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This study analyzes and discusses sustainability reporting at Arla company which is one of the largest organic 

dairy producer in the world. Geographically its operations span across Europe, North America, North and West 

Africa and Asia. This study evaluates the company’s communication of its shared value creation and how it 

contributes towards the accomplishment of the Sustainable Development Goals. In order to do so, it analyzes 

two of the company’s annual Corporate Social Responsibility reports (2016 and 2019). A theoretical 

framework, combining Corporate Social Responsibility, Creating Shared Value, Triple Bottom Line and 

Legitimacy Theory is synthesized and applied to the subject matter. This research is a holistic single-case study, 

employing continuous literature review and a qualitative content analysis. The results of the research are 

presented discussing the merits and shortcomings of the company’s sustainability communication practices. It 

finds that Arla’s sustainability communication is heavily based on societal and environmental topics. Its main 

strategies of shared value creation operationalize the expansion and strengthening of markets and product 

quality assurance. The study also concludes that Arla avoids the communication of sensitive issues such as 

animal welfare or greenhouse gas emissions emerging from farms. Finally, the study advocates for the benefits 

of failure reporting, both in terms of compliance with the Sustainable Development Goals and sustainability 

practices, arguing that this might lead to greater legitimacy and possible support from other stakeholders. 
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results of the research are presented discussing the merits and shortcomings of the company’s sustainability 

communication practices. It also emphasizes the benefits of failure reporting, when companies discuss the ways 

in which they failed to reach the goals they had set for themselves. The research argues that this more honest 

approach might lead to greater legitimacy and possible support from the society. 
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1 Introduction 

This first chapter presents an introduction to the research. It discusses the broader problematic framework of 

Corporate Social Responsibility implementation in global corporate environments and the food industry. It also 

discusses the problematic nature of the concepts and theories that are used to communicate sustainability 

practices. It then describes the rationale, aim and research questions of this research. 

1.1 Problem background 

In the light of emerging social, environmental and economic challenges, business world has been facing criticism 

and increased demands regarding its contribution to society’s well-being and sustainable development 

(Macdonald et al., 2019; Kim, 2018). Business is not expected to carry on as before but rather to operate within 

a paradigm of “not leaving adverse negative social and environmental impacts” (Wheeler et al., 2003:1). This 

includes an expectation to go beyond purely economic incentives and address social and environmental matters.  

Nowadays, it is commonly argued that successful business cannot focus only on profit maximization but should 

demonstrate responsible behavior towards the society in which it operates (Mahajan, 2011). To put this into 

sustainability perspective, if companies are to think about their long-term continuity, they should deepen their 

understanding of both challenges and opportunities related with overall society’s transition towards 

sustainability (Walter, 2013). 

1.1.1 Sustainability challenge for businesses 

One source of pressure for businesses to become accountable is related to their financial capacities. Although 

corporations serve as an engine for economic growth, they do not function separately from their environments. 

They, therefore, need to engage in a dialogue with the broader society, especially in efforts to tackle global 

sustainability issues, such as inequality or climate change, among others (Moore, 2014). Authors (Orlitzky et 

al., 2011; Rangan et al., 2012) extend this point further, arguing that today’s business is a result of globalization 

processes, where economies are not completely autonomous but rather interconnected and interdependent on 

one another.  

However, the notion of business as a socially responsible actor is not only restricted to its economic growth and 

financial power. Lively debate is also taking place regarding the impact of business on ecological and social 

systems, particularly in the context of achieving sustainable development (McNall et al., 2011; Broman and 

Robert, 2016; Macdonald et al., 2019). Businesses have been criticized for their narrow view on value creation 

and profit maximization at the expense of environmental and social costs (Moore, 2014). As Porter and Kramer 

(2011) highlights, business overlooks the opportunity to create sustainable solutions that would be beneficial 

both for society and firms.  

Furthermore, businesses also need to deal with different time scales as, being a normative concept, sustainability 

rises not only the question of what is but also what ought to be our use of Earth (Kates, 2001). In this light, 

sectors that require high resource demand and intensive energy consumption are going to inevitably experience 

unpredictable changes as well as pressure to act sustainably (Loorbach and Wisjman, 2013). 

1.1.2 Challenges for food industry 

The food industry, along with agricultural industry, raise concern for present and future sustainable 

development. Its impact stretches along the entire production chain, from the cultivation phase, to the food 

processing and distribution (Borghi et al., 2014). The inability to feed growing populations, the falling 

biodiversity, land degradation and shrinking ecosystems are pressing sustainability challenges that are largely 

contributed by food industries (Garnett, 2014). The environmental impacts are particularly associated with a 

rapid improvement of livestock productivity and the intensification of farming practices (Capper and Cady, 

2020). Therefore, the food production stage is of a particular concern for sustainability. For instance, this sector 

adds to anthropogenic greenhouse gas emissions: an estimated 23% of GHG in the period of 2007-2016 derived 

from agricultural land use and forestry (IPCC(b) 2019:4). Simultaneously, the impacts of climate variability and 

change add to agriculture and compound threat to the agricultural and food sector itself as well as its 
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sustainability (IPPC(b), 2019). Additionally, such issues as amount of solid waste and resource use are also very 

prevalent within the industry (Kim, 2017). 

 
Corporations themselves, operating in the food industry, are also challenged by pressing sustainability issues 

(Loorbach and Wijsman, 2013). These issues are recognized and pressured upon by other stakeholders, such as 

governments and societies that are impacted by the activities of the food industry companies. As Shnayder et al. 

(2016) demonstrate, the industry is reacting to these pressures, even if it communicates these reactions as societal 

and environmental work. Still, there are objective sustainability-related issues that the industry cannot address 

alone. 

One example could be a supply chain disruption attributed to climate change and unusually prolonged droughts 

(Baldwin, 2015). This, for instance, happened in Russia over the summer of 2010 when because of drought, 

more than one-fifth country’s crop has been destroyed and eventually all grain exports were banned (Ibid.).  

Bassi et al. (2011:115) note that food and beverage industry faces questions of moderation more than most. Not 

only does the industry need to assure a long-term food supply but it is also expected to do so in making less 

negative environmental and social impact.   

Because of these trends, food and agricultural industry is central to the Sustainable Development Goals (SDGs) 

framework and goals implementation. Being so complex and multi-faceted, food sector also challenges multiple 

goals, such as ‘Zero Hunger’, ‘Climate Action’, and ‘Life on Land’ to name a few. This industry is important 

for social equity as well as issues related to environmental resilience building (Ruben and Verhagen, 2019:3), 

as negative impacts on nutrition and food security are still widely experienced among vulnerable communities 

(IPCC(b), 2019). Last, but not least, the contamination of soil with chemicals remains a concern (Baldwin, 

2015). Since this sector has a strong impact and a high dependence not only on the environment, but also on the 

economy and society, it is also essential in the discussions on business and corporate social responsibility (CSR) 

(Genier et al., 2009). Even though the environmental impacts of food production, processing and distribution 

receive considerable attention in sustainability area, the scientific conversation on CSR with a focus on food 

sector is relatively scarce (Hartmann, 2011:298).  

However, in the context of CSR, this industry faces various challenges. As food is a basic human need, it covers 

a complex set of requirements regarding production, the environmental, ethical and social conditions, as well as 

for the value chain, the quality and safety of products (Maloni and Brown, 2006). Covering an essential societal 

demand for food, this industry also experiences high pressure coming from societies and legal regulations. Some 

sector-specific societal concerns, for instance, animal welfare, labor rights or power abuse, also put this industry 

under special public scrutiny (Hartmann, 2011). As consumers’ expectations in the food industry are high,  social 

responsibility has become a strategic asset for food companies to demonstrate their good environmental conduct 

(Stranieri et al., 2019). For these reasons, the food industry always risks public criticism and hence, is expected 

not only to be socially responsible but also to communicate its corporate actions both internally and externally.  

1.1.3 Global business affecting responsibilities 

Blowfield (2010) suggests that businesses create global corporate power where the role and power of business 

and corporations is greater than one held by governments. While performing a certain societal function through 

provision of jobs, communication, utilities and other societal amenities, businesses are also asked to be 

responsible for entire societies. Such debate over the role of corporations in society also illustrates the major 

shift from a narrow stakeholders definition of business-society relations, towards a much wider network.  

Here, a wide range of stakeholders, local communities, environment among others, expect businesses to act 

responsibly and tend to their needs (Dawkins and Lewis, 2003) in such a way as to create a “win-win” situation.  

This process places modern food businesses under growing pressure and scrutiny. As a result, not only is the 

discourse regarding the purpose of businesses changing, but so are the ways in which private sector 

communicates its activities. Some corporations are beginning to pay increasing attention to social and 

environmental issues (Kolk, 2005). Numerous companies started to recognize that by being socially responsible, 

they can also impact their performance and reputation (Lapina et al., 2012). There is a stable trend by now for 

businesses to publish non-financial reports in order to disclose their business practices to stakeholders and 

society at large and communicate their ‘sustainability’.  
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However, there is also a critique that concepts of sustainability and sustainable development are used by 

companies to fit their corporate strategies and continue on doing business as usual (Hopwood et al., 2005). Being 

a solely voluntarily act, non-financial reporting is sometimes accused of being selective, while more sensitive 

issues sometimes remain undisclosed (Corazza et al., 2017).  

1.2 Problem  

Business responsibility towards society can be generally labeled as corporate social responsibility. However, 

being solely philanthropic, as firms provide ‘charity’ or ‘alms’ to society, CSR mainly focused on reputation 

and lacked a stronger linkage to a firm and its objectives (Porter and Kramer, 2011). Hence, CSR practices are 

not able to identify and tackle important societal issues, which could otherwise be positively influenced by 

businesses (Porter and Kramer, 2006). To address the problem, Porter and Kramer (2011) focused their 

discussion on a new concept, titled creating shared value (CSV), which primarily argues that businesses and 

society can benefit each other simultaneously and that corporate success and social welfare are interdependent 

(Porter and Kramer, 2011). Having a potential to transform to “the next major transformation of business 

thinking” (2011:64), the concept has steadily picked up momentum in business literature (Voltan et al., 2017). 

It also provided a strategic shift from sole sustainability to a focus on creating a better society (Corazza et al., 

2017). CSV has, therefore, been more commonly adapted by businesses which seek to demonstrate their focus 

on sustainability issues as well to communicate their intention ‘give back’ to the society (Laudal, 2018).  

Still, the issue of vagueness of this terminology remains, prompting companies not only to interpret both CSR 

and CSV in an eclectic multitude of ways (Corazza et al., 2017), but also providing opportunities for 

greenwashing and mis-representation. Because of the vast scale and scope of the food industry as well as its 

need to cover people’s basic food demands, its social impact remains a very prominent issue. On the other hand, 

stakeholders involved in food industries vary across the supply chain and different markets. A profoundly poor 

cocoa producer in Africa, the Swiss chocolate company and the American child receiving a chocolate bunny for 

Easter are all stakeholders in the same complex system. 

Therefore, while such a heterogenous sector can possibly translate into higher CSV applicability, the extensive 

food supply chains and networks are also harder to maneuverer. Besides, global food corporations are not 

operating in isolation, and they affect a variety of people involved. Everyone from those working in raw 

materials sourcing to the end consumers, are all affected in different and complex ways. Therefore, there is a 

risk that CSV programs will not tackle the needs of all stakeholders equally, which is why more research and 

more insight is required if the situation is to improve. 

Some companies are also becoming more aware of the benefits of their contribution to sustainable development, 

more specifically, the economic growth and promotion of environmental and social responsibility, including 

alignment with consumer interests and needs (Fontaine, 2013). In such light, more leading companies attempted 

to adopt CSV to their policies and practices not solely but in relation to the SDGs.  

In order to strive for a more coherent way in tackling sustainability challenges, the UN Agenda 2030 declared 

its 17 Sustainable Development Goals (SDGs). For businesses, supporting the SDGs can become an effective 

way to prove that they intend and can do well by doing good (Kim, 2018:26). Drawing on the idea that successful 

businesses must operate within the bounds of society (Suchman 1995; Deegan, 2002), the SDGs also call for 

rethinking potential contributions of a private sector towards a society (Bergman et al., 2017; Pedersen, 2018). 

Sustainable development, as defined by the SDGs, is structurally compatible with the triple bottom line (TBL) 

theory, as both of their fundamental elements are focused on societies, environment and economy (Sachs, 2015).  

This research, therefore, studied the reported sustainability practices one of the world’s biggest organic dairy 

corporations, Arla1, which has been declaring its efforts to meet its Corporate Social Responsibilities, calibrating 

it in accordance to the SDGs. Its sustainability practices are being reported upon in the company's yearly CSR 

reports, two of which became the subject matter of the analysis. They were analyzed using a theoretical 

                                                      
1 For the sake of clarity, and also considering that the company commonly titles itself Arla instead of Arla Foods, the same 

decision on shortening the company’s name was made.  
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framework that combined CSR, CSV and the triple bottom line approaches, while also enriching the model using 

the legitimacy theory. As a result, Arla's reported sustainability practices were discussed both in light of CSV, 

and the SDGs, which elucidated both its strengths and areas for improvement. 

1.3 Objectives and rationale  

The objective of this research arises from the need to explain how CSV is perceived and interpreted by the 

international food industry in relation to the SDGs. This way, this project contributes to a broader debate 

concerning the possible impacts and contributions to sustainability by large international food industry 

corporations. Through critically analyzing the reported sustainability practices of one of largest international 

dairy companies, the research both illustrates the debate on these practices, and discusses prospects for further 

development. 

1.4 Aim and research questions  

The aim of this study is to explain the reported sustainability practices of one of the world's biggest organic food 

corporations, Arla, in relation to the SDGs.  

Research questions: 

How are Arla's sustainability practices communicated? 

How sustainable are these practices, and how do they relate to the SDGs? 

What are the areas for improvement in Arla's sustainability reporting? 

 

1.5 Outline 

This research consists of eight chapters (see Figure 1). The first chapter (Introduction) presents an introduction 

to the research. It discusses the broader problematic framework of CSR implementation in global corporate 

environments and food industry. It also discusses the problematic nature of the concepts and theories that are 

used to communicate sustainability practices. It then describes the rationale, aim and research questions of this 

research. 

The second chapter (Methods) discusses the methodological choices made for the research. It first presents the 

two-level literature review that is employed throughout the research and integrated into the body text. The 

chapter also discusses the motivation behind the choice of the case study. Thereafter, topics of data collection, 

analysis and research approach are discussed. The chapter is concluded with the discussion on the validity and 

reliability of the selected method. 

The third chapter (Theoretical Framework) constructs the theoretical framework used in this research. It does 

so through discussing several relevant concepts and theories (TBL, CSR, CSV, legitimacy theory) in terms of 

their main facets and their critiques. The chapter concludes with a development of a conceptual framework for 

sustainable business, which integrates all four theoretical instruments.  

The fourth chapter (Background Empirics) discusses the problematic context of this research. First, it quickly 

overviews the main debates related to the topic of sustainability in business. It then discusses Social 

Development Goals in terms of their role for business and food industry. It also reviews the main critiques 

towards these relations. The chapter further presents a quick historical overview of the development of 

Sustainability and CSR reporting in business. Finally, it concludes with an overview of other relevant studies on 

sustainability reporting. 

The fifth chapter (Empirical findings) discusses the communicated sustainability practices of the case study in 

this research. Arla’s annual CSR reports from year 2016 and 2019 are analyzed and discussed in detail. In each 

case this is done in five steps: discussing the reported company's environmental, social and economic 

responsibility, its product safety responsibility and engagement with the SDGs. The arguments are illustrated 

with series of figures and table illustrations. 
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Fig. 1. An outline of this research. 

The sixth chapter (Analysis) utilizes the conceptual framework elaborated in Chapter 3 to analyze the empirical 

data on the sustainability reports discussed in Chapter 5. It evaluates all three hierarchical layers of business 

sustainability: the foundation of social, economic and environmental sustainability, the middle level of legality 

and legitimacy and the top level of ethics and philanthropy. It discusses the ways Arla engages with sustainability 

at all three levels, both discussing its communicated successes and shortcomings. 

The seventh chapter (Discussion) discusses three important topics related to Arla's sustainability performance 

and prospects for improvement. First, it engages with the ways the company is reporting its engagement with 

the SDGs. Second, the chapter discusses Arla's CSV practices, also elucidating areas for future communication 

improvement. Finally, the chapter is concluded with a discussion on transparent reporting.  

The eight chapter (Concluding remarks) overviews the main findings of this study. Limitations as well as 

suggestions for future research are also presented.  
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2 Methods 

The aim of this chapter is to outline the methods used in the research and to explain the rationale of these 

choices. It first discusses the two-level literature review employed in the thesis. Second, a description and 

justification of the case study selection is presented. In further three sections, the methods of data collection, 

analysis and research approach are discussed. The chapter is concluded with an elaboration on the validity and 

reliability of the research. 

2.1 Literature review  

This research used only published work, by employing an active literature review, conducted throughout the 

entire research process. A literature review demonstrates the expertise of the subject matter and it can be used 

simultaneously to support evidence for a research questions and a case study (Yin, 2018). It was an appropriate 

method to address the aim of this thesis, because it required both the analysis of sustainability reporting within 

the specific company, and a broader discussion on the problem‘s background and concepts.  

Therefore, the function of the selected method was twofold: firstly, a general literature review was conducted, 

expanding the knowledge on concepts and theories, after which, a focused literature review, concerning the 

selected company, was applied. Using an active and continuous literature review resulted with it blending into 

the body text of the paper. It informed the theoretical framework, background empirics, analysis and other parts 

of the research. Additionally, such choice allowed not only to reflect on the literature that was already employed, 

but also to integrate new material upon demand. 

2.1.1 General literature review  

Firstly, a continuous literature review allowed to identify a research gap and to conceptualize the problem that 

framed this research. It was also used to gain theoretical background knowledge which was needed to get a 

deeper understanding of concepts like CRS and CSV as well as the theories employed. Additionally, literature 

that focuses on broader thematic knowledge, regarding how the food industry challenges sustainable 

development, was also used. 

When searching the background material search words like ‘food industry’, ‘sustainability’, ‘sustainable 

business’, as well as names of different theories: ‘CSR’, ‘CSV’, ‘SDG’, ‘legitimacy theory’ have been used. In 

order to ensure that the most important literature sources are covered,  mixed methods were used, referring to 

different sources, located in major databases for social sciences (ScienceDirect, Scopus, and  Jstor). Most of the 

databases were searched and acquired using Uppsala University’s library engine. Additionally, leading journals 

in the field (e.g. International Journal of Corporate Social Responsibility, Ecology and Society, Journal of 

Business Ethics etc.) have been of great use in finding relevant articles and ensuring that they were peer-

reviewed. In effort to identify other material that might suit this research, reference lists of already selected 

articles were also reviewed. 

2.1.2 Specific literature review  

Secondly, an active and continuous literature review was required to analyze and discover how the selected 

company communicates its sustainability practices. In order to gain background knowledge on the case applied 

for this study, firstly a review of the company‘s website was conducted. Further in the process, annual reports 

and documents (e.g. company‘s Code of Conduct) were examined.  

It should be also noted that the temporal variable was especially important considering the nature of the research 

questions, inviting to analyze communication of sustainability goals over time. While some information 

concerning sustainability was obtained from documents accessible on the corporate website, there were 2 CSR 

reports, published in year 2016 and 2019, which acted as a base for this research.  

2016 was selected as a reference year just after the implementation of Agenda 2030 (in 2015). It gave an account 

of the company’s strategy on sustainability in reaction to the SDGs. The 2019 report represented the latest 

developments in the company’s efforts to implement their CSV commitments. It provided newest reference for 
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comparing the company’s strategy with the SDGs as it stood at the time of writing this research. At the initial 

stage, the research also included various other forms of the company’s sustainability policy communication, in 

order to attain a broader understanding of how the company positions itself in a global sustainability context. 

However, at later stages, the scope was intentionally narrowed down to two annual reports. This allowed for 

tracking the company’s progress over time more precisely and relating it to the SDGs.  

2.2 Case study  

In order to answer the research questions, this thesis engaged in a single case study. One of the reasons that 

invited to use this approach, was the complex nature of the CSV, CSR and sustainability concepts. Although 

they all have already been widely implemented, they also faced criticism as lacking grounded definitions (see 

e.g. Crane et al., 2014; Ahen and Zettinig, 2015). Pollach (2003) notes that a single case study is especially 

suitable for analyzing either complex or new fields of research. The decision therefore seemed necessary for 

working with such fluid concepts.  

Yet another reason for choosing this method is related with a purpose and design of the research. For one, this 

study attempted to illustrate how CSV is presented on a corporate level and how the communication of 

sustainability practices adapted to the SDGs. As it is noted by Yin (2018:2), a case study method can be 

especially beneficial, when research raises the ‘how’ and ‘why’ questions, and when it focuses on a 

contemporary phenomenon within a real-life context.  

Moreover, since this research sought to understand a phenomenon within a specific company, it required a 

context-dependent research method (Williams 2007:66) which would also allow to reveal the holistic 

characteristics of a chosen case (Yin 2018:4). In this regard, this single case study is  holistic, as it did not look 

at the company’s specific organizational levels (e.g. the managerial or leadership level), but instead it analyzed 

its overall sustainability communication.   

2.2.1 Unit of analysis  

Arla served as the unit of analysis in this research. When choosing the unit of analysis, two main criteria were 

used. The first one relates to the relevance of CSR and CSV for the corporation. This criteria is closely related 

to the second criteria of transparency, willingness to share strategic documents that account for corporate 

objectives and practices. Finally, the research aim and questions defined that SDGs implementation should be 

in the interest of the company’s activities.  

