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Abstract

This thesis aims to provide a better understanding on the phenomenon of assurance of
sustainability reports (SR) in Sweden by studying the role of the auditor through the lens of
institutional theory. The subject is specifically relevant to sustainability managers, auditors and
accountants as well as policy makers. The thesis gives an insight into the role of the auditor
today and the possible role of this professional in the future, through studying why and how
auditors work to establish and maintain themselves as assurance providers of non-financial
information.

The research question is answered through an empirical, qualitative study of the phenomenon
of third-party assurance of sustainability reports communicated to external stakeholders.
Empirical data has been collected through semi-structured interviews with experts in the field,
i.e. sustainability auditors and company sustainability managers.

The empirical findings of this study show that auditors use a set of institutional work types to
establish them as assurers of information in SRs, including advocacy of their own established
assurance standard, mimicry of existing financial audit practices and education of company
actors in how to develop internal sustainability reporting practices. Based on the results of this
study, it seems that auditors proactively try to create and maintain a role as assurance provider
in hope to constitute a central part in the development of both external corporate reporting and
actual internal corporate practices involving the aspect of sustainability.
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SR: Sustainability report

SA: Sustainability assurance

NFRD: The Non-Financial Reporting Directive, Directive 2014/95/EU

AAC: Annual Accounts Act

GRI: Global Reporting Initiative
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RevR6: The Swedish assurance standard, developed by FAR. An application of ISAE3000.
RevR12: The Swedish guideline on the auditor’s statement on the statutory sustainability report,
developed by FAR
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1. Introduction

Chapter 1 provides a background to the area of sustainability reporting as well as the
assurance of it. The overall objective of this study and associated research question is then

presented, followed by an outline of the thesis.

1.1. Background and research problem

As the world in the last decades has seen a steady increase in awareness and debate regarding
sustainability, the issue of sustainable development has become engraved in the public mind. A
growing general concern in society about the impacts of economic activity on the natural and
social environment has called for organizations to communicate performance information that
encompasses a broader accountability, not only toward financial stakeholders but also toward
society as a whole.

The issue of corporate sustainability is nothing new. It has been in development for decades,
and has had a steady increase in the general awareness as well as an increase in application by
companies. Sustainability is defined in the Brundtland report (WCED, 1987, p. 8) as when we
“ensure that development meets the needs of the present without compromising the ability of
future generations to meet their own needs” .

The idea that a company is responsible on an environmental and social level toward its
stakeholders and environment, that its responsibility exceeds that of just the financial, is the
foundation of sustainable economies and societies. At the 2020 World Economic Forum in
Davos, the overarching theme was “stakeholder capitalism”, a move from a focus on the
traditional shareholder towards all stakeholders (WEF, 2020). The Davos Manifesto was
presented, which declares that the purpose of any business today is extended from just being an
economic unit generating wealth into being a responsible actor for both environmental and
societal issues, that itself is a stakeholder towards its surrounding (ibid.). That is accompanied
by an increased general awareness about environmental and social issues as well as regulatory
changes (Gillet-Monjarret and Riviére-Giordano, 2017; Mori et al., 2014).

The inclusion of non-financial information in company reporting is increasing on a global level
and in 2017, as much as 78% of the world’s largest corporations integrated a sustainability
report (SR) in their annual report (KPMG, 2017). A sustainability report issued by a company
has an underlying intent of providing information, a voluntary disclosure of information, that
otherwise stakeholders or the market would not have had access to (Gillet-Monjarret and
Riviere-Giordano, 2017; Hahn and Kihnen, 2013; Simnett et al., 2009). The general rule
regarding voluntary disclosure is that companies are to disclose what ever information that is
material to its stakeholders, may they be investors, suppliers, customers or government
(Heitzman et al., 2010; Mori et al., 2014). It is also in many cases based on a cost-benefit
analysis by the management, that they choose to disclose information when the benefit exceeds
the cost for it, with the cost being future market risks and a lack of legitimacy towards the
society (Deegan et al., 2006; Gillet-Monjarret and Riviéere-Giordano, 2017).



Since 2017, itis in Sweden regulated in the Annual Account Act (AAC) that companies meeting
a set of requirements regarding turnover and number of employees are to report on their
sustainability operations in a statutory sustainability report, either separate or included in their
annual report (SFS 1995:1554). The regulations are in large an extension of the Directive
2014/95/EU (the Non-Financial Reporting Directive, henceforth called NFRD), implemented
by the European Commission in 2014 as a way to stimulate regulations regarding non-financial
reporting (EC, 2014). NFRD act as a guideline for domestic regulations, for example the AAC
in Sweden, and it is up to each country to implement it into their legislation.

When Swedish legislation implemented the NFRD, the criteria were set so that also smaller-
sized companies are now obliged to provide external stakeholders with a SR. From the pre-
works of the law change, it can be found that they did this with the argument that it would lead
to a broader implementation of internal sustainability practices among companies (Prop.
2015/16:193). The legislators also identified that a possible effect of this implementation was
increased costs for reporting and assurance services, which is why they also chose to adopt a
lower level of reporting, equivalent to “comply or explain”, meaning that companies have to
either disclose relevant sustainability information or explain why they don’t disclose what could
be relevant (Habek and Wolniak, 2013; Prop. 2015/16:193).

The regulations, both the NFRD and ACC, are clear on the fact that companies are to produce
a report, but they are fairly sparse in their requirements about what this report should encompass
or on what basis the content of the report must rest. It is stated that an SR is to be published
containing information about risks and possibilities relevant to the entity’s operations as well
as non-financial key performance indicators (KPIs) relevant to the operations (EC, 2014; SFS
1995:1554). Still, the lack of specified descriptions on what risks or KPIs to be reported, leads
in practice to a substantial amount of discretion for the producers of these reports.

In the implementation of the NFRD, the legislators also chose a lower level of assurance of the
disclosed information, where the responsible auditor of each company is obliged to make a
statement as to whether or not a statutory report has been produced (Prop. 2015/16:193). This
means that the auditor does not do an audit of the actual information in the report, but merely a
sign off that the report is produced according the legal requirements in AAC (PwC, 2019). This
can be set in relation to the higher level of assurance, a reasonable assurance, in which the
auditor is reviewing the actual content of the report, more in line with a traditional financial
audit (IAASB, 2013).

A recent study show that in a sample of 124 middle-sized Swedish companies that all was in a
development phase regarding sustainability reporting, 9% of those companies did not even
publish the statutory SR in the Annual report or on the web page (KPMG, 2019). There is thus
an on-going development of the sustainability reporting practices among Swedish companies
and still challenges facing the acceptance and implementation of the regulatory changes in
AAC.

The communication of information from a company in form of annual reports, as it exists in a
business context made up of companies striving for profit, needs to be legitimized towards it’s
receivers (Deegan et al., 2006; Gray et al., 1996, p. 38). The traditional way to legitimize and
give credibility to information is to have it audited or assured by a third party, for example an
auditor (DeFond and Zhang, 2014). This has traditionally been a way to ensure that
management of the company acts in the interest of the shareholders, i.e. a way of enabling
control and accountability (ibid.). As of today though, the purpose of having the information
audited and assured extends from the relationship between management and shareholder, to



apply to the relationship between the company and all its stakeholders (Hahn and Kihnen,
2013).

Auditing and third party assurance as a guarantee of reliability and credibility of the reported
financial information is thus essential in annual reports. As communicating information
regarding sustainability has become increasingly integral in these corporate reports, a natural
step seems to have been to include the sustainability reporting in this auditing and third party
assurance. This is reflected in the increasing global prevalence in both publishing and assuring
the SR (Mori et al., 2014; O’Dwyer, 2011). The practice of both publishing as well as assuring
the SR is spreading and increasing among the world’s economies, both in developed and
emerging economies (Mori et al., 2014). Since the publication of SRs has been voluntary, the
assurance by a third party has been a way to increase the credibility of it, which in turn is
important to the stakeholders (Park and Brorson, 2005; Simnett et al., 2009). Furthermore, (Park
and Brorson, 2005) shows that the motives for assuring sustainability information concerns
credibility of information, a response to stakeholder demands and an improvement of internal
reporting and corporate performance. Also it is of interest to include the idea of assurance of
reported sustainability information as a driver of transparency, thus putting the subject of
sustainability of companies’ agenda and facilitating organizational change (Gray et al., 1995).

As described above, from 2017 it is stated in AAC that for companies obliged to present a
statutory SR, an auditor is to leave a written statement attached to the SR regarding whether or
not the report is produced and presented according to the legal requirements (SFS 1995:1554).
This statement is the minimum level of assurance of an SR when complying with Swedish laws
and regulations. Companies also have the option to provide a more extensive assurance of the
SR, but this action is entirely voluntary in Sweden. This stand in contrast to other countries, for
example France, chose to adopt NFRD in another way, as they have regulated that a statutory
reasonable assurance is to be done of the SR, thus leaving less room for discretionary actions
regarding third-party assurance (Mnif et al., 2019).

In Sweden, companies thus have the decision between different levels of assurance of SR, in
which the assurance process is more thorough or more limited. A limited assurance is an
assurance process where the third-party assurer, the auditor, conducts only a brief review of the
report, whereas a reasonable assurance is extended to a deeper review of the whole report or
certain selected parts (IAASB, 2013). A reasonable assurance could be described as being
equivalent to the level of certainty of a traditional financial audit. This implies that the term
limited assurance will allude to more limited assurance engagements, while the term
reasonable assurance will allude to the more thorough practices of a voluntary assurance
engagement.

There are regional and cultural differences in sustainability reporting in the world, where,
according to Zorio et al. (2013), Sweden is a country in the forefront of the development of SRs
and therefore interesting to study in the perspective of SR assurance. Also, as shown by a study
by the auditing company PwC (2019) on 100 middle-sized Swedish companies, 65% of the
studied companies didn’t add the statutory assurance statement by the auditor in the SR. This
further warrants a discussion on the usage of assurance and how the concerned parties regarding
production of SRs, the company and the auditor, perceive the usage of it.

In terms of the demand and need of it, assurance of SRs could be argued to be equivalent to
assurance of financial reports. In reality though, as research show, the practice of assurance of
SR is varying from different contexts and even from different companies in the same industries
(Gillet, 2012; Kolk and Perego, 2010; Mori et al., 2014; Simnett et al., 2009). As for research



on the area, there is a significant amount of studies on the phenomenon of SR assurance, both
globally and on a European level (Gillet-Monjarret and Riviere-Giordano, 2017; Mori et al.,
2014; Simnett et al., 2009). For the Swedish context though, and particularly in todays’ situation
of both voluntary as well as mandatory assurance practices, there is a lack of knowledge and
insights. Park and Brorson (2005) studied third-party assurance of voluntary reports in Sweden,
although that study was on circumstances before the law change of 2017, thus only on
voluntary assurance engagements.

So, the situation in Sweden today is a unique one, with both a minimum mandatory assurance
level and a higher voluntary audit level, when it comes to sustainability information. In that
situation, the auditor is a key player, working both as a controlling party as well as a driver and
developer of sustainability practices, routines and standards.

The role of the auditor is something that researchers have studied to some extent. Farooq and
de Villiers (2019) showed that there is a will among assurance providing auditors to be the one
and only provider of sustainability assurances. They also showed that there is a critique toward
financial auditors and their preferred assurance standard for being inflexible and out of touch
with sustainability objectives. That goes in line with other researchers pointing out that it’s
complex and challenging to construct new sustainability assurance services, and that auditors
have a key role as they are facilitating transformation of practices from the financial to the
sustainable area (Deegan et al., 2006; Farooq and de Villiers, 2019; O’Dwyer, 2011; O’Dwyer
etal., 2011).

From the research about auditor’s role in sustainability assurance and auditing, there is an
apparent gap in knowledge about the role of auditors and their effect on sustainable
development. No research has taken the approach to in-depth study the case in the Swedish
context, one with both wide-spread mandatory sustainability assurance as well as voluntary
sustainability audit. Studying the phenomenon of SR assurance in this setting is necessary to
understand the challenges and possibilities facing the audit profession as well sustainability
assurance. From the auditor’s role in the Swedish context, with a framework of regulations and
standards that are in rapid development, the following research question can be phrased:

- What is the role of the auditor in the assurance process of sustainability information?

