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Abstract

Awareness of sustainability, climate change and social issues is rapidly increasing around the world.
Society, governmental and non-governmental organizations, among other stakeholders, are
continuously demanding companies to take on more responsibility for the economic, environmental,
and social impacts caused by business. Systematic and proactive approach to management of
corporate social responsibility (CSR) can aid companies to cope with those demands.
CSR management is complex and multidimensional, and it requires involvement from various
company functions. Thus, it is not a simple task for any company, let alone for small and mediumsized enterprises (SMEs). Therefore, the objective of this thesis is to examine CSR reporting process
as a tool for CSR management in SMEs. This was based on a hypothesis that the CSR reporting
process would help SMEs to understand and manage CSR more systematically. Subsequently, Global
Reporting Initiative (GRI) was chosen as the CSR reporting framework to be applied in this thesis.
This thesis follows participatory action research approach because it is particularly suitable for
development-oriented research in which multiple research methods need to be used. Furthermore,
participatory action research supports continuous cooperation between the researcher and the case
company, as well as employee engagement, which were essential to the empirical part of this thesis.
Multiple methods used in this action research include an extensive literature review, organizing a
workshop in a case company, comparative analysis of other companies’ CSR reports, and developing
a customized guidebook for continuous CSR reporting process in accordance with GRI standards.
Results of this research indicate that CSR reporting process, especially following a framework such as
GRI, can raise SMEs' awareness of various CSR issues and CSR management in general. Stakeholder
and topic materiality analyses can be beneficial tools for SMEs in the beginning of CSR management.
However, the results also demonstrate that SMEs encounter significant challenges in CSR reporting
due to broadness of reporting frameworks and heterogeneity of SMEs. Attempts to narrow down or
simplify the reporting process may lead to inaccurate and unreliable outcomes. Therefore, the
reporting process should be customized to fit the company-specific context of each SME.
This thesis describes the development of the case company’s CSR management through use of CSR
reporting process as a tool. The research demonstrates that participatory action research is a suitable
approach for studying CSR reporting process as a management tool in SMEs. However,
generalization of the results would be inappropriate due to heterogeneity of SMEs, and the nonreplicable nature of participatory action research.
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6
1

INTRODUCTION

Governments, NGOs, and consumers, among other stakeholders, are increasingly
interested in sustainability and corporate social responsibility (CSR). Year 2015 can
be regarded as a tipping point in global sustainability because of the Paris Agreement
on climate change mitigation and the launch of United Nations’ Sustainable
Development Goals (SDGs), which have been widely adopted and integrated into
business strategies of many companies around the world. (e.g., Coronado Robles &
Angus, 2021; Factor, Ulhøi & Romm, 2021a, p. 17.) Currently, global megatrends
indicate that awareness of environmental and social issues is still continuously
growing in society, and consequently, companies are confronted with escalating
external pressures to become more sustainable (Project Management Institute, 2022).
The focus of this thesis is on CSR management in the context of small and mediumsized enterprises (SMEs) because, despite the significance of SMEs’ cumulative
impacts to global sustainability, previous research on CSR has focused mainly on large
multinational corporations (Factor, Ulhøi & Romm, 2021b, p. 27; Global Reporting
Initiative, 2018). CSR in the context of SMEs is an important topic because there is a
growing demand for SMEs to take on more responsibility regarding CSR; for example,
the European Union is currently developing a new directive with the intent of making
CSR reporting mandatory for all listed companies, including SMEs (European
Commission, 2021b). Moreover, global megatrends related to CSR indicate major
shifts in the economic environment, including changed attitudes and decision-making
in governmental, corporate and consumer levels (Esposito & Tse, 2018). As many
modern SMEs operate within the global economy, they are not immune to the effects
of global megatrends. Next, two major megatrends related to CSR will be introduced.
According to Project Management Institute’s (2022) analysis of global megatrends,
climate crisis has remained a major megatrend due to continuous growth of global
awareness regarding environmental issues. Therefore, society is constantly calling for
companies to take on more responsibility for improving environmental sustainability.
Furthermore, in the European Union (EU), the goals for COVID-19 recovery funds
have been linked to the goals of the EU’s European Green Deal, which are focused on
environment and climate change migitation. (European Commission, 2021a; European
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Commission, 2021c; Koipijärvi & Kuvaja, 2020, p. 41.) In addition, Project
Management Institute named another megatrend “Civil, civic and equality
movements”, in relation to increases in social protests worldwide. Reasons behind this
megatrend include, for example, unstable economic conditions due to the COVID-19
pandemic and increased inequalities in society. From the perspective of CSR, this
megatrend clearly highlights the growing importance of social inclusion, equality, and
diversity. Project Management Institute stated that in corporate contexts, women and
ethnic minorities are still at a disadvantage regarding remuneration and positions at the
higher levels of companies. However, this megatrend suggests that society is going to
continue to demand more diversity and equality from companies in the future.
Due to these strong external pressures, all companies are facing demands to adopt
environmentally and socially sustainable principles and practices, instead of focusing
only on the economic bottom line. To maintain a good reputation, companies need to
go beyond the minimum requirements of laws and regulations by accepting ethics as
an inseparable part of modern business, and by adopting a proactive approach to CSR
management (Bärlund & Perko, 2013, p. 28–29; Freeman, Martin & Parmar, 2020, p.
24). The integration of CSR should start from the core business strategy and values of
a company to ensure that all policies and practices support social responsibility
(Koipijärvi & Kuvaja, 2020, p. 159; Kuisma, 2015, p. 46; Liappis, Pentikäinen &
Vanhala, 2019, p. 165). In the best case, a CSR-oriented business strategy can become
a great competitive advantage (Beal, 2014, p. 64; Belas, Çera, Dvorský & Čepel, 2021;
Bini & Bellucci, 2020, p. 130; Cantele & Zardini, 2018). However, to gain such
benefits, a company must communicate about its CSR efforts with its stakeholders.
CSR reporting is a common method used by companies to enhance transparency and
communicate with stakeholders about the company’s strategy and operations in
connection to CSR. Topics in CSR reporting are usually related to environmental,
social, and economic perspectives, also known as the triple bottom line (Székely &
vom Brocke, 2017). Active, consistent, and comprehensive CSR reporting can be
linked to enhanced legitimacy and corporate reputation (Khan, Hassan, Harrison &
Tarbert, 2020; Lock & Seele, 2016; Nikolaeva & Bicho, 2011; Rodríguez-Gutiérrez,
Guerrero-Baena, Luque-Vílchez & Castilla-Polo, 2021). However, the process of CSR
reporting can also generate other practical benefits, such as increased engagement and
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support from employees (Bapat & Upadhyay, 2021; Lythreatis, Mostafa & Wang,
2019; Simpson, Robertson & White, 2020; Tarquinio & Xhindole, 2022) and detailed
knowledge about the company’s CSR performance with the possibility to track the
progress of various CSR efforts over time (Kuisma, 2015, pp. 202–203; Searcy &
Buslovich, 2014; Tarquinio & Xhindole, 2022).
1.1

Aim of the research and research gap

Due to the growing importance of CSR and increasing expectations from various
stakeholders, companies need to manage CSR systematically in order to achieve the
best results. However, CSR is a complex and multidimensional concept, and therefore,
CSR management is by no means an easy endeavor for companies, let alone SMEs
which are often lacking the necessary resources, time and expertise (e.g., Bjartmarz &
Pedersen, 2015, p. 104; Global Reporting Initiative, 2018; Sundström, Hyder &
Chowdhury, 2020). Moreover, SMEs may become legally obligated to report on CSR
in the near future due to development of new regulations (e.g., European Commission,
2021b). Therefore, the researcher had an incentive to study the process of developing
CSR management in SMEs. Furthermore, objective was to examine utilization of CSR
reporting process as a CSR management tool because the researcher expected that the
process would help SMEs to understand and manage CSR more systematically.
Previous research on CSR management and CSR reporting has focused mostly on the
context of large multinational corporations, whereas SMEs have not received as much
attention (Factor et al., 2021b, p. 27; Global Reporting Initiative, 2018). Furthermore,
utilization of the process of CSR reporting as a management tool has not been studied
extensively, although there are some exceptions (e.g., Searcy & Buslovich, 2014;
Tarquinio & Xhindole, 2022). However, previous research on CSR reporting process
as a management tool has not focused specifically on SMEs, which indicated that there
was a gap in research regarding this point of view. To address this research gap, the
aim of this thesis was to develop a new perspective on SMEs’ CSR management
through utilization of CSR reporting process as a management tool.
On one hand, the researcher anticipated that the CSR reporting process could help
SMEs to identify the most relevant CSR issues in their own contexts, and by following
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the CSR reporting process SMEs could also develop a systematic and continuous
approach to CSR management. On the other hand, the researcher also suspected that
adopting and implementing the CSR reporting process would require some resources
and effort from SMEs, and the extent of such requirements could have a significant
impact on SMEs’ willingness to utilize CSR reporting process as a management tool.
Based on the above-mentioned objectives of this research, the following research
question was formed: What are the advantages and challenges of using CSR reporting
process as a tool for CSR management in SMEs?
1.2

Research design

Participatory action research was chosen as an appropriate approach for this research
because the research objectives required the utilization of multiple research methods
and cooperation between the researcher and the case company (e.g., Coghlan &
Brydon-Miller, 2014; Erro-Garcés & Alfaro-Tanco, 2020). In the beginning, the
researcher conducted an extensive literature review on the subjects of CSR and
concepts related to it, CSR management, CSR reporting process, and CSR
management and reporting in the context of SMEs.
GRI standards were chosen as the CSR reporting framework to be examined in this
thesis because the GRI standards include comprehensive instructions for the CSR
reporting process, and the standards could also be adapted to the context of SMEs
(Rodríguez-Gutiérrez et al., 2021; Torelli, Balluchi & Furlotti, 2020). Subsequently,
in accordance with stakeholder theory and the GRI framework, a workshop was
conducted in the case company in which a stakeholder analysis and a CSR topic
materiality analysis were carried out (Freeman, 1984, pp. 25–26; Koipijärvi & Kuvaja,
2020, pp. 106–107; Kuisma, 2015, p. 71; Louche, 2015, p. 225). Furthermore, a
comparative analysis of other companies’ CSR reports was conducted for
benchmarking purposes. Finally, a guidebook to CSR reporting in accordance with
GRI standards was developed by the researcher and presented to the case company.
All in all, this research can be described as both descriptive and normative within the
limited context of its research design.
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The empirical research for this thesis was conducted with a case company PaaPii
Design, which is a fast-growing textile and clothing SME located in Finland, but the
company operates also in international markets. Although PaaPii had actively
practiced CSR in many ways during the last 10 years that the company has existed,
there had been a lack of a systematic approach to manage and communicate PaaPii’s
CSR efforts to stakeholders in a transparent and efficient manner. Before this study,
PaaPii had created only one CSR report based on the requirements of a specific Finnish
NGO. Thus, development of a systematic approach to CSR management through
utilization of CSR reporting process as a tool was proposed by the researcher.
1.3

Structure of the thesis

After the introduction, this thesis proceeds with the theoretical framework which is
presented in the main chapters from 2 to 5. In the second chapter, the concept of
corporate social responsibility is discussed through different definitions of CSR,
including the concepts of pyramid of CSR, triple bottom line and strategic CSR. In
addition, concepts that are closely related to CSR are discussed, and connections
between these concepts and CSR are analyzed. The related concepts discussed in this
thesis are sustainability and sustainable development, stakeholder theory, creating
shared value and business ethics.
Subsequently, the third chapter focuses on CSR management with a discussion
regarding CSR management in the organizational level, followed by descriptions of
the roles of different corporate functions in CSR management. Finally, development
of a comprehensive CSR strategy is discussed. Next, in the fourth chapter, CSR
reporting process is examined. Included in this chapter are discussions about the
current state of CSR reporting and legislation, using the CSR reporting process as a
management tool, challenges in CSR reporting and GRI standards for CSR reporting.
In the fifth chapter, which is also the final theoretical chapter, the focus is on CSR
management and reporting in the context of SMEs, including discussions about the
objectives, benefits and challenges that are particular to SMEs.
In chapter 6, the research methods and results of the empirical research are discussed.
Due to the nature of this study following participatory action research approach,
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multiple research methods were used, which is why the researcher determined that the
most logical and cohesive way to present the results was to include them directly after
the description of each research method. Therefore, the decision was made to integrate
research methods and results into a single chapter. As a result, the sixth chapter begins
with discussion about participatory action research, followed by descriptions of
research methods and results. The methods and results discussed in chapter 6 include
cooperation with the case company, benchmarking other companies’ CSR reports, and
development of the guidebook and its presentation. Finally, chapter 7 includes
discussions about the research results, research methods and research process, and
lastly, final conclusions.
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2

CORPORATE SOCIAL RESPONSIBILITY

Corporate social responsibility (CSR) is fundamentally related to the interaction
between a company and the society in which the company operates in. Companies
create impacts, both positive and negative, to society and environment. But similarly,
society and environment can create various impacts that affect companies and the
business environment. Companies cannot operate in isolation from the surrounding
society. Instead, companies of all sizes must stay alert to changes in their environment
and determine how those changes can impact their business. Global megatrends, such
as globalization, diminishing resources and climate change reinforce the importance
of CSR because various stakeholders are increasingly demanding more responsibility
from all organizations, including SMEs (Esposito & Tse, 2018; European
Commission, 2021b; Niskala, Tarna-Mani, Puroila & Pajunen, 2019, p. 9.)
2.1

Definition of CSR

Corporate social responsibility is a complex concept that has been understood and
defined in many ways, and there is no true consensus on CSR definition; instead, the
definition is constantly debated and evolving (e.g., Beal, 2014, pp. 2–5; Carroll &
Brown, 2018, p. 41; Crowther & Seifi, 2018, p. 10; Sun, Stewart & Pollard, 2010, p.
4). Furthermore, CSR is commonly used also as an umbrella term that can refer to
numerous different approaches and concepts (Beal, 2014, p. 60; Carroll & Brown,
2018, p. 39; Hemingway, 2019, p. 16). These concepts are discussed further in chapter
2.2 Related concepts. However, before that, this chapter introduces some of the most
frequently cited and applied CSR theories and models, including the pyramid of CSR,
triple bottom line approach, and strategic CSR.
2.1.1 Pyramid of CSR
Carroll’s (1991) pyramid of CSR, portrayed in Figure 1, is one of the most frequently
used models used for the purpose of defining CSR. According to Carroll, companies’
responsibilities to society have been discussed and debated since the 1960s, and the
concept of CSR has been evolving ever since. Masoud (2017) claimed that the origins
of CSR literature go as far back as the 1950s. Nonetheless, Carroll’s pyramid of CSR
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was published in 1991 as an illustration of his four-part CSR framework including
economic, legal, ethical, and philanthropic responsibilities. The CSR framework itself
had been created much earlier from the basis of past CSR research (Carroll, 1979).

