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Abstract  
Problem: Legitimacy is a resource that organizations depend on for their survival. 

According to legitimacy theory companies need to make sure that they are recognized as 

operating within the bounds and norms of society and sustainability reports is a way for 

companies to communicate this. Due to an addition to the Swedish annual accounting law 

in 2016, large companies are required to produce a sustainability report and to report the 

consequences that the company operations has on the environment, social conditions, 

employees, respect for human rights and counteracting corruption. Because companies 

are required to disclose these negative aspects, they need to do it strategically to not 

damage their legitimacy.  

 

Purpose: The purpose of this study is to understand how Swedish companies in the steel 

industry legitimize negative aspects of their operations in sustainability reports and to 

understand if there is a pattern between the type of negative aspect disclosed and the type 

of legitimation strategy used. 

 

Method: To achieve the purpose of our study, a qualitative method has been used. A 

multiple case-study with a document analysis has been conducted on the sustainability 

reports of Sandvik, SSAB, Boliden, LKAB and Outokumpu for year 2018. To conduct 

this study, legitimacy theory and Hahn & Lülfs (2014) legitimation strategies have been 

essential to fulfill the purpose. 

 

Results: Swedish companies in the steel industry use Hahn & Lülfs (2014) legitimation 

strategies and our new identified legitimation strategy, balancing, to legitimize negative 

aspects in their sustainability reports. We found four clear patterns between the type of 

negative aspect reported and the strategy used to legitimize the aspect. 

 

Conclusion: Our findings confirm that Hahn & Lülfs (2014) strategies to explain how 

companies legitimize negative aspects in sustainability reports are also applicable to the 

Swedish steel industry. The contribution to previous research on this topic is the new 

additional strategy that is used by the analyzed companies. 

 

Keywords: Corporate Social Responsibility, CSR, CSR report, sustainability report, 

legitimacy, legitimacy theory, legitimacy gap 
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1. Introduction 
 

1.1 Problem background: 

Anthropocene is the suggested present geological epoch and is characterized by human 

activity and its effect on earth's climate and ecosystem (Nationalencyklopedin, 2019a). It 

is during this period, from the industrial revolution up to the present day, that has led to 

global warming, spread of dead zones on the ocean floor, acidification of oceans, habitat 

loss and loss of species (Nationalencyklopedin, 2019a). These global issues and risks for 

future global disasters have formed the concept sustainable development. Sustainable 

development, which was presented in the Brundtland commission 1987, is defined as: 

“Sustainable development is development that meets the needs of the present without 

compromising the ability of future generations to meet their own needs (Our Common 

Future, p. 42).” If there is no sustainable development then the current generations use of 

the planets resources compromises the future generations ability to take part of these 

resources, which creates an injustice between generations welfare on earth (Frostenson et 

al., 2015, p. 9). The global challenges for a sustainable development are related to poverty, 

inequality, climate, environmental degradation, prosperity, peace and justice (United 

Nation, 2019).  

 

Sustainability reporting is a way to get companies to disclose their work towards 

sustainable development (Ekonomistyrningsverket, 2018). Sustainability reports consists 

of the environmental, social and economic aspects of a company's operations.  After 

Sweden implemented the EU Directive 2014/95/EU (European Union, 2014), 

approximately 1600 Swedish companies are required from the financial year that starts 

after 31/12-2016 to include a sustainability report in their annual reporting (PWC, 2016). 

The law on annual reporting (Sw.: Årsredovisningslagen) (SFS 2016:947) encourages 

companies to develop an approach to business that is more responsible, and the 

information will at the same time help investors, policy makers, consumers and other 

stakeholders to evaluate the non-financial aspects of the company (European 

Commission, 2019).  

 

A criticism against sustainability reporting according to Deegan & Unerman (2011, p. 

334) is that essential aspects of the company operations are packed, depicted and 

downplayed. These are negative implications of company activities such as pollution or 

workplace accidents (Deegan & Unerman, 2011, p. 334). A reason for companies to do 

this, is to create, repair or maintain legitimacy in the society it operates in. However, due 

to this criticism stakeholders have developed a more critical view of companies’ 

responsibility and work towards sustainable development and how this is communicated 

in sustainability reports (Frostenson et al., 2015, p. 22-23).  

 

For companies to communicate to their stakeholders that they are working towards 

sustainable development, they disclose their information with the use of sustainability 

reporting. To ensure that they are not hurting their legitimacy by doing so, companies 

tend to legitimize negative aspects in their sustainability reports. Legitimacy is a resource 

that organizations depend on for their survival (Dowling & Pfeffer, 1975; O’Donovan, 

2002) and sustainability reports is a way for companies to communicate this. Legitimacy 



2 
 

theory claims that organizations are constantly trying to ensure that they are recognized 

as operating within the bounds and norms of society. This ensures that their activities are 

perceived by outside parties as legitimate, and the organization can get economic benefits 

e.g. continue to have access to valuable resources (Deegan & Unerman, 2011, p. 329-

330). Sustainability reports are a non-financial disclosure tool which companies use to 

legitimize their activities (Woodward et al., 1996). 

 

In a previous study Hahn and Lülfs (2014) developed six legitimation strategies that 

describe how companies legitimize negative aspects in sustainability reports. They are 

marginalization, abstraction, indicating fact, rationalization, authorization and corrective 

action. Negative aspects are the negative environmental and social impacts that is due to 

company activity (Hahn & Lülfs, 2014). Regardless if sustainability reporting is voluntary 

or not, the effect of companies disclosing negative aspects is problematic since it creates 

a dilemma for organizations. This is because disclosing negative aspects can harm a 

company’s legitimacy, whereas failing to report the negative aspects could also have the 

same consequences if third parties uncover them first (Reimsbach & Hahn, 2015). Hence, 

most companies choose to disclose negative aspects of their operations in a way that does 

not harm their legitimacy, by using the legitimation strategies.  

 

Due to the recent addition to the Swedish annual accounting law, previous researchers 

have mostly analyzed the old voluntary sustainability reports and not the more recent non-

voluntary sustainability reports. Because previous studies analyzed reports that were 

voluntary, there is a lack of knowledge about how companies legitimize negative aspects 

when sustainability reports are mandatory. We are interested in filling the research gap of 

analysing non-voluntary sustainability reports. Additionally, the annual accounting law 

(Sw.: Årsredovisningslagen) (SFS 2016:947) requires companies to include information 

of the negative aspects that the company’s operations has on the environment, social 

conditions, employees, respect for human rights and counteracting corruption. Hence, to 

further understand how legitimacy is used in sustainability reports in Sweden it is 

important to identify if there are patterns between the negative aspect disclosed, based on 

the Swedish law, and the legitimacy strategy used to disclose that aspect.  

 

This research is important for our society, due to the implications of this topic. A study 

that enables current and future stakeholders to understand the impact of legitimacy in 

sustainability reports will hopefully increase both awareness and understanding of the 

information in the reports. If the sustainability reports quality improves and becomes 

more transparent, it will give a more honest picture of both the company and their progress 

towards a sustainable development.  

 

1.2 Research question 

Due to the addition to the law on annual reporting (Sw.: Årsredovisningslagen) (SFS 

2016:947) companies are required to provide a sustainability report and disclose negative 

aspects of their operations. At the same time, it is important for a company to appear 

legitimate in order to survive. Hence, we have developed two questions that this study 

intends to answer:  

 

- How do Swedish companies in the steel industry legitimize negative aspects of 

their operations in their sustainability reports? 
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- Is there a pattern between the type of negative aspect reported and the type of 

legitimation strategy used?  

 

To answer our two research questions, we will look at sustainability reports of the steel 

industry in Sweden. According to Naturvårdsverket (2018), the steel industry is the 

industry with the highest CO₂ emissions within Sweden. We are choosing the steel 

industry because they are a prevalent industry in Sweden with high political and economic 

power contributing to Sweden's industrialization and welfare (Nationalencyklopedin, 

2019c). Because the steel industry is a high polluting industry (Naturvårdsverket, 2018), 

companies’ risk to damage their reputation and hence need to actively legitimize to 

minimize risk (Deegan & Unerman, 2011, p. 336). Therefore, since the steel industry is a 

high polluting industry companies in the industry are more socially and politically 

exposed and are therefore likely to use their sustainability report to appear more 

legitimate.  

 

To answer the first research question we will start by identifying how companies 

legitimize negative aspects with the help of the strategies developed by Hahn and Lülfs 

(2014) (marginalization, abstraction, indicating fact, rationalization, authorization and 

corrective action) and see if we can identify additional strategies that the companies use. 

To answer our second research question, we will try to find potential patterns between 

our identified legitimation strategies and the negative aspects that have been reported. 

The type of negative aspects will be based on the Swedish law on annual reporting (Sw.: 

Årsredovisningslagen) (SFS 2016:947). These are the aspects of environment, social 

conditions, employees, respect for human rights and counteracting corruption. Our second 

research question is a follow-up question, meaning that it can only be answered if our first 

research question is answered. In the possibility that we do find answers for both research 

questions, any potential pattern found between legitimation strategies and negative 

aspects will in turn strengthen the answer for the first research question. This is because 

any patterns identified will further add to the explanation of how companies legitimize 

negative aspects in their sustainability reports.  

 

For us to answer the second research question, we first need to define what pattern means. 

According to Collins English Dictionary (2012), the word pattern is defined as “A pattern 

is the repeated or regular way in which something happens or is done”. In our study, we 

are trying to find if there is a repeated or regular way, a pattern, when analyzing both 

legitimation strategies and negative aspects reported in the sustainability report together. 

 

1.3 Purpose 

The purpose of our study is to understand how Swedish companies in the steel industry 

legitimize the negative aspects of their operations in their sustainability reports. We also 

want to know if there is a pattern between a specific type of negative aspect such as 

environment, social conditions, employees, respect for human rights and counteracting 

corruption and the type of legitimation strategy used. Our ambition is to contribute to the 

existing knowledge of understanding how companies disclose their information in 

sustainability reports. 
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1.4 Target audience 

The main target audience of this study is stakeholders that read sustainability reports of 

the Swedish steel industry. Our research will give the stakeholders the ability to 

understand how companies disclose the negative aspect of their operations and they will 

be able to more critically read the report. Additionally, the stakeholders will gain an 

increased understanding of the information in sustainability reports for them to base their 

decisions on whether it is their attitude towards the company or an investment decision. 

What we define as stakeholders is important to further enable a greater knowledge of 

sustainable accounting and reporting. There are many perspectives and definitions when 

it comes to stakeholders, and in this paper, we will be using the definition suggested by 

Blowfield (2008, p. 402) due to its broader outlook: 

 

“Stakeholder - an entity with a stake in another organization, by virtue of the fact he, she 

or it is affected by, or has influence over, that organization. In corporate responsibility 

terms, “stakeholder” usually refers to the stake that an individual or organization has in a 

company, and includes employees, local communities, shareholders, customers, and 

clients (Blowfield, 2008, p. 402).” 

 

With this definition of stakeholders, the scope of stakeholders is very broad. Stakeholders 

have both external (local communities, customers) and internal (e.g. suppliers, 

employees) actors (Freeman, 2010). In this study, the stakeholders that read sustainability 

reports of the Swedish steel industry, are generalized as the society. 
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2. Theoretical Background 
In this chapter we present relevant concepts, models, earlier academic studies and 

theories. First, CSR and Sustainable Development is explained in order to understand the 

concept of sustainability reports. Then we introduce the frameworks and laws that explain 

the contents of a sustainability report. In order to fulfill the purpose of this study, we 

introduce our main theory, legitimacy theory, and explain the implications legitimacy has 

on sustainability reports.  

