reliability, permanenamtmuity, growth, adaptability to genera Nasi 1995, 111
economic policy
Relations with banks, insurance companies and diaaimstitutions Perrini 2005, 615
Managers Career development Whysall 2000, 311
Landlords Wealth

Whysall 2000, 311
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Activists /

Rights

Whysall 2000, 311

NGOs Diversity; consumer protection Niskala & Tarna 2003, 54
Mass media Product safety Niskala & Tarna 2003, 54
Government National economy Legislation Whysall 2000, 311
Taxes and duties, relations with local authorit@sjes of conducts and compliance Perrini 2005, 615
with laws,
contributions, benefits or easy term financing
Competitors Market share Market share

Whysall 2000, 311
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APPENDIX 4: DECISION RULES ASSESSING THE SOCIAL DIM ENSION OF CORPORATE RESPONSIBILITY

Table 15: The themes and sub themes of social dilmeiof corporate responsibility and stakeholdergrests

Numbering
by theme

Themes of socia
dimension of corporatg
responsibility

Description

Decision rules

Codes

assigned
by the
author of
the thesis

=

and
in

Human rights
labour conditions
the supply chain

Information about human rights and labour condgiam the supply chain i
general

nHLS

=
-

Human rights

Human
conventions and declarations: United Natig
(UN) Universal Declaration on Human Righ
and its Protocols; UN
International Covenant on Civil and Politig
Rights; UN  Convention:
Covenant on Economic, Social and Culty
Rights; ILO Declaration on Fundament
Principles and Rights at Work of 1998; t
Vienna Declaration and Programme

Action. Information on human rights usua
consist of the following: investment ar
procurement practices, non-discriminatig
freedom of association and collecti
bargaining, abolition of forced labour al
compulsory labour, Complaints and grievar
practices, security practices and indigen
rights. (Global reporting Initiative 2006, 32)

rights are defined by sevefdhformation on compliance and violence of humaitsg

Convention:

International

ns
ts

al

ral
al
he
of
ly
d
n,
Ve
nd
ce
bUS

HUM

1.2

Supply chain

Supply chain consist of upstream a|nd Informationceoning sourcing, manufacturing and overseas mrpple.g.

SCM

130



management downstream organisations that form | &air trade, factory monitoring
network. They conduct different activities jinformation about supply chain auditing and manag@m
order to produce products and services |f®elations with supply base
consumers. Managing the supply chain| is
cooperating and distributing informatiop.
(Stainer et al. 1998, 206) Information abgu
the supply chain management should |be
accountable and transparent.
1.3 Sourcing from local Information concerning sourcing from local supier producers. SLS
suppliers
1.3 Labour conditions Labour conditions of the employees may vaiynformation about labour conditions, practices dadent work: LCO
depending on the country and region. Labp@hild labour, working conditions, health and safebpnded labour, slave
conditions in the supply chain concern thiabour, prison labour, fair wages, home workingeftom of association, living
companies supplying goods and services|foonditions in dormitories, care for employees. (8boand 2003, 4-5).
the company. In addition to describing the
current situation, information about labour
conditions should also include suppliefs’
actions to improve working circumstances.
(Modified from Hackstone and Milne 1996,
106;
Modified from Storebrand 2003, 4-5)
2 Employment issues Employment issues are related to companysformation about employment issues in general EMP
relations with its direct employees, i.e. .the
employees within the legal entity.
2.1 Employment  related Employment related policies andnformation on employment of minorities or women: EPE
policies and| empowerment are concerned with the positidRecruitment or employing racial minorities and/oomen; disclosure of
empowerment of minorities and women in the companypercentage or number of minority and/or women eye#s in the workforc

Policies might include plans how to tack
sexual harassment or affirmative action, |
quotas for women or minorities. (Modifie
from Hackstone and Milne 1996, 106;
modified from Storebrand 2003, 4-5)

l@nd/or in the various managerial levels; goalsnfigmority representation in th
kevorkforce; programme for the advancement or mirewitin the workplace
dinformation on the employment of other special ries¢ groups, e.g. th

advancement statistics (Hackstone and Milne 1996).1

Information about employees with disabilities, eoygles’ gender an

handicapped, ex-convicts or former drug addictscldsures about internal
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sexuality, age, race and culture sensitive infoionat

Information about raising the awareness of emplsyaigout minorities an
equality (Storebrand 2003, 4-5).

Information about employer ensuring equal employimepportunities and
informing workers about employees’ rights (CIAA 2039).

2.2 Employee training Employees are trained and their skills afémployee education and training: ETR
developed, and it benefits both the employénformation about training employees through in$®u programmes;
and the employee (CIAA 2002, 40). information about giving financial assistance to péogyees in educational

institutions or continuing education courses; infation about the
establishment of trainee centres (Hackstone andeMib96, 106).

2.3 Employee In addition to payroll employees might hay&mployee assistance/benefits: ERB
remuneration and| other benefits from working in the compapynformation on the assistance or guidance to engasywho are in the proceps
benefits (modified from Hackstone and Milne 19960f retiring or who have been made redundant; infdiom on staff

106; accommodation/staff home ownership schemes; infoomaon recreationa
Modified from Storebrand 2003, 4-5). activities/facilities
Employee remuneration:
Information on amount and/or percentage figuressflaries, wages, PAYE
taxes, superannuation; information on any poliolgigctives/reasons for the
company’s remuneration package/schemes
Employee share purchase schemes:
Information on the existence of or amount and vatdieshares offered tp
employees under a share purchase scheme or pgmsigramme; providing
any other profit sharing schemes
(Hackstone and Milne 1996, 106).
Payroll giving (Storebrand 2003, 4-5).