1.2. Aim and delimitations

The aim of the study is to empirically investigate the role of the auditor in SR assurance.
Through the above stated research question we can seek to understand what the role of auditors
is, how the role has been established and how the role is developing.

Studies regarding SR and assurance of SR has in some part focused on what is reported and
what is assured, i.e. the quality of the content in the SR (Hahn and Kduhnen, 2013). That
approach is certainly of interest and of relevance as to understand the content of non-financial
information as well as its effect on the receiver. The quality of sustainability information is
however not in the scope of this study. While assurance and auditing of SR may lead to a sense
of quality for the reported information (Cho et al., 2014; Park and Brorson, 2005; Simnett et
al., 2009), this study tries to address the role of the third-party auditor. Furthermore, the other
side of the spectra, the actual assurance, is also subject to different levels of perceived quality
(DeFond and Zhang, 2014; Zorio et al., 2013). While assurance quality could be important to
explore further when applied to SR, the focus of this thesis is not to engage in that area, but
rather use it as one of the tools in the analysis.



1.3. Structure of the thesis

The rest of the thesis is structured as following: Chapter 2 contains a presentation of the area of
sustainability reporting and the applicable assurance of it. In chapter 3, the theoretical basis is
presented with an analytical framework applicable to the aim of the thesis. Chapter 4 presents
the choice of method to answer the research question, including some methodological
reflections. Chapter 5 presents the empirical findings using the analysis model presented earlier.
Chapter 6 provides a discussion on the findings, and chapter 7 offers the conclusions of this
study.



2. Sustainability reporting and the assurance of it

Chapter 2 gives a presentation of the sustainable development and the idea of annual and
sustainable reporting. Thereafter, the circumstances of the Swedish context is presented,
followed by a walkthrough of the concept of sustainability assurance along with a review of

previous research,

2.1. Sustainable development

Sustainability is the key term when speaking about mankind’s future interactions with
environment (Gray and Bebbington, 2001, p. 294). In previous decades there was an idea that
societal and environmental responsibility on one hand and company growth on the other, were
two separate and opposing ideas, that there is a zero-sum game where companies who choose
to be socially and environmentally responsible do that on the cost of growth (Porter and Kramer,
2006). In reality, as economic development has shown, the concept of being a responsible actor
towards society, environment and stakeholders is interconnected to financial growth and a
necessity for success today (Gray and Bebbington, 2001, p. 220; Hahn and Kiihnen, 2013;
Porter and Kramer, 2006).

The idea of sustainable development has been a concept that has influenced accounting theory
for some time (Frostenson, 2015, p. 114). The area of sustainability reporting is located in the
broader field of accounting theory and could be said to have its own field of research, although
based upon the theories of accounting (ibid.). Accounting and accountability theories are about
the duty and the need of providing accounts and information on what one is held responsible
for (Gray et al., 1996, p. 38), for example sustainability information from a company to its
stakeholders.

In the accounting research, within which the area of sustainability reporting is set, there is the
question of paradigms. One paradigm is the economistic paradigm, in which we perceive
knowledge about accounting to be acquired through studying quantitative data and making
advanced quantitative models (Frostenson, 2015, p. 52). An alternative paradigm is the critical
one, in which we assume that there are deep structural settings and conflicts in society, of which
one need to be aware in order to analyse the subject existing there, for example accounting
practices (Frostenson, 2015, pp. 53-54). The latter paradigm is of interest to have in mind when
looking at sustainability reporting, as it is based upon qualitative aspects and developed from a
societal need of non-financial information (Gray and Bebbington, 2001, pp. 11-15).

2.2. Annual reports and sustainability reports

Financial accounting and financial reporting is about the information, according to law,
regulation or voluntary, that a company gives to its external stakeholder, and which stakeholder
bases their financial decisions upon (Frostenson, 2015, p. 26). As the financial accounting has
been standardised and formalized throughout decades of application, the more recent
development of the sustainability reporting is harder to explain. There is difficulties in applying
the financial framework of operations to the sustainability operations, and the complex nature
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of sustainability data, with in large degrees qualitative data, is hard to fit in the traditional
financial model (O’Dwyer, 2011).

The development of SRs could be argued to be driven by companies and its stakeholders (Hahn
and Kihnen, 2013). As stakeholders identify specific areas on which they perceive the
companies should report on or present information about, the companies thus feel obligated to
meet those demands and perceptions (Kolk and Perego, 2010). What areas in the SRs that are
developed differs from case to case, as different stakeholders have different demands, and
different companies identify differently what stakeholders that are of most importance to
satisfy. When it thus develops, the possible lack of regulations is identified by actors, may they
be government, companies or perhaps NGOs. One example of an implemented regulation like
that is NFRD and the Swedish regulation of statutory SR publication in the AAC.

The development of sustainability reporting practices can also be viewed as being a case of
normative isomorphism, meaning that units, in this case companies, that exist in the same
setting and under the same structure tend to adopt the operations and actions from one another
(DiMaggio and Powell, 1983). In the case of SR development, it is reflected in the ways the
professional accounting and reporting principles of the financial data are spreading to the non-
financials, as well as among different companies (Kolk and Perego, 2010). (DiMaggio and
Powell, 1983) further argues that isomorphism enhances the companies’ long-time survival and
stability and that it facilitates institutional legitimacy and political power. By this reasoning,
companies can modify its operations and behaviour regarding sustainability practices,
disclosures and the assurance of it, according to the environment and social settings it exists in
as well as the social surrounding that is created (Kolk and Perego, 2010; Martinez-Ferrero and
Garcia-Sanchez, 2017).

There could be both advantages and disadvantages in regulating SR publication, with
advantages being increased standardisation, comparability and transparency (Habek and
Wolniak, 2013). The disadvantages could be a lack of knowledge and understanding between
the regulatory party and the companies responsible of implementing the regulations, that a
broad standard may not fit all organisations and operations (Hahn and Kiihnen, 2013).

2.2.1. The Global Reporting Initiative (GRI)

The GRI GSSB (Global Sustainability Standards Board) is an organisation that offers standards
on non-financial reporting (GRI, 2020a). The division in GRI 200 Economic, GRI 300
Enrvironment and GRI 400 Social follows the three parts of the classic triple bottom line and
the standards are applicable for the beginning of year 2018 and forward (GRI, 2020b). The
Global Reporting Inititative (GRI) is by far the most common guideline for sustainability
reporting on a global scale, used by 75% of the 250 biggest companies in the world (KPMG,
2017).

The GRIs are used by companies as guidelines on what to report, depending on the specific
areas that they have identified as material to their operations and stakeholders. The guidelines
are extensive and offers guides on all areas relating to non-financial information by a company
(GRI, 2020b).



2.3. Statutory SR according to NFRD and AAC

2.3.1. The Non-Financial Reporting Directive (NFRD)

The Directive 2014/95/EU, called the Non-Finacial Reporting Directive (NFRD), regulates the
disclosure of non-financial and diversity information. In EU, with beginning for periods on or
after 1 January 2017, public interest entities with over 500 employees, approximately 6000
companies, are required to report non-financial information annually (EC, 2014). The Article
19a section 1 in the directive contains directions for how the reporting should be conducted, for
example the following set of points:

“...(a) a brief description of the undertaking's business model;

(b) a description of the policies pursued by the undertaking in relation to those matters,
including due diligence processes implemented;

(c) the outcome of those policies;

(d) the principal risks related to those matters linked to the undertaking's operations including,
where relevant and proportionate, its business relationships, products or services which are
likely to cause adverse impacts in those areas, and how the undertaking manages those risks;

(e) non-financial key performance indicators relevant to the particular business.”

In the same article as above, the following sections are included regarding how the information
is to be assured:

“5. Member States shall ensure that the statutory auditor or audit firm checks whether the
non-financial statement referred to in paragraph 1 or the separate report referred to in
paragraph 4 has been provided.

6. Member States may require that the information in the non-financial statement referred to
in paragraph 1 or in the separate report referred to in paragraph 4 be verified by an
independent assurance services provider.”

From section 5 above, it can be understood that member states, for example Sweden, shall
ensure that the minimum level of assurance is one where the auditor states whether or not the
SR is provided. Section 6 also adds that member states have the possibility to demand a higher
level of assurance of the SR (a reasonable assurance), where the report is verified, meaning that
the actual content of the report is assured.

2.3.2. Swedish implementation of NFRD

As an extension to, and as a national implementation of the regulations stated in the NFRD, it
was added in AAC that Swedish public companies are to present an SR if a certain set of
requirements are fulfilled. Every entity that for each and every of the last two years lived up to
at least one of the following three requirement are to present a SR: 1) the average number of
employees during the year was more than 250; 2) the net balance was 175 million; 3) the net
turnover was more than 350 million SEK (6" chapter 10§ AAC).
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The Swedish legislators have interpreted NFRD in a broader way than other member countries
and have chosen to lower the threshold and requirements for what companies that are affected
by the legislation, from an average of 500 employees to 250 (Prop. 2015/16:193). That means
that more and smaller companies are affected by the regulations than in other EU countries. Of
the approximately 6000 affected companies overall in the EU at the time of the implementation
of the directive, around 1600 were Swedish (EU, 2019; KPMG, 2019). The Swedish legislators
argued that this lowered threshold would mean more companies are affected by the requirement
to publish SR, which in turn leads to a broader implementation of sustainability practices
throughout all industries (Prop. 2015/16:193).

The legislators further identified that the lowered threshold will lead to higher costs for more
companies in terms of reporting and assurance costs, which is why they chose to accept a lower
level of assurance, i.e. one where the auditor only is obliged to state whether or not a statutory
sustainability report has been produced (PwC, 2019). Sweden thus chose not to adopt the
demand of reasonable assurance of sustainability reports (section 6, article 19a of NFRD),

The regulations in AAC are in large similar to the NFRD in the description of how the reporting
is to be conducted. The 6th chapter, 12th § in Annual Accounts Act (1995:1554) states:

“The Sustainability Report should include the sustainability information needed to understand
the company's development, position and results and the impact of the business, including
information on issues related to the environment, social conditions, personnel, respect for
human rights and anti-corruption. The report should state

1. the company's business model;

2. the policy that the company applies to the issues, including the review procedures that have
been carried out;

3. the result of the policy;

4. the material risks related to the issues and are linked to the business of the company
including, where relevant, the business relationships, products or services of the company that
are likely to have adverse consequences;

5. how the company manages the risks, and
6. key performance indicators that are relevant to the business."

At a study of what is actually said in the regulations, one can understand that entities are to
report on non-financial matters, but it does not say how to do it. It says though under (6) that
the entities are to report on “key performance indicators that are relevant to the business.”, but
not what these indicators are. There is thus a large amount of discretion on the matter and much
is left to the standard setters to make up the accounting and reporting standards.

In the pre-works for the law change in AAC, it is also open for interpretation on what is meant
by “in accordance to legal requirements” in regard to what information is to be included in the
SR, which could be experienced as blurry or unclear. It is though stated that the assessment is
not be based on what is material to the company, but to the stakeholders of it (Prop.
2015/16:193).



In the AAC it is also stated that if a statutory sustainability report is published, the company’s
auditor is to make a statement as to whether or not a statutory sustainability report has been
presented in accordance to the regulations in AAC. This statement is what is meant when talking
about an assurance statement. As noted before, the company can choose to do a more extensive
audit or assurance on the SR, but this assurance statement is the minimum requirement when
complying to the Swedish laws and regulations.

The requirement regarding a statement from the auditor means that the SR, along with the
corporate governance report, is exempt from the audit that the rest of the annual report is subject
to. The statement is therefore only a sign off that the report is according to what is stated AAC.
Any other review, for example a more thorough assurance or a review from a third-party that
is not the auditor, is thus voluntary.

