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Abstract 
This thesis is a qualitative case study on how Swedish companies operating in global value 
chains percieve their level of transparency concerning social- and environmental aspects, and 
how they manage this work. The thesis contributes to existing literature since it draw attention 
to the role of transparency concerning social- and environmental aspects and study how 
companies operating in global value chains actually perceive their level of transparency. The 
analysis and results in this thesis is based on interviews with sustainability experts within five 
different Swedish companies operating in global value chains. The companies in this study 
differ in size and belong to different industries. The result shows that companies in this study 
do not perceive transparency as an issue in itself; rather the ability to control the chains has an 
impact on the level of transparency. The level of control seems to depend on resources and 
stakeholders pressure, and differ depending on industry and size of the company. In this 
study, the larger companies have more resources to control their chains than the smaller 
companies and therefore they have a higher level of transparency. 
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1. INTRODUCTION 
This section introduces the background and a problem discussion, the contribution of this 
thesis, the research questions, the delimitations of this study and finally the structure of the 
thesis. 

1.1 BACKGROUND 
International trade has been of great importance during the past hundred years, but as the 
technology for communication and transportation has improved, the way companies operate 
and positioning themselves in the global market has changed. It has become easier (and less 
expensive) to communicate and transfer information all over the world, but also easier to 
transport goods and services between countries and regions. Due to this change, and the 
development of global standards, the concept of global value chains has emerged 
(Tillväxtanalys, 2012). 

A value chain is the set of value-adding activities transforming a product or service from its 
basic input to its final output of production, including delivery to the final consumer 
(Kaplinsky & Morris 2001). A global value chain (GVC) is a value chain spread over several 
countries and by being a part of a GVC companies can become more specialized. When 
countries are involved in global value chains it increases trade and the direct investments in 
these countries. These chains increase the efficiency, which in turn leads to lower price and 
the ability to create a bigger market, and hence increase the total production (Tillväxtanalys, 
2012). The concept of GVCs became relevant during a time when trade barriers where falling 
and when WTO emerged (Gereffi 2014). This made it possible for countries to start 
collaborating and to become more specialized in different part of the production processes. 
For example, the access to low-skilled labor in developing countries made it more beneficial 
for companies in the western world to start import garments from these countries (Gereffi et. 
al 2001).  

At the same time as global value chains have emerged, it has become important for companies 
to show external stakeholders how they are performing. Companies have to be transparent in 
what they are doing since this in the end can influence customers purchasing behaviour. Due 
to this, companies have to be able to communicate, in a simple and clear way, the on-going 
activities within the organization and this information has to be easily accessible to external 
stakeholders. (Arnaboldi et. al 2014)  

Furthermore, a company has to take responsibility for the economic, social and environmental 
impacts occurring from their operations (Dubbink et. al 2008). One way of doing this is to 
implement CSR (Corporate Social Responsibility) in their business plans. CSR can be defined 
as “private firms doing more than they are required to do under applicable laws and 
regulations governing the environment, worker safety and health, and investments in the 
community in which they operate” (Portney 2005, p.108). A company successful in CSR 
performance has to be transparent in order to show stakeholders how they differ from other 
companies (Dubbink et. al 2008).  

The level of transparency is depending on stakeholders’ pressure and can differ from industry 
to industry (Fernandez-Feijoo et. al 2013). The importance of environmental and social 
responsibility drivers is not only a matter of ethical behaviour, but also a way to increase the 
enterprise value. These drivers are likely to have a positive impact on the company’s image 
and in some cases even the purchasing behaviour for customers (Arnaboldi et. al 2014). The 
Global Reporting Initiative (GRI) is the most acceptable standards of reporting sustainability 
worldwide and it gives enterprises a framework for credible sustainable reporting (PwC 
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2012). The GRI framework consists of several indicators, which aim to measure labor 
practices and decent work, human rights, social-, and environmental aspects. These measures 
will contribute to more transparency regarding economic, environmental and social impacts 
(Global Reporting Initiative 2011). 

1.2 PROBLEM DISCUSSION 
It has been argued that companies in more developed countries outsource their production to 
the less developed world to achieve a cost advantage (Plats et. al 2010). Other reasons for 
outsourcing the production is because it is easier for a firm to switch suppliers and enables 
companies to be more flexible to respond to external environmental changes (Gilley & 
Rasheed 2000). However, when low-cost countries become more developed outsourcing 
becomes more expensive (Fang et. al 2010). Recently, General Motors Co. announced they 
stop their production in Indonesia due to increasing costs for material and lower scale effect 
(The Detroit News 2015).  

According to Transparency International (TI) many of the world’s largest listed companies do 
not disclose enough information about their financial performance outside their home 
countries, and in some cases they do not disclose them at all. By not disclosing this type of 
information, companies prevent citizens to actually evaluate them. Furthermore, according to 
TI, many companies are not prepared for the new transparency rules, which will be enforced 
by the European Union in July 2015. These new rules will force companies to report their 
activities on a country-by-country basis. In the report, TI recommends civil societies 
organisations to demand more transparency from multinational companies (Transparency 
International 2014). 

The consequences for not having a transparent business can damage companies. In 2006 the 
German company Siemens suffered a great loss in trust when it was discovered that the 
company had spent 420 million euros on “‘phoney consultant’ contracts, false bills and shell 
firms” in order to pay bribes. When this was brought to light, the trustworthiness of the 
company was razed. Not only because shareholders and investors trust was shattered, but also 
the public trust was affected. This scandal forced Siemens to implement new strict rules, anti-
corruption processes and a revision of its bank accounts, documents and transactions. In the 
end, Siemens cost for this scandal was 2.5 billion euros (Graham & Gillespie 2012). 

As in the case of Siemens, the lack of transparency can create a huge damage for a company. 
The report from Transparency International show that many of the world’s international 
companies today fail to disclose some or all their activities outside their home countries. This 
is an indication that transparency cannot be taken for granted and therefore this is an 
important subject to study. 

Due to the emergence of global value chains, which have led to more actors involved, but also 
an increased need for control and coordination over the manufacturing process (Gereffi 2014), 
and the fact that far from all businesses satisfy their stakeholders in terms of transparency, one 
can assume that transparency in global value chains can create some barriers for companies. 

1.3 CONTRIBUTION OF THIS THESIS 
The aim of this study is to investigate how companies in global value chains perceive the 
transparency process. Studies about global value chains have mainly focused on why they 
exist and how to governance them, (see for example Gereffi et al (2005), Grunsven (2009), 
Humphrey and Schmitz (2000)). In these studies, the importance of governance is discussed 
since it is considered to be crucial for how the production is distributed and the returns to the 
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different actors in the chain. By governing a chain a specific lead firm can exercise power 
over other parties in the chain and hence lower transaction costs, prevent entry into the market 
and increase economic returns (Grunsven 2009). 

The purpose of this thesis is to contribute to the existing literature by drawing attention to the 
role of transparency for a business value creation (and hence economic value creation) and the 
possible challenges transparency can create for companies operating in global value chains 
(due to the complexity of these chains). Companies today are expected to disclose a lot of 
information about their businesses and the decisions they make. Further, businesses have to 
implement CSR strategies in order to sustain competitive in the market and earn future profit 
(Maloni & Brown 2006). This could be challenging when different parties are involved and 
when a lead firm has to control the different steps in the chain. With this in mind, one can 
assume the complexity of these chains affect the business decisions in a way, which might 
affect the economic outcome for both companies and societies. By using the contents of GRI 
framework, which is a worldwide accepted framework for sustainability reporting, I will in 
this study focus on transparency regarding labor practices and decent work, human rights, 
social- and environmental aspects. 

I will investigate this by performing case studies on five Swedish companies operating in 
global value chains. Since these chains play an important role for the international 
competitive environment and affect the Swedish business environment (and the whole 
economy), is it of importance to gain a deeper understanding how the Swedish companies 
experience this. 

1.4 RESEARCH QUESTIONS 
• How do companies in global value chains react in response to the increased need for 

transparency and how do they perceive the increased need for transparency? 
 

• What kind of barriers are the companies in global value chains facing in terms of 
transparency? 

o How do they manage the transparency concerning wages, work practices and 
conditions? 

o How do they manage the transparency concerning child– and forced labor? 
o How do they manage the transparency concerning the environmental impact? 

1.6 DELIMITATIONS 
This thesis will focus on transparency concerning social- and environmental aspects. How 
companies disclose their financial data are not the focus in this study. Hence, conclusions on 
how companies handle transparency in general cannot be drawn; the conclusions are limited 
to social- and environmental aspects. Further, the case study approach will not allow me to 
draw any general conclusions, but this is not the aim of this study. The aim is to gain an 
understanding for how these selected companies perceive and reason about these questions. 
 

1.7 THE STRUCTURE OF THE THESIS 
The structure of this thesis will be as follows: First, a review of relevant theories and previous 
research about the concept of global value chains are presented. Second, I present the research 
methodology and in the last part of the thesis I present the results and the analysis, before 
ending this thesis with a conclusion and suggestion for further research. 
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2. THEORETICAL FRAMEWORK AND PREVIOUS STUDIES 
In this section, I will describe the theories I have chosen to use for study my research 
questions. I will start to describe the concept of global value chain and the connection with 
transparency. I will use the theory of transactions cost economics since this theory gives an 
explanation how companies decide where to locate their production (Gereffi 2014). Further, I 
will introduce the decision of ‘make-or-buy’ and in the last part of this section I describe the 
connection between social responsibility and performance. 

2.1 GLOBAL VALUE CHAINS AND TRANSPARENCY 
A global value chain (or a global community chain as it first was called) is “the full range of 
activities that are required to bring a product from its conception to its end use and beyond.” 
(Grunsven 2009, p.539). 

One of the researchers in this field is Gereffi and according to Gereffi et al. (2001), the 
concept of global value chains (GVC) has emerged during the last three decades. This 
emergence has been due to the increased interest among researchers in tracking the spread of 
industries in the world, and to study the affect this might have on companies and countries. 
The starting point for GVC development was during the 1960s and 1970s when the 
automobile industry started to grow rapidly and due to the complexity of these products the 
production was spread over different locations. But it was first in the 1980s when companies 
in the western world started to collaborate with companies in the developing world (due to 
lower labor costs) that GVCs really started to become a topic in the academic field. (Gereffi et 
al 2001) 

The concept of GVCs can be seen as an ‘input-output system’, where value-added activities 
are linked through a chain involving different actors in order to realize a product or a service. 
The governance structure in these chains describes how different activities are coordinated 
and controlled. Some actors in the chain have more power than others and hence set the 
‘rules’ for other parties in the chain (Grunsven 2009). For example, when companies in the 
western world started to collaborate with companies in the developing world in the 1980’s, 
companies in these countries entered as an intermediate producer or to finalize products 
(Gereffi et. al 2001). Furthermore, geographical conditions, social and institutional 
environment influence the possibility for companies to spread their production (Gereffi et. al 
2005). 