The selected company, Arla, is considered among the largest dairy companies worldwide (Arla, 2019). Its vision 

is guided by strong value creation, active market leadership and comprehensive sustainability strategy. The 

company had undergone various transformations in relation to sustainability. One among which is the “Closer 

to Nature” slogan launched in 2008 and the rebranding of the company as “green” (Borkfelt et al., 2015:1056).  

Arla held an ambitious sustainability strategy for its entire value chain (see e.g. Arla, 2018), and aimed to 

accelerate the path towards carbon net zero production until 2050 (see e.g. Arla 2019). Company also stresses 

the consumers responsibility in an educational way, for instance, through special date-labeling on fresh dairy 

products ‘Best before, often good after’ highlighted on the packaging (Arla, 2019). It is therefore evident that 

Arla is proactively positioning itself as an environmentally friendly company that focuses on spreading healthier 

lifestyles through healthy products (Ibid.). This made it a good case for studying communication on 

sustainability development processes in corporate environments. 

2.3 Data collection 

Owing to the exploratory and descriptive nature of this research (Robson, 2002), the data collection was guided 

primarily by inductive reasoning. It implies that collection, examination and process of continual re-examination 

of data determined research findings (Saunders et al., 2016). Data collection included both literature and 

documentary research. The literature search was conducted, following six parameters’ scale, adopted from 

Saunders et al. (2016). This stage was mainly complementing to a general literature review.  

 

https://www.arla.com/492906/contentassets/133b70e4e42d4f9eb4e57eb53a7c2719/arlacsr2018_uk.pdf
https://www.arla.com/49300f/contentassets/709e7d666e9f4e409e13945884bbc0e4/arlacsr2019_uk_0225a.pdf
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Parameter  Narrow  Broader  

Language  English  Not applicable  

Subject area Sustainable business  

SDGs 

CSR 

CSV 

Legitimacy  

Triple Bottom Line 

Ethical business 

Sustainable development  

Value creation 

Social legitimacy Accountability  

Stakeholder management  

Business sector  Food and/or dairy industry  Agriculture  

Geographical area Not applicable  Not applicable  

Publication period Last 5 years (since the SDGs 

appearance)  

Last 20 years 

Literature type  Refereed academic journals and 

books  

Academic journals and books  

Table 1. Parameters for collecting data (adapted with modifications from Saunders et al., 2016). 

The data collection strategy for this project (see Table 1) signifies a narrow scope, which is based on specific 

subject areas such as sustainable business, SDGs as well as the theoretical concepts of CSR, CSV, legitimacy, 

and triple bottom line. The priority was given to data that was most relevant in answering the research questions, 

therefore a priority was given to business sectors of the food industry and dairy industry. Besides the relevance 

to this research, publication date was another important criteria in filtering the material. Older data was referred 

to mainly in those instances where it was relevant for the theoretical background, especially to TBL and 

legitimacy theory, which have been circulating in the field for a while. The newest data was mainly informing 

issues around the CSV, SDGs and corporate responsibility. Most of the material found and used in this research, 

derived not from books but from journal publications. 

As this research focused on a dairy company Arla, the empirical data was obtained by documentary research 

(Saunders et al., 2016), mainly deriving from the official company’s website (see www.arla.com). It involved a 

detailed examination of its two CSR reports, published by the company in 2016 and 2019 accordingly. The 

rationale behind this decision was to study sustainability practices right after the publishing of the SDGs (2016) 

and the latest report available (2019). Moreover, the company’s CSR reports were analyzed instead of other 

communication sources, since non-financial reporting is considered to be the main channel of communication 

through which companies disclose their corporate sustainability activities to stakeholders and a society at large 

(Ihlen and Roper 2014; Koep, 2017). In addition, they present a holistic overview of the company’s entire 

sustainability practice throughout the year, not focusing on one issue.  

Additionally, the inclusion of some material from the reports, environmental strategies and other relevant 

documents allowed for better understanding of the overall company’s profile and strategies, focusing on 

sustainability. Only fragments of these documents were used as an additional material, in order to introduce the 

reader to Arla as a company prior to engaging in its strategy analysis.  

2.4 Qualitative Content Analysis  

In order to answer research questions, this study employed a qualitative content analysis (QCA) based on an 

inductive approach. The selected method is increasingly used in business research (Bryman and Bell, 2015). For 

instance, when analyzing annual reports of CSR and sustainability (Fifka 2012; Michelon et al., 2015; Kim 

2018) or exploring the development of CSR (Morsing and Langer, 2007). As noted by Tang and Li (2009), 

content analysis can also be useful when investigating themes, motivations or approaches emerging in the 

context of business social responsibility (Tang and Li, 2009).  

One of the main purposes of the content analysis is to describe a certain phenomenon which is based on selected 

texts (Hsieh and Shannon, 2005). Hence, it is less concerned with developing a theory than with providing 

synthesized insights into the data analyzed (Sciberras and Silva, 2018). Keeping in mind the research questions 

and that the key sources of data analyzed were the company’s reports, content analysis seemed a relevant 

method, especially when analyzing whether and how selected company contributed to SDGs implementation. 

The process of QCA can be consisted in three steps: preparation, organization and reporting of results (Elo et 

http://www.arla.com/
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al., 2014) that are defined shortly as follows in Figure 2. 

 

Fig. 2. Content analysis, using an inductive reasoning (adapted from Elo et al., 2014:3). 

The presented stages illustrates the main attributes of the method, applied for the data analysis in this research 

(Figure 2). Following this rationale, firstly the reports were read in their entirety which helped to get the 

overview. The categorization of sustainability-related themes was dictated by the theoretical model developed 

in this thesis. The model is comprised of three layers of inquiry. The foundational layer of sustainable business 

consisted of three aspects: social, economic and environmental. The material in the reports fell naturally under 

these analytical categories, as Arla communicated its sustainability practices using the very same three 

perspectives. Material for the analysis at the upper layer of business’s legality and legitimacy, was selected 

partially based on the legislation-related topics in the report, and partially identified with reference to the 

Legitimacy Theory. Finally, material for the analysis at the uppermost layer of ethics and philanthropy was 

selected using informed insight, inferring in the text the themes that resonate with the appropriate analytical 

categories. 

This research did not try to evaluate the quality or quantity of Arla’s communication, but to present an outline 

of the problematic areas that it does or does not tackle, as well as the density of communication in some particular 

areas in relation to others. Therefore, it elucidated the appeals to the SDGs in the company’s communication, 

by discussing which of the Goals are covered or not covered by the reports and why. It also used the theoretical 

framework to gain insight into which areas the company focuses most and least on, as well as into the reasons 

why that is the case. 

2.5 Justifying the research approach 

Since the aim of this research invited to explore the phenomenon on a deeper level, a qualitative inquiry was 

applied. A qualitative approach combines well with studies that are non-measurable numerically but require in-

depth analysis of a processes or a phenomenon (Saunders et al., 2016). It was used in the form of a case study 

to create an in-depth account (Yin, 2018) of how company implemented CSV practices and communicated 

SDGs in its corporate strategies. This inquiry allowed to focus on the written material, published by the company 

regarding its sustainability practices. The research questions invited to analyze the company’s CSV on a practical 

level as well as to discover the changes in sustainability communication over time. Therefore, a qualitative 

approach was seen as the most permissive for addressing these research inquires in a comprehensive way, as 

these inquires required not numerical but contextual analysis and a broader approach than the quantitative 

method can provide (Baker, 2003; Bryman, 2008). The flexibility and a holistic view on the research topic 

provided by the qualitative inquiry (Williams, 2007; Schmidt and Hollensen, 2006; Bryman, 2008) have been 

also seen advantageous for this study as it allowed to work with such fluid concepts as CSV or sustainability. 

On a similar note, the previous research on related topics also indicated the relevance of a qualitative approach 

as it does not reduce complex realities into countable variables but instead, seeks to understand the complexity 

of a phenomenon (Nambiar and Chitty, 2014; Wójeik 2016). 

Preparation

•Collecting suitable data for the analysis 

•Selection of unit of analysis 

•Presented in method chapter 

Organisation

•Creating categories or themes

•Presented in the empirics analysis chapter 

Reporting

•Describing the results, explaining the phenomenon 

•Presented in the analysis and discussion chapter 
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2.6 Validity and reliability  

As case studies are often accused of being less rigorous than other types of research, some comments regarding 

validity and reliability or trustworthiness, as Lincoln and Guba (1985) call it, of this study should be made. 

According to Flyvbjerg (2006), trustworthiness usually concerns processes of data collection, analysis and 

presentation of the results. The criteria for quality assurance within this research were established according to 

Riege’s (2003:78-79) and Yin’s (2018:79-82) validity and reliability measures with some relevant adaptations 

(see Figure 3).  

 

Fig. 3. Validity and reliability assurance (based on Riege (2003) and Yin (2018) with modifications). 

Construct validity establishes measures for theoretical concepts (Riege, 2003). Internal validity is usually 

concerned with quantitative research and cause-effect relations (Yin, 2018). It was not applied in this research 

is due to its qualitative and descriptive nature. External validity concerns generalizations made beyond the 

thematic confines of a study (Ibid.). Although a case study method does not aim to generalize the results, this 

stage was included in order to demonstrate that particular findings were connected to broader theories. Lastly, 

reliability refers to the replicability of the study (Riege, 2003). Such quality assurance measures were taken into 

account throughout the entire research.  

 

 

 

  

Construct 
validity

•Multiple sources (e.g. databases, journals) were used in data collection phase 

•Only refferenced and academic publications were used for secondary data

External 
validity

• The scope and boundaries of the research were defined in the research design phase

• Established theories and concepts were used 

• Contributions as well as limitations were presented in the discussion chapter 

• Open research questions were established

Reliability

• All theories and concepts employed are clearly stated 

• Analytical cateogories and topics were selected based on empircial data and theoretical framework

• All material, used for empirical study, is accessible online on the official company's website

• Explanatory tables were used throughout the entire research
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3 Theoretical framework  

This chapter starts with a brief introduction of the main theoretical instruments that this research uses and 

adapts. First, the idea of triple bottom line is presented, elaborating briefly on each of the three elements it 

entails. Second, it discusses the concept of corporate social responsibility, and presents Carroll's pyramid 

model, which it later adapts. Thirdly, it elaborates on the concept of creating shared value, which provides the 

justification for combining the former two theoretical concepts. Fourthly, a problem of business legitimacy is 

introduced, further expanding Carroll's model. The chapter is concluded with a discussion on the integrated 

theoretical framework that this research employs, as well as the discussion on the critiques that various concepts 

used had received. 

3.1 Triple Bottom Line  

Sustainability is an integrative concept with its environmental, social and economic aspects as three fundamental 

dimensions (Hansmann et al., 2012). This formulation is also central to concept of triple bottom line (TBL) 

(Elkington, 1998), which states that companies should not measure their impact only through traditional bottom 

line of financial performance. TBL theoretical framework can be seen as a broader goal for both society and 

businesses aiming for sustainability as it changed the perspective that companies’ success is based on the 

economic factors alone (Granados and Gamez, 2010). Instead, the notion behind TBL concept, is a simultaneous 

integration of three bottom lines, encompassing social, environmental and economic parameters (see Fig. 4).  

 

Fig. 4. Triple bottom line parameters (adapted from Bekele et al., 2012:374). 

The environmental dimension refers to all environmental issues that might be induced by companies at both 

local and global scale. Companies should not only acknowledge their environmental impact but to also address 

it through more sustainability-driven business practices. Therefore, companies’ environmental performance is 

strongly linked with the efficient use of natural resources, mitigating climate change, using certified raw 

materials, being responsible for the production cycle and other issues.  

The social dimension underlines the crucial relationship between society and businesses by indicating 

companies’ impact on societies at large. Social equity, stability and prosperity of societies should be the concern 

of businesses, as their activities can affect health, human rights, safety diversity and other topics (Shnayder et 

al., 2016). In this regard, businesses should act as socially responsible corporates.  

Finally, the economic dimension refers not solely to traditional corporate capital and growth, marketing or 

environmental

economicsocial
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competitiveness, but also to economic sustainability. The latter should be reached without leaving a negative 

trace on the environment or within societies. Hence, the aim of the economic development goes beyond just the 

profit maximization and keeping companies financially prosperous. Profit should translate into social progress 

and respect for the environment, generating value for shareholders, customers, partners and society at large 

(Fonseca and Lima, 2015). Such performance, driven not solely by economic variables, but also by social 

responsibility, is vital for companies’ long-term success (Schaltegger et al., 2013). TBL is used not only to 

define sustainability but also CSR which stands for taking responsibility of companies’ societal impacts, which 

can be of economic, social or environmental nature. Through these three areas, businesses can either add value 

or impact societies negatively. Thus, TBL can be used by corporations as an entrance point in fulfilling the goals 

of CSR and ultimately sustainable development.  

3.2 Corporate Social Responsibility  

Once considered an idea that is „frowned-upon“ (Lee, 2008), nowadays CSR has been transformed into one of 

the most widely accepted and influential concepts (Lee, 2008; Okoye, 2009). The notion of CSR began to 

circulate in the business contexts around 1950’s with Bowen’s book Social Responsibilities of the Businessman 

(Bowen, 1953), in which, the author argued that businesses can affect the society and, therefore, their decisions 

should benefit it (Lapina et al., 2012). About a decade later, because of public criticism, companies themselves 

started to define their values and embrace social responsibility programs (Ibid.).  

The concept evolved over time and today the field of CSR contains a great variety of theories and approaches. 

For instance, Garriga and Melé (2004) offer a division of CSR theories, which falls into four major categories: 

instrumental, political, ethical and integrated. Given the amount of different interpretations of CSR, the essential 

element is that it acknowledges the interdependency and connection between business and society. Being part 

of the society, companies need to operate in complying with the norms set by society (Roca and Searcy, 2012).  

This research employs Carroll’s ‘CSR pyramid’ (Carroll, 1991) which is considered among the leading 

constructs of CSR, especially in the social field (Schwartz and Carroll, 2003). Broadly speaking, it is concerned 

with the nature of businesses’ social responsibilities towards the society. The pyramid model depicts CSR as a 

multilayered concept, consisting of four interrelated responsibilities, inviting businesses to be profitable 

(economic responsibility), obey the law (legal responsibility), be ethical and oblige to do what is right (ethical) 

and finally, be good corporate citizens (philanthropic responsibility) (Carroll 1991:42).  

 

Fig. 5. The pyramid of Corporate Social Responsibility (adapted from Carroll 1991:42). 

The bottom layer of economic responsibility indicates that first and foremost companies should be profitable 

and carry on their operations. Following this thread, the economic responsibility serves as a base of the pyramid. 

PHILANTHROPIC 
repsonsibility

Be a good corporate citizen

ETHICAL responsibility

Be ethical

LEGAL responsibility

Obey the law

ECONOMIC responsibility

Be profitable
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The second layer of legal responsibility requires businesses to work in accordance within the boundaries of 

legislations, defined by law. These legal expectations are usually based on ethical premises, which connects with 

the third, ethical responsibility. Taking this responsibility into account, companies are expected to perform justly 

and morally in ways that are not codified by law. Such activities usually reflect the values, norms or principles 

of stakeholders and society at large. Finally, the philanthropic or discretional responsibility exceeds economic 

and legal requirements for businesses as well as strictly defined ethical concerns, emerging from the society. It 

refers to more loose expectation for companies to ‘give back’ to societies at large. The scope and goal of these 

voluntary activities is left to be decided by businesses themselves.  

CSR has been criticized as a concept, for being too broad and for its lack of theoretical coherence (Ahen and 

Zettinig, 2015). This ambiguity of interpretations makes CSR a tricky concept to be implemented coherently. 

The concept's practical implementation has also been criticized for the lack of clarity with regards to how the 

impact will be achieved and clear measures how the outcomes will be evaluated. There is further confusion 

considering that CSR tackles a wide range of usually ambiguous problems in various contexts (Sheehy, 2015). 

It therefore remains unclear, which societal group's perspective is to be taken as a reference point for establishing 

the nature of the issue that the company aims to address (Ibid.). In order to mitigate these conceptual issues, this 

research chose a single specific CSR model (Carroll's pyramid) for further theoretical elaboration. It is 

supplemented with perspectives offered by CSV, TBL and legitimacy theory, which integrate the interests of 

various different stakeholders and negotiate the hierarchies of interests involved. 
 

Still, since CSR is not a legislative but a voluntary act, companies might falsely report their social responsibility 

practices while doing business as usual (Hopkins, 2007). CSR can hence become just another greenwashing 

practice (Wójeik, 2016), employed to enhance company’s reputation (Kramer and Porter, 2011). This is a valid 

critique, and this is why this research limits its inquiry to the level of Arla's communication, leaving the veracity 

question aside. Still, it argues that transparency not only regarding the company's social responsibility, but also 

in cases of failure to address its demands, can end up being beneficial for the company's public image. Through 

honest reporting companies can build legitimacy and gain social support, in the end, benefitting interests of all 

stakeholders. 
 

Considering CSR’s practical implementation, the employment of the concept can be twofold. For one, it can be 

addressed instrumentally, considering it as a behavior that affects the company’s bottom line (Wang et al., 2020), 

or it can be addressed from a broader perspective, where CSR is seen as a goal in itself that functions along with 

financial and other goals that companies might pursue (Ibid.). CSR can be interpreted either way. Yet the 

theoretical model here suggests that regardless of the approach, interests of companies and their milieus are 

actually entangled. Effectively they influence one another regardless of the perspective of the company. 

3.3 Creating Shared Value  

About a decade ago, Porter and Kramer (2011) have introduced the concept of creating shared value which lies 

on the premise that business can create economic value by simultaneously creating societal value. In essence, 

the concept focuses on the relationship between business and society at large, while both bringing economic 

progress and addressing societal needs. While corporate social responsibility strategies suggest that companies’ 

concern about social issues is a philanthropic act, CSV implies that business should actually act like a business 

and not like a charity. Companies should not feel obligated to do good for the community but instead to act so 

because they can benefit from it, as creating value for society can expand economic value as well (Porter and 

Kramer, 2011). In other words, companies’ success is connected with social progress (Ibid.).  

However, one of the principles of shared value is also the acknowledgement that not only the economic needs 

but also the social needs define the markets themselves. Currently business is seen as prospering at the expense 

of society and is blamed for causing social, environmental and economic problems. These concerns contribute 

to decreasing reputation of companies and their legitimacy at large. Herein, there is a need to increase the low 

business legitimacy as well as to suggest a more sophisticated form of capitalism (Porter and Kramer, 2011:77). 

The concept attempts to redefine the boundaries of capitalism as new efficiency gains, market expansions as 

well as new societal, economic and environmental value can emerge from improved business-society connection 

(Yang and Yan, 2020).  
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Kim (2018) suggests that the legitimacy of business and state of the society is not separate but mutually 

dependent. In the light of social and ecological challenges, the impact of business towards society has been 

questioned (McNall et al., 2011; Broman and Robert, 2017). The primary rationale of CSV refers to business as 

being able to contribute to sustainable development (Kim, 2018). Furthermore, the objective of CSV is to 

recognize the needs of business and society, to build partnerships and to address these complex problems 

(Kramer and Pfister, 2016). In this regard, CSV shares similarities with sustainable development and the SDGs 

as a tool to deliver tangible social benefits.  

On the other hand, “sustainable development pursued by the corporations is the driving force of CSV itself” 

(Yang and Yan, 2020:3). CSV has been also supported from a triple bottom line viewpoint by proposing the 

creation of social-economic-environmental value (Shrivastava and Kennelly, 2013). Taking such a view, CSV 

attempts to balance these three dimensions of sustainable development and look at societal and environmental 

issues from a value point. According to Yang and Yan (2020), despite all the criticism business receives, shared 

value, balancing business activities and social concerns, seems a promising concept in helping to transform 

business to aim for sustainable development.  

The concept of CSV has been critiqued for several reasons. Some scholars argue that CSV lacks originality and 

clarity of definition (Crane et al., 2014; Beschorner, 2013; Voltan et al., 2017). Although CSV has been 

introduced as a novel concept, it bears similarities with already established concepts and theories such as CSR, 

social innovation and stakeholder theory (Strand and Freeman, 2015; Crane et al., 2014). Within the limits of 

this research, this is actually a plus, since the compatibility of CSV with other theories allows for better 

integration into the theoretical framework.  

Another common theme in CSV critique, is the failure of CSV to fully address the complex relationship between 

business and society as well as the tension between social and economic goals (Crane et al., 2014; Dembek et 

al., 2016; Aakhus and Bzdak, 2012). CSV provides economic incentive of social contributions but it does not 

raise the concern of what should be done if business values and social values are conflicting (Beschorner, 2013).  

Finally, critiques also question the empirical grounding and applicability of CSV. For one, CSV does not tackle 

fundamental issues such as corruption or human rights (Elkington, 2011). Therefore, it can be seen as solely 

functionalist and empirically inaccurate (Beschorner and Hajduk, 2017:31). Laudal (2018) notes that Porter and 

Kramer (2011) neither compare CSV nor track its development among similar companies, which makes the 

discussion on empirical evidence for or against CSV impossible. In response, this research also introduces 

legitimacy theory into the research model and applies it to a specific case, allowing for both greater clarity in 

the relations between corporate and social interests, and more practical applicability. 

3.4 Legitimacy 

As it was discussed previously, businesses have to fulfill economic,  legal,  ethical  and  philanthropic  

responsibilities  in  order  to  address all of their obligations to society (Carroll, 1979). Companies are also 

expected to embody some accountability and transparency through disclosing their CSR information along with 

goals, ambitions and actual perfomance indicators so that the society and other stakeholders remain informed 

on how businesses keep up with their obligation of being good corporate citizens. One way of legitimazing their 

actions can be done through CSR and sustainability reporting (Castelló and Lozano, 2011). In this light, 

legitimacy theory can explain these social and environmental disclosures. 