2.4. Auditing and assurance of sustainability information

The process of providing reports from a company is to create accountability in the relationship
between the giver and the receiver of the information (Gray et al., 1996, p. 38). In social and
environmental accounting, the reporting entity is creating accountability by providing
information to the party with the right to access the accounts (Gray et al., 1997). It is the same
idea as in traditional financial accounting, except that instead of the shareholder, the proposed
receivers are the stakeholders (ibid.). The third party assurer in turn needs to be independent in
order to assure, towards the stakeholders, that the report gives a fair and true picture of the
company (Deegan et al., 2006; Hahn and Kiihnen, 2013).

2.4.1. The role of the auditor

From the literature on the phenomenon of SR assurance in Sweden, the role of the auditor in
this context can be illustrated as below in Figure 1. The independent auditor get it’s guidelines
for how to conduct an assurance through the standards established by the standard setting
organisations, IASB and FAR. The assurance is done on the reported sustainability information
from the company through the SR, with the assurance report being the formal product going
back to, and being added to, the SR. From literature on the auditor’s role though, including
research articles (Farooq and de Villiers, 2019; Gillet, 2012; Park and Brorson, 2005),
regulations (FAR, 2020a; IAASB, 2013) and pre-works (Prop. 2015/16:193), one can identify
that the auditor also work as a mediator of feedback and improved practices, both towards the
reporting entity as well as to the standard setters. The auditors can provide feedback to the
company on accounting practices, measuring tools and guidance on how to improve and make
the sustainability and reporting practices more effective (Farooq and de Villiers, 2019;
Fernandez-Feijoo et al., 2012; Perego, 2010). They also provide feedback and insights of
improvement to FAR and IASB, for the standards to be better adapted to the current
circumstances.
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Figure 1. Model of the formal role of auditors in the context of statutory sustainable
reporting in Sweden

2.4.2. The assurance engagement

According to ISAE3000, an assurance assignment is an assignment where an auditor has the
ambition of collecting sufficient and relevant evidence to be able to leave a statement designed
to increase the degree of trust among parties other than the one responsible for the result or the
assured object (IAASB, 2013).
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For assurance statements there are different levels of scope, a reasonable assurance and a
limited assurance, with the first one being more extensive in its process while the other is less
extensive and leaves room for a higher degree of uncertainty in the final statement (IAASB,
2013). A limited assurance statement is used in many SRs in Sweden today and is designed as
a process in which the auditor reviews the evidence of the assured object to the extent that a
statement can be made about whether or not the auditor has any reason to believe that the object
is not according to legal requirements (FAR, 2020a).

In auditing, when deciding on the boundaries of when an audit or assurance is complete, or the
undertaken auditing commitment is fulfilled, it is spoken of in terms of comfort (Carrington
and Catasus, 2007). As sustainability assurance is an underdeveloped discipline, in relation to
financial auditing, there is difficulties for auditors to define comfort in their engagements,
which is a challenge in the development of the standards and the practices used (Edgley et al.,
2010).

2.4.3. Assurance standards — ISAE3000, AA1000AS & FAR’s recommendations

ISAE3000 (International Standards on Assurance Engagements) is a standard set out by IASSB
(International Auditing and Assurance Standards Boards), containing a framework of how to
conduct auditing and assurance on non-financial information (IAASB, 2013). The ISAE3000
is the globally most used standards by professional accounting assurance providers, i.e.
auditors, and it aims at setting an international standard and thus reducing variability in the
assurance procedures and statements (IAASB, 2013). Although the ambition to being a uniform
standard, studies have shown that there is variability in ISAE3000 assurance statements, mainly
in emerging economies where there is a lack of underlying sustainability assurance standards
and procedures, despite the recommendations and intention of ISAE3000 (Janggu et al., 2013;
Mori et al., 2014).

AA1000AS (the AccountAbility AA1000 Assurance Standards) is the other commonly used
standard by assurance providers, set out by the organization AccountAbility (AccountAbility,
2020). It is preferably used by non-accounting assurance providers and is more focused on
practical sustainability practices and processes in different organisations, not necessarily
companies (Kolk and Perego, 2010).

The Swedish standards on assurance of non-financial information, developed by FAR, is based
on the ISAE3000 framework, although adjusted to the Swedish context (FAR, 2020a). All
Swedish professional auditing firms comply with these standards.

What information the auditor is to give in his report/statement is depending on the type of
assurance engagement, whether it’s the statement regarding the statutory SR or if it’s an
assurance or audit of voluntary sustainability information exceeding that of the minimum legal
requirements. FAR offers auditing recommendations and standards for both types of
engagements: RevR12, regarding the statutory SR according to AAC and RevR®6, regarding
sustainability accounting and information exceeding that of the minimum legal requirements in
AAC. In practice, RevR6 is an application of ISAE3000, working as an explanation on how to
conduct an assurance engagement in a Swedish context (FAR, 2020b).

From 2017 and forward, applicable to the law change in AAC regarding mandatory SR
publication, the standard RevR12 The auditor’s report on the statutory sustainability report 1S
used (FAR, 2020c). It is a guideline on how the assurance should be conducted as well as how
it should be presented in form of an official statement added to the SR. The level of assurance
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in this engagement is described as following: “This means that my (our) examination of the
statutory sustainability report is substantially different and less in scope than an audit
conducted in accordance with International Standards on Auditing and generally accepted
auditing standards in Sweden.” (FAR, 2020c). It can be understood that this standard is aimed
towards the statutory SR, for companies living up to the minimum legal requirements.

In a simplified explanation of the Swedish context, it can be said that sustainability information
included in the report is: a) limitedly assured through RevR12; b) reasonably assured through
RevR6 or; ¢) a combination of both. In RevR6 Assurance of sustainability information, it is
stated that it is not applicable on SRs according to AAC 6:10, i.e. it’s not applicable to Statutory
reports that companies meeting the requirements on employees and turnover are to produce
(FAR, 2020b). RevR6 is thus applicable on assurance engagements of sustainability
information generally, and offers a deeper assurance than RevR 12, which is more off a sign
off. Companies can though give their auditor the mission of reviewing their sustainability
information according to RevR®6, leading to a combined statement by the auditor, including
both a reasonable assurance according to RevR6, as well as a the statutory statement according
to RevR 12 (FAR, 2020c).

2.4.4. Previous research on assurance of SR

The reasons for assuring sustainability information include responses to various forms of
normative and mimetic pressure, in order to obtain legitimacy and credibility (Dando and Swift,
2003; Farooq and de Villiers, 2019; Gillet-Monjarret, 2018). Park and Brorson (2005) studied
the drivers of sustainability assurance in Sweden and found that companies want to assure
sustainability information in order to get guidance on how to develop internal reporting
practices as well as to increase the credibility of the information. The authors also found that
reasons for not assuring was the costs of assurance as well as lack of evidence that assurance
increases credibility. Research since has though given evidence on the fact that sustainability
assurance do increase credibility (Gillet-Monjarret and Riviére-Giordano, 2017; Hahn and
Kihnen, 2013; Simnett et al., 2009; Zorio et al., 2013). The overall perceived quality of the SR
is also increased when assurance is applied (Moroney et al., 2012).

Researchers have found that there is greater credibility of the SR when it’s assured by a
professional accountancy firm (Cho et al., 2014; Pflugrath et al., 2011). There is also results
showing that professional accountancy firms and auditors issue better assurance statements than
non-accounting consultants (Fernandez-Feijoo et al., 2012). O’Dwyer (2011) studied the
evolvement of assurance procedures and the tensions between accountants and non-
accountants, and found that there are difficulties in transferring practices and techniques from
the financial area to new assurance areas, such as sustainability information. The development
of assurance practices for SR is a case of transformation of practices and rules from the financial
auditing area, giving space for accountants and auditors to shape the process (Kolk and Perego,
2010).

Hodge et al. (2009) found that a high level of assurance of SRs, a reasonable in comparison to
a limited one, affects the reader’s perception of the reported information positively. The authors
also found that when the assurance level is reasonable (high), the readers put more trust in the
reported information if the assurance provider is a top accountancy firm rather than a consultant,
while in the case of limited level assurances (low), there were no difference whether it were
provided by an accountancy firm or not (ibid.). Perego (2010) found similar results, that the
usage of Big 4 accounting firms as assurance providers positively affect the quality of assurance
in terms of assurance procedures and reporting format.
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For international assurance standards, such as ISAE3000, it has been found that these should
include better specific guidelines for assurance providers, in order to facilitate introduction and
usage of assurance practices on sustainability information (Manetti and Becatti, 2009). In
emerging economies, there is also still variability in the assurance statements, despite
international standards like ISAE3000 trying to formalise the process (Janggu et al., 2013; Mori
etal., 2014).

The assurance statement itself is also an object worth to study. Gillet-Monjarret (2018) shows
that the assurance statements are sometimes poorly documented and lack details from the
assurance procedure, which sometimes cast doubts on the trustworthiness of it. This is in line
with other research findings, pointing out a lack of information about the scope and extent of
assurance procedures as well as about the applicable standards (Deegan et al., 2006). In
assurance statements there has also been found a tendency of using scope limitations to
downplay expectations and thus excusing not including certain information of the process
(O’Dwyer and Owen, 2005).

The presence of a Chief Sustainability officer or a sustainability committee in the company
increases the likelihood of having the SR assured and positively affects the quality of the
assurance (Peters and Romi, 2013; Rossi and Tarquinio, 2017). There is thus a level of
discretion depending on the responsible actors in each company. As voluntary assurance
engagements are initiated by the management, they may thus restrict the process as they wish,
resulting in sustainability assurance processes in large being under managerial capture
(Fonseca, 2010; Gillet-Monjarret, 2018; O’Dwyer and Owen, 2005).

Researchers have found ambiguous results on the question of value relevance of assurance of
SRs, i.e. whether or not assurance can positively affect the valuation of a company in the eyes
of investors. Coram et al. (2009) found in their study that assurance only had an effect on
professional investors company stock price valuation when the assurance was perceived
positive, i.e. a lack of assurance did not affect the valuation. In a more recent study by
Reimsbach et al. (2018), the assurance of SRs showed to positively affect valuation of
sustainability performance, but only when a separate report was presented instead of an
integrated one, further giving merit to the fact that the valuation and motivation of assurance of
SRs is dependent on the context.

Farooq and de Villiers (2019) did a study on the role and competition between accounting
assurance providers and non-accounting assurance providers in Australia and New Zeeland and
found that professional auditors use a range of tools in order to maintain and establish their
position as the main assurance providers. The study showed that auditors advocate that their
assurance standard is superior to the alternatives and that they are better suited as they have a
natural connection to the traditional financial auditing, something that is embedded and linked
to quality in the eyes of companies.
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3. Theoretical framework

In this chapter, the theoretical framework is presented. The study uses institutional theory
to explain the role of the auditor. Furthermore, an analytical framework is presented,

containing an analysis model applicable to the aim of the thesis.

In prior research on the subject of assurance of sustainability information, researchers have used
different theoretical approaches to explain the phenomenon. In this study, institutional theory
is used. It is suitable when wanting to create an understanding of the role of the auditor in the
perspective of them being an actor in a certain situation, with abilities to both affect, as well as
being affected by, the institutional setting they are in. This theory is presented further in the
section below.

Other theories used in previous research are the agent theory, in which one can include positive
accounting theory and signalling theory, stakeholder theory and legitimacy theory. The agent
theory focuses on the relationship between the agent (management) and the principal (owner),
in which there is an information asymmetry and thus a need for information between the parties,
on the basis of the principal needing to control that the agent is acting in the best interest of the
principal (Frostenson, 2015, pp. 63-65). From this basic relationship one can expand it to
normative accounting theory, in which we look closer at the costs that occur in the contractual
relationship between actors, giving us a tool to understand different actors’ accounting
decisions (Frostenson, 2015, pp. 65-67). Signalling theory surrounds the idea that
announcements and publications from companies signals that that the company is acting or
behaving in a certain way, thus explaining why companies tend to report, or not report, on
certain information (Frostenson, 2015, pp. 67—69).