 

2.1 Corporate Social Responsibility and Sustainable 
Development 

Corporate Social Responsibility (CSR) is very similar to the term sustainable 

development explained earlier in the introduction. Both terms have been used 

interchangeably in the corporate and research world (Ebner & Baumgartner, 2006). While 

both concepts have gained importance over the past decades, and are increasingly being 

used synonymously, it is important to know that there is a distinction between their 

original applications. While sustainable development is a country-level or global 

commitment, CSR focuses on the organization level (Perez-Batres et al., 2012).  

 

Defining CSR is complicated and difficult according to Sheehy (2015). The complexity 

comes from the dynamic aspects of CSR, the environmental, economic and social aspects. 

The European Commission provides their definition of CSR, describing it as “the 

responsibility of enterprises for their impact on society” (European Commission, 2011, 

p. 6). This definition is deemed as broad and open to interpretation, which leads to other 

more narrow and specific definitions where they state what and to whom companies 

should be responsible for.  

 

According to Albus & Ro (2013), CSR reflects on the activities companies voluntarily 

carry out, with the intention of doing something good for society. The actions of the 

companies are beyond the companies own interest to only accumulate more profit and the 

requirements that are statutory in the area in which the companies operate. These actions 

could for example be reducing the company’s environmental footprint, supporting local 

organizations and communities, good treatment of employees and humanitarian activities 

(Albus & Ro, 2013). Albus & Ro (2013) states that previous research has shown that 

companies involved with CSR has resulted in positive effects regarding attitudes towards 

the companies and have also had a positive impact on the financial results that companies 

have been able to show.  

 

Compared to CSR sustainable development is a broader term that encompasses all 

countries in the world and focuses on social equity between generations. The most cited 

definition of sustainable development is from Our Common Future (1987, p. 42): 

“Sustainable development is development that meets the needs of the present without 

compromising the ability of future generations to meet their own needs.” The main idea 

of sustainable development is intergenerational equity, and this means to have fairness 

and justice between generations. Sustainable development is a transformation of society 

and the economy to achieve a more sustainable situation so that future generations can 

satisfy their needs and aspirations for a better life (Our Common Future, 1987, p. 42-43).  
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Sustainable development and sustainability are two similar concepts that are important to 

separate. Sustainable development is the changes and improvements that aim to achieve 

a more sustainable situation. This is to increase social and economic conditions and at the 

same time reducing environmental impact (Our Common Future, 1987, p. 42). 

Sustainability however is a state where the resources we use matches the earth's capacity 

to regenerate those resources, so that our systems remain in balance indefinitely (Bansal 

& DesJardine, 2015). Sustainable development is therefore a process to ultimately 

achieve sustainability.  

 

The difference between CSR and Sustainability is also important to mention. CSR focuses 

on responsibility which is different from sustainability. Companies usually conduct 

responsible CSR activities such as donations to charity in order to balance the needs of 

their stakeholders. To do this however many companies use resources in excess of what 

the earth can regenerate and process resulting in them borrowing from the future and this 

creates an imbalance of resources in the short and long term (Bansal & DesJardine, 2015). 

According to Bansal & DesJardine (2015) responsibility should not be confused with 

sustainability. This is because sustainability is only reached when short term needs can 

be met without compromising the ability to meet future needs and responsibility does not 

consider the inequities, imbalance of resource distribution, created by their actions over 

time (Bansal & DesJardine, 2015).  

 

CSR is relevant to this study because sustainability reports are a CSR activity where CSR 

information is disclosed. The concept of sustainable development is on a global level and 

CSR is on a company level (Perez-Batres et al., 2012). Due to this study focusing on 

individual companies and their sustainability reports, CSR is more relevant than the 

alternative, sustainable development, which focuses on the global scale. Although, both 

are important to consider in order to reach a state of sustainability. 

 

In conclusion CSR is the organization's commitments and work that is related to the 

organization's responsibility of its impact it has on the society. CSR activities is often 

related to sustainable development. Sustainable development is the global commitment 

and process to ultimately achieve sustainability in order to achieve intergenerational 

equity.   

 

Many companies are required or voluntary choose to disclose their CSR activities and 

commitments. This leads to the concept of CSR reports. In this study, we have decided to 

use sustainability reports as a direct synonym to CSR reports due to it being a more 

appropriate translation of the word “Hållbarhetsrapport” which is used in the Swedish law 

on annual reporting (Sw.: Årsredovisningslagen) (SFS 2016:947).  

    

2.2.1 Sustainability reports 

As mentioned earlier in the previous chapter, sustainability reports are used for companies 

to disclose their CSR activities and commitments. According to KPMG (2008), 

sustainability reports offers the stakeholders a view of how the company manages 

sustainability - through a report about the companies environmental, social and economic 

performance.  
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Sustainability reports have historically been used as a tool to gain legitimacy. After the 

Exxon Valdez tanker disaster in 1989, spilling 37 000 tons of crude oil in the waters 

outside Alaska (Leahy, 2019), all oil companies in the US started to produce sustainability 

reports in order to protect their legitimacy explained by Patten (1992, as cited in Cerin, 

2005, p. 66). The Norwegian state-owned company Norsk Hydro was the first company 

to report environmental information, in order to regain its legitimacy after receiving bad 

publicity as argued by Brophy & Starkely (1996, as cited in Cerin, 2005, p. 66). 

 

Arguably, there are some issues with sustainability reports such as the trustworthiness of 

the information in the sustainability report. Critics mention that it may be confusing to 

use sustainability reports as a measure of CSR because it is hard to distinguish what the 

company claims to be doing compared to what the company is actually doing (Coughlan 

& Sweeney, 2008). Another criticism of sustainability reports is when companies 

willingly choose to only report their strengths and leave out or hide their weaknesses. 

This has become less of an issue in recent times due to the implementation of global 

standards and regulations. 

 

Sustainability reports and sustainability reporting have different meanings. Sustainability 

reports are the published type of disclosure that are either stand-alone or incorporated into 

the financial report, while sustainability reporting is when companies disclose 

sustainability information, through various forms of media including sustainability 

reports. As readers should have understood by now, the focus of this study is on 

sustainability reports, i.e. the published reports where companies disclose their 

sustainability information. Due to this close distinction between the two, we remind the 

readers that when we say sustainability reporting, sustainability reports or even CSR 

reports, we are talking about the published reports, and not the general definition of 

sustainability reporting.  

 

While annual financial reports have been an occurring thing for a long time, sustainability 

reports, containing non-financial information, is a recent activity. Huefner & Tschopp 

(2015) explains that the growth of sustainability reports could be divided into three stages. 

The first stage of sustainability reports happened due to the rise of greenwash reports over 

30 years ago, and about 20 years ago the second stage emerged with more verifiable and 

quantifiable reports (Huefner & Tschopp, 2015). Lastly, the third stage introduced 

guidelines and requirements (such as Global Reporting Initiative) for companies to 

disclose certain aspects (Huefner & Tschopp, 2015). More recently companies have 

decided to add more information than legally required and report their CSR activities 

through other methods such as press releases, newspaper and their own websites 

(Coughlan & Sweeney, 2008).  

 

As mentioned in the previous paragraph, guidelines and requirements such as the Global 

Reporting Initiative have been developed to guide companies in how to write their 

sustainability reports (Huefner & Tschopp, 2015). To further understand the shape and 

contents of today’s sustainability reports, Global Reporting Initiative standards need to 

be explained. 
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2.2.2 Global Reporting Initiative 

The Global Reporting Initiative (GRI) is an organization that creates the dominant and 

widely adopted global standards for sustainability reporting. The GRI organization is 

based in Amsterdam and started off in 1997 by a UN sponsored program and its standards 

have since been adopted by a majority of the world’s organizations (Frostenson et al., 

2015, p. 14). Of the world largest 250 companies 92% report their sustainability 

performance and 74% report according to GRI standards (Globalreporting, 2019). The 

GRI standards include 91 recommended result indicators on the environmental, social and 

economic aspect that the company can choose to disclose (GRI G4, 2015, p. 47-80). 

 

The GRI standards are not mandatory and it just provides guidelines on how to report in 

order to create transparency (Frostenson et al., 2015, p. 14). This flexibility gives 

companies the choice of which result indicators to disclose. In a study by Boiral (2013) 

he analyzed 23 sustainability reports and found that up to 90% of the significant negative 

events were not reported in the sustainability reports. 

 

Recent changes in Swedish law has added another dimension to consider when Swedish 

companies write their sustainability reports. Compared to the GRI standards, the new 

addition to the Swedish law introduces non-voluntary requirements that companies need 

to conform to. 

2.2.3 EU Directive - Swedish sustainability reporting. 

The law on annual reporting (Sw.: Årsredovisningslagen) (1995:1554) introduced a 

change (Sw.: Årsredovisningslagen) (SFS 2016:947) where companies in Sweden that fit 

a certain criterion are forced to provide a sustainability report. The report should show 

information about how the company works with environmental issues, social conditions, 

employees, respect for human rights and counteracting corruption. Companies can choose 

to either make a separate document or include this information as part of the annual report. 

According to Westman (2016), there is approximately 1600 companies that are affected 

by the new law. For a company to be required to write a sustainability report, it must be 

a large company that fits more than one of these following criteria’s (Sw.: 

Årsredovisningslagen) (SFS 2016:947): 

 

● The average number of employees during each of the last two financial years have 

been more than 250 

● The balance sheet total has been more than 175 million SEK for each of the last 

two financial years 

● Net sales have been more than 350 million SEK for each of the last two financial 

years. 

 

If a foreign parent company produces a sustainability report according to the law on 

annual reporting (Sw.: Årsredovisningslagen) (SFS 2016:947) the Swedish subsidiary can 

refer to that (FAR, 2019). This is the case with Outokumpu Stainless AB since they do 

not produce a sustainability report themselves but refers to the parent company´s, 

Outokumpu Oyj sustainability report.  
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2.3 Rules about negative aspects in sustainability reports 

In §12 in the law on annual reporting (Sw.: Årsredovisningslagen) (SFS 2016:947) a 

sustainability report should include information about the consequences that the 

company’s operations have on the environment, social conditions, employees, respect for 

human rights and counteracting corruption. According to §12 (4) the company must report 

its product, services and business relations that are likely to have negative consequences 

on these issues (Sw.: Årsredovisningslagen) (SFS 2016:947).  

 

The principle of balance is a principle established by GRI in order to ensure the quality 

and transparency of information in the sustainability report. According to the principle of 

balance a sustainability report shall disclose information that give a neutral and unbiased 

view of the organization (GRI G4, 2015, p. 17). This means that a company needs to 

report both negative and positive aspects of the company's performance.   

 

A company that follows the GRI standards to produce its sustainability report will fulfill 

the requirements of Swedish law by the report being in accordance with the law on annual 

reporting (Sw.: Årsredovisningslagen) (SFS 2016:947).  

 

According to the law on annual reporting (Sw.: Årsredovisningslagen) (SFS 2016:947) 

companies are required to inform about the negative consequences on environment, social 

conditions, employees, respect for human rights and their work against corruption that 

their product, service and business relationship has. Further, according to GRI standards 

the companies are required to report negative information to give an unbiased picture for 

the reader to understand the company’s performance (GRI G4, 2015, p. 17). However, 

the companies decide what part of these topics that they choose to disclose, and it is this 

voluntary information that our research will look into and analyze.  

 

The negative aspects of company operations mentioned in the Swedish law on annual 

accounting and GRI standards is the information in the report that has a negative impact 

on the realization of sustainability. 