2.4 Information about| In order to form a coherent picture of th&mployee profiles: EIN

employees company’'s current employment issugdnformation on the number of employees in the comypend/or at each branch/
employers  collect information  aboytsubsidiary; information on the occupations/manaderievels involved;

employees. (Adams et al. 1991, 14-22) information on the disposition of staff — where #taff are stationed and the

number involved; statistics on the number of stdif§ length of service in the

assets per employee and sales per employee; irforman the qualifications
of employees recruited (Hackstone and Milne 1996).1

company and their age groups; information on pepleyee statistics, e.g.
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2.5 Employee morale Employers engage in various actions in ord&mployee morale: EMO
to improve job satisfaction and employpé&formation on the company/management’s relatigmskiith the employees ip
motivation (modified from Hackstone andan effort to improve job satisfaction and employeetivation; information or
Milne 1996, 106-107). the stability of the workers’ jobs and the companfgiture; information on the

availability of a separate employee report; infatiora about any awards fqr
effective communication with employees; informatiabout communication
with employees on management styles and managepnegtammes whick
may directly affect the employees (Hackstone anthé11996, 106—-107).
2.6 Employee health and The working conditions of employees are|iEmployee and occupational health and safety: EHS
safety the power of the company (Adams et al. 1998educing or eliminating pollutants, irritants, orazards in the worl
11). environment; promoting employee safety and physical mental health
disclosing accident statistics; complying with hleadnd safety standards apd
regulations; receiving a safety award; establishing safety|
department/committee/policy; conducting researchinbprove work safety
providing low cost health (Hackstone and Milne 199@6).
2.7 Employee work-lifg The work-life balance of employees, e.g. [Henprovements to the general working conditions thhn the factories and fgr EWL
balance support for families, and the improvements ithe office staff; information and statistics on doyee turnover; informatiot]
health and safety of employees (modifiedbout support for day-care, maternity and patedesye (Hackstone and Milne
from Hackstone and Milne 1996, 107). 1996, 107).
2.8 Employee downsizing Downsizing and restructuring of a companynformation on the re-organization of the comparsgdssions/branches whighEDR
and restructuring its impacts and the actions by the comparmaffect the staff in any way;
towards its staff (modified from Hackstonerhe closing down of any part of the organizatidm tesultant redundanci¢s
and Milne 1996, 107). created, and any relocation/retraining efforts mhglethe company to retain
staff (Hackstone and Milne 1996, 107).

3 Product responsibility | Product responsibility in general including @linformation about consumer products and produgiaesibility in general PRE
or parts of its sub themes. Meeting the consumer needs (CIAA 2002, 33).

3.1 Food security Food security means the access to safe [dnébrmation about ensuring food security FSE

adequate food supply. The issue of fg
security is integral to food and drink indust
and the industry has been contributing i

ohformation on food sales
yinformation on consumers’ buying behaviour
hto

innovating means to guarantee food secu

ity.
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The available income affects the fo
security, and in some developing natig
people do not have a secure food sup
(CIAA 2002, 33)

bd
ns

Dly.

3.2 Food regulatory| Complying with the regulations and rulesnformation about complying and violating the fomdjulations FRF
framework regarding food is a fixed condition for
sustainable business. Creating effective and
efficient regulatory system is in the interest|of
all. (CIAA 2002, 36)
3.3 Food: health and| Consumers need information about {himformation on health and nutrition impacts of puots FHN
nutrition ingredients of the food they purchase and itsformation on genetically manipulated food
companies’ obligation to provide it, since thénformation on organic food
ingredients of food products influence the
health of the consumer. Food and drink
industry is also involved in campaigns
promoting healthy diets. The concept ofl a
healthy diet varies between countries, cultyres
and individual’s condition etc. For instange,
in developing countries the focus s pn
sufficient nutrition, where as in developgd
countries the emphasis lies in healthier
consumption habits. (CIAA 2002, 37)

3.4 Product development | The product development guarantees ¢.Broduct development: PDE
better products and more efficient meang fthe amount/percentage figures of research and al@wveint expenditure and/or
serve the customers (modified fronits benefits; information on any research projes#s up by the company fo
Hackstone and Milne 1996, 107). improve its product in any way (Hackstone and Mili®96, 107).

3.5 Product safety Product safety is guaranteed with complyijnBroduct safety: PSA
with the safety standards. The risk of fopthformation on whether products meet applicablestyaftandards; making
being contaminated is diminished by elgroducts safer for consumers; conducting safetgareh on the companyis
partnership programmes, but in general foqmtoducts; information on improved or more sanitgsyocedures in the
safety is not an outcome of a single actions:processing and preparation of products; informatinrthe safety of the firm’'s

is a result of continuous risk assessmsd
management and communication (CIA

emtroduct (Hackstone and Milne 1996, 107).
\A-ood safety:
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2002, 34-35).

Information about risk assessmenbag@ment and communication concern
food safety (CIAA 2002, 35).

ng

3.6 Product quality Product quality is a central theme in makingroduct quality: PQU
sustainable business, since without qudlitpformation on the quality of the firm’'s products eeflected in prizes/awards
products the likelihood of sustainingreceived; verifiable information that the quality the firm’'s product hag
customers is low. Food quality can péncreased (e.g. ISO 9000) (Hackstone and Milne 19208).
understood as the satisfaction of consumeifsbod quality:
regarding the products (CIAA 2002, 38). Information on consumers’ satisfaction with foodoghucts, information o

quality controls, management methods, productiggtCIAA 2002, 38).

3.7 Fair trade products Fair trade products are produced differentiynformation about the products labelled as faidérésales, products etc.) PFT
compared to mainstream products traged
customary. Fair trade products aim [in
delivering benefits to the small producers|in
developing countries. The benefits for
producers are transparent negotiatigns,
information and price premiums. (Bird &

Hughes 1997, 159)

3.8 Animal tested producty Animal tests are conducted to find quinformation about the products with animal testing PAT
whether a product is safe to use, however |t is
costly and morally suspicious. The consumers
consider moral dilemmas in the light pf
relevance of the tests, possible alternativeq for
tests as well as need for new products, which
have to be tested using animals. (Adams gt al
1998, 34)

4 Voluntary actions Voluntary actions include financial aid amdPhilanthropy and volunteerism VAC
actions that company conducts on voluntpi§upporting charities, volunteering by staff
basis (Adams et al. 1998, 23). Information on technology transfer and investmergrerging economies

5 Stakeholders and Stakeholder dialogue is seen as an importadnformation about general stakeholder relationspantability and stakeholderSSA

society tool in finding out stakeholders’ viewsdialogue

(Niskala & Tarna 2003). Additionally

, Corporate objectives/policies:

company may have existing policies how

tGeneral information on corporate objectives/poticielating to the socig
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conduct the dialogue (modified fro
Hackstone and Milne 1996, 108).

mresponsibility of the company to the various segimenf society; any other
information that relates to the social respongipitif the company (Hackstone
and Milne 1996, 108).

