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ABSTRACT

Juulia Alppi: The Role of Ethics & Compliance Teams in Meeting Sustainability Regulations - Nordic
Compliance Officers’ Perspective

Master’s thesis
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This thesis examines how Ethics and Compliance (E&C) officers in Finland and Sweden perceive and respond to
the rapid expansion of EU sustainability regulation, with particular focus on the Corporate Sustainability
Reporting Directive (CSRD). It investigates how sustainability regulation is reshaping the structure, working
practices, and competence requirements of the compliance function. Whereas compliance work has traditionally
centered on legal adherence, the juridification of corporate sustainability increasingly draws E&C functions into
domains previously governed by voluntary CSR and technical ESG expertise.

The study begins by outlining the regulatory context of EU sustainability law, including the CSRD, the “Stop the
Clock” directive, and the Omnibus Proposal, situating these within the broader juridification of corporate
responsibility. It then reviews existing literature on CSR, compliance, the juridification of CSR, structuration
theory, ethics and compliance programs, resource constraints, and the evolving role of compliance officers.

Methodologically, the research applies a mixed-methods concurrent triangulation design. It combines a legal-
dogmatic analysis of binding EU sustainability regulation with an empirical survey of compliance professionals
in Finland (n = 13) and Sweden (n = 12). Quantitative survey items are analyzed descriptively and integrated with
a directed content analysis of qualitative responses.

The findings identify six interrelated developments. First, sustainability regulation is perceived to expand the
structural mandate of compliance functions, though unevenly across organizations. Second, compliance officers
report increasing workloads without corresponding growth in resources. Third, sustainability regulation intensifies
cross-functional collaboration while simultaneously exposing role ambiguity and interpretive challenges. Fourth,
compliance work is shifting toward more interpretive and governance-building tasks driven by regulatory
complexity. Fifth, new competencies in ESG, data governance, and regulatory interpretation are becoming central
to compliance expertise. Sixth, E&C functions are increasingly positioned as potential strategic actors in
sustainability governance.

The analysis shows that compliance officers do not merely implement sustainability regulation but actively shape
its organizational meaning through interpretation, coordination, and process design. This demonstrates that
sustainability regulation operates not only as a legal framework but also as a catalyst for professional and
organizational transformation.

The thesis contributes to theory by extending research on the juridification of CSR and by illustrating how legal
norms acquire operational meaning through professional interpretation within organizations. It further shows how
compliance functions are repositioned at the intersection of law, ethics, and corporate governance. Managerial
implications highlight the importance of clarifying functional roles, strengthening cross-functional coordination,
and investing in both systems and competencies to support credible sustainability governance.

Keywords: Business ethics, Compliance officer, Compliance programs, Juridification, Sustainability regulation
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1 INTRODUCTION

1.1 Introduction to the Research Topic

Corporate compliance is the process by which organizations ensure adherence to legislation,
regulations, and internal policies, thereby affecting legal and reputational risk management
(Vanhala et al., 2022; Ratsula, 2024). Effective compliance is therefore supported significantly
by a detailed understanding of legislation and legal systems, although not entirely dependent
on it alone. In today’s rapidly evolving business landscape, driven by global sustainability
challenges, regulatory bodies are increasingly embedding Corporate Social Responsibility
(CSR) and Environmental, Social, and Governance (ESG) principles into corporate operations.
Meanwhile, we are now witnessing the transformation of what was once voluntary CSR and

ESG commitments into legally binding obligations.

A growing body of sustainability-related directives and regulatory proposals is currently being
developed at the EU level. A key example of this type of juridification of CSR is the European
Union’s Corporate Sustainability Reporting Directive (CSRD), which significantly expands
sustainability disclosure requirements. Under CSRD, several thousand large EU (and non-EU)
companies are required to include extensive sustainability information in their annual
management reports, which must be subject to external assurance (2022/2464, CSRD;
Ruohonen & Kullas, 2024). At the same time, CSRD preserves a voluntary dimension:
reporting is legally required for in-scope companies, while remaining optional for those outside

its scope.

Alongside CSRD, the Corporate Sustainability Due Diligence Directive (CSDDD) represents
a complementary regulatory instrument that targets corporate management, requiring directors
and senior executives to establish, implement, and oversee human rights and environmental
due diligence processes within their organizations. Whereas CSRD focuses on transparency
and accountability through reporting, CSDDD directly regulates managerial conduct and
decision-making. Together, the two directives form an integrated EU sustainability governance
framework that links corporate reporting with board-level responsibility, risk oversight, and
compliance. The Corporate Sustainability Reporting Directive was formally adopted in the EU
in November 2022 and officially entered into force on January 5, 2023. However, the
implementation is phased, and the first reporting obligations were scheduled to apply in 2025,

covering data from the 2024 financial year.



While some companies had already begun adapting to the CSRD requirements, the regulatory
landscape changed significantly during the final phase of this thesis. Following the European
Commission’s Omnibus proposal of February 2025 and the adoption of the so-called “Stop-
the-clock” directive in April 2025, the European Parliament formally approved the Omnibus I
package on 16 December 2025. The adopted amendments substantially reduce the scope of
CSRD by limiting mandatory reporting to EU companies with more than 1,000 employees and
annual net turnover exceeding €450 million, while also postponing reporting obligations for
so-called “wave two” and “wave three” companies by two years (European Parliament, 2025).
In addition, extended disclosure reliefs were granted to “wave one” companies, and revisions
to the European Sustainability Reporting Standards (ESRS) were initiated to reduce reporting
complexity and administrative burden. Following the Omnibus I amendments, a two-year
postponement of the transposition deadline for the CSDDD was also approved, shifting it from
26 July 2027 to 26 July 2029. The Omnibus text now awaits formal Council approval before
entering into force. For further context, consult the theory sections on Corporate Sustainability
Reporting Directive (CSRD) (Chapter 2.2) and the Omnibus Proposal and the “Quick Fix”
(Chapter 2.4).

Despite the current changes, sustainability-related requirements are not disappearing.
Ruohonen and Kullas (2024) explicitly analyze in their article how CSRD reshapes the roles
and responsibilities of actors in the sustainability reporting process, with a particular focus on
certified auditors and assurance providers. Their core argument is that sustainability reporting
1s no longer merely a managerial or communications function but has become part of the formal
corporate reporting and control system. The CSRD, alongside other EU-level sustainability-
related regulations, has introduced new regulatory demands on compliance teams, potentially
also reshaping their priorities, organizational structures, and the way they collaborate across
functions. This is partly because they impose obligations that extend beyond the traditional
area of compliance. The increasing complexity of compliance requirements is particularly
evident in the Nordic region. KPMG’s “Ethics and Compliance in the Nordics” report (2024)
highlights that regulatory obligations are the primary compliance challenge for Nordic
companies. With 87.5% of surveyed firms anticipating heightened compliance focus due to
growing regulatory expectations, Ethics and Compliance (E&C) teams are under increasing

pressure to adapt.



In an increasing number of companies, a dedicated compliance officer, such as a Chief
Compliance Officer (CCO) or Chief Compliance and Ethics Officer (CCEQO), is often
responsible for leading the compliance program and overseeing compliance matters. In this
study, compliance officer is understood as an employee who is “... in charge of dealing with
ethical or legal compliance issues that arise in their company” (Weber & Fortun, 2005:100).
Compliance professionals must have a broad skill set and knowledge of areas such as good
governance, risk management, financial oversight, internal investigations, and corporate
responsibility (Ratsula, 2024). Additionally, expertise in core compliance areas such as anti-
corruption, competition law, data protection, human rights, sanctions, equality, and

whistleblower protection is essential (Ratsula, 2024).

Some legal scholars argue that the current approach to compliance is overly narrow and that
organizations need to adopt a broader, more integrated perspective. This requires accepting the
reality that certain practices must be genuinely transformed, not just on paper, but in day-to-
day operations (Romberg, 2021). Similarly, it has been proposed that running a compliance
program is not to be left to the compliance officer alone; compliance requires the involvement
of multiple actors (Ratsula, 2024; Biegelman & Biegelman, 2008). The integration of ESG and
sustainability compliance into corporate governance is also reflected in how responsibilities
are assigned between departments. The 2023 Nordic Business Ethics Survey indicates that in
21% of the companies surveyed, responsibility for implementing these regulations falls to E&C
teams, while 51% place this responsibility with Sustainability teams. Meanwhile, sourcing and
legal departments lead these efforts in only 6% of organizations. E&C officers seem to be
focusing particularly on compliance with the new ESG requirements, with an emphasis on
human rights (NBE Survey 2023). These findings indicate a growing need to explore how E&C
teams collaborate with Sustainability and other departments to ensure comprehensive

compliance and due diligence.

