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ON MANAGING HYPOCRISY: THE TRANSPARENCY OF SUSTAINABILITY

REPORTS

Abstract

Hypocrisy creates significant challenges for managers and stakeholders. Knowledge of its
nature and causes is extensive; however, understandings of its implications for management
practice are limited. This study draws on the transparency literature, notably Schnackenberg
and Tomlinson’s (2016) disclosure, clarity and accuracy framework, to show that the way in
which information is presented affects the way hypocrisy manifests and how it can be
addressed. We analysed the sustainability reports of three financial services companies in
Australia over a five-year period and found that in addition to minimising duplicity,
transparency can increase engagement with the competing expectations facing companies.
Despite its limitations, sustainability reporting offers insights in to the nature, causes and

implications of organisational hypocrisy.
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ON MANAGING HYPOCRISY: THE TRANSPARENCY OF SUSTAINABILITY

REPORTS

1. Introduction

It is easy to find examples of organisations being caught saying one thing and doing
another. Sometimes, there is clear duplicity, as there was as with the VVolkswagen emissions
scandal (Cavico & Mujtaba, 2016). Sometimes, there are inconsistencies in how organisational
values have been applied; for example, some organisations have committed to sustainability
but continued to engage in damaging environmental practices (Klein, 2014). Sometimes,
executives speak publicly about issues (e.g., good Human Resource practices) but fail to meet
the standards they themselves set (Foote, 2001). Additionally, in some instances, business
organisations have produced glowing sustainability and annual reports, despite the underlying
performance of the organisations being poor (e.g., the Enron case; see Kulik, 2005).
Consequently, considerable research has been conducted to gain an understanding of the
nature, causes and implications of organisational hypocrisy (Cho, Laine, Roberts & Rodrigue,
2015; Fassin & Buelens, 2011; Greenbaum, Mawritz & Piccolo, 2015).

Organisational hypocrisy is generally understood to involve a disconnect between talk and
action (Brunsson, 2002; Wagner, Lutz & Weitz, 2009). Most commonly, hypocrisy describes
a situation in which an organisation has been deliberately presented in a way that differs to its
underlying reality (Lyon & Montgomery, 2015). This type of hypocrisy is viewed as
duplicitous and is often purposefully undertaken to secure strategic outcomes (Deegan, 2002;
Laufer, 2003). Less common, but attracting increasing attention, is organised hypocrisy
(Brunsson, 2003). This type of hypocrisy is considered both inevitable and a management
reality. It arises because organisations are complex and do not have a simple ‘reality’ that can

be unproblematically and objectively presented. Managers encounter complex, multiple (and
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irreconcilable) expectations about what an organisation is and what it should be doing. Unlike
deliberate deception, organised hypocrisy is unavoidable (Christensen, Morsing & Thyssen,
2013).

Those that view hypocrisy as a form of duplicity have suggested that it should be called
out by stakeholders (Bowen, 2014; Parguel, Benoit-Moreau & Larceneux, 2011) and avoided
(Wagner et al., 2009). This could be achieved via better regulatory oversight (Delmas &
Burbano, 2011). However, such a simple approach overlooks the reality (and inevitability) of
organised hypocrisy and the fact that the simple presentation of an underlying reality is not
always possible. Proponents of organised hypocrisy essentially suggest that managers will
continue to present organisations in ways that differs to (some views of) their performance via
decoupling (Meyer & Rowan, 1977) or erecting facades (Cho et al., 2015). However, these
approaches fail to address the damaging consequences that can arise from the mismatch that
stakeholders may experience (Walker & Wan, 2012) and could exacerbate, rather than
eliminate, the criticism that organisations face (Bowen & Aragon-Correa, 2014). It is clear that
while much is known about the nature of hypocrisy, its implications in terms of management
practice are less clear.

This paper sought to contribute to understandings of how the hypocrisy issues that arise
from duplicity and the challenges associated with organised hypocrisy can be managed.
Specifically, this paper sought to explore whether sufficient detail can be communicated in
sustainability reports to limit opportunities for duplicity and whether sustainability reports
provides managers with the capacity to articulate and communicate about the competing
expectations they face.

Research that focuses on sustainability reporting can provide invaluable insights in to the

management of hypocrisy challenges. Sustainability reporting is a well-established practice



(Higgins & Larrinaga, 2014), particularly among large organisations, and is one of the primary
ways in which firms communicate their commitments and information about their performance
(KPMG, 1993, 1996, 1999, 2002, 2005, 2011, 2013). To date, very few scholars have
considered the role of sustainability reporting in addressing hypocrisy challenges. Indeed, most
scholars have only demonstrated how these reports represent legitimacy-seeking behaviour
(Deegan, Rankin & Voght, 2000) or how these reports are used to erect the facades that enable
organised hypocrisy (Cho et al., 2015). Our approach differs to that of previous research, as we
drew on the transparency literature to explore what makes disclosure effective. By doing so,
we provide insights into how transparent sustainability reports can assist in the management of
hypocrisy challenges related to both duplicity and competing expectations.

Transparency has not formed a large part of hypocrisy work to date (but see Morin, 2016).
Thus, the present study is somewhat unique, because it links the principles of effective
disclosure to understanding the nature, causes and implications of organisational hypocrisy.
Transparency is concerned with ensuring that information is made available to those with the
right to know, enabling stakeholders to make informed choices about an organisation’s
performance (Haufler, 2010). This focus shifts attention to the way information is presented
and disclosed at the level at which hypocrisy situations often arise. We used Schnackenberg
and Tomlinson’s (2016) disclosure, clarity and accuracy framework to examine five years of
sustainability reports (2011-2015) produced by three Australian financial services
organisations. Our objective was to shed light on whether (and how) a commitment to (and the
practice of) transparency contributes to the management of avoidable and inevitable hypocrisy
challenges.

In this exploratory study, the three financial services firms are each a critical case (see

Flyvberg, 2001, 2006 and the discussion in this paper in the Methods section below). Firms in



this industry have been enthusiastic reporters of their economic, social and environmental
performance (KPMG, 2013), but have also been significantly (and consistently) associated with
hypocrisy issues. In Australia, at the time of writing this paper, a Royal Commission into
Misconduct in the Banking, Superannuation and Financial Services Industry had recently
concluded!. The Commission revealed widespread issues of poor organisational conduct,
systemic governance failures and problematic organisational cultures (Commonwealth of
Australia, 2019). The findings showed clear duplicity in how the organisations presented
themselves in their sustainability reports. The findings also revealed the types of conflicting
circumstances that give rise to organised hypocrisy: financial services firms play a significant
role in the overall health of the economy, but also have important effects on consumers and
their wellbeing and the social and environmental fabric of the economy via their lending
activities.

Initially, we found that the reports we studied did little to address hypocrisy issues.
However, by examining what is reported and how, our transparency-focused research shows
that the lack of specificity around the report audience and purpose hinders the clarity and
accuracy of the information presented and reported. These limitations provide fertile ground
for hypocrisy challenges to flourish. A commitment to transparency can offer improvements in
to how reporting practice, the regulatory environment, and also reporting guidelines could
address some hypocrisy challenges. We also show that a lack of attention by organisations to
transparency contributes to how hypocrisy situations emerge, providing new insights in to the

nature and causes of hypocrisy challenges.

! For more details, see https://financialservices.royalcommission.gov.au/Pages/default.aspx.



This paper is structured as follows. In the next section, we discuss organisational hypocrisy
and expand upon our point that duplicity differs from organised hypocrisy. We also show that
both present important challenges that are difficult to address. By situating our discussion
within the transparency literature and highlighting the information characteristics that represent
a threshold for effectiveness, we explore how hypocrisy challenges can be managed. Next, a
brief overview of sustainability reporting is provided and the approach adopted in the present
study outlined. This section includes a detailed discussion of the nature of hypocrisy challenges
confronting the financial services industry. Following this, we outline and discuss our findings.
Finally, we conclude the paper by making a number of suggestions as to what could be
improved at the micro-organisational level, as well as in reporting practice more generally, in

order to address hypocrisy challenges.