5.1 Stakeholder Relations to political parties and actors |a3isclosing/reporting to groups in society (otherarth shareholders andSIN
involvement well as with authorities is an important issuemployees, consumers, NGOSs, labour unions) e.gergments, authorities
to consider since there might be conflicts| dfnodified from: Hackstone and Milne 1996, 108).
interest (Adams et al., 37-40).
5.2 Community Companies are seen contributing the lgc&ommunity development and involvement: CIN
involvement community in several ways. They mightnformation on donations of cash, products or erygdoservices to suppoyt
support voluntary actions in the logakstablished community; information on activitiesyeets, organizationg,
community, provide jobs for challengededucation and the arts; information on summer ot-frae employment of
workers. Additionally  they  provide students; information on sponsoring public healtojgrts; information on
information about company’s actions in|aiding medical research; information on sponsoragicational conferences,
transparent dialogue with the communityseminars or art exhibits; information on fundindhaarship programmes ar
(Modified from Hackstone and Milne 1996 activities; information on other special communitglated activities, e.d.
107-108). opening the company’s facilities to the public; omhation on supporting
national pride/government sponsored campaignsfritdtion on supporting the
development or local industries or community progmes and activities
(Hackstone and Milne 1996, 107—-108).
Local communities:
Information on the relationships with local storeighbours and community
(Storebrand 2003, 4-5).
5.3 Customer relations By customer relations it is meant the actigrisformation how to take into consideration of cusers with disabilities, race CRE
the company takes to guarantee fhend culture, gender and sexuality, age, healttsafety
appropriate treatment of its customerdnformation on how to raise the awareness of corsam
Additionally there might be e.g. campaigns|t¢Storebrand 2003, 4-5)
raise the awareness of consumers in ceftain
issues. (modified from Storebrand 2003, 4-5)
5.4 Relations with non{ Non-governmental organisations (NGOs) nmjayformation about the dialogue and actions with -gomernmental RNG

governmental
organisations

be seen as the society’s social and eth
consciousness. The NGO relations incly
various issues, e.g. meetings and cooperd

iaaiganisations
de

tion

A

in raising the awareness of community. CI/
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2002, 42)

5.5

Industrial relations

Company’s industrial relations include tragéndustrial relations:

and labour unions (Adams et al. 14-15) arddformation on the company’s relationship with ®adnions and/or workers;
other business associations. information on any strikes, industrial actions/aitiés and the resultant losses
in terms of time and productivity; information omw industrial action was

reduced/negotiated (Hackstone and Milne 1996, 107).
Information on partnerships and associations wilkeiobusinesses.
Information on competitors

RIN

5.6

Relations with
financial community

Financial community consist of shareholdgrsnformation on the relations with the corporate cwmity such as investor
i.e. owners, and investors, who both finanpdé&torebrand 2003, 4-5).
the company and expect get returns for theformation on retaining by index(es) for sustaieatevelopment (CIAA 2002
investment (Niskala & Tarna 2003, 54; Nasi2).

1995, 111). T

SRFC

Trade with tyrannical
regimes

If the company is trading form countries witlinformation on possible trade with tyrannical regan
dictatorship or oppressive regimes, the

conditions of the citizens in the tyranniqal

regime are affected, e.g. by supporting the

oppressive politics (Adams et al. 1991, 43—

46).

TTR

Non-sustainable
industries

All the industries handling weapons, alcohplpformation on liaisons with non-sustainable indigst (defence and weapor
tobacco, gambling and pornography aralcohol, tobacco, gambling and pornography) (Bantigtames 1999, 45-46).
considered as non-sustainable (Bennett| &

James 1999, 45-46).

sNSI

137




APPENDIX 5: SYNTHESIS OF STAKEHOLDER THEORY AND SOC IAL DIMENSION OF CORPORATE
RESPONSIBILITY IN EUROPEAN FOOD RETAILING

Table 16: Synthesis of stakeholder theory and sdoi@ension of corporate responsibility in Européand retailing

Stakeholder groups
X: high interest
(X): intermediate interest
No X: low interest

4 Themes of| Decision rules for social dimension
2 spcial . *
B dimension of @ o > 9
> | corporate o) o & = S
£ | responsibility 3 g L g S
o o 7] s S 3 -
S S > S o < Reasoning
S L O wn O n
z
Human rights | Information about human rights and labour condgiam the supply chain in (X) X X .
1 Corporation’s employees are
and labour | general ) -
- : interested of the working
conditions in :
the supply environment other workers relate
; to them, but not necessarily as
chain -
much as they are interested abou
1.1 | Human rights | Information on compliance and violence of humaitsg (X) their own working environment
1.2 | Supply chain| Information concerning sourcing, manufacturing anetrseas suppliers, e.g. (X) X X Suppliers are affected by the
. g demands of consumers
management | fair trade, factory monitoring c the driving f
Information about supply chain auditing and managgm bor?szmﬁrs are the nfvmg olr(?e
Relations with supply base ehind the pressure of complying
the international standards
1.3 | Sourcing Information concerning sourcing from local supgier producers X X X Community is interested in local
from local sourcing due to the interest in jobp.
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suppliers » Suppliers are affected by the loca
sourcing policy.

* Customers are interested in
products produced near to them.

Labour Employee and occupational health and safety: (X) X X » See the discussion nextto 1.1-1.
conditions Reducing or eliminating pollutants, irritants, orazards in the worlk
environment; promoting employee safety and physical mental health
disclosing accident statistics; complying with hleednd safety standards and
regulations; receiving a safety award; establishing safety,
department/committee/policy; conducting researchinbiprove work safety
providing low cost health (Hackstone and Milne 199@6).
Information about labour conditions, practices dadent work:
Child labour, working conditions, health and safebpnded labour, slave
labour, prison labour, fair wages, home workingeftom of association, living
conditions in dormitories, care for employees. (Sboand 2003, 4-5).
Employment | Information about employment issues in general X « Employment related issues are in
issues the high interest of employees,
since they are affected by the
changes
Employment | Information on employment of minorities or women: X (X) » Equal treatment of community’s
related Recruitment or employing racial minorities and/oomen; disclosure of potential workforce, e.g. disabled

154

policies and| percentage or number of minority and/or women egg#s in the workforce people and the amount of women
empowerment| and/or in the various managerial levels; goalsnfiamority representation in th employed, is in the interest of the
workforce; programme for the advancement or mirexitn the workplace community.

information on the employment of other special ries¢ groups, e.g. th
handicapped, ex-convicts or former drug addictscldsures about interna
advancement statistics (Hackstone and Milne 1996).1
Information about employees with disabilities, eoysles’ gender angd
sexuality, age, race and culture sensitive infoiwnat
Information about raising the awareness of emplsyaeout minorities and
equality (Storebrand 2003, 4-5).
Information about employer ensuring equal employimepportunities and
informing workers about employees’ rights (CIAA 20B39).