By using GVC analysis researchers are able to examine how large corporations manage their 
suppliers, how they consort their global activities, and how business operations affects 
economic and social conditions in different countries and regions. (Gereffi et. al 2001) The 
core in GVCs is the idea of moving a product from its initial stage to its final use by passing 
different operations linked in a chain, which will add value to the product or process. The idea 
is to separate the process in different activities. Examples of such activities can be, product 
development, production, distribution, marketing, selling and service to the final customer 
(Grunsven 2009). 



 
 

 10 

Governance in GVCs 

Type of value chain Producer-driven Buyer-driven 

Type of firms Large manufacturing firms Large retailer, marketer, branded 
manufacturer 

Type of industry  Capital- and technological 
intensive 

Labor intensive 

Profits from Large scale effects Design, sales, marketing, financial 
activities 

Entry barriers High Low 

 
Global value chains can be formed either as a ‘ producer-driven commodity chain’ or a 
‘buyer-driven commodity chain’. When a global value chain is governed using the producer-
driven approach, typically a large manufactured plays an important role in coordinating the 
activities. Examples are capital- and technology intensive industries earning profit from large 
scales effects. Whereas in the buyer-driven approach a large retailer, marketer or branded 
manufactories plays an important role. In these chains it is very common that the key players 
in labor-intensive industries set up their production in emerging economies. In these types of 
chains, profit is mainly generated by design, sales, marketing and financial activities that will 
put companies in a strategic position and gives them the possibility to produce niche products. 
Producer-driven chains are typically characterized with high barriers of entry, while buyer-
driven chains are highly competitive and characterized with lower entry barriers. By dividing 
the value chains in this way, researchers are able to analyse them in organizational and 
institutional terms (Gereffi 2001). 

In a paper by Gereffi (2005) he does a further distinction of value chains. The first type of 
value chain, the ‘Modular value chain’ is a value chain where the supplier makes the product 
according to how the customer wants it. In this case the supplier is the one taking the 
responsibility and bear the cost for all the competencies needed for producing the product, 
and due to this transaction-investments are limited. The second type, ‘Relational value chain’ 
is a chain built on bilateral relationship and in these value chains a strong relationship has 
been developed between the parties during a long time due to social or geographical 
closeness. The third one, a ‘Captive value chain’ is characterized by smaller suppliers 
dependent on much larger buyers who have control over the chain, so switching cost are high. 
The last type of value chain is the ‘Hierarchy value chain’. In this case governance is of 
managerial control, i.e. that the activity in the chain is controlled from the top, so subsidiaries 
are controlled (Gereffi et al, 2005). 
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Type of value chain Modular Relational Captive Hierarchy 

Characteristics Supplier 
produce the 
product as 
the customer 
demand 

Strong 
relationship 
between the 
parties 

Small suppliers 
dependent on 
large buyers’ 

Managerial 
control over 
subsidiaries 

 
By governing a global value chain, lead firms can gain returns through accessing cheaper and 
specialized labor for producing their end products, but also exercise power over other actors 
in the chain. This in turn, can diminish transaction costs, prevent other firms to enter the 
market and hence increase the economic returns. The more complex a transaction is, the more 
involvement is required by the different parties in the chain and hence the stronger the 
governance has to be. (Grunsven 2009) Performances are crucial for companies and 
governance choices are an important factor for how a company actually will perform. It is 
important to take both the effects of transaction costs and governance structure when 
choosing a strategy that will lead to companies overall performances (Masten 1993). 

Transparency in GVCs 

The globalization and the pressure on firms to disclose more information about their on-going 
activities make the question about transparency highly relevant (Transparency International 
2014). Mol (2013) discusses value chains and the connection with transparency. The author 
describes the challenges from the perspective of small companies in undeveloped countries 
and the problem they have to get access, but also to understand the information provided. 
Further, he discuss that companies in these countries have a harder time, than for example 
multinational enterprises (MNE’s), to be transparent since they cannot affect the global 
standards and certifications in the same way as MNE’s. Therefore they just have to accept and 
try to adopt these kinds of decisions. (Mol, 2013) 

In a Danish study by Jorgensen and Knudsen (2006) they investigate what role small and 
medium-sized enterprises (SME’s) have when it comes to supply chain management in global 
value chains. More precise they try to examine to “what extent SME’s are affected by social 
and environmental requirements for buyers and to what extent they apply such requirement to 
their own buyers” (Jorgensen & Knudsen, 2006 p.450). Supply chain management refers to 
the requirement for different kind of standards, for example, labor- and environmental 
standards. This is important to take into account when studying value chains since it has an 
impact on the process in these kind of chains due to its spanning over geographical and 
organizational boundaries (Jorgensen & Knudsen, 2006). 

To be able to answer their research questions, Jorgensen and Knudsen uses a concept 
developed by Kaplinsky and Morris (2001) for studying governance in value chains. 
Kaplinsky and Morris have developed the concept of rule making and rule keeping. Rule 
making aims to explain the impact actors inside and outside the value chain have. These 
actors are often large firms, dominant in terms of financial ability, sales, technological 
resources and/or bargaining power. While rule keeping refers to how different standards are 
implemented in the value chain, for example it enables companies to pursue sanctions against 
suppliers who are not fulfilling the standards. (Kaplinsky & Morris, 2001) By using a 
questionnaire and a sample of 750 companies and 250 employees their results shows that is 
more common for SME’s to get requirement from their buyers rather than applying it to it is 
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suppliers. Further, SME’s have not a great impact on sustainable production in global value 
chains and this is a problem since the number of SME’s in global value chains is increasing. 
(Jorgensen & Knudsen, 2006) The authors touch upon the issue of transparency in global 
value chains since they draw the attention to the issue regarding the lead firms. Lead firms 
tend to sanction suppliers who are not fulfilling the standards. This, however, can lead to 
suppliers trying to hide non-compliance because they are afraid to loose their business with 
the buying company and this limits the transparency (Jorgensen & Knudsen, 2006). 

2.2 TRANSACTION COST ECONOMICS AND ‘MAKE-OR-BUY’ 
Transaction cost economics study organizations, how they operate and how human assets are 
organized. All transactions have to be governed, designed and implemented. (Williamson 
1979) A transaction can be defined as: “A transaction occurs when a good or service is 
transferred across a technological separable interface. One stage of activity terminates and 
another begins” (Williamson 1981, p.552). 
 
Oliver Williamson was the first one to introduce this concept and according to him, a 
transaction can appear in different forms. One common thing for all type of transactions is 
that they are always associated with economic activity. This is because it is always a cost to 
negotiate a deal and to handle the consequences that might appear from a deal. (Williamson 
1979) Companies have to continuously consider the cost for producing their products within 
the company or to outsource the production. The question whether a company should ‘make-
or-buy’, i.e. produce in-house, or buy the product from an external supplier was first 
explained by Ronald Coase in 1935. He argued that it was a decision based on relative costs. 
Like Williamson, he argue for buying products on the market have several transaction costs, 
for instance; the search costs, the negotiating cost and the cost of drawing up a contract and to 
monitor the agreement made between the firms (Coase 1935). If transaction costs are higher 
than the administrative costs inside the firm, we can expect the firm to choose to produce in-
house, while when transaction cost are relatively low it is more likely the company purchase 
intermediate products from external actors (Bremen et. al 2010).  In the last decades 
companies have tend to reduce their focus on their core business and outsource more of the 
production, due to the development of communication technology (ICT) and the increasing 
administrative costs. This forces firms to become more flexible and to have a shorter time to 
market (Grant 2010). 

Asset specificity 

If a company choose to invest in another company it is important do specify the 
characteristics of a specific asset (asset specificity). This is crucial since when the investment 
is done, the parties have an interdependence, which will last for a significant period of time 
(Williamson 1981). For example, an asset can be characterized by highly skilled and 
specialized people arising from learning by doing, specific natural resources which are 
available at a certain location, or in terms of physical assets which means that one need a 
special machine or component to produce a single product (Williamson 1981). To specify the 
asset are especially important when dealing with a ‘Relational value chain’ since these types 
of chains are built on relationships that has been existing over a high period of time (Gereffi 
et al 2005). 
 
The problem of ‘make-or-buy’ or vertical integration decisions is of great relevance for 
transaction cost economies. Empirical evidence shows that asset specificity and uncertainty 
have significant impacts on the decision whether a company decides to ‘make-or-buy’ their 
production. (Shelanski & Klein 1995) Further, vertical integration tend to be a way to 
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eliminate contractual problems arising from investing in specific assets (Spiller 1985). 
Outsourcing the production can also be a risky solution since the company not have the same 
possibility to run quality controls and to not have the ‘know-how’ inside the company 
(Arnaboldi et al 2014). 

Uncertainty and the impact of human behaviour 
 
As mentioned, the process in which a company searches for a suitable supplier is also 
considered as a transaction cost and these cost are considered low in the case when a the asset 
is less specific. When products are not customized in the sense that they easily can be bought 
from different types of actors in the market, companies will gain to buy products on the 
market instead of producing them by themselves. This is because the cost for governance and 
production will decrease. When an asset becomes more specific governance cost increases 
and it will be more beneficial to create a bilateral agreement between parties. 
 
When uncertainty is relatively high transactions are shifting from markets to companies. 
(Williamson 1981) According to Bremen et al (2010) uncertainty can be present in forms of 
changes in regulations, price changes, currency risks and unpredictable of suppliers, which 
can change the conditions for the production very suddenly. Companies have to take into 
account the risk of changes in for example tax-regulations and having the production in 
emerging markets always includes a risk since fast growing companies in these markets 
suddenly can cancel the relationship (Bremen et. al 2010). 
 
Furthermore, cultural distance and language can be seen as a transaction cost. In a paper by 
Selmier & Hoon Oh (2012) they find that languages and culture are connected to transaction 
costs. Trust in business relationship is somehow easier to achieve if the cultural distance is 
relatively low, and this in turn will lower the transaction costs (Selmier & Hoon Oh 2012). 
Research has how that transaction costs are decreasing when business partners speaks the 
same language and business partnership can be costly when communication needs to be held 
in the local languages (Hejazi 2011). In global value chains, companies have to take these 
risks into consideration since the production typically is located in different regions (Gereffi 
et. al 2005).  
 
In his work, Williamson stress the impact of human behaviours. Human behaviour has to be 
taken into account when analysing transaction costs (Williamson 1981). Humans can be seen 
as being bounded rational, which means that their individual rationality is limited due to the 
limitation of the human mind and the limited time they have to make a decision. Bounded 
rationality can in somehow be solved with contracts, but it cannot be solved in every case, 
which lead to that some contracting will be incomplete (Williamson 1981). 