 

2.4 Negative aspects  

Hahn & Lülfs (2014) define negative aspects as the negative environmental and social 

impacts that is due to company activity. They provide the following sentence to clarify 

the explanation: “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 sustainability (Hahn & Lülfs, 2014).”  

 

This definition can be further explained in the three areas of sustainability - 

environmental, social and economic (KPMG, 2008). In the environmental area the 

negative aspects are the company activities that pollutes the environment (soil, air, water 

etc.). The negative aspect of the social area could for instance be work related accidents, 

fraud or bribery, incidents of child labor, breach of data privacy and discrimination. The 

negative aspects of the economic area are assumed to be covered by the traditional rules 

of the mandatory financial accounting, such as U.S. GAAP and IFRS (Hahn & Lülfs, p. 

8, 2014). This information is usually part of the annual report and not the sustainability 
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report and since this study is about sustainability reporting the economic area has been 

excluded.  

 

In this study the negative aspects will be divided according to the law on annual 

accounting (Sw.: Årsredovisningslagen) (SFS 2016:947). The environmental negative 

aspects are for example pollution and emission. The social negative aspects are divided 

into the negative aspects of social conditions (e.g. diversity and discrimination), 

employees (e.g. work-related accidents), respect for human rights (e.g. incidents of child 

labor), counteracting corruption (e.g. incidents of fraud and bribery). 

 

Negative aspects disclosed in sustainability reports is a recent topic of research.  As 

explained in the GRI sub-chapter, Borial (2013) found that most of the negative 

information of a company's operations was not reported in the sustainability reports. The 

negative information is generally disclosed in a way that is downplaying the harm it 

causes or that the information is not disclosed at all (Borial, 2013). Gray et al. (2009) 

explains that companies legitimize their operations by rather depicting positive aspects of 

a company’s operations than the negative aspects. Ferrera Quilice et al. (2018) identified 

that the sustainability reports were seen as a marketing tool by the employees responsible 

for producing it and that they did not disclose many negative aspects. Aras & Crowther 

(2008) found that companies disclose negative and positive information strategically so 

that the reader interprets the companies as being more responsible than they really are. 

As discussed in this paragraph, companies legitimize their negative aspects in multiple 

ways, and in the next sub-chapter, we explain our main theory in depth, and the reason 

companies aspire to be legitimate. 

 

2.5 Legitimacy Theory 

 

Legitimacy theory claims that organizations are constantly seeking to ensure that they are 

recognized as operating within the bounds and norms of their respective societies (Deegan 

& Unerman, 2011, p. 329-330). They are making sure that their activities are perceived 

by outside parties as being legitimate. The bounds and norms of the society change over 

time, requiring organizations to be reactive to the ethical environment in the society they 

operate in (Deegan & Unerman, 2011, p. 329-330). The concept of legitimacy within 

legitimacy theory is a resource that organizations are dependent on for survival (Dowling 

& Pfeffer, 1975; O’Donovan, 2002). Legitimacy is something that is bestowed to the 

company by society and is something that is desired and sought by the organization. 

Unlike many resources, legitimacy is a resource that the organization is able to impact 

through various disclosure-related strategies, such as financial and sustainability reports 

(Woodward et al., 1996).  

 

When the situation appears that there seems to be a lack of conformity between how 

society believes an organization should act, and how it is perceived that the organization 

has acted, it is called legitimacy gap. The term legitimacy gap has been utilized by 

researchers to characterize this situation and Sethi (1975;1978) provides two major 

sources for these legitimacy gaps.  

 

The first major source of a legitimacy gap is defined by societal expectations that might 

change. This will eventually lead to a gap arising even though the organization has 
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maintained their operation in the same manner as it always had (Sethi, 1978). A clear 

example of the first source of a legitimacy gap is explained by Nasi et al. (1997, p. 301) 

where the author talks about American tobacco companies in the 1970s. The increased 

awareness of consequences from smoking led to a widening in the legitimacy gap (Miles 

& Cameron, 1982). Tobacco companies did not change their activities, their image had 

not been changed, and yet they faced a different assessment of their role in society. While 

organizations might change towards the community expectations, if the momentum of 

their change is at a slower pace than the changing expectations of society, then a 

legitimacy gap will appear (Nasi et al., 1997, p. 301). Legitimacy can still be threatened 

even when the organization's performance is aligned with society’s expectation of 

performance (Deegan & Unerman, 2011, p. 329-330). This can occur when organizations 

have failed to disclose information that shows that they adhere to society's expectations. 

The idea is that legitimacy is assumed to be influenced by disclosures of information, and 

not simply by just changing corporate actions without disclosing it (Deegan & Unerman, 

2011 p. 330). In reality, if a society’s expectations about performance changes, then 

organizations need to disclose that they are changing as well or communicate and justify 

why the organizations operations have not changed (Deegan & Unerman, 2011, p. 330). 

 

The second major source of a legitimacy gap appears when previously unknown 

information becomes known about the organization (Sethi, 1975). According to the study 

by Sethi (1975), this could happen because of disclosure being made within the news 

media. Examples of this source of legitimacy gap has been seen throughout history in 

how society has reacted to media revelations such as sweatshops in Asia being used by 

Nike, pollution being caused by BHP Billiton's tailing dams in Papua New Guinea, or 

how Supersize Me raised concern about consumer health regarding McDonalds (Deegan 

& Unerman, 2011, p. 330). 

 

 

Figure 1: Issues/Events and corporate legitimacy (O’Donovan, 2002, 
p. 347) 
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Legitimacy gap has been illustrated diagrammatically by O’Donovan (2002) and 

reproduced in Figure 1. In the figure, the area marked X represents the congruence 

between society’s expectations and perceptions of a corporation’s activities and the 

corporation’s actions and activities. Areas Y and Z in contrast show the incongruence. 

According to Sethi (1978), these are the areas that represent legitimacy gaps. For the 

corporation, the aim is to make sure that area X is as extensive as possible, thereby 

reducing the legitimacy gap (O’Donovan, 2002).  

 

For a company to reduce the legitimacy gap and remain in the congruence (X) in Figure 

1, the company needs to gain, repair and maintain legitimacy (Deegan & Unerman, 2011, 

p. 331). Deegan & Unerman (2011, p. 331) states that one way to do this is to use 

legitimation strategies. According to Deegan & Unerman (2011, p. 331), there are many 

different strategies used depending on what is needed, and one thing that all legitimation 

strategies rely upon is disclosure. According to Lindblom (1993), and Dowling & Pfeffer 

(1975), the public disclosure of information in such places as annual reports can be used 

by companies to implement legitimation strategies. A company may provide information 

to offset or counter negative news towards the company, or the company provides 

information to their stakeholders about attributes that were previously unknown (Deegan 

& Unerman, 2011, p. 333). According to Deegan & Unerman (2011, p. 334), 

organizations may use reports to draw attention to their strengths, while down-playing 

negative implications of their activities such as pollution. In this paper, we are going to 

answer our research questions with the help of the six legitimation strategies by Hahn & 

Lülfs (2014) to explain how organizations disclose negative aspects of their operations in 

their sustainability reports. 

 

 

2.6 Legitimation strategies  

We identified three previous studies that explain how companies legitimize negative 

aspects when disclosing information. The studies are Van Leeuwen (2007), Hrasky 

(2011) and Hahn & Lülfs (2014). Leeuwen’s (2007) study explains the legitimation 

strategies that are used in public communication, with focus on educational texts. 

Hrasky’s (2011) study is about how companies legitimize their carbon footprint in 

sustainability reports and Hahn & Lülfs (2014) study explains how companies legitimize 

negative aspects in sustainability reports. Because Van Leeuwen (2007) does not look 

into sustainability reports in particular and Hrasky (2011) only studies how the carbon 

footprint is legitimized we chose to go with the strategies developed by Hahn and Lülfs 

(2014). The strategies identified by Hahn & Lülfs (2014) are the most recent research on 

this topic and is also the most relevant for our research. This is because it was the only 

set of strategies we identified that incorporates how all negative aspects are legitimized 

in sustainability reports, and not only carbon footprint such as Hrasky’s (2011) strategies.  

 

Hahn & Lülfs (2014), when looking at sustainability reports of German and US 

companies, identified six strategies that companies use to legitimize negative aspects of 

their operations in sustainability reports. The strategies are marginalization, abstraction, 

indicating facts, rationalization, authorization and corrective action (Hahn & Lülfs, 2014, 

p. 19). A brief summarization of the legitimation strategies can be found below in Table 

1 and the legitimation strategies are defined in detail after the table. 
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Table 1: A summary by Asrat and Ayertey (2017) regarding Hahn 
and Lülfs (2014) strategies. 

 

Strategy Brief description 

Marginalization Making negative aspects seem irrelevant 

Abstraction Diluting negative aspects by generalizing them to the whole industry 

Indicating Facts Merely mentioning negative aspects without further information or 

explanation 

Rationalization Justifying negative aspects through their function 

Authorization Referencing third parties (either regulatory body or peer 

organization) to validate negative aspect 

Corrective action Providing measures to mitigate and avoid negative aspects in future 

 

 

Marginalization 

Marginalization strategy is when a company potentially seeks to legitimize a negative 

incident by making it seem non-relevant, unimportant, or negligible (Hahn & Lülfs, 2014, 

p. 19). Hahn & Lülfs (2014) found that companies try to minimize the incidents 

importance by using judgmental phrases and adjectives such as “no serious...” and “no 

significant...” or “small” and “minor”. In this strategy the authors of the study found that 

the company describes the incident that occurred, but the companies also evaluates the 

negative aspects and describes it as unimportant. This prevents third parties from doing a 

possible deviant evaluation (Hahn & Lülfs, 2014, p. 19). In short, the company 

acknowledges the incident itself however the significance of the relevance of the incident 

is downplayed (Hahn & Lülfs, 2014, p. 19). 

 

Example of Daimler using marginalization strategy provided by Hahn & Lülfs (2014, p. 

19): “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 companies 

abroad.” 

 

Abstraction  

The abstraction strategy is when a company generalizes the negative aspect as typically 

being prevalent in the whole industry that the company is operating in and the company 

is therefore distancing itself from the negative aspect (Hahn & Lülfs, 2014, p. 20). Hahn 

& Lülfs (2014) show that the companies using this strategy dilute the association between 

their company and the negative aspect. It is instead depicted as a collective challenge or 

problem and the company is shifting the blame of the negative aspect by attributing the 

guilt to peer companies (Hahn & Lülfs, 2014, p. 20).  
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Indicating facts  

Indicating facts is another legitimation strategy. Hahn & Lülfs (2014, p. 21) describes 

indicating facts as the existence of a negative aspect as a fact without providing an 

explanation or justification for it. According to Hahn & Lülfs (2014, p. 21), it is when a 

company quantifies an occurrence of a negative incident however they do not evaluate or 

leave a judgement to the reader of the report. This is a very pure way of describing a 

negative aspect. However, this method creates challenges for the reader to understand the 

significance of the negative aspect reported if no benchmark or industry standard is 

provided as reference to evaluate the quantities provided by the company. 

 

Example of BASF using the indicating fact strategy provided by Hahn & Lülfs (2014, p. 

21): “In 2011, the number of product spillages amounted to 0.30 per 10,000 shipments.”  

 

Rationalization  

Another legitimation strategy found by Hahn & Lülfs (2014) used by companies to 

legitimize negative aspect in sustainability reports is rationalization. This legitimation 

strategy, according to the study, is about explaining and justifying negative aspects by 

showing the economic benefit it gives. Rationalization is legitimizing the negative aspect 

by showing the benefits that this action provides (Hahn & Lülfs, 2014, p. 22). An example 

would be when a company justifies an increase of CO₂ with an increase in sales volume. 

