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Abstract Corporate sustainability reports are supposed to
provide a complete and balanced picture of corporate sus-
tainability performance. They are, however, usually volun-
tary and thus prone to interpretation and even greenwashing
tendencies. To overcome this problem, the Global Reporting
Initiative (GRI) provides standardized reporting guidelines
challenging companies to report positive and negative
aspects of an organization’s sustainability performance.
However, the reporting of “negative aspects” in particular
can endanger corporate legitimacy if perceived by the
stakeholders as not being in line with societal norms and
values. Starting from the theoretical lenses of economics-
based disclosure theories and socio-political theories of
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disclosure, the focus of this study therefore was to analyze
the communicative legitimation strategies companies use to
report “negative aspects,” i.e., negative ecological and
social impact caused by corporate activity. Using qualitative
content analysis of GRI-oriented sustainability reports from
companies listed on the US Dow Jones Industrial Average
Index and on the German DAX Index, we identified six
legitimation strategies. We discuss these strategies regard-
ing to symbolic and substantial management of legitimacy.
We show that symbolic legitimation strategies aiming at
modifying the perception of legitimizing stakeholders
dominate in the reports at hand. Such persuasion, however,
does not meet the requirement of impartiality as postulated
by the GRI guidelines. Building upon this conclusion we
propose a concise characterization of “negative aspects”
and develop a GRI-compliant schema of reporting about
them. In doing so, we offer a way to improve the overall
“balance” of sustainability reporting contributing to a true
and fair view in sustainability disclosure.

Keywords Sustainability reporting - Legitimacy -
Disclosure - Global Reporting Initiative - Impression
management - Reporting strategy

Introduction

Firms are increasingly held accountable for the impact of
their activities on society (Hahn 2012). However, it is often
difficult for external stakeholders to assess the actual sus-
tainability performance of a company. To reduce informa-
tion asymmetries between companies and their stakeholders,
firms are expected to communicate their behavior and to
comply with the norms of corporate sustainability transpar-
ency (similar, Philippe and Durand 2011). Accordingly,
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sustainability and corporate social responsibility (CSR)
reporting' has become a standard topic in management and
accounting (Hahn and Kiihnen 2013). In 2011, 95 % of the
250 largest global companies published such a report
(KPMG 2011) answering increasing stakeholder pressure to
explain their business conduct (Haniffa and Cooke 2005;
Fortanier et al. 2011; Gallo and Jones Christensen 2011). In
general, transparent disclosure can enhance trust with dif-
ferent stakeholders whereas “a lack of governance trans-
parency represents a source of information risk for external
stakeholders.” (Archambeault et al. 2008, p. 377). However,
prior studies identify an abundance of positive information in
corporate sustainability reports and a lack of negative vol-
untary disclosures (e.g., Lougee and Wallace 2008; Holder-
Webb et al. 2009; Deegan and Rankin 1996). Companies
often seem to try to use overly positive, whitewashed sus-
tainability reports merely for PR purposes as a tool for
gaining and improving a company’s reputation and legiti-
macy (Higgins and Walker 2012; Castell6 and Lozano 2011;
Deegan 2002; Hooghiemstra 2000; Cho et al. 2010). How-
ever, the usefulness of such reports for reducing information
asymmetries and improving transparency can be questioned
since they do not help foster accountability and paint a true
and fair view? of a company’s non-financial performance.
Regulation seems to be of little help in this aspect since
there is only very limited regulatory guidance on sustain-
ability reporting in most countries (Manetti and Becatti
2009; Deegan 2004). Projects such as the Global Reporting
Initiative (GRI), a multi-stakeholder forum dedicated to

! Corporate reports on non-financial issues offer plenty of labels,
such as Corporate Citizenship Report, Corporate (Social) Responsi-
bility Report, Sustainable Development Report, Sustainable Value
Report, and Sustainability Report, while all referring to the same
issues. We use the aforementioned terms interchangeably to reflect
the reality of corporate non-financial reporting (see Table 3 in
Appendix). This handling of terms is backed by recent characteriza-
tions of corporate sustainability and CSR that are gradually converg-
ing (see, e.g., Hahn 2011). Dyllick and Hockerts (2002) define
corporate sustainability as “meeting the needs of a firm’s direct and
indirect stakeholders [...], without compromising its ability to meet
the needs of future stakeholders as well” (p. 131). To achieve this
goal, they note that companies need “to maintain their economic,
social, and environmental capital base” (p. 132). Similarly, the
European Commission (2011), for example, defines CSR as “the
responsibility of enterprises for their impacts on society [...] to
integrate social, environmental, ethical, human rights, and consumer
concerns into their business operations and core strategy” (p. 6). The
International Organization for Standardization (2010) characterizes it
as the “responsibility of an organization for the impacts of its
decisions and activities on society and the environment” (p. 3) while
directly referring to the maximization of the contribution to sustain-
able development as the “overarching objective for an organization”
(p- 10).

% Le., offering a picture of the reporting company that provides
comparative truth by complying with all relevant accounting princi-
ples. For a historical overview in financial reporting see Georgiou and
Jack (2011) or Chambers and Wolnizer (1991).
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providing guidance on sustainability reporting, try to
overcome this gap (GRI 2011). Today, the GRI guidelines
are regarded as “the de facto global standard” (KPMG
2011, p. 20; emphasis in original) for voluntary sustain-
ability disclosure. They challenge companies to provide
transparent, complete, and balanced reports. This explicitly
includes positive and negative corporate contributions to
sustainability (GRI 2011). However, the effects of dis-
closing negative sustainability-related incidents in partic-
ular are largely neglected in scholarly research (Hahn and
Kiihnen 2013; for notable exceptions see, e.g., Chan and
Milne 1999; Coram et al. 2009; Reimsbach and Hahn
2013). Whereas various sustainability-related studies, for
example, in environmental reporting, have examined biases
in the quantity of disclosure (e.g., Neu et al. 1998; Patten
1992; Blacconiere and Patten 1994; Clarkson et al. 2008)
or in the choice of thematic content of disclosure (e.g., Cho
and Patten 2007; Hughes et al. 2001; Patten 2002), the
dimension of legitimizing strategies regarding language
and rhetoric in sustainability reports has not yet been
thoroughly examined.

This omission is serious since illuminating the impact of
negative disclosure is highly relevant from a managerial
perspective: Disclosing “negative aspects” can endanger
corporate legitimacy if negative ecological and social
consequences of corporate activity are not perceived as
being in line with societal norms, values, and beliefs by the
company’s stakeholders (Chan and Milne 1999; Deegan
and Rankin 1996). Given that sustainability aspects rep-
resent value-relevant information to investors (Orlitzky
et al. 2003; Dhaliwal et al. 2012), negative sustainability
performance can thus translate into negative financial
performance and increased stock market risk (Bansal and
Clelland 2004). When not reporting negative aspects, on
the other hand, companies might encounter increased
skepticism regarding the reliability of their sustainability
disclosure with potentially negative consequences for their
accountability. Actively disclosing negative aspects of
sustainability performance might even be regarded as a
positive signal in terms of actively managing risk, thus
helping to avoid future issues.

The focus of this study therefore was to analyze the com-
municative legitimation strategies companies use to report
“negative aspects,” i.e., negative ecological and social impact
caused by corporate activity. In general, we aim to shed light
on reporting behavior related to negative sustainability-rela-
ted aspects in voluntary GRI-oriented reports. We specifically
strive to answer the following questions:

(1) How do companies legitimize negative incidents in
their sustainability reports, and how can the respec-
tive reporting strategies be judged in light of a “true
and fair view” in sustainability reporting?
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(2) Which implications stem from the findings for further
advancing the GRI guidelines?

Our study thus contributes to the growing body of literature
on sustainability and CSR reporting (Hahn and Kiihnen
2013). Shedding light on different types of communicative
disclosure strategies for reporting negative incidents and
discussing their potential for providing a true and fair view
of a company’s non-financial performance enables us to
develop implications for managers who want to provide a
complete sustainability report in accordance with the GRI
guidelines. Furthermore, we aim at providing meaningful
guidance for regulators and policy makers trying to
understand the nature of corporate reporting behavior and
the opportunities and constraints of voluntary corporate
disclosure. To achieve this, we conducted a qualitative
content analysis of current GRI-oriented sustainability
reports from companies listed on the US Dow Jones
Industrial Average Index and the German DAX Index. By
evaluating reports from companies listed on these two
indices we aimed to achieve a broad representation
including companies from various industries and corporate
governance systems enabling a comprehensive overview of
legitimation strategies connected to negative aspects.

The remainder of this paper is structured as follows. In
“Theoretical Background” section, we give an overview of
theoretical peculiarities of disclosing “negative aspects” as
postulated by the GRI guidelines. Here, we refer to econom-
ics-based disclosure theories (especially voluntary disclosure
theory and signaling theory) and to socio-political theories of
disclosure (especially legitimacy theory) before outlining
prior research on the relevance of corporate legitimacy and
legitimizing strategies. In “Methodology” section, we
describe the method and data of our study. In “Findings on
Strategies to Legitimate Negative Aspects in Sustainability
Reporting” section, we illustrate our findings regarding dif-
ferent legitimation strategies used in the sustainability reports
before we discuss these findings focusing on different poten-
tial effects of these strategies in “Discussion” section. Here
we also outline implications for the further development of the
GRI guidelines. Finally, we present conclusions, limitations,
and avenues for future research in “Conclusion” section.

Theoretical Background

Economics-Based Disclosure Theories, Sustainability
Reporting and Negative Incidents in GRI-Related
Disclosure

According to economics-based voluntary disclosure theory
(Dye 1985; Lang and Lundholm 1993; Verrecchia 1983),
companies voluntarily disclose information to reduce

information asymmetries between managers and outside
stakeholders to convey their (good) performance. Simi-
larly, signaling theory suggests that in cases of information
asymmetry, the better informed party tries to credibly
convey information about itself to the less informed party
(Spence 1973; Connelly et al. 2010) to reduce this asym-
metry. The sustainability performance of a company can be
regarded as asymmetric information because it is difficult
for parties outside the company to gain credible informa-
tion on sustainability aspects. Companies can reduce this
information asymmetry by proactively reporting on their
sustainability-related activities. In doing so, they might
wish, for example, to ensure success in the capital markets
because an increasing number of investors and rating
agencies (which, for example, also influence the compo-
sition of indices such as the Dow Jones Sustainability
Index or the FTSE4Good) integrate sustainability issues
into their decisions (see, e.g., Global Sustainable Invest-
ment Alliance 2012).

Thus, at first sight, there seems to be few incentives to
report negative aspects of a company’s sustainability per-
formance, especially as sustainability reporting is still
usually voluntary and largely unregulated in most countries
(Manetti 2011; Deegan 2002). However, with regard to
voluntary disclosure and signaling theory reporting, dis-
closing negative incidents might enhance trust in the
company’s information policy and signal a proactive and
honest disclosure, whereas not reporting negative aspects
might conversely lead to speculation that the report is
overly positive, whitewashed, and hence not a reliable
source of information. In line with this thinking, Reims-
bach and Hahn (2013) recently showed that proactive
corporate disclosure of negative sustainability-related
aspects is not necessarily regarded as a negative signal by
non-professional investors and that such disclosure might
even be regarded as a risk mitigation mitigation tool.
Furthermore, an increasing number of sustainability reports
are externally assured by independent auditors (KPMG
2011). This increases the pressure to provide a balanced
and true picture of the company’s sustainability perfor-
mance, including negative aspects.