Underpinning the legitimacy theory lies the assumption that companies are obligated to create additional value 

for the society which permits them to operate: “the license to operate is central to legitimacy theory and posits 

that an organization can only continue to exist if its core values are aligned with core values of the society in 

which it operates“ (Blowfield, 2008:60). Therefore, there is an implication for a social contract between 

companies and society, according to which, businesses should operate adequately in the given social and cultural 

context (Deegan, 2002). In other words, certain values and norms within a society defines what corporate 

behaviour can be considered as legitimate (Suchman, 1995). Therefore, since they are dependant on social 

support and approval, businesses do not have an inherent right to existence (Ibid.), and constantly need to prove 

their value to the society.  
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According to Suchman (1995:574), legitimacy represents “a reaction of observers to the organization as they 

see it”. In line with this assumption, the author defined three types of legitimacy: pragmatic, moral and cognitive 

(see Table 2), which co-exist in most real-world settings (Ibid.:586).  

 

Type of legitimacy Underlying behavior Based on 

 

PRAGMATIC 

LEGITIMACY 

Society grants legitimacy but  expects 

business to be responsive to their needs 

 

self -interest of stakeholders 

 

MORAL LEGITIMACY 

Society grants legitimacy if company’s 

behavior is based on moral grounds, ‘the 

right thing to do’ 

 

conforming to socially accepted 

moral standards 

 

COGNITIVE 

LEGITIMACY 

Ultimate acceptance of the company 

and/or its activities 

 

taken for grantedness 

 
Table 2. Types of legitimacy (adapted from Suchman 1995:576-585). 

Pragmatic legitimacy “stems from considerations, whether a company’s behavior benefits stakeholders, and is 

therefore based on their self-interest. In contrast, moral and cognitive legitimacy implicate larger cultural rules” 

(Suchman 1995:574). In case of moral legitimacy, stakeholders evaluate if company’s behavior is in favor of 

just and moral actions. Cognitive legitimacy “can be seen as the result of an ultimate acceptance of a company 

or its activities, the legitimacy of its practices must be taken for granted” (Ibid.: 583). 

Another underlying distinction is related to the discourse between a company and its stakeholders. “Company 

can achieve the first two types of legitimacy, pragmatic and moral, through active participation and dialogue” 

(Suchman 1995:585). In this regard, transparent reporting and communicating companies’ actions can also help 

to establish legitimacy, whereas cognitive legitimacy originates from a rooted assumption that companies actions 

are comprehensible.  

Although there are differences in three types of legitimacy, they all agree that businesses have to generate 

acceptable returns for society and other stakeholders. In the light of criticisms and responsibilities that questions 

companies role in society (Kim, 2018), companies are called to be accountable and, therefore, legitimacy theory 

is becoming more relevant to CSR (Castelló and Lozano, 2011). To a great extend companies owe their existence 

to the society and other stakeholders (Deegan, 2002). They therefore seek to prove their legitimacy through CSR 

activities, making them visible and accessible both internally and externally (Ibid.). Thus, as argued by Schuman 

(1995), processes of any legitimacy strongly rely on communication between an organization and the society in 

which it operates. 

3.5 Conceptual framework  

Taken together, the theoretical instruments above can combine into a single model for sustainable business (see 

Figure 6). The hierarchy pyramid suggested by Carroll, implies that apart from other, less important factors, the 

fundamental priority for a company remains to be economically successful. While this claim maintains some 

implications prioritizing the economic bottom line, CSV and TBL supplement this bottom layer, introducing 

more dimensions to what defines and predetermines economic success. It appears that it not only depends on 

the efficiency of a business model, but also on managing and utilizing the social and environmental impact of 

the business’ activity. This way, CSV incorporates all three bottom lines at the base level of Carroll’s pyramid, 

rendering it focused on economic, social and environmental sustainability rather than just the financial profit.  

The capacity to maintain social and environmental resilience despite the business’s activities assures continuous 

and recurring payout after the initial phase of implementation. Being based on a sustainable foundation, it 

generates stabile and continuous income over time. This way, the reduction of immediate economic profit should 
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be seen as a long-term investment into a continuous, 

sustainable flow of income over an extended period of 

time. Establishing such a sustainable practice requires 

ongoing supplementary investments in order to 

maintain the business model, but since, as the concept 

prescribes, the value created is shared,  other 

stakeholders (the society, the state, other businesses) 

are also interested in supporting and maintaining the 

business operations.  Hence, the maintenance burden 

can also be shared if not completely mitigated. 

The two middle levels of Carroll’s pyramid presents 

the request for the legitimacy and ethical validity of the 

business practices. Using legitimacy theory, the model 

can be enriched to inquire not only into the technical 

legal and ideal ethical validity, but also into the more 

socially-engaged dimension of legitimacy in between 

the two. While the author interprets legal validity as 

obeying the law, another question can be asked 

regarding its pragmatic legitimacy, whether the 

business responds to social need and is beneficial to 

society. Meanwhile, ethical inquiry regarding the value 

that the business returns to society can be also 

enriched via inquiring about the moral and cognitive 

legitimacy of its practices. 

Finally, the most general, philanthropic dimension can be analyzed asking whether the business adds to human 

well-being in a sustainable way. If the business model, based on a sustainable practices, is legal, legitimate and 

ethical, it should overall contribute to protection of the environment and flourishing of humanity.                  

In combination, the theoretical framework of analysis can be represented schematically and consists of three 

questions. Are the communicated business’s practices: 

1. Sustainable (economically/environmentally/socially)? 

2. Legal and legitimate? 

3. Ethical and philanthropic? 

 

Arla’s corporate reports were analyzed in Chapter 6, based on this framework to determine the reported 

sustainability of its practices. Sequence-wise, it followed the logic that the Carroll’s pyramid proposes. First, it 

discussed the level of Social, Economic and Environmental sustainability communicated in Arla’s reports. Then, 

it explored the disclosed practices from the perspective of legality and legitimacy. Finally, it tackled the ethical 

questions and the company’s practices of philanthropy. This resulted in a structured explication of Arla’s 

communicated sustainability practices at each layer of the sustainable business framework proposed here. It 

produced a structured vision of the company’s sustainability performance and allow for its systematic 

evaluation. 

  

Philanthropy

Ethics

Legitimacy

Legality

Sustainability

Economical/Ecological/Social

 Fig. 6. A conceptual framework (developed by the author) 
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4 Background empirics  

This chapter discusses the contextual topics that are relevant for this study. It first reviews the main arguments 

related to the sustainable performance of business. It then discusses the role of the Sustainable Development 

Goals that had been released in 2015 and serve as a temporal reference in this study. The topic is discussed in 

terms of relations between the SDGs and business in general and food industry in particular, as well as with 

regards to the main critiques towards these relations. The chapter further presents the a quick historical 

discussion with regards to Sustainability and CSR reporting in business. It then concludes with an overview of 

other relevant studies on sustainability reporting that this research references. 

4.1 Sustainability and business 

Since the introduction of sustainability debate with the 1987’s Brundtland’s Report, the awareness around this 

multifaceted topic rose greatly across different academic disciplines and fields. A sustainability-driven view has 

also become increasingly common among business researches and practitioners (Jia et al., 2019). The reception 

of the concept in business environments is evolving. Ehrenfeld and Hoffman (2013:2) argue that currently the 

concept is commonly used just as “an issue of corporate strategy”, becoming a label for economical-incentive 

driven business strategies.  

Hence, to speak of sustainability usually means to relate it with businesses’ policies that are often titled as 

“green” or “clean” (Alley, 2011). Dyllick and Hockerts (2002:2) define sustainability as a process of “meeting 

the needs of firms’ direct and indirect stakeholders (such as shareholders, employees, clients, pressure groups, 

communities etc.) as well as the needs of future stakeholders”. In such instance, sustainability is highlighted as 

a means to correspond with needs of stakeholders involved.  

Other authors take a broader view, seeing sustainability as a means to not only sustain and expand economic 

growth but to also “improve shared value, corporate reputation, customer relationships and the quality of 

products and services” (Székely and Knirsch, 2005:628). It is further suggested that sustainability in the business 

context is the pursuit of ethical business practices (Ibid.). It can be achieved, for instance, through minimizing 

negative externalities such as pollution, waste or practicing efficient resource use (Küpers, 2011) as well as 

through less tangible, societal dimensions such as attention to social capital, social networks and even cultivation 

of happiness (Jia et al., 2019).  

In debates on business and sustainability, the focus on economic growth, which had previously been common 

sense, has moved to a wider range of issues, especially those related to the environment (Ibid.). Because of more 

apparent and widely discussed ecological and social issues, businesses are expected to go beyond conventional 

economic roles. This can be done not only through reducing unsustainable practices but also through creating 

sustainable ones. Businesses are expected to go beyond conventional economic roles.  

4.2 Sustainable Development Goals  

In 2015 the UN adopted the 2030 Agenda with its 17 Sustainable Development Goals (see Figure 7), which are 

also referred to as the Global Goals (UN, 2015). This marks ‘a paradigm shift’ in the sustainability discourse. 

Unlike its precedent Millennium Development Goals (MDGs), the SDGs take bottom-up and multidisciplinary 

approach. The novelty of the SDGs lies in the explicit recognition that not only governments but also civil 

society and private sector are equally responsible for its implementation and progress towards sustainable future 

(Scheyvens et al., 2016).  

Private sector, including micro-enterprises, multinationals, cooperative, philanthropic organizations and other 

entities, is an essential stakeholder in assisting government and society in achieving the SDGs (UN, 2015). This 

is particularly reflected in the final Goal 17, calling for cooperation between national and international actors. 

Rendtorff (2019) emphasizes the specificity of this Goal, as it refers to the variety of stakeholders working 

together, especially to businesses.  
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Fig. 7. United Nations Sustainable Development Goals (UN, 2015). 

The Agenda 2030 also provides a more holistic perspective by broadening the range of goals (Scheyvens et al., 

2016) and focusing on the Five P’s: people, planet, peace, prosperity and partnerships. These covered areas are 

particularly relevant for businesses (Rendtorff, 2019:512), especially the ones regarding economic growth, 

social prosperity and environment. The 17 goals with its 169 associated targets and 230 indicators cover social, 

environmental and economic dimensions of sustainability.  

All the SDGs are considered coherent, indivisible and universally applicable (Le Blanc, 2015) and should 

therefore be achieved together. Following the framework, national governments are recommended to set their 

targets respectively to their countries’ contexts and most pressing sustainability issues. To this end, a priority 

issue for governments also becomes businesses’ engagement with the Agenda 2030 through social responsibility 

performance (Kim, 2018). Constituted as a driver for both economic development and social change, the SDGs 

are therefore important for business ethics and corporate social responsibility (Rendtorff 2019:510).  

4.2.1 Sustainable Development Goals and business  

In 2015, the SDGs were accepted with great optimism, as universally beneficial. It was recognized that 

integration of these Goals into business strategies can help private sector to “look into the future”, guide their 

investments and undertake more sustainable business practices (Pedersen, 2018). In the same year, the SDG 

Compass was published with an aim to help companies understand the impact of these new goals and guide 

them in the process of contribution to the SDGs. In the SDG Compass (2015:4) it was emphasized, how 

companies can benefit from adding to the SDGs by: 1) identifying future business opportunities; 2) enhancing 

the value of corporate sustainability; 3) strengthening stakeholder relations and keeping pace with policy 

developments; 4) stabilizing societies and markets; and 5) using a common language and shared purpose.  

Similarly, benefits were also recognized among academia. The adoption of the SDGs can be economically 

rewarding for companies (Pedersen, 2018) and it can also improve the relationship between business and society. 

According to the Business and Sustainable Development Commission (2017), the SDGs offer companies not 

only a strategy to lead their business forward but also a way to rebuild trust within societies. As noted by Kim 

(2018), the adoption of this sustainability agenda can help businesses to demonstrate its shareholders and a 

broader society that they can do well by doing good.  

While the SDGs might increase opportunities for a private sector, businesses should also take a critical part in 

realizing these SDGs (Rosati and Faria, 2019; Moratis and Melissen, 2019). Notably, companies’ ability to 

innovate, create business models that are responsive towards social and environmental pressures as well as 

business efficiency, among other factors, are needed for sustainability as far as it relates to business practices 

(Lucci, 2012).  
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The Goals can become a reference point for businesses to consider and measure their activities’ impact on social, 

economic and environmental dimensions. The contribution of businesses towards the SDGs can also be 

contextual. By reporting on their SDGs adoption and corporate sustainability, businesses can provide support to 

other institutions regarding planning, implementing, measuring or communicating the SDGs (Rosati and Faria, 

2019; Wang et al., 2020).  

However, if private sector ought to be successful, it needs to acknowledge both challenges of and opportunities 

for transition towards sustainability (Franca et al., 2017). Scheyvens et al. (2016) suggest that global 

partnerships can remain just a rhetoric as on practical level, there are competing values and interests among 

different stakeholders. Many companies still struggle to align their strategies with the SDGs as well as to 

measure their impacts (Pedersen, 2018).  

For those coming from a private sector, the global-level targets, such as the SDGs, likely seem to be too broad 

or contradicting their business-interests. As the relevance of these goals varies depending on the business 

contexts (Schönherr et al., 2017), the question on how business may integrate all the SDGs in their activities 

remains complex. This is also true given that some interests of different businesses might overlap, contradicting 

each other and creating tensions among businesses themselves.  

Associated with the above, emerges the second issue of companies ‘cherry-picking’ the SDGs instead of 

embracing all of them (Moratis and Melissen, 2019; Stafford-Smith et al., 2017). If companies prioritize a few 

goals purely for the instrumental reasons, such implementation of the SDGs questions rather than informs 

corporate sustainability (Moratis and Melissen, 2019:253). Companies tend to prioritize either those goals that 

are relevant for their own business strategy, ones that their business have greater impact on, or those that have 

high impact on their own business processes (Ibid.). However, being part of the unified Agenda 2030 framework, 

all the SDGs are mutually dependent and their interconnectedness is crucial for their realization. This implies 

that all the parties aiming to achieve sustainable development should not consider the SDGs in isolation but 

should find ways of realizing all the goals together.  

4.2.2 Sustainable Development Goals and food industry  

The application of the SDGs remains a challenge within a food sector as it is a complex industry, going beyond 

Goal 2, promising to ensure food security and nutrition. Being a cross-sectoral system, the food industry is 

important for realizing all the SDGs (Glaser, 2012). It encompasses a broader range of inputs (e.g. people, 

environment, infrastructures, etc.) and activities that relate to production, processing, consumption, among 

others (Baldwin, 2015). Food security and societies’ nutrition, as well as economic, social and environmental 

outcomes are also tightly connected (Ibid.).  

Rockström and Sukhdev (2016) share a view that all the SDGs, either directly or indirectly, relate to food and 

agriculture industry. The existing studies on the topic mostly focus on food safety and nutrition, consumption, 

packaging, waste and natural resource depletion. Meanwhile other sustainability areas remain under-researched. 

In addition, the impact coming from food industry varies greatly. It ranges from social issues, including health 

hazards, food waste and unsustainable consumption patterns, to child labor and persistence of extreme poverty, 

to name just a few. But it also relates to broader environmental concerns, ranging from loss of biodiversity, 

increased emissions of greenhouse gases, deforestation, food waste, pollution, loss of biodiversity, heavy 

emissions of greenhouse gases, widespread eutrophication of water bodies and others. Besides, food systems 

themselves are “vulnerable to climate change and land degradation” (IPCC(b) 2019:15). Such a broad range of 

sustainable development challenges that are induced by food industry proves it to be the key sector in seeking 

sustainability.  

On top of that, the relevance of all the SDGs should be prioritized. As it is highlighted in the Fixing the Business 

of Food – the Food Industry and the SDG Challenge Report (2019), even those companies that embrace 

responsibility of their supply chain, quality of products, environmental impacts and other sustainability issues, 

find it challenging to apply the SDGs to their own actions and principles. In this context, there is also an issue 

with reporting on sustainability, which remains highly fragmented and not adequately aligned with the SDGs 

(Ibid.). The report also states that companies can more effectively assess their alignment with the SDGs 

reflecting on four areas: 1) health impacts of products and strategies; 2) sustainability of production; 3) 
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sustainability of supply chains, 4) corporate citizenship (Ibid. 9-11).  

On a practical level, companies are starting to embrace business socially responsible practices. They begin to 

see sense in seeking commercial success with positive sustainability outcomes (Lucci, 2012). Food industry also 

demonstrates growing awareness of its impact on environmental problems as well as health and livelihood 

related issues and are actively addressing sustainability questions. For instance,  Unilever, a global packaged 

food and beverage company, declares its aims to halve its environmental footprint, by reducing greenhouse gas 

emissions, reducing water use in agriculture, increasing recycling rates and increasing source practices 

(Unilever, 2020).   

Another well - known food and beverage company, Danone, communicates its attempts to align the company’s 

goals with all the SDGs, additionally specifying which of the 169 Targets they focus on. Social innovation funds 

like The Danone Ecosystem Fund and Danone communities, aiming to foster vulnerable partners in their food 

chain, is just a part of their initiatives (Danone, 2017). Yet another example is Nestlé, a global company which 

chose CSV to inform their activities and progress along the SDGs implementation (Kim, 2018). The company 

also extends its interest beyond environmental issues. One of the examples could be their policy on gender-

neutral parental leave and support policy for company’s employees (Nestlé, 2019).  

4.2.3 Critique of Sustainable Development Goals regarding business  

The main criticism towards the SDGs raises questions of accountability, complexity, contradicting interests, 

absence of the systematic implementation mechanisms, among others (see e.g. Pogge and Sengupta, 2016). 

Some of the critique specifically targets business, which is relevant in the context of this research.  

Firstly, Agenda 2030 was praised for its consultative and inclusive approach in the process of developing the 

SDGs (Kharas and Zhang, 2014). Beside political actors and society leaders, businesses were also involved in 

the process. However, Pingeot (2014) observed that the involvement of the private sector was uneven. More 

specifically, industries that were mostly involved were Western transnational companies, representing mining, 

oil, telecommunications, technology, pharmaceutics and food sectors (Ibid.). As a result the interests of these 

actors are over-represented in the process of SDGs design (Scheyens et al., 2016). Meanwhile, according to 

Koehler (2015) this dis-balance risks overriding the interests of broader society, NGO’s and smaller private 

organizations.  

Business is also seen here as a “Development Agent” (Blowfield 2012:414), taking a proactive role. The 

expectations towards a private sector goes beyond economic contribution, asking for socially responsible 

activities that would improve the society and people’s lives (Ibid.) as well as contribute to global governance 

and leadership around sustainability (Pingeot, 2014). However, expanded role of business in the SDGs 

implementation and development at large, also brings concerns about private sector being too passive in 

challenging neoliberal mechanisms (Kumi et al., 2014), creating inequalities and inefficient development. 

Pingeot (2014) points out that businesses usually attempt to reduce their negative impact only through voluntary 

initiatives rather than strict regulations. The author explains this by the fact that businesses are commonly driven 

by self-interest (Ibid.). This encourages businesses to pursue inefficient interpretations of sustainable 

development in their CSR programs (Luke, 2013:83).  

Another important critique in the business context of the SDGs is focused on Goal 17, calling for global 

partnerships. Collaboration is an essential dimension in tackling sustainability issues. All the SDGs are 

concerned with global level issues, for instance, climate change or raising poverty. Therefore, solving issues of 

such global scale is not within the capacity of a single company or specific sector (Nidumolu et al., 2014). 

Therefore, all stakeholders should work together in achieving common goals.  

However, while being a vital component in sustainability discourse, such approach also negates the possible 

conflicts between different interest groups (Pingeot, 2014). For a private sector, financial success and economic 

growth might be central, while needs of society remain at the periphery (Scheyvens et al., 2016). In the context 

of collaborations, it is important not only to openly talk about overlapping interests (Ibid.) but also to begin with 

partnerships at a smaller scale, linking company’s interests with shared-values (e.g. preservation of essential 

natural resource), encouraging productive competition and building a trust bond (Nidumolu et al., 2014:5). 
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4.3 Corporate sustainability reporting  

CSR and sustainability reporting have become a necessary facet of businesses to substantiate companies’ 

commitments to its stakeholders and society at large (Khan 2010:83), as companies are requested to consider 

social and environmental consequences of their activities (Gill et al., 2008). Therefore, in order to undertake 

their social and environmental responsibilities, disclosure is essential, as it ensures long-term legitimate 

existence for businesses (Khan, 2010).  

Nowadays, society and other stakeholders have high expectations for companies regarding their transparency 

and accountability. Therefore, measuring and disclosure of the impact of businesses’ activities are often done 

via annual CSR and sustainability reporting (Amran et al., 2014). Though such practice is largely voluntary, it 

has received a growing attention from companies, particularly those operating on an international scale. Since 

they pursue larger scale operations, their impact is more far-reaching and produces more corporate 

‘externalities’. Therefore, it is more scrutinized by the public. As CSR becomes a potential source for such 

companies to gain legitimacy, companies' performance should be accounted for and reported upon.  

Such reporting has experienced several shifts until it reached its current format (see Figure 8). As Blowfield 

(2008) suggests, before World War I, some American and Australian companies were already briefly discussing 

the social issues in their annual reports. In the 1960’s and 1970’s the concerned in non-financial issues grew due 

to scandals and collapses of businesses and emerging environmental concerns (Ibid.). At that time, non-financial, 

social and environmental issues were commonly not separated from the financial data.  