Philanthropic
responsibilities

Ethical responsibilities

Legal responsibilities

Economic responsibilities
Figure 1. Carroll’s pyramid of CSR (adapted from Carroll, 1991).

The pyramid of CSR has been criticized for prioritizing economic responsibilities over
other categories, which would imply that companies may disregard legal or ethical
responsibilities in pursuit of profit (e.g., Baden, 2016). Baden proposed a new
arrangement with the following order of priority: (1) ethical responsibilities, (2) legal
responsibilities, (3) economic responsibilities, and (4) philanthropic responsibilities.
Furthermore, critics have also argued that the pyramid of CSR pays no attention to
neither environmental responsibilities nor cultural differences that affect perceptions
of CSR, and that the theoretical reasoning behind the four responsibility categories is
lacking (Masoud, 2017; Meynhardt & Gomez, 2019; Visser, 2010, p. 249).
After the original publication, Carroll has further elaborated on his concept of the
pyramid. For example, Carroll (2016) emphasized that the role of ethics is important
throughout the pyramid, and that the pyramid should not be viewed as a hierarchy or
a sequence; instead, all parts of the pyramid should be executed simultaneously.
Furthermore, Carroll mentioned that the pyramid of CSR is one perspective on CSR,
alongside other similar concepts, such as sustainability, stakeholder management,
creating shared value and business ethics. In this research, the aim was to develop a
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comprehensive approach to CSR. Therefore, in line with Carroll’s view, all different
responsibilities and dimensions of CSR needed to be considered simultaneously.
2.1.2 Triple bottom line
Another widely used CSR concept is the triple bottom line, which highlights three
important perspectives that companies should focus on: social, environmental, and
economic bottom lines of the company. In this research, the aim was to understand
CSR comprehensively, and the triple bottom line approach provides an additional
perspective on different dimensions of CSR. The term itself was popularized by
Elkington (1997), although similar ideas had been presented much earlier, for example,
in the context of sustainable development by World Commission on Environment and
Development (WCED) in 1987 (Elkington, 1997, p. 70; Hernández, 2021, p. 25). The
WCED definition of sustainable development will be discussed further in chapter 2.2.1
Sustainability and sustainable development.
According to Elkington (1997, pp. 71–74), objective of the triple bottom line concept
is to measure and manage all three bottom lines concurrently, and optimally with an
integrated approach. He stated that in contrast to the traditional approach to business
management, in which primary focus is on financial capital and physical assets, the
triple bottom line approach requires equal consideration of other forms of capital, such
as natural, social, and human capital. Hernández (2021, p. 25) stated that the three
dimensions of the triple bottom line are also known as people, planet, and profit.
According to Hernández, the triple bottom line is essentially recognized as an
accounting standard, and the three dimensions have been used by both public and
private sector organizations to measure performance since the 1980’s.
In their study regarding companies’ triple bottom line from 2003 to 2013, Walker, Yu
and Zhang (2020) discovered that the three dimensions are interconnected since good
performance in one dimension was linked to good performance in the other two
dimensions as well. Similarly, they found that weak performance in one dimension
was connected to weak performance in the other dimensions. Therefore, Walker et al.
argued that the economic, environmental, and social dimensions of the triple bottom
line are mutually supportive, and objectives related to all three dimensions can be
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accomplished simultaneously. On the other hand, a study by Svensson et al. (2018)
indicated that the economic dimension had a strong impact on the social dimension,
but not on the environmental dimension. However, they discovered that the social
dimension had a strong impact on the environmental dimension. Therefore, Svensson
et al. argued that the social dimension can be seen as an indirect mediating effect
between the economic and environmental dimensions. In addition, Walker et al.
noticed that the importance of social and environmental dimensions has grown over
time, whereas the importance of economic dimension has remained relatively stable.
According to Walker et al., the importance of social and environmental dimensions
started to increase after the Great Recession in 2007–2009. Similarly, they highlighted
that the interconnectedness of all three dimensions has been increasing over time.
Although there have been many other attempts to categorize CSR, Księżak and
Fischbach (2018) argued that the triple bottom line classification which has
distinguished economic, environmental, and social dimensions is still valid. According
to them, this categorization into three dimensions could be argued to be overly
generalized, but on the other hand, all important aspects of CSR can be attributed to
these three dimensions. Therefore, along with its connection to CSR reporting, the
triple bottom line has been adopted in this research as the primary description of CSR.
2.1.3 Strategic CSR
Strategic CSR is a concept in which economic performance, or sometimes value
creation, is emphasized as a fundamental part of the equation alongside social and
environmental performance of a company. Beal (2014, pp. 62–64) explained that in
strategic CSR, practice of CSR is expected to create value to the company. According
to Beal, CSR can create value and increase profitability in many ways, but in general,
the ways of value creation can be divided into four categories: (1) reduction of cost
and risk, (2) competitive advantage and profit maximization, (3) legitimacy and
reputation, and (4) synergistic co-creation of value. On the other hand, critics have
claimed that strategic CSR is superficial, because the main objective of strategic CSR
is to increase profits by utilizing CSR activities without any true devotion or intention
to create positive impacts to society (e.g., Türker, 2013, p. 165).
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The relationship between CSR and corporate financial performance (CFP) is one of
the main topics in strategic CSR research (e.g., Beal, 2014, pp. 62–64; Vishwanathan,
van Oosterhout, Heugens, Duran & van Essen, 2020). The question of whether CSR
can positively impact CFP, sometimes expressed as “the business case” for CSR, has
been fiercely debated in literature. Thus far, research has yielded inconclusive results,
and therefore, no definitive consensus has been reached (Beal, 2014, pp. 64–65,
Carroll & Brown, 2018, pp. 57–59). Nonetheless, evidence of CSR’s positive
influence on CFP has been found in numerous studies (e.g., Eccles, Ioannou &
Serafeim, 2014; Jia & Li, 2022; Kaul & Luo, 2018; Vishwanathan et al., 2020).
Eccles et al. (2014) conducted a study in which companies with high adoption of
sustainability practices were compared to companies with low sustainability adoption
over a period of 18 years. Their results indicated that the highly sustainable companies’
performance in terms of both accounting measures and stock market exceeded the
performance of the low sustainability companies. In addition, Eccles et al. discovered
that high sustainability companies outperformed low sustainability companies in
various other ways, of which many could indirectly affect CFP, such as stakeholder
engagement and number of long-term investors. Furthermore, Jia and Li (2022) found
evidence that high corporate sustainability performance (CSP) was positively linked
to enhanced CFP in the future through greater cash flows and earnings.
The reasons and contexts in which positive CSR-CFP relationship has been detected
have also been discussed in strategic CSR literature. According to Kaul and Luo
(2018), CSR activities have significant positive impacts on CFP if the CSR activity is
closely related to the core business of the company. Moreover, in a meta-analysis of
344 primary studies about CSR-CFP relationship, Vishwanathan et al. (2020) found
four mechanisms that account for CSR’s positive impact on CFP: improved reputation,
stakeholder reciprocation, reduced risk, and improved innovation capabilities.
Carvalho, Jonker and Dentchev (2013, pp. 9–10) argued that although strategic CSR
is sometimes presented as a new perspective on CSR, in reality, the strategic and
economic dimensions have been a part of CSR for a long time. They claimed that the
core concept and meaning behind CSR has been widely misunderstood as merely
philanthropic, despite the fact that economic responsibilities of a company have not
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been ignored in most CSR literature. According to Carvalho et al., a company cannot
base its CSR strategy on charity because the long-term economic sustainability of the
company is a far more significant responsibility from the CSR perspective.
2.2

Related concepts

Although the term CSR has been used most often in this research, other closely related
concepts, such as sustainability, sustainable development, stakeholder theory, creating
shared value, and business ethics, have also been studied by the researcher and are
considered equally important and valid. Instead of using different terms with similar
meanings throughout the text, CSR was chosen as the main term in this report, in order
to reduce complexity. Moreover, these terms and concepts have often been used
interchangeably with CSR, which is an indication that the concepts are in fact very
similar and compatible in their core meanings and purposes (Carroll & Brown, 2018,
p. 39; Hemingway, 2019, p. 16), although different concepts may implicitly emphasize
certain CSR dimensions more than others. Next, the main characteristics of concepts
similar to CSR will be described, with a particular focus on highlighting the main
similarities and differences between CSR and the concept in question.
2.2.1 Sustainability and sustainable development
One of the most widely used definitions for sustainable development, and for
sustainability in general, was published by the World Commission on Environment
and Development (WCED), also known as the Brundtland commission, in 1987
(Cavagnaro & Curiel, 2012, pp. 75–76; Portney, 2015, pp. 2–4). According to
WCED’s (1987) definition, “sustainable development is development that meets the
needs of the present without compromising the ability of future generations to meet
their own needs” (p. 40). Portney (2015, p. 4) elaborated that sustainability is mainly
concerned about Earth and its diminishing resources due to overexploitation by
humanity, and thus, sustainable development aims to find ways in which economic
growth can be achieved without causing long-term damage to the natural environment.
Traditionally, the concepts of sustainability and sustainable development have focused
predominantly on the environment and economic growth, whereas in CSR, social
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issues are evenly balanced, or even emphasized, in connection to economic and
environmental issues. However, there are clear connections between sustainable
development and CSR. For example, the concern about wellbeing of future generations
in sustainable development is also a social concern. Moreover, some authors have
identified “social sustainability” as one category among other sustainability categories
in the corporate context (e.g., Freeman et al., 2020, p. 9), and the triple bottom line
approach, which is often used as a definition of CSR, has been used widely in
sustainability literature (e.g., Cavagnaro & Curiel, 2012; Svensson et al., 2018).
Furthermore, the significance of social aspects in global sustainability discussion is
clearly displayed in United Nations’ (UN) Sustainable Development Goals (SDGs).
SDGs have received widespread attention and have been adopted by all kinds of
organizations around the world. The SDGs include 17 goals with wide-ranging topics
(United Nations, 2022). In comparison to CSR perspectives that were discussed earlier,
it is evident that the SDGs can be directly connected to CSR issues (see Table 1).
Table 1. Connections between UN’s Sustainable Development Goals and CSR.
Sustainable Development Goal (SDG)
1. No poverty
2. Zero hunger
3. Good health and well-being
4. Quality education
5. Gender equality
6. Clean water and sanitation
7. Affordable and clean energy
8. Decent work and economic growth
9. Industry, innovation and infrastructure
10. Reduced inequalities
11. Sustainable cities and communities
12. Responsible consumption and production
13. Climate action
14. Life below water
15. Life on land
16. Peace, justice and strong institutions
17. Partnerships

CSR:
Economic
yes

CSR:
Environmental
yes
yes

yes
yes
yes
yes
yes
yes
yes

yes
yes

CSR:
Social
yes
yes
yes
yes
yes
yes
yes
yes

yes
yes
yes
yes
yes
yes
yes

yes

yes
yes

Source of the SDGs: United Nations (2022)

Table 1 shows the researcher’s own analysis of the connections between SDGs and the
three categories of CSR: economic, environmental, and social responsibilities. United
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Nations’ (2022) detailed descriptions of each SDG, including associated targets and
indicators, were used by the researcher as a reference to ensure an accurate analysis.
As a result, the researcher was able to associate each SDG with at least one CSR
category, and in many cases the SDGs were connected to more than one CSR category.
2.2.2 Stakeholder theory
The prominence of SDGs in political, economic and other environments suggests that
various stakeholders are paying more attention to CSR issues. According to Freeman’s
(1984) stakeholder theory, companies should strive to satisfy the needs of all its
stakeholders, in contrast to the traditional view of business in which the primary focus
is on the shareholders. Freeman (2017, p. 3) stated that stakeholder theory views
business as a series of value-creating relationships between groups that have a stake in
the business. Thus, business is defined as the interaction between those stakeholder
groups. Freeman claimed that managers must understand, shape, and foster the valuecreating relationships between all stakeholder groups to succeed.
Freeman (1984) explained that in general terms, a broad definition of a stakeholder
can be described as “any group or individual that can affect or is affected by the
achievement of the firm’s objectives” (p. 25). He illustrated his stakeholder view of
the firm with a map in which a firm’s stakeholders have been identified (Figure 2).