Nevertheless, research shows that companies tend to
prefer to emphasize positive information in voluntary
sustainability reporting (Lougee and Wallace 2008;
Holder-Webb et al. 2009). Thus, reports seem to be prone
to ambiguity and arbitrariness due to the lack of regulatory
safeguards. The GRI tries to overcome this issue by pro-
viding guidelines for reporting including negative aspects.
It introduced the principle of “balance” to challenge
companies to report on positive and negative contributions
“to enable a reasoned assessment of overall performance”
(GRI 2011, p. 13). However, the GRI does not provide an
explicit outline or understanding of what constitutes a
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negative contribution or impact. We therefore propose the
following preliminary characterization of negative aspects
regarding sustainability reporting to identify these issues in
company reports: Negative aspects in sustainability
reporting include any corporate statement referring to
factual and/or potential corporate conduct that had or has a
(potentially) negative impact on the realization of sus-
tainability. Since this characterization is rather broad, we
refer to the GRI “performance indicators” to illustrate
examples of such negative aspects. In terms of the eco-
logical dimension of sustainability, negative aspects
stemming from corporate operations are associated with
the pollution of the ecological environment (air, soil, water,
etc.) in terms of the production of toxic waste, the release
of harmful emissions or hazardous substances, and so on.
When referring to the social dimension, negative aspects
could be, for example, work-related accidents, bribery or
fraud, breaches of data privacy, and incidents of child labor
or discrimination. When turning to negative economic
(especially financial) aspects, regulatory guidelines (e.g.,
US GAAP and IFRS) provide certain rules for financial
reporting that potentially influences legitimation strategies
so that they might not be comparable to the ones we discuss
with regard to environmental and social issues. Conse-
quentially, negative aspects of financial performance were
not analyzed. Instead, we assume them to be covered in
traditional (mandatory) financial reporting which was not
part of our study.

Socio-Political Theories of Disclosure
and Sustainability Reporting

According to social-political theories of disclosure (e.g.,
Gray et al. 1995), voluntary disclosure is not merely used
to inform capital market participants but also to manage
impressions. The aim is to help companies face social and
political pressure exerted by non-market stakeholders, such
as NGOs, policymakers, or the media. The disclosure of
certain sustainability information can be an instrument for
generating favorable impressions of an organization’s
sustainability performance, thus preserving organizational
legitimacy (Bansal and Clelland 2004; Bebbington and
Larrinage-Gonzalez 2008; Brown and Deegan 1998; Dee-
gan 2002; Deegan et al. 2002; Hooghiemstra 2000;
O’Donovan 2002). According to legitimacy theory, legiti-
macy can be characterized as “a generalized perception or
assumption that the actions of an entity are desirable,
proper, or appropriate within some socially constructed
system of norms, values, beliefs, and definitions” (Such-
man 1995, p. 574). Achieving and preserving legitimacy is
relevant because companies act in extensive exchange
relationships with different stakeholder groups and depend
upon resources from their environment (e.g., from public
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authorities, residents, activists, customers, or employees),
and these stakeholders have increasing expectations
regarding how companies conduct business.

In a very general sense, legitimacy theory suggests that no
organization has an inherent right to exist and that society
confers legitimacy upon each organization (Deegan 2002).
This idea is transferred to two main viewpoints in legitimacy
theory: the institutional perspective and the strategic per-
spective (Suchman 1995). In the institutional tradition (e.g.,
DiMaggio and Powell 1983; Meyer and Rowan 1977; Zucker
1987), legitimacy is regarded as a set of constitutive beliefs.
For example, institutional dynamics which stem from the
industry environment in which a firm operates, generate
external pressure on companies to behave in a way that is
perceived legitimate by external institutions. In this sense,
companies, at most, can have only a very limited influence on
society’s perception. The strategic tradition (e.g., Ashforth
and Gibbs 1990; Dowling and Pfeffer 1975; Pfeffer and Sal-
ancik 2003) adopts a more managerial stance, assuming that
the organization can take actions to influence its legitimacy.

The perceived legitimacy by different stakeholders helps
to ensure access to, for example, resources and markets and
thus leads to the continuity of the company (Palazzo and
Scherer 2006). However, the perceived legitimacy is
potentially threatened by negative incidents (or those inci-
dents that are perceived to have a negative connotation)
associated with the respective legitimacy-seeking entity. On
the one hand, actively disclosing negative aspects could put
corporate legitimacy at risk if the negative aspects are not in
line with societies’ expectations of corporate behavior and
performance. For example, Bansal and Clelland (2004)
showed that companies disclosing environmental sustain-
ability performance experience higher unsystematic risks.
On the other hand, not disclosing negative incidents could
lead to a public backlash if the incidents are uncovered by
independent third parties, whistleblowers, or entities and
threaten the corporate legitimacy (Reimsbach and Hahn
2013; Valand and Heide 2005). Accordingly, Bansal and
Clelland (2004) also showed that unsystematic risks seem to
be especially pronounced when the negative aspects are
uncovered by external third parties. In the 1990s, for
example, Nike’s reputation was hit hard following discus-
sions of the poor working conditions in the company’s value
chain (Zadek 2004), and numerous oil companies were
repeatedly publicly accused of environmentally and socially
harmful business practices especially in developing coun-
tries (Boele et al. 2001). These examples illustrate that—
metaphorically speaking—society can revoke a company’s
social “license to operate” and thus put the company’s
economic success at risk if it perceives that the organization
is not operating in an acceptable way.

This also indicates that an organization’s legitimacy is
not an objective fact but lies in the eye of the beholder (i.e.,
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it is subject to the perception of those who convey legiti-
macy). There might therefore be a gap between actual
corporate conduct (and disclosure about this conduct) and
stakeholder perception. This opens up opportunities for
corporate practices influencing the perceived legitimacy
and helping companies to ensure the supply of this par-
ticular intangible resource (Deegan 2002). Accordingly,
legitimation strategies can be characterized as strategies
intended to secure legitimacy as a valuable resource by
using specific communication techniques in corporate dis-
closure (e.g., Dowling and Pfeffer 1975; Ashforth and
Gibbs 1990; Suchman 1995; Hooghiemstra 2000). This
view hence follows a strategic perspective of legitimacy.

Corporate Legitimation Strategies and Negative
Incidents

When specifically looking at the occurrence of negative inci-
dents, legitimation strategies aim at restoring legitimacy (when
the incident has already caused a loss of legitimacy) or at pro-
actively preserving legitimacy (in cases where the incident has,
for example, not been made public before the company itself
discloses it). In the latter sense, the crisis communication lit-
erature suggests that early and transparent communication of
negative incidents can help minimize losses of credibility (e.g.,
Allen and Caillouet 1994; Ulmer and Sellnow 2000). Table 1
offers an overview of the most prominent categorizations of
legitimation strategies, with a specific reference to negative
occurrences in corporate behavior.

Benoit (1997), for example, proposes a well-cited variety
of legitimation strategies in crisis communication aiming to
repair a bruised corporate image. Similarly, Suchman’s
(1995) framework of organizational legitimacy contains a
subset of strategies aiming at repairing legitimacy when
negative publicity has occurred. Furthermore, Cho (2009)
identifies three generic legitimation approaches in response
to environmental disasters. The respective strategies intro-
duced by these scholars are, however, primarily connected
with those negative aspects that already caused damage to
organizational legitimacy so that they are usually not suitable
for use for voluntary corporate disclosure of negative aspects
as in most GRI-oriented sustainability reports.

Other frameworks offer a more proactive set of legiti-
mation attempts. Under the label of impression management,
Merkl-Davies and Brennan (2007) discuss concealment and
attribution as the main approaches for disclosing negative
incidents in corporate narratives. However, neither of these
strategies is particularly suited for analyzing balanced
reporting of negative aspects in sustainability disclosure
because they all aim at drawing attention away from the
respective negative fact. A less biased set of legitimation
strategies is proposed in the conceptual paper by Lindblom

(2010), who—based on hypothetical examples—discusses
the communication of organizational changes, the attempt to
change stakeholder perceptions, the association with sym-
bols having high legitimacy, and adjustments in societal
expectations as means for strategic disclosure. Our study ties
into this thinking by providing empirically grounded insights
into those strategies connected to corporate (sustainability)
reporting and to the proactive disclosure of negative aspects
as required in balanced sustainability reporting according to
the GRI. As discussed in the introduction, non-financial
disclosure has proliferated due to the increasing pressure and
scrutiny of various stakeholders. Companies use non-finan-
cial reporting to explain their business in a positive light and
thus respond to this scrutiny (Haniffa and Cooke 2005;
Fortanier et al. 2011; Gallo and Jones Christensen 2011).
Research shows that the disclosure of certain sustainability
information can help to preserve organizational legitimacy
by generating beneficial impressions of the company’s sus-
tainability performance (Bansal and Clelland 2004; Bebb-
ington and Larrinage-Gonzalez 2008; Brown and Deegan
1998; Deegan 2002; Deegan et al. 2002; Hooghiemstra 2000;
O’Donovan 2002). However, very few papers specifically
investigate negative aspects in voluntary reporting which
might be because positive information prevails in sustain-
ability reports.

Some interesting findings in this regard instead stem
from traditional accounting research. Here, several studies
indicate that companies use rhetorical devices and prefer to
emphasize the positive aspects of their performance while,
for example, blaming the external environment for bad
news in order to positively influence stakeholder percep-
tions (e.g., Clatworthy and Jones 2003; Smith and Taffler
2000; Yuthas et al. 2002; Sydserff and Weetman 2002).
Merkl-Davies and Brennan’s (2007) framework was based
on extensive review of research on accounting narrative
disclosures. According to this framework, impression
management in reporting practices focuses on either the
quantity or on the quality (e.g., language and verbal tone,
attribution) of the information. The focus of our study is on
the latter. Only recently, Higgins and Walker (2012)
studied persuasive strategies in sustainability reports.
Similarly, Castellé6 and Lozano (2011) analyzed sustain-
ability reports and identified different types of rhetoric to
gain legitimacy. Both studies, however, follow the general
trend of investigating legitimacy related to the mainly
positive information dominant in corporate sustainability
disclosure. In a rare attempt to go beyond positive infor-
mation disclosure in sustainability-related reporting, Cho
et al. (2010) found that disclosure by low-environmental
performers is coined by more “optimism” and less “cer-
tainty” than the disclosure by those companies with a
better performance. Regarding language and rhetoric, Neu
et al. (1998) showed that in annual reports, narrative
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disclosures of environmental aspects are the preferred form
of reporting since they can be specifically targeted to
manage public impression. Our study digs deeper into these
aspects by illuminating corporate disclosure strategies
related to negative aspects. We specifically focus on lan-
guage and tone of sustainability reporting since these
aspects have been largely neglected thus far.

Methodology

Research specifically focused on systematically analyzing
the strategies used by companies to disclose negative sus-
tainability-related aspects is very scarce. We therefore
decided to apply an exploratory research design to illumi-
nate modes of disclosing negative incidents in corporate
sustainability reports. Thus far, there is no holistic catego-
rization of legitimation strategies referring to voluntary
disclosure of negative incidents. Thus, we decided to
explore different legitimation strategies by means of an
inductive research approach using qualitative content
analysis to uncover the ways in which negative incidents are
disclosed and rhetorically backed in corporate non-financial
reports. The proposed classification could then later be used
as a framework for further (quantitative) research.

Sample Selection and Material

Our sample consisted of sustainability (or CSR or Corporate
Citizenship) reports of companies listed on the US Dow
Jones Industrial Average Index and the German DAX Index
(as of March 1st, 2012). We included the latest available
reports (i.e., stand-alone sustainability reports or integrated
reports) at the time of analysis in mid-2012 that followed the
GRI guidelines. This encompassed the PDF-versions of
reports covering the years 2011 or 2010. We opted to include
companies from two broad indices to achieve a balanced
representation of various industries. Furthermore, including
reports from companies based in a more shareholder-ori-
ented Anglo American context and from companies based in
a more stakeholder-oriented Continental European context
with potentially different approaches to sustainability man-
agement and related disclosure (Matten and Moon 2008)
should also add depth in the data at hand.

In sum, we analyzed 40 reports (19 from Dow Jones
Industrial Average companies and 21 from DAX companies;
see Table 3 in Appendix). This total is less than the 60
companies included in both indices. The companies not
included in our analysis did not publish a sustainability-
related (or integrated) report, did not publish a report
according to the GRI guidelines, give website-only version
of their reports or merely published some form of a short
overview in the analyzed period. Overall, this led to a data

sample of about 4,000 pages in total. The first research aim
was to explore how companies legitimize negative incidents
in their sustainability reports. The data we used enabled us to
reach this aim. Other data, for example, interviews, which
are typically used in qualitative case studies, would not have
provided us with much added value because we specifically
aimed to uncover the disclosure strategies used in corporate
sustainability reports and not, for example, the rationale
underlying the use of the respective strategies. Other data
sources, such as external reports on the companies, might
have the potential to yield interesting insights beyond illu-
minating corporate legitimation strategies and the rhetoric
adopted. However, such external resources cannot be used
for triangulation purposes in our specific case because they
would not mirror corporate rhetoric but outsider rhetoric,
which was beyond the scope of this research.