The following decade marked a strong focus on environmental accounting in the reports as a result of various 

environmental catastrophes (e.g. Chernobyl explosion) and, therefore, the interest in social issues further 

decreased (Ibid.). In later decades, corporate reporting practice went through major development stages due to 

the establishment of various organizations concerned with sustainability (e.g. the World Business Council for 

Sustainable Development, Global Reporting Initiative) and started to acknowledge non-economic aspects of 

business practices, focusing on social and sustainability impacts (Blowfield, 2008).  

 

 

Fig. 8. Focus in corporate reporting (adapted from Blowfield 2008:194-197). 

Today non-financial reporting is the norm rather than exception (Ihlen and Roper, 2014) and reports commonly 

cover environmental, social and economic dimensions of CSR,  triple bottom line and are integrative (Deegan 

2002 cit. Fortanier et al. 2011). CSR matters also commonly involve a multi-stakeholder approach (Tschopp 

and Nastanski 2014) through the attempt to demonstrate companies’ commitment to engage with stakeholders, 

address issues of social accountability and to respond to stakeholders’ pressure (Koep, 2017). Additionally, 

increasing regulations regarding companies’ activities also require businesses to report on non-financial 

information, also recognizing sustainability as an integral part of business conduct (Kim 2018:26).  

4.4 Relevant studies  

Sustainability reporting varies in terms of the ways of how the information is being disclosed. This depends on 

a type of industry, country or value-chain position (Gonzalez-Benito and Gonzalez-Benito, 2006). Besides, 

different industries use disparate indicators in their disclosures. For instance, food related sectors tend to publish 

fewer indicators in their reports than banks, gas or oil sectors (Roca and Searcy 2012:111). Authors also note 
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that financial indicators are preeminent in most sectors, except in the retail and food sectors (Ibid.) as companies 

in these sectors tend to disclose indicators mostly on the environmental dimension, giving less attention to social 

and financial dimensions (Ibid.).  

Even though considerable debate is ongoing with regards to what information should be shared publicly, uneven 

reporting can be at least partly explained from a theoretical perspective. The legitimacy theory holds the notion 

that corporations are a part of a larger society, and therefore, they should operate within the boundaries set by 

that society (Suchman, 1995). In this vein, it is reasonable to assume that companies  target different stakeholder 

groups, and hence, choose different indicators and ways of reporting. As sustainability reporting might be 

considered a part of a company’s strategy to build and maintain trust, in order to be perceived legitimate, it 

might report different themes.  

On the other hand, practices and focus of reporting might vary due to a broader set of corporations’  different 

interests to engage in reporting at the first place (Hartman et al., 2007). While there could be a variety of 

motivations to voluntarily undertake reporting activities, Deegan (2002:290) notes that a desire to comply with 

legal requirements as well as with a community expectations is the leading narrative. The author further 

compares such compliance with the social contract and ‘community license to operate’, which can be received 

when certain accounts of social and environmental performance are provided by businesses (Ibid.).  

Additionally, through reporting businesses also attempt to minimize certain ‘threats’ to their organizations’ 

reputation and legitimacy (Deegan et al., 2000). For instance, disclosing practices might be a response to 

negative media coverage, particular social and environmental incidents and even as a result of poor rating given 

to corporations (Ibid.). Finally, “compliance with industry requirements or particular codes of conduct can also 

be a motivation for reporting activities” (Deegan 2002:291). While there can be many motivations for driving a 

decision to report a business’ practices to public, usually they are interrelated, simultaneously motivating 

disclosure (Koep 2017:22).  

Besides the motivations for disclosure, another focus of a discussion is the content of reporting. Undoubtedly, 

reports are a mainstream channel for companies to communicate their corporate activities and performance to 

their stakeholders (Koep 2017:28). As it was mentioned earlier, a voluntary reporting can vary across companies 

and industries, regarding the scope, approach, use of definitions and indicators. For instance, The United Nations 

Global Compact Reporting Initiative (GCRI), assists companies in making their reports more uniform, and there 

is also an emerging pressure from stakeholders and society to comply with internationally recognized reporting 

standards (Koep 2017:28). However, the author also notes that such guidelines are likely to censor the discourses 

and practices of CSR (Ibid).  

Too broad of a variation in sustainability reporting, on the other hand, is criticized for vagueness and lack of 

clear communication of companies’ practices (Ihlen and Roper, 2014). Moreover, the empirical studies indicate, 

that most of the corporations in their reports do not follow the ‘journey’ narrative anymore, as they do not 

communicate on sustainability as something that should be achieved. Instead, in their reporting, companies 

attempt to illustrate that sustainability is a given in their practices, and that they have been practicing it for a 

long time (Ibid.).  

Taking all the above, prior research has suggested that the reporting practices are highly fragmented and lacking 

coherence. This study presents an effort to systematize some of the theoretical tools for bringing clarity to the 

field. Studies have also assumed that the food sector is no exception and, in comparison to other studies, it is 

even less rigid in providing indicators within its reporting. This is why it is important for this study to better 

understand the situation regarding reported sustainability practices in the food industry.  
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5 Empirical findings 

This chapter introduces the case study company in this research, Arla. It first provides a generalized 

characteristic of the company's business model and sustainability profile. It then discusses Arla's two corporate 

social responsibility reports (2016 and 2019), discussing them in greater detail. It presents both their structural 

and thematic explication. Reflecting the internal structural logic of these reports, it analyses each of them in 

five sections on Environmental, Social and Economical responsibility, Product safety and engagement with the 

SDGs. 

5.1 Arla – company description 

The case company, Arla, was established after merging the Swedish dairy cooperative Arla and the Danish dairy 

company MD Foods in 2000, and was the first cross-border dairy cooperative worldwide. As of 2019, this global 

co-operative is owned by over 9,700 farmers, primarily across northern and central Europe. The cooperative 

structure calls for close relationships between company and the suppliers. Simultaneously, Arla commits to 

purchasing as much raw milk as its suppliers produce in order to achieve a competitive buying price and ensure 

product quality (Arla, 2019).  

 

Considered the world’s largest organic dairy producer, Arla operates in more than 150 countries and focuses on 

markets spread across North America Europe, Middle East, North and West Africa, South East Asia, and Russia. 

The company operates mainly in eight product areas, including milk and powder, milk-based beverages, butter 

and spreads, spreadable cheese, specialty cheeses, mozzarella and ingredients. Arla targets its customers through 

various market-specific brands, including Lurpak,  Castello and others. The reported revenue from 2019 exceeds 

10.5 bn Euros (Arla, 2019). 
 

Sustainability is an overarching theme in the company’s corporate social responsibility agenda. According to 

Arla’s reports, the company contributes towards the development of a future dairy sector which would remain 

healthy and natural (see Table 3). The brand positioning of Arla also exceeds an image of environmentally 

friendly company which attempts to bring ‘healthier lifestyles through healthier products’. Additionally, its 

communicated ‘Good Growth’ aims to depict growth as a healthy, responsive, cooperate and natural process, 

embedded in the company’s image. In the course of recent years, Arla also communicated various goals and 

programmes as a mean to tackle sustainability-related challenges. The use of more environmentally friendly 

packaging across European markets as well as switching to fossil-free fuel trucks among other instances.  
 

 

 

 

Table 3. Arla’s core business principles (adopted from Arla 2018:15). 

Under the Arla Ko EKO brand, the company also launched first dairy products that fulfils the ISO standard for 

climate neutrality. Among the future goals that this company set up, is the attempt to “reduce its carbon footprint 

by 30% by 2030 and become carbon net zero dairy by 2050” (Arla, 2019:6). Arla also declared its involvement 

in projects focusing on reduction of carbon emissions beyond company’s level, focusing on tree planting and 

forest conservation projects (Arla, 2019). 
 

Furthermore, Arla elevated its sustainability profile by committing to follow globally recognized principles for 

business. Back in 2008, Arla joined the UN Global Compact and therefore, demonstrated its interest in ethical 

business practices. Even though this initiative is a voluntary activity for companies who seek to contribute 

towards climate improvement, by joining it, the company commits itself to tackling climate related issues (Arla, 

2009).  
 

Vision Mission ‘Good Growth’ Identity 

“Create the future of dairy to 

bring health and inspiration to 

the world, naturally”. 

“To secure the highest 

value for our farmer's milk 

while creating 

opportunities for their 

growth”. 

“Responsible Growth 

Cooperative Growth 

Natural Growth 

Healthy Growth” 
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The company’s Code of Conduct, Our Responsibility, also harmonizes with the ten basic principles of the UN 

Global Compact. Today Arla covers various aspects of the business, ranging from the company’s responsibilities 

and business principles, to responsible partnerships and relationships as well as care for the broad range of 

sustainability issues environment and animal welfare and beyond.  
However, Arla has started its CSR reporting only in 2007 (see Figure 9), one year before joining the UN Global 

Compact. 

 

Fig. 9. Summary of Corporate social reporting at Arla 2000-2019 (developed by the author).  

Before that period, the company neither disclosed its CSR performance in any separate reports nor discussed it 

in the company’s annual reports. During the period of 2007 – 2014, the company covered a very similar range 

of issues in its reports, concerning business and operational principles, environment and animal welfare as well 

as internal and external relations. In 2014, Arla has also started to conduct materiality analysis in order to 

“identify the priority ‘material’ issues for its main stakeholders, including consumers, customers, owners, 

financial institutions and non-profit organisations based in Sweden, Denmark, the UK and Germany” (Arla 

2018:38) which were absent in the reports from previous years. 

5.2 Arla’s responsibility 2016 

In 2016, Arla has been involved in CSR initiatives, mainly in relation to environmental and social challenges, 

as well as supply chain and product safety related issues (see Table 4). Each of these areas of responsibility are 

further presented in the text (5.2.1 – 5.2.5).  
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Dimensions Main Areas Example of corporate message  

 

Environmental 

responsibility  

 

Animal welfare 

Environment and climate 

Waste and recycling 

“We strive for the best environmental practices, and work 

to continuously reduce our environmental impact, all the 

way from the farm to the consumer “ (Arla 2016:21). 

 

Social 

responsibility  

 

Human rights 

Community relations 

 

“During the year, we have strengthened our commitment to 

respect human rights in business areas and processes” 

(Arla, 2016:30). 

 

Financial 

responsibility  

 

 

Legal compliance  

Business principles  

Operational principles  

 

“During the first half of 2016, the milk price Arla was able 

to pay to its owners continued to be very low, which led to 

a continuous difficult financial situation on many farms. 

The second half of 2016, the milk price to farmers was 

increased four times and the outlook was more positive” 

(Arla 2016:1). 

 

Responsibility 

towards product 

safety  

 

Responsible sourcing 

Food safety  

Healthy and nutritious 

products  

 

“When working with partners in joint ventures, our joint 

ambition is to share knowledge that ensures products are 

produced to the highest food safety standards” (Arla 

2016:15). 

 

 

Engagement with 

the sustainable 

development goals  

 

Goal 2, Goal 8, Goal 12  

 

“We see the Sustainable Development Goals as an incentive 

for us to develop further, and set our targets even higher” 

(Arla, 2016:21). 

 

Table 4. Communicated areas of responsibility at Arla in 2016 (developed by the author).  

5.2.1 Environmental Responsibility  

Arla’s priorities on environmental responsibility mainly focuses on the improvements regarding animal welfare, 

environment and climate issues and waste and recycling management (see Table 5). While it emphasizes the 

areas in environmental sustainability that it predominantly focusses on, Arla also discusses ones that prove to 

be challenging to tackle. This means that it is aware of the limitations of its policy of environmental 

responsibility and, it is to be expected, is proactively seeking to resolve the issues. 

As the quality in Arla "begins at the farm", (Arla 2016:5), the animal welfare is of special concern for a company 

which is fundamentally dependent on this source. The company claims that it sees animal welfare as not only 

essential for sustainable production and milk quality, but also as financially beneficial to farmers and to the area 

of product's origins. All of this, it is suggested, “adds to the overall value of Arla’s production” (Arla 2016:21). 

The company also attempts to demonstrate its concern with animal welfare in alignment with the costumers 

needs. 

“Throughout the year, we continued to be in close dialogue with our consumers, and we have experienced an 

increasing interest in animal welfare and sustainable dairy production. We welcome this and many farmer 

owners have opened their farms for various events” (Arla 2016:5). 

The company declares purposeful strengthening of communication on such matters due to the societal pressures. 

“Customers and consumers are increasingly interested in understanding the position we take on issues such as 

sustainability, animal welfare and health. We welcome this and have strengthened our communication on these 

subjects” (Arla 2016:6). 

Animal welfare standards that the company set up are focused on the issues related with overall health of the 

cows, quality of cow feed and treatment of ill cows.  

“The health of our farmers’ cows and the conditions in which they live are of great importance to us and all 

stakeholders in our value chain from farmer owners to consumers” (Arla 2016:21). 
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Main areas and activities 

related with: 

   Performance  

Animal welfare 

Healthy cows  

Animal feed  

Antibiotic management 

Workshops at farms covering themes on cow health, responsible use of antibiotics 

Farm assessments  

Organic soy fed to cows  

 

Environment and climate  

Greenhouse gas  emissions 

Water and energy 

Transport 

Since 2005, Arla’s climate impact has decreased by 12.4% 

Free of charge carbon assessments for farmers  

Goal for 2020 - 25% reduced greenhouse gas emissions  

Developing water mapping tool  

Total water consumption decreased 0.7% during 2016 

Energy used in Sweden is above 70% renewable 

Efficiency target for 2020 – 3% annual reduction in water and energy consumption  

Climate impact of Arla’s transportation should be reduced by 25% by 2020 (already 

exceeded in Sweden) 

17 new biofuel vehicles introduced in Sweden  

Dialogue with transport suppliers and fuels suppliers 

 

Waste and recycling  

Production waste 

Food waste 

Packaging waste  

Packaging system 

 

 

Educating consumers (recipes on packaging, shopping lists for planning food 

purchases) 

Involved in waste reduction program  

Surplus products are donated to food banks  

All packaging should be 100% recyclable by 2020 

Solid waste management for recycling and reuse  

Construction of an anaerobic digestion site 

 

Table 5. Arla’s identified areas of responsibility and activities in production (developed by the author). 

 

Aiming to “reduce its climate and environmental impact all the way from cow to consumer” (Arla 2016:24), 

Arla set different goals for energy consumption and reduction of emissions emerging operations, transport and 

packaging. “Since 2005, Arla’s total declared climate impact has decreased by 12.4%, and it also claimed that 

it aimed to reduce 25% of its greenhouse gas emissions by 2020 (compared to the 2005) level” (Arla 2016:22). 

Such targets and progress is uneven in different countries where the company is operating. For instance, in 

Sweden “the 25% goal had been already exceeded” (Arla 2016:24) where biofuel vehicles were already 

introduced. Being highly dependent on different partners in the supply chain, the company acknowledges that 

due to the supplier diversity, the achievement of the environmental goals are challenging. 

“Reducing the climate impact of Arla’s transportation by 25 per cent by 2020 remains the most challenging 

goal in our environmental strategy. Not only do our transport requirements differ across markets, the 

availability of bio fuels as well as incentives from national governments also vary, leading to very different 

opportunities and challenges” (Arla 2016:23). 

Finally, the company communicates its systematic work towards packaging improvement, energy efficiency and 

waste management. Arla applies different methods in tackling these issues. For instance, the company 

cooperates with its suppliers “in reducing the amount different of variants in packaging and choosing material 

with less climate impact” (Arla 2016:24), attempts to reduce water consumption by applying water mapping and 

aims that all its packaging would be 100% recyclable by 2020. It also set a goal that half of the energy should 

be renewable. However, the company acknowledges that this is not an easy goal to reach. 

“Arla’s 2020 goal is for half of its worldwide energy consumption to come from renewable sources. However, 

it’s not as simple as just pushing a button to make this green shift. It is a question of cost, availability and 

quality” (Arla 2016:26). 

It also strongly communicates about its ambition to reduce waste throughout production, packaging and 

consumption phases.  
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“Arla has an ambition to halve food waste both during production and among consumers. In addition, we want 

to avoid packaging waste. When this is not possible, we treat waste as a resource to be reused or recycled. We 

call this zero waste” (Arla 2016:24). 

 
The company seeks to “support customers” in reducing food waste through educating them about products and 

providing various tools that could assist in improving consumption habits, e.g. promoting recipes ideas on 

packaging and providing shopping lists for more planned food purchases. In attempt to improve waste 

management practices, the waste product is used for animal feed and biogas production while solid waste is 

recycled. However, Arla disclosed its concern with waste emitted during the production and treatment state. 

“At Arla’s Lockerbie site in Scotland, production waste is currently fed to an effluent treatment plant that 

includes a very large, aerated lagoon. Once treated the outflow of this is fed to the local river, Annan. The 

lagoon is old and in the event of a failure, there could be a risk of contamination of the river and surrounding 

grounds. To eliminate such risks and create a better use of the waste, Arla together with third parties, initiated 

the construction of an anaerobic digestion site that will replace the old effluent plant” (Arla 2016:26). 
 
Finally, the environmental responsibility is strengthened through various international agreements that the 

company is involved in. For instance, in 2009 the company signed up to a voluntary platform Caring for Climate, 

“seeking to demonstrate leadership around the issue of climate change” (Arla 2016:32) as well as commitment 

to UN Global Compact and the SDGs.  

 

5.2.2 Social Responsibility  

In terms of social responsibility, Arla declares its engagement at two levels: the individual, focusing on Human 

rights, and the collective, focusing on Community relations. The Human rights part not only tackles workplace 

conditions, such as an anti-harassment policy and female representation, but also the general living conditions 

of its workers, as demonstrated by Arla's focus on housing standards. Meanwhile, its community activities is 

aimed at creating additional value, through instigating projects like the refugee internships and collaboration 

with various NGO's among other things (see Table 6).  

The company’s responsibility towards human rights “is considered an essential part of its ethical business 

practices and is directed by the UN Global Compact initiative” (Arla 2016:32).  

“To comply with UN Guiding Principles for Business and Human Rights, Arla conducts human rights 

assessments to investigate the potential impact of our activities when considering entering into new markets, 

with products, production or partnerships. These assessments are an integrated part of our due diligence 

processes” (Arla 2016:31). 

The company is especially concerned with human rights issues regarding child labor and working situation in 

more human rights-vulnerable regions, where it the company operates, such as Asian and African countries. 

Besides the in-depth human rights assessments, Arla also works for improving housing facilities in the Middle 

East, as well as trying to narrow the gender gap, especially among managerial sector within the company (Arla 

2016:32). It also approved a non-discrimination policy and developed a grievance process. Modern Slavery 

statement, outlining the commitment to tackle human trafficking, is promised to be published in 2017 (Arla 

2016:31).  

Arla’s social responsibility is also highly reflected in its community relations (Arla, 2016). The company focuses 

on its engagement with three main stakeholders’ groups, such as farmers, organizations, colleagues and 

customers.   

“Our worldwide operations provide employment for many people and economic growth. We value the 

relationships we have with people, organizations and communities. No matter what the nature of the 

relationship, we are committed to maintaining mutual respect and understanding” (Arla 2016:29). 
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Main Areas 

and activities related with:  

   Performance  

Human rights  

Human right assessments 

Training  

Labor  

Housing standards 

Gender balance  

Due diligence and human rights assessments (mainly conducted across its 

developing markets)  

Anti-harassment policy  

Audition of housing facilities for Arla’s workers in the Middle East  

Renovation and newly built houses for workers  

Female representation in Arla’s Executive Management Team  

Community relations 

Colleague engagement 

Farmers engagement 

Society engagement  

Workplace health and safety  

Training at all levels  

Partnerships 

Engagement survey responses 

Democratically governed farmer cooperative  

Refugee internships  

Representatives to the company’s governing bodies 

Arla Next training program 

Knowledge on nutrition and skills for creating business in low economic classes  

Decrease of workplace accidents  

Global Health and Safety team 

Health and safety trainings 

Compulsory work environment and labor law training (in Sweden) 

E-learning on basic IT  

Collaboration with non-governmental sector  

Table 6. Communicated areas of social responsibility at Arla in 2016 (developed by the author).  

As the company functions as a dairy cooperative owned by farmers, effective partnerships and cooperation are 

important for the company’s present and future success. It emphasizes such model of ownership by marking all 

Arla branded products as ‘farmer owned’ (Arla 2016:1). 

“Arla’s objective is to create value for its farmer owners. Through the democratically governed farmer 

cooperative, all owners have an opportunity to influence significant decisions as owners elect representatives 

to the company’s governing bodies” (Arla 2016:10). 

Arla also demonstrates the importance of its farmers through balancing their needs and expectations while at the 

same time remaining a competitive business in the international market. For instance, through improving the 

milk price paid to its owners. 

“During the first half of 2016, the milk price Arla was able to pay to its owners continued to be very low, which 

led to a continuous difficult financial situation on many farms. The second half of 2016, the milk price to farmers 

was increased four times and the outlook was more positive” (Arla 2016:1). 

The company declares its aim to constantly improve working conditions and promote knowledge sharing by 

providing training and skills to its employees as well as educating its customers about milk supply chain during 

organized farm visits. The employees’ engagement is also important to a company, and 2016’s result has 

illustrated a relatively high level of it: “89% response from engagement survey distributed to 17, 500 colleagues 

in 38 countries” (Arla 2016:29).  

Finally, Arla's social responsibility also focuses on being ‘a good corporate citizen’ and encouraging practices 

that can benefit broader society, such as creating internship programs for refugees in Denmark as well as creating 

society engagement programs, providing education and skills required for business and entrepreneurship for 

women from low economic classes.  

5.2.3 Financial Responsibility 

 Arla has taken multiple steps towards increasing its financial accountability and tackling corruption. This not 

only includes adopting practices in line with business ethics guidelines, but also staff training, defense of farmer-

owner rights among other measures. Below is a list of its declared financial responsibility practices (see Table 

7).  
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What makes Arla a financially responsible company? 