Traditionally, compliance and corporate responsibility have been viewed as distinct areas,
especially since corporate responsibility has largely been based on voluntary actions.
Therefore, compliance and corporate responsibility were typically managed as separate
functions. However, moving forward, it will be crucial for these areas to collaborate closely
rather than remain isolated from each other (Ratsula, 2024). Both functions are grounded in the
organization’s core values, and greater collaboration between them could potentially enhance

the overall effectiveness of corporate responsibility efforts (Ratsula, 2024).



Based on the findings of the 2023 Nordic Business Ethics Survey, companies are struggling to
prepare for unforeseen turns effectively. At the same time, many companies continue to face
challenges in adapting to the expanding and evolving body of EU legislation, particularly in
corporate due diligence. In addition to regulatory complexity, recent studies highlight that
sustainability legislation also introduces high regulation-related costs for companies
(Confederation of Finnish Industries, 2025). These cost pressures shape how organizations
allocate resources, prioritize risks, and structure compliance responsibilities. For ethics and
compliance teams, regulation-related costs therefore form part of the broader operational
context influencing workload, cross-functional coordination, and the practical feasibility of
responding to expanding sustainability obligations. All this can potentially lead to new
emphases on the role of E&C teams as new ESG and sustainability standards and directives

loom on the EU's agenda.

1.2 Purpose of the Research and Research Questions

Given the rising complexity of ESG-related regulations and their increasing importance in the
global business environment, this research will explore how E&C officers perceive their work
and how evolving regulations reshape their role within organizations. The objective is to
understand how compliance officers in Nordic countries, that is, in Finland and Sweden,
anticipate and respond to the increasing focus on sustainability regulation and how these shifts

influence their responsibilities.

While research regarding the relationship between compliance work and the growing emphasis
on sustainability standards is lacking, some research exists discussing the juridification of CSR
practices and the so-called hardening of the “soft law”. Some compliance research has also
focused on examining compliance programs and their development in response to some legal
mandates or sector-specific regulations (see Maman & Feldman, 2025). Also, some research
exists regarding the effectiveness of compliance programs in preventing misconduct. Kaptein
(2015) has explored how the scope, design, and sequencing of these programs influence their
success. Scholars like Trevino and Weaver (2003), on the other hand, have examined the
relationship between formal compliance mechanisms and the informal ethical culture within
organizations. Parker and Nielsen (2011) contribute to this field by offering a sociological

perspective on how businesses interpret and respond to regulation in practice. Rather than
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focusing solely on program design, their research highlights the role of organizational context,
individual agency, and competing motivations in shaping compliance behavior, offering
insights into why formal structures do not always lead to consistent or effective
implementation. Academic research in the area of compliance officers and compliance work,

particularly in Europe, is rather scant.

This study addresses the gap in compliance research in understanding how compliance
professionals perceive regulatory frameworks, particularly those focused on ESG and corporate
social responsibility, and how these frameworks are transforming their roles and
responsibilities. By examining how compliance officers interpret and respond to sustainability
regulations, this study explores their subjective perspectives on the evolving nature of

compliance functions, their day-to-day responsibilities, and their strategic priorities.

This research adopts an interpretive approach, aiming to uncover how social actors, in this case,
compliance officers, make sense of their roles and regulatory environments. As Blaikie
(2009:89) explains, interpretive research is less about identifying universal causes and more
about “providing reasons” rooted in actors’ own meanings, motives, and situated experiences.
Centering on the voices of compliance officers, this research offers insights into the impact of
sustainability and ESG-related requirements on compliance work. This research also aims to
contribute to the broader discussion that has recently emerged around this topic, including the
integration of sustainability and ESG principles within organizations, the challenges and
opportunities faced by compliance officers, their role in driving or facilitating ESG integration,

and the crucial need for cross-functional collaboration.

This study focuses empirically on examining the first wave of CSRD-reporting companies,
whose reporting obligations entered into force in 2025 and cover the 2024 financial year.
Following the Omnibus I amendments adopted in December 2025, the overall scope of CSRD
has been substantially narrowed and the implementation timeline adjusted. Nevertheless, first-
wave companies that remain within the revised scope continue to be subject to mandatory
reporting in accordance with the applicable European Sustainability Reporting Standards
(ESRS), although the first set of standards is currently undergoing revision. Accordingly, the
reporting obligation has not been removed but recalibrated and clarified under the new

regulatory framework.
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In Finland, the national transposition process has been reflected in the Government Bill
proposing amendments to the Accounting Act and the Auditing Act (TEM096:00/2025), which
implements the revised CSRD regime into national law. While the final number of companies
within scope may change following the revised thresholds, a significant number of large
Finnish and Swedish companies have already initiated extensive reporting preparations during
2024-2025, including the establishment of internal governance structures, allocation of
managerial responsibilities, and deployment of digital compliance tools. These early

implementation efforts continue to shape corporate sustainability governance practices in 2026.

The research topic is approached by the following questions:

1. How do Ethics and Compliance (E&C) officers perceive the impact of sustainability
regulation on the structure, working practices, and cross-functional collaboration of

compliance work?

2. How do E&C officers perceive the impact of sustainability regulation on their

responsibilities and required competencies?

3. In what ways can E&C functions help shape how companies adapt to EU sustainability

regulation in the coming years?

This study will focus on the perspectives of compliance officers in the Nordic region, including
Finland and Sweden. While this research does not delve into the specifics of how these two
countries have incorporated EU regulations into their national legislation, this research offers
an opportunity to explore the similarities or differences in how compliance officers in both
countries are adapting to the evolving landscape of EU-level sustainability regulations, such as
the Corporate Sustainability Reporting Directive (CSRD). This is an area of particular interest,
as it allows for a deeper understanding of the challenges and approaches shared by compliance
officers across these countries, which have both aligned with EU directives but may still face
some variations in their implementation and response. By focusing on EU-level regulatory
frameworks rather than national-specific laws, the study maintains a broader perspective and
seeks to understand how these regulations influence the work of compliance officers in Finland

and Sweden, regardless of local legal differences.
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In this study, the focus is placed specifically on compliance officers, as their roles are uniquely
positioned at the intersection of regulatory adherence, corporate ethics, and organizational risk
management. In contrast, sustainability teams, while influential, might introduce a broader and
less legally grounded perspective by focusing on broader environmental, social, and
governance (ESG) initiatives. Furthermore, compliance officers are often directly involved in
creating, monitoring, and enforcing E&C programs, making them key players and thus ideal

candidates for this study.

Simultaneously, the central idea of this research is to explore how sustainability obligations,
driven by EU-level legislation, are expanding beyond traditional sustainability teams and
influencing corporate governance structures, particularly by extending into the domain of
compliance work. The shift of sustainability responsibilities to compliance teams raises
questions about organizational adaptation, resource allocation, and collaboration between
compliance and sustainability professionals. The aim is therefore to uncover how companies
in Finland and Sweden manage these changes and whether compliance teams are prepared for

their expanding roles.

This research examines EU-driven corporate responsibility regulation through a combination
of legal-dogmatic analysis of the Corporate Sustainability Reporting Directive (CSRD) and an
empirical analysis of corporate compliance and sustainability practices in Finland and Sweden.
The study does not undertake a doctrinal or comparative analysis of national transposition
legislation but instead focuses on the interpretation and application of the CSRD as EU law
and on how its requirements are operationalized in corporate practice within two closely related

Nordic governance environments.

The choice of Finland and Sweden is motivated by their similar legal traditions, corporate
governance models, and sustainability-oriented business cultures (Mdhonen & Johnsen, 2019),
as well as their common exposure to EU-level corporate responsibility regulation. At the same
time, the two countries exhibit organizational variation in how sustainability and compliance
functions are structured within companies. Examining both contexts, therefore, enables a more
robust assessment of how EU sustainability regulation shapes compliance expertise,
managerial responsibility, and internal governance practices in Nordic corporations.
Examining two closely related national contexts enables a more nuanced and context-sensitive

understanding of early CSRD implementation than a single-country case study.
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1.3 Research Methodology

This thesis adopts a multi-method research design combining legal doctrinal analysis with an
empirical, interpretive study grounded in organizational and regulatory theory. From a legal
perspective, the study applies the legal-dogmatic method (Aarnio, 1977) to analyze and
systematize the Corporate Sustainability Reporting Directive (CSRD) and the regulatory
adjustments introduced through the Omnibus proposal and the “Stop-the-clock” directive. The
Omnibus proposal and the “Stop-the-clock™ directive are examined only within the legal-
dogmatic analysis to clarify the evolving regulatory framework of CSRD. Its purpose is to
examine how the binding sustainability-related duties are legally constructed, what normative
expectations they impose on companies, and how they contribute to the transformation of
corporate responsibility from a predominantly voluntary domain into a legally governed

compliance regime.