Data Analysis

We used qualitative content analysis (see Duriau et al. 2007;
Mayring 2000, 2010) on the data extracted from the sus-
tainability reports. Due to the exploratory nature, we used an
inductive, interpretative approach for analyzing the data.
Following Mayring’s (2000; 2010) step model of inductive
category building we first defined our research question (see
“Introduction” and “Theoretical Background” sections)
and object (i.e., the data; see “Sample Selection and Mate-
rial” section). Second, we chose “negative aspects” as rel-
evant selection criterion to determine which parts of the
material were relevant for our analysis. To identify these
aspects we independently searched for any passages in the
reports that might be related to negative incidents or aspects
using the software tool MAXQDA. This included the
extensive search for generic keywords such as “negative,”
“incident,” “accident, adverse,” “harm, risk,” and
“conflict”. The keywords were previously identified and
discussed by the two main researchers with further input
from two PhD students to cover a wide range of synonyms
providing a broad variety of possible associations with
negative incidents in general. Furthermore, we searched for
concrete topics such as “corruption,” “spill,” “child labor,”
“discrimination,” and potential synonyms by referring to
the respective GRI indicators, which include such incidents
that usually bear a negative connotation (GRI 2011). It
became clear that negative aspects are reported in brief form
so that we used single sentences (and sometimes short
paragraphs) as analytical units. This allowed us to identify
those passages in the reports that might be associated with
negative aspects of corporate sustainability performance.
In the third step, we went through the material and
marked the identified spots to evaluate whether they cov-
ered negative aspects of sustainability performance as
characterized above. Differing assessments by the two

9« 9«
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coders were discussed on a case-by-case basis. We then
independently scrutinized the identified statements and
passages for recurring patterns in disclosure. These patterns
were used to inductively deduce different categories (i.e.,
the legitimation strategies) from the material. Thus, the
formulation of the categories was guided by the material at
hand instead of following a set of predefined theoretical
concepts. We started by giving every single identified
statement a name that expressed its main content (such as
“comparison with other companies,” “imprecise descrip-
tion of incident,” and “reference to industry”). In the
beginning, this led to an abundance of different category
names. In some cases, we found that the categories referred
to identical issues. In such cases, the respective categories
(e.g., “normal behavior” and “natural behavior”) were
merged. In other instances, the categories were not iden-
tical, but they largely resembled each other (e.g., the initial
codes “explanation of factual reasons” and “explanation of
inevitability”). These were summarized in a main category
(in this case “Rationalization”) while retaining the differ-
ent subcategories. Finally, some of the identified strategies
(e.g., “comparison with other companies” and “reference
to industry”) also seemed to embody the same content
(namely a reference to the respective industry). However, a
closer analysis of these strategies revealed that the com-
petitors or the industry was used as authority or they were
used to abstract from the own company what we regarded
as two differing approaches. Hence, we redefined the cat-
egories by referring to these strategies as “Authorization”
and “Abstraction.” In the end, each category had specific
characteristics and the identified spots were coded with
these initial categories. New spots were either subsumed
under existing categories or a new category was built.

Forth, we began coding the material and after about a
quarter of the material had been searched we met to
compare our findings of possible legitimation strategies.
This revealed some items that were coded differently by
the coders. These differences tended to be spots that con-
tained combined legitimation strategies. We therefore
added a separate “combination” category. The identified
categories were then revised, and in the fifth step, the
whole material was searched and coded according to the
identified categories before turning to the interpretation of
results in the sixth and final step (see “Findings on Strat-
egies to Legitimate Negative Aspects in Sustainability
Reporting” and “Discussion” sections). In sum, the
underlying approach thus was a hermeneutic and iterative
process including multiple interplays of critically reflecting
the data, searching for reporting patterns, and questioning
and refining the identified categories of legitimizing neg-
ative aspects (for a similar approach see, e.g., Castellé and
Lozano 2011; for general notes see, e.g., Corbin and
Strauss 2008).
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In terms of the reliability of the overall research pro-
cess, we ensured replicability and stability with compre-
hensive and detailed documentation of the whole research
process as well as a multi-coder analysis of the given data.
Since identifying rhetoric and legitimacy strategies in
reporting may be characterized as “soft” elements refer-
ring to the deeper meaning that lies buried in the text
(Duriau et al. 2007), the challenge is to make “the judg-
ments of coders intersubjective, that is, those judgments,
while subjectively derived, are shared across coders”
(Potter and Levine-Donnerstein 1999, p. 266). Indeed,
subsequent discussions in the process revealed items that
had not been identified by both researchers as well as
some differences in the coding and interpretation of the
reporting patterns. These different judgments between the
coders were individually assessed and resolved when the
data were reviewed and the findings discussed after step
four of our coding (see above), thus gradually aligning
differences regarding the mental schemes of the coders. In
the final coding a high inter-coder agreement was
achieved which points to a strong reliability of our coding
framework.® Furthermore, internal validity was enhanced
by repeatedly checking each case against the source data
(the single reports) and by intensive discussions within the
research team (which included two other persons apart
from the authors). The iteratively identified legitimation
strategies were subject to plausibility testing by mirroring
them with existing patterns of legitimation referring to
negative incidents which enhanced our comfort with the
construct validity. A certain degree of external validity
can be claimed through de-contextualization and abstrac-
tion (Avenier 2010) of the identified legitimation strate-
gies. However, such external validity can only be claimed
in the context of companies reporting according to the
GRI (and not for non-reporting companies nor for those
companies which conceal their negative aspects).

Findings on Strategies to Legitimate Negative Aspects
in Sustainability Reporting

We identified six strategies companies use to legitimize
negative aspects in sustainability disclosure on our data:
marginalization, abstraction, indicating facts, rationaliza-
tion, authorization, and corrective action (see Table 2). An
outline of these strategies will be discussed.

We did not encounter major differences in the reporting
behavior of the Dow versus the DAX companies. This
might be explained by the fact that all the companies in the

3 We computed the liberal Holsti coefficient of reliability with 0.86
and the more conservative Krippendorff’s alpha with 0.834
(Krippendorff 2004).
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Table 2 Legitimation strategies for disclosing negative aspects in sustainability reports

Strategy (characteristics)

Further examples from data

Typical language
and appearance

Marginalization (rendering
negative aspects non-
relevant, unimportant or
negligibly)

Abstraction (generalizing
negative aspects as being
prevalent throughout
(typically) a whole industry)

Indicating facts (mentioning
existence of negative aspect)

Rationalization

Instrumental (highlighting
benefits, functions or
purposes)

Theoretical (emphasizing
some form of “normal” or
“natural” behavior or
development)

Authorization (referencing to
authorities)

Corrective action
Type 1 (unprecise provision
of ideas, intent, or measures
how to tackle or avoid the
negative aspect in the future)

“No significant environmental damage has been caused in the past.” (RWE: 77)
“The non-compliances were all minor.” (Johnson & Johnson: 7)

“The bank received and corrected a small number of violation notices in 2010,
including several nonmonetary notices of violation.” (Bank of America: 68)

“(...) various companies in Germany from the exploration and production sector
were criticized because of planned exploration activities in preparatory work
relating to extraction of gas from shale deposits near the surface of the earth.”
(RWE: 113)

“As an automaker, we are part of an industrial sector that consumes large
volumes of material.” (Daimler: 83)

“Some have expressed concerns over the way pharmaceutical companies
provide information to healthcare professionals and consumers.” (Merck: 42)

.7 (K+S: 101)

“In 2010, our global compliance hotline and e-mail address registered 29
reports, five from Germany and 24 from other countries. 27 reports were
received by e-mail (14 of them anonymously) and two by phone (one
anonymously).” (Bayer: 28)

“...we had to record 979 injuries .

“We regret to report the deaths of seven company associates and nine
contractors in 2010.” (Coca Cola: 58)

“The rise in cloud computing is requiring more data center capacity, which in
turn is causing the use of more energy.” (Microsoft: 33)

“Due to an above-average sales increase in the premium segment, Daimler had
to pay a CAFE penalty of US$11.8 million for model year 2010.” (Daimler:
66)

“The absolute rise is largely due to an increase in the volume of once-through
cooling water owing to increased production at the (...) sites” (Bayer: 58)

“However, legal violations can never be ruled out completely.” (BMW: 11)

“Complaints are bound to happen in an organization with more than 76 million
customers worldwide.” (Allianz: 53)

“Industrial growth inevitably has an impact on biological diversity, which is the
basis for healthy food, clean water and a balanced climate.” (Volkswagen: 69)

“Some academic research suggests an impact on prices (both up and down) from
speculative activity, but most of the peer-reviewed, academic literature
suggests that the fundamentals of demand and supply are the dominant drivers
of commodities prices.” (Deutsche Bank: 28)

“In comparison to the total number of suspected cases in German mining in 2010
(4,103), this shows that in our mines the risk of vocational illness is very low.”
(K+S: 99)

“We also identified about 100 vendors out of our more than 60,000 suppliers that
were not sufficiently implementing anticorruption practices; we (...) took
corrective action.” (Microsoft: 57)

“In March 2010, a lawsuit was filed against Bayer in the United States. The
allegation was that Bayer HealthCare Pharmaceuticals had discriminated
against certain female employees because of their gender. (...) There are also
various initiatives for promoting diversity and the equal treatment of
employees in the company.” (Bayer: 38)

“(...) These incidents were reported externally, as appropriate, through our
management systems, and in each case we took remedial action and analyzed
the events in order to avoid a recurrence.” (Siemens: 76)

Judgmental phrases and
adjectives
(no + adjective,
minor, small,
insignificant)

Vagueness and
ambiguity (some,
various ...)

Quantification of
negative aspect

Explanation of factual
reasons (due to,
caused by ...)

Explanation of
inevitability

Specific mentioning of
legitimizing authority
or benchmark

Inexact, imprecise
adjectives and phrases
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Table 2 continued

Strategy (characteristics) Further examples from data

Typical language
and appearance

Type 2 (concrete provision of
ideas, intent, or measures
how to tackle or avoid the
negative aspect in the future)

issues.” (Walmart: 41)

(Henkel: 9)

“In 2011, we ceased working with 49 factories in Bangladesh due to fire safety

“We terminated two supplier relationships, one because of inadequate
environmental standards, the other due to socially unethical practices.”

Concrete numbers,
specific descriptions
of sequences and
processes

“We immediately enhanced the safety precautions on the machine concerned,
checked all comparable equipment by means of an updated hazard assessment
and issued special instructions to the employees involved in production and

technology.” (K+S: 101)

sample are globally acting firms with a significant share of
international business (and some of the DAX companies
even are or were listed in the United States). Thus, there are
similar expectations regarding the sustainability of their
operations. As a result, instead of within-country differ-
ences in reporting approaches, differences between single
companies can be expected. Such differences might stem
from variations in their sustainability and CSR manage-
ment (Roome 1992; Carlisle and Faulkner 2004). Conse-
quentially, picking companies from two corporate
governance systems did not produce any particular insights
regarding differences in reporting behavior but helped us
broaden the data, thus increasing confidence in the external
validity of the findings.

The data identified some differences with relation to the
industries studied. A comparably large number of negative
aspects could be found in reports from the chemical
industry, whereas the financial service providers merely
disclose any such aspects. This may be due to the chemical
industry being more prone to negative incidents or being
more proactive in its reporting behavior because it has been
under constant public surveillance for quite some time
(especially regarding ecological impacts). It could also be
explained by negative incidents connected with the
chemical industry (e.g., spills, accidents, and environ-
mental damages) being more easily tracked to a specific
company than negative incidents, for example, in the
financial services industry, or a combination of the above
reasons. Given the qualitative and exploratory nature of the
research and the limited number of cases the current study
cannot draw finite conclusions with regard to the signifi-
cance of this observation.

Marginalization
By using the marginalization strategy, companies poten-
tially seek to legitimize a negative incident by rendering it

non-relevant, unimportant, or negligible. In our material
companies typically use judgmental phrases and adjectives
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such as “no serious ...” and “no significant ...” or “minor”
and “small” (see Table 2) to minimize the incident’s
importance as illustrated by the example of Daimler (2012,
p- 49): “No serious violations of data protection were
detected at Daimler locations in Germany in 2011, nor were
any cases worth mentioning detected at any Group compa-
nies abroad.” As can be seen, the marginalization strategy is
coined by a concurrence of the description of the negative
aspect and its evaluation. Instead of simply describing the
incidents that have occurred, the company already evaluates
the negative aspect (by rendering it unimportant), hence
forestalling possible deviant evaluations by third parties. In
the respective passages, the evaluation is carried out
implicitly and by the company itself, and no evaluation
criteria are provided. In sum, although the relevance of the
negative aspect is downplayed, responsibility for its occur-
rence is somewhat implicitly acknowledged since the inci-
dent itself is not negated.