 

Alignment with UN Global Compact and the UN Sustainable Development Goals 

 

Whistleblowing function 

 

Focus on competition law 

 

Anti-bribery actions and training 

 

Strong reputation on markets 

 

Democracy in the farmer-owned cooperative 

 

Impact of the milk price 

 

Common settlement model  

 

Fraud attempts prevention 

Table 7. Summary of communicated financial responsibility at Arla in 2016 (developed by the author). 

Arla discloses its financial statement and information on economic performance in the annual reports. The CSR 

report of 2016 did not discuss the exact financial figures but outlined major business and operational principles, 

defining Arla's financial responsibility (Arla 2016:9-11). All of the Arla’s principles for responsibility and 

sustainable development are outlined in its Code of Conduct.  

After Arla joined the UN Global Compact in 2008, it has been trying to align its practices to its business ethics 

standards. One of such practices is whistleblowing, through which “since 2012 Arla has received 52 reports 

from such areas as auditing, accounting, theft, bribery, entertainment and health and safety” (Arla 2016:9).  

Operating as the world’s fourth largest dairy company in terms of volume of milk processed requires to evolve 

within a dynamic and competitive market. “In 2016, Arla’s Executive Management Team reinforced the 

company’s position on competition law compliance” (Arla 2016:9). Among the core objectives and incentives 

is also “the creation of value for Arla's farmer-owners” (Arla 2016:10).  

“Arla is a farmer-owned global business. For us, it is a given that profitability and responsible business 

practices go hand in hand, whether buying or selling. It takes commitment, collaboration, and integrity” (Arla 

2019:9).  

They are articulated as important stakeholders in the company, which functions as a dairy-owned cooperative. 

Arla promotes a democratic governance, as farm owners themselves elect representatives to the company’s 

governing bodies. Arla has also launched Arla Next training program for non-elected Arla farmers.  

The company also carries high financial responsibility towards the farmers as it needs to pay a stable price to its 

farmer-owners for the milk. However, milk prices are highly affected by global markets. For instance, in 2016 

farmers experienced a sharp decline of milk prices due to the Russian Embargo of agricultural products. Arla’s 

“total milk intake during 2016 was two percent lower than in 2015” (Arla 2019:10). By the end of 2016, the 

company managed to raise the price paid to its farm owners four times, but from a low year level.  

5.2.4 Responsibility towards product safety 

For a dairy company as large and international as Arla, regulating the product safety is a substantial challenge. 

The company meets this challenge through focusing on responsible sourcing, food safety and healthy and 

nutritious products (see Table 8). It has many regulations in place in order to maintain the quality standards for 

its production across the world, and follows many global regulations for food quality, safety and nutrition.  
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For a global-scale business, food sourcing becomes especially important. Arla operates its markets in the Middle 

Eastern and North African, European, North American, Souh East Asia, Chinese and West African regions. Due 

to regional diversity and involvement of various stakeholders across the product chain, responsible sourcing can 

be complex and challenging.  

Arla declares that it puts special focus on its suppliers and the ultimate goal is that all of them would follow the 

company’s “code of conduct for suppliers, based on ethical, social and environmental responsibilities” (Arla 

2016:11). Additionally, the company choses preferred suppliers, selected by the procurement department. In 

2016 the company had 1,375 preferred suppliers (Arla 2016:11). There are also legal procedures implemented, 

for instance, written purchase agreements, that control the commercial and legal terms, as well as carrying out 

special quality audits. 

“Every year, we carry out audits based on risk evaluation, during which we visit suppliers and inspect relevant 

areas. In 2016, we conducted approximately 64 audits globally (35 audits in 2015), focusing on food fraud 

management, allergen management, laundry, packaging, traceability, agents and as new area this year, contract 

manufacturing” (Arla 2016:11). 

Products used in the supply chain also bring certain responsibility regarding the places in which they reside, 

their environmental impact, production of raw materials and other aspects. Arla has identified three elements of 

highest ‘risk’ in its supply chain – soy, palm oil and cocoa – and have set sourcing policies for them accordingly.  

It declares that it considers various certifications for the products it uses. For instance, all palm oil purchased is 

certified following Round table for Sustainable Palm Oil criteria. Similarly, all cocoa used at Arla is UTZ 

certified (Arla 2016:11).  

Arla also relates sustainable sourcing process with the engagement and cooperation with the suppliers. 

Therefore, the company aims to strengthened suppliers’ understanding on sustainable management and 

responsible sourcing through various workshops and partnerships.   

When it comes to food safety, Arla aims for safe final products which would not cause illnesses to consumers. 

In this context, the company also attempts to conduct traceability of the raw materials used in processes as well 

as ensure safe production processes.  

“We make every effort to ensure that our processes are safe. Our high quality standards are maintained and 

continuously improved and cover the full value chain, from the raw material to the finished products and 

distribution. We have full traceability of our raw materials, ingredients and end products” (Arla 2016:15). 

The company states in its report that it operates “full traceability of its raw materials, ingredients and end 

products” (Arla 2016:15). Such process helps to detect any issues at an early stage and therefore, is an essential 

part for the development and improvement of food safety. Various regulations, such as milk testing in advance 

before taking it into dairy as well as discarding milk from cows that have been treated with antibiotics also 

improves food safety.  

Main Areas  

and activities related with: 

   Performance  

 

Responsible sourcing  

Collaboration with suppliers  

Supplier audits 

A code of conduct for suppliers  

Signed CoCs for preferred suppliers 

Risk evaluation  

Special focus on palm oil, soy and 

cocoa   

Arla’s suppliers sign a special code of conduct for suppliers 

Suppliers are selected by procurement department  

Purchase agreements  

A common purchasing policy for all purchases made in Arla  

Supplier audits and inspection on areas 

Conducting audits  

Risk evaluation  

Supplier lead auditors  

Discloser of company’s largest suppliers  

All cocoa, soy and palm oil is certified  

 Food safety 

Quality of production sites 

Traceability  

 Full traceability of raw materials, ingredients and end products 

Food safety alert regarding nuts and spices  

Mandatory training on quality, environment, health and safety for all 
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Competence development 

Knowledge sharing with partners  

Decreasing the amount of recalled 

products  

Strict requirements on farms 

regarding antibiotic use 

employees at sites 

Decreasing amount of discarded milk due to cows’ illness and antibiotic 

use  

Testing the milk  

Healthy and nutritious products 

Research 

Education on healthy eating habits 

Public-private partnerships  

Transparency about products 

Nutritional value 

Products without additives 

Contribution to international research 

A member of Global Dairy Platform and the International Dairy 

Federation  

Initiated and lead research at Copenhagen and Aarhus universities focused 

on infant and breast milk; effects of dairy protein on metabolism; dairy 

and diabetes  

Participation in EAT initiative 

Arla® Nutrition Criteria  

Arla Foundation organizes food camps for teenagers (Denmark) 

Food boxes with healthy recipes directly delivered to customers (Sweden) 

 

Table 8. Product safety areas at Arla in 2016 (developed by the author). 

The company also follows the certification of Global Food Safety Initiative (GFSI). In 2016, “98 % of Arla’s 

production volume was manufactured at GFSI sites” (Arla 2016:15). Another important indicator is the recall 

of products which were equal to six cases in 2016.   

Operating as a global company, Arla also attempts to enforce the partnership organizations to ensure that 

subcontractors would align with high food quality and safety standards. The company promotes knowledge 

sharing, competence development and training in their international markets.  

“Food safety training and knowledge sharing is high on our agenda. All new colleagues at sites have a 

mandatory introduction to quality, environment, health and safety to secure knowledge as well as awareness 

from the very beginning. Areas of knowledge we share include training and providing standards for critical 

control points, traceability and documentation” (Arla 2016:16). 

Broadly speaking, Arla defines healthy and nutritious products as those which have reliable nutritional 

information, best suits consumers' tastes and fulfill their dietary needs. In order to improve the profile of their 

products, the company created criteria for nutrient content and 93% of Arla’s products complied with it (Arla 

2016:33). The criteria can be used not only for evaluating the existing products but also for assisting in 

developing new dairy products with high nutritional content. In the context of food nutritional value, the 

company in several occasions also stresses the nutritional value of its main product, milk.  

“Food is a source of pleasure and a key to a healthy life. Our products inspire both. Today we know more about 

the composition of the milk than we did 10 years ago. Milk is not only rich in calcium, protein, and vitamins, 

but it’s also a highly functional food” (Arla 2016:18). 

Another important step in the making progress towards nutritious and healthy food, according to Arla, is research 

and education. Regarding the first one, company collaborates with Aarhus University and Copenhagen 

University in conducting and leading the research on various topics, related with diabetes and dairy, proteins, 

infant milk etc. Through research, it aims to increase the understanding of the role that dairy products play in 

people’s diets as well as to build up more knowledge, linking the nutritional value of their products and 

consumers’ health. Consumers are especially important as they are the end users of Arla’s products. Their 

importance is also recognized in the report, especially in the context of their dietary needs, or product 

preferences.  

“Our consumers show an increased interest in healthy products, including snacks. In addition, protein fortified 

products are becoming more of a focus for healthy, active consumers, as well as for those trying to manage their 

weight. To meet consumer demand in Europe, we have launched a series of new products fortified with protein, 

including spoonable and drinkable yogurt and milk products available in different flavours, served in portion 

size packs” (Arla 2016:14-15). 
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Arla also refers to the importance of transparency, especially when it comes to products and their ingredients. 

For one, it communicates this information through product packaging and special labeling, disclosing the 

ingredients. Another important aspect of labelling is an opportunity to educate its consumers about the products. 

For instance, packaging is commonly used by Arla also as means to promote healthy recipes and cooking tips.  

“Supplying safe products is our top priority. Furthermore, we want to provide products that match consumers’ 

nutritional needs and, at the same time, inspire better food habits. We do this by providing a variety of nutritious 

products as well as recipes and transparent information” (Arla 2016:13). 

Part of the ‘food education’ is also various initiatives, involving society to get to know more about food, such 

as food camps, healthy breakfast promotions, involvement of famous bloggers in leading workshops. Such 

engagement mainly happens in Arla’s markets in Sweden, the UK, Denmark and Netherlands.  

5.2.5 Engagement with the Sustainable Development Goals  

After publishing the SDGs, Arla is reporting its engagement with some of the Goals that it considers the most 

relevant (see Table 9). Specifically, it discusses its impact in relation to goals 2, 7, 8 and 12. Below is the table 

depicting the engagement in greater detail. 

Arla's CSR report of 2016 acknowledged an important role that dairy production plays in the achievement of 

the SDGs. The company has chosen three Goals as the most relevant for their business activities and on which 

they have the biggest impact. It also recognized the importance of the SDGs in shaping the company’s strategies 

in the future.  

“Having worked with sustainability and development for more than a decade, we naturally support all the 

United Nations’ Sustainable Development Goals. In Arla, we focus primarily on the three goals on which we 

have the biggest impact. These are ‘Zero hunger’, ‘Decent work and economic growth’ and ‘Responsible 

consumption and production”(Arla 2016:5).  

“We see the Sustainable Development Goals as an incentive for us to develop further, and set our targets even 

higher” (Arla 2016:22). 

Prioritized 

Goals 

Definition  Area Arla’s definition  2016 

result  

 

 
 

Goal 2: End hunger, achieve 

food security and improved 

nutrition and promote 

sustainable agriculture 

 

Nutrition  

Arla branded products 

fulfilling Arla Nutritional 

Criteria (for fresh dairy 

products and cheese) 

 

 

93% 

  

Goal 7: Affordable and Clean 

Energy 

Renewable 

energy  

Share of total consumption  21.2% 

 

 
 

Goal 8: Decent Work and 

Economic Growth 

Employee 

health & safety 

Accident frequency (per 1 

million working hours)  

 

11.47 

 

 
 

Goal 12: Responsible 

Consumption and Production  

Responsible 

sourcing 

Recycling and 

waste 

 

Signed CoCs for preferred 

suppliers 

Total reduction of waste to 

landfill (baseline 2005) 

 

76 % 

 

 

82% 

 
 

Goal 2: End hunger, achieve 

food security and improved 

nutrition and promote 

sustainable agriculture 

Climate impact 

 

Water 

consumption 

Total reduction of GHG 

emissions (baseline 2005) 

Total reduction of water 

consumption (baseline 

2005) 

24 % 

 

6.1% 

Table 9. Arla’s engagement with the Sustainable Development Goals in 2016 (developed by the author). 

It is recognized in Arla’s reports that it can have the biggest positive impact on Goal 2, Goal 8 and Goal 12. 
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These goals are continuously mentioned throughout the entire report, mainly in the context of the company’s 

operational activities.  At the end of the report, a brief table is presented, illustrating the most important areas 

that cover the selected goals, company’s definition on goal achievement and the annual results.  

While Goal 7 ‘Affordable and Clean energy’ is neither specifically mentioned anywhere in the report as the 

company’s priority, nor connected to specific areas of action, at the end of the report it is acknowledged among 

other three goals with a specific performance indicator. For most of the performance indicators, for instance, 

reduction of greenhouse gas emissions or reduction of waste to landfill, the year 2005 result is set as a baseline. 

However, there are no specific CSR reports for 2005 apart from an annual reports.  

Regarding the ‘Zero hunger’ goal, Arla’s major focus is the nutritional value of its products and food security 

across different regions. “The company seeks to provide healthy and quality products, for instance, high in 

protein, containing vitamins, low-fat and reduced added sugar” (Arla 2016:13-18). The contribution to food 

nutrition is measured following Arla Nutritional Criteria which was fulfilled by 93% in 2016 (Arla 2016:1).  

The other important contributors to ‘Zero hunger’ goal are partnerships, strengthening nutrition and dairy 

production across the markets. The Milky Way to Development is one of the sustainable dairy projects in Western 

Africa, which Arla leads with external stakeholders. Even though sustainable agriculture is mentioned as a key 

practice for Goal 2 achievement, no indicators or criteria are given for this area.  

The indicator, given for Goal 8 on ‘Decent work and economic growth’, is focused on employee health and 

safety. Arla measures its progress towards this goal through accident frequency that happens at work. The 

company also focuses on such improvements as local employment of diverse staff, technical and food safety 

training, preventative-tools and processes on sites, human right assessments. Arla also promotes free trade and 

is in favor of negotiating equivalence agreements with its trading partners, avoiding barriers to trade.  

Goal 12 on ‘Responsible consumption and production’ concerns the company’s entire value chain, throughout 

increased use of renewable energy, increased water and energy efficiency as well as reduced waste. It also 

supports consumers to reduce food waste by, for instance, optimizing packaging sizes and providing shopping 

lists. Arla also claimed supporting research to find protein sources for cow feed replacing food courses for 

human. However, it does not give any information on how this challenge could be implemented at Arla.  

5.3 Arla’s responsibility 2019 

The 2019 Corporate responsibility report structurally resembles its 2016 counterpart. It also consists of 

Environmental, Social, Financial, Product Safety and the SDGs responsibilities (see Table 10). Each of these 

areas of responsibility are accounted for in detail in the following text (5.3.1 – 5.3.5).  

Dimensions Main Areas Example of corporate message  
 

Environmental 

responsibility  

Sustainable dairy farming  

Resource efficient 

production 

Packaging and waste 

“Together with our farmer owners, we continue to improve 

sustainability at farm level as this is at the top of the agenda 

for us as well as for our stakeholders” (Arla, 2019:13). 

 

Social 

responsibility  

 

Decent work  

Legal compliance  

Supporting communities 

 

“We have the opportunity and responsibility to contribute 

to sustainable development in the communities we are part 

of, and across markets” (Arla, 2019:25). 

 

 

Financial 

responsibility  

 

 

Legal compliance  

Business principles  

Operational principles  

 

“The dairy industry is volatile and to secure future growth 

and a long-term competitive milk price for our farmer 

owners, a three-year transformation programme, called 

Calcium, was introduced in 2018. The purpose of the 

programme is to transform the way we work, reduce 

bureaucracy, cut unnecessary costs, reinvest more in 

selected strategic initiatives” (Arla 2019:37). 

 

Responsibility 

 

Responsible sourcing 

 

“We want to help people to eat healthily, but first and 
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towards product 

safety  

Food safety  

Nutrition and sustainable 

diets  

foremost, we want to ensure that eating and drinking our 

products is always safe” (Arla 2019:22). 

 

 

Engagement with 

the sustainable 

development goals  

 

Goals 2, 3, 5, 6, 7, 8, 12, 

13, 15, 17 

“The SDGs are closely linked and we know that we have an 

influence on all of them through our general business 

practices and commitments, as defined in our Code of 

Conduct. Our prioritized focus is on the SDGs relating to 

food, environment and climate” (Arla 2019:7). 

Table 10. Communicated areas of responsibility at Arla in 2019 (developed by the author).  

5.3.1 Environmental Responsibility  

Arla’s priorities on environmental responsibility mainly focuses on the improvements regarding animal welfare, 

environment and climate issues and waste and recycling management (see Table 11). When it comes to 

sustainable dairy farming, new digital technologies for quality and performance control are being adopted. It 

also reports its work towards more efficient use of resources, including gas, feed and improved logistics, 

preventing waste. Finally, not only is the company reducing non-recyclable packaging, but is also engaging in 

international plastic reduction programs. 

Being one of the largest organic dairy cooperative worldwide, Arla’s impact on environment to a great extend 

depends on its sustainable dairy farming practices. In 2019 report, the company defined such practices in relation 

to farm management, climate impact and animal welfare.  

“Together with our farmer owners, we continue to improve sustainability at farm level as this is at the top of 

the agenda for us as well as for our stakeholders. With focus on aspects from animal welfare to farm 

management and climate impact, we collect data to support our farmer owners to achieve best practice and lead 

the way in sustainable dairy farming” (Arla 2019:13). 

Being a sensitive ethical issue, “animal welfare is communicated as a top priority for the company itself, its 

farmer owners and consumers” (Arla 2019:14). In order to track the conditions of animals, company renewed 

its quality assurance program Arla Garden with such parameters as “cow mobility, cleanliness, lesions and body 

condition” (Arla 2019:14). Arla made such measurement and assessment of animal welfare compulsory for 

farmers who need to conduct it on quarterly basis and to upload it using a digital tool. Through using such data 

in later processes, it is expected to “build knowledge about the performance as well as to calculate different 

animal welfare indicators, for instance, average lifespan for cows and their mortality” (Arla 2019:14).  

 

Main Areas 

and activities related with: 

   Examples of Performance  

 

Sustainable dairy farming 

Animal welfare 

Farm management  

Climate impact  

 

Developing animal welfare index in cooperation with Aarhus University 

Climate check tool developed for farmers  

Building externally verified climate data from dairy farming 

Economic incentive for farmers participating in climate check 

Farm level emissions were reduced by 23% in 2018 compared to 1990 

Carbon assessments on farms  

All Swedish organic Arla farmers are expected to stop using fossil fuels from 

2022  

Research on cows’ feed efficiency  

 

Resource efficient 

production 

Water efficiency 

Energy efficiency and 

renewable energy  

Fossil free transportation 

Food waste reduction in 

operations 

Water efficiency improvements  

The total water consumption increased due to a more diverse product mix 

(requiring, for example, more cleaning of equipment) 

The use of Science Based Targets  

The share of renewable energy in 2019 was 33%  

Food waste mapping on production sites  

Decreasing food waste  
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Packaging and waste  

Recyclability of packaging 

Circular economy 

Cooperation in the value chain  

Food waste  

 

Attempts to reduce climate impact from packaging  

Transition from non-recyclable to recyclable materials  

Joined the Circular Plastics Alliance 

Tips on food waste reduction 

Date-labelling on products ‘Best before, often good after’  

Goal – 100% packaging recyclability by 2025 

Table 11. Arla’s identified responsibility and activities in production in 2019 (developed by the author). 

Responsibility concerning sustainable farming is also communicated on products’ packaging. All organic milk 

farmers operating in Denmark have adopted new contracts with higher demands for animal welfare. “The milk 

from these cows, labelled with two hearts, will be launched to Danish consumers as part of an animal welfare 

program set out and controlled by the Danish Government” (Arla 2019:15).  

Food production is also highly interconnected with the emissions. Arla has developed another interactive tool, 

assisting farmers in identifying emissions on farms as well as providing a more concrete picture of the actions 

that farmers can take in order to reduce the emissions further. “By using the tool, farmers can see what level of 

greenhouse gas emissions they produce per kilo of milk (carbon footprint) and identify where there is room for 

improvement” (Arla 2019:13). A climate check tool and better farm management is expected to help Arla in 

reaching its new sustainability goals.  

“Together with the launch of our new environmental strategy, we introduced a new climate check tool with 

comprehensive support for our farmer owners. This will pave the way for the company to reach its ambition to 

reduce greenhouse gas emission by 30% by 2030, compared to 2015, and have a carbon net zero impact by 

2050” (Arla 2019:14). 

“Each farmer is expected to put information on various parameters related with their farming practices” (Arla 

2019:13). Arla also encourages farmers to participate in the climate check through economic incentives.   

An effort to enhance resource efficient production is also a part of Arla’s environmental responsibility. Resource 

efficiency is strongly connected with a reduction of greenhouse gas emissions from the company’s operations 

and transport as well as food waste reduction and increasing share of renewable energy (Arla 2019:16). The 

company’s targets to significantly reduce its emissions by 2030 are twofold. For one, the company is seeking 

“to reduce absolute emissions from transport by 30% by 2030 and to work towards carbon net zero in its value 

chain by 2050” (Arla 2019:16). However, as Arla operates in diverse markets, the achievement of the goals 

might be uneven, as some markets in North Europe might have better capacity than markets operating in other 

regions or continents.  