)

= (D
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2.2

Employee
training

Employee education and training:

Information about training employees through in$®u programmes;

information about giving financial assistance to plogyees in educationa
institutions or continuing education courses; infation about the
establishment of trainee centres (Hackstone andeMib96, 106).

2.3

Employee
remuneration
and benefits

Employee assistance/benefits:

Information on the assistance or guidance to eng@sywho are in the proce
of retiring or who have been made redundant; infdiom on staff
accommodation/staff home ownership schemes; infoomaon recreationa
activities/facilities

Employee remuneration;

Information on amount and/or percentage figuressilaries, wages, PAY
taxes, superannuation; information on any policigigctives/reasons for th
company’s remuneration package/schemes

Employee share purchase schemes:

Information on the existence of or amount and vabfieshares offered t
employees under a share purchase scheme or pgmsigramme; providing
any other profit sharing schemes
(Hackstone and Milne 1996, 106).
Payroll giving (Storebrand 2003, 4-5).

¢ Shareholders: remuneration affeg
company’s finances (expenses).

ts

2.4

Information
about
employees

Employee profiles:

Information on the number of employees in the camypand/or at each branc
subsidiary; information on the occupations/manajerievels involved;
information on the disposition of staff — where ttaff are stationed and tk
number involved; statistics on the number of stdf§ length of service in th

company and their age groups; information on pepleyee statistics, e.g.

assets per employee and sales per employee; irtfonman the qualifications
of employees recruited (Hackstone and Milne 1996)1

X)

e Community: interest in the amour
of job provided by the company

2.5

Employee
morale

Employee morale:

Information on the company/management’s relatigrskiith the employees i
an effort to improve job satisfaction and employeativation; information on
the stability of the workers’ jobs and the companfgiture; information on th
availability of a separate employee report; infatiora about any awards fg

=

1%

-

(X)

» Shareholders: Profitability of a
company is influenced by the job
satisfaction of employees

¢ Consumers: concerned about
labour conditions
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effective communication with employees; informatiabout communicatiov|1
with employees on management styles and managepmegtammes which
may directly affect the employees (Hackstone anith@11996, 106—-107).

ed

2.6 | Employee Employee and occupational health and safety: X » Consumers: concerned about
health and| Reducing or eliminating pollutants, irritants, oraziards in the worl labour conditions
safety environment; promoting employee safety and physiocal mental health
disclosing accident statistics; complying with hleednd safety standards and
regulations; receiving a safety award; establishing safety
department/committee/policy; conducting researchinbprove work safety
providing low cost health (Hackstone and Milne 199@6).
2.7 | Employee Improvements to the general working conditions thbo the factories and fgr X X » Consumers: concerned about
work-life the office staff; information and statistics on doyee turnover; information labour conditions
balance about support for day-care, maternity and patelrilye (Hackstone and Milne * Shareholders: changes in employ
1996, 107). structure affects company’s
finances (expenses).
2.8 | Employee Information on the re-organization of the comparsgdssions/branches whigh X X » Consumers: concerned about
downsizing affect the staff in any way; labour conditions
and The closing down of any part of the organizatidie tesultant redundanci¢s « Community: interest in the amour|
restructuring | created, and any relocation/retraining efforts mhglethe company to retain of job provided by the company
staff (Hackstone and Milne 1996, 107). « Shareholders: changes in employ]
structure affects company’s
finances (expenses).
3 Product Information about consumer products and produgarsibility in general (X) » Consumers: the products purchas
responsibility | Meeting the consumer needs (CIAA 2002, 33). affect e.g. their living standards,
health and safety
¢ Suppliers: supply the products an
are affected by the criteria for
product responsibility and
consumers’ demands
3.1 | Food security | Information about ensuring food security (X) (X) | « Shareholders: interested about th

Information on food sales

information about sales of produc

[s
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Information on consumers’ buying behaviour

3.2 | Food Information about complying and violating the foedjulations xX)
regulatory
framework
3.3 | Food: health| Information on health and nutrition impacts of puots X)
and nutrition | Information on genetically manipulated food
Information on organic food
3.4 | Product Product development: (X)
development | The amount/percentage figures of research and af@weint expenditure and/or
its benefits; information on any research projesss up by the company to
improve its product in any way (Hackstone and Mili®®6, 107).
3.5 | Product safety] Product safety: (X)
Information on whether products meet applicablestyaktandards; making
products safer for consumers; conducting safetgamesi on the companyis
products; information on improved or more sanitggyocedures in the
processing and preparation of products; informatiorthe safety of the firm's
product (Hackstone and Milne 1996, 107).
Food safety:
Information about risk assessment, management@mdhcinication concerning
food safety (CIAA 2002, 35).
3.6 | Product Product quality: (X)
quality Information on the quality of the firm’'s products eeflected in prizes/awards
received; verifiable information that the quality the firm’'s product has
increased (e.g. ISO 9000) (Hackstone and Milne 19208).
Food quality:
Information on consumers’ satisfaction with foodogucts, information o
quality controls, management methods, productriiggtCIAA 2002, 38).
3.7 | Fair trade | Information about the products labelled as faidérésales, products etc.) (X
products
3.8 | Animal tested Information about the products with animal testing (X)

products
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hd

hd

Information on how to raise the awareness of comsam

4 Voluntary Philanthropy and volunteerism X) « Community values the company 4
actions Supporting charities, volunteering by staff a supporter of a good cause
¢ Consumers demand proof of
company’s responsibility
5 Stakeholders | Information about general stakeholder relationspantability and stakeholder X * All stakeholders expect to be ablg
and society dialogue to communicate their interests
Corporate objectives/policies: through stakeholder dialogue
General information on corporate objectives/poficielating to the socigl
responsibility of the company to the various segsef society; any other
information that relates to the social respongipbitif the company (Hackstone
and Milne 1996, 108).
5.1 | Stakeholder | Disclosing/reporting to groups in society (otherarth shareholders and » Community: interested in the
involvement | employees, consumers, NGOs, labour unions) e.gergowents, authorities dialogue between the company a
(modified from: Hackstone and Milne 1996, 108). the surrounding community
5.2 | Community | Community development and involvement: (X) » Community: interested in the
involvement | Information on donations of cash, products or erygdoservices to suppoft dialogue between the company a
established community; information on activitiesyemlts, organizationg, the surrounding community
education and the arts; information on summer at-trae employment of « Consumers interested in voluntar
students; information on sponsoring public healtbjgrts; information or actions of company
aiding medical research; information on sponsomalgicational conferenceg,
seminars or art exhibits; information on fundindha@arship programmes ar
activities; information on other special communitglated activities, e.d.
opening the company’s facilities to the public; orrhation on supporting
national pride/government sponsored campaignstrimdton on supporting the
development or local industries or community progmes and activities
(Hackstone and Milne 1996, 107-108).
Local communities:
Information on the relationships with local storeighbours and community
(Storebrand 2003, 4-5).
5.3 | Customer Information how to take into consideration of cumtws with disabilities, race X » Customers and community:
relations and culture, gender and sexuality, age, healttsafety customers and the community