Abstraction

The abstraction strategy is characterized by generalizing
the existence of a negative aspect as being prevalent
throughout (typically) a whole industry and hence dis-
tancing the reporting corporation from the negative aspect.
The following statement as well as the examples provided
in Table 2 all include a general vagueness about which
specific company caused which negative incident: “Some
non-governmental organization stakeholders continued to
raise concerns about select ingredients in some consumer
products” (Johnson & Johnson 2011, p. 7). Thus, the
association between a single company and the existence of
the negative aspect is diluted. Instead, the negative incident
is described as depicting a collective problem or challenge.
The abstraction strategy therefore redirects attention from a
single company to the entire industry and legitimizes the
negative aspects by its widespread occurrence. This strat-
egy thus shifts the blame by attributing guilt for their
existence to peer companies.
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Indicating Facts

A very common strategy is to simply mention the existence of
a negative aspect as a fact without providing explanations or
justifications for it: “In 2011, the number of product spillages
amounted to 0.30 per 10,000 shipments.” (BASF 2012, p. 93).
The company quantifies the occurrence of the negative inci-
dent but does not evaluate it and leaves its judgment to the
report’s readers. Although this can be regarded as a compa-
rably pure and unbiased form of disclosure it might be chal-
lenging for the readers to estimate the reported fact especially
if no benchmarks (such as industry standards and references)
are given to evaluate the figures provided by the company.

Rationalization

Rationalization usually aims at explaining and justifying
aspects by referring to the utility or function of specific
actions or practices (Vaara 2006). In our context, the
occurrence of negative aspects is justified by using an
economic rationale, i.e., it is warranted by the change in
economic figures such as demand, sales, or production
enlargements and hence by providing some form of logic
and appeal to reason (Higgins and Walker 2012).

van Leeuwen (2007) differentiates two different types of
legitimation by rationalization: instrumental rationalization
and theoretical rationalization. Instrumental rationalization
legitimizes the aspect or practice in question by highlighting
the benefits, functions, or purposes (mostly the effectiveness
or efficiency) as can be seen from the following example by
Bayer (2011, p. 58): “The absolute rise is largely due to an
increase in the volume of once-through cooling water owing to
increased production at the (...) sites.” In such a case of the-
oretical rationalization, legitimation is grounded in “the way
things are” (i.e., the occurrence of the respective aspect is an
inevitable fact). The first set of rationalizing quotes in Table 2
highlights instrumental rationalization as companies try to
explain negative corporate impact such as rising CO, emis-
sions by reaching corporate aims such as production
enlargements. The second set in contrast depicts a focus on
explanations saying “how things are.” The quotes emphasize
some form of “normal” or “natural” behavior or develop-
ment: “As a global company with a diverse business portfolio,
the Bayer Group is exposed to numerous legal risks, especially
in the area of product liability.” (Bayer 2011, p. 48). This
“fact-of-life” rationalization—Ilike instrumental rationaliza-
tion—does not have to be rational in itself but at least has to
appear rational to stakeholders to have a legitimizing effect.

Authorization

The authorization strategy aims at legitimization by refer-
ring to authority. These authorities can be natural persons

(such as the CEO of a company) or impersonal references
(such as regulations) (van Leeuwen 2007). Often regula-
tory bodies, regulations themselves, and academic research
represent legitimating authorities. They deliver external
explanations, validations, and judgments of the negative
aspect as illustrated by RWE (2012, p. 114): “The heating
of the cooling water creates some negative impact in the
case of rivers. The limits have been specified by the reg-
ulatory authorities so that there are no significant impacts
on rivers.” In contrast to the marginalization strategy, the
company itself does not judge the existence of the negative
incident or its impact, but rather a third party (or several
third parties) validates the incident’s occurrence, hence
providing an apparently more objective justification for it.
This directly points to the fact that the effect this strategy
has on the legitimacy of the reporting company depends on
the legitimacy of the authority the company is referring to.
Our analysis revealed several references to different
authorities including those with a supposedly high
authority in terms of societal approval (e.g., regulatory
bodies). However, another authority frequently used is the
company’s peer group, the company’s industry. From a
critical perspective, the industry and its standards are not
objective third parties. Notwithstanding (like all other
authorities), they can act as a kind of legitimacy clue that
serves to prevent moral judgments (Tost 2011).

As indicated in the “Methodology” section, an inter-
esting observation is that some of the identified legitima-
tion strategies sometimes emerged in combination (i.e.,
different strategies were used simultaneously for disclosing
specific negative aspects). Some reports, for example, the
RWE (2012, p. 114), contained combinations of the mar-
ginalization and authorization strategies as follows: “The
limits have been specified by the regulatory authorities so
that there are no significant impacts on rivers.” The
respective authority (such as a specific regulation) is used
to justify the company’s evaluation of the negative incident
as being “marginal.”

Corrective Action

As in financial reporting (Erickson et al. 2011), the cor-
rective action strategy was used extensively in our mate-
rial. The company provides ideas, intent, or measures for
how to tackle or avoid the negative aspect in the future (see
the examples in Table 2). The examples emphasize that the
company judges the negative effect or impact as being so
important to take corrective action. Hence, the company—
at least implicitly—takes responsibility for the occurrence
of the negative aspect. Whereas some examples provide a
general and quite vague corrective action strategy, others
express a more concrete approach. We therefore divided
the corrective action strategy into types 1 and 2. Type 1
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indicates examples where corrective action is only eva-
sively described such as “To more effectively monitor
undisclosed subcontracting, we have taken steps to enhance
our Standards for Suppliers, audit reporting and training
processes” (Walmart 2011, p. 41). Type 2 quotes empha-
size examples where the specific corrective action is clar-
ified and precisely named as displayed by Cisco (2011, pp.
C5): “Wastewater discharged from compressors exceeded
local limits. (...) New filters have been installed in the
sewage system, and a specialist has been hired to improve
the wastewater control system.”

Discussion

In the following, we discuss the identified strategies
regarding to their potential to cater to balanced reporting in
light of a “true and fair view” in sustainability disclosure and
to their potential for legitimacy management before deriving
implications for further advancing the GRI guidelines.

The Potential Impact of Symbolic Versus Substantial
Legitimation on Balanced Sustainability Reporting

As discussed above, voluntary disclosure theory (similar to
signaling theory) regards this kind of voluntary reporting as
an instrument to reduce information asymmetries (Guidry
and Patten 2012), whereas social-political theories of dis-
closure suggest that voluntary disclosure is used as an
impression management tool to reduce a company’s
exposure to external pressure and to secure legitimacy. At
first sight and according to both theories, there should thus
be little incentive for companies to voluntarily disclose
negative aspects of their sustainability performance.
However, we suggest that both theoretical anchors can be
used simultaneously to explain this type of voluntary dis-
closure when looking at the legitimation strategies identi-
fied in this paper.

We argue that legitimation strategies, such as those
introduced above, can also help companies to accommo-
date the pressure to incorporate sustainability transparency
in cases of negative disclosure. The strategies potentially
mitigate the risk of a public backlash following the dis-
closure and, in an ideal case, might even help to strengthen
corporate legitimacy. According to voluntary disclosure
theory, “firms whose performance exceeds a certain
threshold will disclose, while those below the threshold
will not” (Lang and Lundholm 1993, p. 249). Based solely
on past performance, companies should thus have little
incentive to disclose negative incidents. However, we
argue that in the case of negative disclosure, the “thresh-
old” is not solely defined by the past performance (i.e., by
the negative aspect). Signaling theory suggests that
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negative effects can be mitigated to a certain extent if the
addressees perceive the reporting of negative incidents as
proactive (Blacconiere and Patten 1994). The disclosure of
negative incidents might be regarded as a positive signal in
terms of proactivity and awareness of risks, thus helping to
avoid similar incidents in the future. Consequently, instead
of focusing solely on the negative incident, decision
makers might give credit to the company for dealing with
the respective problem (Yang 2007). However, whether or
not the addressee perceives the given information as
plausible and trustworthy greatly influences the potential
effect such signaling efforts have. Likewise, not disclosing
anything or even concealing information might be regarded
as a signal in itself (see also Campbell et al. 2001;
Bloomfield 2002).

Voluntarily disclosing negative sustainability-related
aspects of a company’s performance can thus not only be
used to reduce information asymmetries (as suggested by
voluntary disclosure theory) and to improve transparency,
but it can also be regarded as a costly signal according to
signaling theory. This is because sustainability informa-
tion is deemed value relevant (see, e.g., Orlitzky et al.
2003; Dhaliwal et al. 2012), and negative disclosure can
potentially harm corporate legitimacy and the financial
bottom line (Bansal and Clelland 2004; Skinner 1994).
Despite being published by the company, negative infor-
mation can be expected to be perceived as more trust-
worthy than the disclosure of positive information
because the latter might be regarded as self-laudatory by
external stakeholders thus diminishing its credibility (see
source credibility theory, Birnbaum and Stegner 1979;
Walster et al. 1966). It can then also be helpful to face
social-political pressure to increase sustainability trans-
parency (Philippe and Durand 2011) and to build, main-
tain, or repair legitimacy.

In the following, we further argue that the different
legitimation strategies might have different implications
for corporate legitimacy. The literature on legitimacy dif-
ferentiates between symbolic and substantial approaches
(Ashforth and Gibbs 1990; Hrasky 2012; Kim et al. 2007,
Milne and Patten 2002). Substantial legitimation includes a
real change of corporate aims, structures, actions, or
activities, whereas symbolic strategies merely aim at
changing stakeholder perceptions of these processes and is
thus prone to decoupling tendencies. Previous research
indicates that symbolic management has a potentially
weaker effect on corporate legitimacy than substantial
management (Kim et al. 2007; Ashforth and Gibbs 1990).
In the following, we discuss which of the identified strat-
egies follow a symbolic practice and which strategies
highlight a substantial approach. This leads to identifying
different possible legitimation effects and helps to assess
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the respective strategies in terms of balance and impar-
tiality in GRI-oriented disclosure.

First, the marginalization strategy aims at rendering a
negative incident non-relevant, unimportant, or negligible
without considering, for example, the seriousness of the
respective incident. This strategy thus clearly can be
termed a symbolic approach. Although marginalization
aims at reducing the offensiveness of the act, such conduct
“cannot always be expected to improve one’s image”
(Benoit 1997, p. 184). Assuming that, for example, the
seriousness of the problems could become public, simply
marginalizing these problems could induce a public back-
lash and thus risk legitimacy (see, e.g., the case of the
Exxon Valdez oil spill; Benoit 1997; Williams and Olani-
ran 1994). Nevertheless, this strategy expresses at least
some sort of corporate responsibility for the negative
incident since this strategy does not deny the incident’s
existence or place the incident outside the company’s
sphere of influence.

Second, the strategy of abstraction, in contrast, can be
seen as an evasion of responsibility. Even if the aspect or
incident is negatively evaluated by others (such as NGOs),
whether the specific company caused the respective nega-
tive effect remains unclear. Instead, the negative incident is
attributed to a greater entity, for example, to the whole
industry. The abstraction strategy hence aims at influencing
the reader’s perception of the association between the
company and the occurrence of the negative aspect thus
distancing the company from the negativity. This strategy
promises to be a successful legitimation strategy as long as
criticism is not concretely directed at the reporting com-
pany. If, however, relevant actors (such as NGOs, the
media, or the public) aim at accusing specific business
actors for their behavior, legitimacy would again be at risk
(see, e.g., the case of the campaign against Nike’s so-called
sweatshops in the 1990s; Zadek 2004).