2. Background and Literature Review

2.1 Hypocrisy

Much has been made of the duplicity and lies that characterise how organisations
communicate (Jahdi & Acikdilli, 2009). When organisations engage in ‘greenwashing’ (Bowen
& Aragon-Correa, 2014; Siano, Vollero, Conte & Amabile, 2017) or employ legitimacy-
seeking behaviours (Deegan, 2002), they are considered hypocritical (Lyon & Montgomery,
2015), as their symbolic expressions of conduct differ to their actual behaviours (Walker &
Wan, 2012). It is thought that organisations largely engage in such actions to appear responsive
to stakeholders (Ramus & Montiel, 2005), to demonstrate their ‘green’ credentials (Delmas &
Burbano, 2011), in response to peer pressure within industries (Delmas & Toffel, 2008) and as
the result of unethical management practices (Brass, Butterfield & Skaggs, 1998). This type of
hypocrisy is viewed as a choice organisations make to deceive (Laufer, 2003) that needs to be

called out (Parguel et al., 2011) and eliminated (Wagner et al., 2009).



The notion that organisations are led (intentionally or unintentionally) to engage in
organised hypocrisy or must communicate differently to appease multiple (and often
conflicting) expectations casts such inconsistencies in a different light (Lipson & Weaver,
2008). According to Brunsson (2003) organisations are typically viewed as co-ordinated and
organised and as having a clear sense of what they are and should be doing. However, the
reality is often quite different. Bromley and Powell (2012) and Crilly, Zollo and Hansen (2012)
showed that firms need to secure legitimacy from divergent stakeholders with contrasting
expectations (Slawinski & Bansal, 2015). Organisations must appear rational (with well-
organised operating processes), respond to the latest trends, which may range from trends
related to sustainability, lesbian/gay/bisexual/transgender and/or intersex (LGBTI) or work-
life balance, be authentic (Alhouti, Johnson & Holloway, 2016; Joo, Miller & Fink, 2019) and
also appear to be focused on value creation and profitability. Reconciling these is not always
an option. In reality, organisations create (at least) two sets of structures and processes
(Brunsson, 1993) or facades (Cho et al., 2015) that enable them to respond to expectations in
different ways, while also appearing to conform. Rather than representing hypocrisy as
duplicity, such decoupling (Meyer & Rowan, 1977) or buffering (Thompson, 1967) is
inevitable and unavoidable.

Both types of hypocrisy are challenging. For stakeholders organisations are opaque.
Stakeholders have a right to know about an organisation’s activities (Gray, Owen & Adams,
1996) and also need clarity about an organisation’s commitments and performance if they are
to make informed choices (Laufer, 2003). The inevitability of organisational hypocrisy can
create challenges for managers. Even in the absence of any intent to deceive, managers must
decide whether to discuss the competing expectations they face or disguise them (Cho et al.,

2015; Scandelius & Cohen, 2016). There is an implied assumption that conflicting expectations



need to be reconciled and any related decisions hidden (Brunsson, 2003). Currently,
understandings about how managers can address such challenges are limited.
2.2 Transparency

A commitment to (and the practice of) transparency offers potential solutions to the
hypocrisy issues experienced by stakeholders and the challenges faced by managers (Dubbink,
Graafland & van Liedekerke, 2008). Transparency is not new (Hood, 2006); however, it is
almost universally considered desirable (das Neves & Vaccaro, 2013). Transparency is
effective at delivering a number of outcomes (Roberts, 2009). Transparency is assumed to
provide the means for information disclosure that aids stakeholders in their understandings of
organisations and how they are presented (Strathern, 2000).

In government, transparency forms the basis of information disclosure and freedom of
information legislation (Christensen & Cheney, 2015; Fox, 2007). It also forms the basis of
scorecards and rankings in schools (e.g., Meijer, 2013) and hospitals (e.g., Hibbard, Stockard
& Tusler, 2003). Further, as more information leads to better informed citizens, transparency
is also viewed as pivotal in reshaping the balance of power in society (Mol, 2010). In business,
transparency can deliver operational improvements (Vishwanath & Kaufmann, 2001),
contribute to the effective functioning of markets (Bushman, Piotroski & Smith, 2004;
Dingwerth & Eichinger, 2010; Kurtzman, Yago & Phumiwasana, 2004) and build trust
between organisations and stakeholders (Norman, Avolio & Luthans, 2010; Schnackenberg &
Tomlinson, 2016). Examples of transparency include the Toxic Release Inventory (Fox, 2007;
Tietenberg, 1998), product labelling (Meise, Rudolph, Kenning & Phillips, 2014; van Dorp,
2003) and sustainability reporting (Dando & Swift, 2003).

We considered whether sustainability reporting has the potential to offer sufficient capacity

to identify duplicity and whether a commitment to transparency enables managers to address



the competing expectations they face. Many researchers have cast doubt on the value of
sustainability reporting (Gray & Milne, 2002; Milne & Gray, 2007; Milne, Tregida & Walton,
2004), noting that organisations can (and do) manipulate transparency (Schnackenberg &
Tomlinson, 2016), including sustainability reports (Catalyst, 2015). However, few studies have
explored the potential of sustainability reporting to address hypocrisy challenges through a
transparency lens (Fernandez-Feijoo, Romero & Ruiz, 2014). To date, most studies have
emphasised legitimacy (Deegan, 2002), institutionalisation (Higgins & Larrinaga, 2014) and
stakeholder management (Ngu & Amran, 2018) as motives for reporting. Consequently, their
recommendations for improvements have focused on institutional and regulatory reform and
the need for materiality assessments (Eccles, Krzus, Rogers & Serafeim, 2012), reporting
standards (Albu, Albu, Dumitru & Dumitru, 2013) and assurance and verification (O'Dwyer &
Owen, 2005).

The adoption of a transparency lens focused this study on the design and structure of
sustainability reports and the characteristics of the information reported. This lens went beyond
simply detailing principles of reporting (e.g., balance, comparability, accuracy, timeliness,
clarity and reliability; see GRI [2006] ) to considering what each of these involve. When
considered in relation to the challenges of hypocrisy, the transparency of sustainability reports
offers new insights in to how these reports can be structured and how information can be
presented to overcome accusations of duplicity. It also provides a way of navigating competing
expectations.

2.2.1 Effective Transparency. To be effective, transparency initiatives must be carefully
structured. A one-size-fits all approach to transparency does not work (Dingwerth & Eichinger,
2010). The objectives must also be considered in terms of specific instances of market or

regulatory failures (Loewenstein, Sunstein & Golman, 2014). Further, the targets of
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transparency (in governments and business organisations) (Williams, 2008) and what
stakeholders, citizens or customers are expected to do with the information disclosed (e.g., to
demand regulatory change or specific operational changes) (Kosack & Fung, 2014) must be
planned. Consideration must also be given to the specific characteristics (i.e., disclosure, clarity
and accuracy) of the information produced (see Schnackenberg & Tomlinson, 2016).

Disclosure refers to the relevancy (Williams, 2008; Nicolaou & McKnight, 2006),
observability (Bernstein, 2012; Kaptein, 2008), completeness (Granados, Gupta & Kauffman,
2010; Street & Meister, 2004; Zhu, 2004) and timeliness (Bloomfield & O’Hara, 1999;
Philippe & Durand, 2011) of the shared information. Stakeholders’ perceptions of transparency
depend on information being openly shared in a timely manner. Further, the topics and material
included should be consistent over time to allow stakeholders to observe stability or changes
in performance and practices and show progress towards strategic targets between years or
between organisations. However, disclosure refers to ‘more than the open transfer of all
available information’ (Schnackenberg & Tomlinson, 2016, p. 1792). To address instances of
organised hypocrisy, the needs of a target audience must be considered (Clark Williams, 2008),
as well as the proportionality and relative materiality of the shared information to the
organisation’s strategy and business model. Organisations can address claims of duplicity by
disseminating a balanced account of their performance that examines both positive and
negative outcomes. Organisations reduce disclosure and transparency if they omit relevant
information or change the topics included in their reports from year to year. Stakeholders are
more likely to perceive duplicity when organisations provide an incomplete account or provide
information that is out of date.