Another problem companies have to consider is the problem of opportunistic behaviour 
(Williamson 1981). This means that it is impossible for organizations to have full control over 
an outcome of a deal. Trust and mutual interdependence can help to prevent opportunistic 
behaviour (Gereffi et. al 2005). How the risk is shared is depended on the bargaining power 
between the two parties. Incentives between different parties have to be taken into account as 
well, and the incentive for opportunistic behaviour is high when a company signs a market 
contract (Grant 2010). According to Arnaboldi et al (2014) opportunistic behaviour can 
somehow be managed by having a robust management control system. By choosing the right 
measures and mix of performance indicator to evaluate results, it will help managers to take 
the right decision, but also to prevent opportunistic behaviour (Arnaboldi et al 2014). 
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2.3 THE ROLE OF SOCIAL RESPONSIBILITY 
Large international firms faces external pressure from their stakeholders and this is one of the 
main challenges for corporate social responsibility (CSR) activities (van den Heuvel et al. 
2014). CSR refers to a company’s ability to take economic, social and environmental 
responsibility while operating, and if social responsibilities are ignored it could result in a 
huge financial consequence for the company (Galbreath 2006). As in the case of the 
American energy company Enron, who was seen as the most innovative company during the 
1990’s. But due to its complex business model and the fact that they were able to hide bad 
performances of several businesses by manipulating their accounting, they created a huge loss 
for their shareholders. When this was brought to light Enron’s stock price decreased from 
83.13 dollar to 0.26 dollar, which in turn forced Enron to filed for bankruptcy December 2, 
2001 (Healy & Palepu 2003). 

One of the main challenges international businesses faces in their CSR work is the fact that 
every country has their own history of how their institutional framework has been developed. 
For example countries differ in their financial, cultural, educational and labor system etc. 
(Matten & Moon 2008) In a study by van den Heuvel et. al (2014) they argue for the 
importance of Multinational enterprises (MNE’s) to be aware of the cultural value differences 
in countries. MNE’s have to take into account the differences between employees in different 
countries and how they will react to the CSR framework set or to ethical dilemmas, which in 
turn will affect their business behavior. They conclude that this might lead to a tension when 
implementing CSR strategies across countries and MNE´s have to study the market they 
operate in since the expectations from stakeholders will differ. (van den Heuvel et al 2014) In 
a study by Patsy (2012), the researcher study seven companies with garment manufacturing in 
Sri Lanka, and the aim was to see how the companies (from a managerial perspective) 
perceive the CSR implementation in the supply chain. He finds support for that local culture 
can help the CSR implementation, and in the case of Sri Lanka the companies find it 
relatively easy to implement and this is because the Buddhist culture provide a moral opinion 
in line with the CSR principles (Patsy 2012). 
 
MNE’s can choose to either implement a corporate CSR strategy in their host-countries or to 
implement a local CSR strategy. While implementing a local CSR strategy enable the 
involvement of local stakeholders it can also create an internal tension and criticism due to the 
lack of consistency within the firm. Implementing a local CSR strategy tend to increase the 
need for managing and control of the subsidiaries in the host-countries. A company operating 
internationally has more stakeholders to take into account and stakeholders’ can be very 
different from country to country (Muller 2006). Further, large companies have a moral 
responsibility to spread human rights, knowledge about sustainability and to create value for 
societies and the environment when outsourcing their activities. (De Chiara & Spena 2011). 
De Chiara and Spena (2011) argue that the main challenge for MNE’s today is to manage the 
relationship between suppliers, workers and communities. If they are successful in managing 
these relationships, it will make them more ethical integrated and they will be able to create 
more economic value. The authors find that CSR strategies over the globe only can be 
developed when taking inputs form local stakeholders. Due to these findings, they conclude 
that active local stakeholders will reduce the need for control from higher levels in the 
organization and that the investment and costs for more integration between companies and 
suppliers could have an affect on the MNE’s decisions. (De Chiara & Spena 2011) 
 
According to Abreu et al. (2005) SME’s in Portugal have been successful in implementing 
CSR strategies due to their ability to receive consensus and legitimacy between local 
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stakeholders. This gives support to the assumption that CSR strategies cannot be seen as a 
geographical problem but rather that behavior and ethical aspects seems to be important when 
implementing these strategies. The success in Portugal seems to come from that businesses 
are organized near the community, their customers and suppliers. (Abreu et al. 2005) 
 
CSR strategies do not only play an important role due to ethical issues but can also affect the 
profitability and the market share of a firm (Maloni & Brown 2006). Studies measuring the 
relationship between CSR and profitability have shown different results, and possible 
explanations could be that different variables are used and/or inconsistency between variables 
(Mittal et al. 2008). Mittal et al. (2008) investigate the relationship between CSR and 
profitability in India. They conduct a sample of 50 companies in India that have been 
successful in implementing CSR strategies and run regressions using economic value added 
(EVA) and market value added (MVA) as measure of economic performance and they use a 
five-year period. From their results they do not find strong evidence for that CSR has a 
positive impact on financial performances. However, it does not prove it has a negative 
impact either and their conclusion is that more research needs to be done in this field. (Mittal 
et al. 2008) Lin et al. (2009) study the relationship between CSR and financial performances 
using a sample of 1000 companies in Taiwan between 2002 and 2004 and using return on 
asset (ROA) as the financial indicator. According to their results, CSR strategies do not 
increase immediate profitability but it may reduce the risk of damaging the brand image in the 
long run (Mittal et al. 2008). And building a strong reliable brand is important for companies’ 
performances and survival in the long run (Grant 2010). 
 
CSR strategies are not always easy to adopt. The tobacco industry has suffered trouble in 
being perceived as reliable regarding these questions. The reason is because this industry 
differs from other industries, first of all because they sell the products they do (which has an 
negative impact on people) and second because the industry in the past has denied the risks 
with the use of tobacco (Palazzo & Richter 2005). According to Palazzo and Richter (2005) 
the tobacco industry must find their own CSR strategies and cannot use the widely accepted 
once. They purpose to companies in this industry to accept that they only can be transparent 
in what they are doing and have to carefully describe the dilemmas they are facing. These 
companies have to disclose their operations and dilemmas not yet known to the public. 
Further, a tobacco company should for example only engage in anti-tobacco advertising if 
they adopt strategies coming from their main critics and they should only do so by financial  
support and not design, otherwise they are not credible. (Palazzo & Richter 2005) 
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3. RESEARCH METHODOLOGY 
This section describes the research approach that has been used in this study. I will describe 
the different steps in this process and the interviewees that have been chosen. In the last part I 
discuss the reliability and validity of this study. 

3.1 RESEARCH APPROACH 
In this study I use a qualitative method to be able to gain a deeper knowledge about the 
subject. By using a qualitative approach it is possible to get an idea of the respondents 
thoughts. However, by applying this research approach I will not be able to draw any general 
conclusions since this kind of research approach is focused on the quality of the information 
rather than the quantity (Burnham et al, 2008). 

What is of interest in this thesis is how the companies experience and how they perceive and 
handle the potential barriers of transparency in global value chains. To achieve this 
knowledge I will perform interviews with employees within five Swedish companies 
operating in global value chains. By doing this, I will be able to get a depth in knowledge on 
how companies experience the potential barriers of transparency.  

3.2 DESIGNING THE RESEARCH PROCEDURE 
In order to provide a good study when using a qualitative approach, the researcher has to 
choose the right strategies. First, the researcher needs to ensure the coherence between what is 
aimed to investigate and the method, which should match the data. During the collection of 
data it is common for the researcher to go back and change both the research question and the 
methodology (Morse et. al 2002). According to Yin (2006) it is important to design the 
research procedure in order to avoid a situation where the empirical results do not match with 
the research question (Yin 2006). The research process in this study started with a literature 
review and to find appropriate theories to use for analyzing the research questions. Further, 
previous studies concerning the concept of global value chain has been reviewed, articles 
from newspapers have been used to motivate the importance of the research questions. The 
empirical data has been carried out by using a case study approach, where qualitative 
interviews has been held with representatives from five different companies that operates in a 
global value chain. 

3.3 THE CASE STUDY APPROACH 
A case study is an is an appropriate method to use when the attempt of the study is to 
illuminate a decision or a set of decisions, to gain knowledge about why these decisions were 
made, how they was implemented and what the results led to (Yin 2006). 

3.3.1	  QUALITATIVE	  INTERVIEWS	  
A qualitative interview is a conversation where the researcher asks questions and listening to 
the interviewees’ answers, and the purpose of such a method is to derive interpretations from 
the respondents. The qualitative interview approach is preferred when a researcher wants to 
investigate if common patterns can be seen between certain types of respondents. (Warren 
2001) 

To be able to get the best possible result in this study I have chosen to use semi-structured 
interviews. When performing a semi-structured interview one start the interview with open 
questions and then the questions tend to be more specific during the conversation. This is a 
good approach since it makes the conversation more relaxed and the person that being 
interviewed more confortable (Patel & Davidson 1994). When preparing for a semi-structured 
interview, the interviewer prepares some specific questions in advance and let the other 
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questions come during the conversations (Trost 2010). The interviewer can change the 
questions a bit depending on the interviewees’ background or the situation, and this will in 
turn make the interviews differ from each other (Patel & Davidson 1994). The first questions 
is important for how the interview will proceed and one way to start the interview is to start 
by asking the respondents to freely talk about something connected to the topic (Trost 2010). 
Further, during the interview the interviewer has to be aware of what the respondents’ says 
and how they act (Warren 2001). 

3.3.2	  SELECTIONS	  
As mentioned, the material in this thesis has been conducted by performing qualitative 
interviews with representatives form five different companies that is a part in global value 
chains. Since this paper will focus on transparency regarding company’s sustainability work, I 
have chosen to perform interviews with managers in this area at each company. Further, the 
companies have been selected upon their availability, but I have tried to mix companies from 
different industries and company-size. The idea behind this choice was to see if and how the 
perception of the transparency process differed between industries and companies. 
 
The choice of qualitative interviews as the research methodology is because it will enable me 
to gain a deep understanding how people in these companies perceive and act on the outside 
pressure of transparency, which is the purpose of this thesis. The questions was send to the 
respondents’ a week before the interview and the questions are presented in the appendix. 
However, since a semi-structured interview approach is used, these questions were only a 
base for the interview and further questions have been asked during the interviews. The 
interviews were approximately one hour and I used a recorder to document these interviews. 
After the interview I have transcribed each one of them. I offered the respondents the option 
to be anonymous since I during my process in contacting different companies experienced it a 
bit hard to actually get some of them to participate in the study. Some of the companies in this 
study preferred to be anonymous and some of them did not. Therefore some of the 
respondents are referred to by their real name and positions and others are referred to as a 
company in a certain sector. 
 
When performing interviews it is important to choose a respondent that has good knowledge 
about the subject and who are the most appropriate ones to interview, since this gives 
creditability to the study (Trost 2010). On the other hand these specialist are trained to handle 
these types of questions, which could influence the result since it could be hard to get under 
the skin and to get the ‘real’ picture. A limitation in this study is that only specialists in the 
sustainability area have been selected and for further research one could include other levels 
in the organization to get at broader perspective. Further, relatively few interviews have been 
held because it has been hard to convince companies to be a part of this study. 