When studying the reasons and incentives for publishing SRs and having them assured, the
research is often framed around the stakeholder theory, both when it comes to the perception of
the stakeholders themselves as well as the company (Cho et al., 2014; Mnif et al., 2019;
O’Dwyer and Owen, 2005; Park and Brorson, 2005; Zorio et al., 2013). The stakeholder theory
focuses on the actors and parties that surrounds a company, both internally and externally, such
as employees, customers, suppliers, government, shareholders, NGOs etc., and their subsequent
power and abilities to affect, as well as being affected by, the company (Freeman and Reed,
1983). This approach is functional in describing and analysing what external and internal forces
that drives companies to act in certain ways and take certain decisions (Frostenson, 2015, p.
71).

The legitimacy theory is defined as the process in which companies act, operate or adopt
practices in order to legitimise themselves as vital parts of the society which they are in, like a
moral mandate to exist and operate (Frostenson, 2015, pp. 71-73). In sustainability practices
this can be seen as when companies adapt by changing or adopting practices that is more in line
with what is expected from them by the surrounding society.

All of the theories above are more or less well equipped to explain the area of assurance of SR.
Although, as this study is focused on the role of the auditor and to understand it’s role internally
in the context of the assurance process as well as externally in the surrounding macro level, the
institutional theory provides an applicable framework. Below, this theory is presented, along
with an applicable analytical framework according to the context and scope of this study.

15



3.1. Institutional theory

In organizational theory, the usage of institutional analysis has gotten an increased usage in the
last decades, with the emergence of social, political and economic institutions in the
organizational literature (Powell and DiMaggio, 1991, pp. 2—-3). The “new institutional theory”
takes into account not only the actor’s decisions as an extension of benefits and costs, but
extends it to also include the institutional context that it exists in (Frostenson, 2015, pp. 73-75;
Powell and DiMaggio, 1991, p. 5). It can explain why actors choose to act in a certain way by
explaining the pressures and influences that they are both affected by as well as affecting
(Lawrence et al., 2011). This theoretical approach could be applied to accounting and reporting
circumstances, as one can get an understanding of the actors’ roles in the context they are in,
rather than just the strict focus on every actor’s strive to maximize their utility that is found in
many other theoretical approaches. For example, through an institutional lens, we can try to
understand the auditor in the specific context of SR assurance in Sweden, and the drivers and
pressures that affect and are affected by them.

Lawrence and Suddaby (2006) writes about institutions and institutional work in terms of
creating, maintaining and disrupting institutions. They argue that there has been an emergence
in the institutional studies to understand the role of actors, in how they affect, transform and
maintain institutions and institutional change. Lawrence et al. (2011) further points out that
institutional work could give insights into the specific actions and mindsets of certain actors in
certain contexts, thus explaining how and why they act in certain ways. In relation to the
illustration of the auditor’s role in Figure 1 in section 2.4.1., one can use institutional theory to
identify that the interlinkage and communication between the different parties in the model is
something that defines each party’s role. As institutions are shaped and generated by the social
actors who influence them (Lawrence and Suddaby, 2006), so is the auditor’s role an institution
shaped by social actors, i.e. the auditors themselves. There is thus value in studying the
institutional motives and actions that drives auditors in their role in SR assurance.

3.2. Analytical framework based on institutional work theory

In order to understand the role of the auditor in SR assurance, we can devise an analytical model
based on institutional theory. The model, presented in Table 1, is based on Farooq and de
Villiers' (2019) “New model for the analysis of institutional work”, but adapted to this study’s
circumstances and scope. They studied the competitive relation between accounting
sustainability assurance providers and non-accounting sustainability assurance providers in
Australia and New Zeeland, while this study focuses on the auditor as main sustainability
assurance provider in a Swedish context.

The model, adapted to this study, contains five kind of element to consider in analysing
institutions. It contains existing influences and constraints, mechanism(s) used, types of
institutional work, new or existing institutions and the auditor’s institutional objectives. The
existing influences and constraints give a picture of what could drive or slow down the
development of an institution, for example regulatory pressure and actor’s self-interests. The
types of institutional work is presented in-depth below. Mechanism(s) used could be
exemplified as different kinds of strategies to influence or affect the institution or its actors, for
example rhetoric, argumentation and analogies. New or existing institutions allude to the actual
institutions that certain actors are trying to influence or affect, for example an auditor could try
to influence how companies handle their internal reporting practices. Actor’s institutional
objectives are the goals that the actors are trying to achieve, for example a legislator trying to
influence how companies report by changing the regulations regarding it.
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From the works of Lawrence and Suddaby (2006) on the types of institutional work performed
by actors in order to create and maintain institutions, we can identify 5 types of work relevant
to our study. Those are presented below under point 2 in Table 1, with short descriptions. These
types of work are applicable to the role of the auditor in order to understand it’s role in the
Swedish context of SR assurance. By applying these work types to our study subjects we can
try to understand how auditors work to create a situation of them being the main assurer and
how they work to develop and maintain that role.

Table 1. Model for the analysis of auditors’ institutional work. Revised from Faroog and de
Villiers' (2019) “New model for the analysis of institutional work”

1. Existing influences Institutions and pressures that influence actors
and constraints

2. Type of institutional

work

A. Mimicry Associating new practices with existing sets of taken-for-granted
practices, technologies and rules in order to ease adoption

B. Advocacy Mobilization of political and regulatory support through direct
and deliberate techniques of social suasion

C. Educating Educating actors in skills and knowledge necessary to support
the new institution

D. Policing Ensuring compliance through enforcement, auditing and

monitoring

E. Embedding and
routinizing

Actively infusing the normative foundations of an institution into
the participant’s day to day routines and organizational practices

3. Mechanism(s) used

For example discursive strategies such as analogies, metaphors

and rhetoric

4. New or existing Institution(s) the actors are trying to influence

institutions

5. Auditor’s
institutional objectives

Overarching goals of the actors

When creating institutions, as in auditors setting up frameworks and assurance practices for
sustainability information, one can use the three work types mimicry, advocacy and educating.
Mimicry is about how social actors work to associate and leverage existing taken-for-granted
practices with new ones, in order to ease adoption of the new institution (Lawrence and
Suddaby, 2006). In the case of SR assurance, it could be exemplified by auditors associating
already established practices, such as the financial auditing framework, onto the new situation,
the assurance process of sustainability information. As the SR assurance process is relatively
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new compared to the traditional financial audit, it could perhaps easier gain support among the
affected actors if they perceive it to be linked with what they are already familiar with, i.e. the
financial audit.

Advocacy is described as different kinds of actions taken to mobilize support to a new institution
in order to provide legitimacy to it (Lawrence and Suddaby, 2006). It can be exemplified by
lobbying, advertising, developing alliances with key actors and mobilizing key players. The
idea is that one have to mobilize support among certain actors and perhaps use agents to
mobilize resources necessary to established the new institution. Educating handles the need of
making sure that actors have the necessary skills and knowledge for the establishment of the
new institution (Lawrence and Suddaby, 2006). For example, in order to implement new
reporting practices for sustainability information, one must make sure that reporting actors, the
companies, have the necessary skills and knowledge. They must for example know how to
measure and collect relevant data and have to have the tools to analyse it.

When one want to maintain already established institutions, as in auditors wanting to ensure
themselves as the main assurance provider of SR assurance, one can use policing and
embedding and routinizing. Policing implies that actors use different kind of sanctions and
enforcement tools to ensure that the other actors act according to the settings of the actual
institution (Lawrence and Suddaby, 2006). In auditing and assurance this can be seen as auditors
having a function of controlling the company, with a sanction based on legal requirements, that
the auditor need to review the reported information and sign the auditor’s report in the annual
report.

As for embedding and routinizing, it could be described as actively embedding how things
should be conducted by involving the participants in for example the decision making process,
giving them a sense of comfort in the application of the institutions foundations (Lawrence and
Suddaby, 2006). In assurance processes, it could for example be that auditors work to build a
normative and shared view of how all actors, including the companies, should conduct their
sustainability businesses and practices.
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4. Method

In this chapter, the methodological framework is presented. The chapter begins with the
scientific approach of the study, followed by explanations of the method that has been used.
Semi-structured interviews was done to collect data, on which a thematic analysis was done

according to the themes identified in the analytical model.

4.1. Research design

When defining and deciding on the research design approach and the applicable method of the
study, one must consider the ontological and epistemological views (Guba and Lincoln, 1994).
These are connected to the method and the assumptions made. Ontology is described as the
nature of reality and what we count as real and what we know about it, while epistemology can
be described as the idea of knowledge and what we know or not know of it (Guba and Lincoln,
1994). In this study, regarding the ontological view, the assumption will be made upon the
constructivist approach, which means that one assumes that individual actors have the
capability of affecting the institution and setting there in, that culture and organizational
structures are not pre-given (Bryman and Bell, 2015, pp. 32-35). This assumption is necessary
in order to be able to understand how the study object, the auditors, are affected as well as
actively affecting the environment there in, and what the subsequent implications of that is. As
for the epistemological approach, this study uses the assumptions of the interpretivism strategy,
in which the understanding of a phenomenon must be based on the experience of the actors who
work with it (Bryman and Bell, 2015, pp. 35-38), i.e. auditors in the context of SR assurance.

4.1.1. Qualitative study

When studying a complex phenomenon with defined boundaries and functions, such as
assurance of sustainability information, one can use qualitative method, such as a case study,
in order to get an in-depth understanding of it (Bryman and Bell, 2015, p. 68). A case study can
facilitate the usage of different methods, such as interviews and documentary data collection of
different sources, which in turn gives the researcher the ability to get a detailed and intensive
examination of the case (ibid.). For this study, when the study object is the sustainability auditor
and the institutional situation they are in, one can apply a case study technic, in terms of in-
depth interviews with experts in the area in combination with documentary data collection of
legislator and regulatory documents. This will give the ability to gain in-depth insights into the
phenomenon.

The literature study and the subsequent first draft of the theoretical background worked as the
foundation on which interview questions were phrased. During the data collection and analysis
an open-ended strategy was used, which gave room for modification of the theoretical
framework, during and after data collection and analysis. This method suggests that the
approach were a combination of both inductive and deductive reasoning, implying that it might
be preferred to as an abductive approach (Bryman and Bell, 2015, p. 27). The applied method
is illustrated in Figure 2 below.
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Figure 2. Model of the abductive research method used in the study

For the empirical gathering of the thesis, semi-structured interviews were done with experts in
the field of sustainability reporting, in order to gain a deeper understanding of the studied topic.
Those experts were auditors with special knowledge and experience in assuring SRs and
sustainability experts and managers from companies.

4.1.2. Unit of analysis

The unit of analysis in this study, in order to answer the research questions, was the actors
involved in the process of SR assurance, i.e. the auditors who assure and the companies who
produce the information. In order to answer how and why the role of the auditor is what it is
today and in the future, we must look at these specific actors in the context which they are in,
the assurance process of sustainability reports in Sweden.

4.2. Literature search and review

Literature reviews have the purpose of functioning as a foundation for the study, to identify
what is already known about the area, what concepts an theories that are relevant and what kind
of previous research that has been conducted about it (Bryman and Bell, 2015, pp. 100-102).
In this study, using an abductive method in terms of continuously revising and adjusting the
aim and method according to both the literature review and the collected data, a narrative review
IS best suitable (Bryman and Bell, 2015, pp. 110-111). A narrative review is also suitable, as
the purpose of this study is not to accumulate knowledge, but rather to generate understanding
of an already existing phenomenon.
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A literature search was done in order to get knowledge about the previous research in the field
of SR assurance. The search engines that was used were Google Scholar, Scopus and SLU
Library’s search engine Primo. Focus were on highly cited articles on SR assurance in
combination with newer, up-to-date articles, to capture and frame the studied phenomenon and
to narrow down the research field. In order to gain relevant articles for the research question
and the topic, a number of key search words were used. These words were used separately as
well as in combinations. The words are according to Table 2 below.

Table 2. Summary of key words used in literature search

Sustainability report
Assurance
Sustainability assurance
Auditing

Sustainability auditing
ISAE3000

RevR6

RevR12

4.3. Sampling strategy

For the interviews, the sample population was of two parties, the auditor and company
representative. They are presented below.