“Depending on local conditions, some markets may have more ambitious targets. Arla Sweden is, for example, 

aiming for carbon net zero in 2045” (Arla 2019:16). 

Arla measured that its emissions decreased by 25% since 2005 (Arla:2019:17) and aims for reduction of food 

waste in its operations in order to facilitate further decrease. As it stands in 2019, food waste decreased by 27% 

since 2015 (Arla 2019:17). The company set various tools such as food waste mapping in assisting to identify 

and manage the ‘hot-spots’ of food waste. When possible, surplus products are being donated to food banks 

while bi-products are used as animal feed and reprocessing.  

Food packaging plays a critical role at Arla, as it is essential for maintaining food quality. However, it is also 

seen as an essential element in the climate impact reduction. “Packaging represents about 5% of Arla’s full value 

chain climate impact” (Arla 2019:18). The company performs activities related with the improvement of 

recyclability of packaging as well as reducing food waste.  

Circular economy, cooperation in the value chain and shift ‘from fossil to renewable’ are three main principles 

of Arla’s packaging strategy (Arla 2019:18). An introduction of bio-based plastic packaging as well as 

replacement of fossil based packaging material with bio-based alternatives across the markets is considered as 

an effective way to go forward.  
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“In 2019, we converted packaging across Europe to become more sustainable, for example by converting 

millions of milk cartons to be fully renewable by replacing the fossil plastic lids and coatings with renewable 

bio-based plastic. Through this change, we have reduced the climate impact per carton by 22 per cent, 

corresponding to about 2,500 tones of greenhouse gas emissions in total” (Arla 2019:18). 

Making its packaging more recyclable as well as using more recycled materials is also declared by Arla as a 

contribution to circular economy. The company has joined the Circular Plastics Alliance.  Other collaborations 

within a value chain with company’s suppliers are taking place regarding the replacement of plastic spoons and 

straws in order to comply with the upcoming European plastic ban.  

5.3.2 Social Responsibility  

Arla's reported activities in social responsibility in 2019 go beyond human rights and community engagement, 

incorporating efforts to tackle corruption, increasing diversity and equal gender representation. The three main 

areas of focus are: supporting communities, legal compliance and caring for people (see Table 12). These three 

categories all incorporate the care for human rights and extends in a comprehensive, communal, legal and social 

manner. 

Main Areas and  

activities related with: 

Examples of Performance  

 

Supporting 

communities  

Dairy value chain 

development 

Partnerships 

 

Milky Way Partnership project in Nigeria developing sustainable dairy farming  

Involvement and cooperation with various stakeholders  

Signed up a Memorandum of Understanding with Kaduna State 

Partnership with Chinese dairy company Mengniu  

Partnership with Indofood and local government in supporting the development of organic 

farming in Indonesia  

Calf rearing project in Java  

 

Legal compliance  

Anti-corruption and 

bribery 

Labor 

Human rights 

 

Anti-bribery policy  

Whistleblowing function  

No tolerance to forced labor 

Abolition of child labor  

The elimination of discrimination  

Compliance with the UN Guiding Principles  

Prioritized focus on non-European growth markets  

Human rights’ assessments 

Workshops on Responsible Business Conduct 

 

Caring for people  

Diversity, equality and 

inclusiveness 

Safe and healthy 

Engaging colleagues  

 

E-learning courses and internal network groups 

Workshop on responsible business conduct in Nigeria, gender equality action plan formulated 

Arla Cornerstones step change program, focusing on rooting global operating standards, 

operational safety competences and behavior safety program 

Global reporting system for health and safety implemented  

A risk-based monitoring system on locations in Africa, the Middle East and South East Asia  

A supply chain security program  

Annual colleague engagement survey  

A global recruitment policy (for white and blue collar roles) 

Leadership and personal development trainings 

Digital and peer-to-peer learning 

Table 12. Communicated areas of social responsibility at Arla in 2019 (developed by the author). 

One of Arla’s commitments in operating as a socially responsible business is its focus on communities’ support. 

These groups are mainly Arla’s partner-companies or stakeholders across different regions in which Arla 

operates. One of the essential commitments towards these communities is knowledge sharing and skills 

development which could help to set new standards for quality and conduct in dairy value chain.  

“We have the opportunity and responsibility to contribute to sustainable development in the communities we 

are part of, and across markets. This encompasses creating jobs, providing nutritious affordable products, 

ensuring transparent dialogue with stakeholders, and contributing to dairy value chain development” (Arla 

2019:25). 
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When developing various projects and partnerships, the company collaborates with various stakeholders, 

including local communities, non-governmental sector and governmental sector to ensure the more successful 

implementation. The focal sector in these partnerships is sustainable dairy farming, therefore, the local farmers’ 

involvement is also required. Farmers across Nigeria and China were involved in sustainable dairy chain projects 

in 2019. Following its community supporting strategy, Arla also arranges different programs in order to reach 

its consumers in developing markets. In 2019, affordable nutrition projects were focused on Nigeria, Ethiopia, 

Bangladesh and Zambia (Arla 2019:27-28). In 2008, Arla signed up to the UN Global Compact,  and attempts 

to promote legal compliance and conduct ethical business practices. Having commercial segments and suppliers 

across different countries and continents, the company especially stresses human rights, labor, anti-corruption 

and bribery practices. In order to assure that these practices are put in place, company regularly updates its 

policies and other regulations. Human rights issues are particularly important, especially in those regions, where 

national regulations are not fully put in place. Arla is particularly concerned with Middle East and other non-

European areas, in which company regularly conducts human rights assessments.  

“As a multinational dairy company, we have a large number of entities in our value chain. We have therefore 

prioritized focus on our non-European growth markets where we face the highest risk of negative impacts due 

to national contexts and complexity in business operations” (Arla 2019:9). 

In 2019,  Arla made its “first human rights risk assessment in Bahrain, and continued monitoring and following 

up on risks in Saudi Arabia, Nigeria and Bangladesh” (Arla 2019:29). The major emphasis in human rights 

assessments is put on working situation and child labor. Company also developed a human rights due diligence 

process which is a more integrated approach for assessing human rights risks (see Figure 10).  

 

Fig. 10. Human rights due diligence process at Arla (adopted from Arla 2019:9). 

Arla also communicates its concern towards labor conditions and legal requirements, as there are migrant 

workers employed. In more sensitive regions, “employer-provided accommodation needs to be in compliance 

with International Labor Organization standards” (Arla 2019:31). However, Arla acknowledges that some issues 

remain in Oman and United Arab Emirates. With no exception, working conditions are equally important for all 

Arla’s employees, including those working in European countries and hence, the company set various 

requirements regarding health, safety, accommodation and other important areas to its workers.   

Finally, Arla also developed its policies to track and act upon corruption and bribery practices. Internal controls 

are strengthened with the reporting on Whistleblowing function. With its global presence as well as long and 

diverse value chain, the company acknowledges that positive societal development does not only impact 

societies but also the company’s reputation.  

“Conducting our business in an honest and ethical manner is key to maintaining our license to operate, our 

reputation and responsible growth. Arla’s Anti-bribery policy sets out our zero-tolerance approach to bribery 

and corruption and our commitment to upholding all relevant laws in all jurisdictions in which we operate. Gifts 

and hospitality to and from third parties are controlled by rules and must be registered” (Arla 2019:50).  

The dimension of caring for people is mainly connected within the areas related to Arla’s employees’ 

professional development, good working conditions, high level of engagement and training. Arla has over 19000 

employees having full time positions within the company in its different markets. It seeks to ensure health of its 

workers as well as strengthen the parameters of diversity, equality and inclusiveness.  

“Diversity is key to the success of the business. Arla’s policies do not differentiate between men and women 

when it comes to promotion opportunities or remuneration. We want to ensure a workplace with a diverse 

workforce, characterized by mutual respect and trust, promoting equal opportunities allowing colleagues to live 

up to their full potential” (Arla 2019:47). 

High level risk assesment 
Human rights 

country assesment
Business partner 

assesment
Prevention and 
mitigation plan

Communication of 
how human right 

impacts are adressed 
(Online and annual 

reporting
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The company strengthens its focus on diversity and inclusion through various initiatives, such as e-learning 

courses and internal working groups, focused on performance improvement through inclusion. However, Arla’s 

diversity statistics show that there are significantly fewer women than men among its top managerial positions 

(Arla 2019:47).  

As dairy industry is becoming more complex and has high demands for efficiency, training and skills 

development is also an essential part of the business. Arla stresses the importance of continuous learning of its 

employees which is provided through various training programs, as well as talent programs that give an 

opportunity for new graduates worldwide to be recruited by Arla. The internal dialogue is also strengthened via 

Arla’s cooperation with national trade unions as well as the European Works Council which functions as a high-

level forum open dialogue between management and employees.  

5.3.3 Economic Responsibility  

The economic responsibility report is divided into two sections, referring to the company itself as well as to its 

owners (see Table 13). It also includes sections on Brexit preparation and on digital learning, reflecting the 

recent global and internal developments. 

What makes Arla a responsible company? 

COMPANY: OWNERS: 

Financial results Democratic organization 

Market development Owner strategy 

Risk management Engaging farmers in cooperative 

Impact on milk price Digital Learning – Arla Farmer Owner website 

Brexit preparations  

Table 13. Summary of communicated financial responsibility at Arla in 2019 (developed by the author). 

In the 2019 CSR report Arla briefly discloses its financial performance. “Arla’s net revenue in 2019 amounted 

to EUR 10.5 billion, compared to EUR 10.4 billion in the previous year and the profit for the year was EUR 323 

million, compared to EUR 301 million in 2018” (Arla 2019:37). In the aftermath of significant drop in global 

milk prices back in 2016, Arla introduced a three-year program Calcium.  

The purpose of the program was “to reduce bureaucracy, cut unnecessary costs, reinvest in strategic decisions 

and EUR 400 million during the period” (Arla 2019:37). The program already delivered EUR 110 million in 

2019 is contributing positively to the company’s milk price to farmer owners (Ibid.). This program was a risk 

management strategy in order to mitigate adverse consequences of internal and external factors, and capture 

value creation for business. In 2019, for a full year, “Arla was able to hold the average performance price at 36.6 

EUR-cent/kilo, compared to 36.4 EUR-cent/kilo last year” (Arla 2019:37).  

As Arla is the biggest dairy company in the UK, it needed to also acknowledge its responsibility for supporting 

thousands of jobs in the context of changing political landscape and Brexit. The company worked on 

contingency planning to ensure the company and its UK farmer owners are prepared for this change. As a 

consequence, it “started the compliance with new migration legislation and also offered information to its UK 

farmer-owners on how to prepare for a no deal Brexit, working with external consultants to provide practical 

advice” (Arla 2019:37).  

“Arla has 9,759 owners in seven countries: Denmark, Sweden, UK, Germany, Belgium, Luxembourg and the 

Netherlands” (2019:38) and therefore, the responsibility towards their value creation and welfare is crucial. As 

in 2018 farmer owners in the UK and Central Europe express their willingness to become direct members of 

Arla, the company is seeking to ensure “a well-functioning and democratic structure with the same governing 

rules for all individual farmer owners” (2019:38).  

Besides elected representatives among farmers, Local Farmhouse meetings initiative was started, giving an 

opportunity for farmer-owners to meet in smaller groups and discuss specific markets’ targets and needs.  
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Additionally, “a digital learning platform was designed to support members’ understanding of their business, 

democracy and sustainability” (Arla 2019:38).  

5.3.4 Responsibility towards product safety 

The product safety section in the 2019 report is divided into three parts, focusing on responsible sourcing, food 

safety and nutrition and sustainable diets (see Table 14).  

Arla recognizes its suppliers as major stakeholder group, affecting of the overall sustainability performance of 

the company. It refers to responsible sourcing as sourcing that is not only responsible but also ensures safe and 

high quality products throughout its global supply chain. It focuses not only on their products but also on ethical, 

social and environmental practices.  

“Our supply chain is one of our most important levers in creating a positive impact in the world as well as one 

of our most critical aspects with regard to risk mitigation. To ensure the right quality of ingredients for our 

products, we have procedures in place and only use approved suppliers” (Arla 2019:34).  

Seeking to keep its internal and external suppliers informed about working conduct in upstream supply chain, 

Arla also published a Statement on Responsible Sourcing. Company set out requirements towards its suppliers 

in seven major areas: “legal requirements, sanctions and watch lists; gifts, benefits and business ethics; human 

rights; child labor; equal opportunities and forced labor; trade unions working hours and wages; health and 

safety” (Arla 2019:4).  

Likewise to previous years, the company continued on conducting suppliers’ audits as well as prioritized and 

approved suppliers. It also required all its suppliers to register on the Supplier Ethical Data Exchange and provide 

information on their practices. In 2019, the external suppliers, especially those based in Asian Pacific region, 

received training.  

As in the previous years, soy, palm oil and cocoa remained the three ingredients with particular sustainability 

challenges. Arla is dependent on using these materials in the products and in its supply chain, therefore, it 

attempts to contribute to these raw materials being more sustainably produced. Arla purchases palm oil from 

suppliers who are members of Roundtable on Sustainable Palm Oil and does not purchase palm out directly 

from mills or local manufacturers. As it stands for 2019, “the share of segregated certified palm oil was 98.5%” 

(Arla 2019:35).  

Only UTZ certified cocoa is used in Arla branded products. While small amounts of soy-based ingredients are 

used in products, the majority of the soy in company’s value chain is used for the dairy cows’ feed. “All soy 

feed to cows is either organic, Pro Terra-certified or covered by Round Table for Soy credits and criteria” (Arla 

2019: 34). Seeking to ensure business integrity in the supply chain, Arla also discusses the importance of service 

categories such as manpower, catering, cleaning and logistics, also keeping in mind their diversity across the 

regions.   

Main areas and activities 

related with: 

Examples of performance  

Responsible sourcing  

Sourcing management 

Focus on service suppliers  

Supplier audits 

Sourcing positions  

Risk evaluation 

Focus on palm oil, soy and 

cacao  

Using credits to drive 

sustainable production 

 

Published a Statement on Responsible Sourcing (2019) which outlines Arla’s ways 

of working in its upstream supply chain  

Goal – all external suppliers signing Arla’s Code of Conduct 

Conducted human right impact assessments  

Requires SEDEX (Supplier Ethical Data Exchange) registration from suppliers 

Training to suppliers provided 

Special training to four key suppliers in the Asia Pacific region  

Soy, palm oil and cacao are certified  

Food safety 

Control of product lifecycle 

Strict requirements on farms 

A global Arla quality and product safety program (2019) 

Use of Product Lifecycle Management (PLM) system 

Regulations of product data  
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regarding antibiotic use  

Decreasing amount of 

recalled products 

 

20 dairies used the PLM solution 

Improved the quality control testing on delivery at dairies, allowing  to detect even 

lower levels of antibiotics 

All milk is tested  

4 recalled products in 2019 

Nutrition and sustainable 

diets 

Sugar reduction 

Nutrition Criteria for Arla® 

branded Products 

Product innovation 

Research 

Education on healthy eating 

habits 

Diabetic consumers 

Public-private partnerships  

Transparency about products 

 

Product innovation to meet the needs of lactose intolerant consumers 

Launched lactose free products  

Three new yogurts (Swirl, Bubble and Squeeze) all contain at least 30% less sugar 

than similar products in the market 

Contribution to international research 

Arla Foundation organizes food camps for teenagers (Denmark) 

Farm visits for schoolchildren: n 2019, Arla farmers in Denmark, 

Sweden, Holland and Germany hosted more than 125,100 children on farm 

Created a network of female entrepreneurs in Bangladesh 

Developing a sustainable dairy supply chain in Ethiopia  

Table 14. Communicated product safety areas at Arla in (developed by the author). 

Food safety is key to Arla, as it is considered the most material aspect by internal and external stakeholders. It 

recognizes the vital importance of food safety for the present and future business success.  

“Food safety incidents can pose a serious business risk. Incidents can impact customer and consumer trust 

negatively and may also involve legal risks and severely damage Arla’s reputation. Food safety problems can 

also lead to reduced production efficiency, increasing food waste along the value chain” (Arla 2019:44). 

In order to ensure the products’ safety, the company works across its value chain, including the farm level. The 

company operates Product Lifecycle Management system which helps to track quality parameters of products, 

throughout their entire lifecycle. The system also contributes to transparency and control of products’ data. Arla 

“began using the system in 2018, and in 2019, 20 dairies were using this solution” (Arla 2019:22). Milk testing 

remained an important quality and food safety routine as Arla declared it continued its practice on testing all 

milk before it is taken into use at the dairy as well as discarding all milk from antibiotic-treated cows. “There 

were 4 recalled products in 2019, which is twice more than in the previous year” (Arla 2019:44). 

 In terms of nutrition and sustainable diets, the company attempts to ensure that all Arla branded products follow 

the Arla Nutrition Criteria which “secures the content of dairy protein and calcium, while limiting added sugars, 

fat and salt” (Arla 2019:22). Arla aims at 95% target for milk, yogurt and cheese products, complying with the 

criteria by 2020 (Ibid.). While the company promotes sustainable diets as its one of the core missions, milk 

remains the most important product. 

“Dairy products are recommended as part of a daily diet from childhood to old age, across the world. Milk 

naturally contains one of the richest combinations of nutrients you can find in a single food source, such as 

calcium, vitamin B2 and B12, iodine, a high content of protein and a broad range of other vitamins and 

minerals” (Arla 2019:22).  

As customers request more product differentiation, Arla focuses not only on natural ingredients but also on 

product innovation so that it would align with specific dietary preferences that people might have. Company is 

working on products that would be preferred by diabetic and lactose intolerant consumers as well as providing 

products for sport nutrition. It also conducts research on how to improve nutritional value without compromising 

products’ quality.  

Knowledge sharing and education is also essential in promoting sustainable diets. For this reason, Arla continues 

to organize open farm days in order to connect consumers and farmers as well as to organize camps and a 

festival, promoting sustainable eating habits. Following the commitment to also offer affordable dairy products, 

Arla attempts to reach consumers in regions where access to nutrition is more challenged by creating a network 

of female entrepreneurs across Bangladesh, developing sustainable supply chain in Ethiopia and other initiatives.  
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5.3.5 Engagement with the Sustainable Development Goals  

In 2019, Arla launched a new sustainability strategy and set a new focus for the SDGs. The company listed eight 

SDGs as their top priority in achieving sustainable development (see Figure 11). 

 

Fig. 11. Arla's engagement with the Sustainable Development Goals (developed by the author). 

Arla has set two dimensions in achieving sustainable development. The Stronger Planet dimension “focuses on 

improving the environment for future generations”, along with the achievement of Goals 12, 13, 15 and 17 (Arla 

2019:7). The Stronger People dimension “focuses on increasing access to healthy dairy products and educating 

consumers on healthy eating habits” through the achievement of Goals 2, 3, 8 and 17 (Ibid.). Finally, Arla’s 

Code of Conduct is considered as supporting all 17 SDGs.  

“We see signs of pressure on the Earth’s ecosystems as well as a growing world population in need of nutritious 

food. By taking responsibility across our value chain and continuously improving our performance, we drive 

sustainable dairy production and consumption now and for future generations” (Arla 2019:7). 

The company set its prioritized focus on the SDGs and sustainability challenges related to food, environment 

and climate. These themes are directly linked to Arla’s value chain and this is where the company can both have 

positive impact and address the potential negative impact (Arla 2019:7). Within each goal, the company 

recognized major areas that require more improvements towards sustainability.  

In its CSR report of 2019, Arla particularly emphasized climate issues in relation to farm management and 

climate change and set new environmental goal regarding its emissions (see 5.4.1). Water and energy efficiency, 

recyclability and packaging were also presented as the most burning issues for the company. Besides the 

environmental themes, Arla gave attention to ethical business practices as they are essential for maintaining the 

company’s license to operate, its reputation and responsible growth (Arla 2019:50).  

Arla emphasized such issues as transparent reporting, responsible sourcing, corruption and bribery, gender 

equality and decent working conditions. These themes were also covered in summary of the company’s annual 

performance. At the end of its CSR report, Arla disclosed its impact on both the SDGs and the SDGs targets. 
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6 Analysis  

This chapter applies the conceptual model developed in Chapterr 3 to Arla‘s CSR reports discussed in the 

Chapter 5. First, the Sustainability foundation is considered, discussing it from the Social, Economic and 

Environmental perspective. Arla‘s reports are then analysed at the level of legality and legitimacy. Thereafter, 

the ethical and philanthropic dimension is discussed.  

6.1 Sustainability in Arla’s communication  

This thesis operates on an assumption that fostering business sustainability requires considering three main 

factors: the social, environmental and economic. Arla’s reports demonstrate some signs of employing this three-

dimensional TBL approach, as the company communicates its CSR activities emphasizing its social, financial 

and environmental responsibility. Its reports also communicate the company’s efforts towards ensuring product 

safety and its engagement with the SDGs. 

Comparing the 2016 and 2019 reports, there are noticeable structural differences. The company’s Social 

Responsibility reporting has split into two parts: topics regarding the company (Legal Compliances)  and 

regarding the people (Caring for People and Supporting Communities). The Economic Responsibility Reporting 

received similar re-structuring. The Ecological Responsibility reporting became more unified and holistic. The 

report talks about various aspects of farming as an integral whole. In terms of the company’s reports on 

Responsibility towards Product Safety, a focus on the nutrition of products was expanded to incorporate 

sustainability of diets. Finally, in 2019 the company addressed more SDGs than in 2016, incorporating many 

more environmentally-focused ones. However, it still treats them selectively instead of tackling them as a whole. 