The legal-dogmatic method treats the legal order as a structured and internally coherent system
in which norms derive meaning through their interrelations and underlying principles (Tuori,
2007). The aim is not only to identify the applicable law, but also to systematize fragmented
regulatory elements into a coherent governance framework. In line with classical legal
dogmatics, the analysis adopts the internal perspective of the legal system and focuses on legal
validity and normative structure rather than social or economic effects (Aarnio, 1977).
However, because sustainability regulation increasingly operates at the intersection of law,
ethics, and public policy, the doctrinal analysis is complemented by structuration theory
(Giddens, 1984) to examine how legal norms are interpreted, enacted, and operationalized

within corporate compliance functions.

Simultaneously, the study draws on literature related to the juridification of CSR as a
theoretical-legal lens for understanding how principles of corporate social responsibility are
increasingly codified into formal legal instruments. This perspective enables the analysis to
move beyond textual interpretation by examining how soft-law norms evolve into binding
obligations and how this process reshapes the role of legal and compliance functions within
organizations (Vanhala et al., 2022; Ratsula, 2024; Frydlinger, 2023). In this study, soft-law
norms are not applied as sources of legal doctrine, but the literature examining the hardening

of CSR into binding regulation is used as a conceptual lens for framing the analysis.
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On the empirical side, the study follows a Concurrent Triangulation Design (Creswell & Plano
Clark, 2006), in which quantitative and qualitative data are collected and analyzed in parallel
(see Chapter 4.2). The empirical analysis focuses specifically on compliance officers who are
involved in the interpretation and implementation of CSRD-related obligations within their
organizations. While the legal analysis establishes the normative and regulatory context of the
Corporate Sustainability Reporting Directive (CSRD). The empirical study focuses primarily
on how the reporting and governance requirements are experienced and operationalized in
corporate compliance practice. Rather than examining specific technical reporting standards or
individual ESRS data points, this study addresses the organizational, professional, and
governance implications of CSRD, including changes in roles, skills, responsibilities, reporting
processes, internal controls, and cross-functional collaboration. Together, the two approaches
provide an integrated understanding of how CSRD operates both as a legal governance system

and as a driver of organizational change within corporate compliance functions.

1.3.1 Source Selection

This study applies a legal-dogmatic research approach, which requires identifying, analyzing,
and interpreting authoritative legal sources to determine the current normative framework
governing corporate sustainability regulation in the European Union. For that reason, the
selection of sources follows the hierarchy of legal norms, focusing on materials that directly
shape or directly relate to discussions on the role of binding regulation and obligations relevant

to sustainability reporting and due diligence.

The primary legal sources of this study consist of EU legislation and legislative instruments
that form the core of the regulatory framework analyzed. These include the Corporate
Sustainability Reporting Directive (CSRD), its delegated acts in the form of the European
Sustainability Reporting Standards (ESRS). In addition, the study examines the proposed
Omnibus initiative and “Stop the clock™ directive. These sources were selected because they
constitute binding EU and national law and therefore hold the highest dogmatic authority in

defining the obligations that companies must comply with.
A second category of sources consists of EU-level legislative preparatory materials and
institutional documents, including Commission proposals, impact assessments, and

explanatory memoranda. These materials are examined to clarify legislative intent,
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interpretative principles, and the regulatory objectives underlying the adopted instruments.
Their inclusion is justified by the evolving nature of EU sustainability regulation and by the
established role of EU preparatory works as interpretative aids within a legal-dogmatic
methodology. National preparatory materials are referred to only where necessary to illustrate

the transposition context, but they are not treated as primary objects of doctrinal analysis.

Due to the novelty of several regulatory instruments examined, particularly the CSRD, ESRS,
and the Omnibus proposal, case law remains limited. As a result, authoritative judicial
interpretation plays a relatively small role. However, where available, judgments and opinions
concerning related areas of EU sustainability regulation or corporate governance provide useful
interpretative analogies and are therefore selectively referenced. To supplement gaps in case
law and to contextualize regulatory developments, the study incorporates academic literature,
expert commentary, and practitioner analyses from recognized legal scholars, law firms, and
professional bodies. Sources include works by Liappis et al. (2019), Vanhala et al. (2022),
Ratsula (2024), Berger-Walliser and Scott (2018), Momsen and Schwarze (2018), and
Ruohonen and Kullas (2024), as well as ESG-related updates from legal practitioners such as
Mannheimer Swartling. These sources are not binding but serve to illuminate interpretative
challenges, clarify conceptual developments in corporate responsibility, and support the

application of doctrinal reasoning.

Finally, empirical reports and industry studies, such as those produced by the Confederation of
Finnish Industries (2025) and the Mario Draghi competitiveness report (2024), are utilized to
the extent that they illustrate the practical implications, political drivers, and administrative
burdens associated with sustainability regulation. Although these reports do not constitute legal
sources in the strict dogmatic sense, they contribute to understanding the regulatory

environment and the practical implications of the legal norms examined.

Voluntary CSR frameworks and soft-law instruments, such as the Global Reporting Initiative
(GRI) standards and other industry-based sustainability guidelines, are not treated as sources
of positive law in the legal-dogmatic analysis. However, they are utilized as supporting
background material in the theoretical discussion of the thesis, insofar as they help explain the
historical development of sustainability governance and the transformation of voluntary CSR
norms into binding regulatory obligations such as the CSRD. Figure I below illustrates the

relative authority and role of the different source categories used in this study.
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Figure 1: Hierarchy and Authority of Sources Applied in the Study
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2 REGULATORY CONTEXT AND BACKGROUND
2.1 Sustainability Regulation in the EU

The European Union’s sustainability regulation, particularly the Corporate Sustainability
Reporting Directive (CSRD), marks a shift from voluntary corporate responsibility toward
legally enforceable reporting, governance, and assurance obligations. For corporate
compliance functions, CSRD introduces a new regulatory logic that combines sustainability

reporting with internal controls, data governance, and external assurance.

Recent analyses highlight that the volume and complexity of EU sustainability regulation have
grown significantly. According to the study made by Confederation of Finnish Industries
(2025), the number of EU regulations and directives has increased exponentially between 1994
and 2024, with a sharp rise in regulatory word counts after 2010, making regulations
increasingly technical and difficult to interpret. Although the Omnibus I reforms adopted in
December 2025 seek to narrow the scope and simplify certain reporting requirements, CSRD
continues to impose extensive organizational, procedural, and reporting obligations on in-scope
companies. This regulatory environment requires compliance officers to engage more deeply
with regulatory interpretation, reporting coordination, and the development of internal

governance frameworks.

There has been a significant increase in national government regulations aimed at addressing
CSR (Berger-Walliser & Scott 2018; Momsen & Schwarze 2018). These obligations often
extend across company value chains, requiring documentation of risk assessment processes,
remediation efforts, and reporting mechanisms. As noted by Vanhala et al. (2022), such
requirements can be understood as part of the normative framework of modern corporate
responsibility, even when not entirely legalistic in character. For compliance officers, the
expanding regulatory scope introduces both new substantive content areas (e.g., human rights,
environmental impacts, ESG metrics) and a more complex compliance logic that combines
reporting and due diligence. As the boundaries between public and private regulation, and
between binding and voluntary CSR obligations, become increasingly blurred, the role of
compliance officers is evolving toward broader strategic, legal, and governance-oriented

responsibilities. E&C professionals are therefore not only tasked with monitoring compliance
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with sustainability legislation, but also with interpreting ambiguous regulatory expectations,

managing legal uncertainty, and translating regulatory frameworks into organizational practice

2.2 Corporate Sustainability Reporting Directive (CSRD)

The Corporate Sustainability Reporting Directive (CSRD) replaces the earlier Non-Financial
Reporting Directive and significantly expands the scope and rigor of reporting obligations in
the EU. The Corporate Sustainability Reporting Directive (Directive (EU) 2022/2464,
“CSRD”) is a binding EU legislative act that amends the Accounting Directive (2013/34/EU),
the Audit Directive (2006/43/EC), the Audit Regulation (537/2014) and the Transparency
Directive (2004/109/EC). As a directive, it obliges Member States to transpose its provisions

into national law, while leaving flexibility regarding the form and method of implementation.

The CSRD constitutes a substantive reform of EU corporate reporting law, expanding the scope
of entities required to report, harmonizing sustainability disclosures through European
Sustainability Reporting Standards (ESRS), and embedding sustainability information into a
legally enforceable reporting and assurance framework. Unlike soft-law CSR initiatives, the
CSRD creates binding legal duties, enforceable through national supervisory authorities,
statutory auditors, and administrative sanctions. The reporting required by the Directive covers
all relevant information related to the environment, social impacts, and governance, and its aim
is to increase investments in genuinely sustainable activities throughout the EU (Peill, 2022).
The ESRS are delegated acts and thus directly applicable without national transposition, which
strengthens their dogmatic authority. The directive was adopted by the European Parliament in

November 2022.