Figure 2. Example of the stakeholder view of the firm (adapted from Freeman, 1984).
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However, Freeman (1984, p. 25) emphasized that this example is merely a simplified
illustration of a stakeholder map because many of the groups represented in the
example are not homogenous. For example, the expectations and needs of different
customer groups, or various special interest groups, can be substantially different from
each other. Moreover, Freeman (2017, p. 5) argued that a more precise definition
regarding who to consider a stakeholder would be neither accurate nor worthwhile
because it all depends on the context. For example, large societal issues such as climate
change and the company’s environmental footprint can be expected to be of interest to
a broad range of stakeholders, whereas other smaller issues may concern the
company’s internal stakeholders only. Nonetheless, Freeman explained that in general,
most companies do have a stakeholder relationship with financiers or shareholders,
employees, suppliers, customers, and local communities.
Freeman and Dmytriyev (2017) claimed that CSR and stakeholder theory are partly
similar, but ultimately separate concepts. They argued that the main difference is that
whereas stakeholder theory is focused on corporate responsibility which encompasses
all stakeholder relationships, in CSR, the primary focus is on responsibility towards
society. In line with this perspective, Dmytriyev, Freeman and Hörisch (2021) argued
that there are three differentiating characteristics between stakeholder theory and CSR:
(1) perspective on business, (2) beneficiaries of responsibility, and (3) direction of
responsibility. According to Dmytriyev et al., in stakeholder theory, the perspective on
business is focused on the company itself and its managers, whereas in CSR, the
perspective of society is dominant. Furthermore, they claimed that the beneficiaries of
responsibility in CSR are limited to society in general, while in stakeholder theory, all
stakeholders are beneficiaries. Finally, Dmytriyev et al. argued that direction of
responsibility is multilateral in stakeholder theory, meaning that there is two-way
collaboration between the company and its stakeholders, and in comparison, in CSR
the direction of responsibility is only one-way, from the company to society.
However, based on the insights from the previous part in which definitions of CSR
were discussed, it could be argued that both of the above-mentioned studies portrayed
CSR in a narrow manner. For example, the triple bottom line approach has
demonstrated that there are approaches to CSR that are not exclusively focused on
responsibilities to society; instead, emphasis is equally placed on economic and
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environmental responsibilities as well. Nonetheless, both Freeman and Dmytriyev
(2017), and Dmytriyev et al. (2021), acknowledged that despite the differentiating
factors of the two concepts, stakeholder theory and CSR are compatible. Moreover,
Dmytriyev et al. suggested that an integrated approach of CSR and stakeholder
management could help the management of a company to address numerous social
issues concurrently and more efficiently. Similar approach was taken in this research
with the aim of creating shared value.
2.2.3 Creating shared value
Porter and Kramer (2011) proposed a new take on capitalism through creating shared
value (CSV). According to them, the shared value approach challenges traditional
perceptions of inevitable trade-offs in regard to economic performance and social
progress. Opposite to the traditional view, Porter and Kramer argued that CSV is based
on creating both economic and social value by focusing on the needs and problems of
society, without sacrificing either side in favor of the other.
However, CSV approach has been criticized for unoriginality. For example, Crane,
Palazzo, Spence and Matten (2014) argued that CSV approach does not significantly
deviate from existing concepts such as CSR and stakeholder management.
Furthermore, they declared that Porter and Kramer’s (2011) claims of CSR’s
deficiency were based on an inaccurate and narrow interpretation of CSR. Indeed,
Porter and Kramer attempted to establish CSV as a brand-new idea about creating
economic and social value in a mutually supporting way, despite the fact that economic
responsibilities are included in various CSR concepts, such as the pyramid of CSR
(Carroll, 1991), triple bottom line (e.g., Elkington, 1997) and strategic CSR (e.g., Beal,
2014, pp. 62–64; Vishwanathan et al., 2020).
However, despite the criticism, the CSV approach does reinforce the concept of
strategic CSR, particularly by claiming that an ethical approach to business does not
necessarily prevent economic success, as long as there is a balance between the
economic and the ethically motivated objectives (Porter & Kramer, 2011). In this
research, and in the context of SMEs in general, this strategic viability of CSR
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management is crucial because of the possible resource scarcity that is typical in SMEs
(e.g., Bjartmarz & Pedersen, 2015, p. 104).
2.2.4 Business ethics
Business ethics can be described as a study of moral standards in the context of
business (Sims, 2017, pp. 3–5; Velasquez, 2014, p. 15). Freeman et al. (2020, p. 134)
argued that business and ethics are inevitably entwined because decisions made in the
business context have various ethical implications that can impact society far beyond
the business itself. Freeman et al. stated that decisionmakers in business are constantly
confronted with ethical questions, and ethically driven decisionmakers strive to find
the best solution to their problem by making decisions that are morally good in the
context of their company, stakeholders, and the decisionmakers themselves.
According to Velasquez (2014, pp. 15–16), a fundamental characteristic of business
ethics is that it covers a broad range of diverse issues. He claimed that the issues
examined in business ethics can be divided into three distinct levels: systemic,
corporate, and individual. First, Velasquez stated that ethical issues belonging to the
systemic level are related to institutions, such as political, legal, or economic systems,
within which businesses operate in. In addition, Sims (2017, pp. 11–12), who used the
term macro level for the systemic level, argued that this level includes ethical issues
that occur in the industrial, societal, or international level.
Next, Velasquez (2014, pp. 15–16) explained that corporate level issues are related to
the morality of a specific company’s practices, policies, or corporate culture. Lastly,
Velasquez explained that ethical issues in the level of individuals are related to a single
person within the company, or a group of individuals, and the morality of their
behaviors and actions. In terms of this research, the individual level is particularly
relevant since the involvement of individual employees in CSR reporting process was
expected to enhance the employees’ commitment and organizational identification
(e.g., Bapat & Upadhyay, 2021; Lythreatis et al., 2019; Simpson et al., 2020; Tarquinio
& Xhindole, 2022).
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Regarding the relationship between business ethics and CSR, Velasquez (2014, pp.
23–27) argued that the two concepts can be considered similar, but not identical. He
highlighted that in CSR, the focus is on companies’ responsibilities to society, and
ethical behavior is one part of those responsibilities. However, Velasquez mentioned
that the concept of corporate responsibilities itself is, in fact, an ethical question.
Consequently, he claimed that the relationship between CSR and business ethics is a
paradox because even though business ethics is seen as one segment of CSR, on the
other hand, the whole concept of companies having responsibilities toward society, is
what business ethics require. Additionally, in some business ethics literature, CSR is
represented practically as a form of business ethics (e.g., Sims, 2017). Because
virtually all business decisions have ethical implications, business ethics are inevitably
connected to business management in general (Freeman et al., 2020, p. 134). Thus, the
next chapter discusses CSR from the perspective of management.
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3

CSR MANAGEMENT

As can be understood from the previous discussion regarding the complex and
multidimensional nature of CSR, it is necessary for companies to manage it
comprehensively, efficiently and proactively. In general, managing CSR does not
differ significantly from other business management, and CSR management can often
be integrated into the business management systems companies are already using
(Kuisma, 2015, p. 51). However, due to the complexity of CSR, certain aspects of its
management must be taken into account. This chapter begins with a discussion about
CSR management in the organizational level. Subsequently, the roles of various
different company functions will be explained in detail. Finally, development of a
comprehensive CSR strategy will be discussed.
3.1

CSR management in the organizational level

There exist many CSR management systems and management standards that corporate
organizations of all sizes can benefit from. CSR management systems can help
companies in planning and setting goals. The most common CSR management
systems and standards are from International Organization for Standardization (ISO).
There are various ISO standards related to CSR, with topics such as environmental
management, social responsibility, anti-bribery management systems and sustainable
events (ISO, 2021).
Particularly, ISO 26000 standard on social responsibility provides guidance on CSR
to companies of all sizes, although it is not a management system and cannot be
certified. In the standard, CSR is divided into seven distinct topics: organizational
governance, human rights, labor practices, the environment, fair operating practices,
consumer issues, and community involvement and development. The voluntary
standard has been created in collaboration with many prominent organizations,
including International Labour Organization (ILO), the United Nations Global
Compact (UNGCO) and The Organization for Economic Co-operation and
Development (OECD). Creation of the ISO 26000 standard was a participative process
in which various stakeholders were engaged in, including representatives from
governments, NGOs, academic community, industry, and labor market. ISO 26000 is
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also compatible with GRI standards for CSR reporting, which is the framework that
was used in the empirical part of this research. (ISO, 2021; Koipijärvi & Kuvaja, 2020,
pp. 87–89.)
In many companies, the development of CSR is often disconnected from the actual
business, and there is a lack of understanding of how the organization’s efforts are
linked to the wider sustainability context of society (Bärlund & Perko, 2013, p. 79).
However, in a socially responsible company, CSR is integrated into the fundamental
philosophy of the company, including its values, vision, and strategy. In such
companies, clear instructions, principles, policies, and procedures guide and enable
social responsibility in all situations. Furthermore, socially responsible companies set
specific goals regarding development of CSR. (Kuisma, 2015, p. 46.)
Koipijärvi and Kuvaja (2020, pp. 121–122) argued that a clear CSR management
system is essential because of the role of CSR in corporate strategy and goal setting.
They proposed that the management and organization of CSR in a company should
involve the following four parties: (1) A member of the board with expertise on CSR,
or a board committee focused on CSR and business ethics; (2) CSR manager in the top
management team, or a member of the top management who is responsible for CSR;
(3) Company’s internal CSR team and/or CSR network; (4) External advisor or an
advisory group with expertise on CSR.
3.2

Roles of different functions

In order to integrate CSR into the whole organization, it is necessary to understand the
roles of different company functions in relation to CSR. Because of the wide range
and complexity of CSR issues, CSR practices should not be limited to a single
company function; instead, the significance of each company function in relation to
CSR should be taken into account (Lahtinen, Kuusela & Yrjölä, 2018). In this part, the
roles of several company functions have been briefly explained, including the roles of
top

management,

human

resource

management

(HRM)

communications and marketing, and supply chain and procurement.

and

employees,
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3.2.1 Top management and management accounting
Top management and the CEO of a company have a crucial role in determining the
CSR strategy of the company. Many studies have demonstrated that above all, CEO’s
and top managers’ personal commitment to CSR is one of the key drivers and success
factors for CSR implementation (e.g., Dartey-Baah & Amoako, 2021; Tarquinio &
Xhindole, 2022; Wijethilake & Lama, 2019; Yusliza et al., 2019). According to Testa,
Boiral and Heras-Saizarbitoria (2018), managers who lead by example through
showing organizational citizenship behaviors, and are also enthusiastically involved in
CSR activities, are in a great position to create a CSR-oriented organizational climate.
The concept of CSR is constantly evolving, and new issues are continuously emerging
as important questions for CSR management. Because of the changing and complex
nature of CSR, the fundamentals of CSR and how to implement it should be included
into the training of any business manager. Business managers have significant
influence over the organizational culture of a company, which is an important factor
in successful integration of CSR. If the company takes CSR seriously and ensures that
it is embedded into the job description of all employees, CSR can become a natural
part of the organizational culture. (Koipijärvi & Kuvaja, 2020, p. 159.)
The top management team of a company has an important role in successful
implementation of CSR, as the top management is responsible for allocating sufficient
resources to CSR, as well as making sure that the overall business strategy is aligned
with CSR. Top management sets the example for CSR, both internally and externally,
because neither the company’s own employees nor external stakeholders are likely to
consider the company’s CSR credible if the highest management is not strongly
promoting it. (Liappis et al., 2019, p. 165.) Furthermore, top management is
responsible for ensuring that all employees are fully committed to CSR (Kuisma, 2015,
p. 46). Because the CEO has ultimately the most responsibility in any company, it is
crucial that the CEO recognizes the role of CSR in the company's value creation and
risk management (Koipijärvi & Kuvaja, 2020, p. 121).
Reimer, Van Doorn and Heyden (2018) discovered that senior managers are inclined
to put emphasis on their own strengths in terms of the company’s CSR strategy, which
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is why some companies may focus profoundly on one dimension of CSR while paying
little attention to some other CSR dimension. However, a situation like this could be
prevented with the utilization of a functionally diverse top management team.
According to a study by Henry, Buyl and Jansen (2019), functional diversity of the top
management team was connected to better CSR performance. They argued that when
a top management team has members from various company functions it is better
equipped to understand and address all CSR issues that may emerge across the
organization. Therefore, it would be reasonable to assume that a company with a
functionally diverse top management team would be able to address all CSR
dimensions adequately.
Leadership is also an important part of CSR management. According to Strand (2015,
pp. 51–52), leadership in CSR consists of several interlinked parts, including asking
questions about CSR, raising awareness among stakeholders, developing and
implementing responses to CSR issues, as well as continuous engagement. Strand
highlighted that leadership in CSR can be practiced by anyone, not only the managers,
as the process begins with identifying CSR issues and raising awareness about them.
Bärlund and Perko (2013, p. 22) suggested that there are four fundamental
characteristics that are necessary for sustainable leadership: will, transparency,
empowerment, and collaboration. They argued that the top management’s will to
improve the environmental and social sustainability of the organization is the most
important driver for CSR. Similarly, Wu, Kwan, Yim, Chiu and He (2015) found that
through ethical leadership, a CEO can foster an organizational culture in which ethical
thinking becomes the norm, and consequently, CSR performance of the company
increases further.
Moreover, management accounting can assist the top management in CSR decision
making through provision of information related to CSR topics. According to Braun
and Tietz (2015, pp. 906–907), an example of this is environmental management
accounting (EMA), in which physical information is collected and analyzed alongside
financial information. They explained that in the case of EMA, physical information
is related to measurable environmental impacts regarding, for example, emissions,
waste, wastewater, recycling, or consumption of water or energy. Likewise, financial