Another example of rationalization is when a company defines negative aspects as normal 

or natural and “the way things are” (Hahn & Lülfs, 2014, p. 22). 

 

Authorization  

Authorization is another legitimation strategy. Hahn and Lülfs (2014, p. 22) describe 

authorization as a company legitimizing negative aspects by referring to authority. This 

authority can be provided by either a person of authority such as the CEO of the company 

or by referring to regulations, regulating bodies or academic research (Hahn & Lülfs, 

2014, p. 22). This means that the negative aspect is not explained and justified by the 

company itself, as in marginalization, but by a third party. This provides a stronger 

validation for the explanation of the incident (Hahn & Lülfs, 2014, p. 23). 

 

Example of RWE using the authorization strategy provided by Hahn & Lülfs (2014, p. 

23): “The heating of the cooling water creates some negative impact in the case of rivers. 

The limits have been specified by the regulatory authorities so that there are no significant 

impacts on rivers.” 

 

Corrective action 

Corrective action is the last of the six legitimation strategies identified by the study by 

Hahn & Lülfs (2014, p. 24). This strategy, explained by the study, is when the companies 

describe ideas, intent and measures about how they should handle and tackle negative 

aspects in the future. The companies acknowledge the significance of the negative aspects 

to stop the same thing happening in the future. There are two types of corrective action 

strategy: type one and type two (Hahn & Lülfs, 2014, p. 24). Type one describes 

corrective actions that are vaguely explained by the companies and type two describes 

corrective actions that are more concrete and explicitly explained in detail.  

 

Example of Walmart using the type one of the corrective action strategy provided by 

Hahn & Lülfs (2014, p. 24): “To more effectively monitor undisclosed subcontracting, 
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we have taken steps to enhance our standards for suppliers, audit reporting and training 

processes.” 
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3. Methodology 
In this chapter we present and argue for the methods used for data collection and analysis 

from both a practical and theoretical point of view. Our choice of industry will be 

presented and argued for. We will present and argue for our research method, design, 

strategy and our ontological and epistemological assumptions. Considerations for 

research quality and for research ethics will be presented. 

 

3.1 Theoretical method 

In order to write a study, a research plan based on research strategy needs to be developed 

(Saunders et al., 2009). The definition of research strategy according to Bryman & Bell 

(2011) is a general direction of a study. There are multiple research strategies to follow 

depending on what kind of research that is planned, and the most common research 

strategies can be divided into two categories, quantitative and qualitative (Bryman & Bell, 

2011, p. 26). A quantitative approach is used when analyzing quantitative data (and/or 

qualitative data that can be quantified), and analyze it using statistical methods (Collis & 

Hussey, 2014, p. 5). The alternative, a qualitative study, emphasizes collecting qualitative 

data and analyzing new data using interpretative methods (Collis & Hussey, 2014, p. 6). 

According to Saunders et al. (2009), quantitative data is numeric or quantified, while 

qualitative data is non-numeric. Both types of data could be obtained and used from any 

research strategy. For example, data obtained using a qualitative study can be quantified 

to visualize the findings. In this paper, we will be using a qualitative research strategy, 

since we will be interpreting words and meaning in sustainability reports. The data from 

our interpretations will be quantified in order to develop diagrams and visualize our 

findings. We did not choose a quantitative research strategy since whole paragraphs of 

text need to be interpreted in order to identify negative aspects and how they are 

legitimized.  

 

To further understand our method, research philosophy and research approach needs to 

be understood. The research philosophy the researchers choose to adapt will contain 

essential assumptions about how they view the world. These assumptions will be the base 

of their research strategy and the methods chosen as a part of that strategy (Saunders et 

al., 2009, p. 108). There are two major ways of thinking about research philosophy 

according to Saunders et al. (2009), which is ontology and epistemology.  

 

Ontology is concerned with the nature of reality and describes researchers’ assumptions 

about how the world operates and their commitment to particular views (Saunders et al., 

2009, p. 17). There are two main assumptions within ontology, objectivism and 

constructionism. Objectivism portrays reality as objective, which shows that social 

entities exists external to social actors concerned with their existence (Bryman & Bell, 

2011, p. 20). Constructionism on the other hand, shows that reality is subjective and a 

social construct, meaning that social phenomena is created from the perceptions and 

actions of those social actors concerned with their existence (Bryman & Bell, 2011; 

Saunders et al., 2009).  

 

Objectivism states that humans act according to laws and regulations, and learn from that 

(Bryman & Bell, 2011, p. 21). Objectivism is often used in research when using 

quantitative methods such as hypotheses tests and other statistical methods (Bryman & 
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Bell, 2011, p. 27). When adapting objectivism in the research paper, authors must be 

objective in a way where there is no infusion of own opinions and values. This is done to 

not have misguided results influenced by the authors values and opinions. In our research 

paper, this is not possible since it is crucial to our paper to interpret and reflect our own 

values and opinions, which leads us to constructionism. 

 

Constructionism, or sometimes referred to as subjectivism, stresses the necessity to study 

“the details of the situation to understand the reality or perhaps a reality working behind 

them (Remenyi et al., 1998, p. 35).” In more simple terms, it is necessary within 

constructionism that the researcher studies the motivation behind the act, to get a further 

understanding. In this paper we will be looking at how companies legitimize negative 

aspects in their sustainability reports, and to do this we need to use constructionism. In 

our paper, we need to understand the details of the reality and understand the motivations 

behind the act. We will use legitimacy theory to explain the motivations behind the act 

and we will understand the reality by analyzing how these strategies are used in 

sustainability reports.  

 

Epistemology deals with what we accept as acceptable knowledge in a field of study and 

has two main assumptions: positivism or interpretivism (Collis & Hussey, 2014, p. 47). 

If we consider that the social world is best studied from an objective perspective, with 

help of scientific methods without personal values or opinions, then we have a positivist 

approach. Saunders et al. (2009, p. 114) states that one important component of the 

positivist approach is that the research should not have any inclusion of own values, and 

that the emphasis will be on quantifiable observations that are used in statistical analysis. 

Due to the nature of our study, and the choice of research strategy, we will not be using 

the positivist approach. Because the data collected in this paper is qualitative and is going 

to be interpreted, a positivist approach does not fit with our paper.  

 

If the researchers are critical of the positivist assumption by arguing that the world of 

business is far too complex to focus on law-like generalizations and scientific methods, 

then they are likely to sympathize with an interpretivist approach (Saunders et al., 2009, 

p. 116). Interpretivism shows that it is crucial for researchers to have a subjective 

approach, where we assume that humans and institutions are fundamentally different 

compared to the objects that are studied with the help of scientific methods. According to 

Saunders et al. (2009, p. 116) reality exists in the thoughts of our mind, and since 

researchers are a part of the research process, they will influence the study, which means 

that the research cannot be deemed as objective. This is strengthened by Collis & Hussey 

(2014, p. 44), where they argue that interpretivism has the view that social reality is 

subjective because it is shaped by our perception and not objective as in positivism. 

Within interpretivism, there is multiple truths and realities, compared to the positivistic 

approach where there is only one reality (Bryman & Bell, 2011, p. 15). Saunders et al. 

(2009, p. 116) argues that an interpretative approach is deemed appropriate when for 

example, studying an organizations behavior, since it is a complex subject where every 

organization has different kinds of individuals gathered in one area.  

 

We will be studying organizational behavior, and therefore our epistemological 

assumption will be interpretivist. This study will be gathering qualitative data and since 

we are going to be interpreting the results for our analysis, we will be using an 

interpretivist approach. When analyzing companies in the industry, there will be different 

behaviors which we are going to interpret. Because we will be analyzing text it is our own 
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perception and interpretations that determines knowledge and it is not objective as in a 

positivist approach.   

 

How we approach our research could be divided into two categories, inductive and 

deductive approach. According to Bryman & Bell (2011, p. 101), these are different 

approaches based on the view of the relationship between theory and research. If the 

research has an inductive approach, theory is created based on the data that is collected, 

which means that the research is theory-generating. If the research has a deductive 

approach, theory and hypothesis is developed and a research strategy is designed to test 

the hypothesis (Saunders et al., 2009, p. 124). Saunders et al. (2009, p. 124) argues that 

its useful to attach these approaches to different research philosophies, where deduction 

is more fitting with positivism and induction is more fitting with interpretivism. In this 

study, an inductive approach will be used. This is the most fitting approach because we 

are collecting qualitative data and trying to understand the meaning of it, and to 

potentially find new legitimation strategies and to see if any patterns exist in order to 

generate theory. 

 

To summarize, in this study we will be using a qualitative method, analyzing qualitative 

data that we will quantify, in order to visualize our findings. Our ontology is 

constructionism due to reality being subjective. Our epistemology is interpretivism due 

to the interpreting of our qualitative data. Our research approach as mentioned in the 

paragraph before will be inductive.  

3.2 Choice of industry  

The steel industry is a sector in the metal industry consisting of commercial and special 

steel which products amount to e.g. sheet metal, wire and pipes (Nationalencyklopedin, 

2019c) and it has been and still is a prominent industry in Sweden. Steel is an alloy of 

iron and carbon (Nationalencyklopedin, 2019d). The steel industry in Sweden has its 

history in the early middle ages. During the 1300´s the yearly production amounted to 

2000 tons and most were exported to Lübeck or Danzig (Jernkontoret, 2018a). As of 2018 

the industry employs approximately 26 000 people (Jernkontoret, 2018b) and has a yearly 

production of 4,7 million tons of steel (Jernkontoret, 2019a) where almost 90% goes to 

export (Nationalencyklopedin, 2019c). In Sweden there are ten scrap metal-based 

steelworks and two ore-based steelworks and 15 production plants for processing steel 

e.g. wireworks and pipework’s (Jernkontoret, 2019b).      

 

The steel industry is a resource and energy intensive industry leading to it having a high 

environmental impact. According to Naturvårdsverket (2018) it is the industry in Sweden 

emitting the most CO₂. The process to produce steel includes heating the iron to extremely 

high temperatures and in order to reach those temperatures energy sources such as coal, 

oil, natural gas and electricity is needed (Jernkontoret, 2019c). In the blast furnace the 

process of turning iron ore into iron occurs and produces large amounts of CO₂ emissions. 

This process requires the use of coal, making the company SSAB, that owns the two iron 

ore blast furnaces in Sweden, emit 10% of Sweden's total CO₂ emissions (Nylander, 

2017). The high carbon footprint of the industry is the main challenge for the future of 

the industry. Therefore, research and development into finding a substitute to coal to make 

iron from iron ore is a priority for the industry (Klimatfärdplan, 2018). The heavy 

industry, which the steel industry is part of, are among the industries with the largest 
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negative effects on the environment and human health from the effects of, for instance, 

air pollution (Burby, 1999).   

 

The companies we will look at to answer our research questions are the fifth largest 

companies, according to revenue as of 2018, in the steel industry operating in Sweden. 

As of 2018 these companies are: AB Sandvik Materials Technology, SSAB AB, Boliden 

Group, LKAB and Outokumpu Stainless AB.  

 

AB Sandvik Material Technology (hence Sandvik) was founded in 1862 and is today a 

publicly traded company on Nasdaq Stockholm and the largest company in the Swedish 

steel industry. Sandvik has its head office in Stockholm Sweden. The company is a 

manufacturer of tools for metalworking, of mining and rock equipment for the mining 

industry and a manufacturer of stainless steel with sales in more than 160 countries and 

approximately 42 800 employees (Sandvik Annual Report, 2019, p. 2).  