From the directive adopted in 2022 until July 2025, reporting is conducted in accordance with
the existing legislation, although changes are anticipated this year due to a significant omnibus
proposal. The current reporting thresholds apply when a company meets at least two of the
following criteria: net turnover exceeding €50 million, assets exceeding €25 million, or more
than 250 employees (2022/2464, CSRD). This means that the scope covers large undertakings
and listed SMEs (except micro-undertakings). The directive introduces two central
requirements: sustainability information must be disclosed in the annual management report in
line with the European Sustainability Reporting Standards (ESRS), and it must be verified by
an independent third-party auditor (2022/2464, CSRD).
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The ESRS has been developed by the European Financial Reporting Advisory Group
(EFRAG), whose governance includes EU institutions, national standard setters, and private
sector representatives (EFRAG, 2022). A key conceptual foundation of the ESRS is the double
materiality principle, requiring companies to assess both how sustainability matters affect
financial performance and how the company impacts society and the environment (2022/2464,
CSRD). From a legal-dogmatic standpoint, the ESRS represent a unique hybrid within EU law:
they are at once highly technical standards, binding legal norms, and interpretative frameworks

that structure how companies understand their reporting obligations.

One of the most significant doctrinal features of ESRS is the rebuttable presumption of
materiality. Topics deemed non-material may be excluded from reporting; however, companies
are required to substantiate these determinations by performing a materiality assessment
consistent with ESRS 1 and ESRS 2, maintaining appropriate documentation of their analysis,
and providing a transparent explanation for each omission (2022/2464, CSRD). The
relationship between CSRD and ESRS can be conceptualized as follows: CSRD imposes the
legal duty to report as well as general principles. ESRS (delegated acts) define criteria, metrics,
disclosure structures, and data formats. Through this approach, CSRD aims to create consistent
and comparable sustainability disclosures to support better-informed stakeholder decision-

making (KPMG, 2022).

The CSRD allows for some flexibility in national implementation, meaning enforcement
approaches may vary across EU member states. However, the ESRS standards are implemented
as delegated acts, meaning they are not separately transposed into national legislation but enter
into force directly (2022/2464, CSRD; Ratsula, 2024). The Corporate Sustainability Reporting
Directive (CSRD), on the other hand, is primarily implemented through amendments to the

Accounting Act and the Auditing Act, (TEM096:00/2025; Ratsula, 2024).

The purpose of the directive is to ensure comparable, reliable, and decision-useful
sustainability information for investors and stakeholders, enhance transparency and
accountability of companies regarding environmental and social impacts, and support the EU
Green Deal and sustainable finance objectives by standardizing data flows across the financial

ecosystem. From a dogmatic standpoint, the CSRD constitutes a structural transformation of
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corporate reporting law, repositioning sustainability disclosures as part of the legally

enforceable governance and assurance architecture of the EU.

2.3 “Stop the Clock” Directive

Following the adoption of the Corporate Sustainability Reporting Directive (CSRD), EU
policymakers were confronted with accelerating concerns from companies, national
authorities, and financial actors about the growing administrative and compliance burden
associated with sustainability regulation. Mario Draghi’s 2024 competitiveness report,
requested by the European Commission, became a critical turning point in this debate. In his
analysis, Draghi emphasized that the European Union’s regulatory environment had become
too burdensome, too complex, and implemented too rapidly, undermining competitiveness and

discouraging investment. This was especially acute for small and medium-sized enterprises.

From a legal-dogmatic perspective, the Draghi report is not a formal legal source, but it is a
contextual and interpretative policy source that influenced the subsequent development of EU
hard law. The report created a strong political mandate for the Commission to reassess the
regulatory load imposed by CSRD and related sustainability legislation. This political pressure
directly formed the background for two corrective instruments: the “Stop the Clock” Directive
and the Omnibus Initiative. The purpose is not to alter fundamental objectives of CSRD but to

reshape its temporal and substantive application.

The Stop the Clock Directive (Directive (EU) 2025/794) is a binding EU legislative act that
obliges Member States to amend national law so that the application of CSRD reporting
obligations for certain categories of companies is postponed. In legal-dogmatic terms, the
directive represents a lex posterior intervention: a later norm that adjusts the temporal scope of
an earlier one (CSRD) while leaving its normative content unchanged. For Member States, this
requires amendments to accounting, auditing, and company legislation. The directive
exclusively concerns the postponement of implementation deadlines, particularly for “wave 2”
and “wave 3” companies. Member States are required to transpose the directive by 31
December 2025, thereby giving legal effect to the delayed application of obligations. Until
then, companies must carefully monitor national transposition. The directive does not relieve

companies from the underlying obligations.
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2.4 Omnibus Proposal and the “Quick Fix”

During the course of this research, the EU sustainability reporting framework has undergone
significant regulatory consolidation following the adoption of the Omnibus I package in
December 2025. The Omnibus initiative constitutes a legislative reform package through which
the European Commission introduced coordinated amendments to several sustainability-
related instruments, including the Corporate Sustainability Reporting Directive (CSRD), the
Corporate Sustainability Due Diligence Directive (CSDDD), and the EU Taxonomy
Regulation. Together with the “Stop-the-Clock™ directive, these measures represent a
recalibration of the EU sustainability governance framework aimed at reducing administrative

burden while preserving the core structure of mandatory sustainability reporting.

Under the Omnibus I amendments approved by the European Parliament on 16 December
2025, the scope of CSRD was substantially narrowed. Mandatory reporting now applies only
to EU companies with more than 1,000 employees and an annual net turnover exceeding €450
million, as well as to large non-EU companies operating in the internal market above the same
turnover threshold. At the same time, first-wave reporting companies were granted extended
relief from certain disclosure requirements, and the European Sustainability Reporting
Standards (ESRS) are undergoing revision, intending to reduce the number of mandatory data
points, clarify ambiguous provisions, and improve consistency with other EU legislation.
EFRAG delivered its final technical advice to the Commission on 3 December 2025, and the
revised ESRS are scheduled for adoption by June 2026.

Simplifying regulation has become a political priority in the EU. The study of the
Confederation of Finnish Industries (2025) notes that both the Enrico Letta and Mario Draghi
reports (2024) call for EU-level regulatory simplification to restore competitiveness, with
Draghi emphasizing that 55% of SMEs consider regulation their single greatest business
challenge (Draghi Report, 2024). In response, the European Commission has increasingly
relied on omnibus-style legislative packages as a regulatory technique to streamline,
consolidate, and adjust existing legal frameworks. The Omnibus I reform reflects this policy
shift by prioritizing proportionality, administrative feasibility, and legal clarity in the

implementation of sustainability regulation.
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Rather than weakening the significance of sustainability reporting, the Omnibus reforms signal
a transition from rapid regulatory expansion toward a phase of consolidation and
operationalization. For companies within scope, CSRD now represents a permanent
governance and compliance obligation embedded in corporate reporting, internal control, and
assurance systems. From an organizational perspective, the revised framework underscores the
importance of sustained compliance capacity, cross-functional coordination, and continuous
regulatory monitoring as sustainability reporting becomes an established component of EU

corporate governance.
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3 LITERATURE REVIEW

3.1 Intersection of Corporate Social Responsibility and Compliance

3.1.1 Juridifying Corporate Social Responsibility

The growing number of regulations requiring companies to take responsibility for
environmental and social impacts shows that voluntary, non-binding approaches to corporate
social responsibility are no longer considered sufficient (Adriana & Justo, 2019; Christensen
et al., 2021). CSR has traditionally operated beyond legal obligations, yet sustainability
expectations increasingly translate into regulatory frameworks. Corporate Social
Responsibility (CSR) refers to how companies justify and govern their broader societal impacts
as part of their business strategy. Related concepts such as ESG, Corporate Citizenship,
Responsible Business Conduct, and the Triple Bottom Line reflect different analytical
perspectives on the same structural development: the expansion of corporate accountability
beyond purely financial performance to include social and environmental impacts.
Juridification describes this shift from voluntary responsibility to formal accountability, where
responsible practices become subject to enforceable standards and oversight (Christensen et

al., 2021).

Liappis (et al., 2019) mention that Corporate social responsibility (CSR) can be understood as
being built upon various elements such as values, content components, communication, and
key stakeholders (see Figure 2). Lambooy (2014) has noted that the term CSR has also been
defined as ‘the fusion of interests’. The concept remains broad and multifaceted because it
draws from different disciplinary perspectives and includes ethical, economic, and social
expectations that go beyond what the law currently mandates. As a result, the legal aspects of
CSR continue to evolve and are interpreted differently depending on context. However,
according to Vanhala et al. (2022:26) and Frydlinger (2023), corporate responsibility is
inherently normative, as it involves various expectations, especially ...concerning the

accountability of a company’s core business activities”.
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Figure 2: Elements of CSR (Edited from Liappis et al., 2019).

Regulation, in a broad sense, refers to mechanisms designed to direct behavior, ranging from
legally binding rules to voluntary guidelines and industry self-regulation (Liappis et al., 2019).
The current literature on the relationship between law and CSR has recognized two categories
of CSR regulation: Private CSR Regulation and Public CSR Regulation (Berger-Walliser &
Scott, 2018; Liappis et al., 2019), with each category further detailed through various

mechanisms like self-regulation, industry standards, and mandatory legal obligations.