involved in stakeholder dialogue
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5.4 | Relations with| Information about the dialogue and actions with -gomernmenta » Community: interested in the
non- organisations dialogue between the company and
governmental the surrounding community
organisations
5.5 | Industrial Industrial relations: Community: interested in the
relations Information on the company'’s relationship with t&adnions and/or workers; dialogue between the company and
information on any strikes, industrial actions/aitiés and the resultant losses the surrounding community
in terms of time and productivity; information omwh industrial action was Employeesiabour union
reduced/negotiated (Hackstone and Milne 1996, 107). negotiations
Information on partnerships and associations wiltieiobusinesses. Community: affect the
Information on competitors y- attec .
employment within the community
5.6 | Relations with| Information on the relations with the corporate caumity such as investors Shareholders: the company’s
financial (Storebrand 2003, 4-5). (X) (X) relationship with its investors and
community Information on retaining by index(es) for sustaileatevelopment (CIAA 2002, information related to it
42). Customers’ and communities:
interest in sustainable indexes
6 Trade  with| Information on possible trade with tyrannical regsn X X Consumers: the labour conditions
tyrannical of workers in tyrannical regimes
regimes Suppliers: sourcing from tyrannical
regimes may affect the business
7 Non- Information on liaisons with non-sustainable indiest (defence and weapons, X X Consumers: alcohol and tobacco
sustainable alcohol, tobacco, gambling and pornography) (Benfagdiames 1999, 45-46). affect the human health, but they
industries are sold in food stores. Thus the

harmful products are available to
large consumer masses.

Suppliers of tobacco and alcohol
are affected by any restrictions in
availability of respective products
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APPENDIX 6: DECISION RULES FOR CORPORATE
RESPONSIBILITY MEASURES

The definition of a measure(discussed in chapter 2)

. A measure indicates the level of the corporateaesipility performance and
identifiable stage of corporate responsibility prsses.

. A result of measure is a CR measure, if it claimsticate the level of CR of
the measured company and it claims to be a reBaltreeasurement process.

. CR measure is an outline of a situation regardmegspecific issue.

. Any measurement unit is acceptable (Vuontisjand&®B39).

. Reported compliance of externally developed externally or internally
developed code of conduct, initiative, guidelinganslard, policy, relevant
management system as well as awards from thirdepadre regarded as
measures, since they indicate the stage of theepsatescribed.

. A mere goal, aim or value of corporate responsibid not a measure.

. Only mentioning the development of a code of cohduic. or joining one, is
not regarded as a measure.

Code for a measuren
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APPENDIX 7: AN EXAMPLE OF A CODED SHEET FROM AN

ANALYSED REPORT

14 2005 Sustainability Report

* 25 million customers
per day in our sfores

* 12,028 stores (all formats)
worldwide

* 80,000 listed products
in a France Hypermarket

* 436,474 employees élN/ﬂ;\
* 30% women monugersﬁw’
* 21,905 employees surveyed

in 2005 m()rm\_

= 5,025 franchise stores worldwide
* 41.78% of stores operated as
franchises

+ 16 pariner-franchisee countries
and teritories

- Betwoen 4,000 SV~ T
and 15,000 suppliers,
depending on the country

* 156-30% of sales are from banner
or own brands, depending on the
country $CM -1wn

* 41,849 Camefour Quality Line

producers in the world m -0

Communities

« 1,394 stores opened in 2005
(all formats)

* 1.7 million euros in gifts
for assistance and reconstruction
following the December 2004

tsunami VAC' o

* 461,000 shareholders

ReC-tm

Congu(’

To provide our cusfomers
the best price combined
with the best sales offering
in every banner in every
country.

To provide our employees
with an opporiunity

to flourish in a climate of
confidence, with the chance
for development, ond with
mofivating work and pay.

To provide our associate,
franchise and affilicte pariners
with the fop banners and
brands, commercial know-
how, purchasing power

and constanily improving
fechniques.

To provide our suppliers with
ouflets, knowledge of the
customers, and cooperation

in arder fo improve products
within the framework of lasfing,
fair relationships.

To provide local ond national
public quthorities with a
concrete commitment fo
being a good, responsible
economic citizen in the life of
the community.

To provide our shareholders
with profitability throughout
their investment and the sort
of growth prospecis fo be
expected from an infemational,
muiti-format group.

o gl

* To guarantee product quality and safety PQ\')
e

* To strengthen environmental considerations in the design
of our products and packaging and develop product lines
that respect environmental and social criteria

* To respect the customer’s freedom of choice
* To guarantes customer safely at our sites CRE

* To raise awareness ond support our customers fowords
responsible consumption

* To promote diversity and equal opporfunity within -CPE
the company

* To guarantee respect for humon rights intemally EPE -
Hol
* To guerantee the safely of personnet on our sites
g fety of p E“S

* To promote the sharing of best practices between countries
and banners

* To promote each individual’s fraining, prospects,
and, more parficularly, awareness regarding our vision
of the world, values, goals, policies and concem for
sustoinable development o

* To convey our know-how

* To promote access fo a franchise for our employees

= To contribute fo locat economic development by creating
companies

* To raise pariners’ awareness regarding the Group’s
sustainable development policy

« To sirengthen our parinerships with local companies
in every counfry QU S
* To promote fair relationships with suppliers S‘UA

* To offer export support SCM

* To guarantee respect for Human rights in the supply chain for

our products H'VM

« To promote fraceability and ethical supplies M

* To systemaiize diclogue step by step with our stakeholders
SS

* To strengthen consideration for the environment in logistics

* To reduce environmental impact related to the construction
and operation of stores, including impact related to our
commercial publications end catalogues

* To foster social solidarity ¢~ ¢ N

 To improve our fransporency through suitable

communications % C_

* To complete and exiend our system of reports to ensure
regular monitoring with relevant performance indicators