4.3.1. Sustainability auditors

As for the auditors, in order to gain knowledge about the issue of SR assurance and their role
in it, auditors with experience from SR assurance was chosen. Auditors from the Big 4 auditing
firms (Deloitte, Ernst & Young (EY), KPMG and PwC), especially experienced in the subject,
were contacted and requested to participate as interview respondents. Of the four firms, auditors
from three of them were able to participate. Those were EY, KPMG and PwC. Table 3 below
shows the auditors, their auditing firm affiliation and the mode of interview.

Table 3. Summary of sustainability auditor interviews

Designation of respondent Audit firm Interview mode
Sustainability auditor EY Telephone
Sustainability auditor KPMG Skype
Sustainability auditor PwC Telephone

The selection of interview participants was based on the identification of these auditing firms
as leading assurers of sustainability information in the Swedish context. Through the auditing
firms’ web sites, it was identified what persons that had a managerial role in sustainability

21



assurance, who then were contacted via email with a request for interview. They either agreed
to participate or referred to a colleague who agreed to participate.

The interviewed auditors are all specialists in SR assurance and they are all involved in the
standard setting process and development of assurance standards through a specialist group on
sustainable reporting in FAR. They thus have the role of providing feedback and developing
the assurance standards in Sweden, a part of the auditor’s role as illustrated in Figure 1 in
section 2.4.1. above. They have experience as well as special knowledge about the subject of
production and assurance of SR, and were therefore relevant to interview in order to get a deeper
knowledge.

4.3.2. Company representatives

As for the company representatives, the main purpose was to gain an understanding of how
they perceive the role of the auditor in SR assurance in practice, i.e. in their production and
publication of the SR. To get an understanding on what companies that would be of interest for
this study, a document study was conducted on published SRs from companies on the Swedish
Nasdag OMX Large cap list. Since these companies are all compliant to the regulations on
statutory SR publication as well as being the largest companies measured in market value and
thus having large resources, they were assumed to be in the forefront of SR assurance
development, in line with previous findings on the area (Fernandez-Feijoo et al., 2012; Perego
and Kolk, 2012). The interviewed company representatives are presented in Error! Reference
source not found. below, with working title, company affiliation, industry classification and
mode of interview. In the presentation of the findings, all company actors’ eventual quotes will
be presented as “Company representative”, in order to avoid the possibility of deriving certain
quotes to certain individuals. Anonymity regarding quotes was also requested from several of
the respondents, which makes it suitable to have all of them anonymous.

Table 4. Summary of company representative interviews

Designation of respondent Company Industry Interview
mode

Head of investor relations and Avanza Bank & financials Telephone

sustainability information

Head of group sustainability Swedbank Bank & financials Telephone

Sustainability coordinator SEB Bank & financials Telephone

Group environmental manager Ericsson Technology Telephone

The companies were selected from the Bank & Financials and Technology classification,
according to Nasdaq’s own classification, to get an as fair and comparable view as possible
between the interviewed company representatives. 3 of them were banks and 1 was in
technology. The selection was made to give a picture of the views on the role of auditors in SR
assurance for companies in industries that are subject to financial regulations and who work
with risk management in their daily operations. The companies were all compliant to the
regulations of the statutory SR publication in AAC. Banks are also designated as public-interest
entities in the NFRD (EC, 2014), as well as subject to extended disclosure requirements
according to a newly implemented EU regulation (EU, 2019). The reason for including
Ericsson, the technology company, was because they had parts of their SR assured on a
reasonable level, something that no bank had, and which could give insights into the perspective
of a company with a higher materiality level assurance. Ericsson’s Sustainability report of 2018
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were also awarded best sustainability report by FAR (FAR, 2019), which further gives merit to
the company being interesting for this study.

When selecting companies, the purpose was to gain an overall picture on how companies
affected by the legal requirements on statutory SR perceively the role of the auditor. One can
argue that, to gain enough data to draw general conclusions, one must look at many companies,
perhaps more than in this study. The idea here was though to gain an in-depth understanding of
the phenomenon of SR assurance and the role of the auditor in it, and as a proxy for that, the
views of sustainability managers in banks were of relevance. As argued in above paragraph,
these are subject to special regulations and they are scrutinized at a high level. Since they work
with investments and capital allocation, often in various kinds of other business, they are
naturally subject to many of the risks associated with sustainable business. The risk of an
investment, may it be in another company or different kinds of securities, automatically affects
the bank who made the investment, making them suitable to study in a risk and sustainability
perspective. The fact that there are a total of only four interviewed company representatives
also facilitates the possibility of truly going in-depth with each respondent.

4.4. Data collection and analysis

4.4.1. Interviews

The data was collected through semi-structured interviews with experts in the field of SR
assurance. Semi-structured interviews is fitting to contexts in which the interviewer wants to
get in-depth answers and knowledge about a specific area, since it allows for further questions
and variation of the sequence of questions (Bryman and Bell, 2015, pp. 213-215). Since this
study sought to create a deep understanding of an already researched area, the semi-structured
interviews were suitable. Respondents were selected according to above section 3.4. Sample
and population, and thereafter contacted vie email. Once the respondents’ participation was
confirmed, they were sent an email presenting the aim and scope of the study, the rights of the
participants and a participant consent form. In advance of the interview they were also sent an
interview guide, on which the interview would be based, and from which they could prepare
answers and reflections.

The interviews were all conducted in the time period 30/3-2020 to 29/4-2020. Because of
circumstances relating to the Covid-19 virus outbreak, none of the respondents were able to do
the interview face-to-face, so all of them were either by telephone or skype. There are
limitations when comparing telephone interviews with face-to-face interviews, such as a lack
of observation, that the interviewer cannot observe the respondents physical expressions to
certain questions, as well as telephone interviews having a shorter time frame in which they are
sustainable (Bryman and Bell, 2015, pp. 215-217). There are though possible advantages to
telephone interviews as well, with respondents not being affected as much by the interviewer’s
characteristics and that it is also quicker and simpler to administrate (ibid.). For this study, it
was a suitable method, because all respondents were able to communicate adequately through
telephone and all agreed to being recorded.
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4.4.2. Interview guide

An interview guide were done for the two types of respondents: auditors and company
representatives. It was broad and allowed for usage on both types of respondents. The guide
were centred around a set of main questions which then were supported by sub-questions, also
allowing for follow-up questions when necessary. The questions were open-ended to facilitate
the respondent to elaborate according to their own perspective and perception. This kind of
interview guide is especially suitable when wanting to get in-depth understanding of an area
and when the specific knowledge and experience of the respondent is the main focus (Bryman
and Bell, 2015, pp. 486-489). It also gives the opportunity to refocus during the interview into
specific areas identified by the respondents answers (Rowley, 2012). This kind of interview
guide is thus especially suitable when wanting to understand the complex area of SR assurance
and when the respondents are experts in the area, as in this study.

The interview guide were based on the developed analysis model found in Table 1. It was built
up on a set of themes. The themes were the role of the auditor, the assurance process, existing
standards and regulations and the future development of the auditor’s role. In these themes,
there was sub-questions corresponding to what the study wanted to find out, namely how and
why auditors act in certain ways to affect their own role. During the interview process, the guide
were adjusted according to the respondents’ answers, giving the opportunity to conduct each
interview in a more effective way. The interview guide is found in Appendix 1: Interview guide

4.4.3. Analysis of interview data

All interviews were recorded in order to facilitate transcription and to ensure that eventual
quotations are according to what was actually said. Of the total number of interviews, 1 were
in English and 6 were in Swedish. For the 6 Swedish interviews, the transcripts were processed,
after which they were translated into English, in order to be used in this study. There are possible
problems relating to translation of interview data, including linguistic issues when a word or
expression has no equivalent in English and when there are historical and cultural meanings to
a word that cannot be expressed through a translation (Bryman and Bell, 2015, p. 500). In this
study, the interviews were translated through Google docs’ translation tool, after which an extra
process were done where the translated text were controlled against the original transcript to
eradicate any errors and misinterpretations.

The data from the interview transcriptions were then coded. A thematic analysis method was
used according to the specific identified themes of the interview guides. Thematic analysis is
useful when one wants to identify and analyse specific themes and patterns within the data
(Braun and Clarke, 2006). This kind of coding, when structuring the data into broader themes,
IS necessary when wanting to conduct further analysis (Bryman and Bell, 2015, pp. 594-601).
The thematic analysis is specifically applicable to this study, using an abductive approach, as it
facilitates for searching and identifying themes in the data while at the same time continuously
reviewing the identified themes and the coding schedule (Braun and Clarke, 2006).
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4.5. Quality of the research

4.5.1. Reliability, replicability and validity

Reliability is about whether the results of a study are repeatable and whether the measures of
the concepts are consistent (Bryman and Bell, 2015, p. 49). In a qualitative study like this, it is
not particularly applicable, because of the nature of the empirical data, i.e. the interviews. The
measurements is adjusted to the actual data, which could be hard to apply on other data sets.
The method chapter although provides a detailed overview of all decisions and choices that
were done regarding the collection and analysis of the data, making the results reliable in a
research perspective.

Replicability concerns the idea of someone else replicating the conducted research (Bryman
and Bell, 2015, p. 50). It would be difficult for someone outside to replicate the exact
surrounding and environments of the conducted interviews, although the study in terms of
applied analysis framework is repeatable since it is well described in the method section. All
the decisions and choices has been clearly stated in the method chapter, thus facilitating for
someone else to apply it to their own data.

For qualitative studies, perhaps the most important criterion is validity, in which we can identify
several other aspects such as credibility, transferability and objectivity (Bryman and Bell, 2015,
pp. 50-52). Credibility is how believable the findings are, transferability is whether the findings
apply to other contexts and confirmability is whether the researcher has allowed his/her/ own
values to interfere in the study (ibid.).

In terms of credibility, which could be described as internal validity, one can conclude that the
findings are believable in the context of it. An initial literature review was conducted, giving
insights into other research findings, thus giving an idea of this study’s findings in a larger
context. The variables in the analysis framework are based on previous research, making the
findings believable and credible. As for transferability, the results of this study could be
applicable to other contexts or surroundings. Although, it should be noted that the aim of it is
to study the specific contexts of Sweden, with its certain characteristics, which requires that
consideration needs to be taken towards the specific circumstances. Confirmability, which
parallels objectivity, is dealt with by using a reflexive approach to the study in its whole. The
author is aware of the knowledge and values from beforehand and has constantly reflected on
these issues throughout the study.

4.5.2. Reflexivity

In qualitative studies, reflexivity is one of the main approaches to think on. It relates to the
authors reflecting about the implications of their methods, values, biases and decisions based
on the knowledge and the social context of which they are in, at any given time of the study
(Bryman and Bell, 2015, pp. 714-715). It also relates to the author being aware of the
assumptions made and any cultural and political positions (ibid.). One could said that it means
that the author needs to take these things in consideration and being reflexive in the moment,
and not just being reflective afterwards. In this study, considerations has been made on the
situation and the context that the author exists in. A reflexive approach has been constantly used
throughout this study, by reflecting on each and every decision and choice in the study.

25



4.6. Ethical considerations

In a study like this, the ethical issues is important to take into consideration (Bryman and Bell,
2015, pp. 129-130). The ethical issues in business research is identified in several principles:
if there is any harm to participants, if there is lack of informed consent, if there is an invasion
of privacy and whether deception is involved (Bryman and Bell, 2015, pp. 134-145) As for the
respondents in this study, their name has been left out and their working titles are presented in
a way that it cannot be attributed to a specific person. The name of the company was stated,
after approval by the respondent, although it was made clear that this study is about the
respondents personal reflections and views, not the company’s. The respondents were all
informed about the anonymity and that the thesis would be made public. When asked about
approval of the recording of the interviews before publication, only one respondent wanted to
approve it. Another respondent wanted to approve the usage of eventual quotations related to
their interview answers. They were sent the requested transcripts and drafts and had no remarks.
Furthermore, the respondents were informed of the aim and method of the study in advance, to
avoid any misunderstandings regarding the boundaries and scope of the study.