The appearance of the term regulation, however, is distinct from the term juridification. Van
Aerschot (1996) defines juridification as the transformation of societal and private structures
into legal matters, while Arthurs and Kreklewich (1996) emphasize the expansion of law's
influence in previously non-legal domains, focusing more on the expansion of the law’s power
and influence rather than on the quantifiable increases in law. The concept of juridification,
often defined as a process of rapid creation of laws, has also been accompanied by criticisms
that it leads to over-regulation and excessive state intervention (Gardner, 2019). Regulation,

on the other hand, is a narrower concept than juridification and can be seen as the foundation
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and starting point for juridification (Van Aerschot, 1996). Both, however, involve the process

of converting structures and arrangements into legal matters.

The EU has defined corporate social responsibility as “the responsibility of enterprises for their
impacts on society”. Respect for applicable legislation, and for collective agreements between
social partners, is a prerequisite for meeting that responsibility.” (European Commission,
2011). The definition by the EU includes a stricter focus on compliance with applicable
legislation and collective agreements, reflecting the ongoing transformation of CSR into a more
formalized and enforceable domain. Historically, the general norms surrounding corporate
responsibility have not been legally binding or the binding regulation has been limited to

specific issues or industries (Vanhala et al., 2022).

The distinction between binding and non-binding regulation remains useful for evaluating CSR
enforcement (Vanhala et al.,, 2022). Binding regulation includes mandatory substantive
obligations backed by legal sanctions, while non-binding regulation sets expectations without
legal compulsion (Berger-Walliser & Scott, 2018). As illustrated in Figure 3, the current
regulatory landscape blends both types and involves an increasing overlap between public and

private governance tools.
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Figure 3: The regulatory environment for businesses. (edited from Liappis et al., 2019)

This expansion of mandatory obligations reflects an ongoing shift in CSR from a voluntary
practice toward integration within legal and compliance systems (Liappis et al., 2019; Vanhala
et al., 2022; Ratsula, 2024). As sustainability regulation continues to evolve, compliance
officers may increasingly find themselves responsible for translating these regulatory
developments into internal processes, audit mechanisms, and risk controls. With the boundaries
between public regulation and private governance becoming more fluid, their role appears to
be shifting toward operationalizing both binding legal requirements and softer, voluntary
expectations (Griffith, 2016). While the exact contours of this shift remain uncertain, recent
literature suggests that compliance functions may be playing a growing role in how

organizations approach sustainability responsibilities and regulatory engagement.

The Corporate Sustainability Reporting Directive (CSRD) represents a key regulatory
development that operationalizes CSR principles through mandatory sustainability reporting.
The ESG standards within CSRD divide sustainability into three distinct pillars
(environmental, social, and governance), each of which is further broken down into subtopics

and more detailed data points. Therefore, in this thesis, the ESG concept is used both to align
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with regulatory terminology and current corporate reporting practices and as an analytical lens

for examining CSR-related responsibilities.

3.1.2 Compliance

Compliance is typically discussed in the context of national laws and regulations, but this does
not mean that determining what counts as compliance is straightforward. “Compliance with
laws and regulations refers to clear and specific legal provisions applicable to the company, for
which the company has no discretion in their observance” (Vanhala et al., 2022:34). Failure to
comply with these provisions can result in sanctions or reputational damage. The definition
suggests that compliance extends beyond mere adherence to laws as it encompasses alignment

also with corporate ethical principles and the requirement to act accordingly.

Compliance officers are typically responsible for ensuring organizational adherence to relevant
laws, regulations, policies, and ethical commitments in everyday operations. They are often
located within, or closely linked to, the legal function, while also working cross-functionally
with areas such as risk management, internal audit, and sustainability. As sustainability
becomes increasingly regulated, their remit now extends beyond traditional compliance topics
toward emerging ESG-related obligations and implementation of sustainability governance
within organizations (see Section 3.4 for a more detailed discussion on the role of compliance
officers). The increasing demand for transparency in regulations could be seen as bringing
ethics closer to legal compliance than ever before because ethical claims, values, and
sustainability promises are increasingly either validated or contradicted by companies' actual
practices (Vanhala et al., 2022; Ratsula, 2024). Vanhala et al. (2022) emphasize the
interconnectedness of sustainability, ethics, and compliance within the concept of corporate
responsibility. These elements can be seen as underlying “drivers” shaping the norms of

corporate social responsibility (Vanhala et al., 2022). See Figure 4 for the illustration.
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Figure 4: Illustration of the Interconnectedness of Ethics, Sustainability, Compliance, and

Corporate Social Responsibility (Edited from Vanhala et al., 2022)

According to Ratsula (2024), the key to effective compliance lies in its integration with the
organization’s risk management processes. This is because the purpose of the compliance
function is to strive to prevent and detect actions that violate laws or the organization’s
operational principles, and to respond to any identified breaches with appropriate corrective
measures (Ratsula, 2024). Vanhala et al. (2022) highlight the interplay between compliance
and corporate responsibility by noting that sustainability and ethical expectations are
increasingly codified into legislation, making them part of compliance activities from the
corporate perspective. For instance, legal requirements around sustainability reflect societal
expectations that corporations must adhere to as part of their compliance obligations. This
means that legal compliance alone does not guarantee a company’s credibility in fulfilling its
societal responsibilities (Carroll, 1991; Schwartz & Carroll, 2003; Liappis et al., 2019). This
dual perspective underscores how the juridification of corporate responsibility both shapes and
is shaped by the evolving boundaries between legal mandates and broader ethical commitments

(Vanhala et al., 2022).

While the research in relation to sustainability regulation and its impact or relation to
compliance remains scarce, the current compliance research has stated that now there is some
overlap between the roles of the corporate compliance and sustainability functions that was not

present a few years ago (Ratsula, 2024; Vanhala et al., 2022). This means that in the ESG-
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categorization compliance-related topics have largely fallen under the "G" category (Ratsula,
2024), and compliance functions have thus played, and will increasingly play a significant role

in corporate responsibility efforts (Vanhala et al., 2022).

3.2 Integrating Structuration Theory with Legal Interpretativeness

To understand how compliance officers perceive and adapt to these developments, this study
draws on Structuration Theory (Giddens, 1984), particularly as interpreted by Parker and
Nielsen (2011) in their research on business responses to regulation. Structuration Theory
provides a conceptual framework for examining the relationship between structure and agency.
Individuals act within established institutional structures, such as laws, compliance programs,
and ESG reporting systems, but they also reproduce, reinterpret, and sometimes challenge those

very structures through their daily practices, judgments, and interactions.

In Parker and Nielsen’s (2011) analysis, regulation is not seen as a static set of top-down rules
imposed on passive actors. Rather, it is understood as a social practice, shaped by individual
perceptions, organizational context, and institutional arrangements. This makes the theory
particularly well-suited to an interpretive study focused on how compliance officers make
sense of and respond to sustainability regulation, not as a fixed blueprint, but as a set of

evolving expectations negotiated through everyday work.

In line with this view, CSR and sustainability regulation are not simply “followed” but are
interpreted through both legal principles and normative, ethical, or contextual considerations
(Vanhala et al., 2022). This interpretive space becomes especially relevant when legal texts
contain vague or value-laden language. For instance, Stromberg (2015) highlights the ethical
reasoning often needed when interpreting laws that refer to abstract moral concepts, such as
"nature is worthy of protection" (from the Swedish Environmental Code). Compliance officers,
in navigating these ambiguities, draw on both institutional norms and their own professional
judgment, making the structure-agency interplay a lived reality in their roles. Dickson (2010)
also emphasizes that law is inherently interpretative, which means that legal meaning is not
mechanically extracted from texts, but constructed through interpretive judgment guided by

methodological standards.
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The difficulty in defining Corporate Social Responsibility (CSR) in terms of normative, ethical,
or moral principles lies in the lack of consensus across different regions and legal systems about
what constitutes the scope and limits of such responsibilities (Berger-Walliser & Scott, 2018;
Fieser, 1996; Liappis et al., 2019). Moreover, the concept of CSR and its legal requirements
differ significantly across countries. As a result, actions considered part of CSR in one region
may be viewed as basic legal compliance in another (Berger-Walliser and Scott, 2018). The
interpretive nature of this study understands that the same regulation is understood and applied

differently depending on the organization, industry, and geographic location.

Critics have pointed out that Structuration Theory can be difficult to operationalize due to its
broad conceptual scope and abstract terminology (Archer, 1995; Whittington, 1992).
Additionally, Giddens’ (1984) formulation has been criticized for lacking detailed tools to
analyze institutional power dynamics or resistance (Clegg, 1989; Stones, 2005). However,
these limitations are less problematic in an interpretive, abductive research design such as this
one. The aim is not to produce predictive models or causal explanations, but to understand how
compliance officers depict and navigate the complexities of regulatory change. In this context,
the theory’s strength lies in its ability to link individual sense-making with structural

developments.