EC

Figure 21: An example of a coded page (Carrefo06204)
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APPENDIX 8: DECISION RULES FOR VALIDITY, RELIABILIT Y
AND COMPARABILITY

1. Validity
1.1.Importance
1.1.1. The relevance in general
o Indifferent: It is not possible to benchmark the as@e or
communicate a target value for it.
o Low: The measure does not have a benchmark or d& goa
communicated.
0 High: The measure has a benchmark or a goal conuauieoi.
1.1.2. The relevance to stakeholders (see appendix hédetailed decision
rules)
o Indifferent: The measure dos not address any retagaues for the
stakeholder group.
0 Low: The measure addresses some relevant issuesthéor
stakeholder group.
o High: The measure addresses relevant issues fostékeholder
group.
1.2. Limitation of a measured entity
. It might be important to the stakeholder groupriolude also (a) other
business entities to the measure, e.g. the sugpéetions, or (b) more
information than there is presented (e.g. a broadample or a case).
o Indifferent: The boarders of the measured entigyiasufficient for
the stakeholder group.
o Low: The boarders of the measured entity are soraesdifficient
for the stakeholder group.
o High: The boarders of the measured entity are @afft for the
stakeholder group.
1.3.Relevant to the context
o Indifferent. The measure is not relevant for thekeholder group
due to the context where the measure is used.
o Low: The measure is somewhat relevant for the &talkler group
due to the context where the measure is used.
o High: The measure is relevant for the stakeholdeu due to the
context where the measure is used.

Stakeholders:
Employees, customers, community, suppliers ancebotders.
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2. Reliability
2.1. A measure based on a reliable standard/guidelitiefine
0 Weak: No.
0 Intermediate: Partially.
0 Strong: Yes.

Table 17: Judging the reliability of a measure wheés based on a standard, guideline,
reporting guideline, initiative or principle.

Is the measure used because of a guideline, im@jaeporting guideline, standard or
a principle?
Or is the measure an award BYBarty?

Yes Partially No

—~— _

Is the reliability of the process of forming the asare described in the used standard
or in the report or the award?

No

Yes
! X

Is it clear, what the process of forming a measifte

Yes Partially No
R P X
R =reliable

P = partially reliable
X = non-reliable
- = no value




2.2. A repeatability of a measure

o Weak: No.

0 Intermediate: Partially.
0 Strong: Yes.

Table 18: Judging the repeatability of a measure.

149

May the outcome of a measure be obtained agaief®ating the measurement

process?

Yes No

v X

Do the surroundings manipulate the result?

Yes No

v R

Is it clear, how the surroundings distort the onte@

Yes Partially No

R P X

R = reliable

P = partially reliable
X = non-reliable
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2.3. The difficulty of using a measure
0o Weak: No.
0 Intermediate: Partially
0 Strong: Yes.

Table 19: Judging the reliability of a measure whensidering the difficulty of using a
measure in gaining an outcome

When considering the measure, does the measure@tmesake value judgements
rather than using data free of values?

No

Yes
l R

May the value judgements affect the outcome of asue=?

Yes No

v R

Is it clear, how the values affect the outcome?

Yes Partially No
R P X
R =reliable

P = partially reliable
X = non-reliable




2.4. The technique of forming a measure

o Weak: No.

0 Intermediate: Partially

0 Strong: Yes.

Table 20: Judging the technique of a measure
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Is it clear which data has been estimated and wiashbeen calculated?

Yes

Partially

No

~—

.

X

Are the data measurement techniques adequatelsilmis$or is it possible to estimat

how the measure would have been formed?

11%

Yes Partially No
R P X
R =reliable

P = partially reliable
X = non-reliable
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2.5. External assurance
0 Weak: No.
0 Intermediate: Partially
0 Strong: Yes.

Table 21: Judging the reliability of a measure wloaking at the external verification
of a measure.

Is the report externally verified?

Yes Partially No

v X

Is clear, which parts are externally verified?

No

Yes
l x

Is the measurement process of the particular measaernally verified?

Yes Partially No
R P X
R = reliable

P = partially reliable
X = non-reliable
- = no value
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2.6 is evaluated if the result from test 2.5 is kvea

2.6. The original source of the information
o Weak: No.
o0 Intermediate: Partially
0 Strong: Yes.

Table 22: Judging the reliability of a measure whensidering the original source of
the information (the evidence to support the outeaithe measure)

Is the source of the information identifiable?

Yes Partially No

v X

Is it clear how the information is obtained?

Yes Partially No
R P X

R = reliable
P = partially reliable
X = non-reliable

- =no value
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3. Comparability
3.1. The measure compared to other companies' measuths same issue
o Weak: No.
0 Intermediate: Partially
0 Strong: Yes.

Table 23: Judging the comparability of a measute/den companies

Has the issue been measured in another company?

Yes No

—~—— ‘

Is the same measure used?

Yes No

C v

May the outcome of the measure be converted iotm@arable measure?

Yes Partially No
C P X

C = comparable
P = Partially comparable
X = non-reliable
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3.2. The measure compared to the same measure withaothpany over time
0 Weak: No.
0 Intermediate: Partially
0 Strong: Yes.

Table 24: Judging the comparability in-company

Has the issue been measured before in the compaley axamination?

Yes No

v X

Is the same measure used?

Yes

No
C !

May the outcome of the measure be converted iotm@arable measure?

Yes Partially No
C P X

C = comparable
P = Partially comparable
X = non-reliable




3.3.The changes in a measuring process are explained

o Weak:

No.

0 Intermediate: Partially
0 Strong: Yes.

Table 25: Judging the possible changes in a measure
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Has the process of measuring the issue been chaoggzhred to previous reports?

Yes

No

No data / the issue n(
measured before

Dt

v C, if the issue
has been

measured before

Have the changes bee explained?