Third, other than the strategies discussed above, indi-
cating facts cannot as clearly be assigned to one of the two
approaches (symbolic vs. behavioral). On the one hand,
indicating facts can simply offer an unvalued description of
negative aspects. Readers might perceive such disclosure
as objective and thus as an expression of a substantial
management approach. This form of disclosure can then be
considered unbiased, which has a higher legitimation effect
than the strategies discussed so far. On the other hand,
indicating facts and providing data might also be actively
used to influence readers’ perceptions by achieving an
“appearance of rationality” (Higgins and Walker 2012,
p. 198). Other than in traditional financial reporting, the
descriptive, objectified, and factualized disclosure in sus-
tainability reporting is sometimes accused of being “a
rather simplistic pursuit of ‘objective’ measurement largely
adapting to traditional accounting goals” (Joseph 2012,

p- 93). Such an assumed objectivization, however, might be
deceiving if it is, for example, not being put into a context
so that the given facts cannot be judged adequately. The
indication of facts is then insufficient to inform stake-
holders adequately (Marshall and Brown 2003) and to
promote informed decision-making (Smith et al. 2008). It
hence can also mark a symbolic legitimation approach if it
is used to pretend it is an objective disclosure while in fact
hiding relevant information from the report’s readers. In
this case, readers might miss an evaluation of the reported
aspect (or at least a benchmark for this evaluation) so that
they might also perceive this form of disclosure as insuf-
ficient. This could then endanger corporate legitimacy
especially in those cases when a company refuses to dis-
close necessary supplementary information such as indus-
try benchmarks because the company’s performance is
below the industry standard.

Fourth, the rationalization strategy depicts negative
aspects as being either economically necessary or a “nor-
mal fact of life.” Both can be used to influence readers’
perceptions. Presenting a negative effect (e.g., increasing
CO, emissions) as either “necessary” or “normal” aims at
connecting it to already institutionalized and legitimate
practices (e.g., pursuing economic growth) to signal con-
formity with established practices. The intended transfer of
legitimacy to the negative incident could thus influence
stakeholders’ perception of the incident’s legitimacy in
society.

Fifth, the authorization strategy has a similar effect.
Authorities (personal as well as impersonal ones) possess
some form of legitimacy themselves and hence are used as an
anchor for the negative incident’s legitimacy. This strategy
again aims at associating the negative aspect with symbols
(in this case authorized and legitimate practices and persons)
having a high-legitimate status. Building on insights from
social psychological research, we can assume that the pre-
sentation of such legitimation clues (i.e., normal or necessary
behavioral patterns in the case of rationalization or authori-
ties in the case of authorization) can prevent readers from
undertaking active legitimation processes themselves since
cognitive processes are usually executed automatically and
effortlessly to save cognitive energy (Kahneman and Fred-
erick 2002). Such a strategy then influences the reader’s
perception and can be termed a symbolic legitimation
approach. In sum, the rationalization strategy as well as the
authorization strategy aim at connecting the negative aspect
to already institutionalized and legitimate practices or
authorities (such as regulation or the pursuit of economic
growth) to transfer legitimacy from this practice or authority.
These strategies could work well to generate legitimacy if the
respective reference value is socially approved. This is typ-
ically the case for regulatory authorities and their regulation
as well as for (academic) research. Industry standards,
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“normal” corporate behavior, or corporate persons such as
the CEO, however, usually do not hold a comparably high
social approval. Hence, the legitimacy effects of the ratio-
nalization strategy and the authorization strategy strongly
depend on the respective reference.

Sixth, disseminating information about negative inci-
dents including corporate actions taken to solve or reduce
the issue or prevent its occurrence in the future can be a
substantial legitimation approach. Thus, the corrective
action strategy could have a stronger legitimizing effect
than the other strategies (Reimsbach and Hahn 2013).
Stakeholders could perceive the disclosing company as
being prepared to deal with the issues at hand so that this
strategy could signal proactivity and awareness of risk. In
this case, negative disclosure is not classified as a “bad
event,” or, as Yang (2007, p. 83) posits, “strategic com-
munication means not to hide bad information but to dis-
close it in a way that is conducive to its solution.”
Furthermore, corrective action might qualify as a “costly
signal” according to signaling theory (Connelly et al. 2010;
Bliege Bird and Smith 2005) since it likely requires some
effort by the communicating company in dealing with the
respective issue at hand. However, this is only the case if
the announced action is really taken and caters to solving
the problem, and furthermore if the public is willing to
accept corrective actions (which was, for example, not the
case for BP’s announced actions to deal with the oil spill in
the Gulf of Mexico because this incident was perceived as
too dramatic to allow corrections; Muralidharan et al.
2011). Any corrective action that is merely communicated
and otherwise decoupled from true corporate conduct
(Bromley and Powell 2012) is otherwise employed to
thematically manipulate readers’ attention to focus on
positive aspects to conceal the negative aspect. Merely
pretending to take action could even have converse effects
if the deceitfulness is uncovered. Similarly, unspecific
corrective action might be considered insufficient by the
report’s readers (corrective action type I).

Overall, corporate communications (including sustain-
ability reports) are intended to generate positive impres-
sions (Kim et al. 2007) and to gain or maintain corporate
legitimacy (Deegan 2002) while reducing information
asymmetries. However, if the communicative discourse is
strategically used to decouple words from actions instead
of being linked to actual behavior, it is ethically ques-
tionable (Grunig 2003), and the manipulation of stake-
holders’ perceptions can endanger (corporate) legitimacy.
Substantive strategies that link communicative discourses
to actual behaviors do not display such ambiguities. As
discussed above, some of the strategies identified in the
current study (especially the indication of facts and the
corrective action strategy and to some degree the
abstraction strategy) seem to be better suited to gaining
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legitimacy than the other strategies. This links back to the
above discussion about past and future sustainability
performance. We propose that substantive legitimation
strategies are better suited to display proactivity than
symbolic legitimation strategies. Companies that are, for
example, able to propose potential actions to deal with a
disclosed incident (as in the “Corrective Action” strategy)
can in the long term be expected to be more willing to
actively report such incidents. We argue that these com-
panies have a lower threshold level of disclosure (Ver-
recchia 1983; Lang and Lundholm 1993) because the
perception of their sustainability performance is also
likely to be linked to the respective actions being reported
instead of solely resting on the negative incident itself
(which might even be amplified if the reporting behavior
is perceived as being evasive or excusatory). Based on
this insight, we are now going to derive implications for
the GRIL

Implications for the GRI Guidelines

An analysis of the GRI guidelines shows that there are
already some links to reporting negative aspects of sus-
tainability performance. In relation to the question of what
to report, it seems that the GRI already provides a fairly
inclusive definition and explanation of “materiality” and
“completeness.” Furthermore, the extensive set of GRI
performance indicators provides a broad overview of topics
from different areas (economic, environment, social, labor
practices, human rights, society, and product responsibil-
ity) and includes many references to potentially negative
aspects of sustainability performance. It is likely not pos-
sible to increase the reporting of negative incidents by
further characterizations and definitions. Mandatory regu-
lations could perhaps to so, but this is beyond the remit of
the GRI. Nevertheless, what the GRI perceives as a
“negative aspect” remains somewhat unclear since a con-
crete characterization is missing. This could nurture het-
erogeneity in reporting patterns since companies might be
unsure which aspects to disclose and it also leaves room for
manipulations in reporting behavior. We thus propose to
clarify negative aspects in sustainability reporting as any
corporate statement referring to factual and/or potential
corporate conduct that had or has a (potentially) negative
impact on the realization of sustainability.

Apart from this we will now move beyond the question of
what to report and instead concentrate on the question of how
to report since this aspect is still vague in the GRI guidelines
so far and leaves much room for interpretation. For example,
the GRI guidelines provide no criteria for “impartiality,”
which is, however, necessary to again avoid manipulation. In
the remainder of this chapter we now derive several impli-
cations for designing GRI guidelines based on this finding.
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Fig. 1 Scheme for disclosing negative incidents

We propose to divide the reporting of negative aspects into
four separate steps as illustrated in Fig. 1.

This scheme builds upon the insights derived from
analyzing the different reporting patterns. One of the most
prominent GRI reporting principles for defining disclosure
quality is “balance.” The GRI guidelines require that “the
overall presentation of the report’s content should provide
an unbiased picture of the reporting organization’s per-
formance ... avoid[ing] selections, omissions, or presen-
tation formats that are reasonably likely to unduly or
inappropriately influence a decision or judgment by the
report reader” (GRI 2011, p. 13). Instead, “reports should
clearly distinguish between factual presentation and the
reporting organization’s interpretation of information”
(GRI 2011, p. 13). As discussed above, most of the iden-
tified legitimation strategies follow a symbolic manage-
ment approach potentially aiming at manipulating the
readers’ perception. The GRI criterion of “balance” thus is
not fulfilled in most of the analyzed reports. To overcome
this drawback, the negative aspect first has to be objec-
tively described (e.g., “we had X severe incidents in the
company in 2012”) to provide the reader with the relevant
facts. This, however, is only necessary but not yet sufficient
to paint a complete picture for the above mentioned reasons
(e.g., missing context or reference points hampering an
adequate evaluation) since it might not yet allow for a
holistic assessment. Second, this fact thus has to be
explained (e.g., what were the circumstances of its occur-
rence and why did the incident happen) to provide this
context. When aiming at balance, impartiality and, in sum,
transparency, a reporting company could stop at this point
so that these two steps could be regarded as mandatory
minimum requirements in future guidelines.

The caveat of such a disclosure is, however, that com-
panies might still risk their legitimacy and reputation if the
relevant stakeholders are not satisfied by transparency
alone but demand corrective action in addition. If we thus

v

How to report?

assume that the mere reporting of negative incidents is no
end in itself, two further (voluntary) steps have to follow
that could help secure corporate legitimacy. To allow for
an assessment of the importance of the respective incident
including identifying the urgency of finding a solution (or
improvement) the incident (third) has to be evaluated.
However, to maintain transparency, who is evaluating has
to become clear. Furthermore, an evaluation does not
necessarily induce action. Thus, fourth, consequences have
to be derived and clarified by explicating which concrete
action has been taken to leave the level of evaluation and
proceed to action (as well as enhance traceability). In sum,
the proposed scheme could help to achieve a more holistic
reporting of negative incidents that is likely to trigger a true
examination of incidents catering to a balanced reporting as
well as improved transparency and accountability in sus-
tainability disclosure.

Conclusion

The aim of our study was to shed light on the communi-
cative legitimation strategies companies use to report
negative aspects in sustainability disclosure. We identified
six legitimation strategies in the reports at hand. Our
analysis showed that some strategies are not well suited to
providing a true and fair view of the companies’ non-
financial performances as the strategies aim at changing
stakeholders’ perceptions instead of truly altering corporate
processes, practices, aims, or approaches. Such symbolic
approaches do not guarantee accountability for corporate
impacts. We thus proposed a schema for the reporting
negative incidents fostering a more transparent and trace-
able reporting of negative incidents, which could be useful
for policy makers and regulators to design specific guide-
lines. Furthermore, earlier research shows that symbolic
management has lower legitimation effects than a
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substantial or behavioral approach (e.g., Kim et al. 2007).
The thus far rather biased and influencing reporting about
negative incidents could even endanger corporate
legitimacy.

Against this background, our exploratory study con-
tributes to academia as well as practice by providing in-
depth insights into the peculiarities of voluntary disclosure
of negative incidents, thus advancing the existing literature
on sustainability and CSR reporting (Hahn and Kiihnen
2013). Our findings are, however, limited to the companies
on the Dow Jones and DAX indices we studied. These are
large Western listed companies. Findings could vary, for
example, for SMEs or companies from other cultural
backgrounds or for those companies not using the GRI
guidelines. This last aspect also points to potential self-
selection bias. We specifically analyzed those companies
that had GRI-type reports and that might be the best
organizations in terms of sustainability reporting. How-
ever, even for those companies using the guidelines, there
are no binding regulations. Furthermore, one of our
research aims was to discuss potential improvements of the
GRI guidelines based on our findings. This is only possible
when specifically examining GRI-reporters (and not non-
reporters, which are only a minority of the Dow and DAX
population; see Table 3 in Appendix). Similarly, we did
not use data from external sources to verify the companies’
reports. This may have resulted in a potential non-response
bias (e.g., some problems not being reported). However,
our aim was to explore how companies actively report
negative incidents and not why some incidents are not
reported or what types of incidents are not reported.
Therefore, external resources could not be used for trian-
gulation purposes in our specific case. Nevertheless, such
data might be useful in a subsequent study analyzing
potential omissions of negative incidents in corporate
disclosure.