3.3.3	  CHARACTERISTICS	  OF	  THE	  COMPANIES	  
The companies in this study differ in terms of size and industry. Five different companies 
have been selected and in the table below one can see in what type of value chain I have 
characterized them into. Three of the companies are characterized into a ‘Modular value 
chain’ due to their size and two of the companies have been characterized to be in a ‘Captive 
value chain’ due to that they are large firms and have a strong position in their chain. Due to 
that some of the firms want to be anonymous in this research I have chosen to not provide size 
in terms of net sales or number of employees.  
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Companies Modular Relational Captive Hierarchy 

Characteristics Supplier 
produce the 
product as 
the customer 
demand 
 

Small Food 
Company 

Petroleum 
Company 

Axfood 

 

Strong 
relationship 
between the 
parties 
 

 

Small suppliers 
dependent on 
large buyers’ 
 

IKEA 

Large 
Industrial 
Company 

 

Managerial 
control over 
subsidiaries 

 

3.3.4	  ANALYSIS	  OF	  A	  CASE	  STUDY	  
According to Yin (2006) it is preferable to use the theoretical hypotheses that led to the case 
study when analyzing the data. These hypotheses are reflected in for example, the research 
questions and in the literature review and should have guided the researcher in his or hers 
collection of data. (Yin 2006) 
 

3.4 RELIABILITY AND VALIDITY 
When performing a study it is important to think about the concepts of reliability and validity. 
If a study is characterized by high reliability it means that the same findings should be 
received if someone else repeated the same procedure with the same measurements 
(Bühringer & Sassen 2010). The aim of reliability is to minimize errors and biases and 
therefore it is important to document the research procedure (Yin 2006). Since interviews 
have been used to collect empirical data in this study, good reliability could be problematic to 
achieve. In order to prevent the problem of reliability, information about the respondents’ 
position and knowledge of the subject should be disclosed and the question asked during the 
interviews should be presented (Yin 2006). Further, in order to ensure the replication of the 
study the researcher has to carefully choose the respondents and select those who have 
knowledge about the topic and are the best one to interview (Morse et. al 2002). 

Another problem when conducting research is in terms of validity. The concept of validity 
can be divided into external- or internal validity, where the former refers to the ability to draw 
general conclusions from the research, while the latter refers to the quality of the study in 
terms of it measures what was actually intend to measure (Yin 2006). As mentioned, the aim 
of this study is not to draw any general conclusion but rather to obtain a deep understanding 
for how companies perceive themselves and their ability to be transparent. This in turn will 
have a negative impact on the external validity in this study. However, when a researcher 
performing qualitative interviews he or she formulate and ask the questions and this can have 
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an impact on the internal validity. When formulating the questions the researcher has to be 
careful and avoid the use of statements and to agree/disagree with the respondents’ answers 
(Trost 2010). 
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4. EMPIRICAL FINDINGS AND ANALYSIS 
This section analyse and discuss the empirical findings from this study. In the beginning of 
this thesis I presented two main research questions and I have chosen to discuss the two 
research questions separately by using the findings from the different interviews. I will 
present them in the view of the theoretical framework presented in chapter 2 in this thesis. 

The empirical findings in this thesis are based on interviews with sustainability experts- and 
managers in five different Swedish companies. The companies in this study differ in size and 
belongs to different industries, but what is common for all of them is that they operates in 
global value chains. The companies are active in the food industry, the manufacturing 
industry, the petroleum industry and the furniture industry. 

4.1 THE NEED FOR TRANSPARENCY 
Companies have different kind of stakeholders they have to be transparent to. Each of these 
stakeholders has different interest in what kind of information they want the companies to 
provide them with. Stakeholders are either internal or external. The internal stakeholders are 
employees, managers and owners, and the external are customers, suppliers, shareholders, 
societies and governments. As they differ in their interest, companies have to consider 
different strategies towards them. They have to manage and balance the transparency in 
different ways depending on their stakeholders’ interests. For example, a shareholder is 
probably more interested in financial information and the performance of the company, while 
a customer is more interested in the products the company provides. 

 
 

 
 

 
 

 
 

 

 

 
 
 
The above picture shows the different kind of stakeholders a company has to take into account 
when making their decisions. 
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Shareholder
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Companies in this study do not handle all their product and services in-house. They buy part 
of, or all their products and/or services from external sources. This means that they 
collaborate with different companies in different part of the world to in the end provide their 
products and services to the final customer. This is in line with the core definition of a global 
value chain. A global value chain is when products move from different stages and between 
different parties to add value to the final product or service (Grunsven 2009). The companies 
in this study belongs to different industries, as Gereffi (2001) identifies value chains as being 
either ‘producer-driven’ or ‘buyer driven’, whereas the former are technological- and capital 
intensive industries and the latter are often characterized by a large retailer. They also differ in 
terms of their position in the chains. Some of the companies have more power in terms of 
market share and size and can be seen as a leader in a chain, whereas other firms do not have 
the same influences over the chain due to their size. 
 
What is common for all the companies in this study is that they in general have a view that 
providing information about their sustainability work has increased due to a combination of 
pressure from consumers, NGOs and the internal environment. All companies believe all their 
stakeholders have in someway contributed to the increased interest and the increased 
importance of these questions. Grant (2010) stresses the importance for a company to build a 
strong reliable brand to be able to survive in the long run and Maloni and Brown (2006) argue 
for that CSR strategies can have an impact on profitability and market share. According to the 
large Swedish industrial company in this study it is crucial for their survival to pay attention 
to these questions, they say “If we want to exist in 150 years then we have to put some effort 
into these questions both because of the limited resources in the world and because our 
stakeholders’ demand it”. This could be one explanation for why companies now are focused 
on these types of questions, since it is crucial for their survival and to generate profit in the 
long. In the past, transparency failure (in terms of financial aspects) has been devastating for 
companies (see the Enron- or Samsung case discussed earlier in this study). However, in the 
end stakeholders’ will judge companies based on what they think is relevant for them, and 
when more stakeholders’ starts to care more about these questions companies have to listen 
and meet there requirements to be able to survive in the long run. 
 
4.1.1	  How	  do	  companies	  in	  global	  value	  chains	  react	  in	  response	  to	  the	  increased	  need	  for	  
transparency	  and	  how	  do	  they	  percieve	  the	  need	  for	  transparency? 
The initial question in this study was to try to find out how companies in global value chains 
react in response to the increased need for transparency, and how they perceived the need for 
transparency. Most of the companies I have spoken to during my research process do not 
perceive transparency as an issue in itself. The large Swedish industrial company says that 
they strive to be transparent, but they say that transparency sometimes can be complicated; 
some information cannot be disclosed due to competition for example. They also say that is a 
question of choosing the right information to communicate. They say disclosing everything 
would be practically impossible so they have to choose the right information requested from 
the stakeholders’ and the company. They stress the fact that they have continuously 
discussions with stakeholders’ to be able to choose the ‘right’ information to disclose in terms 
of their sustainability work. 
 
IKEA decided a couple of years ago to be more transparent because it tended to be a lot of 
speculation since IKEA is not a listed company (and hence do not legally have to provide the 
same information as a listed company). Tomas Lundin, sustainability manager Purchasing 
IKEA northern Europe do not see transparency as an issue in the sense that IKEA are not able 
to provide information about their activities, rather the problem is to reach out with the 
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transparency. He says: “Our press department are sending out press releases but all 
newspapers get a lot every day and of course should they decide what to report. But usually 
they choose to write about something negative. We do a lot of things which is not reported 
and then we can only use our own communication channels”. Further, he point out the retail 
stores as an important channel, but not the easiest one. The retail stores have received a big 
task in communicating with customers. But even if the information is available the problem is 
often that the employees not have the time to talk to the customer about IKEA’s sustainability 
work. This is because there are other things more important for most customers to talk about 
during the purchase. Another problem for the employee is to have the time to gain knowledge 
about IKEA sustainability work and such details about the products. 
 
The small Swedish company in the food industry say they have a lot of information about 
their sustainability work, but this is the only company in this research who not provide a 
sustainability report on their website. And the reason for why they choose to not publish 
information about it is due to that they are afraid the information would be misunderstood and 
used against them in the media. Another problem is the limitation of resources, they say: “We 
are very few people working with these type of questions and the ‘daily-operations’ takes a 
lot of focus. So we do not have the time to sit and think about how to formulate us and how to 
present it in order to reach the right target group. Something could be good for a customer but 
if a journalist gets access to it they could find gaps and write about it, and if we write 
something to a journalist so they will be satisfied, the customer would not understand it. We 
would need four to five communication levels to satisfy all our stakeholders”. However, they 
point out that the transparency between them and their business partners are good, “against 
our business partners’ we are a lot more open and they know how we work”. 
 
According to Kristina Areskog Bjurling at the larger Swedish food retail company, Axfood, 
transparency could be ’limited’ in the sense that full control over the chain can sometimes be 
a challenge. She says: “when it comes to the supply chain to follow our code of conduct it is a 
challenge to get the supplier to understand what we want from them and how we want them to 
work down the supply chain”. This is why Axfood now are implementing a new process were 
their suppliers have to present where the risks are most evident and how they are planning to 
respond to these risks. This is because they want to increase the control over the supply chain. 
Before, Axfood suppliers just had to sign a document where they ensured they followed the 
code of conduct, but in ‘high risk’ countries there is a quite high risk that principles about 
human rights and working conditions not are followed.  
 