 2016 Report 2019 Report 

Social 

Responsibility 

Human rights, 

Community relations 

Legal Compliances,  

Caring for People 

Supporting Communities,  

Economic 

Responsibility 

Alignment with UN Global Compact and the UN 

Sustainable Development Goals  

Whistleblowing function  

Focus on competition law  

Anti-bribery actions and training  

Strong reputation on markets  

Democracy in the farmer-owned cooperative  

Impact of the milk price  

Common settlement model  

Fraud attempts prevention 

COMPANY: 

Financial results 

Market development 

Risk management 

Impact on milk price 

Brexit preparations 

OWNERS: 

Democratic 

organization 

Owner strategy 

Engaging farmers in 

cooperative 

Digital Learning – 

Arla Farmer Owner 

website 

 

Ecological 

Responsibility 

Animal welfare, 

Environment and climate  

Waste and recycling  

Sustainable dairy farming 

Resource-efficient production 

Packaging and waste 

Responsibility 

towards 

Product Safety 

Responsible sourcing, 

Food Safety 

Healthy and Nutritious Products 

Responsible sourcing, 

Food Safety 

Healthy and Sustainable Diets 

Engagement 

with SDGs 

G2, G7, G8, G12 G2, G3, G5, G6, G7, G8, G12 G13 G15 

G16 G17 
 

Table 15. Comparison of Arla's Reports 2016 and 2019 (developed by the author).  

This chapter applies the theoretical framework developed in Chapter 3, to analyze how elaborated are these 

business reports in terms of discussing its 1. Social, Economic and Environmental sustainability, 2. Legality and 

Legitimacy, and 3. Ethics and Philanthropy. It will discuss both reports as integral parts of the company’s overall 

reporting practice, in order to elucidate the essential aspects of Arla’s sustainability communication, and to 

reveal its strengths and weaknesses. 
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6.1.1 Social sustainability  

Arla’s reports indicate that it is greatly concerned with the social and communal aspect of their business. The 

company highlights its ‘community’ of employees (who in the reports are commonly  referred to as ‘colleagues’) 

as main points of focus in creating social cohesion and development. It proactively focusses on “health and 

safety” (Arla 2019:30) of employees and provision of an “inclusive workplace” (Ibid.). It also emphasizes the 

power of working together, “being a cooperative with a collaborative mindset” (Arla 2018:3).  

In their communication, Arla stresses the importance of democracy within a company, where farmer owners 

elect representatives to the company’s governing bodies and therefore, are given an opportunity to influence 

decisions. With regards to its governance model, Arla also sees its cooperative nature as something that brings 

equality to its farmer owners, as the company is obligated to collect all of its farmer owners’ milk at the same 

price.  

Arla also declares that it thinks about the positive impact on its farmers and other employees through the 

dimensions of training, skills development and provision of an inclusive workplace (Arla 2019:30). However, 

even though Arla articulates its employees as a central element to the company, it does not elaborate on the 

extent of value that they bring to the company, for instance, on their competencies or abilities in helping to 

improve sustainability performance.  

When companies practice social responsibility, they also usually “declare certain commitments aimed at 

invoking positive behavior from the employees side, improving organizational loyalty and reducing staff 

turnover” (Kim 2018:16). For instance, Arla believes that the colleagues’ engagement and communication 

within the company are important factors that positively influence both the company and its employees, creating 

a better working environment. The company also emphasizes societal values like human rights, equality and 

non-discrimination as some of its core organizational principles. The role of these values will be explicitly 

discussed in relation to gaining legitimacy at a later stage in this chapter.  

6.1.2 Economic sustainability  

Economic sustainability commonly leads to heavy institutional and stakeholder pressures on companies 

regarding the disclosure of a wide range of corporate activities. Usually it pushes companies to account for 

progress in a variety of areas that are related to the financial side of the business in indirect ways (Kim 2018). 

This tendency is also apparent in Arla’s reports, as the economic perspective is not as openly communicated as 

the other remaining dimensions of sustainability. Arla discloses more of its policies, operational procedures and 

management than of the statistical information such as, for instance, company’s financial performance.  

Societies often question the diligence and social responsibility of profit-driven corporations. Therefore, Arla’s 

decision to focus its communication on social and environmental matters rather than solely financial interests, 

is understandable. Demonstrating commitment to social and environmental causes adds value for the company 

in the eyes of society (Buhmann, 2016). In addition, the content of what it chooses to disclose and communicate 

in its reports is also influenced by other stakeholders’ needs and interests (Deegan, 2007).  

In its CSR reports, Arla did not specifically connect the questions of its social or environmental performance to 

the company’s economic objectives. But what it did promote is “a higher form of capitalism” in which profit 

making is combined with social purpose (Porter and Kramer 2011:75). Therefore, by highlighting its social and 

environmental performance, Arla demonstrates its commitment to the idea of CSV and, what Kim (2018) calls, 

‘twin values’ – business and social benefits which can also serve as a new competitive advantage for companies. 

In this regard, even if not directly mentioned, the economic factor remains prevalent, in the company’s reports, 

especially when acknowledging that in order to reach its long-term goals, all companies do need to preserve 

environmental resources (Kuhn and Deetz, 2008).  

As argued by Porter and Kramer (2011), shared value can be created in three ways: by reconceiving products 

and markets, redefining productivity in the value chain and developing clusters. Arla clearly integrates its 

product communication with its sustainability strategy. It associates its brand and product to the creation of 

shared value in the sense that it aims for its product qualities to be the best for its customers.  
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First and foremost, as a global dairy company, Arla strongly and explicitly talks about its products’ superiority 

and assortment across markets, emphasizing their nutritional value which is measured following Arla Nutritional 

Criteria. It also stresses the nutritional value by associating its brand with a very specific milk-image. It 

continuously conveys a message on milk as a commodity which “is recommended as part of a daily diet from 

childhood to old age, across the world” (Arla 2019:22). It is also depicted as containing the richest combinations 

of nutrients that can be found in a single food source (Ibid.).  

Finally, it attempts to preempt complains related to customer satisfaction, product safety and quality. The process 

of re-conceiving markets is also relevant for an international entity such as Arla, as the company strategically 

works towards, for instance, the African market by strengthening farming practices and providing 

entrepreneurship skills. By doing this, Arla not only provides benefits to society but also develops its markets 

so they will be stronger to operate in. Finally, while products should be healthy and nutritious, their production 

process, according to Arla, should not evoke a negative or unsustainable impact. All these initiatives are likely 

to bare eventual financial benefit for the company in varied and indirect ways. 

6.1.3 Environmental sustainability  

Environmental sustainability is becoming progressively important to the food industry as the criticism about the 

sector’s significant environmental impact is growing (Kim, 2017). Accordingly, food industry must not only be 

prepared to offer environmentally-friendly products to consumers, but also “to demonstrate environmental care 

practices in their supply chains and beyond” (Maloni and Brown, 2006:6). However, the industry is considered 

to have relatively low levels of broader environmental concern and fewer long-term strategies for sustaining its 

supply chains (Banerjee et al., 2003).  

This can be seen as partly true in Arla’s case. First and furthermost, Arla presents environmental sustainability 

as a significant and required action towards future dairy production. When discussing it, the company mainly 

considers its impact in those fields that are directly linked to its value chain. Frankly, Arla states that its choice 

for selecting focus on sustainability is limited to the areas where the company can either “have a positive impact 

or address the potential negative impact” of its activities (Arla 2019:7).  

In a broader sense of environmental sustainability, Arla communicates on its activities in their relation to their 

contribution towards environment, climate and resource-efficient production. For instance, in order to reduce its 

impact to packaging and waste, Arla has begun to “replace its fossil-based packaging material with bio-based 

alternatives across its product categories” (Arla 2019:18).  

It also developed pro-environmental policies for conducting waste mapping procedures as well as introducing 

initiatives concerning issues of packaging recyclability. The reduction of company’s impact on climate change 

and contribution towards Circular Economy are disclosed by Arla as two main incentives for its commitment 

towards the use of recyclable packaging and reduction of waste.  

Another strongly communicated sustainability challenge, ‘accepted’ by the company, is resource efficient 

production along with the reduction of greenhouse gas emissions. Arla has committed to ambitious goals of 

reducing the absolute emissions at site and in transportation. Its climate targets were also approved by Science 

Based Targets initiative as contributing to the UN Paris Agreement. In order to speed up the decrease of 

greenhouse gas emissions, Arla focuses on the transition from fossil to renewable energy and fuels.  

While operating environmentally responsible and comprehensive logistics beyond government’s environmental 

policies are common practice among multinational food companies (Wu, 2008), Arla does not acknowledge the 

regional variation of its international markets in this instance. It focuses mainly on Scandinavian markets which 

are already leading examples of progressive performance on switching to biofueled trucks. However, the 

company neither elaborates on what difficulties might occur across different Arla’s markets when expecting this 

change, nor how possible political, regulatory and other barriers could be eased.  

“Sustainability at the farm level is communicated as the ‘top of the agenda’ issue both for Arla and its 

stakeholders” (Arla 2019:13). The empirical findings illustrate that the company became more demanding 

regarding greenhouse gas emissions at a farm level. It set a Global Climate Check tool for farmers in order to 

identify carbon footprint per kilo of milk. Farmers are asked to disclose the information about herd size, housing, 
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milk volumes, feed production and other data, which is verified by external advisors who also provide 

consultation on how reduction of emissions could be improved. Farmers are seen as ‘leading the way’ in the 

decrease of greenhouse gas emissions.  

Finally, animal agriculture is one of the biggest emitters of CO2, and food industry is scrutinized for its 

contribution to global warming (Baldwin 2015:16). Still, Arla's efforts tackling this sensitive issue as a company 

are not discussed as broadly as other topics. The company neither discloses more detailed information on its 

impact on climate change regarding methane, nor sets clear targets how it will respond to this challenge as a 

company. This topic could therefore become what Deegan (2002) calls, a threat to legitimacy, which, if 

disclosed, risks to bring negative shifts in societal perceptions about the company. At the same time, this research 

will argue that transparency on the issue could on the contrary bring Arla social credit. 

6.1.4 Legality and legitimacy in Arla’s communication 

The legality and legitimacy concerns largely overlap with the company’s social sustainability concerns. First 

and foremost, businesses are expected to operate in such manner that would comply with the law and existing 

rules. According to Carroll’s model (1991), companies have legal responsibilities to obey the law. Arla does 

very briefly mention the aspect of legal compliance relative to other issues which are presented in the reports as 

being of a greater importance. It might illustrate that some practices by Arla are beyond legal requirements 

(Carroll, 1991; Masoud, 2017). But it might also simply mean that even if acted upon, legal responsibilities 

remain of a lower priority to stakeholders, since the strongest Arla’s markets are based in countries with efficient 

legal enforcement. 

Arla acknowledges that the company’s compliance with laws and regulations in general is essential in order to 

contribute to a sustainable societal development (Arla 2019:49). Compliance with the EU law on data protection 

and privacy is one of the examples given by the company which could be related to legal responsibilities. For 

this matter, Arla updated privacy policies and guidelines as well as conducted mandatory training on data 

protection for new employees.  

Another example of Arla’s legal compliance are policies for anti-bribery and corruption as involvement in such 

activities can present risks for heavy fines as well as damage and impact the business environment. The company 

reported its continuous effort in strengthening its internal control and monitoring activities, for instance, through 

established Whistleblowing function.  

6.1.4.1 Legitimacy 
Legitimacy, according to Suchman (1995:574), “is a generalized perception or assumption that the actions of an 

entity are desirable, proper or appropriate within some socially constructed system of norms, values, beliefs and 

definitions”.  In the most direct sense, Arla demonstrates cognitive level of legitimacy or, what is also called 

institutional legitimacy (Chan et al., 2014), which refers to general acceptance of the company to operate in the 

society.  

In order to remain in the society, however, companies are also expected to demonstrate organizational 

accountability and transparency across a range of corporate issues (Gill et al., 2008). Arla engages in voluntary 

reporting and also has extended its breadth by specifically starting CSR reporting, in addition to its annual reports 

in 2007. By informing its stakeholders about the sustainability performance, Arla also exercises pragmatic 

legitimacy in two ways. Firstly, through disclosing and validation of its performance. Secondly, it intends to 

maintain and defend legitimacy by disclosing the most material issues that are important to stakeholders.  

In Deegan’s words (2002), the motivation behind the reporting is to meet stakeholders’ informational needs.  

Moreover, while cognitive legitimacy is evident because of the reporting fact, the way how company does the 

reporting can be related with both cognitive and pragmatic legitimacy. Arla uses the established reporting 

guidelines such as Global Reporting Initiative along with materiality analyses which help to better prioritize 

company’s activities in accordance to stakeholders’ concerns. In addition, Arla also strongly communicates of 

its business activities as being bound with the UN Global Compact. The described actions suggests that Arla 

seeks cognitive legitimacy by conforming to established models or standards (Suchman 1995:589).  

If a society sees the advantage of following the established guidelines, the company can also gain pragmatic 
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legitimacy. An example of Arla’s engagement with pragmatic legitimacy is its work on influencing consumers’ 

eating habits through education and promotion of healthy products. While this action could be seen as a value 

added to society, it is more of a pragmatic nature as it boils down to “an exchange action, based on self-interest” 

(Suchman 1995:578).  

As further noted, pragmatic legitimacy also can refer to a process, in which organizational action nonetheless 

visibly affects the audience’s well-being (Ibid.). Customers expect to receive healthy and safe products from 

Arla, while the company expects to gain profit from it, hence it is almost mutually pragmatic. Besides, Arla also 

acknowledges that it continuously delivers and focuses on consumer demands (e.g. by providing a diversified 

product portfolio) because of the pressure and consumer expectations towards availability of special (e.g. 

lactose-free) products (Arla 2016:13).  

6.1.4.2 Human rights  
Arla also demonstrates efforts to attain moral legitimacy through social-economic integration of people across 

its developing market areas. The company makes an effort to increase access to affordable dairy nutrition in 

Bangladesh and Nigeria, develop  women’s skills in entrepreneurship or  educating farmers on dairy supply 

chain and agriculture in Ethiopia and other countries. Even though this action could be seen only as a strategic 

decision to strengthen markets, the choice of more vulnerable geographical areas indicates Arla’s moral stance 

and humanist ideals, instead of pure pragmatism (Suchman 1995:588). Moreover, Arla also recognized that its 

effort to deliver strong performance on sustainability is related to the signs of expectations from its stakeholders 

and society at large (Arla 2019:37). By acknowledging them, Arla demonstrates effort to align with societal 

demands, and therefore, to moral legitimacy.  

Finally, both in 2016 and 2019 CSR reports, Arla explicitly emphasizes its respect for human rights as a part of 

“being a good citizen in the communities” (Arla 2019:5). Buhmann (2016) points out that exercising human 

rights due diligence can translate into an enhanced social license for companies to operate and adds further value 

not only for society but also for the company itself.  

However, from legitimacy perspective, the process of societal betterment and stance for higher values refers to 

moral legitimacy. Moral legitimacy is commonly based not on judgements about whether a given activity 

benefits someone but rather on judgements about whether a given activity is “the right thing to do” (Suchman 

1995:579). However, this also makes it difficult to measure and document  moral activities (Ibid.). In Arla’s 

case, the company attempts to materialize its moral activities through human right assessments in vulnerable 

markets, developing human rights due diligence process, establishment of safe working environment as well as 

fighting child labor.  

6.1.5 Ethics and Philanthropy in Arla’s communication  

For companies, justifying their behavior to their stakeholders via compliance with not only the already existing 

and established legal standards, but also with ethical ones, is common practice (Kim, 2017). Ethical behavior of 

a business usually signals decisions and actions that show concern for what society and its stakeholders consider 

fair and just. “Despite not being mandated by governments, it emerges as a legitimate aspect of a company’s 

goals” (Masoud 2017:15).  

Being a global company, Arla sources goods and services across the world. It therefore attempts to keep strong 

ethical relations with its suppliers. Responsible sourcing is one of the company’s practices which is underpinned 

as ethically responsible. Arla identifies soy, cocoa and palm oil as raw materials ‘with particular sustainability 

challenges’ and have developed policies for more sustainable sourcing of these products (Arla 2019:35).  

The company discloses using products which are certified to internationally recognized third party certification 

systems. For instance, palm oil, soy and cacao are certified, using worldwide accepted standards and 

measurements. Thorne and Saunders (2002) note that ethics, in which a business practice is continuously 

unfolding in a context-driven performance is based on trust. This can explain Arla’s choice to communicate 

social sourcing practices via disclosing its alignment with responsible sourcing standards, as it shows how the 

company is seeking to build trust.  

Another important theme in Arla’s ethical performance is related with animal welfare which is a highly contested 
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ethical topic, gaining increasing role both in food industry debates and awareness of consumers (Deemer and 

Lobao, 2011). Even though Arla mentions animal welfare, it does not emphasize it straight forward as an ethical 

issue. Arla focuses on animal welfare linking through a producer perspective, referring to the company’s animal 

welfare indicators such as “cow mobility, body condition, cleanliness, diseases and rates of mortality” (Arla 

2019:41).  

The company also notes that its sustainability strategy ideally should positively affect its entire supply chain. In 

its reports, Arla tries to create an appealing visual image of depicting cows natural surroundings in pastures or 

with farmers. Therefore, the company tries to bring association to living conditions that are natural and beneficial 

to animals and to communicate this message to its consumers.  

Arla also communicates proactively its work in social projects. What Arla constitutes as a philanthropic work 

or contribution to society at large, such as charity or donations, is mostly done by Arla Foundation. Food 

donations among the most common practices at Arla which also functions as a prevention to food waste. Judging 

by Arla’s philanthropic commitments, it focuses on engagement in social roles across communities in which the 

company operates. It also states directly that the betterment of societies which it operates in, is a priority for the 

company.  
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7 Discussion 

This chapter discusses in greater detail Arla's performance in relation to two core aspects of business 

sustainability that are paramount for this study. First, it analyses the way the company communicates its 

engagement with the SDGs as well as the shortcomings of these practices. Second, it discusses Arla's CSV 

efforts, again demonstrating areas for improvement. Finally, the chapter elaborates on the benefits of 

sustainability failure communication, which could benefit the overall company's legitimacy and performance. 

 

7.1 Post 2015 era 

As discussed in Chapter 4, reactions to the implementation of the SDGs in business was met with controversy. 

Some scholars argued that the Goals present an opportunity for private sector to not only demonstrate their 

commitment to more sustainable and ethical practices, but to actually act upon it. Others were more sceptical 

about the will of businesss to deliver on sustainability goals. While this study did not intend to either support or 

oppose any of those claims, it shows a change in Arla's reporting strategies since the SDGs were published. In 

reaction, Arla has been discussing its business activities using specific goals and targets of Agenda 2030 as a 

framework for their reports.  

In both Arla’s CSR reports analyzed, sustainability and the SDGs were seen as a strengthening factor for the 

company’s integration and its overall activities. Arla also disclaimed the SDGs as a clear reference framework 

that can assist the company in further developing its sustainability strategy. This approach aligns the shared 

value perspective with the competitive advantages that can be gained through sustainability work (Porter and 

Kramer, 2011). The communication of corporate practices aimed at sustainability are commonly articulated 

through similar categories like Arla’s People, Planet and Profit (Shnayder et al., 2016). However, the company 

did not provide a define sustainability concept.  This might attest to suggestions that sustainability issues tend 

to be pursued by companies without much conceptual clarity in their strategies (Ihlen and Roper, 2014). 

One of the key issues for business is to look at all the 17 SDGs systematically and adopt them fully. Considering 

the indivisibility and mutual interdependence of all SDGs, the private sector should ideally aim for full SDGs 

inclusiveness into business practices (Scheyvens et al., 2016). However, companies commonly identify those 

social and environmental issues that are the most relevant to them and consequently prioritize them through 

identifying the most relevant Goals to their activities (Stafford-Smith et al., 2017; Moratis and Melissen 

2019:253).  

‘Cherry-picking’ of the SDGs also proved to be the case with Arla. In 2016, the company declared focusing 

explicitly on the three SDGs targets (Goal 2, Goal 8 and Goal 12) which the company seems having the biggest 

impact on. Research shows that while focusing on the specific SDGs, “companies still tend to communicate that 

they have adopted the entire SDG framework into their business model” (Moratis and Melissen 2019:254).  

Arla is no exception, as it also acknowledged the support and realization of all the SDGs as defined in its Code 

of Conduct in 2019. Despite this general recognition, however, the company still kept its focus on the individual 

targets (adding Goal 3, Goal 13, Goal 15 and Goal 17) which were considered as directly connected to the 

company’s production chain. This implies that Arla considers the SDGs as a useful framework rather than an 

end-goal of its sustainability strategy.  

When it comes to communication methods used in companies’ reports, most of them choose formal 

communication channels such as recognized standards and guidelines to inform interested stakeholders about 

progress of specific performance (Koep 2017:19). Arla is no exception in this matter. Both of its reports refer to 

GRI reporting guidelines, Global Compact and Science Based Targets, as well as Materiality Analysis, in effort 

to demonstrate ‘evidence’ of relying on the recognized guiding mechanisms. This also aligns with the assertion 

in Shnayder et al. (2016) that companies employ not only well established standards but also more specific 

certification mechanisms in order to justify firms’ behavior to their stakeholders. In Arla’s case, such specific 

standards were related with sustainable sourcing practices.  

Hubbard (2009:185) argues that the most common response by business, regarding the SDGs and sustainability, 
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is “reporting on the company’s performance in reducing its own footprint”. The companies principally focus on 

their direct impact on greenhouse gas emissions, water use, waste generation and other environmental issues 

(Ibid.). On a similar note, some authors also argue that business sector does not address social well-being or 

development as much as environmental management (Roca and Searcy, 2012). Judging by the information 

communicated in Arla’s reports, it can be argued that social-environmental representation divide is not 

particularly sharp and that both priorities are thoroughly reflected. 