28
information collected and analyzed in EMA is related to environment, despite of being
presented in monetary terms. Braun and Tietz explained that examples of the financial
information in the context of EMA include materials costs of outputs, control costs of
waste and emissions, prevention costs of potential environmental issues, research and
development costs, and intangible costs, such as damage to the company’s reputation
due to environmental misconduct.
3.2.2 Human resource management and employees
Company’s own employees represent one of the most important stakeholder groups in
relation to CSR. Therefore, issues related to social responsibilities should be firmly
integrated into the human resource management practices of a company. The
importance of human resources is evident throughout recruiting, employment, and
termination processes. (Christy, 2015, p. 73; Liappis et al., 2019, pp. 171–172).
Furthermore, in relation to HRM, there are many activities and instances in which
unethical and irresponsible behavior can occur; for example, regarding compensation,
discrimination, unfair favoritism, all types of harassment, or intentional negligence of
workers’ health and safety (Sims, 2017, p. 407).
According to Ehnert, Harry and Zink (2014, p. 424), CSR has strategic importance to
HRM because sustainable HRM practices are essential to the long-term survival of any
company. In addition, Ehnert et al. (2014, p. 7) claimed that regarding CSR, HRM has
two distinct roles: (1) development and application of sustainable work practices and
HRM systems, and (2) supporting the implementation of the company’s overall CSR
strategy. Similarly, Jamali, El Dirani and Harwood (2015) proposed a CSR-HRM cocreation model in which HRM capabilities are utilized in the creation and
implementation of CSR strategies, resulting in a more deep-rooted and functional
approach to CSR and its actual execution in the operational level. On the other hand,
Sarvaiya, Arrowsmith and Eweje (2021) argued that the role of HRM in CSR
implementation can vary significantly depending on the context and priorities of a
company, and that the complex relationship between HRM and CSR needs to be
researched further.
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Whereas employees are often seen as the subjects of a company’s CSR practices,
employees are also the actors who implement CSR practices as a part of their daily
work. Although the degree of how much CSR is part of each employee’s work depends
on various issues, such as industry and work tasks, each employee should know their
own role in implementing the overall CSR strategy of the company. This requires
active internal communication about CSR through training, internal communication
systems, feedback channels, discussion forums or CSR events. (Koipijärvi & Kuvaja,
2020, pp. 160–161).
Effective internal communication about CSR empowers employees to participate,
become advocates and champions, and create positive word-of-mouth communication
(Belz & Peattie, 2012, p. 220). Moreover, HRM has an important role in shaping the
overall organizational culture of a company, and a socially responsible and ethical
company culture can greatly facilitate the employees’ organizational engagement and
commitment to CSR (Christy, 2015, p. 81).
3.2.3 Communications and marketing
Communication is a fundamental part of CSR, and therefore, the communications
function of a company is essential part of CSR implementation. Internal
communication should support the integration and implementation of CSR within the
organization, and external communication should be based on transparency, openness,
and factual information (Koipijärvi & Kuvaja, 2020, p. 138). Active communication
and dialogue with employees, customers and other stakeholders is crucial from the
CSR management perspective, because it helps a company to focus its CSR efforts to
the issues that are most important to the company’s stakeholders. As a result of twoway communication, appropriate CSR objectives can be chosen, and then, appropriate
actions can be taken. Although many companies are already socially responsible in
principle, their CSR communication is severely lacking, and therefore many of the
benefits from CSR are not taken advantage of. (Liappis et al., 2019, p. 222.)
Modern companies utilize communication to engage different stakeholders both
individually and as broader groups. Instead of attempting to control or manipulate
stakeholders’ perceptions and attitudes, companies should focus on creating a
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distinctive identity through transparency and consistency. Corporate communication
has a significant role in maintaining the authenticity of a company in the eyes of
stakeholders, because any inconsistent behavior in regard to the overall corporate
identity is quickly detected and exposed by media and other stakeholders.
(Cornelissen, 2020, p. 13.)
From the CSR perspective, the marketing function’s role is crucial in giving accurate
information about products, and in ensuring that customer expectations regarding
sustainability and CSR are met (Aagaard, 2016, p. 94; Liappis et al., 2019, p. 183).
Furthermore, special attention should be paid to making sure that marketing is honest
and transparent. All claims made in marketing, such as environmental achievements,
must be backed up by measurable indicators and reliable data in order to avoid
accusations of greenwashing, which refers to deliberate publication of inaccurate or
incomplete environmental information with the purpose of gaining positive reputation
through deceit. (Aagaard, 2016, p. 88; Liappis et al., 2019, p. 186).
Belz and Peattie (2012, p. 83) argued that an important task for marketing is also to
increase consumer awareness about how the consumer’s own purchasing and
consumption behavior is linked to various sustainability issues, and hopefully, to have
those consumers react to that information, for example by changing their shopping
habits. Moreover, Sidibe (2020, p. 115) emphasized that brands can contribute to social
change in a much larger scale than what can be achieved through attempting to change
consumer behavior alone. According to Sidibe, brands can become advocates for
social issues through marketing that goes beyond the traditional purpose of increasing
sales. Sidibe argued that raising awareness of a social issue, while guiding the public
to adopt a better or a healthier mindset towards that issue, can benefit multiple
stakeholders at once: for example, the brand itself and the company it belongs to; the
government and public services; and consumers and society in general.
Furthermore, several authors have suggested a participatory approach to
communications and marketing, in which consumers can proactively take part in the
CSR practices of a company (Bhattacharya, Sen & Korschun, 2011, p. 153; Belz &
Peattie, 2012). A participatory approach empowers consumers to become a part of the
solution to, instead of being the cause of various negative impacts (Belz & Peattie,
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2012). Similarly, from the communications perspective, Jablonkai (2013, p. 159)
argued that an interactive, two-way communication strategy is beneficial in CSR
communication because it allows companies to establish and retain relationships with
important stakeholders. Bhattacharya et al. (2011, pp. 153–158) argued that CSR cocreation with stakeholders ensures that all wide-ranging CSR issues are considered as
comprehensively as possible, in addition enhancing the company’s relationship with
the participating stakeholders.
3.2.4 Procurement, supply chain and operations
The industry in which a company operates in, as well as the company's supply chain,
define the starting point for CSR management. Some CSR issues are relevant only in
relation to specific industries. Moreover, even within the same industry, some
companies can have completely different supply chains in comparison to others.
Therefore, companies must consider CSR from the context-specific perspective of
their own industry and supply chain, and consequently, understand CSR impacts
caused by the company directly and indirectly. (Altuntaş, 2013, p. 101; Niskala et al.,
2019, p. 50.)
Procurement, purchasing, sourcing and supply chain are terms that are often used
interchangeably despite their differences (Van Weele, 2018, p. 7). In the context of
this study, procurement function of a company, and the structure of its supply chain,
were chosen as the most relevant in connection to CSR. According to Van Weele,
procurement function of a company is responsible for ensuring the supply of necessary
resources, such as goods, services, or information, in order for the company to function
and perform optimally. Furthermore, Van Weele emphasized that the procurement
function is responsible for ensuring that the supply of resources is obtained under the
most favorable conditions possible. From the perspective of CSR, the conditions that
are considered favorable could include criteria related to environmental or social
impacts, in addition to the conventional economic factors such as cost.
CSR issues related to procurement and supply chain are global and complex. CSR
issues that may arise somewhere along the supply chain of a company can be related
to, for example, corruption, human rights, or political situation in the host country.
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Furthermore, because of the long distances between manufacturing and the actual
market, there are economic and environmental impacts regarding logistics. Despite the
trend of manufacturing in cheap labor countries, some companies have decided to
bring production back to the company’s home country, with reasons such as increased
costs of manufacturing and logistics in the host country, and easier risk management
when production is closer. (Liappis et al., 2019, p. 177.)
In the past, companies have tended to focus only on the CSR of the company’s own
operations. Now, as consumers are becoming increasingly aware of various issues
regarding global supply chains, including water and carbon footprints, companies are
experiencing increased pressure to manage CSR throughout the supply chain (Liappis
et al., 2019, pp. 180–181; Van Weele, 2018, p. 360). However, it is nearly impossible
for a company to have complete control over its supply chain, especially if the supply
chain consists of multiple tiers. CSR actions required in procurement are proportional
to the size of the company and magnitude of risks, but in principle, managers should
be aware of the general structure of the supply chain, possible links to risk countries,
and raw materials that are considered risky. (Liappis et al., 2019, pp. 180–181.)
Van Weele (2018, pp. 366–367) stated that there are various tools that companies can
use for the purpose of improving CSR in the company’s supply chain. According to
him, these tools include supplier sustainability codes, sustainability evaluations and
continuous monitoring of supplier sustainability, and also, externally developed
sustainability standards. However, Van Weele (2018, p. 369) admitted that CSR issues
are complex and sometimes difficult to measure, and for that reason, it is particularly
difficult for a company to monitor its suppliers and their adherence to sustainability
codes and standards. Furthermore, he argued that currently, there is no universal
understanding or agreement on the degree of responsibility a company should assume
in regard to CSR of its suppliers in the various tiers of the supply chain.
3.3

Development of a comprehensive CSR strategy

As the previous section about roles of different functions in CSR has demonstrated,
managing CSR is a complex and multidimensional endeavor that requires systematic
collaboration across various company functions. Therefore, a comprehensive CSR
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strategy is essential in order to ensure that there is an organization-wide understanding
on CSR principles, and that all CSR dimensions are properly addressed in all
applicable company functions. Moreover, a comprehensive CSR strategy can help a
company to ensure that CSR management is continuously developed in accordance
with possible changes within the company’s internal or external environment.
According to Yuan, Bao and Verbeke (2011), the appropriateness of all CSR initiatives
should be decided based on a CSR strategy in which three specific perspectives of
suitability are assessed: (1) external consistency; (2) internal consistency; and (3)
coherency with other CSR practices. According to Yuan et al., external consistency
refers to the appropriateness between the CSR initiative and the demands of external
stakeholders. Then, internal consistency is related to the CSR initiative’s suitability in
terms of the core business of the company and its existing business practices. Finally,
Yuan et al. explained that the new CSR initiative should be compatible with the
existing CSR initiatives and practices that are already in place.
All CSR goals should be specific and measurable, and the goals should be such that
the company’s actions can genuinely make an impact on. Companies can set large
goals with estimated duration of multiple years and divide the larger target into smaller
sub-targets that are to be achieved in a shorter time period. It is important to set a
schedule, clear action plan, and a person in charge for each target. Furthermore,
appropriate indicators and measurements should be used to monitor and evaluate
progress. (Liappis et al., 2019, p. 205.) In order to put CSR into practice, relevant
sustainability management tools need to be employed, consisting of various
environmental, social and integrated tools, such as audits, CSR management systems,
life-cycle assessments, and sustainability reports (Johnson & Schaltegger, 2016).
In order to develop a comprehensive CSR strategy, a company must first understand
its CSR context. Therefore, a stakeholder analysis should be conducted to identify the
most important stakeholders of the company. Subsequently, the company must engage
with those stakeholders in order to understand their needs and expectations regarding
CSR. Moreover, a materiality analysis of CSR topics can enhance a company’s ability
to focus its CSR management on the most important issues. Next, stakeholder analysis
and stakeholder engagement, and then materiality analysis, will be discussed.
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3.3.1 Stakeholder analysis and engagement
According to Freeman’s (1984) stakeholder theory, companies should operate in a way
that is beneficial to all direct stakeholders, instead of focusing only on the
shareholders. In order to accomplish that, Freeman (1984, pp. 25–26) proposed that a
company should create a stakeholder map that includes all of the company’s
stakeholders. Then, he recommended that the company should create a strategy for
each stakeholder group based on the stakeholder analysis. Stakeholder theory was
introduced in more detail in chapter 2.2.2 Stakeholder theory.
In order to manage CSR effectively, it is crucial to recognize the expectations of
stakeholders. In accordance with Freeman’s (1984) view, Kuisma (2015, p. 71)
suggested that to evaluate the current situation, companies should conduct a
stakeholder analysis including identification of stakeholder groups, examination of the
expectations and demands of each stakeholder group, the company’s current and future
actions aimed at responding to those expectations, indicators for measuring the success
of those actions, what the company is expecting from the stakeholder groups, and the
indicators for measuring the success of stakeholder cooperation.
According to Cornelissen (2020, p. 77), on the subject of stakeholder engagement, the
relationship between a company and its stakeholders should be based on collaboration
and two-way support. Instead of attempting to manage or control stakeholders, this
approach encourages companies to focus on building strong relationships in which the
stakeholders are seen as active participants. Cornelissen argued that engaging
stakeholders can help companies to better understand, meet and go beyond stakeholder
needs and expectations. Furthermore, stakeholder engagement can improve the
stakeholder’s commitment to the company. For example, several studies have
indicated that when the employee stakeholder group was engaged to participate in CSR
development or CSR initiatives of the company, the employees’ organizational
engagement improved, which also led to improved organizational identification of the
employees (Bapat & Upadhyay, 2021; Lythreatis et al., 2019; Simpson et al., 2020;
Tarquinio & Xhindole, 2022).
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3.3.2 Materiality analysis
The concept of materiality in CSR is an adaptation of the materiality concept used in
financial accounting, in which financial data is prioritized according to the importance
of the data from the perspective of the information user in terms of forming opinions
and making decisions (Edgley, Jones & Atkins, 2015; Louche, 2015, p. 224).
According to Edgley et al., introduction of the stakeholder perspective to materiality
analysis has been the most significant modification to the materiality concept as it has
been used in the context of CSR. They clarified that according to the CSR perception
of materiality, the role of stakeholder engagement and stakeholders’ opinions and
expectations is emphasized, in contrast to the accounting perception, according to
which shareholders and investors are the only stakeholders taken into account.
In management of CSR, companies must identify and focus on material topics, which
refer to CSR issues that are most relevant for the company in question. Materiality is
assessed in the view of the company’s CSR priorities and impacts while also
considering CSR issues from the perspectives of stakeholders (Koipijärvi & Kuvaja,
2020, pp. 106–107; Louche, 2015, p. 225). According to Koipijärvi and Kuvaja,
companies can investigate stakeholder opinions and expectations in many ways, for
example, through customer or employee surveys, or workshops. Furthermore, they
claimed that a deeper understanding can be obtained through individual interviews
with representatives of different stakeholder groups. They also emphasized that in
order to successfully integrate CSR into the company’s management and strategic
planning, the top management must be active participants in the materiality analysis.
Whitehead (2017) argued that prioritization of CSR topics through materiality analysis
can provide companies with practical help, especially in the beginning of CSR
implementation, because the materiality analysis simplifies the process of choosing
the most important CSR topics that the company must address first. Similarly,
Ranängen, Cöster, Isaksson and Garvare (2018) found that in the context of
municipalities, one of the main issues of sustainability management was the
complexity of prioritizing and choosing the most important topics to focus on due to
the multidimensional and wide-ranging nature of sustainability. They discovered that
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the participants of their study found materiality analysis methodology to be helpful
and practical in assessing and selecting the most significant topics.
Identifying material topics regarding CSR can help a company to gain a competitive
advantage in business, as focusing on the topics that are most relevant helps the
company to direct its resources more efficiently into those CSR issues the company
can have the biggest impact on. Although all aspects of CSR need to be taken into
account at the level of legislation and key stakeholder expectations, it is necessary to
prioritize and focus the majority of CSR efforts on the material topics. (Koipijärvi &
Kuvaja, 2020, p. 109.)
In this research, the objective was to utilize CSR reporting process as a management
tool. The comprehensive CSR strategy discussed in this chapter is closely related to
the CSR reporting process, which is why the researcher anticipated that the reporting
process could be a suitable management tool for developing a comprehensive and
strategic approach to CSR management. The concepts that have been discussed in this
chapter, which were stakeholder analysis, stakeholder engagement, and materiality
analysis, are also fundamental parts of the CSR reporting process (Global Reporting
Initiative, 2020; Niskala et al., 2019, pp. 115). Consequently, the next chapter
discusses CSR reporting process in more detail.
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4