In ethical consideration, there are also other issues to account for, of legal characteristics. Those
are data management, copyright, reciprocity and trust, and finally, affiliation and conflicts of
interest (Bryman and Bell, 2015, pp. 145-149). As for data management, all the used data is
publicly accessible, except for the interview transcripts. The thesis will also be publicly
available after being approved. As for copyright, the interviews and the transcription is owned
by the author and the respondent, and will at no time be public. The study was also conducted
in a transparent way, that the respondents were aware of the process at all times, so that a level
of reciprocity and trust throughout were maintained.
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5. Empirical findings

In this chapter, the findings from the conducted interviews are presented. The presentation

is according to the analytical framework, with inclusion of a preliminary analysis of the

findings in relation to the applicable analysis model. Inthe end of the chapter, a comparative

summary of the findings is presented in accordance with the applied analysis model.

The findings from the data are presented in accordance to the developed analysis model of
institutional work, found below in Table 5. Under each heading, in Figure 3-6, it is illustrated
which part of the analysis model that is applied. The arrow marks the applicable element.

Table 5. Analysis model based on institutional theory

Elements to consider Description

1. Existing influences
and constraints

Institutions and pressures that influence actors

2. Type of institutional
work

A. Mimicry

B. Advocacy

C. Educating

D. Policing

E. Embedding and
routinizing

Associating new practices with existing sets of taken-for-granted
practices, technologies and rules in order to ease adoption

Mobilization of political and regulatory support through direct
and deliberate techniques of social suasion

Educating actors in skills and knowledge necessary to support
the new institution

Ensuring compliance through enforcement, auditing and
monitoring

Actively infusing the normative foundations of an institution into
the participant’s day to day routines and organizational practices

3. Mechanism(s) used

For example discursive strategies such as analogies, metaphors
and rhetoric

4. New or existing
institutions

Institution(s) the actors are trying to influence

5. Auditor’s
institutional objectives

Overarching goals of the actors
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5.1. Existing influences and constraints

1. Existing influences Institutions and pressures that influence actors
and constraints

2. Type of institutional

work

A. Mimicry Associating new practices with existing sets of taken-for-granted
practices, technologies and rules in order to ease adoption

B. Advocacy Mobilization of political and regulatory support through direct
and deliberate techniques of social suasion

C. Educating Educating actors in skills and knowledge necessary to support
the new institution

D. Policing Ensuring compliance through enforcement, auditing and
monitoring

E. Embedding and Actively infusing the normative foundations of an institution into

routinizing the participant’s day to day routines and organizational practices

3. Mechanism(s) used For example discursive strategies such as analogies, metaphors
and rhetoric

4. New or existing Institution(s) the actors are trying to influence
institutions
5. Auditor’s Overarching goals of the actors

institutional objectives

Figure 3. lllustration of applicable part of analysis model

As for external and internal pressures that influence actors and institutions, the findings point
out several key areas. One of them is the internal and external demand from stakeholders on SR
assurance and its effect on the decision to assure information as well as the usage of auditors.
The companies all described stakeholder demand as being a primary reason of having the
information assured, something that is also pointed out by all of the auditors. For example
described by one of the company representatives:

“The rationale behind our decision on assurance is because we have seen that many
stakeholders are focusing on this topic.” (Company representative)

The auditors all pointed to increased pressure from stakeholder on credibility and quality
control of the reported information as a reason for assuring it.

“The Sustainability Report serves as an information and governance object. It should contain
essential information about the company, which then in turn stakeholders take decisions from,
both internally and externally. Therefore, it should of course also be quality assured.”
(Sustainability auditor)

As companies have identified this demand, they therefore demand assurance services from the
assurance providers, the auditors, who are seen as independent and fair assurance providers.

“A large number of our customers, the companies, want the assurance as they feel it as a

guarantee that the information is correct, which is something that our stakeholders value.”
(Sustainability auditor)
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Another influence discussed by the companies were the existence of external ratings and
surveys based on the reported sustainability information, in which they receive a higher score
for assured information. The result from those could then influence stakeholder, such as
investors or consumers, to invest or not in the company and its products.

“You are also judged on the basis of the report in different surveys and ratings, where you get
a better result if you have it assured.” (Company representative)

Another existing influence identified by the respondents were the existing regulations, for
example the AAC regarding statutory SR assurance and the effects it has on the role of the
auditor. The respondents identified that besides other pressures, there are actual legal
requirements on the auditor to assure at least the SR.

“...they have a legal function according to the Swedish AAC, basically coming from the
European Union directive on financial reporting.” (Company representative)

The implementation of the statutory regulations in AAC were something that was especially
identified as affecting the situation and communication with the auditors.

“The implementation of the law in AAC helped in some way to narrow down what we were to
report on and what we then had to improve in terms of internal practices. Through the
mandatory assurance statement, the auditors have been implemented in the reporting.”
(Company representative)

From the interview, one can understand that there are several influences that affect the role of
the auditor and the SR assurance practices, of which some are stakeholder demand, the
reputation and status of auditors and existing regulations.

As for institutions and pressures that constraints the actors involved and thus the role of the
auditor, the respondents identified issues in the relation between companies’ internal reporting
practices and the demand for reported information. The auditors noted that many companies
don’t have the necessary internal information systems in place and that the sustainability
reporting responsibility are spread among different actors in the companies and not on those
who are best fit for it.

“In some companies, there are not enough resources to create a good sustainability report. It
varies which departments within the company that handle the sustainability report. [...] Then
it can be a limited product, they do not have the whole picture of the sustainability practices.”
(Sustainability auditor)

This gives light to the fact that the auditor’s ability to conduct its work is based on the available
object information, i.e. that insufficient reporting and measuring practices internally in the
companies constraints the assurance process and thus the role of the auditor. As for internal
responsibility, the auditors specifically identified that the company boards are not dealing with
the sustainability reporting in the way they should.

“If it have to be assured, the board is responsible for writing the report. In many cases,

however, this is missed. In many cases, the voluntary reporting comes from a function other
than the board and the finance function.” (Sustainability auditor)
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Another constraint relating to the auditor’s role, was the companies’ identification of other
assurance providers than auditors, e.g. independent consultancy firms assuring and validating
certain complex data sets, such as carbon emissions data etc.

“Some data may need validation and verification by an expert who is not an auditor.”
(Company representative)

“Consultants can support companies in collecting the data, in order to improve their processes,
in order to provide solutions to companies.” (Company representative)

Furthermore, both companies as well as auditors mentioned the cost relating to assurance
services as something that affects the willingness to engage an assurance, thus constraining the
auditor in its role.

“It is a substantial cost related to having your report assured.” (Company representative)

Furthermore, a major constraint that influences the role of the auditors, was identified by the
respondents to be the lack of sufficient regulations as well as the shortcoming of the nature of
the statutory assurance regulations in AAC. The auditors pointed out the fact that there are
different assurance levels with different degrees of materiality depending on the type of
sustainability information, and that this leads to confusion among the reporting companies.

“As for the boundary between the different levels of assurance of voluntary sustainability
reporting and the statutory sustainability report, it is not very clear. Perhaps the framework
could be criticized.” (Sustainability auditor)

They also pointed out that the regulation of today regarding statutory SR assurance only
requires a sign off from the auditor and no actual audit is conducted, which further adds to the
confusion.

“Auditor’s reports are very difficult to read today. You have to be quite familiar to the area to
read them. There is an expectation gap between readers and what the auditor does. This has
been exacerbated by the statutory sustainability report in that it does not have an audit
requirement. ” (Sustainability auditor)

In addition to what is stated above on the auditors’ views on the regulations, one of them also
added that they are a little bit too easy to go around, that they are not as forcing in its nature as
they could have been.

“One shortcoming of the legal requirement is that it is a "comply or explain” legislation, where
you can quite easily get away with saying that you have no key figures to report.”
(Sustainability auditor)

Lastly, from the interviews, it was also put forth by companies as well as auditors, that there
are difficulties in speaking about the phenomenon of SR assurance in general terms, since there
is large variations between companies and industries. As the Swedish regulations in AAC has
low thresholds for what companies that are object of the statutory SR, there is naturally a high
degree of variety and maturity among the reporting companies.
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“There are different degrees of development and different maturity between countries and
markets, making it difficult to establish and implement a broad set of standards.*
(Sustainability auditor)

One can summarize from the interviews that there are a set of constraints affecting the role of
the auditor and the SR assurance process. They are: underdeveloped internal reporting practices,
the need of other assurers than auditors, assurance related costs, insufficient regulations and
variations in presumptions and circumstances for the companies.

5.2. Type of institutional work

The types of institutional work identified in the interviews are presented under each type. The
arrow marks the applicable element in the analysis model.

1. Existing influences Institutions and pressures that influence actors
and constraints

2. Type of institutional

—>

work

A. Mimicry Associating new practices with existing sets of taken-for-granted
practices, technologies and rules in order to ease adoption

B. Advocacy Mobilization of political and regulatory support through direct

C. Educating

D. Policing

E. Embedding and

routinizing

and deliberate techniques of social suasion

Educating actors in skills and knowledge necessary to support
the new institution

Ensuring compliance through enforcement, auditing and
monitoring

Actively infusing the normative foundations of an institution into
the participant’s day to day routines and organizational practices

3. Mechanism(s) used

For example discursive strategies such as analogies, metaphors
and rhetoric

4. New or existing
institutions

Institution(s) the actors are trying to influence

5. Auditor’s

Overarching goals of the actors

institutional objectives

Figure 4. lllustration of applicable part of analysis model

5.2.1. Mimicry

Mimicry means “associating new practices with existing sets of taken-for-granted practices,
technologies and rules in order to ease adoption”. The interviewed auditors highlighted the fact
that a reasonable assurance according to ISAE3000 is in large similar to a financial audit in its
general principles and components. They argued that an assurance engagement in fact should
be equivalent to a financial audit in level of importance, and that it should be a natural part of
it, as the components are much alike.

“...we have different frameworks. We follow a framework of assurance. In principle, however,
from a helicopter perspective, the process and function are quite similar. It's the same
components involved. ” (Sustainability auditor)
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They further highlighted that there are obvious similarities in the assignment process. Also,
they noted that one should look at the sustainability report as a part of the annual report, that it
naturally should be an object of assurance.

When we talk about the assignment process, an assurance according to ISAE3000 is quite
similar to that of a regular audit. /.../ The statutory sustainability report is actually part of the
annual report, it must be prepared. You cannot sign the audit report without checking that the
sustainability report has been prepared. (Sustainability auditor)

From the interviews, it can be identified that auditors tend to highlight and emphasize the
similarities between a financial audit and a sustainability assurance. They thus try to associate
an existing set of practices (that of the financial audit) to the newer and more underdeveloped
area of SR assurance, in order to ease the adoption of their own assurance practices.

5.2.2. Advocacy

Advocacy means “mobilization of political and regulatory support through direct and deliberate
techniques of social suasion”. From the interviews, it was shown that the auditors tend to want
to argue that their method and standard is the best suited for the purpose of assuring
sustainability information. They argue that their method and experience make them suitable to
handle risks, which in large parts the sustainability reporting is based upon. In relation to other
eventual parties, they argue that they have the tools needed.

“...the reason why companies have third party assurance is to distribute part of the risk. I think
it will be difficult to distribute it to parties other than auditors. In cases where you are to take
over some of the risk, you are required to be relatively large in terms of resources, so that you
are financially independent and that you have some kind of sanction based on ethical rules and
quality control.” (Sustainability auditor)

There was also obvious from the interviews that the auditors wanted to point to the fact that
there is a need for further regulations on the area, although they did not present how it should
be regulated. They pointed out that the demand for SR assurance will increase, but that it’s
unclear whether the market itself or the legislators will be the one driving the development. One
could see this as opening up to the possibility that auditors see a need of themselves as drivers
of further development and regulations regarding SR assurance.