Clarity differs from disclosure in that it is largely about the seamless transfer of meaning

from sender to receiver rather than the amount or relevance of information shared’
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(Schnakenberg & Tomlinson, 2016, p. 1793). Clarity relates to coherence (Miller, 1996),
interpretability (Nicolacu & McKnight, 2006), understandability (McGaughey, 2002; Street &
Meister, 2004) and comprehensibility (Briscoe & Murphy, 2012; Granados, Gupta &
Kauffman, 2010; McGaughey, 2002). Stakeholders perceive transparency when information is
coherent, lucid and readily digestible, as this enables them to fully ascertain the value of the
information. Common issues arise in relation to the measures used and the context in which
information is presented. Organised hypocrisy may emerge if an organisation fails to connect
shared information to their strategy and industry performance, as this limits stakeholders’
ability to contextualise and comprehend the organisation’s commitments and performance.
Further, organisations reduce clarity and transparency and open themselves up to charges of
duplicity if they overuse or strategically use technical and complex language that stimulates
confusion and ambiguity among stakeholders, who may or may not be familiar with
organisational processes, routines and jargon (Crilly, Zollo & Hansen, 2012).

Accuracy is also essential and requires the careful consideration of the relationship between
meaning, comprehensibility and bias (Granados, Gupta & Kauffman, 2006; VVorauer & Claude,
1998). As Schnackenberg and Tomlinson (2016, p. 1,794) stated, ‘accuracy is unique to
disclosure and clarity in that it is about information reliability rather than completeness or
understandability’. Accuracy does not imply that information must be completely correct, as
achieving that is impossible (Schnackenberg & Tomlinson, 2016). However, ‘material claims
should reflect precise qualifications about their expected validity for information to be
considered transparent’ (Schnackenberg & Tomlinson, 2016, p. 1793). Organisations can
convey honesty and integrity to stakeholders by demonstrating that information is well founded
(Bushman, Piotroski & Smith, 2004), free of bias (Nicolacu & McKnight, 2006; Williams,

2005), correct (Singh & Sirdeshmukh, 2000; Street & Meister, 2004) and by describing the
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measurement techniques and calculations underlying the information shared as necessary
(Eijffinger & Geraats, 2006; Philippe & Durand, 2011). Accuracy is essential to reducing
suspicions of ‘greenwashing’, legitimacy-seeking behaviours and other forms of duplicity, as
it allows stakeholders to ascertain the actual impacts of the organisation. It is also critical in
setting out the context and issues that the organisation needs to address. Organisations decrease
accuracy and transparency by faking and decoupling. In doing so, they diminish ‘the extent to
which information conforms to the beliefs, logic structures, and lived experiences of the source’
(Schnackenberg & Tomlinson, 2016, p. 1,800). Organisations can reduce issues of organised
hypocrisy by building rapport with stakeholders, hiring authentic leaders (Walumbwa,

Luthans, Avey & Oke, 2011), having third parties audit the information shared.

3. Methods

As stated above, this study analysed the sustainability reports produced by three Australian
financial services firms over a five-year period through Schnackenberg and Tomlinson’s
(2016) transparency framework (see Table 3). We purposefully selected organisations that had
been reporting for some time, were acknowledged leaders in reporting, but that had also faced
challenges from stakeholders regarding their performance (duplicity) and/or the reality of
competing expectations (an issue that may lead to organised hypocrisy).

Our focus on three financial services organisations was motivated by the need to select
‘critical cases’ (Flyvbjerg, 2001; Flyvbjerg, 2006). A critical case has strategic importance to
the general research problem. The aim is to strategically select cases that provide broader
insights into a research problem than what random selection would afford. In this study, cases
were identified whose features had the most potential to provide wider insights into the specific
research question. In this case, it was anticipated that we would be most likely to find evidence

of the potential of sustainability reporting in organisations that faced the most scrutiny and
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which were deemed effective and leading reporters. If no evidence of transparency and its
effectiveness in organisations whose reporting is the most mature can be found, questions
should be asked as to whether sustainability reporting has any potential in this area.
Organisations operating in the financial services sector represent critical cases. Like many
other firms, Australian financial services firms have come under intense scrutiny since the
Global Financial Crisis of 2007—2009 (Glynos, Klimecki & Willmott, 2015; Herzig & Moon,
2013; Liu, 2015). Globally, concerns have arisen about the poor culture within the industry
(Wishart & Wardrop, 2018), regulatory safeguards (Schmulow, Fairweather & Tarrant, 2019),
oversights of banking products and services, risk-taking behaviours, and poor corporate
governance (Adams, Borsellino, McCalman & Young, 2017). Calls for greater transparency
have repeatedly been made in this sector (Compass, 2010). Additionally, systemic and localised
issues have given rise to charges of duplicity and have also lead to organised hypocrisy.
Numerous examples exist of localised issues or inconsistencies in the stated values of
particular firms and how these have been reflected in practice. Table 1 provides examples of
Australian banking scandals throughout the study period (see Karp, 2016, for a full list and

more details about these scandals).

Insert Table 1 about here

The ‘Big 4’ banks in Australia (i.e., National Australia Bank [NAB], the Australian
and New Zealand Banking Group [ANZ], the Commonwealth Bank of Australia [CBA] and
Westpac) have produced sustainability reports (and other associated communications) for
some time. Indeed, several banks, including the NAB, have won awards for their reports
(Catalyst, 2015), while others have been lauded as model corporate citizens. For example
Westpac was named ‘the most sustainable company in the world’ (Westpac Banking

Corporation, 2015) and the ANZ was listed as a global banking sector leader in the Dow
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Jones Sustainability Index. When viewed in the context of the banking scandals above, these
accolades raise clear issues of duplicity. As Catalyst (2015) stated, ‘a schism exists between
symbolic and substantive sustainability efforts’ (p. 4). Perhaps most evident is hypocrisy as
duplicity, as the banks are aware of many of the issues (Leo & Roddam, 2017).

The banking and financial services sector also suffers from systemic issues that raise a
‘moral conundrum’ due to competing expectations (Catalyst, 2015, p. 10) and give rise to
organised hypocrisy. They are mostly private entities with a legal obligation to maximise
shareholder value. Norms of short-termism, performance rewards and a focus on profit
maximisation prevail (Catalyst, 2015). They are both firmly ingrained in the economy and
loom large in the public domain (Schmulow et al., 2019). Commercial banks represent the
third largest sector of the Australian economy, account for over 40% of the total market
capitalisation of the Australian Stock Exchange (Liu, 2015) and represent $AUD 522 billion
in Australian household deposits (or approximately one third of Australia’s Gross Domestic
Product [GDP]) (Catalyst, 2015). Australian banks fund most of the assets in the economy
and a significant proportion of Australian banking stock is owned by Australian
superannuation funds (Schmulow et al., 2019). The spill-on effects for the economy as a
whole mean that they are ‘too big to fail” (Scholtens, 2009). As Australian banks have
tightened lending recently, the housing market, government stamp duty revenue and
consumer confidence have declined.

Systemic issues raise the inevitability of organised hypocrisy, as banks and other
financial services organisations must appear legitimate and responsible to the public and
regulators, but also meet the profit and growth expectations of shareholders. As a ‘banking

culture’ has given way to a ‘sales culture’ (Liu, 2015), banks have sought to ‘paper over the
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cracks’ and balance conflicting expectations about shareholder profits with their social and
environmental commitments (Catalyst, 2015).