Previous research has shown that cultural aspects and the ability to involve local stakeholders 
affect the implementation of CSR strategies (eg. van den Heuvel et al 2014; Patsy 2012; 
Abreu et al. 2005). Furthermore, Muller (2006) states that CSR strategies have to be 
customized to the local environment in order to be successful. I do not find support for this in 
my study, where all the companies have a corporate CSR strategy they implement in every 
country and do not experience significant difficulties with it. This might be because having a 
corporate CSR strategy do not has to be equal with difficulties to take local stakeholders’ 
perspective into account when developing a CSR strategy. Furthermore, another reason for 
this might be since smaller companies in the chain and in less developed countries, as Mol 
(2013) identifies, tries to adopt strategies rather than influence them, and therefore companies 
do not percieve a problem with implementing a corporate strategy. However, this is not the 
same as saying that culture cannot have an impact on the relationship between two parties in 
the chain. According to Kristina Areskog Bjurling the communication with different suppliers 
can be challenging due to language and culture and she confirm what van den Heuvel et al 
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(2014) state in their research that one has to study the market they will operate in, in order to 
be successful when implementing CSR strategies. This is also confirmed by the large Swedish 
company in the industrial industry, who says it is a challenge to communicate their code of 
conduct (to their own employees). This is because of different cultures and languages within 
the organization. However, they do not perceive significant difficulties considering languages 
and culture when it comes to implementing the supplier code of conduct on their suppliers, 
they say: “I think there is some general perception (not specific for the company) that it would 
be a problem to implement this but they are very aware of these type of question due to that 
these questions have been exposed in high risk countries in a way they hasn’t in medium- and 
low risk countries” 
 
However, the outside pressure for transparency seems to be a bit different depending on what 
industry the company is operating in, which is in line with what Fernandez-Feijoo et al (2013) 
find in their research. The Swedish company in the petroleum industry do not perceive an 
outside pressure for disclosing information about some of their products and their chains. 
They believe the reason for this is because they do not think people care about what some of 
their fuels comes from. This is because they think people are not prepared to give up the use 
of oil and know that oil has a negative impact on the environment. When I ask how they 
perceive their ability to communicate their sustainability work they say: “Pretty bad, because 
we are an ‘evil’ company. We try, but it is hard to get a positive image in media for a 
company like us”. In a study by Palazzo and Richter (2005) they study the tobacco industry 
and the way the industry has implemented CSR strategies. In their paper they highlight the 
issue for a tobacco company to be seen as reliable since they sell products, which have a 
negative impact on people. The company in the petroleum industry could have the same type 
of problem since they are selling the products they do. This is because some of these products 
have a negative impact on the environment and therefore they might have trouble in being 
perceived as ‘reliable’. 

Companies in this study differ in how they percieve their level of transparency. Larger 
companies in this study do not see a problem in being transparent concerning their 
sustainability work, but that it is not always easy to reach out. However, there are some 
indications that transparency can be limited in the sense that full control along the value chain 
can be challenging. Further, smaller companies in this study percieve transparency as 
challenging in terms of lack of resources and since they not yet have been able to set the right 
strategies for handle the transparency. According to De Chiara and Spena (2011) large 
companies have a moral responsibility to spread knowledge about sustainability, human rights 
and to spread value for societies and to take responsible for the environment when they 
outsource their activities. This could be an explanation why small companies do not put more 
effort then they actually do, because they do not have the same expectations as the larger 
ones. This is also supported in a study by van den Heuvel et al (2014) where they state that 
large firms faces a high pressure from their stakeholders and this is one of the main challenges 
for CSR activities. In a study by Mol (2013) it is found that companies in undeveloped 
countries have problem to get access and to understand the information provided. I do not find 
support in this study for that suppliers do not get access to the information but I do find that 
they can have a problem to understand the information and that this can have an affect on the 
level of transparency in the chains. 
 
Furthermore, there seems to be some differences in motivation for being transparent between 
the companies. The company in the petroleum industry says: “The challenge is that the whole 
industry needs to do this together and it has to be a push from the consumers’. We have no 
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problem in being transparent and we are working on it. But customers have to want to know. 
But what are we suppose to do with this information? Okay, the oil comes from Russia, are 
we supposed to stop the trade with Russia?” This is probably the view since most of the oil 
refined is based in countries with some democratic problems and because the company does 
not have any ‘better’ option. They say that it would be impossible for them to only buy oil 
from the North Sea, if they did they would loose a lot of market share. On the other hand, 
other companies in this study have their suppliers in places where they have problem with for 
example child labor. Kristina Areskog Bjurling at Axfood mentions the problem with child 
labor in the Punja-area in Pakistan, but highlights the importance of investing in preventing 
these kinds of risks by being there and to try to affect them. 

According to Grunsven (2009) lead firms can exercise power over other actors in the chain, 
which could explain why larger firms in this study might not have the same challenges with 
transparency as the smaller companies. Their different positions in their chains gives them 
different conditions to influence other actors in the chain, and hence also the ability to affect 
their suppliers and to be transparent along the chain. This is also supported in a study by 
Jorgensen and Knudsen (2006), they find that SME’s do not have a huge impact on the 
sustainability production in global value chains and this is a problem since SME’s presences 
are increasing in these chains. In this study the differences in how transparent a company is 
seems to depend on size, resources and how much external stakeholders care, but also the 
ability to control the chains.  

4.2 MANAGING TRANSPARENCY 
As mentioned, many of the companies in this study do not consider transparency an issue in 
itself. However, transparency is linked to the ability to manage their processes and to control 
these. How companies choose the right suppliers and are able to control these are relevant for 
the topic. In the second part of my research I tried to find out how these companies handle the 
challenges in being transparent concerning social- and environmental issues. My research 
questions was formulated into how to manage transparency in three different aspects; 
transparency concerning wages, work practices and conditions, transparency concerning 
child- and forced labor and transparency concerning the environmental impact. What I notice 
during my research was that companies have the same strategies for handle the transparency 
concerning these aspects, and therefore I have chosen to discuss them as one question in this 
section. 

4.2.1	  How	  to	  manage	  transparency	  concerning	  wages,	  work	  practices	  and	  condition,	  child-‐
and	  forced	  labor	  and	  the	  environmental	  impact?	  
All companies in this study have procedures for choosing the ‘right’ suppliers. All of them 
demand their potential suppliers to fulfil different standards and they have to adopt the 
company’s code of conduct or to fulfil certain policy’s. These policies and codes include what 
kind of standards that have to be fulfilled when it comes to work conditions, environment, 
child labor and so on. But it is a bit different how the different companies control how their 
suppliers and partners actually fulfil these standards. Some of the companies do audits on all 
their suppliers, and even on their sub-suppliers. Other only controls their suppliers but have 
systems for controlling that there suppliers control sub-suppliers, and some companies not 
have the resources to control all their suppliers. 
 
The small company in the Swedish food industry has some key products where they do audits 
on both their suppliers and sub-suppliers. However, they do not have the resources to be on 
the spot and control all their suppliers, they say: “We have much more contact with large 
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suppliers close to us and are more able to be transparent than with a small spice-supplier far 
away. Our strategy is to have the supplier as close to the factory as possible, but some 
commodities are only available far away. To do audits on these suppliers cost too much for 
us. If the spices would contain contaminants several times, yes then we would switch supplier 
but we do not have an audit for child labor. We are too small for doing that, so of course 
distance has an huge impact.” Furthermore, the environmental manager points out they are so 
small so large sugar suppliers would not even bother what they would say. This is because it 
would not make any different for the sugar suppliers business if they had them as a customer 
or not. This is one reason why the company tries to have suppliers as near as possible, but also 
since they want to promote local producers and reduce the environmental impact. 
 
A large company like IKEA on the other hand has the resources to visit all their suppliers and 
write own protocols (then the supplier has to come back with an action plan which IKEA will 
follow up). Tomas Lundin stresses the importance of having a good relationship with the 
suppliers and to help them develop. He says that IKEA now feel they start to get control over 
their suppliers and are now able to control and visit their sub-suppliers. This will increase 
IKEA’s ability to be transparent along the whole chain and the fact that IKEA is such a big 
company they can also have an impact on their suppliers. The Swedish company in the 
petroleum industry believe it is enough for them to control the first step in their chain because 
their suppliers are companies who have good standards for social- and environmental issues, 
and for controlling these further down the chain. The large Swedish company in the industrial 
industry control in their audits on their suppliers that the supplier control their supplier and by 
doing that they control their supply chain. 
 
Axfood are now in the state to implement a new way of choosing their suppliers. Before the 
suppliers needed to sign an agreement where they ensured they follow human rights, working 
conditions etc. In the new process the suppliers also have to present where the risk are the 
greatest and where in the chain they are likely to be present. Further, they have to provide a 
plan how to act against these risks and have audit protocols or collective agreements. Kristina 
Areskog Bjurlig at Axfood says: “There is a lot of self-assessment tools where suppliers just 
answer yes or no, but we want the suppliers to express with their own words when they are 
suppose to show their production chain and their risk mapping. By letting them express it with 
their own words we will notice if they know what we are talking about”. The small food 
company has also started to require their suppliers to present their policies, processes and 
action plans instead of using the ‘yes and no approach’ since this gives them a better view 
over the chain. 
 
All companies in this study visit their suppliers in order to check if they fulfil the demands on 
work conditions, safety, environmental impacts etc. But how often they do it and how much 
they perceive their impacts on their supplier varies. According to Gereffi (2005) there are 
different types of value chains. I would define the companies in my research as either 
belonging to the ‘Modular value chain’ (supplier produce the product according how the 
customer wants it) or to ‘Captive value chain’ (where small suppliers are dependent on much 
larger buyers). Companies in a Captive value chain have a greater possibility to influence 
their suppliers than companies belonging to the Modular value chain. The different 
characteristics among the firms in this study, in terms of size and market power, can explain 
why they also differ in their ability to affect and control their suppliers. In the cases where the 
supplier are heavily dependent on the buyer, they buyer certainly has a lot more to say about 
how the supplier runs its business than in the case when the buyer only are one of many 
buyers. 
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As mentioned, all companies in this study control all or part of their suppliers. They have the 
right to visit their suppliers both announced and unannounced. Kristina Areskog Bjurling says 
that unannounced visits can be contra-productive since this type of visits can harm the 
relationship with the supplier and the goal is to develop the supplier. The large Swedish 
company in the industrial industry has the same view, they say:  “It has been a shift in view of 
this question, from a more police approach to focus on collaboration. This is not something 
specific for our company, but rather a general trend. But they are our business partners’ and 
sustainability is relevant for both them and us, so it is important to building a sustainable 
relation with the supplier, by helping them to be more sustainable and improving our own 
sustainability performance since this enables us to achieve our business goals”. The small 
company in the food industry stresses that they have an ambition to collaborate with their 
supplier but are a bit sceptical when it comes to the ability to control suppliers far away. The 
environmental manager says that even if they would do an audit on a large supplier on the 
other side of the globe they would not be able to see everything going on there. The 
environmental manager says: “We know that some companies are very good at hiding child 
labor, so if we do an announced audit the children will not be there but then they would be 
their again once we are gone. We could do this and then write about that we have done it and 
people would have the perception that we are doing well. But if they really dig deep into it 
they would see that the audit has no value and this is not the way we want to be perceived”. 
Even if Kristina Areskog Bjurling mention that unannounced visits can be contra-productive 
she also bring up the same issue about hiding for example child labor, but she also points out 
that this if something is really bad they will discover it anyway. Tomas Lundin says that most 
of there visits in Asia is unannounced due to that this is a region where one still has to be 
vigilant. Furthermore, he says that IKEA has good relationship with their suppliers and put a 
lot of resources to help their suppliers to become better and to stay competitive. Also the 
company in the petroleum industry touch upon this issue, they say that the downside of 
having their sources in different countries is that it is hard to control for working conditions 
and that no company can have 100 percent control. They point out that companies that have 
been working with this for a long time still have problem to control and one can find 
something inappropriate in their chains, they say: “So this is nothing we can guarantee but we 
are trying to be ethically”. 
 