 

SSAB AB (hence SSAB) is a publicly traded company that also has their head office in 

Stockholm Sweden and was founded in 1978. SSAB is a producer of advanced high 

strength steel, quenched and tempered steels and a producer of strip, plate and tube steel 

products and employ approximately 14 000 located in more than 50 countries (SSAB, 

2019, p. 3). SSAB is also operating Sweden's only two ore-based blast furnaces located 

in Luleå and Oxelösund making the company CO₂ emission consist of 10% of Sweden's 

total (Lundberg, 2019).  

 

Boliden Group (hence Boliden) is a publicly traded mining company that also refines and 

recycles precious and base metals with its head office in Stockholm Sweden (Boliden, 

2019, p. 8). The company has mining operations in the Nordics and Ireland and 

approximately 5800 employees (Boliden, 2019, p. 41). The company was founded in 

1924.  

 

LKAB is a Swedish state-owned mining company founded in 1890 and its head office is 

located in Luleå Sweden. The company is a supplier of iron ore products such as pellets 

that are used in blast furnaces, direct reduction pellets and fines (LKAB, 2019, p. 18). 

The employees in LKAB amount to 4188 (LKAB, 2019).   

 

Outokumpu Stainless AB (hence Outokumpu) is a subsidiary of the Finnish company 

Outokumpu Oyj consisting of its operations in Sweden. Outokumpu Oyj is a publicly 

traded company on Nasdaq Helsinki with approximately 10 500 employees and 

operations in over 30 countries (Outokumpu, 2019, p. 4). The mother company itself has 

a revenue of 73 billion SEK (1€ = 10.69SEK as of 10/5/2019). The head office is located 

in Espoo Finland and the company is a producer of stainless steel. 
  

3.3 Research method 

It is the research question that determines what research method should be used (Yin, 

2007, p. 24). Case study is one of several ways of doing social science research and is 

widely used in business administration research (Yin 1994, p. 1). Case study is a data 

collection method and can be defined as a detailed examination of a certain phenomenon 

(Nationalencyklopedin, 2019b). 
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According to Yin (1994, p. 1) case studies are best used when “how” questions are asked 

and no control over behavioral events are required. Our research is about how companies 

legitimize negative aspects of their operations and answers the research questions by 

looking into sustainability reports which requires no control over behavioral events. 

Therefore, we have conducted a multiple case study, which according to Bryman & Bell 

(2013, p. 89) is a development of the case study design, since more than one case have 

been analyzed, in our case the sustainability reports. We did not choose to conduct a single 

case study because analyzing only one case would limit our findings in amount and limit 

our findings to that specific company. Our choice of method is a multiple case study, and 

it is further strengthened by using document analysis. An alternative to document analysis 

would be to incorporate interviews into our case studies. This option would also be 

deemed viable for this study, although our opinion is that interviews would not garnish 

the same results as a document analysis. This is due to our focus being on what is actually 

disclosed in the reports, and not solely on the perspective of the individuals writing the 

report.  

 

Document analysis is a qualitative research method and is particularly applicable to 

qualitative case studies (Bowen, 2009, p. 29). Document analysis is a systematic 

procedure for reviewing and evaluating documents, both electronic and printed (Bowen, 

2009, p. 27). Document analysis requires the text to be analyzed and interpreted in order 

to gain understanding and develop empirical knowledge (Corbin & Strauss, 2008). This 

analytic process includes finding, making sense of and synthesizing the data contained in 

the documents. The documents in our research are the sustainability and annual reports. 

They will be the documents that will be analyzed. To answer our research questions, we 

will find negative aspects, make sense of the text related to the negative aspect and its 

connection to the concept of legitimacy and then synthesizing the text by recording our 

findings. In the practical methodology we will describe this process in detail.  

 

Other types of qualitative research methods include ethnography, phenomenological 

research, narrative research, grounded theory (Creswell, 2013, p. 103) but they are not as 

suitable to answer our research questions. Ethnography is describing and interpreting a 

culture-sharing group (Creswell, 2013, p. 104). Arguably the companies we analyze each 

have an organizational culture however since we are looking at multiple companies this 

method is not relevant for our research. Phenomenological research method is not relevant 

for our study. This is because phenomenological research method is about identifying the 

essence of human experiences (Creswell, 2013, p. 104) and cannot be used to answer our 

research questions. Narrative research studies the lives of individuals and their 

experiences (Creswell, 2013, p. 104) which is not relevant to our research. Grounded 

theory is a method developing a theory that is grounded in data from the field and looks 

to provide an explanation or theory behind the events (Creswell, 2013, p. 104). Grounded 

theory uses primarily interviews of individuals to analyze an action or interaction between 

individuals (Creswell, 2013, p. 105), which is not our purpose.  

 

3.4 Practical methodology: 

To find previous research and develop our understanding of the topic we used DiVA-

portal and Business Source Premier. In the DiVA-portal database we searched for and 

read previous bachelors and masters theses to further develop our understanding of the 

topic. The search words we used were all related to sustainability reporting. The words 
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“sustainability report”, “sustainability”, “CSR report” and “CSR”, “negative aspects”, 

“disclosure”, “legitimacy”, “legitimacy theory”, “steel”, “steel industry” in both Swedish 

and English was used. We also used the same search words in Business Source Premier 

to find previous research on the topic.  

 

Jernkontoret is the Swedish steel industry trade organization and from their website we 

identified companies to include in our study. Jernkontoret displays the companies related 

to the production of steel in Sweden, disclosing their number of employees, location of 

production and type of products (Jernkontoret, 2019d). Based on this information we 

ranked the companies based on revenue, see Appendix 1, by finding the company’s 

revenues at each company's annual report for 2018. Due to time limitations, we chose to 

study the sustainability report of the five largest companies in the industry. The largest 

companies are chosen on the rationale that they engage in legitimizing behavior to a larger 

extent than smaller companies as explained by Wolff (1986, cited in Naturvårdsverket, 

2005, p. 65). Larger companies are also more prone to draw more attention from society 

and are more likely to disclose negatives aspects of their operation to a higher extent as a 

means of appearing more legitimate (Chauvey et al., 2014, p. 794).  

 

Most of the sustainability reports are part of the annual reports which requires us to 

identify which pages in the annual report contain the sustainability report. Only 

Outokumpu has a separate sustainability report. All other companies present which pages 

in the annual report belonged to the sustainability report and thus we only analyzed those 

pages. Therefore, when the sustainability report is part of the annual report, we do not 

analyze the financial information such as the chapters where the financial 

reports/statements are disclosed. This is to make sure that we do not confuse financial 

negative aspects with negative aspects related to sustainability reporting to accurately 

answer the questions of this study. All reports that we analyze are prepared based on the 

GRI guidelines. 

 

To analyze the qualitative data from the sustainability reports we chose to use Adobe 

Acrobat Reader (AAR). AAR is a PDF reader program. We chose this software since the 

chosen companies’ sustainability reports are all in the format of PDF files and AAR is the 

global standard software to show and comment this format (Adobe, 2019). According to 

Paulus et al. (2013, p. 56) AAR is a perfect way to convert PDF document to searchable 

text. Previous studies in this field, such as Asrat & Ayertey (2017), have used NVivo, a 

more advanced PDF reader program to gather qualitative data. However, since we do not 

have the monetary funds to acquire this software, we did not proceed with this alternative. 

We do not see this as a disadvantage since the functions required for our analysis, the 

search, highlight and comment function, are all fulfilled by AAR.  

 

We have divided our gathering of research data into two stages. Stage one consists of 

identifying negative aspects of the sustainability report and stage two consist of 

identifying how the company reports the negative aspects and if any legitimation 

strategies can be identified. 

 

To start off, we spent time thoroughly defining what a negative aspect is in order to 

recognize and find these aspects in the companies’ sustainability reports. The negative 

aspects are explained in the theory chapter and is based on the Swedish law on annual 

accounting (Sw.: Årsredovisningslagen) (SFS 2016:947). To find these negative aspects 

in the text we used a content analysis. This is in order to more precisely and effectively 
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identify and locate negative aspects since the documents we are analyzing are between 

24 to 225 pages. According to Collis & Hussey (2014) a content analysis is a method used 

to quantify qualitative data. There are two types of content analysis: mechanistic and 

interpretative. We will use an interpretative content analysis which is used to increase 

understanding of what is communicated and how. By using interpretative content 

analysis, we will more efficiently locate negative aspects. 

 

To make the interpretative content analysis effective we thoroughly considered which 

keywords to include in our search to find the negative aspects in the report. The keywords 

used are found in Appendix 2. We base our keywords on the keywords described by Asrat 

& Ayertey (2011) which includes the generic keywords supplied by Hahn & Lülfs (2014) 

and their own keywords related to negative aspects. We also went through and read a 

sample sustainability report from our industry and added our own words related to the 

steel industry and removed words that are only related to the chemical industry that is 

Asrat & Ayertey´s (2011) choice of industry in their study. Whenever a keyword related 

to a negative aspect is found, we in turn read the paragraph to see if a negative aspect is 

disclosed. 

 

The document search function of AAR is used to identify negative aspects. We include 

all the keywords that we identified were related to negative aspects, see Appendix 2, in 

the search function. The settings of the search function are set to “match any of the words” 

for our search to be successful and to not just get results where the words are in a 

sequence. To make sure all forms of the word is included, no other setting in the program 

is used. For example, when we search for the word “waste”, due to our setting, we also 

identify the words “wastes”, “wasteful” and “wasted”. However, when we do this, we 

also get a few results of words not related to a negative aspect such as “issued” as a result 

for “issue”. These words are ignored. 

 

In stage two we identify how the company discloses the negative aspect. This includes to 

analyze if they are legitimizing or not and identifying how they legitimize. We will with 

the help of the legitimation strategies found by Hahn & Lülfs (2014) explain how the 

company legitimizes the negative aspects, and also see if we can identify other 

legitimation strategies. To know what legitimation strategy has been used to disclose the 

negative aspect we have used Table 2 developed by Asrat & Ayertey (2017) that provides 

an explanation of the typical language used in sustainability reports by companies in each 

strategy.   
 

Table 2: A summary by Asrat & Ayertey (2017) regarding how to 
identify Hahn & Lülfs (2014) strategies. 

 

 

Strategy Characteristics / 

Definition 

Typical Language 

Marginalization Make negative aspects 

seem less relevant 

Judgemental phrases and 

adjectives (no + adjective, 

minor, small, insignificant) 



23 
 

Abstraction Dilute negative aspects by 

generalizing them to the 

whole industry, which the 

organization operates in 

Vagueness and ambiguity 

(some, various, etc.) 

Indicating Facts Merely mention the 

occured negative aspect, 

without providing further 

information or explanation 

Quantification of negative 

aspects 

Rationalization Explain negative aspects by 

justifying their occurrence 

with the function of the 

practices 

Explanation of factual 

reasons (due to, caused by, 

etc.) 

Authorization Preserve their legitimacy 

by using regulations or 

regulatory bodies to 

validate negative aspects 

Specific mentioning of 

legitimizing authority or 

benchmark 

Corrective action 

 

● Without intangible 

measures on how to 

tackle negative 

aspects in future 

 

● With specific 

provision of 

measures on how to 

tackle the negative 

aspects in future 

 

 

 

Provide measures to 

mitigate and prevent the 

occurrence of the negative 

aspect in future 

Inexact, imprecise 

adjectives and phrases 

 

 

 

OR 

 

 

 

Concrete numbers, specific 

descriptions of sequences 

and processes 

 

In stage two, the type of negative aspect, if it is environmental, social conditions, 

employees, respect for human rights or counteracting corruption, is also noted. This is to 

understand if a pattern between a certain negative aspect and the use of a certain 

legitimation strategy can be found. The type of negative aspect found, and the legitimation 

strategy used is noted, quantified and saved in an excel file in order to develop diagrams 

to analyze our findings. 