“The market over time will regulate this based on the reader’'s demand. Readers and investors
will require some information. However, it is very unclear how long this will take and whether
regulation will still be required by law to achieve change. ” (Sustainability auditor)

5.2.3. Educating

In terms of educating actors in skills and knowledge necessary to support the development of
SR assurance, the interview respondents gave examples of how auditors act. The companies
acknowledged that auditors, in their role, act to guide and educate the responsible actors in the
companies.
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“We always acknowledge our auditors and ask them for support. We are given the chance to
experience how they see the challenges and potential solutions, because they have a lot of
expertise, they have resources, et cetera.” (Company representative)

The interviewed auditors also highlighted that they are more than just a control function, that
they have a role of looking at internal processes and practices in order to improve those areas.
They specifically point at the internal perspective as being of interest and an area of
development, in which they can help the company in its practices and decision-making.

”As for the internal perspective, we are also a support. We look at processes and areas of
improvement that the company can use internally in its decision-making. We can, for example,
find faults or areas of improvement that the company adapts to.” (Sustainability auditor)

Furthermore, in the process of developing sustainability reports, the auditors emphasized on
them having the role of educators and providers of inspirations and good examples. The auditors
noted that they can’t give advice on a report that they will later assure, but in general terms they
try to give advice on areas of improvement from year to year.

“...there is much we can do in terms of giving advice. To give advice and tips on which areas
to work with, how to measure, what to measure, etc. For example, we can tell about others who
have made good reports, inspiration, etc. We also have workshops and study material on what
are essential areas and risks ” (Sustainability auditor)

5.2.4. Policing

With policing, it’s meant “ensuring compliance through enforcement, auditing and
monitoring”. Regarding this, company representatives highlighted that auditors, in their main
purpose, are a control function that ensures that the data are correct and valid. The purpose of
this is to ensure that the stakeholders are not mislead or receiving invalid data.

“We interact with external auditors in order to ensure that the data that we employed is
accurate enough and that the statements are accurate, not to mislead the stakeholders.”
(Company representative)

The auditors noted that SR assurance is, and should be, linked to financial audit. If that is so,
then they can use the linkage to enhance their position as the controlling and policing party.
One of them gave the example of SR assurance becoming a natural part of the larger audit
engagement of the annual report in the planning and request process.

It is becoming more and more common that when we receive a request for a financial audit,
the assurance of the sustainability report is also included.” (Sustainability auditor)

As for using policing as a tool of establishing their position and role in relation to the companies,
the auditors although noted that in assurance of the statutory SR, the regulations are a bit soft.
One of them gave the example that they don’t have the mandate to actually question the
materiality analysis by the company, that they can merely control but not question the
materiality decisions when it comes to the statutory SR.

“The auditors can only control, and cannot question the materiality analysis. If a company
chooses to define certain things as essential to their business, even though they may not be,
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because they are in a very specific industry, the auditors cannot do much about it. Not how it
is right now. There is no follow-up from the regulators. ” (Sustainability auditor)

The materiality analysis was also discussed by one of the company representatives. The
representative mentioned that their auditors have never questioned the materiality analysis,
even though they perhaps could have, which illuminates what the auditor above spoke about.

“Our auditors have never questioned or disagreed with our materiality analysis.” (Company
representative)

5.2.5. Embedding and routinizing

The title means “actively infusing the normative foundations of an institution into the
participant’s day to day routines and organizational practices”. The interviewed companies
stated that auditors can be used as a tool to change existing routines and practices, by having
them controlling certain areas of the companies. One of them mentioned that the auditors can
look at certain operation areas and deep dive into the employees routines in order to find
improvements and to infuse change.

“...the auditors are also an additional tool or a mean to implement changes to spread and
create awareness. It's a powerful tool. Auditors can visit certain company operations and then
interview employees randomly and find improvement areas. ” (Company representative)

In terms of infusing normative foundations, that auditors highlighted the fact that companies
should measure more in order to be able to report more. One saying that came up several times
were the fact that one needs to measure to report, and what gets measured gets done, in terms
of having proof of improvement areas. All of the auditors promoted increased measuring
practices from companies.

“If you measure, you will probably see a change, hopefully an improvement. ” (Sustainability
auditor)

Furthermore, the interviewed auditors put forth normative arguments for their role as being
more than just a control function of the SR, but rather to extend into the traditional financial
auditing, with all its methods and practices. One auditor, for example, talked about the role of
the financial auditor as a generalized expert, thus applicable also to non-financial assurance.

“I recommend that the auditor take the role of assuring not only financial but also non-financial
information. The auditor is a generalized expert, and the auditor always takes the help of
specialists who know other areas better. You build a team of different competencies to be able
to assure an object that has different themes. [...] So | think auditors will be assuring
sustainability reports in the future. It will become natural, since non-financial information will
be implemented in a larger way in traditional reporting.” (Sustainability auditor)
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5.3. Mechanism(s) used

1. Existing influences Institutions and pressures that influence actors
and constraints

2. Type of institutional

work

A. Mimicry Associating new practices with existing sets of taken-for-granted
practices, technologies and rules in order to ease adoption

B. Advocacy Mobilization of political and regulatory support through direct
and deliberate techniques of social suasion

C. Educating Educating actors in skills and knowledge necessary to support
the new institution

D. Policing Ensuring compliance through enforcement, auditing and
monitoring

E. Embedding and Actively infusing the normative foundations of an institution into

routinizing the participant’s day to day routines and organizational practices

3. Mechanism(s) used For example discursive strategies such as analogies, metaphors
and rhetoric

4. New or existing Institution(s) the actors are trying to influence
institutions
5. Auditor’s Overarching goals of the actors

institutional objectives

Figure 5. lllustration of applicable part of analysis model

Actors can in their role use discursive strategies such as metaphors, analogies and rhetoric to
affect and enhance the position of themselves as assurance providers. In terms of analogies, the
interviewed auditors pointed out the apparent similarities between an SR assurance and a
financial audit, that the basic rationale behind it is the same.

“Anyone who makes decisions as an external party assesses that information in the same way
as financial information. Therefore, there should be the same quality control requirements.”
(Sustainability auditor)

The auditors further showed proof or using rhetoric, such as examples and rhetoric questions,
to prove the necessity of them as the main assurer of all published information from companies.

“What kind of insurance do you have from third-party auditors? You have to decide on that.
Does an assurer who is not an auditor have the same security function when something serious
happens?” (Sustainability auditor)

The auditors thus seem to use a set of mechanisms in their institutional work, of which rhetoric,
analogies and examples are some.
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5.4. New or existing institutions

1. Existing influences Institutions and pressures that influence actors
and constraints

2. Type of institutional

work

A. Mimicry Associating new practices with existing sets of taken-for-granted
practices, technologies and rules in order to ease adoption

B. Advocacy Mobilization of political and regulatory support through direct
and deliberate techniques of social suasion

C. Educating Educating actors in skills and knowledge necessary to support
the new institution

D. Policing Ensuring compliance through enforcement, auditing and
monitoring

E. Embedding and Actively infusing the normative foundations of an institution into

routinizing the participant’s day to day routines and organizational practices

3. Mechanism(s) used For example discursive strategies such as analogies, metaphors
and rhetoric

4. New or existing Institution(s) the actors are trying to influence
institutions

5. Auditor’s Overarching goals of the actors
institutional objectives

Figure 6. lllustration of applicable part of analysis model

In this study’s analysis model, when we speak about the institutions the actors(auditors) are
trying to influence, we mean the phenomenon of SR assurance. Evidently, according to the aim
of the study, the role of the auditor is depending on the context surrounding it, i.e. the context
of SR assurance in Sweden. This is also highlighted in the interviews with the auditors, in which
the respondents identified the SR assurance practices and the regulations on it as key factors
affecting their role. There is thus both the regulatory side, as shown in the quote below, as it is
the company side, i.e. their perception of the auditor’s role.

“If you had set requirements for assurance of all sustainability reports, we would have seen
better reporting. Then the auditors would have the opportunity to act to improve operations in
a different way.” (Sustainability auditor)

The institution that the auditors are trying to influence is thus the phenomenon of assurance of

sustainability information. It is as much an existing institution as a new one, since there are
constant developments in the circumstances regarding it.
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5.5. Auditor’s institutional objectives

1. Existing influences Institutions and pressures that influence actors

and constraints

2. Type of institutional

work

A. Mimicry Associating new practices with existing sets of taken-for-granted
practices, technologies and rules in order to ease adoption

B. Advocacy Mobilization of political and regulatory support through direct
and deliberate techniques of social suasion

C. Educating Educating actors in skills and knowledge necessary to support
the new institution

D. Policing Ensuring compliance through enforcement, auditing and
monitoring

E. Embedding and Actively infusing the normative foundations of an institution into

routinizing the participant’s day to day routines and organizational practices

3. Mechanism(s) used For example discursive strategies such as analogies, metaphors
and rhetoric

4. New or existing Institution(s) the actors are trying to influence

institutions

5. Auditor’s Overarching goals of the actors

institutional objectives

Figure 7. lllustration of applicable part of analysis model

The overarching goals of the actors in this study, the auditors, are clear when reading the
literature and when interviewing the companies and auditors. It’s about achieving a state of
more regulation, uniform standards throughout industries and that the auditor is the main party
responsible for assuring non-financial information. The interviewed auditors all pointed to the
fact that there is a need of a large uniform standard, both on reporting as well as assurance of
it, in order for it to be as natural as financial reporting, which is what is needed in order to drive
the sustainable development forward. This is, as they put forth in the interviews, probably in
line with the demand for it.

”A lot is happening. Hopefully, there will be increased demands. Increased demands will lead
to changed work processes at the companies. [...] I think it is important to have to, and to be
able to, report on the journey you do.” (Sustainability auditor)

The interviewed auditors were though open for the fact that the main driver of the development
have to be the demand for it by stakeholders.

“If the market demands it, I think it will go towards more scrutiny of the statutory sustainability
report.” (Sustainability auditor)

One of the company representatives also added that further regulations on the area in terms of
a higher degree of materiality of the assurance, a reasonable assurance instead of a limited one,
would facilitate better development of many sustainability areas.

“It would probably be better with a deeper level regarding the assurance. It would probably
help to develop many areas if would be examined more in-depth. If we had a comment from the
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auditor on something, it would probably be easier to motivate changing that for the better.”
(Company representative)

The auditors in their role today, in where SR assurance are developing at a fast rate in terms of
demand, standards and regulations, are facing the fact they are one assurance provider among
others. There are independent consultancy firms focusing on assuring and validating certain
sustainability data, thus offering competition for auditors and auditing firms in terms of being
the natural assurer of sustainability information. All auditors were though clear on the fact their
method is superior to any other assurers, and that with a basis in the financial auditing, they
have an established experience on the procedures of assurance. One of the companies also
added that auditors are most likely best suitable to assure entire reports with external consultants
being merely a tool to some specific areas.

“Consultants can support companies in collecting the data, in order to improve their processes,
in order to provide solutions to companies. But in terms of assurance, | don't see them having
that mandate. | think that in the future the sustainability reporting is more going to be more
tightly connected to the financial auditing. ” (Company representative)

The interviewed auditors all actively answered that they believe in auditors being the best
possible actor to assure sustainability information, today and in the future. They all pointed to
the established method of a financial audit, that the linkage between that and sustainability
assurance provides them with a depth that cannot be reached by an actor who is not a
professional auditor.

“lI have seen examples when external consultants have reviewed the information in
sustainability reports, but | cannot believe that they have a better overview and the same method
as an audit firm. It is an overall level and a method level that ensures an examination at a
completely different depth. ” (Sustainability auditor)

In summary, there are two main objectives that the auditors work towards. The first is that they
try to connect the sustainability assurance practices with that of the financial audit, and the

second is that they aim to ensure that they are the main assurance provider of all sustainability
information also in the future.