Yes Partially No
C P X

C = comparable
P = Partially comparable
X = non-reliable
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APPENDIX 9: OVERALL VALIDITY, RELIABILITY AND
COMPARABILITY

Table 26: The appropriateness of a measure aslesys from validity, reliability and

comparability tests

Measure X
1. VALIDITY High Low validity | Indifferent
validity validity Overall validity
1.1 Importance 0,1
1.1.1 The relevance in general
1.1.2 The relevance to stakeholders 0, 1/5, 2/5 etc., 1/4, 2/4 etc. 1/3, 2/3 etc
1/2,1
Employees
Communities
Suppliers
Customers,
Investors
1.2 Limitation of a measured entity _
Employees
Communities
Suppliers
Customers,
Investors
1.3 Relevant to the context 0, 1/5, 2/5 etc., 1/4, 2/4 etc. 1/3, 2/3 etc
1/2,11
Employees
Communities
Suppliers
Customers,
Investors
2. RELIABILITY Partially Non-existent
Reliable reliable reliability Overall reliability
2.1 A measure based on a reliable
standard/guideline/initiative 0.1
2.2 A transparent process of gaining 8
measure 0,1
2.3 The difficulty of forming a measure 01
2.4 Technique of a measure 0,1
2.5 External assurance
0,1
2.6 The original source of the
information 0,1
3. COMPARABILITY Partially Non-existent
Comparable| comparable | comparability Overall comparability

3.1 The measure compared to other

companies' measures on the same issue

0,1
3.2 The measure compared to the same
measure within the company over time 01
3.3 The changes in measuring process
are explained 0,1

Appropriateness of a

measure

0, 1/5, 2/5 etc., 1/4, 2/4 etc., 1/3, 2/3 etc., 1/2/5, 2/5 etc.,

11/4,2/4 etc.,11/3,2/3 etc., 11/2,21/5... ...

3.6.

/3
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From the resultsthe most appropriate measures are ranked by asgpssverall
validity, reliability and comparabilityThis is done byanking each sectoi.e. validity,
reliability, comparability,with a value of 1 for each test scoring the best. high
validity, reliable or comparabl¢hus maximum value being the number of tests ih eac
sector,except for validity, where test regarding stakebddd interests is not used for
the overall evaluation and the awarded value malebe than one depending on the
number of high validity from each test. The testifderests is left out since its results
are determined by the interest towards tiremeassessed to the measure, not other
aspects determining validity. Including the intéresvards the theme may distort the
overall validity if not eliminated, because one ofithree of the overall validity would
be determined by the theme.

The value awarded for overall validity may be ldsmn one if the test results for all
stakeholders is not the same but there is higheys)uor validity. For instance, if the
measure has relevance to two stakeholder groupsyriyi one of them considers the
context highly valid, the value is thé@®2. If there would be two stakeholder groups out
of three assessing validity as high, the value ddeal2/3 etc.
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APPENDIX 10: CLUSTERS OF TYPES OF MEASURES

Table 27: Clusters of the measures introduced atyaad data

Description of a cluster Sub cluster Codes Notes
Frequency of issues FREQ
(number of actions taking
place)
Number of people (e.g.| FNPP
employees)
People involved or FPIN

influenced by an action
(e.g. employees in
training, stakeholders
involved, people
affected by charity)

Quantity of issues (e.g.| FNIS
sales, product lines,
stores, charity
programs)

Amounts of money used AMON
(e.g. charity, personnel
issues, investments in

social dimension of CR)

Key ratios, e.g. means KRAT

Scaled and/or combined SCIN
information (e.g. no of
employees in full-time
equivalents, level of

quality)

Results from surveys, RSUR May be
studies and inquiries (ow overlapping with
or external) other codes

=]

Ratios, mostly in per RATI
cents

Dynamic indicators DYNA
communicating change
(increase, decrease)

Position/Success of a POSI
company (awarded or
compared to other
companies)

Existence of a third party TPRE
reference, i.e.
sustainability index, fund
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APPENDIX 11: ALL MEASURES GAINING HIGHER THAN TWO
AS THE VALUE OF OVERALL VALIDITY

Table 28: Presentation of all measures from albrispanalysed gaining value of higher
than two as the overall validity

[3)
| §| §| % > 2|3
e S S T | o =
El o| 5| 3 S| 2|8
c = < o Z|e g
2 5| 3| & A
o € S g 5 gl g
Company, 2 S ol g
reporting year F Measure description o
Ahold 2005 3 | EMP| ERB | AMON Amount: Salaries and wages (€)
Ahold 2005 3 | EMP| ERB | AMON Amount: Pension expenses (€)
Ahold 2005 3 | EMP| ERB | AMON Amount: Total employee benefit expenses (€)
Metro 2004 i | EMP | ERB | AMON Amount of pensions and support schemes (€
Metro 2004 i | EMP | ERB | AMON Amount of total wages and salaries (€)
Metro 2004 i | EMP | ERB | AMON Amount of total personnel expenses (€)
Metro 2006 2 | EMP| ERB | AMON Amount of total personnel expenses (€)
Metro 2006 2 | EMP| ERB | AMON Amount of total wages and salaries (€)
Metro 2006 2 | EMP| ERB | AMON Amount of pensions and support schemes (€
Ahold 2005 3 | EMP| ERB | AMON Amount: Social security charges (€)
70 | PRE| FHN AMON Amount of purchase of organic (own brand or re
Carrefour 2006 banner) food products (€ million) - Group
2 | EMP| ERB AMON Amount of total social insurance contributions e
Metro 2006 (€)
67 | EMP| EPE ENPP No of employees recognized as disabled work
Carrefour 2006 (results by zone and format)
Tesco 2006 48 | EMP| EHS| RATI % of decrease in reportable accident rate
60 | HLS | SCM % of suppliers meeting Nature's Choice sche
Tesco 2006 RATI requirements
Tesco 2006 65| PRE| FHN RATI % of own-brand products genetically manipulat
67 | EMP| ETR SCIN % of training (rate), results by country *No of
Carrefour 2006 hours of training/number of hours worked
67 | EMP| EHS % of absence due to work-related and on-the-w
SCIN to-work accidents* (rate), results by country *No
hours of absence due to a work-related
Carrefour 2006 accident/number of hours worked
70 | PRE| PFT AMON Amount of purchase of own-brand and nationa
Carrefour 2006 brand fair-trade products (€ million) - Group
Carrefour 2006 71| EMP) EMO SCIN | % of absence due to work-related accidentsufer]
Ahold 2005 3 | EMP| ERB | AMON | Amount: Share-based compensation expenses
Metro 2006 2 | EMP| EIN | RATI % of employees in Asia & Africa
Metro 2006 2 | EMP| EIN | RATI % of employees in Germany
Metro 2006 2 | EMP| EIN | RATI % of employees in Eastern Europe
Metro 2006 2 | EMP| EIN | RATI % of employees in Western Europe
Tesco 2007 20 | EMP| EMO RATI % experienced staff staying
61 | PRE| FHN-
FSE | RATI % of increase in sales of healthy products
Tesco 2007
14 | HSL | SCM| RSUR-| Tesco survey results: % rating Tesco trustwort
Tesco 2007 RATI etc. 3
16 | HLS | SCM| RSUS- % of respondents believing Tesco to be fair... 2
Tesco 2006 RATI Supplier survey results 3
16 | HLS | SCM| RSUS- | % of respondents stating that they are paid on ti 2
Tesco 2006 RATI Supplier survey results 3