 

In order to answer our research questions about the steel industry we first analyze each 

company separately and then combine the findings. Whenever we find that a company 

legitimizes a negative aspect in their reports, we note it in Excel. This data is sorted by 

what type of negative aspect it is and what type of legitimation strategy is used. Page 

number is also noted in order to be able to find the data again, for us to be able to provide 

examples and for referencing. Because our research questions investigate the steel 

industry, and not the separate companies, the data for each separate company is combined. 

This data is used to produce the figures that visualize our findings.  
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3.5 Considerations on research quality 

Qualitative research is as mentioned earlier, based on interpretive, contextual and 

subjective data. Therefore, the findings are more likely to be analyzed and investigated. 

The findings must be consistent, applicable, credible and believable if they are to be of 

any use to readers and researchers. After applying a method in the study, the analysis 

needs to be evaluated. There are various criteria’s that can be used to evaluate an 

interpretivist study, and these criteria’s can be used to assess the quality of the analysis 

(Collis & Hussey, 2014, p. 172). Lincoln & Guba (1985) suggests four different criteria’s 

that should be used to evaluate the analysis: credibility, transferability, dependability and 

confirmability.  

 

Credibility is involved with whether how confident the qualitative researcher is in the 

truth of the study’s findings. Credibility can be improved by the researcher with constant 

observation of the subject to obtain a depth of knowledge and understanding, by studying 

a subject for a longer period of time, by triangulation where the researcher uses different 

sources and ways of collecting data, and by peer reviewing from colleagues on a constant 

basis (Collis & Hussey, 2014, p. 172; Lincoln & Guba, 1985). In this study, it is fair to 

state that the credibility is acceptable. Sustainability reports have been studied extensively 

for over a month, using keywords to help navigate and find negative aspects in the reports. 

The data collected from the sustainability reports have been thoroughly checked and 

confirmed by both authors to ensure that the data collected is valid. All findings have 

been reviewed by both authors three times in order to increase the credibility and to verify 

that no human errors were made.  

 

Transferability discusses if the findings can be applied to another sufficiently similar 

situation to permit generalization (Collis & Hussey, 2014, p. 172; Lincoln & Guba, 1985). 

The findings of this study could be applied to a very similar industry, but we also 

acknowledge that it is hard to generalize our findings. Due to the nature of our report, our 

results are very specific to the steel industry, and might not have the same results if 

another researcher would do the same study but in a different industry. Generalization in 

qualitative research can be problematic since case studies and small sample sizes are used. 

According to Saunders et al. (2009), transferability of the research can be put into the 

hands of the readers, as long as the research question, context, design, findings and 

interpretations are provided. Our attempt to increase transferability is done by making 

sure that the research question, context, design, findings and interpretations are very clear, 

and easy to follow. 

 

Dependability is concerned with whether the research processes is rigorous, systematic 

and well documented (Collis & Hussey, 2014, p. 172; Lincoln & Guba, 1985). In this 

study, we have specified the process of finding how companies legitimize negative 

aspects in their sustainability reports. By explaining the process in detail, other 

researchers can follow our methodology step-by-step to recreate the research process. 

Doing this shows that we took the steps to assure dependability. We worked with 

keywords that we have altered for our industry to use as a compass, pointing us towards 

the sections with negative aspects in the sustainability reports. The process of ensuring 

the reliability of these keywords is explained in the practical methodology chapter.  

 

Confirmability talks about whether the research process has been described in an 

appropriate manner and described in a way where it is possible to assess whether the 
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findings flow from the data or not (Collis & Hussey, 2014, p. 172; Lincoln & Guba, 1985). 

The empirical data is presented clearly so readers can confirm that our conclusions derive 

from our data. The research process is explained rigorously in the methodology chapter. 

To further ensure that we are presenting our findings in an appropriate manner, our 

findings have been visualized through diagrams. 

 

3.6 Considerations on research ethics  

Research ethics is concerned with the way the research is conducted and how the findings 

are reported (Collis & Hussey, 2014, p. 30). Ethical issues are thought of and are taken 

into consideration when researching and writing this study. Our collected data is taken 

from publicly available reports, available for anyone to use, published by the companies 

we are studying. When we interpret the sustainability reports, we act in a professional and 

objective manner to remove the risk of unintentionally causing harm to the reputation of 

the companies. Our theories and background information have all been taken from 

trustworthy sources such as textbooks, scientific journals and published articles by 

reputable sources. Furthermore, no confidential information is used in any way in our 

research. The information we gather is all available through Umeå University library 

database, or publicly available on the internet. Parts of our empirical findings are based 

on Swedish legislation, and thus is trustworthy. Our study is in no way meant to harm any 

individuals or organizations involved but is in fact meant to enable a discussion about 

sustainability in the hopes of bettering our society and move towards sustainable 

development. 
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4. Empirical Data 
In this chapter we present our empirical data that we have gathered from the five 

sustainability reports that we studied. The data from each company is combined and put 

together into one, in order to answer our first research question. Firstly, we show the 

distribution of the negative aspects that have been legitimized. Secondly, we present the 

legitimation strategies that the companies use in their reports to legitimize negative 

aspects. 

 

4.1 Legitimized negative aspects 

We identified a total of 53 times where the companies legitimizes a negative aspect, see 

Appendix 3. Negative aspects of the environment are legitimized to larger extent than any 

other aspect, as seen in Figure 2. The negative aspect of environment is legitimized 34 

times. These negative aspects of environment that the companies legitimize the most are 

CO₂ emissions, air pollution in general, waste, toxic waste and pollution of water.     

 

 

Figure 2: Negative aspects 

 

The negative aspect about employees is legitimized 9 times in the sustainability reports. 

Most negative aspects involving employees we found are related to safety and accidents 

at the workplace.  

 

The negative aspect about social conditions is legitimized 4 times in the sustainability 

reports. This category of negative aspects is mostly found in the parts of the reports 

discussing discrimination and diversity.  
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The negative aspects about human rights and counteracting corruption are both 

legitimized 3 times each in the sustainability reports. When mentioned in the reports, they 

are mostly found together with the explanation of the company’s code of conduct. They 

explain how the code of conduct will counteract any forms of corruption, and how it 

emphasizes human rights.  

 

4.2 Legitimation strategies 

From the document analysis of the five companies in the steel industry we identified a 

total of 53 times where the company legitimizes a negative aspect, see Appendix 3. All 

the legitimation strategies used to disclose negative aspects explained by Hahn & Lülfs 

(2014) are found in the sustainability reports. As seen in Figure 3, the results show that 

the legitimation strategies of corrective action and marginalization are the most used 

strategies. The legitimation strategy corrective action is found in all five sustainability 

reports and the strategy marginalization is used by all companies except SSAB. 

Additionally, to the legitimation strategies identified by Hahn & Lülfs (2014) we 

identified one additional strategy that explains how companies in the Swedish steel 

industry legitimize negative aspects in their sustainability reports. The newfound 

legitimation strategy is called “Balancing”. 

 

 

Figure 3: Distribution of legitimation strategies 

 

Corrective action is the most used legitimation strategy. This strategy is used 28% of all 

the times the companies legitimize a negative aspect, with a total amount of 15. An 

example of this strategy is taken from the sustainability report of Boliden and follows: 

“Boliden takes responsibility for the impact of its operations and works proactively to 

counter losses in biodiversity and ecosystem services (Boliden, 2019, p. 42).” The report 

then continues and describes in detail how they are and will work proactively in the future 
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to reduce the negative aspect making it a type two corrective action strategy. In this 

example the company shows the negative environmental aspect (loss of biodiversity and 

ecosystem services) and the future measures that the company will take in order to reduce 

and eliminate this negative aspect. The legitimation strategy corrective action is mostly 

used within the environmental negative aspect. It is also important to highlight that 

corrective action is the only legitimation strategy that is used to legitimize all the negative 

aspects.  

 

In the sustainability reports, type two corrective action strategy is used to a higher degree 

which can be seen in Table 3. Type two of this strategy is a more detailed explanation of 

how the company will prevent the negative aspects from occurring in the future. The type 

one corrective action strategy however relates to more vague descriptions and statements 

without exact tangible measures on how to tackle the problem. By companies using the 

type two corrective action strategy they show in greater detail how they will solve the 

negative aspect and thus gives the reader a better understanding of how the process of 

tackling the negative aspect will be. 

Table 3: Types of Corrective action 

Corrective action Type 1 Type 2 

Environment 4 4 

Social conditions 2  

Employees  1 

Respect for human rights  1 

Counteracting corruption  3 

 

Marginalization is the second most used strategy that companies use to legitimize 

negative aspects of their operations. This strategy is used 23% of all the times companies 

legitimize a negative aspect, with a total amount of 12. The strategy is mostly used 

together with the environmental negative aspect. An example of Marginalization is from 

the sustainability report of Outokumpu: with the heading “No significant environmental 

incidents”, where they further explain that Outokumpu’s target is to have no significant 

environmental incidents, and that the company has had no significant incidents for many 

years (Outokumpu, 2019, p. 16). This is marginalization strategy due to Outokumpu’s 

way of evaluating what is significant and what is not. They argue that there have been 

incidents, but none of them were considered to be significant enough to mention. By 

phrasing it this way, Outokumpu downplays the incidents that happened by saying it is 

not important enough to mention. The environmental incidents that happened might be 

considered significant for many of their stakeholders, but by legitimizing it with 

marginalization strategy they make it seem non-relevant.  

 

From our document analysis we identified eight times when the legitimation strategy 

authorization is used, making it the third most used strategy. This strategy is only found 

when the company discloses negative aspects related to the environment. They legitimize 

negative aspects, for instance chemical released into the soil, water or air, by explaining 
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that this is in line with current legislation and limits set by law. When companies use this 

strategy, they tend to first explain the negative aspect and then mention that it is in line 

with current legislation. The companies referred to both Swedish and European Union 

law as well as national legislation from countries where they have operations abroad. This 

strategy is a way to show that the negative aspect of their operation is allowed by 

authorities and therefore implicitly explains that the negative aspect is accepted by 

society. This example is from SSAB where the strategy authorization is used: “The 

greenhouse gases produced in the Nordic steel production are within the scope of the 

European Emission Trading System (SSAB, 2019, p. 72).” SSAB, the largest producer of 

greenhouse gases in Sweden, legitimizes their negative aspects of greenhouse gas 

emission and shows that it is in line and granted by what the European Union system 

allows. The negative aspect of greenhouse gases is therefore approved and legitimized by 

an authority, the European Union.  

 

Rationalization is another legitimation strategy that companies use to legitimize their 

negative aspects, and this is found six times in the reports. This strategy is only used 

together with the environmental negative aspect. One example of the more obvious uses 

of rationalization strategy in the reports is found in Sandvik’s sustainability report: “For 

2018, Sandvik had set a target to reduce its energy usage by 1.5 percent and to reduce 

carbon emissions by 2.2 percent. The energy usage was reduced by 1.7 percent and carbon 

emissions were reduced by 0.9 percent. The carbon target was not met, due to increased 

production (Sandvik AB, 2019, p. 38).” Sandvik legitimizes the environmental negative 

aspect by showing, or justifying, the benefits that the action provides. In this example, 

Sandvik justifies not meeting their carbon emission targets in 2018 due to the increase in 

production.  