5.6. Summary of findings after analysis

From the presentation of the findings and the following analysis, a summary of it can be
presented as below in Table 6.
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Table 6. Summary of findings and implications according to the analysis model

Analysis model

elements

Findings

1. Existing influences

- Stakeholder demand on credibility and reliability
- External ratings and surveys based on SR

- Reputation and status as assurance experts

- Existing regulations

2. Existing constraints

- Underdeveloped internal reporting practices
- Eventual need of other assurers than auditors
- Assurance related costs

- Insufficient regulations

- Variety in presumptions and circumstances

3. Type of institutional
work

- Mimicry

- Advocacy

- Educating

- Policing

- Embedding and
routinizing

- Point out similarities between financial audits and
sustainability assurance

- Argue that demand will increase for SR assurance
- Point out auditors as suitable to handle risk

- Educate and give advice to company actors internally on
sustainability reporting practices and systems

- SR being part of annual report, thus a part of the larger audit of
the annual report

- Argue in normative terms for establishing measurement
practices and using the auditor as a control function

4. Mechanism(s) used

- Analogies, examples and rhetoric on need of SR assurance,
how auditors are suitable to assess risk and sharpened
regulations

5. New or existing
institutions

- SR assurance

6. Auditor’s
institutional objectives

- SR assurance as a natural extension of financial audit
- Promotion of existing standards and development of new and
more rigor standards and regulations
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6. Discussion and analysis

In this chapter, the findings from the previous section is discussed and analysed in
accordance to the aim of the study and the research question.

6.1. How is the role of the auditor shaped by the auditors and
their surrounding?

Both interviewed parties identified that SRs are assured with the motivation of it bringing
credibility and improved quality to the reported information, which is also strongly emphasised
by previous research (Cho et al., 2014; Moroney et al., 2012). The idea of stakeholder demand
being a driver of seeking assurance of the sustainability information for companies is in line
with previous research findings (Cho et al., 2014; Mnif et al., 2019; Zorio et al., 2013).
Companies seem to be wanting to meet the demand for credibility of the information, thus
having their SR assured by an auditor, as proven by Park and Brorson (2005).

Sustainability auditors tend to adopt the financial auditing methodologies and promote the
usage of a uniform standard, ISAE3000, when engaging in SR assurance, according to both the
findings of this study and the existing literature (O’Dwyer, 2011). This tactic could help
auditors in strengthening their position as assurance providers, as they then associate
themselves with the idea of a proven and well-tested method, which in turn gives credibility in
the eyes of the stakeholders. Auditors use for example mimicry, in which they point to the
similarities of SR assurance and financial audit. They thus try to associate an existing set of
practices (that of the financial audit) to the newer and more underdeveloped area of SR
assurance, in order to ease the adoption of their own assurance practices. This correlates with
the findings of Farooq and de Villiers (2019), that assurance providers that are accounting
professionals, i.e. auditors, want to highlight this to enhance their position. It is also a type of
institutional isomorphism, as described by DiMaggio and Powell (1983), in which an existing
set of practices is transferred from one setting to another. This transfer of practice could also be
beneficial to auditors, as it gives discretion to them in the application of the practices that they
have established themselves for the financial area (Kolk and Perego, 2010).

In the establishment of the SR assurance practices in Sweden, as in a global setting, the auditors
want to, and need to, educate other parties in the usage of their standards and guidelines on
reporting. This is highlighted throughout the interviews, in which the respondents identified
one of the main functions of the assurance as being a tool to improve internal company reporting
practices. This function is proved by other researchers as well (Park and Brorson, 2005). That
is interesting in the sense that assurance engagements as of now is in large in the hands of the
company, as shown in research (Fonseca, 2010; Gillet-Monjarret, 2018; O’Dwyer and Owen,
2005). Education of company actors is thus an important factor in order to achieve a change to
better reporting and in the end to improve the sustainable development generally.

When auditors have established a situation of them being the assurer of sustainability
information, also put in terms of them as a social actor creating and establishing an institution,
it’s only natural that they work towards maintaining that situation and institution. As the result
of the study shows, auditors use for example embedding and routinizing in order to ascertain
their role. That is in line with the findings of Faroog and de Villiers (2019), in which they
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showed that professional auditors tend to use different ways of routinizing the established
assurance practices and embed them in a the idea of them being a natural part of sustainability
in businesses.

The auditors in their role has an underlying reputation and status as being experts in assuring
information, and they tended to want to emphasize on that in the interviews. That is only natural,
as actors in certain situations, for example auditors in assurance processes, tend to want to
enhance their position as an authority on the subject (Fernandez-Feijoo et al., 2012; O’Dwyer,
2011). Sustainability auditors specifically emphasize on the connection to financial audits, as
the financial audit has a proven and respected method (Farooq and de Villiers, 2019). In an
institutional perspective, that is not surprising, as institutions are made up by social actors who
in turn are affected by, and affects, the social institution they are in (Lawrence et al., 2011). The
role of the auditor is in itself an institution made up by all the social actors and components in
it, making it complex and not easy to just simplify down into an actor that assures information.
We can’t, at least not in this study, define what constitutes good financial auditors, but we can
at least conclude that financial auditors are perceived as good at assuring information. That fact
is what sustainability auditors take advantage of, as they try to adopt and emulate the practices
of the financial audit.

6.2. How do companies and auditors perceive the role of the
auditor, today and in the future?

It is clear from the interviews that the auditors want to see themselves as the main assurer of
sustainability information and SRs. They all point towards it being a natural extension of the
traditional financial auditing practices. In a theoretical perspective, it is only natural that a set
of standards and practices of one setting is transferred and adopted to another setting, like a
normative isomorphism facilitated by auditors moving from financial auditing to sustainability
assurance (DiMaggio and Powell, 1983). There are the possibilities that this also gives further
discretion to company managers, as discussed by Kolk and Perego (2010), but that could be
seen in the light of the notion that all kind of increased measuring is positive, as it puts
sustainability on the agenda.

The findings further show that variation among companies and industries constrain the
development of sustainability reporting and assurance of it. There are obvious difficulties in
setting a base line of assurance when the circumstance of each company differs. Some
companies have reported on sustainability for a couple of decades while some basically had no
reporting prior to the law change in 2017. From the findings though, there are strong support of
having higher demands on companies from the legislative side. All respondents mentioned that
further regulations could have positive effects on internal sustainable practices in companies,
but they all also mentioned that that it is difficult due to all companies having different maturity
in their sustainability and reporting practices.

So, is the auditors’ goal, and the work they do to achieve it, promoting sustainable
development? As the interviewed auditors themselves would argue, a better possibility of them
assuring sustainability information and at a higher level of materiality, a reasonable one, would
be positive in terms of forcing companies to act on sustainability issues. It would also promote
improvement of internal sustainability reporting practices, thus leading to a higher awareness
of sustainability practices. As several of the respondents also mentioned, the regulations
surrounding the area is under constant development. For example the NFRD is, at the time of
this study, under review with the aim of potentially revising it to include a higher materiality
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level. That is though yet to see, depending on the response on the review initiative. There is
obviously very special circumstances to work within, and the auditor thus has a key role as
applicable experts.

When the companies seek to meet the demand of the stakeholders on reported information, as
shown by this study, the materiality principle is of importance in selecting what information is
to be published, in accordance with findings by Simnett et al. (2009). The materiality analysis
in subject to what is regulated in the AAC and NFRD, thus giving discretion to the interpreters
of it, i.e. the company who report. The amount of discretion in the decision to assure
sustainability information is a problem that is identified in earlier studies as a potential weak
spot, in terms of internal sustainable practice development (Fonseca, 2010; Gillet, 2012;
O’Dwyer and Owen, 2005). That could perhaps be one of the problems with the phenomenon
as of today, that the low demands on materiality assurance slows down the process of
developing sustainable practices in some companies, or at least it leads to a skewed
development, where some companies in highly stakeholder oriented industries perform better
than other. Perhaps the legislators could be criticized for being too unclear in how to both report
and assure the reported information.

In setting the role of the auditor as the key player in assurance, and having them as the main
assurer of all information according to legal requirements, one should also remember that it is
in the self-interest of the auditors. A reasonable assurance leads to many times more work than
a limited assurance, thus implying larger assurance engagements and higher assurance related
costs for companies. One can conclude that in the very dynamic field of assurance of
sustainability information, not only in Sweden, the auditor has an important part to play. The
auditors in this study are all involved in the standard setting process in Sweden, and based on
the findings, there is reason to believe that auditors will be involved in the process also in the
future.
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7. Conclusion

In this chapter, the conclusion based on the research question is presented, including an
outline of how this study makes a knowledge contribution in terms of understanding the area

of SR assurance.. Finally, some ideas on further research is presented.

Based on the research questions, this study sought to understand the following: What is the role
of the auditor in the assurance process of sustainability information?

From this study it can be concluded that auditors has a role in which they work to ensure that
the information provided by companies is in line with the legal requirements. They also
sometimes assure information on a deeper level and often work proactively in the
communication with companies to improve the internal sustainability reporting practices. They
actively work towards setting themselves as the natural assurance provider of sustainability
information and to develop the assurance practices and regulations, and subsequently their role
in it. An overarching goal that they are working towards, is to get assurance of sustainability
information more closely linked to financial audit.

The findings of this study contribute to the understanding of the phenomenon of SR assurance
and the role of the auditor in a couple of ways. Firstly, the study gives insight into how auditors
work to develop and enhance their role and their practices in relation to SR assurance. They use
different institutional work tools to affect their relation to the reporting company, the assured
object and the applicable standards. It expands on the limited amount of previous research that
has used direct engagement with auditors and company sustainability managers (Faroog and de
Villiers, 2019; Gillet, 2012; O’Dwyer et al., 2011; Park and Brorson, 2005). Lastly, this study
contributes with the development of an analysis model based on institutional theory that can be
used to analyse the auditor’s role in the Swedish SR assurance context. The model is general
and can be applied to other circumstances in order to gain insights into the institutional
characteristic of a certain actor or institution.

One should note that the Covid-19 pandemic, which had its outbreak at the time of this study,
affected the results of this study. For example, some actors that were initially contacted with an
interview request declined participation due to the pandemic outbreak. When applying the result
of this study, one must therefore be aware of the possible effects the mentioned circumstances
had on the result.

7.1. Further research

The findings of this study shows that the area of SR assurance in Sweden, and the role of
auditors in it, is under constant development. This thesis has shown that the auditor uses
different types of institutional work in order to create and maintain the institution of SR
assurance in Sweden as well as their own role in it. The theoretical framework, with a basis in
institutional theory, along with applicable analysis model, can provide further insights if applied
to other contexts. It would be of interest to apply it to a larger sample of auditors, from more
and smaller auditing firms, as well as to include other assurance providers that are not
professional auditors. That could give a broader picture of the area of SR assurance practices
in Sweden. The situation regarding regulations on the area is also something to consider.
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Perhaps the analysis model in this study could be applied to another country, with other
regulations, in order to get further insights. Furthermore, there would be interesting to apply the
findings of this study to a longitudinal perspective over time, to see how the institution and its
actors change.

Lastly, the circumstances of this study is fairly new, as the regulation in AAC regarding
statutory SR was implemented for the year 2017 and forward. There is thus still an immaturity
among the actors affected by it, which could be interesting to study over time. It should also be
noted that, at the time of this study, there is a review of the NFRD out on referral. The review
aims to get insights from stakeholders on possible revisions to the NFRD, which, if found
suitable, will be implemented in the years to come (EC, 2020). This further shows that the area
is very dynamic and is subject to possible changes in the near future.
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9. Appendix 1: Interview guide

Interview guide themes and questions.

A. The function of assurance of sustainability reports

1. What is the function of the assurance of sustainability report?

2. Why does sustainability reports need to be assured?

3. How is the assignment process in relation to traditional auditing of financial information?
B. The role of the auditor

1. How is the auditor assisting in the preparation of the sustainability information?

2. How do auditors work to ensure their position as assurers?

3. Are auditors well equipped for the task of assuring sustainability information?

C. Standards and guidelines

1. What standards and guidelines do you use?
2. Are existing standards well designed for the purpose?

D. Future and development

1. Will we see an increased / decreased materiality scope for assuring sustainability
information?

2. Will it be more common in the future with third-party auditors who are not auditors?

3. How will the development be in terms of reviewing entire reports or only essential parts
(individual indicators, etc.)?
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