The three organisations analysed in this study comprised a large commercial bank, a
superannuation fund and a smaller mutual society/community bank (see Table 2). Qualitative,
multiple case studies of these three organisations ensured that the results would span the
sector and also offer sufficient depth of reporting experience. This case study approach also
enabled the research results to be placed within an organisational context and for the complex
phenomenon to be analysed from different angles (Eisenhardt, 1989; Yin, 1984). In addition,
our consideration of multiple cases provided opportunities to compare (and thus validate)
ideas or inferences arising from each case and enabled us to propose new practical insights
and inform theory development about the nature, causes and implications of organisational
hypocrisy (Bansal & Roth, 2000; Yin, 1984).

Table 2 summarises the characteristics of the three organisations selected for the
detailed analysis.

Insert Table 2 about here

Our primary data source comprised 14 sustainability reports,? published by three firms
between 2011 and 2015. The analysis involved a qualitative content analysis (Bryman &
Bell, 2003) that was informed by Schnackenberg and Tomlinson’s (2016) transparency
framework. Content analysis is frequently used in case studies (Kolbe & Burnett, 1991) and

to analyse sustainability reports (Beck, Campbell & Shrives, 2010). Such analyses provide a

2 Bank Australia issued a report in 2011; however, this report is not publicly available.

16



systematic and objective description of the content that improves the rigor, validity and
reliability of the case study approach (Krippendorff, 2013).

Our research study comprised three stages. First, two of the three authors
independently read through all 14 reports, identifying aspects of report structure and
disclosures and gaining an overall ‘feel’ as to how ‘easy’ each report was to navigate. In the
second more detailed phase, the two authors independently coded the content of the reports
according to Schnackenberg and Tomlinson’s (2016) dimensions of disclosure, clarity and
accuracy (see Table 3). Finally, the two authors compared and discussed their individual
findings to review and realign their coding decisions and (where necessary) recode the text in
accordance with this discussion.

To improve intercoder reliability (or inter-rater reliability), various measures were
implemented. First, adopting the approach of Miles and Huberman (1994), a detailed
description of each dimension of disclosure, clarity and accuracy was drafted (see Table 3).
This codebook assisted the data analysis and contributed to the standardising of the coding
process. Second, the two authors blindly coded three reports using the same categorisation
grid. The intercoder reliability was analysed by comparing the coding judgements of the two
authors concerning the categorisation of the three reports (Harry, Sturges & Klingmer, 2005).
Adopting the approach of Miles and Huberman (1994) and Saldafa (2010), a coding
consensus was reached when the authors achieved more than 85% agreement® on 95% of the

codes.

% To calculate a percentage agreement for intercoder reliability, we used the formula of Miles and
Huberman (1994): reliability = number of agreements / number of agreements + disagreements. However,
it should be noted that while ‘there is no standard or base percentage of agreement amount qualitative
researchers, [...] 85-90% range seems a minimal benchmark to those most concerned with an evidentiary
statistic’ (Saldafa, 2010, p. 28).

17



Insert Table 3 about here

An issue arose in relation to the amount of data reported and the numerous examples
uncovered. Careful consideration was given as to how best to make sense of and share the
insights discovered. In the findings section, we present illustrative examples of some of the
most salient issues that clearly suggest the transparency potential of sustainability reports in
addressing hypocrisy challenges. This focus also enabled us to identify the areas to which

specific improvements could be made to reporting practices and reporting guidelines.

4. Findings

In this section, we discuss our findings in relation to the framework of disclosure, clarity
and accuracy. One issue that arose across all of the reports related to the lack of specificity
regarding each report’s audience and purpose and what was expected of the stakeholders. We
return to this point in our discussion, but note that this issue is fundamental to the effectiveness
of transparency initiatives (Dingwerth & Eichinger, 2010; Kosack & Fung, 2014; Loewenstein
et al., 2014). As discussed below, this lack of specificity accounts for many of the weaknesses
identified.
4.1 Disclosure

To reduce accusations of duplicity and provide a means for discussing competing
expectations, a transparent sustainability report must provide sufficient detail to allow
stakeholders to understand an organisation’s impacts and the challenges that management face
in running an organisation. Stakeholders need to be assured that the organisation has openly
shared all the relevant information (positive and negative) in a timely manner (Schnackenberg
& Tomlinson, 2016).

Each report outlined each organisation’s: values and purpose; businesses, products and

services; social contributions; environmental stewardship; and leadership and governance. The
18



information was mostly presented consistently over the five-year period for each company and
also between the companies. Consistency aids observability and allows users to identify
changes and analyse trends in performance over time (see Appendix A for an overview of the
structure of each report). The introductory sections of the reports (typically entitled ‘About
Us”) could provide scope to discuss the wider contexts in which these firms operate.

In each report, the organisations’ discussions of their strategies and business models tended
to be limited to how the organisations viewed themselves and what they aimed to achieve. For
example, Bank Australia, noted that its customer-centric business model, which sought ‘to
enhance the economic wellbeing of its customers in responsible ways (2012, p. 3), was derived
from its vision ‘to be Australia’s leading customer owed responsible bank’ (2015, p. 5).
Conversely, VicSuper referred to its ‘not-for-profit and open to everyone’ (2011, p. 2) business
model, highlighted its products and services, some basic organisational statistics, its philosophy
(goal, purpose, central operating principle and core values), recognition and the awards it had
received. Finally, Westpac discussed its vision ‘to be one of the world’s great companies,
helping our customers and people to prosper and grow’ (2012, p. 6) and its strategic priorities.

None of the reports mentioned the trade-offs that had to be made to fulfil commitments or
the tensions between profit maximisation, shareholder value and the role of the organisation in
the economy. The incomplete accounts of all three organisations reduced disclosure (and
perceived transparency). Discussion at the micro-level represents a facade, as while broader
tensions and challenges are not necessarily masked, they are avoided, which suggests a degree
of organised hypocrisy. This also represents a missed opportunity to outline the competing
expectations these organisations face. Stakeholders could be forgiven for thinking that there
were no fundamental conflicts between responsible and sustainable business and the role and

place of organisations in the overall functioning of the economy.
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Disclosure was also reduced by which information the organisations chose to share. The
reports were dominated by some issues (e.g. environmental stewardship), which are of little
relevance to banks’ stakeholders, and are of relatively low materiality to financial institutions.*
For example, VicSuper provided considerable detail about its paper usage. Indeed, in its 2011,
2012 and 2013 reports, VicSuper included a five-year time-series graph in relation to its total
paper use (equivalent to millions of A4 sheets) and the total paper use (equivalent to A4 sheets)
per member, noting that the paper used was ‘either made with recycled content or comes from
sustainable managed forests (as evidenced by Forest Stewardship Council)’ (2013, p. 33).
Similarly Bank Australia provided extensive detail about paper usage, transport for business
purposes and the water and energy consumption of the buildings it owns or leases (but made
very few statements about the businesses it finances). Westpac also disclosed performance
figures and targets for office paper usage and recycling rates, but only in relation to its head
office in Sydney.

This abundance of information about environmental issues implies engagement with and
addresses wider societal expectations for environmental action; however, it arguably presents
a facade that was used to divert stakeholders’ attention from and scrutiny of material issues.
Indeed, while details of paper usage address environmental commitments, they have less
relevance to VicSuper’s overall strategy than information about how it engages with the

companies in which it invests (see Table 4).