 

The legitimation strategy indicating facts is identified four times in the reports. The 

strategy is used together with negative aspects of environmental, social conditions and 

employees. A clear example that shows how the strategy is used in the reports is found in 

SSAB’s sustainability report and it follows: “The absentee rate at SSAB in Sweden was 

for men 3.0% (2.2%) and for women 1.3% (1.7%). In Finland the corresponding figures 

were 4.7% (3.8%) and 0.7% (1.6%) (SSAB, 2019, p.86).” The absentee rate for men in 

Sweden and Finland has both increased compared to the previous year and SSAB 

legitimizes it by not justifying or explaining the increase. This creates a challenge for the 

reader of the report to understand the significance of the negative aspect reported. 

 

The legitimation strategy abstraction is identified twice in the reports. The strategy is only 

identified together with the environmental negative aspect. One of the examples for the 

abstraction strategy is found in SSAB’s sustainability report and it follows: “Today with 

the current technology, it is impossible to produce steel without generating CO₂ emissions 

(SSAB, 2019, p. 98).” By saying this, SSAB generalizes the negative aspect, CO₂ 

emissions, as being prevalent in the whole industry. This dilutes the association between 

SSAB and the negative aspect by depicting it as a collective challenge for the entire 

industry.  

 

From our document analysis we identified a new strategy that explains how companies 

legitimize negative aspects in sustainability reports. This strategy is named the balancing 

strategy. This strategy is used to legitimize negative aspects related to environment and 

employees and is found a total of 6 times. Balancing strategy is used to legitimize the 

negative aspect of environment and employees. The strategy legitimizes the negative 
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aspect by portraying a positive improvement of the same negative aspect. By showing the 

positive improvement together with the negative they are balancing the negative 

information and shifting attention to show that they are actually doing good in this aspect 

too. This initiative to balancing the negative aspect with a similar positive improvement 

is a legitimacy strategy. One example is from LKAB: “In 2018 the number of accidents 

fell in parts of the operations, but the very worst also occurred when a person lost her life 

at LKAB’s operations in Svappavaara (LKAB, 2019, p. 45).” The company does not 

legitimize the death of an employee but instead legitimizes the employee negative aspect 

in general. This is because in connection to the negative aspect the company explains a 

positive improvement related to the same topic, accidents. This is a way for the company 

to repair or maintain its legitimacy. By showing that the company has made a positive 

improvement related to the same negative aspect they shift attention and balance up the 

negative aspect. 

 

Another example of the legitimation strategy balancing is from SSAB´s sustainability 

report. It is as follows: “Overall the development in safety was negative, despite safety 

having the highest priority and extensive efforts undertaken to improve safety and the 

company's safety culture. However, SSAB Americas division made good progress in 

safety and decreased the amount of LTIs by 40% (SSAB, 2019, p. 85).” LTIs is short for 

lost time to injury and is defined as any work-related injury that results in not being able 

to return to work the next calendar day (SSAB, 2019, p. 85). The negative aspect is that 

LTI has increased for the whole organization. This negative aspect is legitimized by it 

being balanced by a positive improvement to show that the company is also doing good 

in this aspect too, in the Americas division. The positive LTI improvement of the 

Americas division is reported in connection with the overall negative LTI aspect of the 

organization. This is a way for the company to repair or maintain its legitimacy caused 

by disclosing the overall negative aspect of the LTI increase. This shifts attention from 

the negativity of the aspect by showing that they also have made positive improvements 

in parts of the company.  

 

To summarize, Swedish companies in the steel industry legitimize negative aspects by 

using the legitimation strategies of marginalization, abstraction, indicating facts, 

rationalization, authorization, corrective action and balancing. All strategies identified in 

our theory are used at least twice. We found that some strategies are used to a higher 

extent than others. For example, the most used legitimation strategy corrective action is 

used 15 times, compared to the least used legitimation strategy abstraction that is used 

twice. The environmental negative aspect is legitimized the most by companies in the 

steel industry. Additionally, a new legitimation strategy named balancing is identified to 

explain how companies in the Swedish steel industry legitimize negative aspects.  

 

  



31 
 

5. Analysis 

In this chapter we present our analysis of the empirical data in order to answer our 

research questions. The legitimation strategies that are identified will be presented 

together with the negative aspects, in order to answer both of our research questions.  

 
 

Our first research question “How do Swedish companies in the steel industry legitimize 

negative aspects of their operations in their sustainability reports?” is answered by 

confirming that companies do in fact use the legitimation strategies introduced in our 

theory chapter to legitimize negative aspects in their sustainability reports. As mentioned 

in our empirical data, we identify 53 different occasions where the five companies from 

the Swedish steel industry use legitimation strategies. All strategies introduced are used 

at least twice, and an additional strategy that we named “Balancing” is also identified.  

 

Balancing is the newly identified legitimation strategy and is used when an aspect can be 

measured in different ways. In the first example, from LKAB´s sustainability report, 

given in the empirical data chapter, it shows that accidents can be measured in different 

ways. In the example it discloses a negative aspect, the death of an employee from an 

accident, and a positive improvement, that total accidents decreased in parts of the 

operations. The reason companies choose to disclose positive information along with the 

negative, is from our understanding, to depict that the company is also doing good in this 

aspect and to balance the negative aspect. This is a new strategy due to it being different 

than the other legitimation strategies. Arguably, one similar strategy to balancing strategy 

is the legitimation strategy rationalization. The two strategies could be similar due to both 

strategies showing positive information in relation with the negative aspect disclosed. The 

main difference between them is that rationalization strategy justifies the occurrence of a 

negative aspect by its economic benefit, while balancing strategy legitimizes the negative 

aspect with a positive improvement. While rationalization strategy only focuses on 

justification with economic benefits, balancing strategy is more general and balances the 

negative aspect with a positive improvement in the same area. 

 

The legitimation strategy balancing is only used to legitimize the negative aspects of 

environmental and employees. We believe that this is due to the companies measuring 

the impact on the environment and negative aspects related to employees in different 

ways. Thereby, if the company has a negative aspect, they can disclose a positive 

improvement of the same negative aspect to balance the negativity and thus repair or 

maintain their legitimacy. We believe that we do not find this strategy in the other aspects 

due to the companies not measuring these aspects to the same extent and detail, and these 

aspects are therefore harder to balance. For example, we identify that the negative aspect 

of counteracting corruption is only disclosed as how many incidents of corruption have 

occurred during the year. In comparison, the negative aspect related to employees is 

disclosed in different ways ranging from amounts of deaths to total number of sick leaves. 

Due to environmental and employees’ aspects being measured in different ways, they are 

easier to balance and legitimize with the balancing strategy. 

 

The silver lining effect can explain why companies choose to disclose positive 

improvements in connection with negative aspects. Like the silver lining effect, the 

balancing strategy is about negative information accompanied by positive information. 

The silver lining effect focuses on outcomes that consist of a loss and a smaller gain, e.g. 
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a company making a net loss but separately disclosing the information about the 

operations that made a gain (Jarnebrant et al., 2009, p. 3). The smaller gain is written 

separately in connection to the loss, negative aspect, to provide a silver lining (Jarnebrant 

et al., 2009, p. 3). According to Jarnebrant et al. (2009, p. 2) the silver lining of the gain 

has a beneficial impact compared to if they only disclosed the loss. For example, a mutual 

fund that posts a loss for the year would be better perceived by investors if they 

accompany the information with the portions of the portfolio that made a gain. This is 

similar to what we have seen in the sustainability reports, where a negative aspect is 

accompanied with a related positive improvement in order for the company to repair or 

maintain their legitimacy.  

     

Because the first research question is answered by identifying how companies legitimize 

negative aspects in their sustainability reports, we can further incorporate any patterns we 

find, both to answer our second research question and to strengthen our first answer. This 

is because any patterns identified will increase the understanding of how a company 

legitimizes negative aspects in their sustainability report.  

 

From our results we identify four clear patterns, as can be seen in Figure 4. The first clear 

pattern is that corrective action is used to legitimize all types of negative aspects, making 

it the only strategy to do so. The second clear pattern is that corrective action is the only 

strategy that is used to legitimize negative aspects of counteracting corruption. 

Authorization and rationalization are only used to legitimize environmental negative 

aspects and are our third and fourth clear patterns that we identify. 

 

Figure 4: Legitimation strategies and negative aspects 

 

The first clear pattern we identify is that corrective action is the only legitimation strategy 

that is used to legitimize every negative aspect, as seen in Figure 4. This shows that this 
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strategy has a major role in legitimizing negative aspects in sustainability reports. In 

regard to the environmental negative aspect, which is the most occurring negative aspect 

in all sustainability reports, corrective action is tied together with authorization for being 

the most used strategy to legitimize this aspect. We think the occurrence of corrective 

action as a legitimation strategy is due to the simplicity of it. If any negative aspect needs 

legitimizing, it is easier to explain how, or that they are, preventing it in the future, than 

to explain why it happened. We also think that corrective action as a strategy is a good 

way for companies to acknowledge a problem that is either current or potential. We also 

think it is a good sign that the strategy the companies mostly use is corrective action. This 

is because it portrays the company’s future actions and work related to company 

responsibility and sustainable development. 

 

The second clear pattern we identify is that corrective action is the only strategy used to 

legitimize the negative aspect of counteracting corruption. In a similar fashion to 

corrective action being the most extensively used strategy and apparent in all the negative 

aspects it shows that the company wants and works toward preventing the negative aspect 

in the future. We believe that the occurrence of only corrective action being used in this 

aspect most likely means that the companies are doing a good job in working with 

preventing corruption in the workplace. This is supported by the fact that only type two 

corrective action is used to legitimize negative aspects related to corruption, see Table 3. 

This is because it provides more specific measures on how to tackle the negative aspect 

in the future compared to the type one corrective action strategy.  

 

No pattern is found between the type of negative aspect and if the company uses type one 

or type two corrective action strategy other than that both are mostly used to legitimize 

negative aspect of environment. This may be related to environment being the most 

legitimized negative aspect, see Figure 2. 

 

The third clear pattern we identify is that authorization strategy is only used to legitimize 

environmental negative aspects. Although it has only been used to explain environmental 

negative aspects, the occurrence of the strategy is tied with corrective action as the most 

used strategy in the environmental negative aspect. We believe that authorization is only 

used in environmental negative aspects due to the nature of the strategy. There are many 

laws and regulations regarding environmental aspects such as emission limits, limits of 

chemicals in water discharge and other similar regulations set by authorities. These limits 

allow companies a certain amount of environmental negative aspects and can refer to 

authority to legitimize these aspects. For other negative aspects, companies can not refer 

to authority in the same way. For example, when it comes to an environmental negative 

aspect a company can be allowed by national legislation to have a certain amount of 

chemicals in their discharged water. However, when it comes to the negative aspect of 

human rights no authority allows a certain amount of child labor on the workplace. 

Thereof, companies can not refer to authorities in the same sense for the other aspects and 

the use of authorization is only found in negative environmental aspects. 

 

Like the authorization strategy, the fourth clear pattern we identify is that rationalization 

strategy is only used on environmental negative aspects. As shown in our empirical data, 

an example of the rationalization strategy in the Swedish steel industry is when a company 

justifies not meeting a carbon emission target because of an increase in production. 

Companies may define a negative aspect as normal, or just “the way things are.” We feel 

that this strategy is only used in the environmental negative aspect due to the strategy 
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being more difficult to use in other aspects. If a company from the Swedish steel industry 

justifies a negative aspect such as corruption or human rights, with an increase in 

production or just by rationalizing it by saying its normal in the industry, then the 

company’s reputation will most likely be faced with severe consequences. For example, 

a company justifying child labor by its increase in production and economic benefit would 

be more severe to the company’s legitimacy than if there is a significant yearly increase 

of CO₂ emissions. This is because child labor has a more direct effect that can be seen, 

harming the person involved directly, while CO₂ emissions has a more indirect and long-

term effect that cannot be seen immediately and is more difficult to relate to. Due to this, 

we think that the environmental negative aspect is the only negative aspect that would be 

deemed acceptable to legitimize when using the rationalization strategy.  