CSR REPORTING PROCESS

The main purpose of CSR reporting is to inform a company’s stakeholders of the
company’s CSR objectives, and subsequently, about the progress towards those
objectives. CSR reports consist of descriptions of the current situation regarding CSR,
goals for future and achievements from the reporting period, but also, the reports
should address goals that were not achieved and provide an explanation. The best CSR
reports are based on measurable indicators, time-bound goals, and concrete results, in
order to satisfy the expectations of stakeholders with sufficient information to make
informed decisions. (Koipijärvi & Kuvaja, 2020, p. 48.)
CSR reporting process can provide multiple benefits to a company, in addition to the
published report itself. The reporting process is a great opportunity to gather, analyze
and compare data and evaluate development trends. Furthermore, the information
gathered can be used as a management tool, for example in strategy, risk management,
goal setting, resource management and allocation. (Kuisma, 2015, pp. 202–203.) In
addition, employee participation in CSR activities, such as the reporting process, can
have a positive impact on employees’ organizational engagement (Bapat & Upadhyay,
2021; Lythreatis et al., 2019; Simpson et al., 2020; Tarquinio & Xhindole, 2022).
4.1

Current state of CSR reporting and legislation

Currently, there is no comprehensive and reliable database for CSR reports. Until
recently, Global Reporting Initiative’s website included a substantial database of CSR
reports, but the service was suspended in December 2020, and the database and its
contents have subsequently been removed from the website (Global Reporting
Initiative, 2022). Therefore, it is currently impossible to find accurate data and
statistics in relation to topics that would have been of interest in the context of this
research. For example, data about how many SMEs practice CSR reporting, or how
many SMEs use the GRI standards in their CSR reports, was unavailable.
Legislation regarding corporate social responsibility is currently in development in
multiple levels, which could eventually lead to CSR reporting becoming mandatory
for all companies in the future. Currently, large public companies in the European
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Union are already required to report on non-financial information. According to
Koipijärvi and Kuvaja (2020, pp. 63–64), in Finland, large public companies that have
over 500 employees and have revenue over 40 million euros, or equity over 20 million
euros, are required by law to report also non-financial information, including the
company’s policies and approaches related to environment, employees, social issues,
human rights and prevention of corruption and bribery. In addition, they explained that
all public companies that have over 250 employees are required to report on the
company’s policies regarding diversity, including the policy’s implementation and
results. This legislation is based on European Union’s Non-Financial Reporting
Directive (NFRD).
In April 2021, the European Commission adopted a proposal for a Corporate
Sustainability Reporting Directive (CSRD), with the aim of developing CSR reporting
standards specifically tailored to EU policies, while also complementing and
contributing to international standards. The objectives of CSRD include extending the
non-financial reporting requirements to all large companies and all publicly listed
companies of all sizes except micro-companies. Moreover, the proposal stated that
more comprehensive and detailed reporting requirements would be introduced, and
auditing of reports would become mandatory. According to the Commission, the first
standards would be drafted by the European Financial Reporting Advisory Group
(EFRAG) and approved by October 2022. (European Commission, 2021b.)
EFRAG’s Project Task Force (PTF) was formed to begin the preparatory work for
CSRD, and in February 2021, the PTF published its recommendations for EU
sustainability reporting standard-setting (EFRAG, 2021b). In July 2021, the task force
signed a Statement of Cooperation with the Global Reporting Initiative (GRI) with the
intention of swift and compatible development of both the European and international
standards (EFRAG, 2021a). Furthermore, in March 2022, a document titled
“EFRAG’s due process procedures: EU sustainability reporting standard-setting” was
published, and it included information about the objectives of establishing the due
process procedures, in addition to more specific provisions related to principles, due
process oversight, agenda-setting and standard-setting (EFRAG, 2022).
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According to Baumüller and Sopp (2022), the upcoming shift from non-financial
reporting to sustainability reporting in the EU legislation will cause significant
consequences to companies within the EU. They claimed that the legislative changes
will likely result in increased reporting requirements for companies. Baumüller and
Sopp argued that although the requirements for publishing more information may yield
positive results in terms of completeness of information, this can also cause a risk of
information overflow in which the most important information from the companyspecific materiality perspective might not receive enough attention.
In addition, Baumüller and Sopp (2022) emphasized that the increasing reporting
requirements will inevitably require investments from the companies that the
upcoming legislation is going to apply to. However, from the companies’ perspective,
Baumüller and Sopp argued that there is limited knowledge on the potential benefits
of sustainability reporting in comparison to cost. They suggested that the balance
between costs and benefits of sustainability reporting, taking in account the volume of
reported information, should be researched further.
4.2

CSR reporting process as a management tool

Niskala et al. (2019, pp. 115–117) proposed a 5-step continuous process for CSR
reporting, which has been illustrated in Figure 3. The process begins with planning
and determining the objectives, followed by an analysis of key stakeholders and their
expectations. Next, the content of the report must be selected based on a materiality
analysis, in which the most important CSR issues have been identified. Subsequently,
all necessary data related to the content must be measured and calculated. The last step
is to prepare the report and confirm the quality of data, and finally, publish the report.
Afterward, according to Niskala et al., the process starts again, but it is also constantly
evolving. Data should be collected continuously, as new information may emerge at
any time. Furthermore, feedback on published reports should be collected and used to
develop reporting practices further.
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5. Reporting
Quality assurance,
creating and
publishing the
report

1. Planning
Setting goals and
objectives for
reporting

2. Stakeholders
Stakeholder
analysis,
identifying
stakeholder
expectations

4. Data collection
Collecting and
measuring data,
content creation
3. Content
Deciding the
content with
materiality
analysis of CSR
issues

Figure 3. CSR reporting process (adapted from Niskala, Tarna-Mani, Puroila & Pajunen, 2019).

When CSR reporting process is considered a management tool, it is crucial to notice
that different parts of the process can take place simultaneously, as the ultimate
objective is to manage CSR, not only to produce a report. Therefore, special attention
should be paid to the long-term goals of CSR management, and the actual report should
be seen more as an update on progress, rather than as a publication of results. This
view is supported by a study by Vigneau, Humphreys and Moon (2015), in which use
of CSR reporting standards caused a negative impact on the temporal dimension of
CSR management in the case company. According to the study, CSR committee of the
company focused on the annual reporting cycle and prioritized short-term goals that
could be reached in time for the next report. As a result, the company’s ability to
strategically manage CSR and achieve long-term objectives was undermined.
According to Searcy and Buslovich (2014), many companies consider the reporting
process to be more important than the actual report itself. They determined that
sustainability reports were used in companies not only for external communication,
but also internally, to raise awareness, engagement, and support among employees.
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Furthermore, Searcy and Buslovich discovered that sustainability reports were used as
an internal reference tool in companies, and there was interest in utilization of the
reporting process as a way to track CSR performance in real time.
Correspondingly, a study by Tarquinio and Xhindole (2022) revealed that the CSR
reporting process was considered important in a case company’s internal planning and
decision-making. Tarquinio and Xhindole argued that the process of CSR reporting
can provide critical information about aspects that need to be improved, and it might
even inspire the company to renew or reconsider its business strategy. In addition, they
discovered that CSR reporting process stimulated cross-functional cooperation within
the company, and increased employee engagement and organizational identification.
4.3

Challenges in CSR reporting

There are various challenges related to CSR reporting. One of the main issues is
credibility of reporting, which is related to quality, completeness of information and
external assurance. In addition, insufficient comparability of CSR reports can be
viewed as another challenge. Furthermore, if a company has a limited perception on
CSR reporting, it can result in superficial, one-way CSR communication in which the
only objective is to enhance the company’s reputation.
Credibility problems arise when CSR reporting is focused more on enhancing the
image of the company, rather than on providing real facts about CSR performance.
Abernathy, Stefaniak, Wilkins and Olson (2017) argued that CSR reporting cannot be
considered credible if it does not correspond with overall business strategy. Similarly,
they claimed that if a company decides to report only on CSR issues that are favorable
to the company’s reputation, and to omit any negative issues, the available information
about overall CSR performance becomes unbalanced. As a result, flawed conclusions
and decisions might be made by stakeholders. According to a study by Boiral (2013),
companies of all sizes in all industries had a strong tendency to severely understate, or
omit completely, the effects of major negative events in CSR reports.
External assurance of CSR reports has been connected to better CSR reporting quality
(e.g., Moroney, Windsor & Aw, 2012; Pasko, Zhang, Bezverkhyi, Nikytenko &
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Khromushyna, 2021). Despite this, especially in SMEs, external assurance of CSR
reports has not become a common practice in many companies (Ortiz-Martínez &
Marín-Hernández, 2022). Furthermore, the percentage of assured CSR reports has not
been growing over time at the same pace as the overall growth of CSR reporting
(Alsahali & Malagueño, 2021; Junior, Best & Cotter, 2014).
Comparability of different companies’ CSR reports is a significant challenge because
in comparison to traditional financial reporting, CSR reporting is much less
standardized and regulated by legislation (Zsóka & Vajkai, 2018). Therefore, the
contents of CSR reports can be quite different depending on the company, even within
the same industry (Kozlowski, Searcy & Bardecki, 2015). Similarly, Knebel and Seele
(2015) discovered that even in CSR reports following the same CSR reporting
framework, the comparability was lacking due to flexibility that allowed companies to
choose freely which indicators to report on. Moreover, another dimension of
comparability is related to possibility to compare a company’s CSR performance over
time. Although many companies do include data from multiple years about certain
issues in their CSR reports, it is usually not the case for all indicators, as companies
may change the indicators over time. (Zsóka & Vajkai, 2018).
Many companies publish relatively superficial CSR reports just for PR reasons. Failing
to adopt a systematic and strategic CSR approach is a lost opportunity for such
companies in terms of competitive advantage and innovation (Belz & Peattie, 2012,
pp. 34–35). According to Cornelissen (2020, p. 264), many organizations approach
CSR reporting as limited, one-way communication that only aims to boost the
organization’s image or reputation. He claimed that such organizations fail to
understand the significance of stakeholder engagement and dialogue regarding CSR
issues. Cornelissen argued that as a result, such organizations are unable to understand
and respond to CSR expectations of stakeholders, and CSR cannot be fully integrated
into the core business strategy. In this thesis, an attempt was made to overcome the
challenges discussed in this part by using GRI standards as a guiding framework,
which will be introduced next.
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4.4

GRI standards

Global Reporting Initiative’s GRI standards have been created with the objective of
establishing a universal and cohesive framework for CSR reporting. With the use of
GRI standards, organizations can communicate about their CSR in a way that various
stakeholders can comprehend and assess. As a result, the quality of information and
comparability of CSR reports increase. (Global Reporting Initiative, 2020.) Although
there are many standards and frameworks for CSR reporting, a study of 1,000 CSR
reports from companies in the EU revealed that GRI standards were cited more often
than any other reporting framework (Alliance for Corporate Transparency, 2020).
In this thesis, the researcher anticipated that by following the GRI standards, a
company could develop a comprehensive CSR management strategy as the standards
provide a systematic process and an extensive overview of diverse CSR issues.
Furthermore, management approach to CSR is featured extensively throughout the
GRI framework, which is why GRI was considered to be particularly suitable for this
research. According to Torelli, Balluchi and Furlotti (2020), application of GRI
standards was positively linked to application of both materiality principle and
stakeholder engagement, which are both fundamental to CSR management. In
addition, results from a study by Rodríguez-Gutiérrez et al. (2021) indicated that GRI
standards were the most suitable for sustainability reporting in SMEs out of the options
that are currently available.
GRI standards include both universal and topic-specific standards (see Figure 4). To
understand and apply the GRI standards properly, it is necessary to examine the
universal standards first as they include fundamental information about reporting
principles that are used throughout the reporting process.
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UNIVERSAL STANDARDS
GRI 102 General
Disclosures

GRI 101 Foundation

GRI 103 Management
approach

TOPIC-SPECIFIC STANDARDS

GRI 200 Economic
201 Economic
performance

GRI 300 Environmental

GRI 400 Social

301 Materials

401 Employment

302 Energy

402 Labor/management relations

303 Water and effluents

403 Occupational health and safety

304 Biodiversity

404 Training and education

204 Procurement
practices

305 Emissions

405 Diversity and equal opportunity

306 Waste

406 Non-discrimination

205 Anti-corruption

307 Environmental
compliance

407 Freedom of association and
collective bargaining

308 Supplier
environmental
assessment

408 Child labor

202 Market presence
203 Indirect economic
impacts

206 Anti-competitive
behaviour
207 Tax

409 Forced or compulsory labor
410 Security practices
411 Rights of indigenous peoples
412 Human rights assessment
413 Local communities
414 Supplier social assessment
415 Public policy
416 Customer health and safety
417 Marketing and labeling
418 Customer privacy
419 Socioeconomic compliance

Figure 4. Outline of the GRI standards (adapted from Global Reporting Initiative, 2020).