* According to a report by the GRI and Robeco (2015), investors view the main material issues of a bank
as risk management, corporate governance, human capital management (e.g., training and education),
employment, diversity and equal opportunity. Environmental stewardship was found to have low
materiality to bank investors. Further, the report also identified a shift away from environmental reporting
in the sector, as ‘more financial institutions are becoming aware of the need to focus on the real economy,
and acknowledge that their main environmental impact is through financing and investments, not the direct
environmental impact of their operations’ (GRI, 2015, p. 19).
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Insert Table 4 about here

Despite growth in the fund, the number of companies engaged by VicSuper has fallen from
647 in 2011 to 540 in 2012 and 506 in 2013. Little information was provided as to why
VicSuper engaged with fewer companies and very little information was provided as to the
environmental, social and governance (ESG) issues related to this engagement. The omission
of such relevant information raises questions about VicSuper’s engagement approach,
including whether the approach is so effective that very few issues exist or if information on
engagement was omitted for another reason. No information was provided as to whether
VicSuper is investing in ‘unsustainable’ companies. Other questions also arose, including what
trade-offs do VicSuper consider in balancing the pressure for investment returns with identified
ESG issues; are the same companies engaged each year about the same issues; and what are
the outcomes of the engagement process. The absence of such details calls into question the
completeness of the report, limits the relevance of the information provided and creates an
impression that considerable efforts have been undertaken that are not commensurate with the
evidence. Given VicSuper’s stated commitments, this represents a degree of duplicity. Further,
their use of facades prevents tensions from arising in relation to VicSuper meeting (or failing
to meet) its commitments.

In terms of observability (i.e., the ability of stakeholders to identify changes and analyse
trends in performance), fluctuations in what is reported, how it is measured and the method of
presentation limit the potential of each report to overcome questions of duplicity. For example,
in relation to the reporting of water data, Bank Australia’s shifted from using simple qualitative
measures in 2011 and 2012 to targets and time-series figures for absolute (m®) and relative
(m*FTE) measures by 2014. This change in the unit of measurement inhibits the ability of
stakeholders to directly compare year-to-year performance. More alarmingly, from 2014, Bank
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Australia completely ceased to disclose any information about its governance structure.
VicSuper reported a steady increase in carbon dioxide (CO2) emissions between 2011 and
2013; however, despite its claims that it was prioritising carbon reductions, VicSuper ceased
reporting on CO2 emissions in 2014 without explanation. VicSuper actions were similar in
relation to its total electricity use. Similarly, Westpac reported on employee wellbeing,
diversity and retention in 2012 and 2013, but did not discuss these topics in 2011, 2014 or
2015. Such inconsistencies and irregularities in reporting are likely to negatively affect
stakeholders’ perceptions of transparency, particularly in relation to observability and the
timeliness with which information shared, which could raise suspicions of duplicity. Further,
stakeholders may also question why disclosure has changed, what such changes mean and why
it was necessary to change measures and priorities.

Some fluctuations are reasonable if strategies and priorities shift and/or stakeholders
provide feedback about what they expect to see; however, the rationale for any changes must
be outlined to improve observability. Changes to the information that is included or omitted
year to year prevents completeness and hinders the ability of stakeholders to observe
performance trends over time. In terms of relevance, granular improvements to reporting
energy and electricity use are likely to be less relevant than improvements to more strategic
commitments (e.g., engagement). In relation to making improvements to the data reported,
organisations would be better advised to address hypocrisy challenges by focusing on strategic
issues and by responding to and discussing conflicting expectations.

4.2 Clarity

Clarity refers to the ease by which a stakeholder can gain a clear picture of an organisation,

its impacts, challenges and priorities (Schnackenberg & Tomlinson, 2014). Clarity is critical in

reducing duplicity and setting parameters for articulating the issues managers face, as it reduces
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ambiguity about the status of the organisation. To be effective, the information shared needs to
be coherent, understandable, easy to interpret and presented as simply as possible.

The reports examined in the present study all included extensive data, but provided very
little context to aid understandability. For example, VicSuper’s and Westpac’s reports on
employee gender statistics included data on meeting internal targets (for VicSuper in relation
to the balance of its workforce and for Westpac in relation to women in leadership positions),
but did not discuss whether the data matched or exceeded agreed sector standards. It is neither
clear nor easily comprehendible to the organisations’ stakeholders how the targets compared
to the sector or the business community more generally. Questions remain as to whether the
targets are realistic and what steps need to be undertaken to achieve them. Further, the
information shared by each organisation indicated that performance had been positive (year-
on-year); however, it was unclear whether the organisations lag behind others or led the sector.
Interested stakeholders may suspect duplicity if the organisations’ gender targets and
performances are ultimately discovered to be below sector standards.

The performance data also lacked detail about the initiatives driving performance. For
example, in relation to gender, it was not clear whether the improvements were driven by
specific initiatives or natural attrition. A stakeholder may be curious as to whether processes
of positive discrimination are in place and as to what trade-offs have been made. The
organisations gave the impression that progress is ‘sound’ and that they are responsive;
however, the absence of context reduces clarity and perceived transparency, which in turn gives
rise to organised hypocrisy.

Similar issues arose at Bank Australia in relation to its carbon emission data. Bank
Australia provided emission reduction figures for 2012 and 2013; however, it was not clear

what these figures meant in terms of organisational strategy. Further, no information was
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provided about the positive or negative consequences of other operations and processes related
to emission reductions. This is likely to raise questions among stakeholders as to what tensions
exist and what sacrifices have been made. Perhaps more significantly, there was also a lack of
data about the scope of the funded projects (e.g., the number and range of the funded projects)
and whether the offsets were achieved through careful integration across multiple funded
projects or one large project. Additionally, there is a question as to whether reductions have
occurred due to intentional actions or as an unintentional consequence. Failure to discuss such
issues leaves organisations open to charges of organised hypocrisy. Knowledgeable
stakeholders may have given leeway to the organisation had emissions increased.

Issues of gender equality and carbon emissions also raise issues about both duplicity and
organised hypocrisy. Questions include: does the lack of context mask duplicity; are the
organisations attempting to create an impression of responsiveness, but seeking to avoid their
underlying activities being scrutinised; and do these issues reflect growing community and
stakeholder pressures that managers find it difficult to address? Simple explanations of the
choices made, which trade-offs were considered acceptable and the rationale for policies in
these areas could enable these challenges to be managed more effectively and create
opportunities for stakeholder dialogue.

One further issue that arose in the reports relates to a lack of specificity. For example, Bank
Australia used the tagline ‘Responsible Banking’ consistently; however, the meaning of this
phrase appeared to change throughout the report. Initially, the report focused on ‘customer
wellbeing’, ‘doing things differently’ and Bank Australia’s commitment to ‘the achievement
of a balanced set of outcomes that are in line with customers’ expectations across our key areas
of performance’ (2011, p. 3). Data was presented alongside this headline message; however,

there was no clear way to interpret this data. Indeed, it was not clear why or how the measures
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reflected ‘balance’, what was being balanced or whether the organisation engaged with its
customers to determine their expectations. Consequently, Bank Australia appeared to be
presenting a facade, as no detail was provided to aid understanding of the organisation’s
position. In 2012, Bank Australia indicated that ‘customers were recently asked about their
decision making and attitudes around banking products and services’ (2012, p. 6). However,
rather than explaining how this informed its investment decisions, Bank Australia merely stated
customers are ‘attracted to the bank because of its responsible reputation’ (2012, p. 6). Similar
fluctuations were observed in 2013 and 2014,

In relation to VicSuper’s engagement with investee companies (see discussion above),
despite indicating that a number of issues were addressed (an average of 1,306 issues per year),
the sets of issues listed each year were identical: board structure, executive remuneration,
operations in troubled regions, munitions manufacture, shareholder returns, carbon intensity,
bribery. It is not surprising that similar issues arose each year; however, the absence of new
issues raises questions as to the organisation’s level of engagement. Numerous questions arise,
including: does the organisation uncover new challenges as new knowledge is received; did no
new issues arise; if the same issues continue to arise each year, how effective are the
organisation’s engagement efforts; what are the specific issues raised under each; and which
issues are the most significant? Such information is important to members and investor
stakeholders, especially in circumstances in which an organisation claims that these issues are
at the centre of its purpose, strategy and objectives. The readers of such reports must have had
the impression that considerable action has been undertaken, while being unable to identify
exactly what had occurred.