Legal dogmatics alone cannot explain why organizations respond differently to the same
obligation, while structuration theory alone cannot determine the normative content of the
obligations that actors interpret. Together, they show that legal norms provide the frame, but
organizational agency fills the frame with meaning. As sustainability regulation expands and
becomes increasingly detailed, companies face not only new legal obligations but also the

practical challenge of interpreting what these obligations mean in their organizational context.

As the boundaries between corporate responsibility and legal compliance become increasingly
blurred, so do the roles and expectations placed on compliance professionals. Issues such as
human rights, anti-corruption, and environmental responsibility, once framed as voluntary CSR
efforts, are now subject to growing legal demands and formal regulatory frameworks.
However, these themes remain subject to diverse interpretations across jurisdictions and
industries, complicating both legal compliance and organizational practice (Berger-Walliser &

Scott, 2018; Vanhala et al., 2022).
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3.3. Formal (and Informal) Ethics & Compliance Programs

An ethics and compliance officer is often responsible for ethics and compliance programs
(ECPs). Conceptually, an ECP operates as a governance system that embeds expected behavior
into organizational structures, processes, and culture. As explained, compliance “means
following the law and more”, it involves not only legal conformity but also promoting integrity,
accountability, and a culture of doing the right thing (Biegelman & Biegelman, 2008, p. 2;
Ratsula, 2024). The U.S. Department of Justice (DOJ) and Federal Sentencing Guidelines
define an effective compliance program as one that prevents and detects misconduct and
ensures activities are conducted ethically and lawfully. Weaver et al. (1999:41-42) describe
ethics and compliance programs as typically including elements such as formal ethics codes,
ethics committees, communication systems, ethics officers, training programs, and disciplinary
procedures. Although ECPs often cover similar themes, Joseph (2002:315) emphasizes that
each program is shaped by the particular circumstances of the organization. ECPs are designed
to address specific organizational challenges and are communicated and justified to employees
and other stakeholders in ways that reflect those contextual needs. In other words, there is no
single universal reason why organizations establish, or choose not to establish, such programs
(Joseph, 2002), meaning that their form and purpose arise from organization-specific

conditions.

Kaptein (2015) identifies nine core elements that typically make up a formal ethics and
compliance program: a code of ethics, procedures for investigations and corrective actions,
reporting channels, accountability mechanisms, incentive structures, a designated ethics
officer, communication and training activities, pre-employment screening, and systems for
monitoring and auditing. Monitoring and auditing, in particular, play a crucial role once a
program is in place, as they provide feedback on its functioning and offer opportunities for
continuous improvement (Kaptein 2015:421). More broadly, formal compliance structures,
such as written policies, assigned responsibilities, and established internal processes, constitute
essential components of regulatory governance. Parker and Nielsen (2011) argue that
compliance behavior is shaped not only by formal legal obligations but also by internal
organizational dynamics, professional roles, and the broader institutional context. Formal
structures represent just one part of the broader organizational architecture (see also Mintzberg,

1984), and their effectiveness depends heavily on how they are interpreted, enacted, and
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internalized by individuals within the organization. Figure 5 below provides a visual
representation of the broader structural environment that shapes compliance officers’ work and

interpretive practices.

Ethics and compliance scholarship has also highlighted the importance of the broader
organizational environment in shaping ethical behavior. Tenbrunsel et al. (2003) distinguish
between the formal mechanisms of compliance, such as codes of conduct, training initiatives,
and reporting channels, and the informal norms, expectations, and everyday interactions that
influence how ethical decisions are made. Building on this distinction, researchers have
developed the concept of an ethical infrastructure, which captures both the visible, formally
designed elements of an ethics system and the subtler, culture-based practices that operate
within the organization. This perspective expands the understanding of corporate compliance
by showing that effective governance depends not only on documented procedures but also on

the unwritten norms and ethical climate experienced by employees.
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Figure 5: The Compliance Officer’s Operating Environment
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While the ethical infrastructure perspective highlights the interplay between formal and
informal elements, scholars have also emphasized that these structures alone are insufficient.
Parker and Nielsen (2011) argue that compliance programs are not inherently effective unless
they are actively supported by management and aligned with organizational routines. Parker
and Nielsen (2011) also emphasize that compliance programs are not inherently effective
unless they are actively supported by management and aligned with organizational routines.
Their research suggests that compliance tools are often symbolic unless backed by real
incentives, clear communication, and professional authority. Similarly, Ratsula (2016;2024)
highlights the “control environment” dimension: tone at the top is part of the social controls
influencing culture and behavior. At a practical level, this is reflected in the fact that members
of the management are aware of how the organization’s compliance activities are structured
and who is responsible for them. Tone at the top matters because leaders shape followers’

behaviors and beliefs (Brown, Treviio, & Harrison, 2005).

This recognition that leadership support and organizational routines shape whether compliance
systems function in practice also highlights the importance of the underlying processes that
give substance to those systems. One of the most critical of these is risk assessment. Senior
management holds primary responsibility for defining the organization’s overall risk appetite
and ensuring that it aligns with corporate strategy and ethical standards. Ratsula (2016) further
emphasizes that compliance risk assessment should ideally be integrated with other risk
assessments conducted within the organization, such as those managed by the enterprise risk
management function. Each company’s risk assessment process is unique and varies
considerably depending on factors such as its size, the nature of its business activities,
organizational structure, and the geographical dispersion of its operations, however the process
from risk identification and measuring systems must be tailored to ensure that all relevant risks
(both external and internal) are identified, assessed, and mitigated effectively. Past studies (see
Apooyin, 2025) emphasize the importance of aligning business objectives with risk
management practices, especially when navigating a complex and evolving regulatory

landscape.
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3.4. Resource Constraints and Regulation-Related Costs

A recurring theme across compliance literature is that formal and informal ethics and
compliance structures do not operate in a vacuum but are deeply constrained by the resources
allocated to them. Even well-designed ECPs require continuous investment to function as
intended. Several scholars emphasize that compliance is fundamentally an investment decision;
firms “purchase” compliance by allocating personnel, technology, and managerial attention,
and the level of investment determines the degree of risk reduction achieved (Bird & Park,
2017; Miller, 2014). Under this lens, inadequate resourcing is not merely an operational
challenge; it structurally limits a firm’s ability to reach an efficient balance between compliance
risk and compliance investment (Bird & Park, 2017). When budgets are tight, firms may drift
toward under-compliance, not because of intent, but because the organization lacks the capacity
to maintain an effective ethical infrastructure. Compliance officers often lack the authority to
secure the resources needed to fulfil these expanding expectations. As Miller (2014) notes,
compliance is structurally vulnerable to being underfunded because its benefits (risk reduction,
trust, integrity) are “long-term, intangible, and dispersed,” while its costs are immediate and
visible. This asymmetry creates ongoing resourcing pressures, especially as regulatory

obligations grow.

According to the study made by the Confederation of Finnish Industries (2025), sustainability
reporting obligations alone generated approximately €140 million in costs for Finnish
businesses in 2024. Regulation concerning value chains accounted for €69 million, and data
protection regulation for €327 million, amounting to a combined €536 million in regulation-
related costs. These costs are not peripheral but represent substantial economic burdens that
shape how companies (large and small) are able to implement compliance and sustainability
obligations in practice. These costs had economy-wide implications. EK’s analysis shows that
when regulatory obligations do not directly improve business efficiency, companies’
investment capacity is weakened, bonuses narrow, and price pressures increase. If firms cannot
pass these costs on to customers, profit margins decline, reducing their ability to pay taxes,

dividends, and competitive wages.

The pressures imposed by growing regulatory cost burdens have been documented in recent

empirical work. Marotta (2021) shows that organizations increasingly face a compliance “cost
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spiral” in which rising regulatory complexity leads to higher compliance and cybersecurity
expenditures, while budgetary restrictions and external pressures shape the prioritization of
compliance activities. In Marotta’s analysis, firms often struggle to maintain sufficient
financial and staff resources for compliance functions, leading to a structural mismatch
between regulatory obligations and internal capability. This mismatch impairs not only

compliance quality but the organization’s broader risk-management capacity.

These macro-level regulatory cost pressures intersect directly with the internal resourcing
challenges of compliance functions. According to the recent Nordic compliance survey 2025
(Nordic business ethics, 2025), more than 54% of organizations operate with an annual external
compliance budget below €100,000, covering both proactive compliance work and internal
investigations. Even among large organizations with over 10,000 employees, 21% report
external budgets below €100,000, and only a very small minority allocate more than €500,000
annually. At the same time, 70% of ethics and compliance teams have fewer than five

employees, despite rapidly expanding regulatory expectations (NBE survey 2025).