Some of our analyzed companies provide additional
information about different sustainability information on
their homepages. We did not include this additional web-
site information in our study due to practicality reasons,
which limits our data. Given the importance of the
“materiality”-principle* in the GRI guidelines, however,
the data we used can be expected to cover all relevant
aspects of a company’s sustainability performance. Any

4 According to the GRI, “relevant topics and Indicators are those that
may reasonably be considered important for reflecting the organiza-
tion’s economic, environmental, and social impacts, or influencing the
decisions of stakeholders, and, therefore, potentially merit inclusion
in the report. Materiality is the threshold at which topics or Indicators
become sufficiently important that they should be reported” (GRI
2011, p. 8).

@ Springer

additional information which is not included in the reports
themselves was considered non-material by the respective
company and is thus not relevant for our study. Further-
more, although the sample covers an extensive number of
sustainability-related statements, the sample might still be
considered a rather narrow excerpt of the entire field of
existing sustainability reports. However, given the quali-
tative and exploratory nature of our research, we consider
the findings arising from our sample relevant. Indeed, a
more extensive set of data would have hardly been man-
ageable in a qualitative content analysis approach based on
a multi-coder analysis by two researchers. Finally, the
study is limited by the general drawbacks inherent in
qualitative content analysis where subjectivity can never be
ruled out completely (Mruck and Breuer 2003) despite our
efforts, including a multi-coder analysis.

As we presented an exploratory study, the avenues for
further research stemming from our findings are mani-
fold. There is, for instance, only scant research on the
perception of the reports’ contents by its addressees (e.g.,
Belal and Roberts 2010; Johansen 2010). As bias is in
the eye of the beholder, it would be interesting to find
out about readers’ perceptions of the legitimation strat-
egies. Only if readers recognize potential manipulation in
the respective reports is there a risk for corporate legit-
imacy. Moreover, corporate motivations and aims of
writing a sustainability or CSR report warrant further
investigation. A specific focus in this aspect could again
lie on the so far largely neglected negative aspects in
sustainability disclosure. Finally, it could also make
sense to include a temporal dimension in analyses of
legitimation strategies of negative aspects to illuminate
whether legitimation strategies change during the course
of time as well as to find out about possible effects on
legitimacy. Even if the identified legitimation strategies
might be effective in the short term, in the long run (and
especially if environmental circumstances—such as
public perception of the negative impact—change) the
manipulation of readers’ perception could create a
“legitimacy backlash.” Last, it could be interesting to
shed light on possible determinants of disclosing nega-
tive incidents (such as industry, jurisdiction, company
size, subject of the negative aspect, etc.).
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Table 3 Reports included in analysis

Reports from the Dow Jones Industrial Average Index

3M (2011). 2011 Sustainability Report. St. Paul, MN: 3M

AT&T (2011). 2010 AT&T Sustainability Report. n.p.: AT&T

Bank of America (2011). Corporate Social Responsibility Report 2010. n.p.: Bank of America

Chevron (2012). 2011 Corporate Responsibility Report. San Ramon, CA: Chevron

Cisco (2011). 2011 Corporate Social Responsibility Report. San Jose, CA: Cisco

Coca Cola (2011). 2010/2011 GRI Report. Atlanta, GO: The Coca Cola Company

DuPont (2011). 2011 Global Reporting Initiative Report. n.p.: DuPont

Exxon (2011). 2010 Corporate Citizenship Report. Irving, TX: Exxon

General Electric (2011). GE 2010 Citizenship Report. Fairfield, CO: General Electric

Hewlett-Packard (2011). A connected world: The impact of HP global citizenship in 2010-and beyond. n.p.: Hewlett-Packard
Intel (2012). 2011 Corporate Responsibility Report. n.p.: Intel

Johnson & Johnson (2011). 2010 Responsibility Report. n.p.: Johnson & Johnson

JP Morgan Chase & Co. (2012). 2011 Corporate Responsibility Report. New York: JP Morgan Chase & Co.
Merck & Co. (2011). 2010 Corporate Responsibility Overview. Whitehouse Station, NJ: Merck & Co., Inc
Microsoft (2011). 2011 Corporate Citizenship Report. Redmond, WA: Microsoft

Pfizer (2012). Annual Review 2011. New York, NY: Pfizer

Procter & Gamble (2011). 2011 Sustainability Report. n.p.: Procter & Gamble

The Walt Disney Company (2010). 2010 Corporate Citizenship Report. n.p.: The Walt Disney Company
Walmart (2011). 2011 Global Responsibility Report. Bentonville, AR: Walmart

Reports from the DAX Index

Adidas (2012). Sustainability Progress Report 2011. n.p.: Adidas

Allianz (2011). Sustainable Development Report 2010/2011. Munich, Germany: Allianz

BASF (2012). BASF Report 2011. Ludwigshafen, Germany: BASF

Bayer (2011). Sustainable Development Report 2010. Leverkusen: Bayer, Germany

BMW (2011). Sustainable Value Report 2010. Munich, Germany: BMW

Commerzbank (2012). Bericht zur unternehmerischen Verantwortung 2011. Frankfurt a. M., Germany: Commerzbank
Daimler (2012). Sustainability Report 2011. Stuttgart, Germany: Daimler

Deutsche Bank (2012). Corporate Social Responsibility Report 2011. Frankfurt a. M., Germany: Deutsche Bank
Deutsche Borse Group (2011). Corporate Responsibility Report 2010. Frankfurt a. M., Germany: Deutsche Borse Group
Deutsche Post DHL (2012). Corporate Responsibility Report 2011. Bonn: Deutsche Post DHL

Deutsche Telekom (2011). Sustainability Report 2010. Budapest, Hungary: Deutsche Telekom

E.ON (2011). CR Report 2010. n.p.: E.ON

Heidelberg Cement (2011). Sustainability Report 2009/2010. Heidelberg, Germany: Heidelberg Cement

Henkel (2012). Sustainability Report 2011. Diisseldorf, Germany: Henkel

K+S (2012). Corporate Sustainability Report 2011. Kassel, Germany: K+S

MAN (2012). 2011 Corporate Responsibility Report. Munich, Germany: MAN

Merck KGaA (2011). Corporate Responsibility Report 2011. Darmstadt, Germany: Merck

Munich RE (2011). Corporate Responsibility. Munich, Germany: Munich RE

RWE (2012). Our Responsibility Report 2011. Essen, Germany: RWE

Siemens (2011). Sustainability Report 2010. Munich, Germany: Siemens

Volkswagen (2012). Sustainability Report 2011. Wolfsburg, Germany: Volkswagen

Only PDF-versions of full reports published in accordance with the GRI guidelines included. From the Dow Jones Industrial Average Index,
Alcoa, IBM, and McDonald’s published website-only versions of their GRI reports in the respective year. From the DAX, Linde, SAP, and
ThyssenKrupp published website-only versions of their GRI reports. These were not included in the analysis due to practicality reasons

@ Springer



418

R. Hahn, R. Liilfs

References

Allen, M. W., & Caillouet, R. H. (1994). Legitimation endeavors:
Impression management strategies used by an organization in
crisis. Communication Monographs, 61(1), 44—-62. doi:10.1080/
03637759409376322.

Archambeault, D. S., DeZoort, F. T., & Holt, T. P. (2008). The need
for an internal auditor report to external stakeholders to improve
governance transparency. Accounting Horizons, 22(4), 375-388.
doi:10.2308/acch.2008.22.4.375.

Ashforth, B. E., & Gibbs, B. W. (1990). The double-edge of organizational
legitimation. Organization Science, 1(2), 177-194. doi:10.1287/
orsc.1.2.177.

Avenier, M.-J. (2010). Shaping a constructivist view of organizational
design science. Organization Studies, 31(9—-10), 1229-1255. doi:
10.1177/0170840610374395.

Bansal, P., & Clelland, 1. (2004). Talking trash: Legitimacy,
impression management, and unsystematic risk in the context
of the natural environment. Academy of Management Journal,
47(1), 93-103. doi:10.2307/20159562.

Bebbington, J., & Larrinage-Gonzalez, C. (2008). Corporate social
reporting and reputation risk management. Accounting, Auditing
& Accountability Journal, 21(3), 337-361. doi:10.1108/09513
570810863932.

Belal, A. R., & Roberts, R. W. (2010). Stakeholders’ perceptions of
corporate social reporting in Bangladesh. Journal of Business
Ethics, 97(2), 311-324. doi:10.1007/s10551-010-0511-4.

Benoit, W. L. (1997). Image repair discourse and crisis communi-
cation. Public Relations Review, 23(2), 177-186.

Birnbaum, M. H., & Stegner, S. E. (1979). Source credibility in social
judgment: Bias, expertise, and the judge’s point of view. Journal
of Personality and Social Psychology, 37(1), 48-74.

Blacconiere, W. G., & Patten, D. M. (1994). Environmental
disclosures, regulatory costs, and changes in firm value. Journal
of Accounting and Economics, 18(3), 357-377. doi:10.1016/0165-
4101(94)90026-4.

Bliege Bird, R., & Smith, E. A. (2005). Signaling theory, strategic
interaction, and symbolic capital. Current Anthropology, 46(2),
221-248. doi:10.1086/427115.

Bloomfield, R. J. (2002). The “incomplete revelation hypothesis” and
financial reporting. Accounting Horizons, 16(3), 233-243. doi:
10.2308/acch.2002.16.3.233.

Boele, R., Fabig, H., & Wheeler, D. (2001). Shell, Nigeria and the
Ogoni. A study in unsustainable development: 1. The story of
Shell, Nigeria and the Ogoni people—Environment, economy,
relationships: Conflict and prospects for resolution. Sustainable
Development, 9(2), 74-86. doi:10.1002/sd.161.

Bromley, P., & Powell, W. W. (2012). From smoke and mirrors to
walking the talk: Decoupling in the contemporary world. The
Academy of Management Annals, 6(1), 483-530. doi:10.1080/
19416520.2012.684462.

Brown, N., & Deegan, C. (1998). The public disclosure of environ-
mental performance information—A dual test of media agenda
setting theory and legitimacy theory. Accounting and Business
Research, 29(1), 21-41. doi:10.1080/00014788.1998.9729564.

Campbell, D., Shrives, P., & Bohmbach-Saager, H. (2001). Voluntary
disclosure of mission statements in corporate annual reports:
Signaling what and to whom? Business and Society Review,
106(1), 65-87. doi:10.1111/0045-3609.00102.

Carlisle, Y. M., & Faulkner, D. O. (2004). Corporate social
responsibility: A stages framework. European Business Journal,
16(4), 143-151.

Castelld, 1., & Lozano, J. M. (2011). Searching for new forms of
legitimacy through corporate responsibility rhetoric. Journal of
Business Ethics, 100(1), 11-29. doi:10.1007/s10551-011-0770-8.

@ Springer

Chambers, R. J., & Wolnizer, P. W. (1991). A true and fair view of
position and results: the historical background. Accounting,
Business & Financial History, 1(2), 197-214. doi:10.1080/0958
5209100000029.

Chan, C. C. C., & Milne, M. J. (1999). Investor reactions to corporate
environmental saints and sinners: an experimental analysis.
Accounting and Business Research, 29(4), 265-279. doi:10.1080/
00014788.1999.9729588.

Cho, C. H. (2009). Legitimation strategies used in response to
environmental disaster: A French case study of Total SA’s Erika
and AZF incidents. European Accounting Review, 18(1), 33—-62.
doi:10.1080/09638180802579616.

Cho, C. H., & Patten, D. M. (2007). The role of environmental
disclosures as tools of legitimacy: A research note. Accounting,
Organizations and Society, 32(7-8), 639—647. doi:10.1016/j.a0s.
2006.09.009.

Cho, C. H., Roberts, R. W., & Patten, D. M. (2010). The language of US
corporate environmental disclosure. Accounting, Organizations
and Society, 35(4), 431-443. doi:10.1016/j.20s.2009.10.002.

Clarkson, P. M., Li, Y., Richardson, G. D., & Vasvari, F. P. (2008).
Revisiting the relation between environmental performance and
environmental disclosure: An empirical analysis. Accounting,
Organizations and Society, 33, 303-327. doi:10.1016/j.a0s.
2007.05.003.

Clatworthy, M., & Jones, M. J. (2003). Financial reporting of good
news and bad news: Evidence from accounting narratives.
Accounting and Business Research, 33(3), 171-185. doi:10.1080/
00014788.2003.9729645.

Connelly, B. L., Certo, S. T., Ireland, R. D., & Reutzel, C. R. (2010).
Signaling theory: A review and assessment. Journal of Man-
agement, 37(1), 39-67. doi:10.1177/0149206310388419.