Similar ambiguities arose in Westpac’s reporting of environmental business activities. In

Westpac’s report, ‘headline statements’ prevailed and very little contextual data was provided
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to aid interpretability. In 2013, Westpac reported $6 billion in lending and investment in
CleanTech and the environmental services sector and noted that wind and solar projects had
been funded; however, Westpac did not contextualise this in terms of its overall lending
portfolio or in relation to any increases that it had made in its other less environmentally-
friendly investments. This issue is an excellent example of organised hypocrisy. However,
Westpac did not simply engage with the issue as a facade (Cho et al., 2015); rather, it presented
itself as self-evidently environmentally responsible. This lack of clarity continued in
subsequent reports. Notably, its investments in CleanTech and environmental services
exceeded $6 billion in 2014 (reaching $8 billion), but declined in 2015.
4.3 Accuracy

The importance of accuracy is obvious; reports that contain inaccuracies cast doubt on the
integrity of managers, organisations and reporting processes. Stakeholders expect information
to be technically compliant with reporting regulations and standards and free from bias
(Schnackenberg & Tomlinson, 2016). Inaccuracies can give rise to suspicions of duplicity.

This study assumed that the information reported in each of the individual reports was
accurate (notably, each report was independently verified). > However, when each
organisation’s report was compared across the five years, inaccuracies in reporting were found
between the years. Notably, differences were found in the comparative figures provided for
numerous operational and strategic indicators. For example, VicSuper reported that it
purchased 9.04 m sheets of paper in 2011, but the comparative data provided in the 2012 report
for 2011 suggests that it purchased 8.95 m sheets of paper. Similarly, Westpac’s paper usage

for 2011 and 2012 was 6,262 tonnes and 6,030 tonnes, respectively; however, in the 2013

® Note: the organisations tended to change assurers across the time period studied.
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report, the figures for 2012 and 2011 had been adjusted to 1,579 tonnes and ‘n/a’ (i.e., not
available), respectively. The organisations provided footnotes indicating that recalculations
had occurred; for example, VicSuper (2012) wrote: ‘Note: The figure for 2010/11 has been
restated to amend a calculation error published in last year’s report’. However, the lack of
specific information about how the calculation was amended reduces accuracy (and perceived
transparency). Thus, questions are likely to arise about the validity of other data statements in
the current and previous reports and the precision of reporting.

Detail of VicSuper’s and Westpac’s paper usage is unlikely to be material; however,
inaccuracies in VicSuper’s engagement patterns could give rise to suspicions of duplicity. As
noted above in the ‘Disclosure’ section, VicSuper disclosed its engagements with Australian
and international companies. In 2011, it reported that it had engaged with 35 Australian
companies, but the comparative figure provided for 2011 in the 2012 report was 53. Bank
Australia’s reports contain similar inaccuracies in relation to the comparative reporting of
carbon emissions. A further lack of precision was observed in some of the labels used for
quantitative indicators of performance. For example, Westpac changed from ‘total paper
usage—Aust & NZ (tonnes)’ in 2012 to ‘office paper—Aust & NZ (tonnes)’ in 2013, without
communicating whether this change represented a mere relabelling or if the underlying data
collected was different.

Similar inaccuracies were observed in most of the reports across the years. If these
inaccuracies were simple errors, it might seem minor and over critical to point them out;
however, such errors cast doubt on the accuracy and trustworthiness of all the reported
information. It may be that these inaccuracies represent adjustments and that such adjustments
should be expected to occur as companies improve their data collection techniques or evolve

their businesses (e.g., by selling assets and growing); however, none of the organisations
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explained any changes to their approaches. Diligent and regular readers of sustainability reports
are likely to spot reporting inaccuracies and have questions about the precision and thus the
validity and overall credibility of the organisation and its performance.

At worst, the inaccuracies represent attempts to deceive, which will do very little to
reassure stakeholders that the organisations are not being hypocritical. Conversely, the
inaccuracies may be symptomatic of the challenges managers face in ensuring their reports
meet both changing stakeholders’ expectations and the institutional environment. Maintaining
accuracy over time is particularly difficult given that the delay between measuring, collecting
and reporting data is often more than a year. During this time, stakeholders’ expectations may

change, which may unintentionally reduce the perceived integrity of what is reported and how.

5. Discussion

Initially, our findings suggested that sustainability reports have little potential to address
the hypocrisy issues experienced by stakeholders (duplicity) and the competing expectations
faced by managers (organised hypocrisy). We found several limitations in the information
reported, how the information could be understood and the overall clarity and accuracy of the
information. Like Dando and Swift (2003), it would be easy to dismiss sustainability reports
as ‘greenwashing’ and a legitimacy-seeking exercise (Deegan, 2002) and to conclude that such
reports do little to address organisational hypocrisy.

Duplicity is clearly a problem. We found that organisations’ Statements of vision were at
odds with their performance as revealed by the recent Royal Commission in to Misconduct in
the Banking, Superannuation and Financial Services Industry in Australia. For example,
Westpac stated that their vision was ‘to be one of the world’s great companies, helping our
customers and people to prosper and grow’ (2012, p. 6); however, the Royal Commission

revealed that Westpac had breached responsible lending laws, leading to substantial losses for
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many of its customers (Commonwealth of Australia, 2019). Recent banking scandals also
revealed that Westpac faced a 2014 fine for misleading product disclosure statements, a 2015
series of refunds for unwanted insurance products and a 2016 fine over credit limit practices
(Karp, 2016). Additionally, our study found that the lack of clarity and accuracy gives rise to
suspicions of duplicity. For example, Bank Australia created an impression of action in relation
to its carbon emission data; however, due to the lack of context provided, its actions could not
be evaluated. It appears that very little has changed since Deegan’s (and his colleagues’) early
research (2000, 2002) on the legitimacy motives of sustainability reports.

Organised hypocrisy also loomed large in our analysis. Notably, we identified a number of
facades (Cho, Laine, Roberts & Rodrigue, 2015) that decoupled (Meyer & Rowan, 1977) and
buffered (Thompson, 1967) organisations’ performance from what might be expected of them.
One such facade relied on the use of operational-level disclosures to mask the absence of
detailed disclosures of strategic issues. For example, VicSuper’s extensive reporting of paper
and energy usage was given at the expense of detail about its engagement with its investee
companies. Similarly, environmental responsiveness was used as a facade to mask activity
around material issues.

Notably, GRI and Robeco (2015) suggested that issues of human capital (including
employment, diversity and equal opportunity) are highly material to the banking and financial
services industry and far outweigh the environmental impacts of these organisations’ own
operations. While Westpac set targets in relation to women in leadership positions, it failed to
discuss whether the targets were realistic or how they related to the sector as a whole. This
contrasted greatly to the manner in which it reported on the environmental impacts of its
corporate headquarters. Additionally, the organisations used ‘processes’ as a fagade in failing

to detail the outcomes of the processes they disclosed. For example, Bank Australia discussed
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their customer and stakeholder engagement process, but failed to mention how the findings
were used, the challenges that ensued or exactly what the organisation did as a result of the
insights gained from this process. Such facades reinforce Cho et al.’s (2015) point that ‘the
prospects of sustainability reports developing into substantial disclosures is severely limited by
organised hypocrisy’ (p. 91).

The objective of this paper was not to highlight that sustainability reports enable hypocrisy
but to show that sustainability reports may have the potential to address hypocrisy. There is an
important gap in understandings of the management implications related to hypocrisy issues.
As Jahdi and Acikdilli (2009) observed, the manner in which a company communicates ‘can
play a major role in conveying a company’s [corporate social responsibility] messages and
communicating a more socially responsible image’ (p. 103), but its credibility and reliability
may remain problematic. Thus, transparency provides insights in to how information can be
reliably provided to enable stakeholders to make informed choices (Haufler, 2010). It also
offers scope for addressing the hypocrisy issues stakeholders experience and the challenges
managers face in seeking to improve the practice of disclosure.