Taken together, these findings suggest that regulation-related costs are not a marginal side-
effect of sustainability regulation but a central structurational factor that shapes how
organizations perceive, prioritize, and implement their compliance duties. They influence
resource allocation, investment decisions, pricing strategies, and even the political discourse
around the scope and pace of new regulations. For this thesis, they also provide an important
empirical anchor for analyzing how compliance officers navigate the tensions between
regulatory ambition, organizational capacity, and economic constraints. Limited budgets affect
the scope of monitoring, the quality of investigations, the frequency of training, the
maintenance of reporting systems, and the development of organizational ethical culture
(Marotta, 2024; Miller, 2014). This aligns closely with Bird and Park’s (2017) observation that
without adequate investment, firms are unable to operationalize the full benefits of compliance
systems and that compliance professionals face mounting pressures to prioritize among
obligations due to financial constraints, creating risks that critical areas receive insufficient

attention (Marotta, 2024).
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3.5. The Changing Role of a Compliance Officer’s Work

3.5.1 Academic and professional background

Designating a person to provide both strategic and operational leadership is a key component
of an effective ethics and compliance program (Wulf, 2011). Although in literature these roles
carry various titles, they are commonly known as ethics and/or compliance officers (Wulf,
2011; Weber & Fortun, 2005:97). The title ethics and compliance officer is commonly

understood and therefore will be used in this research as well.

Compliance officer has been defined as “... an independent and objective fact finder with the
mission of ensuring the organization complies with all applicable laws, regulations, standards,
policies/procedures, and the code of conduct” (Forman, 2013:56), ... through investigation,
monitoring, education, and prescription, but not through control of employees” (Martin,
2015:198). Snell (2015) and Krambia-Kapardis (et al., 2019) add that the primary task of
compliance officers is therefore to ensure that organizations’ employees follow both legal and
organizational policies with honesty and integrity. However, the profession has evolved, and
the expectations for compliance officers can vary across jurisdictions (Krambia-Kapardis et al.,
2019). The Ethics and Compliance Officer Association (ECOA), established in 1992, defines
an ethics and compliance officer as a leader responsible for overseeing business conduct within
an organization. This role involves integrating ethics and values initiatives, compliance efforts,
and business conduct practices into the decision-making processes at every organizational

level.

The emergence of compliance officers within the business sector in the United States can be
traced back to the early 1970s; however, the formal role of an "ethics officer" did not
materialize until the mid-1980s (Trevifio & Nelson, 2007:316). The corporate scandals of the
1990s and early 2000s accelerated this trend. It was therefore recommended that companies
appoint dedicated ethics and compliance officers and develop comprehensive programs to
support ethical conduct and regulatory compliance (Wulf, 2011). Consequently, this led to the
development of a distinct compliance profession characterized by specialized expertise and
organizational importance (Parker, 2000:339). Vanhala (et al., 2022) point out that during the

2000s and 2010s, more and more Finnish companies have established compliance officer
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positions and entire compliance departments.

The profile of a typical compliance officer is shaped by various demographic and professional
factors. According to the Nordic Business Ethics Survey (2021), among a sample of 99
respondents who identified as primarily responsible for compliance functions, 61% were
women, with the majority (53%) aged between 40 and 49 years. Around 36% have
approximately 10 years of experience working in the field. A significant portion, 60%, comes
from a legal background. In terms of organizational context, 39% work in small teams of just
one to five additional employees, and 56% report directly to the general counsel or head of
legal. These findings illustrate the typical profile and organizational positioning of compliance
officers in contemporary business environments (Nordic Business Ethics, 2021). See the visual

representation below (Figure 6).

Figure 6: Demographics of Primary Ethics & Compliance Officers (Combined Results from
NBE 2021 and 2023 Surveys)

The proportion of legally trained compliance practitioners has increased from 51% in 2021 to
56% in 2023, indicating a growing dominance of legal expertise in the field. Meanwhile,
individuals with a background in business administration and management working in E&C
roles rose from 19% to 27% during the same period. Among heads of E&C functions, 21%

have a business administration and management background, while 61% hold a primary
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education in law. These educational trends reflect the varied professional profiles within
compliance leadership. In addition, the ESG Update published by Mannheimer Swartling
(2024), highlights a growing trend of companies designating an "ESG Director," typically a
person with a legal background, who acts as a bridge between key functions and oversees the

regulatory aspects of sustainability efforts (Mannheimer Swartling, 2024).

Additionally, Nordic companies generally favor decentralized governance models
characterized by strong business area ownership and lean central office functions. However,
compliance functions themselves tend to operate under centralized governance models, with
84% of respondents reporting such structures (Nordic Business Ethics, 2023). This apparent
tension between organizational governance preferences raises questions about the challenges
of implementing compliance programs effectively within Nordic organizations (Nordic

Business Ethics, 2023).

3.5.2 Job responsibilities and skillset

Beyond formal education and experience, compliance officers must possess a combination of
technical knowledge, interpersonal abilities, and strategic insight to navigate complex
regulatory environments. According to Wulf (2011), the primary responsibility of an ethics and
compliance officer is to integrate key areas such as legal compliance, ethical behavior, and
corporate social responsibility to serve the organization’s best interests. In essence, this role
involves overseeing all components of the organization's ethics and compliance
program/function. The appointed individual must establish clear standards of conduct,
communicate these standards effectively, and monitor adherence to ensure that both employees
and senior management comply with them (Wulf, 2011). Griffith (2016) adds that their role is

also to administer corporate “ethics” policies that actually cover a wide variety of subjects.

According to Martin (2015), an effective compliance program necessitates the appointment of
senior-level personnel responsible for managing and overseeing these initiatives. Similarly,
Wulf (2011) and Piippo (2019) emphasize that a compliance officer should hold a senior
management position with direct access to, and support from, the board and executive
leadership. Compliance officers must navigate a complex and rapidly changing regulatory

environment, which presents a range of challenges related to the depth and breadth of expertise

39



required to effectively fulfill their roles.

One primary difficulty lies in keeping up-to-date with constantly evolving laws, regulations,
and industry standards across multiple jurisdictions, which demands continuous learning and
specialized knowledge (Parker, 2000). Additionally, compliance officers must balance
technical legal expertise with a deep understanding of organizational culture and business
operations to design and implement practical and effective compliance programs (Weber &
Fortun, 2005). The interdisciplinary nature of their role often requires proficiency in law, risk
management, ethics, communication, and training, skills that are not always fully developed in
a single individual (Kaptein, 2011a). Parker and Nielsen (2011) also identify that compliance
is often the outcome of competing logics (legal, ethical, strategic, and operational), which
intersect within the day-to-day decision-making of organizations. For compliance officers, this
means navigating a complex space where law, organizational culture, and professional

judgment intersect.

Hess (2014) similarly argues that effective compliance work cannot rely solely on formal
systems such as ethics hotlines, exception reports, or internal audit summaries. Compliance
programs often fail to detect misconduct precisely because they are too predictable and overly
systematized. Hess (2014) emphasizes that compliance officers need to engage directly with
day-to-day business operations, spending time “in the trenches” to understand the practical
realities, cultural nuances, and pressure points within the organization. This more immersive
approach enables compliance professionals to anticipate vulnerabilities and design controls that
reflect the lived experiences of employees across the value chain. Hess (2014) therefore,
highlights that practical exposure, relationship-building, and situational awareness are essential
competencies, complementing the formal expertise traditionally associated with compliance

roles

Furthermore, compliance officers frequently face resource constraints, limited organizational
support, and challenges in securing the necessary authority to enforce compliance measures,
which can hinder their ability to apply their expertise effectively (NBE Survey 2021; 2023;
Piippo, 2019). Griffith (2016) further highlights a significant challenge: compliance officers
often find themselves overwhelmed by the volume of data they collect, exceeding their capacity

to thoroughly analyze and act upon it. In addition, Mannheimer Swartling's Sustainability &
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ESG Update 2024 highlights that the shifting EU regulatory environment introduces both

strategic opportunities and significant operational challenges.

3.5.3 Reporting and Independence

An essential element of an effective compliance function is the independence of the compliance
officer and the clarity of their reporting structure (Ratsula, 2024). Independence ensures that
compliance professionals can identify, escalate, and address issues objectively without undue
influence from business operations or management interests (Kaptein, 2011b; Paine, 1994). A
compliance function that lacks independence risks being perceived as symbolic or superficial,
serving business priorities rather than protecting the organization’s integrity and long-term
interests. A prerequisite for independence is that the Ethics and Compliance Officer does not
hold any other positions within the organization that could be considered to compromise their

independence (Ratsula, 2016).