16 | HLS | SCM| RSUS-| % of respondents thinking Tesco professional.. 2
Tesco 2006 RATI Supplier survey results 3
18 | EMP| EPE| RSUR-| Statistical difference in job satisfaction survthe 0
Tesco 2007 SCIN level / female employees under 25 & over 45 3
16 | HLS | SCM| RSUS- % of respondents clear with feedback system 0
Tesco 2006 RATI Supplier survey results 3
16 | HLS | SCM| RSUS- % of respondents thinking buyers are availabl 0
Tesco 2006 RATI when needed / Supplier survey results 3
39 | SSA| RFC TPRE 3rd party vote result concerning Metro's relatio 2 0
Metro 2006 with investors (the position of Metro)
Tesco 2006 17 | SSA| SIN | AMON Amount of contributions to political parties 1 2
Tesco 2006 46 | SSA| CRE| POSI Award: Tommy's parent friendly awards 200 1 2
Tesco 2006 21| SSA| RFC ?SS:E Index: Tesco sector leader in BiTC CR Index 1 2
Tesco 2006 65| PRE| FHN RATI % of GM feed / organic products 1 2
2 | SSA| RIN Ranking in Fortune magazine listing for most 1 0
Carrefour 2005 POS| sustainable companies
Tesco 2006 46 | SSA| CRE| POS Award: Best online shopping 1 0
26 | HLS | SCM| RSUS- % of unnecessary costs in supply chain, vario 1 0
Tesco 2006 RATI products / study by IGD
54 | PRE| PQU Level of quality procedure: Very good / 0 2
SCIN Hypermarkets, Supermarkets, Convenience, C
Carrefour 2005 & Carry
54 | PRE| PQU SCIN Level of quality procedure: Very good / Hard 0 2
Carrefour 2005 discount
54 | PRE| PQU SCIN Level of quality procedure: Low / Hypermarket 0 2
Carrefour 2005 Supermarkets, Convenience, Cash & Carry
54 | PRE| PQU SCIN Level of quality procedure: Good / Hypermarket 0 2
Carrefour 2005 Supermarkets, Convenience, Cash & Carry
21 | PRE| PQU SCIN Level of quality procedure for controlled food 0 2
Carrefour 2005 products (in no of countries)
64 | PRE| PQU Level of quality procedure: Very good / 0] 2
SCIN Hypermarkets, Supermarkets,
Carrefour 2006 Convenience, Cash & Carry
64 | PRE| PQU SCIN Level of quality procedure: Very good / Hard 0 2
Carrefour 2006 discount
64 | PRE| PQU Level of quality procedure: Low / Hypermarket 0| 2
SCIN Supermarkets,
Carrefour 2006 Convenience, Cash & Carry
64 | PRE| PQU Level of quality procedure: Good / Hypermarket| 0] 2
SCIN Supermarkets,
Carrefour 2006 Convenience, Cash & Carry
Carrefour 2006 64 | PRE| PQU SCIN Level of quality procedure: Low / Hard discoun 0 0
Carrefour 2006 64 | PRE| PQU SCIN Level of quality procedure: Good / Hard discou
61| PRE] FHN- Sales of organic produce / Position compared
FSE FNIS other retailers
Tesco 2006
Metro 2006 2 | EMP 1 EIN FNPP No of employees, total / the METRO Group
Metro 2004 I | EMP EIN FNIS Average age of employees / Germany
Metro 2006 2 | EMP 1 EIN FNIS Average no of years working with Metro Groug 1?2 2
Metro 2004 | EMP EIN FNPP No of vocational trainees / Germany 132 2
Metro 2006 2 | EMP| EIN FNPP No of employees / Germany 132 2
Metro 2006 2 | EMP| EIN FNPP No of employees / abroad 1?2 2
Metro 2006 2 | EMP 1 EIN FNPP Average age of employees / Germany 132 2
Metro 2006 2 | EMP| EIN | FNPP No of vocational trainees / Germany 2 2
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Metro 2004 I | EMP EIN KRAT Average no of years working with Metro Group
Metro 2004 : EMP | EIN RATI % of men in work force
Metro 2004 I | EMP EIN RATI % of women in work force
Metro 2006 2 | EMP | EIN RATI % of women in work force
Metro 2006 2 | EMP| EIN RATI % of men in work force
Ahold 2004 4 | EMP)| EIN SCIN No of associates in full-time equivalents (fage)
Ahold 2005 3 | EMP| EIN SCIN Average no of employees in full time equivaten

29 | EMP| EIN SCIN Average no of employees in full-time equivalent
Ahold 2005 Stop & Shop/Giant-Landover Arena

29 | EMP| EIN SCIN Average no of employees in full-time equivalent
Ahold 2005 /Giant-Carlisle/Tops Arena

29 | EMP| EIN SCIN Average no of employees in full-time equivalent
Ahold 2005 BI-LO/Bruno’s Arena

29 | EMP| EIN SCIN Average no of employees in full-time equivalent:
Ahold 2005 Albert Heijn Arena

29 | EMP| EIN SCIN Average no of employees in full-time equivalent
Ahold 2005 Central Europe Arena

29 | EMP| EIN SCIN Average no of employees in full-time equivalent
Ahold 2005 Total retail

29 | EMP| EIN SCIN Average no of employees in full-time equivalent
Ahold 2005 u.s.

29 | EMP| EIN SCIN Average no of employees in full-time equivalent
Ahold 2005 Deli XL

29 | EMP| EIN SCIN Average no of employees in full-time equivalent
Ahold 2005 total foodservice

29 | EMP| EIN SCIN Average no of employees in full-time equivalent:
Ahold 2005 Group Support Office

29 | EMP| EIN SCIN Average no of employees in full-time equivalent
Ahold 2005 Ahold group

36 | SSA| CIN No of countries involved in handling solidarity
Carrefour 2006 FNIS actions on national level

29 | EMP| EIN SCIN Average no of employees in full-time equivalent
Ahold 2005 Schuitema

29 | EMP| EIN SCIN Average no of employees in full-time equivalent:
Ahold 2005 Other retall

1 | PRE| FSE AMON Amount of net sales (€) / Group

Ahold 2005