The analysis previously stated that in its reports, Arla communicated its profit dimension the least. When it did, 

it framed it as an act of societal betterment and environmental preservation for present and future stakeholders. 

This partly confirms the findings by Shnayder et al. (2016) that companies tend to communicate their legally or 

socially-imposed sustainability practices as philanthropic and idealistic. Arla’s reports elaborated on its socially 

responsible practices more as an act of ‘good corporate citizen’ rather than the requirement from governments.  

As a global company, Arla emphasizes its responsibility to perform sustainably both because of its internal 

(working place, skills development, job provision etc.) and external impact (food provision, education, 

empowerment of vulnerable groups) on society. The company also adds emphasis on the dimension of 

intergeneration. The Social aspect and ‘care for the community’ is particularly well communicated in 2016, as 

all the SDGs that Arla selected, aims at social development.  

Moreover, it was observed in the analysis that Arla also seeks to act as a “development agent” (Blowfield 

2012:416). For instance, rather than just creating employment, it reports creating quality jobs, linking this to 

stakeholders' expectations such as safe and equal working environment, cooperation with labor unions, human 

rights etc. On a similar note Arla also constantly stresses not only the importance of nutritional value of its 

products, but also their affordability to its poorer markets. All of these instances show that the company does 

not under-prioritize the social aspect. 

Even though the company’s engagement in social matters remains strong, in 2019 it clearly expanded its 

reporting on environmental practices and the SDGs related with climate change, waste management and resource 

efficiency. Among the most communicated issues is the concern for climate change. However, Arla’s new 

climate targets only focus on emissions, emerging from transport, waste management and operations. Even 

though the food sector is highly scrutinized for its environmental impact due to agricultural practices, Arla does 

communicate much consideration for farm level emissions. Such claim can be also supported as Arla 

communicated its practices more a mean to gain legitimacy and not legality (see Chapter 6).  

The company also does not elaborate much on challenges regarding animal welfare. This gives an impression 

that while Arla attempts to link its sustainability performance and the SDGs implementation with the main 

business activities, it ignores topics that are more controversial for the food sector. Scheyvens (2016) stresses 

that the lack of coherence in the SDGs engagement and the fragmentation of sustainability performance is partly 

there because companies are more ready to solve sustainability challenges than to acknowledge their industries’ 

involvement in creating some of these issues in the first place.  

Such avoidance of sensitive topics in both reports of 2016 and 2019 may suggests that there seems to be a 

discrepancy in Arla’s communicated concern for sustainability. Even further, it may cast a shadow of doubt 

regarding the company's transparency. This silence provides space for concern that the company may not simply 

ignore these issues, but that it might intentionally avoid crucial areas where it could actually make the biggest 

difference. This gap in the company's reporting is therefore counter-productive, as it works against its moral 

legitimacy, whereas honest and conscious transparency may bring it credit instead. 

7.2 Creating shared value  

In its nutshell, CSV entails that companies should operate their business in a way that economic and social 

benefits could coexist and also benefit a society. Therefore, the concept implies a notion of a win-win situation 

for both society and business. However, it is argued that the “CSV concept is not built upon a passive logic that 

what is good for business is good for society” (Aakhus and Bzdak 2012:237). It is rather a pro-active approach 

for value creation based on the core business strategy (Ibid.). 



 50 

The private sector commonly adopts the CSV discourse in two ways: “either by explicitly using the term or by 

formulating CSV-inspired sustainability strategies, while using other terms” (Corazza et al., 2017:415). Arla, in 

this instance, briefly mentions value creation in its CSR report of 2016 but dismisses it in 2019. However, as 

“shared value is neither social responsibility, nor philanthropy or sustainability but a new way to achieve 

economic success” (Porter and Kramer 2011:4), its adoption  also varies and is not defined in a unified way 

across companies. The specific interpretation of CSV is dependent on other strategies and aims that companies 

adopt. As argued by Corazza et al. (2017:415), information disclosed in companies’ reports can also reflect their 

interpretation and adaptation of CSV in their own context.  

Following Porter and Kramer (2011:13-15), shared value can be mainly created in three ways: by re-conceiving 

products and markets, by redefining productivity in the value chain and by enabling local cluster development. 

While Arla’s efforts to focus on all three areas can, to some extent,  be detected in its reports, a focus on its value 

chain’s productivity seems to overshadow the other two paths of value creation. 

Arla’s efforts to realize shared value are strongly related with the function of business in the value chain and its 

productivity. Arla focuses heavily on resource efficiency, reduction of emissions and waste management. The 

company also communicates its efforts to provide continuous skills development to its employees in order “to 

safeguard competence and performance” (Arla 2019:32). This also demonstrates the attempt to increase 

knowledge within its value chain and, consequently, improve the company’s efficiency. A sense of shared value 

is also communicated with an emphasis on farmers who are a the “core of the business” (Arla 2016:10) as owners 

and stakeholders.  

CSV should also be created through a supply chain, with a special focus on raw materials processing and 

production of goods (Moscardo et al., 2013). Both of the analyzed CSR reports include Arla’s sourcing policies 

for cocoa, palm oil and soy which are in accordance with certification standards such as UTZ and Round Table 

Alliance. Therefore, it could be assumed that Arla attempts to ensure secured sourcing of good quality products. 

The company also noted organizing workshops for its suppliers to induce better cooperation and practices.   

While the relation between CSV and stakeholders is essential, the majority of companies declare “creating value 

‘for’ them, and only a few declare to co-create and distribute shared value ‘with’ them” (Corazza et al., 

2017:426). Arla does recognize that different stakeholders are essential in its value chain. However, it stills falls 

into the category above, as it takes up the managing role and leaves the stakeholders in a passive position. It 

insists on creating opportunities, benefit and projects for stakeholders instead of co-creating them together.  

Arla has also communicated its shared value creation through re-conceiving of its products and markets. The 

company emphasizes the nutritional value and food safety of its products which is also reinforced by its 

Nutritional Criteria food safety standards. The company also links its product innovation with meeting 

consumers’ needs by relaunching, for instance, lactose free assortment. Contribution on nutritional research is 

also brought to the surface, as Arla conducts studies focused on dietary needs recommended for diabetic 

consumers and analyses carbohydrate-rich diets which are supposed to improve consumers’ health.  

In line with this, Biggemann et al. (2014:305) emphasize the importance of shared value creation in a process 

of development of products. Companies should focus on identifying consumers’ needs and then rally resources 

to create a product or service that meets these needs. Arla also declares meeting societal needs through provision 

of its affordable products in markets within vulnerable regions. However, it does not specify how the production 

is similar or different to that provided in its leading markets.  

Arla’s strategy of re-conceiving markets also addresses questions on education, income provisioning and human 

rights. The human rights approach to societal issues is quite a common narrative in CSV strategies, as it is 

particularly demanded from socially accountable stakeholders (Nam and Hwang, 2018). Arla undertakes human 

rights impact assessments with a focus on working conditions as well as prevention of child labor.  

The creation of shared value through education here is two dimensional: firstly, the company provides its 

customers with information on healthy eating habits and food recipes. It also initiates Little Farmer Program 
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which invites children to visit Arla’s farms and learn about life there. It also provides Danish schools with 

educational materials which could help to improve school meals. Other educational programs are being run in 

developing markets where women in particular gain knowledge about nutrition and entrepreneurship.  

The third way of shared value creation, a local cluster development, is illustrated by Porter and Kramer (2011:11) 

as “geographical concentrations of firms, related business, suppliers, service and logistical infrastructure in a 

particular field”. The authors give instances of large scale cluster and infrastructure projects, which aim to 

benefit companies and generate economic benefits to the regions involved (Ibid.). In this context, Mehera 

(2017:105) emphasizes that while innovations rely crucially on regional clusters and logistical infrastructure, 

there is also “a need for a well-functioning community, which would create demands for services and products”.  

The author acknowledges local cluster development as a process which helps to maintain a network of reliable 

local suppliers, a functioning infrastructure and access to skills and knowledge (Ibid.). Therefore, firms may 

realize shared values by collaborating extensively with a wide range of organizations, such as governments, 

other businesses, and non-governmental institutions to name but a few, to create synergies (Laudal 2018:925).  

Arla’s value chain highly relies on many stakeholders in different markets who provide the company with raw 

materials, necessary for its final products. Arla emphasizes the role of partnerships with farmers’ communities 

across its markets as a foundation, necessary for long-term value creation (Arla 2019:25). Some farmers are 

living under more pressing social and economic conditions which lack infrastructure or investment from national 

bodies.  

One of such instances is a five year  Milky Way Partnership project in Nigeria in which Arla partnerships with 

various stakeholders, such as Danish Agricultural and Food Council, a Nigerian farmer association, a farmer 

cooperative in Kaduna state and other bodies. The aim proclaims an increase of 450 farmers’ households through 

capacity building, milk-off take agreements, providing knowledge and expertise.  A part of such commitment is 

also the obligation to secure infrastructure, power and water which is necessary to bring milk to the market. The 

project included four farms clusters with around 70 firm households (Arla 2019:25).  

Shnayder et al. (2016) claim that most food industry corporations emphasize the responsibilities of governments 

of partnership countries rather than those in the European market. This is also true in Arla’s case, which 

emphasizes the need of the local governmental collaboration in order to ensure the success of the partnership’s 

projects. There is, therefore, a certain disbalance in relation to how the political dimension of shared value is 

articulated in corporate reports. 

Another instance of cluster development is cooperation with Danish trade unions in up-skilling Arla’s  blue-

collar employees. The company also organizes local farmers’ clusters in form of workshops’ implementation in 

which farmers from the same area are participating. These and other instance demonstrates Arla’s engagement 

with local and domestic cluster development as prescribed by Porter and Kramer (2011). However, this type of 

clusters was also criticized as narrow and overly regional  (Moon et al., 2011).  Based on the two CSR reports, 

Arla seems to prove only local and domestic cluster development as no collaboration between Arla’s dairies 

based in different countries was emphasized.  

Following Porter and Kramer (2011:15), CSR activities are mainly focused on reputation which makes it hard 

to justify activities in a longer perspective. In this regard, one could argue that Arla base its business practical 

around the CSV logic as the company mainly focuses on goals, stretched over longer time perspective. However, 

it simultaneously does mention emerging pressures from stakeholders. Additionally, it is hard to evaluate Arla’s 

engagement in shared value solely following Porter’s and Kramer’s (2011) foundation of the CSV. Even though 

the company demonstrates patterns of creating shared value by three ways defined by the authors, there is a clear 

lack of overall broader picture of how these actions affect one another as well as the whole company itself. 

Therefore, we agree with Dembek et al. (2016) proposition that there is a lack of systematic perspective in shared 

value, limiting it to considerations of only to direct links between the benefits of the company and those of a 

stakeholder. Additionally, in the stage of re-conceiving the products and markets, Arla mainly focuses on its 
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products in Western markets while failing to disclose which products its developing markets have access to. Its 

cluster development also seems to originate in isolation of local areas without a prospective possibility to unite 

them.  

7.3 Disclosure of negative performance  

As it was elaborated in the beginning of this research, companies operating in the food sector receive public 

criticism in a number of diverse areas. Therefore, in order to neutralize the threats, and to have the ‘permission’ 

to operate within a society, “private sector is not only expected to disclose its practices to both internal and 

external stakeholders, but also to do it in an effective manner” (Hartmann 2011:315). Under this perspective, 

private sector should continuously seek legitimacy, which, in its most general sense referrers to “a belief that 

actions of an entity are desirable, proper and appropriate within socially constructed norms” (Suchman 

1995:574).  

Reporting is considered among the most common practices, helping business to engage with its stakeholders by 

disclosing business’ activities. Such disclosure is also considered necessary if business ought to demonstrate its 

compliance and, therefore, gain legitimacy (Deegan, 2002). However, reporting and disclosure practices are a 

matter of debate among scholars, especially in relation to the lack of representation of failure within reports as 

well as the greenwashing. 

In Arla’s instance, the company has been communicating its business operations through annual reports (since 

1999) and through CSR reports (since 2007), which are available on the company’s website. In the two analyzed 

reports, the company’s accounting is conceived through communicating three bottom lines of social, financial 

and economic dimensions. However, there was no information on negative disclosures and ‘unsuccessful’ 

practices. This lends support to the notion that the company is not considering negative disclosures as necessary 

to be communicated or that they would add to the company’s overall legitimacy. While positive disclosures can 

be broadly termed as information, illustrating the company’s operations in balance with society and environment 

(e.g. compliance with environmental standards), negative disclosures illustrates that company might operate 

negatively determining society or environment (e.g. polluting emissions) (Deegan 2002). In Arla’s case, the 

relation of negative and positive disclosures seems highly dis-balanced. Even though the company provides 

some figures regarding its operations’ impact on the environment, there is no wider elaboration on the topic.  

Even though CSV has been touted as a way forward for business to regain legitimacy (Porter and Kramer, 2011), 

the lack of negative or ‘unsuccessful’ practices is also found when companies’ communicate their CSV 

performance (Corazza et al., 2017). Companies might avoid negative disclosures because legitimacy gained in 

one area can hardly substitute losses due to failures in another area (Claasen and Roloff, 2012). However, while 

business is expected to minimize its negative externalities, it is not necessarily expected to silence the 

information regarding these externalities. Through telling the story of unsuccessful cases, businesses could 

describe and draw support in the areas in which they need to change their strategies in order to create value in 

social, environmental and financial terms (De los Reyes et al., 2017). It could also give an ‘explanation’ for its 

stakeholders why certain goals or policies are imposed, lead to more integrated approach and therefore, actually 

defend the company’s reputation capital (Ibid.).  

One could also debate whether any information, be it positive or negative, that companies provide in their reports 

is legitimate and valid. Yet it is important to mention the phenomenon of greenwashing, also quite vividly 

referred to as ‘corporate camouflage’ (Michelon et al., 2016), which companies are often accused of. In its broad 

definition, greenwashing can refer to “situations where companies provide a claim or an implication of 

environmentally-friendly actions, while actually engaging in environmentally-neutral or -unfriendly actions” 

(Kurpierz and Smith 2020:2). In short, greenwashing usually represent a conflict in reported behavior and actual 

behavior (Ibid.). Companies are often considered responsible because voluntary disclosure and reporting allow 

them to be silent rather vocal regarding their own negative performance (Delmas and Burbano, 2011). This is 

salient in Arla’s instance, as the company emphasizes its positive performance and practices while refraining 

from presenting negative tensions that might arise because of its impact on societies or environment. All this 

being said, the lack of clarity in reporting failures brings a shadow of doubt over practices that otherwise could 

seem completely legitimate, and which could be avoided through greater clarity on these sensitive topics. 
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8 Concluding remarks  

This chapter discusses a conclusion based on this study’s analysis and findings. It also describes the  theoretical 

and practical contributions that it makes. Finally, the chapter concludes with a presentation of limitations of 

the research and provides suggestions for future investigation.  

 
The aim of this study was to analyze and discuss the sustainability reporting at Arla company. It sought to 

analyze and evaluate the company’s communication of its shared value creation and how it contributes towards 

the accomplishment of the SDGs.  

 

The research questions were:  

How are Arla's sustainability practices communicated? 

How sustainable are these practices, and how do they relate to the SDGs? 

What are the areas for improvement in Arla's sustainability reporting? 

 

Arla communicates its sustainability practices and shared value creation via yearly reports. In line with the CSV 

and TBL frameworks, it articulates it in terms of Social, Economic and Environmental sustainability. It also 

reacts to the newest developments in international sustainability policy and has declared efforts to align its 

sustainability practices with the UN Sustainable Development Goals. Arla articulates sustainability and the 

SDGs in its communication as a positive factor for the company’s performance. This resonates with the Creating 

Shared Value view, as the company also emphasizes the attention it gives to other stakeholders. Arla sees the 

SDGs as a reference framework for the articulation of its own sustainability practices. Still, Arla’s reports lack 

an evident vision of how the company defines what sustainability is. This fact might support a claim that 

corporations tend to pursue sustainability without clear strategies.  

With regard to the implementation of the SDGs, in most of the instances targets, activities and future goals are 

provided in both Arla’s reports. The company also uses formal communication channels, such as GRI guidelines. 

In 2019 Arla communicates adherence to a wider set of goals than in 2016, broadening its scope on social issues. 

However, it remains unclear how the progress will be measured regarding the SDGs with a social focus. 

Furthermore, it tends to “cherry-pick” SDGs instead of trying to respond to the entire set, which might be 

detrimental to the sustainability of its practices. 

 

Furthermore, direct relationship between CSV and the company’s practices is not clearly demonstrated.  While 

shared value is rarely mentioned throughout the reports, Arla communicates that it focuses on the improvement 

of its value chain’s productivity. This reveals that other two paths of value creation, products and markets as 

well as cluster development may be overshadowed.  

 

Finally, based on the content of the company’s reporting, the practice of disclosing negative performances is not 

adopted in Arla’s reporting. The company solely communicates on the good practices, demonstrating its progress 

towards sustainability as well as goals that have been already achieved. In this respect, a conclusion can be 

drawn that through positive disclosure the company choses a  communication strategy that is more secure for 

maintaining legitimacy to operate in the society, yet not as honest as it could be. However, the research argues, 

greater honesty could in fact lead to even more legitimacy, and even possible assistance in achieving the 

company’s sustainability goals. 

8.1 Implications  

This research has theoretical and practical implications. Firstly, it contributes to the existing literature on 

corporate social responsibility through discussing several relevant concepts and theories (TBL, CSR, CSV, 

legitimacy theory) in terms of their main facets towards sustainability. Most importantly, these theoretical 

instruments were integrated into a single model, using Carroll's CSR pyramid as its structural framework. Its 

base (the economic bottom line) was supplemented with two other factors from the TBL (social and 

environmental). Together with CSV it was argued that creating socially, economically and environmentally 

sustainable business creates value that is shared among the stakeholders. In addition, it renders business itself 

sustainable, bringing constant returns (economic and otherwise), over time.  
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Discussing the upper layers of the Carrol's Pyramid, the legitimacy theory was integrated, enriching Carroll's 

inquiry into the legality and ethics of business with demands for legitimacy (pragmatic, moral and cognitive). 

Finally, the pyramid was restructured (and therefore, paradoxically, simplified), into three hierarchical layers of 

sustainability: the sustainable base, legal and legitimate middle layer and ethical and philanthropic top layer.  

Secondly, the suggested practical implication may be of use for companies who seek to communicate their 

sustainability practices more effectively. This study concludes that CSR reports of the studied company 

particularly lacks a disclosure of negative or unsuccessful performance. It is suggested that companies should 

acknowledge and communicate  about negative practices to stakeholders and society at large more openly, as 

telling unsuccessful stories can help in gaining legitimacy for being transparent, rather than casting a shadow 

on.  

The research also suggests, that companies should more sharply communicate their contribution towards the 

SDGs as well, particularly focusing on those areas that are most sensitive to the industry they represent as well 

as a company itself, even if accomplishing these goals are more tricky than others. Lastly, a clear definition of 

a term sustainability, would not only complement the reports but also give a more clear picture to society of 

what sustainability, at the end, means to the company.    

8.2 Limitations and future research  

This study was bounded in several limitations, related to its methodological, theoretical and empirical capacities. 

The limitations, however, can open a new opportunity for further inquiry.  

Firstly, a single case study method, performed in this study, did not seek to generalize the patterns of CSV and 

sustainable practices in a broader empirical context. The thematic scope was narrowed to a single industry and 

a particular company consciously, in an attempt to provide context-bound insights into sustainable practices, 

emerging from a specific corporate environment. The study solely relied on externally published reports, and 

hence, the conclusions concerning the company’s sustainability practices were based on what the company 

claims to be doing.  

Therefore, this research is limited in presenting a perspective on the ground, of how Arla follows its obligations 

towards sustainability. Therefore, it is advisable that a similar study could be conducted employing an interview 

method and presenting views of employees who created the reports or other team members at Arla. The material, 

drawn from the interviews, could expand the perspective of this topic by providing the information on how 

Arla’s  communication processes work.  

Secondly, this research also has certain theoretical limitations. Both CSV and CSR concepts were seen as 

reinforcing one another. However, employing both concepts proved to be a challenge as it was not always 

possible to conceptually separate CSV from CSR which resulted in them blending together in some instances. 

As the empirical findings showed, sustainability practices, communicated by Arla can be seen as correlating 

with certain types of legitimacy. Following the notion that legitimacy, first and foremost, provides the right for 

company to operate within a society, this study could be also extended by analyzing the phenomena through 

particular stakeholders’ perspective, employing stakeholders theory.  

It would allow for analyzing different perspectives, for instance, those of customers,. This study, however solely 

focused on a company level. Additionally, since topics like philanthropy, transparency, accountability towards 

society also have strong ethical connotation, this study could be expanded in the future by shifting its focus more 

on an ethical perspective and employing ethical theories.  

Thirdly, this study also has empirical limitations as it focused on primary data from two Arla’s CSR reports, 

released in 2016 and 2019. The rationale behind this decision was to study sustainability practices just after the 

emergence of the SDGs (2016) and as presented in the latest report available (2019).  However, this choice may 

have affected the outcomes of this research as other years were not covered.  

Therefore, the future study on Arla’s CSR reports, covering a wider year scope could expand this study, 

providing a broader picture of the company’s communication on sustainability as well as help to observe changes 
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over a period of time that would be sufficient for re-structuring a large industry. Moreover, the empirical material 

in form of CSR reports can also be considered a limitation of this study. A wider picture of communication 

practices could be seen if the company’s annual reports are included as well.  

Finally, even though Arla operates internationally, a decision was made not to analyze its communicated 

activities on a specific market but to observe the overall dynamics of the company. As its strategies might vary 

according to cultural settings and demands, focusing on a country-specific market is a window opportunity for 

future research as well.  
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