The first universal standard, GRI 101 Foundation, covers the reporting principles,
including criteria for choosing report content and assessing report quality.
Furthermore, it includes detailed instructions on how to use and reference the GRI
standards in CSR reporting. According to the first standard, report content should be
selected based on four principles: stakeholder inclusiveness, sustainability context,
materiality, and completeness.
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In brief, these reporting principles instruct the reporting organization to conduct a
stakeholder analysis, in which different stakeholders and their interests and
expectations should be identified. Subsequently, the reporting content should be
chosen based on a materiality analysis, in which the importance of various CSR topics
is assessed from two distinct perspectives; (1) how significant are the CSR impacts
created by the organization; and (2) how important is the topic from the perspective of
the stakeholders. In addition, the organization should report on its performance in
relation to the wider sustainability context, for example, on local, regional, national,
or global level. Lastly, completeness principle refers to the obligation to adequately
report on all material topics without omitting any information that could affect
stakeholders’ opinions and assessments of the organization’s performance. (Global
Reporting Initiative, 2020.)
Quality assessment is another important topic discussed in GRI 101 Foundation.
According to the standard, the reporting organization should evaluate the quality of its
reporting based on six principles: accuracy, balance, clarity, comparability, reliability,
and timeliness. The standard includes detailed descriptions and instructions on how to
ensure that all of the six principles are realized in the organization’s CSR reporting.
(Global Reporting Initiative, 2020.)
The subsequent universal standard, GRI 102 General Disclosures, contains
instructions on reporting about the context of the reporting organization, including
various generally applicable topics such as strategy, governance, stakeholder
engagement approach and reporting practices. The last universal standard, GRI 103
Management approach, requires the reporting organization to explain its management
approach in connection to each of its material topics. According to the standard, each
topic that has been chosen in the materiality analysis should be described in the report,
including the topic boundaries, which refer to where the impacts occur and the extent
of the organization’s involvement. Subsequently, the management approach regarding
that topic must be described, and how the management approach is evaluated. (Global
Reporting Initiative, 2020).
After the universal standards, there are topic-specific standards. Topic-specific
standards include three categories, which are economic, environmental, and social.
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There are 34 topic-specific standards in total, and they have been presented in Figure
4. The reporting organization must choose which topic-specific standards to report on
based on the materiality analysis. Furthermore, each topic-specific standard introduces
specific indicators that the reporting organization should report on. (Global Reporting
Initiative, 2020.)
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CSR MANAGEMENT AND REPORTING IN SMES

According to European Commission (2021d), 99% of all enterprises in the EU are
small and medium-sized enterprises (SMEs). According to the European
Commission’s definition, enterprises with 250 employees or less that have a turnover
of €50 million or less, or alternatively a balance sheet total of €43 million or less, are
considered medium-sized. In similar manner, small-sized enterprises are defined as
having 50 employees or less and a turnover or balance sheet total of €10 million or
less. Finally, enterprises with 10 employees or less and a turnover or balance sheet
total of €2 million or less, are defined as micro-sized enterprises according to European
Commission. In addition to the EU, SMEs are significant contributors to the world
economy also in the global level. According to World Bank (2022), 90% of all
companies in the world are SMEs, and over 50% of worldwide employment can be
attributed to SMEs.
Because of the large number of SMEs in the EU and worldwide, the approach to CSR
taken by SMEs is highly significant. Although an individual small company might not
cause severe environmental, social, or economic impacts on its own, all SMEs as a
group do create significant impacts; therefore, it is crucial that CSR and sustainability
are integrated into the business strategy in SMEs. (Factor et al., 2021b, p. 27–28;
Global Reporting Initiative, 2018; Kromjong, Rajpal, Thorns & Verkouw, 2020).
Furthermore, in a regional setting, even a small company can create substantial
economic, environmental, and social impacts in relation to its local area (Niskala et
al., 2019, p. 52).
Next, the objectives and benefits of CSR management and reporting will be discussed
because these topics provide deeper insight on the context-specific issues that are
particular to SMEs. However, it is necessary to understand that the global SME sector
is extremely diverse, which is why it is difficult to make accurate generalizations.
According to Factor et al. (2021b, p. 36), due to the heterogeneity of SMEs, there can
be various differences among companies regarding capabilities, beliefs, motivations
and psychological characteristics that can significantly impact the SME’s overall
approach to CSR.
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5.1

Objectives and benefits

In several studies, the results have demonstrated that for SMEs the main objective, and
significant perceived advantages of CSR efforts such as CSR reporting, are related to
economic performance and gaining competitive advantages (e.g., Belas et al., 2021;
Cantele & Zardini, 2018; Dias, Rodrigues, Craig & Neves, 2019; Vo, Delchet-Cochet
& Akeb, 2015). In other studies, the results have indicated that the main drivers can
also be related to reputation and legitimacy (e.g., Rodríguez-Gutiérrez et al., 2021) or
intrinsic motivation (Grimstad, Glavee-Geo & Fjørtoft, 2020). However, due to the
imminent changes in regulations and legislation (e.g., European Commission, 2021b),
CSR reporting may become compulsory for SMEs in the near future. In that case, the
main objectives of CSR management and reporting in SMEs could possibly become
more related to obeying legislation and maintaining the company’s license to operate.
In the context of French SMEs, Vo et al. (2015) discovered that economic motive was
the strongest driver for CSR implementation. They claimed that in SMEs, economic
survival of the company was considered more important than environmental or social
concerns. According to a study by Belas et al. (2021), knowledge and implementation
of CSR had a positive impact on business sustainability of Central European SMEs. In
this study, business sustainability referred to the companies' economic viability and
ability to stay in business. It was noted that CSR affected positively the SMEs' abilities
to gain competitive advantage and reach high loyalty among customers. In addition,
implementation of CSR showed positive impacts on the reputation of SMEs.
Furthermore, the study suggested that the innovations in SMEs were positively
influenced by knowledge of CSR. In summary, Belas et al. concluded that
implementation of CSR in SMEs can result in more customers, more innovation, and
therefore, it enhances business sustainability.
On the other hand, Rodríguez-Gutiérrez et al. (2021) found that in the context of
Spanish SMEs, the most important reasons to begin CSR reporting were expectations
of increased corporate reputation and legitimacy. According to their study, other
criteria that can drive SMEs’ decision to begin CSR reporting were expectations of
gaining competitive advantages, and expectations of collaborative value creation,
particularly with customers and suppliers. In addition, Rodríguez-Gutiérrez et al.
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found that economic cost was the least important factor in SMEs’ decision-making
regarding CSR reporting. They claimed that SMEs have recognized and understood
the long-term value created by CSR reporting, and therefore, the economic costs are
perceived as necessary investments that will produce greater value in the future.
5.2

Challenges

In comparison to large multinational corporations, SMEs do not have many resources
available for CSR implementation in regard to, for example, money, time and
employees with sufficient expertise on various CSR issues (e.g., Bjartmarz &
Pedersen, 2015, p. 104; Global Reporting Initiative, 2018; Sundström, Hyder &
Chowdhury, 2020). According to their study, Hörisch, Johnson and Schaltegger (2015)
argued that the main difference between SMEs and large corporations was that the
level of knowledge regarding CSR management tools was lower in SMEs, and
consequently, the level of implementation of such tools was lower as well. However,
they discovered that the implementation level of CSR management tools was not
dependent on the size of the company if the level of knowledge was at the same level.
Furthermore, Johnson and Schaltegger (2016) identified two main groups of barriers
that can obstruct the use of CSR management tools in SMEs: internal and external
deficiencies. According to them, internal deficiencies include unawareness of CSR
issues, perceptions that CSR does not provide any benefits to the company, and lack
of resources. Additionally, Johnson and Schaltegger explained that external
deficiencies are related to lack of external incentives and drivers, and to the formality
and complexity of many CSR management tools that were originally designed for large
companies, and therefore, do not fit the needs of SMEs.
Indeed, SMEs may be overwhelmed with the wide-ranging issues and complexity of
CSR management. In many SMEs, CSR management is not systematic. Because of
the lack of resources, there is often only one manager within the whole SME who
knows everything about the company’s CSR practices and efforts; and therefore, most
of the company’s own employees may be unaware of CSR strategies and practices of
the company (Aagaard, 2016, pp. 49–50). However, it is possible to adjust the scale of
a CSR management system according to the size of the company. As long as internal
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communication in the company is working smoothly and there are established
practices and procedures regarding CSR, it is possible to integrate the CSR
management system into the whole organization. Furthermore, small organizations
may benefit from agility and simplicity of their organizational structures, in
comparison to large organizations. (Koipijärvi & Kuvaja, 2020, p. 148.)
Small companies are often reluctant to begin CSR reporting because of the perceived
difficulty, laboriousness, and costs. However, as CSR reporting is not a passing trend,
companies should begin the development of CSR reporting practices as soon as
possible. Instead of worrying about not having certain information, companies should
begin CSR reporting with what they have, instead of waiting until everything is ready
and complete. As CSR is based largely on transparency, it is recommended to openly
communicate also about things that are not finished and need further improvement.
Continuous reporting allows the audience the follow the development process step by
step. (Kuisma, 2015, pp. 197–198.)
Regarding CSR reporting, previous research has indicated that some CSR reporting
frameworks, such as GRI, are suitable also for SMEs (e.g., Rodríguez-Gutiérrez et al.,
2021). However, it has also been pointed out that a CSR reporting framework
specifically developed to SMEs would be more effective (e.g., Krawczyk, 2021), and
that SMEs are more likely to use CSR management tools if those tools are simple, easy
to use, adaptable, and cost-effective (Johnson & Schaltegger, 2016). Due to these
factors, the objective of this research was to create a simplified and easy-to-use
guidebook for CSR reporting based on GRI standards. In the next chapter, the methods
used, and the results obtained from the empirical research will be discussed.
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RESEARCH METHODS AND RESULTS

The research was conducted as a participatory action research because the objectives
of the research required participation and active cooperation between the researcher
and the case company, involving several employees from different company functions
(e.g., Coghlan & Brydon-Miller, 2014; Erro-Garcés & Alfaro-Tanco, 2020).
Furthermore, due to the nature of the objectives, it was necessary to utilize multiple
research methods. The overall research process of this thesis is portrayed in Figure 5.
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Figure 5. Illustration of the process and phases of this thesis in chronological order.

In this chapter, participatory action research in general is discussed. After that, the
actual methods used in the empirical study are described. Due to the nature of this
research, the results of the empirical study will be discussed directly after each research
method, in order to represent the whole process in the most logical manner.
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6.1

Participatory action research

According to Coghlan and Shani (2018), the primary objective of action research is to
integrate action and research to attain a deeper scientific understanding, but also to
produce practical and direct benefits for the organization in question. Coghlan and
Brydon-Miller (2014) described that in social sciences, the core element of
participatory action research is active cooperation between the researcher and the local
community or stakeholder group in order to create a social change. According to
Duesbery and Twyman (2020, p. 24), participatory action research is the most common
term used for action research in the business field. They stated that the main
characteristic of participatory action research in business and management research is
that the researcher participates in a collaborative process with others in order to find
solutions.
Erro-Garcés and Alfaro-Tanco (2020) described action research as a metamethodology, or an umbrella process, under which multiple approaches and
methodologies can be used. Therefore, they stated that action research is suitable for
business research especially in cases when active cooperation is necessary and
multiple different research methods could be utilized. Furthermore, Erro-Garcés and
Alfaro-Tanco claimed that action research can greatly enhance cooperation and
information transfer between universities and companies. In support of this, a study by
Tarquinio and Xhindole (2022) revealed that researchers and universities can provide
significant help to companies via action research specifically in the context of CSR
reporting process.
Multiple research methods were used in this research, including a review of CSR
management, CSR reporting and other relevant literature, also including the GRI
standard for CSR reporting; analysis of CSR reports published by other companies;
and cooperation with the case company. Cooperative methods included discussions
with employees and a workshop with participants from different company functions.
Finally, a guidebook to continuous CSR reporting utilizing GRI standards, tailored to
the specific context of the case company, was created by the researcher.
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6.2