Building a strong relationship with suppliers seems to be of importance. In the theory section 
I presented the theory of transaction costs. Studies in this field (eg. Williamson 1979 and 
Coase 1935) have shown that finding a supplier is consider a cost in terms of searching cost, 
negotiating cost, the cost of drawing up a contract and to monitor a deal. Further, when the 
asset is considered as being more specific, i.e. it cannot easily be bought at the market, 
transaction cost for switching supplier are considered to be high. For example, both IKEA and 
the large Swedish industrial company stress the fact that they want to help to develop their 
suppliers (not the same as saying that other companies in this study have an ambition to do 
that), and both these companies have a high level of asset specificity. IKEA in terms of that 
they have to have suppliers with a huge capacity to produce a large amount of products and 
the large Swedish industrial company in terms of producing technical advanced products. 
Switching supplier for these kinds of companies are much harder since their asset is more 
specific and the transaction cost will be higher than for a company switching its sugar 
supplier. 
 
Furthermore, sticking with the same partner can prevent opportunistic behaviour since 
companies develop a trust and mutual interdependence (Gereffi et al 2005). This, in 
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combination with the high transactions cost for switching supplier, could explain why 
companies tries to nurture the relationship with a supplier and to help them rather than leaving 
them. On the other hand, companies in this study have the right to end partnership if they 
realize their suppliers’ violates their policies. In a study by Jorgensen and Knudsen (2006) the 
find that lead firms tend to sanction their suppliers if they not fulfil their requirements. They 
mention it could create a problem where suppliers try to hide information since they do not 
want to loose their business, which in turn limit the transparency. I do not find support for this 
in my research since most of the companies stress the importance of building a strong 
relationship with suppliers rather than sanction the supplier. No evidence has been found for 
companies perceiving a problem with suppliers hiding information about their business. 
Either this is because they do not do it, or because they are good at hiding information. ‘  

A new trend that has emerged is that western companies have started to move back their 
production to the western world (see the case of General Motors discussed in section one). 
This is according to Tomas Lundin both because of the increased labor costs in China 
(especially), but also that transportation has become more expansive and the increased 
awareness of the environmental impact plays a role (however, purchasing from Asia will still 
be a major sourcing area for IKEA). This might also increase the transparency for businesses 
when they take more control over the process and when the distance to suppliers decreases. 
According to Bremen et al (2010) fast growing companies in emerging markets can suddenly 
cancel relationships and this is a risk for companies when choosing their suppliers. I do not 
find support for this in my research, it seems to be the companies in the western world who 
end the relationship and move the production back. This might be the case because these 
companies who choose the more ‘risky’ fast growing suppliers are larger companies (for 
example IKEA) who are a highly sought-after company to work with. IKEA, Axfood and the 
large industrial company point out in their interviews the importance of having an exit 
strategy. This means that if, for example IKEA, decide to close a supplier and move back the 
production to Europe it is very unlikely that it will happen over a night. Often contracts are 
signed over a long period (years) so the supplier will have time to adapt to this change. But 
even though moving back production to Europe would lower cost and the environmental 
impact it creates new challenges. Both Tomas Lundin (IKEA) and Kristina Areskog Bjurling 
(Axfood) mention the problem with employment agencies and migrant workers. Tomas 
Lundin discusses this issue: “In Europe it has become more common to use employment 
agencies to be able to get access to workers in those times one need extra workers. If one uses 
the well-known agencies it is not a problem but this is a market where a lot of money can be 
earned so it is very important that our suppliers have the right to control that these workers get 
their salary. This is something we put much effort in to control” 

One thing for sure is that companies and public agencies are not done with their transparency 
work and controlling their businesses in their chains. Just in this moment, it has been brought 
to light that some Swedish country councils have bought Dell computers even though they 
knew about horrible working conditions in the productions chains. In this case the cost 
seemed to be more important than social responsibility values (Kalla Fakta 2015). Some 
products are only available far away and have to be bought, but lack of resources is not a 
reason for not putting more effort into finding ways to affect suppliers and the conditions. As 
the company in the petroleum industry mentioned, the whole industry has to go together. One 
could think that these small businesses in industries could bring their resources together and 
collaborate to increase their work in this area, and together bear the cost of controlling and 
develop their industry. 
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5. CONCLUSION AND SUGGESTIONS FOR FURTHER RESEARCH 
This section summarize the key findings of this study and ends with some suggestions for 
future research in this topic. The aim of this study was to investigate how companies in global 
value chains perceive their level of transparency. Due to my research approach I cannot 
draw any general conclusions about companies and their transparency process. The 
conclusions in this study are based on the findings during the interviews and previous 
research. I have stated two main research questions in the beginning of this thesis and I will 
in the conclusion treat them separately. 

5.1 CONCLUSION 
This study contribute to existing literature since it has drawn attention to the importance of 
transparency concerning social- and environmental aspects for companies business value 
creation, and the possible challenges transparency can create for companies in global value 
chains. This subject is important to study since social- and environmental issues becomes 
more and more important for stakeholders and companies have to handle these questions to be 
able to survive in the long run. Their stakeholders evaluate companies’ and their 
performances are affected by the choices they make. If they not handle these questions in a 
way stakeholders demand, this will in the end harm companies.  

In this study I have conducted interviews with sustainability experts within five different 
Swedish companies and the aim has been to gain knowledge in how they perceive the 
transparency process in terms of social- and environmental aspects. Companies in this study 
belong to different industries and differ in size, which has been an advantage since it has 
provides different aspects to this study. The research method chosen in this study has the 
advantage to allow me to gain a depth in how companies percieve the transparency process. 
The qualitative approach has made it possible to gain knowledge in respondents reasoning 
and to analyse their perceptions. It has provided a deeper understanding for these selected 
companies transparency work, which is the purpose of this thesis. By interviewing 
sustainability experts within each company brings creditability to this study since one can 
assume these respondents’ have good knowledge about the subject. On the other hand, this is 
a limitation because only expert’s perceptions have been captured and for further research one 
can overcome this limitation by include different parts of the organization to gain a broader 
perspective. However, the conclusions are drawn from a subjective perspective and can 
therefore not be consider as any general conclusions. 
 
My first research questions was: ‘How do companies in global value chains react in response 
to the increased need for transparency and how do they perceive the increased need for 
transparency?’ In my research I found that most companies do not see transparency as an 
issue in itself. They have information about their chains and they can provide it. Rather it is a 
question of either having the resources to communicate it in the right way to the right 
stakeholder or it is to actually communicate it through all channels. On the other hand, it 
seems to be a bit different depending on industry, where some industries perceive a huge 
interest from stakeholders whereas other does not. 

My second research question was: ‘What kind of barriers are companies in global value 
chains facing in terms of transparency and how do they manage transparency concerning 
wages, work practices, conditions, child-and forced labor and environmental impact?’ I found 
that the main challenge for being transparent when it comes to the social- and environmental 
aspects is to have control over the value chain. Some of the companies, with high pressure 
from stakeholders’ and the larger companies in this study with resources are better in 
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controlling their chains. However, in the end it seems to be a question about stakeholders 
demand. In companies where there perceive that the demand for this type of information is 
high they also put more resources to the questions. Further, larger companies have a higher 
ambition and put more effort in controlling the chains. Which in someway seems to be a 
question of available resources, but not to say that smaller companies are free from seek ways 
to collaborate to together bear the costs. 

This thesis has contributed to existing literature by focus on transparency concerning 
environmental- and social aspects by focus on how companies perceive their level of 
transparency and the challenges they are facing. From a policy perspective, one can from this 
thesis learn that it might be a difference depending on the size of a company but also 
depending on industry. From a governmental perspective one can figure if some tools can be 
provided to these companies who experience difficulties in terms of resources and help them 
find strategies to collaborate within their different industries. 

5.2 SUGGESTIONS FOR FURTHER RESEARCH 
As mentioned, companies have some challenges ahead when it comes to the importance of 
controlling their chains and to be transparent. In this study I have gain a general picture of the 
transparency process and this study could be further developed by include different levels in 
companies to get more aspects of the issue. For example, purchasers could be included to gain 
deeper knowledge about the procedure when searching for, and choosing suppliers. They 
could also contribute with more specific knowledge about the problems arising during this 
process and how they in practice evaluate suppliers. 

Further research on the topic could be done by examine possible barriers companies are 
facing in terms of transparency. For example how transparency concerning chemicals or how 
raw material origins in products are handled, and how this type of information are 
communicated to the consumers. One could also take the consumer perspective, and study if 
and how important these questions are for the consumer when purchasing products. In the end 
companies have to listen to their customers and therefore it would be interesting to study how 
important these questions are for customers and how it is linked to a company’s performance.  

One could also study how and if the level of transparency concerning social- and 
environmental aspects is affected when western companies move their production ‘back 
home’. When the production moves back and come closer to companies (both geographical 
and cultural) this might have an affect on the ability to control the chains.  
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7. APPENDIX 

7.1 THE PURCHASING PROCESS FOR BUSINESS BUYERS 
According to Kotler and Keller (2012) a business buyer goes through different steps when 
choosing a supplier. When a business buyer is suppose to decide from what and from whom 
to buy, the buyer compares the benefits with the costs. The buying process for businesses are 
divided into different stages: 

Stage 1: Problem recognition 

In the first phase someone in the buying company recognize that they have a problem or a 
need. This problem or need comes from either internal- or external stimulus. An internal 
stimulus could be that the company has made a decision to develop a new product and 
therefore they need a new machine or new materials. While external stimulus refers to that 
someone within the company has got a new idea about developing a product, and this idea are 
generated due to external stimulus such as advertising. (Kotler & Keller, 2012) 

Stage 2: General need description and product specification 

In the second phase in the buying process the buyer identifies what characteristics the product 
has to have and how much quantity they need. Here, they develop the technical specifications 
and create a “product-value-chain-analysis” team, which will analyse how they can reduce 
costs either by redesign, standardize components or to find cheaper methods for producing the 
product (without lowering the performance of the product). (Kotler & Keller, 2012) 

Stage 3: Supplier search 

In this phase, the buyer starts to search for suppliers that can meet their needs. Suppliers have 
to engage in trade shows, online activities, PR, events and sales call to reach the potential 
buyers. Its important for suppliers to be able to find a balance between quality and quantity – 
it is no point of engaging in everything if you not do it properly. Suppliers that cannot meet 
the buyers’ need or have bad reputation will not be considered as potential partners. The 
buyer will visit potential suppliers in order to examine the suppliers manufacturing facilities 
and to meet their personnel. (Kotler & Keller, 2012) 

Stage 4: Proposal Solicitation 

Here, it is time for the qualified suppliers to make proposals. For expensive and complex 
products these proposals will be written and detailed. It is important that the supplier is able to 
make written proposals that fully can describe the value and benefits for the buyer. After the 
buyer has evaluated the received proposals the buyer will invite selected suppliers to present 
their proposals. (Kotler & Keller, 2012) 

Stage 5: Supplier selection 

In the supplier selection phase the buyer select the supplier. But before the buyer do so, they 
will rank and specify each suppliers attributes. Examples of attributes that the buyer can use 
are; price, reputation, product- and service reliability and supplier flexibility. It is important 
for the suppliers to understand how the buyer evaluating them. In this phase the two parties 
also negotiate on the price and the supplier need to show that they are a better than its 
competitors in terms of life-cycles costs, or other factors that can have an impact the buyers 
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decision. (Kotler & Keller, 2012) 

Stage 6: Order-Routine Specification 

Now, the buyer has selects its supplier and negotiation considering the final order begins. The 
buyer lists the quantity that they need, technical specifications, return polices, service of the 
product, and the expected delivery time and other requirement they find important. (Kotler & 
Keller, 2012) 

Stage 7: Performance Review 

After the order the buyer reviews the supplier using different methods. Either they ask the 
final user to evaluate the product, evaluate the supplier according to different criteria or keep 
track of poor performance in order to negotiate a better price of the product. This helps the 
buyer to decide if they will continue, modify or end the relationship with the supplier. (Kotler 
& Keller, 2012) 
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7.2 QUESTIONS FOR INTERVIEWS 
This was the core questions in the interview. As mentioned in the methodology section, further 
questions have been asked during the interviews. 
 