Loewenstein, Sunstein and Golman (2014) explained that the effectiveness of transparency
rests on targeting a specific problem, while Dingwerth & Eichinger (2010) noted that a one-
size-fits all approach does not work. Notably, our analysis revealed a lack of specificity in the
sustainability reports examined. It was not clear whether these reports were an account of each
organisation’s performance against its stated commitments, reports to stakeholders in response
to their feedback and expectations, or a catalogue of performance metrics against a standardised
set of indicators (usually the GRI). This represent a significant limitation, but also reveals
where potential areas of improvement lie. Initiatives, such as product labelling and the Toxic

Release Inventory, are effective because they have a clear focus. Consumers are able to alter
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their consumption patterns on the basis of the information provided (Meise et al., 2014;
Tietenberg, 1998).

To address hypocrisy, particularly organised hypocrisy, sustainability reports need to focus
on engagement and dialogue. Rather than erecting facades to mask competing expectations,
sustainability reports should seek to stimulate dialogue about challenging issues and competing
expectations. As Kaptein and Van Tulder (2003) noted, this was an early intention of such
reports, but it has long since been neglected. Sustainability reports could place an
organisation’s strategies and priorities in the context of the broader pressures it faces and be
instruments for dialogue and compromise. However, this would require a greater commitment
to the relevance and observability components of Schnackenberg and Tomlinson’s (2016)
disclosure. Rather than using the ‘About Us’ sections of the reports to focus exclusively on the
organisation, these sections could be used to present the decisions and trade-offs organisations
must make and the priorities that organisations must adopt as they navigate complex
environments.

A clear sense of what stakeholders are expected to do is absent from sustainability reports
but is necessary if these reports are to be effective (Williams, 2008). School and hospital
rankings are effective because they reflect the intent of citizens to exert pressure on providers
and stimulate public policy reform (Kosack & Fung, 2014). If sustainability reports are to
address hypocrisy challenges, the extensive (and somewhat opaque) disclosure on a wide range
of topics needs to be connected to the interests of stakeholders and clear channels of action.

It may be more difficult to address the challenges associated with duplicity, as it is unlikely
that organisations inclined towards deliberately misleading their stakeholders will
enthusiastically embrace transparency. However, this study showed that some duplicity may

arise due to a lack of clarity and accuracy in what is being reported and may not reflect
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deliberate attempts to mislead stakeholders. Suspicions of duplicity may also arise due to the
amount of data being presented without context (e.g., Westpac’s data on its investments in
CleanTech), differences in how data is presented from year to year (e.g., Bank Australia’s
governance processes) and instances of data being omitted without explanation (e.g.,
VicSuper’s data on carbon reporting). Sustainability reports that contain clear comparator data
and a summary that details changes in reporting and reasons for such changes would aid
transparency and minimise duplicity.

If duplicity is to be addressed, changes to reporting guidelines and reporting regulations
may be necessary. For example, ambiguities about the content of reports, particularly confusion
between GRI-inspired environmental data and more strategic contextual challenges may be
attributable to the guidelines being used. The GRI has a significant effect on reporting practice
and many organisations find the checklist approach irresistible (Dumay, Guthrie & Farneti,
2010); however, this has also led to excessive details being included in reports. Similarly, the
specification by the International Integrated Reporting Council as to how an organisation’s
business model should be described affects the organisation-centred nature of the ‘About Us’
sections. If sustainability reports are to address hypocrisy challenges, changes may need to be
made to the requirements set out in reporting guidelines.

It is not contended that transparency offers a silver bullet. Schnackenberg and Tomlinson
(2016) noted that their framework merely sought to offer opportunities to manage transparency
and was not meant to be exhaustive. Disclosure, clarity and accuracy represent ‘an initial set
of approaches available to firms to manage specific aspects of transparency’ (Schnakenberg &
Tomilinson, 2016, p. 1,801). Strict adherence to this framework will not solve every problem
and it would be unrealistic to expect it to do so. However, this framework does provide a

starting point for identifying issues, clarifying disclosure and reporting principles. This
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framework also places sustainability reporting in a broader context by providing details of

effective information disclosure.

6. Conclusion

The objective of this paper was deliberately modest. We sought to examine the potential
of a well-established management practice to address the hypocrisy issues that arise from
duplicity and the challenges associated with organised hypocrisy. Organisational hypocrisy is
clearly a significant issue. Poor and misleading disclosures cause stakeholders to suffer and
may lead to managers being backed in to corners as they grapple with competing expectations.
However, while much is known about the nature and causes of organisational hypocrisy, very
few theoretically robust options have been developed to address its implications for
management.

By drawing on the transparency literature and undertaking an in-depth examination of
sustainability reports, we offered a new lens through which hypocrisy could be understood and
addressed. We showed that sustainability reports, as they are currently structured, have not
shifted far from being largely a legitimacy-seeking exercise; however, such reports still have
potential. For example, these reports could be used to create a dialogue around competing
expectations. Such an approach would likely reduce facades, buffering and decoupling.

This study’s focus on transparency also showed that unintentional duplicity could be
avoided if greater care was taken and some basic principles were adopted. By situating our
examination of sustainability reports within the wider transparency literature and by adopting
a longitudinal approach to five consecutive years of reporting, this study showed that a careful
focus on particular audiences, the objectives and scope of disclosure and a clear set of actions

that stakeholders could pursue would help to address some of the hypocrisy issues that arise.
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However, it should be noted that we do not suggest that transparency offers an easy solution
to hypocrisy challenges or that sustainability reporting is not problematic. Indeed, there is a
need for broader institutional and regulatory reform (Cooper & Owen, 2007) and further
research needs to be undertaken. We know that transparency flourishes in a well-developed
ecosystem that comprise active media, committed executives and targeted and sophisticated
regulations (Etzioni, 2010; van Zyl, 2014). However, the question arises: what mix of
organisational, voluntary and regulatory instruments would stimulate such an ecosystem?
Rather than regulations that require sustainability reporting, it may be that regulations should
focus on what is reported and how. Further, reporting guidelines that provide more
sophisticated options for defining the purpose and scope of reports are needed. The GRI and
others have developed sector supplements that enable targeted reporting in different sectors;
however, guidelines for different reporting purposes, including hypocrisy, should also be
considered. At the organisational level, it is clear that the burden of data collection, analysis
and presentation is high (Higgins, Milne & van Gramberg, 2015). This has likely led to
inaccuracies and the most convenient indicators and measures being selected. More work needs
to be undertaken to simplify data collection procedures to reduce errors and inaccuracies in the
information reported.