Coram, P. J., Monroe, G. S., & Woodliff, D. R. (2009). The value of
assurance on voluntary nonfinancial disclosure: An experimental
evaluation. Auditing: A Journal of Practice & Theory, 28(1),
137-151. doi:10.2308/aud.2009.28.1.137.

Corbin, J. M., & Strauss, A. L. (2008). Basics of qualitative research:
Techniques and procedures for developing grounded theory (3rd
ed.). Los Angeles: Sage.

Deegan, C. (2002). Introduction: The legitimising effect of social and
environmental disclosures—A theoretical foundation. Account-
ing, Auditing & Accountability Journal, 15(3), 282-311. doi:
10.1108/09513570210435852.

Deegan, C. (2004). Environmental disclosures and share prices—A
discussion about efforts to study this relationship. Accounting
Forum, 28(1), 87-97. doi:10.1016/j.accfor.2004.04.007.

Deegan, C., & Rankin, M. (1996). Do Australian companies report
environmental news objectively?: An analysis of environmental
disclosures by firms prosecuted successfully by the Environ-
mental Protection Authority. Accounting, Auditing & Account-
ability Journal, 9(2), 50-67. doi:10.1108/09513579610116358.

Deegan, C., Rankin, M., & Tobin, J. (2002). An examination of the
corporate social and environmental disclosures of BHP from
1983-1997: A test of legitimacy theory. Accounting, Auditing &
Accountability Journal, 15(3), 312-343. doi:10.1108/09513570
210435861.

Dhaliwal, D. S., Radhakrishnan, S., Tsang, A., & Yang, Y. G. (2012).
Nonfinancial disclosure and analyst forecast accuracy: Interna-
tional evidence on corporate social responsibility disclosure. The
Accounting Review, 87(3), 723-759. doi:10.2308/accr-10218.

DiMaggio, P. J., & Powell, W. W. (1983). The iron cage revisited:
Institutional isomorphism and collective rationality in organiza-
tional fields. American Sociological Review, 48(2), 147-160.

Dowling, J., & Pfeffer, J. (1975). Organizational legitimacy: Social
values and organizational behavior. The Pacific Sociological
Review, 18(1), 122-136. doi:10.2307/1388226.


http://dx.doi.org/10.1080/03637759409376322
http://dx.doi.org/10.1080/03637759409376322
http://dx.doi.org/10.2308/acch.2008.22.4.375
http://dx.doi.org/10.1287/orsc.1.2.177
http://dx.doi.org/10.1287/orsc.1.2.177
http://dx.doi.org/10.1177/0170840610374395
http://dx.doi.org/10.2307/20159562
http://dx.doi.org/10.1108/09513570810863932
http://dx.doi.org/10.1108/09513570810863932
http://dx.doi.org/10.1007/s10551-010-0511-4
http://dx.doi.org/10.1016/0165-4101(94)90026-4
http://dx.doi.org/10.1016/0165-4101(94)90026-4
http://dx.doi.org/10.1086/427115
http://dx.doi.org/10.2308/acch.2002.16.3.233
http://dx.doi.org/10.1002/sd.161
http://dx.doi.org/10.1080/19416520.2012.684462
http://dx.doi.org/10.1080/19416520.2012.684462
http://dx.doi.org/10.1080/00014788.1998.9729564
http://dx.doi.org/10.1111/0045-3609.00102
http://dx.doi.org/10.1007/s10551-011-0770-8
http://dx.doi.org/10.1080/09585209100000029
http://dx.doi.org/10.1080/09585209100000029
http://dx.doi.org/10.1080/00014788.1999.9729588
http://dx.doi.org/10.1080/00014788.1999.9729588
http://dx.doi.org/10.1080/09638180802579616
http://dx.doi.org/10.1016/j.aos.2006.09.009
http://dx.doi.org/10.1016/j.aos.2006.09.009
http://dx.doi.org/10.1016/j.aos.2009.10.002
http://dx.doi.org/10.1016/j.aos.2007.05.003
http://dx.doi.org/10.1016/j.aos.2007.05.003
http://dx.doi.org/10.1080/00014788.2003.9729645
http://dx.doi.org/10.1080/00014788.2003.9729645
http://dx.doi.org/10.1177/0149206310388419
http://dx.doi.org/10.2308/aud.2009.28.1.137
http://dx.doi.org/10.1108/09513570210435852
http://dx.doi.org/10.1016/j.accfor.2004.04.007
http://dx.doi.org/10.1108/09513579610116358
http://dx.doi.org/10.1108/09513570210435861
http://dx.doi.org/10.1108/09513570210435861
http://dx.doi.org/10.2308/accr-10218
http://dx.doi.org/10.2307/1388226

Legitimizing Negative Aspects in GRI-Oriented Sustainability Reporting

419

Duriau, V. J., Reger, R. K., & Pfarrer, M. D. (2007). A content
analysis of the content analysis literature in organization studies:
Research themes, data sources, and methodological refinements.
Organizational Research Methods, 10(1), 5-34. doi:10.1177/109
4428106289252.

Dye, R. A. (1985). Disclosure of nonproprietary information. Journal
of Accounting Research, 23(1), 123-145.

Dyllick, T., & Hockerts, K. (2002). Beyond the business case for
corporate sustainability. Business Strategy and the Environment,
11(2), 130-141. doi:10.1002/bse.323.

Erickson, S. L., Weber, M., & Segovia, J. (2011). Using communi-
cation theory to analyze corporate reporting strategies. Journal
of Business Communication, 48(2), 207-223. doi:10.1177/00219
43611399728.

European Commission. (2011). A Renewed EU Strategy 2011-14 for
Corporate Social Responsibility. Brussels: European Commission.

Fortanier, F., Kolk, A., & Pinkse, J. (2011). Harmonization in CSR
reporting: MNEs and global CSR standards. Management
International Review, 51(5), 665-696. doi:10.1007/s11575-
011-0089-9.

Gallo, P. J., & Jones Christensen, L. (2011). Firm size matters: An
empirical investigation of organizational size and ownership on
sustainability-related behaviors. Business & Society, 50(2),
315-349. doi:10.1177/0007650311398784.

Georgiou, O., & Jack, L. (2011). In pursuit of legitimacy: A history
behind fair value accounting. The British Accounting Review,
43(4), 311-323. doi:10.1016/j.bar.2011.08.001.

Global Sustainable Investment Alliance. (2012). 2012 Global Sus-
tainable Investment Review (n.p.). Washington, DC: Global
Sustainable Investment Alliance.

Gray, R., Kouhy, R., & Lavers, S. (1995). Corporate social and
environmental reporting: A review of the literature and a
longitudinal study of UK disclosure. Accounting, Auditing &
Accountability Journal, 8(2), 47-77. doi:10.1108/09513579510
146996.

GRI. (2011). Sustainability Reporting Guidelines:
Amsterdam: GRI.

Grunig, J. E. (2003). Constructing public relations theory and
practice. In R. F. Carter, B. Dervin, S. H. Chaffee, & L.
Foreman-Wernet (Eds.), Communication, a different kind of
horserace: Essays honoring Richard F. Carter (pp. 85-115).
Cresskill, NJ: Hampton Press.

Guidry, R. P., & Patten, D. M. (2012). Voluntary disclosure theory
and financial control variables: An assessment of recent envi-
ronmental disclosure research. Accounting Forum, 36(2), 81-90.
doi:10.1016/j.accfor.2012.03.002.

Hahn, R. (2011). Integrating corporate responsibility and sustainable
development: A normative-conceptual approach to holistic
management thinking. Journal of Global Responsibility, 2(1),
8-22. doi:10.1108/20412561111128492.

Hahn, R. (2012). Standardizing social responsibility? New perspec-
tives on guidance documents and management system standards
for sustainable development. IEEE Transactions on Engineering
Management, 59(4), 717-727. doi:10.1109/TEM.2012.2183639.

Hahn, R., & Kiihnen, M. (2013). Determinants of sustainability
reporting: A review of results, trends, theory, and opportunities
in an expanding field of research. Journal of Cleaner Production.
doi: 10.1016/j.jclepro.2013.07.005.

Haniffa, R., & Cooke, T. E. (2005). The impact of culture and
governance on corporate social reporting. Journal of Accounting
and Public Policy, 24(5), 391-430. doi:10.1016/j.jaccpub
po01.2005.06.001.

Higgins, C., & Walker, R. (2012). Ethos, logos, pathos: Strategies of
persuasion in social/environmental reports. Accounting Forum,
36(3), 194-208. doi:10.1016/j.accfor.2012.02.003.

Version 3.1.

Holder-Webb, L., Cohen, J. R., Nath, L., & Wood, D. (2009). The
supply of corporate social responsibility disclosures among U.S.
firms. Journal of Business Ethics, 84(4), 497-527. doi:
10.1007/s10551-008-9721-4.

Hooghiemstra, R. (2000). Corporate communication and impression
management: New perspectives why companies engage in
corporate social reporting. Journal of Business Ethics, 27,
55-68. doi:10.1023/A:1006400707757.

Hrasky, S. (2012). Carbon footprints and legitimation strategies:
Symbolism or action? Accounting, Auditing & Accountability
Journal, 25(1), 174-198. doi:10.1108/09513571211191798.

Hughes, S. B., Anderson, A., & Golden, S. (2001). Corporate
environmental disclosures: Are they useful in determining
environmental performance? Journal of Accounting and Public
Policy, 20(3), 217-240. doi:10.1016/S0278-4254(01)00031-X.

International Organization for Standardization. (2010). ISO 26000—
Guidance on Social Responsibility. Geneva: International Orga-
nization for Standardization.

Johansen, T. R. (2010). Employees, non-financial reports and
institutional arrangements: A study of accounts in the workplace.
European Accounting Review, 19(1), 97-130. doi:10.1080/096
38180902989392.

Joseph, G. (2012). Ambiguous but tethered: An accounting basis for
sustainability reporting. Critical Perspectives on Accounting,
23(2), 93-106. doi:10.1016/j.cpa.2011.11.011.

Kahneman, D., & Frederick, S. (2002). Representativeness revisited:
Attribute substitution in intuitive judgment. In T. Gilovich, D.
W. Griffin, & D. Kahneman (Eds.), Heuristics and biases: The
psychology of intuitive judgement (pp. 49-81). Cambridge:
Cambridge University Press.

Kim, J.-N., Bach, S. B., & Clelland, 1. J. (2007). Symbolic or
behavioral management? Corporate reputation in high-emission
industries. Corporate Reputation Review, 10(2), 77-98. doi:
10.1057/palgrave.crr.1550042.

KPMG. (2011). KPMG International Survey of Corporate Respon-
sibility Reporting 2011 (n.p.). New York: KPMG.

Krippendorff, K. (2004). Content Analysis: An Introduction to Its
Methodology (2nd ed.). Thousand Oaks, CA: SAGE.

Lang, M., & Lundholm, R. (1993). Cross-sectional determinants of
analyst ratings of corporate disclosures. Journal of Accounting
Research, 31(2), 246-271.

Lindblom, C. K. (2010). The implications of organizational legiti-
macy for corporate social performance and disclosure. In R.
Gray, J. Bebbington, & S. Gray (Eds.), Social and environmental
accounting: Developing the field (pp. 51-63). Los Angeles:
Sage.

Lougee, B., & Wallace, J. (2008). The corporate social responsibility
(CSR) trend. Journal of Applied Corporate Finance, 20(1),
96-108. doi:10.1111/j.1745-6622.2008.00172.x.

Manetti, G. (2011). The quality of stakeholder engagement in
sustainability reporting: Empirical evidence and critical points.
Corporate Social Responsibility and Environmental Manage-
ment, 18(2), 110-122. doi:10.1002/csr.255.

Manetti, G., & Becatti, L. (2009). Assurance services for sustain-
ability reports: Standards and empirical evidence. Journal of
Business Ethics, 87, 289-298. doi:10.1007/s10551-008-9809-x.

Marshall, R. S., & Brown, D. (2003). Corporate environmental
reporting: What’s in a metric? Business Strategy and the
Environment, 12(2), 87-106. doi:10.1002/bse.354.

Matten, D., & Moon, J. (2008). “Implicit” and “explicit” CSR: A
conceptual framework for a comparative understanding of
corporate social responsibility. Academy of Management Review,
33(2), 404-424. doi:10.5465/AMR.2008.31193458.