• Can you describe how you choose your suppliers and partners? How has it changed 
over time? 

 
• Can you describe the process you have gone through when it comes to your work with 

sustainability? When and how did you start this work? What impact have your 
different stakeholders had on how you approach these questions? 

• How do you work to be transparent and communicate to your stakeholders? What are 
the challenges? 

• Can you describe the process you have gone through when it comes to your work with 
transparency? When and how did you start this work? What impact have your 
different stakeholders had on how you approach these questions? 

• Have the requirement you put on your suppliers made you relocate your production? 
In that case, can tell me what consequences/affects that might have had on the 
company/location you moved from? 

 
• What are the advantages/disadvantages of having the production and processes on 

different locations? 
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7.3 SUMMARY OF INTERVIEWS 
In this section I have done a summary of the interviews I have done during my research. As 
mentioned in the methodology section, all interviews have been recorded and transcribed. 
Due to the length of the interviews I have chosen to briefly sum them in the appendix. 
 
7.3.1	  Interview	  with	  Tomas	  Lundin,	  IKEA. 
Tomas Lundin is sustainability manager for Purchasing IKEA northern Europe. In the 
beginning of the interview we talk about how IKEA control their suppliers. Tomas says IKEA 
do not control their suppliers by letting them do so called self-assessment, instead they visit 
their suppliers and during these visit they inspect the factory and go through documentation to 
see if they employees have the right salary, that overtime has been paid, that it exist 
incurrences and so on. They write protocols and after this the supplier has to provide action 
plans, which IKEA then follows up. He says that business teams visit suppliers very 
frequently, sometimes every week, and even if they are there to discuss prices they look at the 
same time for flaws. IKEA has also the right to do unannounced visits and Tomas says that 
before an announced visit they know the supplier are preparing the factory and therefore they 
do unannounced visit sometimes. If child labor are found, severe pollution to the environment 
or severe health- and safety issues for workers, deliveries are immediately stopped and then 
the supplier has to take actions in order start the delivery again. In Asia IKEA do many 
unannounced visits since they think it is still a need for being more vigilant in this region, but 
not to say that all suppliers in Asia do not fulfill the requirements. 
 
When I ask Tomas about the most challenging part considering IKEA sustainability work he 
says it is to change the global issue and the current situation with migrant workers in Europe 
and to make sure that these workers has the same right. The problem in Sweden is that we not 
have a minimum wage. For instance, in Sweden no minimum wage exists but are normally 
regulated with collective agreements, this can sometimes be cases where agreements are not 
in place and workers are paid less than if an agreement would be negotiated. In Europe a 
general problem that has occurred is that it has become more common to use employment 
agencies and if one uses the established once it is not a problem, but this is a market where a 
lot of money can be earned and therefore it is very important for IKEAs suppliers that they 
have the right to check if these workers get their salaries. This is something that IKEA in 
Northern Europe check very carefully, because if it is not a serious employment agency it 
might be the case that the workers don’t get their full rights. Tomas says that when they visit 
their suppliers they always interview workers and ask if someone comes from an employment 
agency and talk directly to them. Of course a problem could be that they don’t talk, but most 
of the time they do. However, one has to be a bit careful when interviewing them since they 
might be afraid of loosing their jobs. Tomas mention that IKEA think they have a good 
control over their suppliers and now have started to control sub-suppliers as well. He mention 
that IKEA has ten thousands sub-suppliers so in the first step they control that their suppliers 
control their suppliers, but IKEA do their own audits at the sub-suppliers as well. 
 
When we talk about being transparent Tomas says IKEA a couple of years ago decided to be 
more transparent. Since IKEA is not a listed company they do not have an obligation to 
disclose these kinds of details and therefore it tend to be a lot of speculations. This is why 
they decided to be more transparent regarding financial details and sustainability reporting. 
And Tomas says they put much effort to talk to their suppliers about sustainability. He also 
mention that the IKEA stores have a huge responsibility in communicating IKEAs 
sustainability work since most customers come in contact with IKEA trough the IKEA stores. 
This is a challenge because employees have not that much time and if customers do not ask or 
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stop to read the communication they do not receive the information. IKEA has a lot of 
material about their sustainability work but it is not always easy for employees to have the 
time to read about it. The biggest challenge for IKEA is to communicate the transparency, 
because, according to Tomas, IKEA is very transparent in what they are doing. Further, he 
mentions that the press department sends out information to the press but this does not mean 
that newspapers are writing about it. Furthermore, he mentions that IKEA do not perceive 
them as being ‘done’ with their transparency work, but they try and are willing to go all the 
way if IKEA wants to be perceived as a good company by consumers and the communities. 
 
When I ask about ending relationship with suppliers Tomas says that IKEA has a huge social 
responsibility and the company has to continuously help their supplier to develop and be 
competitive. IKEA applies exit periods with their suppliers and lend money to their suppliers 
so they can make investments and have long-term contract with many suppliers to create a 
security for both parties. He also mention that when it comes to IKEAs furniture production it 
becomes more and more interesting to move back the production to Europe due to higher 
labor- and transportation costs in China. IKEAs biggest markets are and will be for a long 
time in Europe, so production will simply be close to the market. 

7.3.2	  Interview	  with	  Kristina	  Areskog	  Bjurling,	  Axfood 
The interview started with letting Kristina tell me about her position and her responsibilities. 
Kristina is responsible for the supply chain and to make sure they are following the code of 
conduct. The main challenge in this process is to make sure that the supplier understand what 
they need to do and how they are suppose to work with sustainability further down in the 
supply chain. She tells me that Axfood are working on a new process to make sure their 
suppliers understand this. 
 
The difference between the new and the old process is that in the old process suppliers were 
just suppose to sign the Axfood code of conduct and guarantee that they respect national 
legislation and international human- and workers right conventions. But in reality this is not 
always the case, especially not in ‘high risk’ countries. The new code is based on BSCI’s code 
(since Axfood has joined BSCI1) and in this new code Axfood wants all their suppliers to 
really work with these questions. Suppliers have to present where in their supply chain the 
risks exist and how high the risks are. Further, suppliers have to decelerate how to respond to 
these risks. 
 
Kristina says it exist a lot of self-assessment tools to evaluate suppliers, and in these self-
assessments suppliers just have to answer yes or no on questions. But in this new process 
Axfood want their suppliers to answer these questions with their own words and to describe 
their supply chain, and by doing this is it much easier for Axfood to evaluate suppliers. 
Depending on their answers and how detailed these answers are, Axfood can see if suppliers 
have a good knowledge about this and already work with these type of question. Furthermore, 
suppliers have to show certificate on audits and collective agreements, and all suppliers in risk 
countries have to be presented in BSCI. 
 
According to Kristina, Axfood can be better to communicate their sustainability work, and 
their ability to do this will increase when implementing this new process. This new process 
will make it easier for them to see how many suppliers that already have been audited. 

                                                
1 BSCI is an initiative that helps companies to improve working conditions in their global value chains. BSCI 
units companies around a common code of conduct. 
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Axfood do own audits, but since they have joined BSCI they have started to request suppliers 
BSCI and can therefore put more resources in knowledge transfer and to have a dialog with 
their partners, which according to Kristina, is what actually leads to improvement.  
 
Axfood has the right to visit their suppliers both announced and unannounced. But Kristina 
says unannounced can be contra-productive in the sense it can harm the relationship with the 
supplier. If the goal is to achieve a good relationship with the supplier and to grow together it 
is better to do announced visits. She says that even if the visits are announced they will be 
able to identify gaps. On the other hand, they can always hide child workers, but this is 
something that usually is brought to light anyway. Axfood can do unannounced visits if they 
suspect that something is not right, but this is not very common. 
 
When discussing the implementation if CSR strategies I ask Kristina if these strategies are 
customized depending on the country and the context there. She says it is always important to 
understand the local context, to take contact with for example a local organization in order to 
understand this. And when implementing CSR strategies communication with suppliers can to 
some extent be problematic due to differences in culture and languages and therefore good 
knowledge is important. 
 
Axfood are also developing new routines for where to locate their production and have started 
to do risk analyses for commodities and to identify problems in risk countries. For example it 
is common with child labor in Punjab in Pakistan, and instead of avoiding this area it is 
important to put efforts to respond to these risks. This will take time and resources but 
according to Kristina it is important to take that time and resources. 
 
When we talk about how to choose suppliers we also talk about the case of leaving suppliers. 
She stresses the fact that Axfood cannot just leave a supplier and this is because it would be 
irresponsible. However, since Axfood often are only one among many buyers, it is not 
common that a supplier has to close down their business just because Axfood leaves them. 
But Kristina mentions they usually have 1-2 years contract and that the important suppliers 
within a specific category can often come back again after 1 or 2 years. 
 
Furthermore, Kristina mention it has been an discussion about migrant workers from poor 
European countries and this summer they had a case when a grower had migrant workers 
from employment agencies. In this case it became problematic to know what laws to apply 
due to the differences in European- and Swedish law and the interpretations of 
BSCI’s/Axfood’s code of conduct. 

When talking about transparency and the ability to communicate to stakeholders Kristina says 
Axfood can do this better, and now when this new process with risk analysis are implemented 
she believe their transparency will increase. She says it is important to show what they are 
doing because it will lead to an external pressure, which in turn will create an internal 
pressure. Further, she percieve it is an ambition from the top of the organization to put more 
effort into these question and that no one wants to do business at the expense of bad working 
conditions or the environment. She believes the increased interest for these questions comes 
from a combination of external and internal pressure and due to the development of the 
society. But that external review, from NGOs and media have had a huge impact on the 
development of these questions. 
 