The idea that hypocrisy can simply be avoided (Wagner et al., 2009) or accepted
(Christensen et al., 2013) overlooks the nuances associated with how hypocrisy is received and
interpreted by stakeholders. Our close reading of a set of reports intended for external
consumption showed how report structure, presentation and the choices associated with
information disclosure affect perceptions of hypocrisy. More work needs to be undertaken to
engage with stakeholders directly to understand how reporting shapes their judgements and

perceptions about organisations and their hypocrisy. A stakeholders perspective on how
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hypocrisy manifests and is managed would increase understandings of the nature, causes and

implications of this challenging organisational phenomenon.
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Appendix A: Broad topics of information shared in sustainability reports

Year
Company 2011 2012 2013 2014 2015
Bank Performance highlights Performance highlights Chariman/CEO letter Chariman/CEO letter
Australia
Chariman/CEOQ letter Chariman/CEOQ letter Performance highlights About the bank (values &
purpose)
About the bank (values &  About the bank (values & Human capital
purpose) purpose)
Businesses/Products & Businesses/Products & Environmental
services services stewardship
Social capital Social capital Businesses/Products &
services
Leadership & governance  Leadership & governance Social capital
Environmental Environmental About the report
stewardship stewardship
Balance sheet & Tax Balance sheet & Tax Leadership & governance
Global Reporting
Initiative Index
VicSuper Chairman/CEOQ letter Chairman/CEOQ letter About the bank (values &  About the report About the report
purpose)

About the bank (values &
purpose)

About the report

About the bank (values &
purpose)

About the report

About the report

Chairman/CEO letter

About the bank (values &
purpose)

Performance highlights

About the bank (values &
purpose)

Performance highlights
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News
Social capital

Environmental
stewardship

Human capital

Summary financial
statements

Leadership & governance

Business model (policy &
approach)

Businesses/Products &
services

Performance highlights

Commitments for year
ahead

Assurance

News
Performance highlights

Businesses/Products &
services

Business model (policy &
approach)

Social capital

Environmental
stewardship

Human capital
Summary financial
statements

Leadership & governance

Assurance

News

Businesses/Products &
services

Summary financial
statements

Business model (policy &
approach)

Social capital
Human capital
Environmental

stewardship

Leadership & governance

Chairman/CEOQ letter
Regulatory environment

Business model (policy &
approach)

Summary financial
statements

Leadership & governance
Businesses/Products &
services

Social capital

Human capital

Chairman/CEQ letter
Regulatory environment

Business model (policy &
approach)

Summary financial
statements

Businesses/Products &
services
Social capital

Leadership & governance

Human capital

Westpac

Performance highlights

News (recognition)

Strategy & Sustainability
(vision, strategy &
approach, material
issues)

Performance highlights

Chairman/CEO letter

Strategy & Sustainability
(vision, strategy &
approach, material
issues)

Performance highlights

Chairman/CEO letter

About the bank (values &
purpose)

Performance highlights

Chairman/CEO letter

About the bank (values &
purpose)

Performance highlights

Chairman/CEO letter

Business model (policy &
approach)
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Chairman/CEO letter

Businesses/Products &
services

Human capital

Social capital

About the report

Sustainability objectives
& performance

Five Year Summary
(financial & non-
financial)

Leadership & governance

Information for
shareholders &
Contact details

Businesses/Products &
services

Human capital

Social capital

Sustainability objectives
& performance

Environmental
stewardship

Five Year Summary
(financial & non-
financial)

Leadership & governance

Information for
shareholders &
Contact details

Strategy (vision,
approach, priorities)

Businesses/Products &
services

Human capital

Social capital

Sustainability objectives
& performance

Environmental
stewardship

Five Year Summary
(financial & non-
financial)

Leadership & governance

Information for
shareholders &
Contact details

Strategy (vision,
approach, priorities)

Business model (policy &
approach)

Businesses/Products &
services

Human capital

Environmental
stewardship
Social capital

Human capital

Environmental
stewardship

Social capital

Five Year Summary
(financial & non-
financial)

Leadership & governance
Information for

shareholders &
Contact details
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Table 1: Selected Australian banking scandals: 2011-2016

Date Scandal®

6 April 2016 Former ANZ planner jailed for stealing almost $1m

7 March 2016 Commilnsure chief medical officer blows whistle on unethical practices
20 January 2016 Westpac paid $1m fine over credit limit practices

15 January 2016 Two dismissed ANZ traders caim culture of sex, drugs and alcohol
18 December 2015  Asic permanently banned former WA branch bank manager

25 November 2015  CBA issues $80m refund

29 October 2015 Westpac offered refunds over unneeded insurance cover

15 October 2015 Asic banned Westpac subsidiary answer for unauthorised transfers
24 July 2015 NAB wealth management to pay $25m compensation

1 October 2014 NAB fined $10,200 for product disclosure statement

24 September 2014 Asic fined NAB $40,800 over loan ads

17 September 2014
23 December 2013

17 December 2013
10 November 2012
14 September 2012
7 March 2012

31 March 2011

Westpac fined $20,400 for product disclosure statement

NAB gives enforceable undertaking over possible misconduct causing share
price spike

Two CBA companies review handling of client money

NAB settles sub prime mortgage securities class action for $115m

CBA agreed to $136m for compensation over Storm Financial

CBA accepts enforceanble undertaking due to credit limit consent concerns

Former Macquarie fund manager jailed over insider trading

Table 2: Characteristics of case organisations

Organisation

Financial Services

Size (Employees Reporting Experience

Type in 2015)
Westpac Large publicly owned 39,754 Social Impact Reporting from 2002
commercial bank Stakeholder Impact Report from 2004
Community Involvement Report from 2007
Sustainability Report from 2009
VicSuper Member-owned 241 Sustainability Reports from 2004
superannuation fund
Bank Australia  Financial co-operative 335’ Corporate Report from 2011 (incorporating

sustainability report)

6 Abbreviations below refer to Australian Securities and Investments Commission (ASIC); Australia and
New Zealand Banking Group (ANZ); Commonwealth Bank of Australia (CBA); National Australia Bank

(NAB)

" Figure does not include Directors or those on workers compensation.
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Table 3: Codebook for analysing the reports — coding themes for transparency dimensions. Derived
from Schnackenberg and Tomlinson (2016).

Framework Coding themes
dimension

Description

Sources of hypocrisy

Disclosure Relevancy The emphasis on the various Sharing of irrelevant information
topics in the report is that has low materiality to the
proportionate to their relative organisation
materiality for the
organisation

Observability Information allows users to Inconsistency in what information
identify changes and analyse is shared from one year to the
trends in performance over next
time and be compared to
appropriate benchmarks

Completeness An account of the entire Provides an incomplete account
organisation, reflecting of the organisation
positive and negative
performance, and does not
omit information that would
influence or inform users
assessments or decisions

Timeliness Information shared indicates the Asynchronous and irregular
time period to which it relates sharing of information
and when it will be updated

Clarity Coherence Communication is logical and Illogical and inconsistent, failing
consistent, connecting to connect to strategy and
information to the practice and industry
organisation’s strategy and performance
practice and industry
performance

Interpretability Information is explained clearly Ambiguity about information
and reduces ambiguity for shared due to a lack of
users context provided

Understandibility Information avoids excessive Overuse of technical terms or
unnecessary use of technical acronyms without clear
terms and acronyms that are explanation
likely to be unfamiliar to users

Comprehensibility  Information is simple enough to Difficult to comprehend the
be easily apprehended by meaning from information
users shared

Accuracy Validity Information is well-founded, Claims are unfoundedly contrived
reflecting the reality it claims
to represent

Precision Information measurement Limited or overly technical
techniques and bases for explanation of calculation or
calculations are adequately measurement techniques
described, and can be
replicated with similar results

Correctness Margin of error is not sufficient to ~ Significant margin of error
substantially influence the
ability of users to reach
appropriate and informed
conclusions on performance

Reliability Information shared can be Distortion or bias in information

depended on, free of bias and
distortion

shared
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Table 4: Summary of VicSuper's environmental, social and governance (ESG) engagement with

companies between 2011-2015

Australian Companies

International Companies

Report Companies ESG issues Companies ESG issues Totals
Year engaged discussed engaged discussed
2011 35 9 612 1924 647 companies engaged
1,933 ESG issues
2012 110 [53])3 430 925 540 companies engaged
925 ESG issues (Intnl only)
2013 51 [67] 213 455 975 506 companies engaged
1,430 ESG issues
2014 Not disclosed Not disclosed 577 engagement meetings
1,392 ESG issues
1,848 meetings in which voting
occurred
7% votes against management
resolutions
93% votes for management
resolutions
2015 Not disclosed Not disclosed 742 engagement meetings

1,572 ESG issues

1,855 meeting in which voting
occurred

7.3% votes against management
resolutions

91.3% votes for management
resolutions

8 The number in [brackets] is what was listed as the preceding year’s comparative data
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