Mayring, P. (2000). Qualitative content analysis. Forum: Qualitative
Social research, 1(2), Article 20.

@ Springer


http://dx.doi.org/10.1177/1094428106289252
http://dx.doi.org/10.1177/1094428106289252
http://dx.doi.org/10.1002/bse.323
http://dx.doi.org/10.1177/0021943611399728
http://dx.doi.org/10.1177/0021943611399728
http://dx.doi.org/10.1007/s11575-011-0089-9
http://dx.doi.org/10.1007/s11575-011-0089-9
http://dx.doi.org/10.1177/0007650311398784
http://dx.doi.org/10.1016/j.bar.2011.08.001
http://dx.doi.org/10.1108/09513579510146996
http://dx.doi.org/10.1108/09513579510146996
http://dx.doi.org/10.1016/j.accfor.2012.03.002
http://dx.doi.org/10.1108/20412561111128492
http://dx.doi.org/10.1109/TEM.2012.2183639
http://dx.doi.org/10.1016/j.jclepro.2013.07.005
http://dx.doi.org/10.1016/j.jaccpubpol.2005.06.001
http://dx.doi.org/10.1016/j.jaccpubpol.2005.06.001
http://dx.doi.org/10.1016/j.accfor.2012.02.003
http://dx.doi.org/10.1007/s10551-008-9721-4
http://dx.doi.org/10.1023/A:1006400707757
http://dx.doi.org/10.1108/09513571211191798
http://dx.doi.org/10.1016/S0278-4254(01)00031-X
http://dx.doi.org/10.1080/09638180902989392
http://dx.doi.org/10.1080/09638180902989392
http://dx.doi.org/10.1016/j.cpa.2011.11.011
http://dx.doi.org/10.1057/palgrave.crr.1550042
http://dx.doi.org/10.1111/j.1745-6622.2008.00172.x
http://dx.doi.org/10.1002/csr.255
http://dx.doi.org/10.1007/s10551-008-9809-x
http://dx.doi.org/10.1002/bse.354
http://dx.doi.org/10.5465/AMR.2008.31193458

420

R. Hahn, R. Liilfs

Mayring, P. (2010). Qualitative Inhaltsanalyse: Grundlagen und
Techniken (11th ed.). Weinheim: Beltz.

Merkl-Davies, D. M., & Brennan, N. M. (2007). Discretionary disclosure
strategies in corporate narratives: Incremental information or
impression management? Journal of Accounting Literature, 26,
116-196.

Meyer, J. W., & Rowan, B. (1977). Institutionalized organizations:
Formal structure as myth and ceremony. American Journal of
Sociology, 83(2), 340-363.

Milne, M. J., & Patten, D. M. (2002). Securing organizational
legitimacy: An experimental decision case examining the impact
of environmental disclosures. Accounting, Auditing & Account-
ability Journal, 15(3), 372-405. doi:10.1108/09513570210
435889.

Mruck, K., & Breuer, F. (2003). Subjectivity and reflexivity in
qualitative research—The FQS issues. Forum: Qualitative Social
research, 4(2), Article 23.

Muralidharan, S., Dillistone, K., & Shin, J.-H. (2011). The Gulf Coast
oil spill: Extending the theory of image restoration discourse to
the realm of social media and beyond petroleum. Public
Relations  Review, 37(3), 226-232. doi:10.1016/j.pubrev.
2011.04.006.

Neu, D., Warsame, H., & Pedwell, K. (1998). Managing public
impressions: Environmental disclosures in annual reports.
Accounting, Organizations and Society, 23(3), 265-282. doi:
10.1016/S0361-3682(97)00008-1.

O’Donovan, G. (2002). Environmental disclosures in the annual
report: Extending the applicability and predictive power of
legitimacy theory. Accounting, Auditing & Accountability Jour-
nal, 15(3), 344-371. doi:10.1108/09513570210435870.

Orlitzky, M., Schmidt, F. L., & Rynes, S. L. (2003). Corporate social
and financial performance: A meta-analysis. Organization Stud-
ies, 24(3), 403—441. doi:10.1177/0170840603024003910.

Palazzo, G., & Scherer, A. G. (2006). Corporate legitimacy as
deliberation: A communicative framework. Journal of Business
Ethics, 66(1), 71-88. doi:10.1007/s10551-006-9044-2.

Patten, D. M. (1992). Intra-industry environmental disclosures in
response to the Alaskan oil spill: A note on legitimacy theory.
Accounting, Organizations and Society, 17(5), 471-475. doi:
10.1016/0361-3682(92)90042-Q.

Patten, D. M. (2002). The relation between environmental perfor-
mance and environmental disclosure: A research note. Account-
ing, Organizations and Society, 27(8), 763—773. doi:10.1016/
S0361-3682(02)00028-4.

Pfeffer, J., & Salancik, G. R. (2003). The external control of
organizations: A resource dependence perspective. Stanford,
CA: Stanford Business Books.

Philippe, D., & Durand, R. (2011). The impact of norm-conforming
behaviors on firm reputation. Strategic Management Journal,
32(9), 969-993. doi:10.1002/smj.919.

Potter, W. J., & Levine-Donnerstein, D. (1999). Rethinking validity
and reliability in content analysis. Journal of Applied Commu-
nication Research, 27(3), 258-284. doi:10.1080/0090988
9909365539.

Reimsbach, D., & Hahn, R. (2013). The effects of negative incidents
in sustainability reporting on investors’ judgments - An exper-
imental study of third-party versus self-disclosure in the realm of
sustainable development. Business Strategy and the Environ-
ment, Early View. doi:10.1002/bse.1816.

Roome, N. (1992). Developing environmental management strategies.
Business Strategy and the Environment, 1(1), 11-24. doi:10.1002/
bse.3280010104.

@ Springer

Skinner, D. J. (1994). Why firms voluntarily disclose bad news.
Journal of Accounting Research, 32(1), 38-60.

Smith, J. A., Morreale, M., & Mariani, M. E. (2008). Climate change
disclosure: Moving towards a brave new world. Capital Markets
Law Journal, 3(4), 469—485. doi:10.1093/cmlj/kmn021.

Smith, M., & Taffler, R. J. (2000). The chairman’s statement—A
content analysis of discretionary narrative disclosures. Account-
ing, Auditing & Accountability Journal, 13(5), 624-647. doi:
10.1108/09513570010353738.

Spence, M. (1973). Job market signaling. The Quarterly Journal of
Economics, 87(3), 355-374. doi:10.2307/1882010.

Suchman, M. C. (1995). Managing legitimacy: Strategic and institu-
tional approaches. Academy of Management Review, 20(3),
571-610.

Sydserff, R., & Weetman, P. (2002). Developments in content
analysis: A transitivity index and scores. Accounting, Auditing &
Accountability Journal, 15(4), 523-545. doi:10.1108/09513570
210440586.

Tost, L. P. (2011). An integrative model of legitimacy judgments.
Academy of Management Review, 36(4), 686-710. doi:10.5465/
amr.2010.0227.

Ulmer, R. R., & Sellnow, T. L. (2000). Consistent questions of
ambiguity in organizational crisis communication: Jack in the
box as a case study. Journal of Business Ethics, 25(2), 143-155.
doi:10.1023/A:1006183805499.

Vaara, E. (2006). Pulp and paper fiction: On the discursive
legitimation of global industrial restructuring. Organization
Studies, 27(6), 789-810. doi:10.1177/0170840606061071.

Vaéland, T., & Heide, M. (2005). Corporate social responsiveness:
Exploring the dynamics of “bad episodes”. European Manage-
ment Journal, 23(5), 495-506. doi:10.1016/j.emj.2005.09.005.

van Leeuwen, T. (2007). Legitimation in discourse and communica-
tion. Discourse & Communication, 1(1), 91-112. doi:10.1177/
1750481307071986.

Verrecchia, R. E. (1983). Discretionary disclosure. Journal of Account-
ing and Economics, 5, 179-194. doi:10.1016/0165-4101(83)
90011-3.

Walster, E., Aronson, E., & Abrahams, D. (1966). On increasing the
persuasiveness of a low prestige communicator. Journal of
Experimental Social Psychology, 2(4),325-342.doi:10.1016/0022-
1031(66)90026-6.

Williams, D. E., & Olaniran, B. A. (1994). Exxon’s decision-making
flaws: The hypervigilant response to the Valdez grounding.
Public Relations Review, 20(1), 5-18. doi:10.1016/0363-8111
(94)90110-4.

Yang, K. (2007). Examining perceived honest performance reporting
by public organizations: Bureaucratic politics and organizational
practice. Journal of Public Administration Research and Theory,
19(1), 81-105. doi:10.1093/jopart/mum042.

Yuthas, K., Rogers, R., & Dillard, J. F. (2002). Communicative action
and corporate annual reports. Journal of Business Ethics, 41(1/
2), 141-157. doi:10.1023/A:1021314626311.

Zadek, S. (2004). The path to corporate responsibility. Harvard
Business Review, 82(12), 125-132.

Zucker, L. G. (1987). Institutional theories of organization. Annual
Review of Sociology, 13(1), 443-464. doi:10.1146/annurev.so.
13.080187.002303.


http://dx.doi.org/10.1108/09513570210435889
http://dx.doi.org/10.1108/09513570210435889
http://dx.doi.org/10.1016/j.pubrev.2011.04.006
http://dx.doi.org/10.1016/j.pubrev.2011.04.006
http://dx.doi.org/10.1016/S0361-3682(97)00008-1
http://dx.doi.org/10.1108/09513570210435870
http://dx.doi.org/10.1177/0170840603024003910
http://dx.doi.org/10.1007/s10551-006-9044-2
http://dx.doi.org/10.1016/0361-3682(92)90042-Q
http://dx.doi.org/10.1016/S0361-3682(02)00028-4
http://dx.doi.org/10.1016/S0361-3682(02)00028-4
http://dx.doi.org/10.1002/smj.919
http://dx.doi.org/10.1080/00909889909365539
http://dx.doi.org/10.1080/00909889909365539
http://dx.doi.org/10.1002/bse.1816
http://dx.doi.org/10.1002/bse.3280010104
http://dx.doi.org/10.1002/bse.3280010104
http://dx.doi.org/10.1093/cmlj/kmn021
http://dx.doi.org/10.1108/09513570010353738
http://dx.doi.org/10.2307/1882010
http://dx.doi.org/10.1108/09513570210440586
http://dx.doi.org/10.1108/09513570210440586
http://dx.doi.org/10.5465/amr.2010.0227
http://dx.doi.org/10.5465/amr.2010.0227
http://dx.doi.org/10.1023/A:1006183805499
http://dx.doi.org/10.1177/0170840606061071
http://dx.doi.org/10.1016/j.emj.2005.09.005
http://dx.doi.org/10.1177/1750481307071986
http://dx.doi.org/10.1177/1750481307071986
http://dx.doi.org/10.1016/0165-4101(83)90011-3
http://dx.doi.org/10.1016/0165-4101(83)90011-3
http://dx.doi.org/10.1016/0022-1031(66)90026-6
http://dx.doi.org/10.1016/0022-1031(66)90026-6
http://dx.doi.org/10.1016/0363-8111(94)90110-4
http://dx.doi.org/10.1016/0363-8111(94)90110-4
http://dx.doi.org/10.1093/jopart/mum042
http://dx.doi.org/10.1023/A:1021314626311
http://dx.doi.org/10.1146/annurev.so.13.080187.002303
http://dx.doi.org/10.1146/annurev.so.13.080187.002303

	Legitimizing Negative Aspects in GRI-Oriented Sustainability Reporting: A Qualitative Analysis of Corporate Disclosure Strategies
	Abstract
	Introduction
	Theoretical Background
	Economics-Based Disclosure Theories, Sustainability Reporting and Negative Incidents in GRI-Related Disclosure
	Socio-Political Theories of Disclosure and Sustainability Reporting
	Corporate Legitimation Strategies and Negative Incidents

	Methodology
	Sample Selection and Material
	Data Analysis

	Findings on Strategies to Legitimate Negative Aspects in Sustainability Reporting
	Marginalization
	Abstraction
	Indicating Facts
	Rationalization
	Authorization
	Corrective Action

	Discussion
	The Potential Impact of Symbolic Versus Substantial Legitimation on Balanced Sustainability Reporting
	Implications for the GRI Guidelines

	Conclusion
	Acknowledgements
	Appendix
	References