Cooperation with the case company

The case company in this research was a Finnish clothing and textile SME called
PaaPii Design. The main product categories for PaaPii are fabrics, women’s clothing,
and children’s clothing. Unlike most of its competitors located in Europe, PaaPii has
its own factory where all of the company’s clothing is sewn, located in Kokkola,
Finland. According to PaaPii (2022), the supplier for the majority of the company’s
fabrics is a long-term business partner located in Lithuania. Therefore, almost all
products have a relatively short and straightforward supply chain. This is a great
advantage in terms of CSR management.
PaaPii has its own sewing factory and the storage for finished products in the same
building, and the storage serves as the inventory for both the online store and the
physical retail store, which is also located in the same building. This arrangement has
created various positive outcomes from CSR perspective; for example, use of
disposable packaging materials can be kept at a minimum because the products can be
moved to storage in the actual storage containers. Furthermore, due to this
arrangement, PaaPii does not need to use individual plastic wrapping for each product
which is usually the common practice within clothing industry. Moreover, the
advantages in terms of logistics are significant. In addition to cost savings, this
arrangement greatly reduces environmental impacts caused by the company, and also,
meticulous supervision of all processes is possible due to close proximity. (PaaPii’s
communications manager, personal communication, February 18, 2021; PaaPii, 2022.)
PaaPii Design has a strong reputation as a sustainable company; for example, in a study
of Finnish clothing brands’ efforts and transparency in regard to climate action,
environment and human rights, PaaPii was one of seven brands that achieved the
highest A-category ranking (Eetti, 2021). Furthermore, PaaPii’s company values
demonstrate high commitment to ethical business; the company values are
sustainability, made in Finland, own path, and positivity (PaaPii, 2022). According to
PaaPii’s communications manager (personal communication, February 18, 2021), the
company is active in its efforts to enhance sustainability in various ways. Despite
PaaPii’s strong commitment to sustainability, the company’s approach to CSR
management and CSR communication has not been very systematic. Regarding CSR
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communication, PaaPii has published only one sustainability report in the past, and
information about various CSR activities has been updated to social media
occasionally.
6.2.1 Data collection in a workshop at the case company
In the beginning of this project, a meeting was arranged between the researcher and
the communications manager of the case company. The purpose of the meeting was to
determine goals for this project, and to gather background information about the case
company and its current situation regarding CSR management and CSR reporting.
Since GRI standards were chosen as the CSR reporting framework to be applied in this
project, it was necessary to conduct a stakeholder analysis and a materiality analysis
of CSR issues. Therefore, a workshop was organized by the researcher at PaaPii’s
office with the objective of completing both analyses. To gain a comprehensive
outlook, three or four participants from different company functions were requested.
Appropriately, the workshop was conducted in May 2021, and it was attended by four
participants from PaaPii: the CEO, and three representative employees from
communications, brand management and operations functions.
First, for the stakeholder analysis, the workshop participants were asked to discuss and
collectively decide on the most important stakeholder groups in relation to the
company’s CSR. Subsequently, for the materiality analysis of CSR topics, the
participants were asked to give a rating from 1 to 10 on various CSR topics from two
distinct perspectives; (1) How significant are the economic, environmental and/or
social impacts created by the company, and (2) How important is the topic from the
perspective of the stakeholder groups that were chosen in the stakeholder analysis.
For the purpose of conveniency of the participants, the topics to be evaluated were
simplified and narrowed down by the researcher beforehand due to the complex and
extensive nature of the GRI standards. After careful examination of all GRI standards,
29 topics in total were chosen as the most likely to be appropriate for PaaPii based on
the researcher’s knowledge of the company, including the insights from PaaPii’s
communications manager (personal communication, February 18, 2021), and the
researcher’s knowledge about CSR issues in the context of clothing industry, including
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insights from previous research (e.g., Feng & Ngai, 2020; Kozlowski et al., 2015).
Furthermore, the participants were given an option to add other CSR topics to the list.
The document used during the workshop, containing instructions for both stakeholder
analysis and materiality analysis, is included in this thesis as Appendix 1.
6.2.2 Results of the workshop
In the workshop, all four participants were active and engaged. For the stakeholder
analysis, each stakeholder group was carefully considered. During the discussion, it
was clear that PaaPii employees considered various different stakeholder groups
important from the perspective of CSR, and thus, choosing the most important
stakeholders was quite complicated. Finally, the participants decided to choose four
stakeholder groups, which were to be used in the materiality analysis: business
partners, employees, customers, and local community. These stakeholder groups were
chosen by the participants because they believed that these stakeholders would have
the most interest in PaaPii’s CSR policies and practices. (Personal communication,
May 11, 2021.)
For the materiality analysis, the participants discussed meticulously about all topics,
and collaboratively decided on ratings. The participants noted that choosing the ratings
was not very easy, because so many different aspects had to be assessed at once. Some
of the complexity came from the fact that both negative and positive CSR impacts
needed to be considered. Furthermore, perspectives of the four stakeholder groups that
were chosen earlier were considered to vary significantly from one group to another,
which made it difficult for the participants to give a single rating from that perspective.
(Personal communication, May 11, 2021.)
Afterwards, the ratings given from two perspectives were added up, and all topics that
had received a total of 16 points or more were chosen to go forward in the process (see
Table 2). The cutoff point of 16 was chosen due to the high number of topics that
received significantly high ratings; there were 18 topics that reached 16 points of more.
For a small company, 18 topics can be considered excessive. However, it was not
reasonable to raise the cutoff point any further because the reporting principles of GRI
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standards clearly state that all material topics should be reported on, and the high
ratings indicate that those 18 topics were considered very important.
Table 2. The highest rated topics in the materiality analysis.

Obeying environmental laws & regulations**

Significance Importance to
Corresponding
Total
of impacts
stakeholders
GRI indicators
10
10
20
307:1

Occupational health and safety***

10

10

20

403:1-10

Risk of child labor & forced labor***

10

10

20

408:1 & 409:1

Health & safety of customers***

10

9

19

416:1-2

Product information and product labels***

10

9

19

417:1-2

Economic performance of the company*

10

8

18

201:1

Using local suppliers*

9

9

18

204:1

Material usage**

10

8

18

301:1

9

9

18

301:3

9

9

18

308:1-2

Employment***

8

10

18

401:1

Non-discrimination***

10

8

18

406:1

Freedom of association & collective
bargaining***

10

8

18

407:1

Customer privacy***

10

8

18

418:1

Greenhouse gas emissions & their reduction** 9

8

17

305:1-3, 5

Diversity & equal opportunity***

8

9

17

405:1-2

Creation & impacts of waste**

8

8

16

306:1-3

Consideration to local communities***

8

8

16

413:1-2

Topic

Reuse and recycling of used products &
packaging materials**
Environmental impacts caused by suppliers &
the supply chain**

Scale for ratings was from 1 to 10,
* = economic topic, ** = environmental topic, *** = social topic

Out of the 18 topics that were chosen in the materiality analysis, 2 were economic
topics, 6 were environmental topics and 10 were social topics. All of the chosen topics,
including their ratings given by the workshop participants, and their corresponding
GRI indicators have been displayed in Table 2. As can be seen from the table, some
topics require reporting about multiple indicators, and therefore, this materiality
analysis would require a total of 40 indicators to be reported on.
During the materiality analysis in the workshop, it became evident through discussions
between the participants that some CSR topics had already been focused on in the past,
but there were also topics that had not received so much attention in the company. For
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example, the CEO mentioned that instead of focusing on the three CSR categories,
economic, environmental, and social responsibilities, PaaPii had primarily focused on
its four company values, which are sustainability, made in Finland, own path, and
positivity. (Personal communication, May 11, 2021.)
According to the CEO (personal communication, May 11, 2021), social aspects of
CSR had not been emphasized in the company’s CSR activities as much as, for
example, environmental issues, because own manufacturing in Finland and having
suppliers from EU countries was believed to guarantee the absence of issues such as
human rights violations, child labor, forced labor, among other social issues typically
linked to manufacturing in risk countries. However, the results of the materiality
analysis have shown that PaaPii representatives did give high ratings to many CSR
topics that are connected to social responsibilities. One explanation for this could be
that the requirements of the materiality analysis provoked the participants to consider
CSR from new perspectives.
6.3

Benchmarking other companies’ CSR reports

Because CSR reporting according to GRI standards had not been previously done in
the case company, or by the researcher, it was important to study and understand the
utilization of GRI standards profoundly. Therefore, a comparative analysis of other
companies’ existing CSR reports following the GRI standards was chosen by the
researcher to be one part of this action research. Furthermore, the researcher
anticipated that results of this benchmarking could be compared to the results of the
workshop that had been conducted earlier in the case company.
6.3.1 Data collection for benchmarking
In order to understand how companies are currently applying GRI standards to CSR
reporting, a comparative study of CSR reports following the GRI standards was
conducted. The results of this comparative analysis were also expected to help in the
development of CSR reporting process as a management tool for the case company
PaaPii. Therefore, a thorough search was conducted to find suitable CSR reports from
companies operating within clothing and textile industry. As companies within the
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same industry would most likely use similar GRI indicators, choosing reports from
companies in clothing and textile industry was expected to yield the most comparable
results. Furthermore, geographical location of the chosen companies was limited to
Europe for the reason of relatively similar and comparable context regarding market
conditions and supply chains of clothing and textile companies.
Consequently, CSR reports including GRI Indexes were obtained from 10 European
companies in clothing and textile industry. The most recent CSR report from each
company was chosen for comparison, with reporting periods ranging from 2019 to
2020. However, because GRI reporting is not common among SMEs, it was not
possible to find enough suitable reports from textile and clothing SMEs in Europe.
Therefore, CSR reports from large companies had to be chosen for the analysis. The
sample included reports from companies headquartered in Finland (Marimekko and
Reima), Sweden (Haglöfs, KappAhl, Lindex and Polarn O. Pyret), Germany (BRAX
and Ahlers) and Italy (Benetton and Calzedonia).
This comparative analysis was carried out with a qualitative data analysis software
NVivo. Use of NVivo enabled the researcher to assign specific codes that could be
attached to any selected part within multiple documents. In order to determine which
GRI standards were reported the most often by benchmarked companies, the
researcher used NVivo to create a specific code for each GRI standard, and
subsequently, the researcher attached the appropriate codes to each of the ten analyzed
CSR reports. After the ten reports had been coded, the researcher was able to gather
data of the number of reports featuring each specific GRI standard.
6.3.2 Results of benchmarking
Examination of the ten CSR reports revealed that all companies had chosen to report
on all three of GRI’s topic-specific categories, which are economic, environmental,
and social. However, there was significant variation among companies in the chosen
topic-specific standards belonging to these categories. The topic-specific standards
reported by the analyzed companies are listed in Table 3, including a comparison to
PaaPii’s material topics which were presented earlier.
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Table 3. Topic-specific standards reported by benchmarked companies.
Topic-specific standard

Number of companies
that reported the
standard (out of 10)

Included in
PaaPii’s material
topics

GRI 405 Diversity and equal opportunity***

10

yes

GRI 416 Customer health and safety***

10

yes

GRI 302 Energy**

9

no

GRI 404 Training and education***

9

no

GRI 414 Supplier social assessment***

9

no

GRI 301 Materials**

8

yes

GRI 305 Emissions**

8

yes

GRI 403 Occupational health and safety***

8

yes

GRI 205 Anti-corruption*

7

no

GRI 303 Water and effluents**

7

no

GRI 308 Supplier environmental assessment**

7

yes

GRI 401 Employment***

7

yes

GRI 406 Non-discrimination***

7

yes

GRI 408 Child labor***

7

yes

GRI 409 Forced or compulsory labor***

7

yes

GRI 412 Human rights assessment***

7

no

GRI 417 Marketing and labeling***

7

yes

GRI 201 Economic performance*

6

yes

GRI 407 Freedom of association and collective
bargaining***

6

yes

GRI 306 Waste**

5

yes

GRI 419 Socioeconomic compliance***

5

no

GRI 307 Environmental compliance**

4

yes

GRI 203 Indirect economic impacts*

2

no

GRI 204 Procurement practices*

2

yes

GRI 413 Local communities***

2

yes

GRI 418 Customer privacy***

2

yes

GRI 206 Anti-competitive behavior*

1

no

GRI 402 Labor/management relations***

1

no

* = economic topic, ** = environmental topic, *** = social topic

In addition to topic-specific standards determined by GRI, the standard encourages
companies to report on other important topics identified in the topic materiality
analysis. Out of the ten companies, five had added one or more own indicators in the
GRI Index. The most notable own indicator was “share of more sustainable materials
used” which was included in three reports.
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Regarding the comparison presented in Table 3, it is apparent that some topic-specific
standards chosen in PaaPii’s materiality analysis correspond with the results of the
analysis of other companies’ reports. However, several dissimilarities were discovered
as well. There are a few explanations for some variations, especially regarding topicspecific standards that were reported by many companies but were not chosen in
PaaPii’s materiality analysis.
First, the list of topics to be evaluated in PaaPii’s materiality analysis was not a
comprehensive list of GRI standards. Instead, the list was compiled by the researcher
with a deliberate intention to simplify and narrow down, in order to reduce the
workload and complexity of the task from the perspective of the workshop
participants. Therefore, some topics from Table 3 were not included in the list of topics
that the workshop participants were asked to evaluate. These topics were anticorruption,

human

rights

assessment,

anti-competitive

behavior,

and

labor/management relations.
Secondly, the analyzed reports were from large companies with complex and global
supply chains, whereas PaaPii is a small company that highly values its own local
production and avoids having any suppliers outside of the EU. Due to these contextual
differences, it is logical that material topics are not entirely alike between PaaPii and
the benchmarked companies. Nonetheless, some topics appear to be material
regardless of the size of the company.
6.4

Guidebook for CSR reporting process

In connection to the initial discussions between the researcher and the PaaPii
representative about the objectives of this research project, it was necessary to create
a guidebook that would aid with the company’s CSR reporting process. From the
perspective of this participatory action research, the researcher intended the guidebook
and its accompanying presentation to encapsulate all significant findings and their
practical implications that were discovered through various methods and cooperation
between the researcher and multiple PaaPii representatives.
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6.4.1 Development of the guidebook
Based on all information that had been gathered at this stage of this research, a detailed
guidebook was compiled by the researcher to aid the case company, PaaPii, to be able
to engage in a continuous CSR reporting process according to the GRI standards. The
purpose of the guidebook was to present the GRI standards in a compact and simplified
form so that the guidebook could be understood and utilized as a management tool by
various employees, regardless of their previous experience in CSR management and
reporting.
As was established earlier in this report, some of the major challenges SMEs face
regarding CSR management and reporting are related to lack of resources, including
time and expertise (Johnson & Schaltegger, 2016; Kuisma, 2015; Bjartmarz &
Pedersen, 2015, p. 104) and the complexity of existing CSR tools and frameworks and
their unsuitability for SMEs (Johnson & Schaltegger, 2016). In this research, an
attempt was made to overcome these challenges by developing a guidebook
specifically tailored to the case company’s context. Furthermore, an accompanying
PowerPoint presentation was created by the researcher in order to provide the case
company with a summarized version of the main findings and content that was
discovered throughout the entire process of this participatory action research.
6.4.2 Completed guidebook and feedback
For the guidebook, the extensive GRI standards were narrowed down, summarized,
simplified when possible, and translated to Finnish language by the researcher. The
researcher made decisions on what to include in the guidebook based on the obligatory
requirements of the GRI standards and the results of the workshop that was conducted
earlier at PaaPii. In the end, the finished guidebook contained 26 pages, in contrast to
the most recent official consolidated version of the GRI standards, which contained
575 pages (Global Reporting Initiative, 2020). First, the guidebook introduced the
three universal GRI standards, which were described earlier in this report in chapter
4.4 GRI standards. Subsequently, the topic-specific standards chosen based on
PaaPii’s topic materiality analysis were explained. Finally, a custom-made GRI
content index was created by the researcher and included as an appendix to the
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guidebook. The GRI content index is an obligatory part of any report that follows GRI
standards, and it must include a list of all reported GRI standards and the page numbers
or links where the reader can find the corresponding information within the report.
Purpose of the index is to increase transparency and comparability of reports, as it
helps the reader to find specific information quickly within CSR reports (Global
Reporting Initiative, 2020).
After the guidebook was completed, a meeting was scheduled with the purpose of
presenting the guidebook and its accompanying PowerPoint presentation to the case
company. The meeting was attended by three PaaPii representatives: the company’s
CEO, and members of communications and operations functions. For this meeting, the
researcher had prepared a presentation in which the main topics related to CSR
reporting process as a management tool were introduced and explained. Then, the
results from the earlier workshop regarding stakeholder analysis and materiality
analysis were discussed in the presentation. Subsequently, the results of the analysis
of other companies’ CSR reports were presented, including a comparison of PaaPii’s
material topics to the material topics other companies had chosen to report on. Finally,
the actual guidebook to CSR reporting process following GRI standards created by the
researcher was presented.
Participants were encouraged to ask questions and discuss openly about any thoughts
that might arise during the presentation. Therefore, feedback and opinions were
observed by the researcher throughout the meeting. The results of the workshop
conducted earlier raised the most discussion. As was suggested by the researcher, the
company representatives agreed that the number of material topics chosen during the
materiality analysis was excessive, and the number should be significantly less than
18 in order for it to be realistic. Furthermore, the participants noted that it would have
been beneficial for them to learn more about different CSR topics before the workshop
was conducted. They assumed that it would have helped them to assess the materiality
of each topic more accurately. (Personal communication, September 6, 2021.)
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7