 

The environmental negative aspect is legitimized to a larger extent than the other aspects 

which is explained by looking at the characteristics of the steel industry. By looking at 

Figure 2 in our empirical data chapter, it is fair to say that the environmental negative 

aspect is the most prevalent in the sustainability reports that we studied. As explained 

earlier when introducing our research questions, the steel industry is the industry with the 

highest CO₂ emissions within Sweden (Naturvårdsverket, 2018) and the steel industry is 

part of the heavy industry which is one of the industries with the largest negative effect 

on the environment (Burby, 1999). Because of this, it is logical that the environmental 

negative aspects are legitimized the most in these sustainability reports.  

 

Additionally, we identify two vague but potential patterns. The first of these findings are 

that the same top three used legitimation strategies overall are also the most used in the 

environmental aspect. These legitimation strategies are corrective action, marginalization 

and authorization. The second pattern is that abstraction is only used to legitimize 

negative environmental aspects.  

 

To legitimize the environmental negative aspect, marginalization, corrective action and 

authorization are mostly used. As seen in a larger context these are the same legitimation 

strategies that are the most used strategies in general when considering all negative 

aspects. Because the environmental negative aspect is the most legitimized aspect, it is 

understandable that these three strategies would be most occurring in this negative aspect. 

This is vague due to the extensive findings of negative environmental aspects. Because 

these three legitimation strategies are the most used overall, it is expected for them be the 

most used strategy in the most legitimized negative aspect. We think that if the negative 

aspects were more evenly distributed, it would be more apparent if this is an actual clear 

pattern or not. 

 

Another vague pattern identified is the use of abstraction as a legitimation strategy. It is 

only used in legitimizing negative environmental aspects and is not used in any other 

negative aspects. We found that this legitimation strategy had very little importance, due 

to the strategy only being used twice to legitimize negative aspects in all the reports.  

 

Furthermore, we found no patterns between any legitimation strategy and the negative 

aspects of social conditions and respect for human rights.  

 

To summarize, our first research question is answered by showing how companies in the 

Swedish steel industry are legitimizing their sustainability reports. We show that the 

legitimation strategies of marginalization, abstraction, indicating facts, rationalization, 
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authorization, corrective action and balancing are used, some to a higher extent than 

others. To further strengthen the answer to the first research question, and to answer our 

second research question, we analyzed the patterns between the identified legitimation 

strategies and the type of negative aspect reported. We found four clear patterns that show 

the relation between the type of negative aspect reported and the type of legitimation 

strategy used. Additionally, two other patterns are found, but they are vague.  
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6. Conclusion  
In this chapter we will conclude our findings from the analysis, self-criticize and make 

recommendations for future research. 

 
 

The purpose of this study is to understand how Swedish companies in the steel industry 

legitimize negative aspects of their operations in sustainability reports and to understand 

if there is a pattern between the type of negative aspect disclosed and the type of 

legitimation strategy used. To fulfill this purpose, we have answered our two research 

questions by analyzing the sustainability reports of Sandvik, SSAB, Boliden, LKAB and 

Outokumpu. Our first research question is: How do Swedish companies in the steel 

industry legitimize negative aspects of their operations in their sustainability reports? Our 

second research question is: Is there a pattern between the type of negative aspect reported 

and the type of legitimation strategy used? 

 

Our first research question is answered by Hahn & Lülfs (2014) legitimation strategies 

and our new legitimation strategy, balancing. Balancing is used to legitimize a negative 

aspect by portraying a positive improvement of the same negative aspect. The companies 

legitimize their disclosed negative aspects by using the legitimation strategies of 

marginalization, abstraction, indicating facts, rationalization, authorization, corrective 

action and balancing. These findings show that the companies are using some type of 

strategies to disclose negative aspects to create, repair or maintain legitimacy in order to 

minimize their legitimacy gap. Our findings confirm that Hahn & Lülfs (2014) strategies 

to explain how companies legitimize negative aspects in sustainability reports are also 

applicable to the Swedish steel industry. However, by identifying the balancing strategy, 

we can conclude that Hahn & Lülfs (2014) strategies are not enough to explain how 

negative aspects are legitimized in the Swedish steel industry. 

 

Our second research question is answered by us identifying four clear patterns between 

the type of negative aspect reported and the legitimation strategy used. The patterns 

identified also improve the quality of the answer to our first research question. This is due 

to the research questions being connected, where any pattern identified will also provide 

an additional answer on how Swedish companies in the steel industry legitimize their 

negative aspects in their sustainability reports. The first clear pattern is that corrective 

action strategy is used to legitimize all negative aspects. The second clear pattern we 

found is that corrective action is the only legitimation strategy used to legitimize negative 

aspects related to counteracting corruption. The third and fourth clear patterns are that 

authorization and rationalization are only used to legitimize negative aspects related to 

the environment. Additionally, we found two more patterns, but they are vague as 

explained in our analysis. 

 

6.1 Self criticism 

The findings of this study are limited to the steel industry since this is the industry chosen 

to answer our research questions. It is therefore difficult to generalize our findings to other 

industries within Sweden that do not have similar characteristics concerning negative 

aspects. Another thing to mention is that even if another researcher were to replicate our 

research in the same industry, it might lead to different results. This is due to the nature 
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of an interpretivist study, and due to companies possibly changing strategies and focus in 

their sustainability reports in the future.  

 

Another general drawback to this study that is important to mention is that there is a 

chance that not all negative aspects have been identified. Using keywords to help us locate 

these negative aspects does increase the reliability of the data collection, but still does not 

make it completely reliable. By using keywords to find negative aspects we may have 

missed negative aspects that did not contain one of our keywords. This is one of the 

drawbacks that is associated with doing a content analysis.  

 

6.2 Contribution of the study and future research 

Additionally, to identifying Hahn & Lülfs (2014) legitimation strategies we identified a 

new legitimation strategy, balancing. This legitimation strategy is a theoretical 

contribution for future researchers. This is a legitimation strategy seen in the Swedish 

steel industry and future researchers can bear it in mind when analyzing other similar 

industries. Because the annual reporting law (Sw.: Årsredovisningslagen) (SFS 

2016:947) just recently influenced sustainability reporting, contributing new theory and 

research in this field of study is highly relevant and important.   

 

This study gives a further understanding of sustainability reports of Swedish companies. 

We have shown that companies tend to portray negative aspects in a more positive way 

than what is the case. These strategies that companies use can change the attitudes of 

stakeholders towards the company and affect stakeholder’s investment, purchase and 

employment decisions. By us explaining how companies legitimize their negative 

aspects, stakeholders can use this information to critically read the report and not be 

deceived by concealed and whitewashed sentences.  

 

From our research it is clear that companies use legitimation strategies when reporting 

negative aspects. This can be seen as a problem since it hinders stakeholders 

understanding of the company operations. By companies purposely using these strategies 

they decrease the transparency of the sustainability reports. This leads to the purpose of 

sustainability reports being diminished. The meaning of disclosing their work towards 

sustainable development is lost and the report is instead just used as a way for companies 

to gain legitimacy. Therefore, these legitimation strategies can hinder sustainability 

reports from being as transparent as they should be, and ultimately slow down our 

progress towards a sustainable development. 

 

Future researchers are encouraged to increase the understanding of sustainability reports. 

This is in order to know how to increase the quality of the reports for it to be an honest 

description of a company’s impacts and contributions to sustainable development. What 

is interesting is to see if the legitimation strategies identified in the steel industry can be 

generalized to all industries in Sweden. Additionally, we suggest to analyze an industry 

where the negative aspects have a more even spread, in contrast to our study where the 

environmental negative aspect was dominant. 
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Appendices 
 

Appendix 1: Company revenue ranking 

 

Rank 2018 Company Revenue (million SEK) 

1 AB Sandvik Materials 

Technology 

100 072 

2 SSAB AB 74 941 

3 Boliden Group 52 454  

4 LKAB 25 892 

5 Outokumpu Stainless AB 12 991 

 

Appendix 2: Keywords related to negative aspects 

 

Keywords related to negative aspects 

Accident Criticize  Incident Requirement 

Adverse Damage Injury Resign 

Allege Deviation Issue Risk  

Avoid Died Lawsuit Safety 

Aware Discrimination Litigation Security 

Banned Effluents Loss Sick 

Case Emission Minimize Situation 

Cease Erosion Mitigate Spill 

Challenge Fatal Negative Standards 

Child Fraud Penalty Suspect 

Claim Hampered Pollution Terminate 

Clean Harmed Protection Toxic 

Complaint Hazard Recall Unethical  
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Concern Hurt Recurrence Violation 

Conflict Illness Reduce Waste 

Contamination Impact Regret Wastewater 

Corrected Improve  Remedial Whistleblower 

Corruption Inadequate  Reported  

 

 

Appendix 3: All identified legitimized negative aspects 

 

Company 
Page 

number 
Type of negative aspect Type of legitimacy strategy 

Sandvik 7 Employees Marginalization 

Sandvik 14 Environment Corrective action type 2 

Sandvik 30 Counteracting corruption Corrective action type 2 

Sandvik 36 Social conditions Corrective action type 1 

Sandvik 37 Employees Marginalization 

Sandvik 37 Respect for human rights Marginalization 

Sandvik 38 Environment  Rationalization 

Sandvik 38 Environment  Balancing  

SSAB 66 Environment  Authorization 

SSAB 66 Environment Authorization 

SSAB 71 Environment  Corrective action type 1 

SSAB 72 Environment  Authorization  

SSAB 75 Environment Corrective action type 1 

SSAB 85 Employees Balancing  

SSAB 86 Employees Indicating facts 

SSAB 90 Environment  Indicating facts 

SSAB 98 Environment Abstraction 

Boliden 10 Employees Balancing  

Boliden 11 Environment Marginalization 

Boliden 39 Environment  Authorization 

Boliden 39 Environment Authorization 

Boliden 42 Environment Authorization 

Boliden 42 Environment Corrective action type 2 

LKAB 41 Environment  Corrective action type 2 

LKAB 43 Employees Balancing  
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LKAB 44 Employees Marginalization 

LKAB 44 Social conditions Indicating facts 

LKAB 44 Social conditions Corrective action type 1 

LKAB 44 Counteracting corruption Corrective action type 2 

LKAB 45 Employees Balancing  

LKAB 47 Respect for human rights Corrective action type 2 

LKAB 54 Environment Abstraction 

LKAB 55 Environment Corrective action type 2 

LKAB 56 Environment Authorization 

Outokumpu 4 Environment  Authorization 

Outokumpu 4 Environment  Marginalization 

Outokumpu 6 Employees Corrective action type 2 

Outokumpu 9 Counteracting corruption Corrective action type 2 

Outokumpu 10 Respect for human rights Marginalization 

Outokumpu 10 Social conditions Indicating facts 

Outokumpu 12 Environment Rationalization 

Outokumpu 13 Environment Rationalization 

Outokumpu 13 Environment  Balancing  

Outokumpu 14 Environment Marginalization 

Outokumpu 15 Environment  Marginalization 

Outokumpu 15 Environment Marginalization 

Outokumpu 15 Environment  Marginalization 

Outokumpu 15 Environment Marginalization 

Outokumpu 15 Environment Corrective action type 1 

Outokumpu 16 Environment Corrective action type 1 

Outokumpu 16 Environment Rationalization 

Outokumpu 16 Environment Rationalization 

Outokumpu 17 Environment Rationalization 

 