However, Kristina says that the possibility for being transparent are higher if production are 
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located in for example the Netherlands than in Kenya, but at the same time she stresses the 
importance of locate production in countries like Kenya since it creates a possibility to help 
them to develop the country in terms of social- and environmental aspects. 
 
7.3.3	  Interview	  with	  the	  large	  Swedish	  industrial	  company 
The interview starts with letting the respondents’ tell me about their positions and their 
responsibilities. One of the respondents’ works in the sustainable supply chain management 
team, and the other respondent is working with sustainability strategy reporting and 
communication. 
 
In the beginning of the interview they mention that the company is developing a new model to 
risk assess their suppliers from a sustainable perspective. In this risk assessment the 
purchasers’ focus on country and category and if it is a ‘high risk’ supplier they will have to 
be audited based on the supplier code of conduct. If the potential supplier is seen as a ‘high 
risk’ supplier they will do an audit on that supplier. What distinguish the new process from 
the old one is that in the new process it will be more aspects included in the assessment. 
When visiting their suppliers they look at, for example, health and safety, they go through 
documentations, such as salaries and overtime payment and perform interviews management 
and employees. After an audit they write a report and send to the supplier and then the 
supplier has to create an action plan, which the company then has to follow up. 
 
When I ask the respondents whether these audits are announced or unannounced they say its 
usually announced. This is because the focus is to collaborate with the suppliers and they 
perceive it has been a shift in this question. Not a shift for the company per se, but a general 
shift in code of conducts auditing. Before, it was more common to have a more police 
approach but now it is important to have a good relationship with the partner and to build a 
sustainable society together. It is important to support the suppliers to be able to build a 
sustainably society and leaving a supplier could have a huge impact on both the supplier and 
the society. They also says that if they for some reason would have to end a relationship it is 
important to have a good exit strategy and not just leave the supplier over a night. In the risk 
assessment they try to find a supplier who has the same focus, this is not to say that they have 
to have to score of 100 percent on all they sustainable parameters because its not realistic, but 
its important to share the ambition to reach this. Both suppliers and sub-suppliers are 
obligated to follow the supplier code of conduct, and the supplier has to pass on the 
requirements further down the supply chain, and this is controlled when the company’ do 
audits on their suppliers. 
 
The company has engaged in sustainability work during a long time. But they have notice the 
increased interest for these questions from different stakeholders and a couple of years ago 
they decided to be more proactive in these questions. Furthermore, they believe it is important 
for them to integrate sustainability into their operations since they regard it as a prerequisite 
for conducting profitability and responsible business, now and in the future. And by 
enhancing their offering to consumers, actively work with their suppliers, minimizing their 
environmental impact, provide safe, innovative and diverse workplace and to engage in the 
community, they say they will add value to their stakeholders also in the long run. 
 
Their sustainable report is a major channel for communicating their sustainability work. 
Further, they have continuous dialog stakeholders. What is important is to choose most 
relevant information to disclose since it is impossible to put everything in the sustainability 
report. Therefore they have a continuously dialog with their stakeholders in order to provide 
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the most relevant information. 
 
Furthermore, they say that a challenge in the sustainability work is to reach out to the whole 
organization, due to the size but also since it is a organization with different people with 
different cultures and languages, but they perceive that the internal code help them with that. 
However, they have not perceived significant difficulties to apply the supplier code of 
conduct to their suppliers. They say it exist a general idea (not specific for the company) that 
awareness of the issues related to the code of conducts would be low in high-risk countries. 
However, this is not always the case, in fact it can sometimes be so that the high-risk 
countries are very aware of their risks, whereas the perceived “low-risk” countries are very 
unaware. 

7.3.4	  Interview	  with	  the	  Swedish	  company	  in	  the	  petroleum	  industry	  
This interview is held with the sustainability and communication manager at the company. 
She says that sustainability has become more and more important and this is because of 
stakeholder pressure. It is the stakeholders that decide what the company will focus on, and 
since their interest have increased the company put much more effort into these questions. 

When talking about how to choose the right suppliers she says that the sources for oil is 
limited therefore they look at the quality and closeness. Furthermore, they company has few 
suppliers and has a code of conduct that has to be fulfilled and they do audits on their 
suppliers, but they do not do audits on their sub-suppliers. And when we discuss if this is a 
problem she says that their suppliers are serious companies who are good at controlling the 
chain and that there are no company that has total control over their chains. But if they find 
something suspect they would take actions against it. She mention that there are companies 
who has tried to improved the control over their supply chain but still one can find flaws in 
their chains. When having the production spread over several countries it is hard to control for 
working conditions etc. Therefore it is impossible to guarantee that the chains are totally 
‘clean’ but that they try to be ethically. 

Communicating sustainability work is not always easy, she says this is not something that 
they think is easy since they are perceived as an ‘evil’ company and that it is hard to get the 
media to report the positive things they are doing. They try to communicate a lot through their 
own channels, for example they attend meetings where they get the possibility to talk about 
these questions. The problem with this is that they reach very few people. She says that they 
try but it takes time to change peoples’ perceptions. Even though they sell products that have 
a negative impact on the environment they try to find alternative solutions. However, they 
have to sell the product that people’ wants and as long as they want products that contains oil 
they have to sell them. But in the long run she thinks that this will change, as more alternative 
will be provided. 

When we discuss how they control for working conditions etc. in factories she says they do 
that by auditing their suppliers and make sure they control their suppliers. She says the 
company is too small to visit the oil refines. However, they do not have any action plan for 
how to handle a situation of bad working conditions on the refines and she says they are quite 
immature in this field. Furthermore, she says that they have much more control over other 
product chains and this is because it exist legislation and a much stronger push from 
stakeholders. other product chain they have much more control over and this is due to it is 
legislation and a much stronger push from stakeholders. 
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When we talk about stakeholders pressure she says that it is not a huge interest among 
stakeholders to know, and this is because she thinks they do not care were the oil comes from 
because people are not prepared to give up the use of oil. The problem is that many of the oil 
refines are located in countries that have for example democratic or other problems. She says 
that the world would stop if one decided to only buy oil from for example Nordsjön, the price 
would increase and they would loose a lot of market share if they did that. Furthermore, she 
says they have no problem in being transparent and they work towards having control over 
their chains but it is not easy and they have a long way ahead. She says that this is not 
something they can do by themselves, the whole industry has to do it together and it has to be 
an external pressure. When discussing this she says that even if they had all this information 
she is not really sure what they would do with it. For example, the oil comes from Russia and 
is everyone supposed to stop trade with Russia? She says that she perceives that not all 
producers want to work towards this change and therefore it is hard to change the industry. 

7.3.5	  Interview	  with	  the	  small	  Swedish	  food	  company 
This interview is held with the environmental manager at the company. The interview starts 
with discussing the process in how they choose their suppliers. The process is as follows: In 
the beginning of the process the company sends a questionnaire to all potential suppliers 
where they have to answer questions most important for the company. After this, they do a 
valuation of all the suppliers and check if they have policies for human rights, environment, 
food safety etc. Furthermore they check if they are certificated according to different systems 
where they know audits are done and they ask suppliers to describe there polices, processes 
and to provide their action plans. The next step is to look at the food quality, how they 
transport their products and so on. If for example two suppliers are equivalent in terms of 
quality and price (after the evaluation is done), they check if one of these suppliers is located 
along their transport routes. Furthermore, the environmental manager says that suppliers do 
not have to fulfill all sustainability aspects, but if this is the case they try to influence them to 
put this in place. Their policy is to try to have the suppliers as close to the factory as possible 
since they want to reduce the environmental impact and to support local suppliers. 
 
According to the environmental manager it is common that suppliers have come further in 
their sustainability work than they choose to communicate, and this is because a lot of 
companies are afraid of the media. If companies choose to communicate to the media about 
their processes and the media then start to dig into that and find something in an area where 
they have not been able to reach as far, they write about it and it tend to be focused on what is 
negative rather than what is positive. She says that her company does a lot more sustainability 
work than they actually communicate, and they have noticed the same for their suppliers. She 
says that they have a lot of information but when trying to create material to publish they 
often end up in a situation where they conclude that it can be misunderstood and therefore 
they choose to not publish it. This situation is a due to lack of resources. She says that there is 
not a lot of people in the company who work with these kinds of questions and the daily 
operations take a lot of time, so they do not really have the time to think through how to 
formulate the communication materials. Furthermore, it has to be communicated in different 
ways depending on who the target group is, so in this sense, the information would have to be 
provided in different forms, which also would take a lot of time. The reason for not having 
put more resources into this is probably because one has not seen the pay-off yet, but the 
environmental manager are convinced that this is just a matter of time since there are an 
ambition within the company and more and more customers asks for this type of information. 
However, to their business partners the transparency is much higher since they provide them 
with material and information about their work. 
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When discussing the control over the supply chain she says that the company does audits on 
their suppliers, but how often is depending. For example, they do audits on all suppliers (and 
sub-suppliers) who handle meat since it is an expensive and an important product for the 
consumers. In these chains they have full control over the process and the origin of the 
product, and audits are done on a regular basis. However, on suppliers who handle other 
products audits are done irregular, and this is because they do not have the resources to do 
audits on a regular basis on all their suppliers. Therefore they do a risk assessment to be able 
to see where audits are most needed. From this risk assessment they choose once a year where 
to put their resources the up-coming year. This is why they continuously try to decrease the 
number of suppliers. She says that there are cases when they have been forced to leave a 
supplier even though their ambition is to influence and have long-term relationships with their 
suppliers. But if suppliers do not fulfill their requirement and do not have an ambition to do it 
either then they end the partnership. Furthermore, she says it can be hard to influence a large 
supplier, for example a sugar supplier on the other side of the globe. In this case, they are too 
small to have a chance to influence even if they always send them their policies.  
 
According to the environmental manager the level of transparency are of course influenced by 
the distance between them and the supplier. They have much more contact with suppliers 
nearby than for example with a spice supplier on the other side of the globe. This is because 
the company’s strategy is to try to have suppliers near the factory, but due to that some 
commodities are only available far away they do not always have a choice. These suppliers 
are not audited and this is because of the lack of resources, but they test these products in their 
lab and if spices (as an example) would contain contaminants several times they would switch 
supplier. But to control for child labor are not something they do because they are too small, 
so of course the level of transparency are correlated with the distance. Due to this they try to 
decrease their suppliers and have them as close as possible, and this is also why they have a 
lab where they test their products. She also says that even if they would have resources to visit 
suppliers on the other side of globe and do audits on them it would be hard to detect child 
labor and bad working conditions. This is because those companies who have child labor are 
very good at hiding it, and if they visit them for an audit they will probably hide child 
workers. So to detect these kinds of problems are hard. She says that this is a reason for why 
they do not want to do traditionally audits, because the one who would want to do a review of 
their work would see that this audit was of no value and this is not how the company would 
like to be perceived. 
 
 
 

 

 

 

 

 
 