DISCUSSION AND CONCLUSION

To summarize an answer to the research question introduced in the beginning of this
thesis, “What are the advantages and challenges of using CSR reporting process as a
tool for CSR management in SMEs?”, the main advantages are related to the SMEs’
increased awareness of diverse CSR topics, and the new perspectives SMEs can gain
on CSR management through different parts of the reporting process. On the other
hand, the challenges are related to the extensive and complex nature of CSR reporting
frameworks which can be overwhelming for SMEs. Furthermore, attempts to reduce
complexity by simplifying the CSR reporting process could lead to inaccurate and
unreliable results. In this chapter, the results of this research will be discussed. Then,
the researcher’s reflection on the research methods and research process will be
reviewed. Lastly, final conclusions of this research will be presented.
7.1

Discussion of the research results

The results of this research have indicated that CSR reporting process, especially in
accordance with a framework such as the GRI standards, can help SMEs to become
more aware of various CSR issues and CSR management in general. Furthermore, the
stakeholder analysis and the materiality analysis of CSR topics included in the GRI
standards can be considered beneficial tools for SMEs in the beginning stages of CSR
management. However, the results of this research have also demonstrated that SMEs
encounter significant challenges in regard to CSR reporting process, particularly due
to the extensive nature of CSR reporting frameworks.
In support of previous research (e.g., Rodríguez-Gutiérrez et al., 2021; Tarquinio &
Xhindole, 2022), this research has demonstrated that CSR reporting process can help
SMEs to identify various CSR issues, and CSR reporting standards such as GRI can
provide SMEs a viable approach to fundamentals of CSR management through
reporting. This was found to be the case because the GRI standards feature methods
such as stakeholder analysis and engagement, materiality analysis of CSR topics, and
management approach to CSR topics. These are important not only in CSR reporting
but also in CSR management in general (Koipijärvi & Kuvaja, 2020, p. 109).
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However, complexity and enormousness of existing CSR reporting frameworks can
be considered a significant challenge for SMEs. In this research, the CEO of the case
company recognized the importance of CSR, and the company was already executing
CSR in its own way that was based on the company’s values. Nevertheless, even in a
company with considerably high CSR commitment and efforts, CSR management had
not been systematic, and the company’s CSR reporting had been minimal in the past.
Therefore, one part of this this research process was to create a practical guidebook for
CSR reporting in accordance with the GRI standards. The researcher tried to simplify
the CSR reporting process to overcome the problems of complexity and laboriousness,
as those have been identified as barriers for CSR implementation in SMEs (e.g.,
Johnson & Schaltegger, 2016). This aim was partially achieved, as a guidebook was
created that was much shorter in length than the actual GRI standards. However, it
became evident that all companies, including SMEs, truly face numerous wide-ranging
and complex CSR issues that require a deep level of understanding.
During this research, there were occasions in which the researcher’s attempts to reduce
complexity by deliberate simplification caused unintended negative consequences.
These outcomes were consequences of the following: (1) oversimplification of the
stakeholder analysis, (2) omission of potentially important topics in the narrowed
down list of topics for the materiality analysis, and (3) oversimplification of the rating
system in the materiality analysis. The reason for simplification was to increase the
SMEs willingness to adopt CSR reporting as a management tool, which was an
assumption the researcher made based on the knowledge acquired from previous
research (Johnson & Schaltegger, 2016). However, the observations made by the
researcher and the feedback received from the workshop participants indicated that, in
practice, the simplification efforts created a critical risk for participants to make flawed
assessments due to the lack of in-depth consideration from various perspectives.
For example, the materiality analysis required the participants to rate each topic from
two perspectives, of which one was the stakeholders’ perspective. However, there were
four distinctive and heterogenous stakeholder groups that were chosen as the most
important during the stakeholder analysis. Therefore, it was impossible for the
participants to give an accurate single rating that could truly reflect the perspectives of
all four stakeholder groups. In hindsight, it would have been more accurate if
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individual ratings were given from the perspective of each stakeholder group.
However, it would have required more time and effort from the workshop participants,
and therefore, it would have increased the difficulty and laboriousness.
Moreover, the researcher had narrowed down the list of potential topics for the
materiality analysis, and as a result, some topics were not discussed by the workshop
participants at all. For example, the benchmarking of other companies CSR reports
revealed that over half of the analyzed companies reported on anti-corruption and
human rights. However, these topics were not even discussed during PaaPii’s
materiality analysis due to the researcher’s assessment that these issues were not very
relevant for the case company. Although the participants did have an opportunity to
add topics to the list, no additional topics were discussed or added. The researcher
observed that assessing and rating all the 29 topics that were on the list was already a
tiring and almost overwhelming exercise for the participants. Therefore, it was not
surprising that they had no energy left to consider any additional issues. This finding
illustrated the extensive nature of CSR, corresponding with the idea that SMEs may
find CSR management and reporting overwhelming (e.g., Kuisma, 2015, p. 197).
As a conclusion from the discussion above, comprehensive CSR management through
utilization of CSR reporting process as a management tool is complex, laborious, and
time-consuming. Although it is possible for SMEs to receive help from external
parties, in this case a researcher making a thesis, it became evident throughout the
study that some aspects such as the materiality analysis of CSR topics require
significant engagement and effort from the company’s employees as well. In order for
the materiality analysis to produce accurate and reliable results, it would be beneficial
for at least one company employee to be deeply involved in the preparation and
organization of the materiality analysis, because the employees have a much deeper
knowledge of the company, including internal knowledge about the company’s
strategy, operations, supply chains and stakeholders.
7.2

Reflection on the research methods and research process

This study was conducted as a participatory action research in an exploratory manner
and multiple methods were used. Several different perspectives, aspects and methods
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were integrated into this thesis as individual components which ultimately contributed
to the overall quality and depth of the final work. From the perspective of the
researcher, the decision to follow the participatory action research approach enabled a
creative research process in which several different methods could be used, and the
research could be seen as a project consisting of several phases. This enabled an agile
approach in which information that was discovered during an earlier phase could be
used to modify the phases that were yet to be completed.
Participatory action research approach was particularly beneficial for this thesis in
terms of cooperation with the case company. As the objective was to study CSR
reporting process as a management tool in SMEs, active cooperation between the
researcher and the case company through workshops and discussions enabled various
employees from different functions to engage and contribute to the development of the
company’s CSR management through the utilization of CSR reporting process as a
management tool. Employee participation was beneficial for multiple reasons. First,
the employees were crucially important in providing insight on various CSR topics
from the perspective of their own jobs and company functions they belonged to.
Second, employee participation in CSR has been proven to increase employee
commitment and organizational identification (e.g., Bapat & Upadhyay, 2021;
Lythreatis et al., 2019; Simpson et al., 2020; Tarquinio & Xhindole, 2022).
In order to gain a comprehensive understanding of the complex and multidimensional
issues related to the topics discussed in this research, the researcher conducted an
extensive literature review which was ongoing throughout the process of writing the
thesis. Analysis of the existing literature provided the researcher with a deep
understanding regarding CSR and related concepts, CSR management, CSR reporting,
and CSR in the context of SMEs. As a result, the theoretical portion of this thesis was
developed into a robust and logical framework that supported the participatory action
research approach by providing a solid foundation for the empirical part of the
research.
Findings of the empirical research conducted for this thesis are mainly compatible with
previous research discussed in the theoretical framework. However, generalization of
the results of this research would be inappropriate due to the contextual issues,
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particularly because of the heterogeneity of SMEs. In the context of SMEs, it is
necessary to take into account various company-specific aspects ranging from the
company’s business sector to its organizational structure and supply chain. Therefore,
accurate and efficient CSR management in SMEs requires customization of CSR
management practices, and the CSR reporting process should be tailored to fit the
company-specific context. The perspectives of various stakeholder groups and the
process for materiality analysis need particular attention in the development of a
customized company-specific CSR management strategy.
7.3

Final conclusions

This thesis has revealed that participatory action research is a suitable approach in the
context of developing CSR management and CSR reporting process in SMEs.
However, the research has also shown that it is difficult to realize a significant social
change in a limited time frame of a thesis research project. Similar to any
organizational change process, the process of adopting a comprehensive approach to
CSR management requires time, effort and resources from the organization in
question. Several development cycles are needed to ensure that managers and
employees of the company understand the value of the CSR reporting process, and that
they learn to utilize the reporting process as a tool to develop the company's overall
CSR management. Likewise, in the context of this thesis, only time will tell whether
the case company in this research is going to continue to use and develop the proposed
CSR reporting process, and how it might impact the company’s CSR management in
the long run.
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Appendix 1
FORM USED IN THE WORKSHOP
Stakeholder analysis and materiality analysis for CSR reporting (in Finnish)

TÄRKEIMMÄT SIDOSRYHMÄT
Vastuullisuusraportin suunnittelussa on huomioitava tärkeimpien sidosryhmien
näkökulmat. Valitkaa yhdessä 3–4 sidosryhmää, jotka ovat yritysvastuun (sisältäen
taloudellisen, yhteiskunnallisen ja ympäristövastuun) kannalta tärkeimpiä.
1. ____________________________

2. ____________________________

3. ____________________________

4. ____________________________

(Sidosryhmiä ovat mm. alihankkijat, ammattiyhdistykset, asiakkaat, henkilökunta, jälleenmyyjät,
kansalaisjärjestöt, kilpailijat, media, omistajat, paikallisyhteisö, sijoittajat, tavarantoimittajat,
viranomaiset, yhteistyökumppanit)

VASTUULLISUUSRAPORTIN OLENNAISTEN AIHEIDEN VALINTA
GRI-standardin mukaan olennaiset aiheet valitaan kahden periaatteen avulla:
1. Kuinka merkittävät ovat yrityksen aiheuttamat taloudelliset,
yhteiskunnalliset ja/tai ympäristövaikutukset (sisältäen positiiviset ja
negatiiviset vaikutukset)
2. Kuinka merkittävä kyseessä oleva aihe on tärkeimpien sidosryhmien
kannalta
Arviointiasteikko 1–10, jossa 1= ei lainkaan merkittävä, 10= erittäin merkittävä.

TALOUDELLISET AIHEET
AIHE
Yrityksen taloudellinen tulos
Ilmastonmuutokseen liittyvät taloudelliset riskit
ja mahdollisuudet
Yrityksen epäsuorat/välilliset taloudelliset
vaikutukset (esim. laajemmin yhteisöä tai
yhteiskuntaa palvelevat sijoitukset
infrastruktuuriin tai yleishyödyllisten palveluiden
tukeminen)
Paikallisten toimittajien (tavaran- tai palveluiden)
käyttäminen

1. YRITYKSEN
KANNALTA

2. TÄRKEYS
SIDOSRYHMILLE
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YMPÄRISTÖAIHEET
1. YRITYKSEN
KANNALTA

AIHE

2. TÄRKEYS
SIDOSRYHMILLE

Materiaalien käyttö
Kierrätysmateriaalien käyttö
Yrityksen (käytettyjen) tuotteiden ja
pakkausmateriaalien uudelleenkäyttö ja
kierrätys
Energian kulutus (ja sen vähentäminen)
Veden kulutus
Jäteveden synty ja sen hävittäminen
Kasvihuonekaasupäästöt ja niiden
vähentäminen (mm. CO2)
Jätteiden synty ja jätteiden aiheuttamat
vaikutukset
Ympäristöön liittyvien lakien ja määräysten
noudattaminen
Toimittajien (tavaran- ja palveluiden) ja
toimitusketjun ympäristövaikutukset

SOSIAALISET/YHTEISKUNNALLISET AIHEET
AIHE
Työllistäminen ja työntekijöiden vaihtuvuus
Vanhempainlomat
Työturvallisuus ja -terveys
Työntekijöiden koulutus
Monimuotoisuus ja tasavertaiset
mahdollisuudet (koskien työntekijöitä sekä
johtoa)
Syrjimättömyys (koskee millä tahansa
perusteella syrjimistä)
Järjestäytymisen vapaus ja työehtosopimusten
noudattaminen
Lapsityövoiman ja pakkotyön käytön riski
Paikallisyhteisöjen huomiointi (esim.
paikallisyhteisöjen osallistaminen, vaikutusten
arviointi, paikallisyhteisöön kohdistuvat
kehittämisohjelmat)
Toimittajien (tavaran- tai palveluiden) ja
toimitusketjun sosiaaliset/yhteiskunnalliset
vaikutukset
Asiakkaiden terveys ja turvallisuus (sisältäen
tuoteturvallisuuden)
Tuotetietojen ilmoittaminen ja tuotemerkinnät

1. YRITYKSEN
KANNALTA

2. TÄRKEYS
SIDOSRYHMILLE

81
Määräysten ja sääntöjen noudattaminen
markkinointiviestinnässä ja mainonnassa
(sisältäen mahdolliset rikkeet)
Asiakkaiden yksityisyydensuoja
Sosiaalisiin ja taloudellisiin aiheisiin liittyvien
lakien ja sääntöjen noudattaminen (sisältäen
mahdolliset rikkeet)
MAHDOLLISET MUUT MERKITTÄVÄT AIHEET, JOTKA PUUTTUVAT LISTALTA:
AIHE

Kiitos! ☺

1. YRITYKSEN
KANNALTA

2. TÄRKEYS
SIDOSRYHMILLE