According to Kaptein (2011b), independence within the compliance function is ensured when
the compliance officer has direct and unrestricted access to senior management and the board,
and when reporting lines are established to prevent conflicts of interest. This dual-reporting
model, operationally to the chief executive and functionally to the board, is mentioned to
strengthen oversight and transparency by ensuring that compliance concerns are heard at the
highest level of governance. According to Ratsula (2016), organizational independence is most
effectively ensured when the compliance officer has an operational reporting line directly to

the company’s highest governing body, typically the board of directors or its audit committee.

Importantly, independence does not mean that the compliance function operates in isolation.
To identify risks effectively, compliance officers depend on strong cross-functional
cooperation with sustainability, legal, HR, finance, procurement, and internal audit (KPMG,
2022). This collaboration ensures access to operational information while preserving objective
judgment. At the same time, the independence of the compliance function must be understood
in light of the broader organizational environment that shapes behavior. As Bird and Park
(2017) note, individuals do not act solely based on formal rules, policies, or direct
communications; their decisions are also influenced by personal values, implicit incentives,

social dynamics, and subtle cues in the work environment that “nudge” behavior in particular
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directions.

These structural and cultural signals can either strengthen or undermine the compliance
officer’s ability to report objectively. If reporting lines, performance metrics, or managerial
expectations implicitly discourage escalation or reward silence, such pressures may
compromise independence even when the formal structure appears appropriate (Bird & Park,
2017). Conversely, governance arrangements that provide compliance officers with protected
access to the board, transparent communication channels, and strong cross-functional
information flows help counteract these informal pressures. In this sense, independence is not
only a matter of formal reporting lines, but also of organizational design and cultural conditions
that enable compliance officers to raise concerns without being constrained by implicit norms

or competing internal priorities.

3.5.4 Cross-Functional Collaboration

Recent public discourse has emphasized the growing importance of cross-functional
collaboration between compliance officers and employees from other departments in
effectively addressing regulatory demands and advancing sustainability strategies. Empirical
research also indicates that ethics and compliance responsibilities cannot rest solely with
compliance officers, rather they require active support and engagement from across the
organization (Piippo, 2019). Given the complex, multidimensional, and systemic nature of
sustainability performance, effective responses demand integrated collaboration across

disciplines, sectors, and organizational functions (Harms, 2011).

Mannheimer Swartling (2024) has stated in its ESG Update that the successful implementation
of new sustainability regulations will depend on utilizing the skills and expertise of multiple
departments within the company, including legal, compliance, procurement, and sustainability
teams, and that it will also require stronger collaboration between these departments
(Mannheimer Swartling, 2024). The previous research on cross-functional collaboration

between the compliance department and other organizational functions, however, is lacking.

Academic literature exists about both cross-functional collaboration (CFC) and cross-sectoral

collaboration. Cross-functional collaboration refers to cooperation between different
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departments or functions within a single organization, such as sustainability, procurement, and
HR, working together to achieve shared objectives. In contrast, cross-sectoral collaboration
typically refers to cooperation across organizational boundaries, for example, between private
companies, public institutions, and civil society organizations. This study focuses primarily on
internal, cross-functional collaboration within companies, examining how compliance officers

interact with other departments to respond to the growing pressures of sustainability regulation.

Cross-functional collaboration has been widely recognized as a driver of innovation,
organizational learning, and performance, particularly in contexts that demand the integration
of diverse perspectives (see Tushman & O'Reilly, 1996; Edmondson, 2012; Troy et al., 2008).
Cross-functional collaboration involves joint problem-solving, integrated decision-making,
and the pooling of diverse perspectives to address complex issues that cut across functional

boundaries (Denison et al., 1996).

Previous research has examined cross-functional work teams, emphasizing their role as a vital
component in organizations striving to remain competitive (Parker, 1994). Holland et al. (2000)
define a cross-functional team as follows: “A cross-functional team is a group of people who
apply different skills, with a high degree of interdependence, to ensure the effective delivery
of a common organizational objective.” In this study, cross-functional collaboration refers
specifically to such interactions, which are essential for bridging regulatory knowledge with

sustainability-related data, processes, and strategic goals.

Cross-functional cooperation on the other hand refers to the coordinated efforts of different
departments working together to enhance performance quality and achieve better outcomes
(Thanh Hoai & Nguyen, 2021:1). In practice, this may include project teams composed of
individuals from different functions (Ancona & Caldwell, 1992), or informal networks that
share information and align strategies across departments (Cross & Parker, 2004).
Collaboration across different functional departments is regarded as a means of enabling
compliance officers to access the information, expertise, and operational insights necessary to

interpret and implement emerging sustainability regulations.

While the benefits of cross-functional collaboration (CFC) are widely acknowledged, such as
enhanced innovation, shared problem-solving, and integrated decision-making. Numerous

studies also highlight the persistent challenges associated with its implementation. Case studies
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and empirical findings reveal that CFC efforts often suffer from unclear responsibilities,
fragmented communication, and poorly integrated systems, which hinder seamless cooperation
across departments (Raivio, 2022). A common organizational barrier is the silo mentality,
which emerges when excessive functional differentiation is accompanied by rigid internal
boundaries that limit the flow of information and trust. According to Ratsula (2016;2024), the
presence of a silo mentality can result in misunderstandings, duplication of efforts, or
circumstances where critical matters are overlooked due to a lack of clear ownership or
accountability. Organizational decentralization and the creation of cross-functional teams with

shared ownership have been suggested as practical methods to overcome this challenge.

Moreover, limited information sharing and weak coordination mechanisms can compromise
the collaborative process, making interdepartmental work disjointed and reactive rather than
strategic. Interviews with employees involved in cross-functional settings suggest that direct
interpersonal communication plays a crucial role in fostering collaboration (Raivio, 2022).
According to a study made by Raivio (2022), when teams engage in open dialogue, not only
does collaboration improve, but individuals also demonstrate higher levels of task engagement
and commitment. While cross-functional collaboration presents various challenges, both
practitioners and scholars emphasize that its effectiveness can be significantly improved
through clear leadership, well-defined roles and responsibilities, and the use of shared

performance indicators to align departmental goals (Leenders et al., 2003).

3.6 Summary and Limitations of the Literature Review

The literature review has examined the evolving role of compliance officers in the context of
the increasing juridification of corporate social responsibility (CSR), with particular emphasis
on the European Union’s Corporate Sustainability Reporting Directive (CSRD). Compliance,
once narrowly defined as adherence to laws, now encompasses alignment with ethical norms,
sustainability responsibilities, and broader organizational values. As legislation increasingly
integrates sustainability and ethical expectations, compliance professionals find themselves at

the intersection of legal mandates, organizational governance, and normative considerations.

The review also demonstrated that corporate responses to sustainability regulation cannot be
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understood solely through doctrinal legal analysis; they are shaped by the agency of individuals
working within organizational structures. Structuration Theory (Giddens, 1984), particularly in
the form adapted by Parker and Nielsen (2011), provides a useful conceptual lens for
interpreting how compliance officers construct meaning around regulation, navigate
ambiguities, and reproduce or modify institutional practices. This theoretical grounding
complements the more technical scholarship on ethics and compliance programs, which
stresses the interplay between formal structures (policies, procedures, reporting lines) and

informal cultural elements (norms, leadership behaviors, ethical climate).

Furthermore, the literature clearly reveals how resource constraints and regulation-related costs
shape organizational capacity to comply with expanding sustainability obligations. Compliance
functions are often structurally under-resourced, even as demand grows more complex and
cross-functional. The final section of the review addressed the changing role of compliance
officers, including their professional backgrounds, core responsibilities, and increasing
involvement in cross-functional collaboration. Despite the importance of such collaboration
for effective sustainability implementation, empirical research on the specific dynamics

between compliance functions and other organizational departments remains limited.

Based on the reviewed literature, sustainability regulation is expected to drive (1) structural
integration of compliance and sustainability functions, (2) expansion of compliance
competencies beyond legal risk, and (3) increased cross-functional collaboration. These three

areas form the analytical framework for this study (see Figure 7 below).

Sustainability
regulation
structural integration of Broader compliance Increased cross-functional
compliance and sustainability competencies collaboration
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Figure 7: Analytical framework: Organizational effects of sustainability regulation on

compliance work

Despite its breadth, the literature reviewed has several limitations. Research explicitly
examining compliance officers’ interpretations of sustainability regulation remains limited,
particularly in the European and Nordic contexts that are relevant to this study. Empirical work
at the intersection of compliance, sustainability regulation, and organizational practice is still
emerging, and much of the existing research focuses on studying compliance programs
themselves and their effectiveness. Studies on cross-functional collaboration rarely address the
specific interaction between compliance functions and sustainability-related roles.
Furthermore, much of the existing scholarship is conceptual or normative, outlining ideal
governance practices rather than empirically analyzing how organizations respond to
regulatory changes in practice. Finally, sustainability regulation itself is evolving rapidly; the
academic literature has not yet fully caught up with the practical implications of instruments
like CSRD, requiring reliance on practitioner reports and recent surveys that may not yet be

extensively validated.

In addition to the gaps identified in the literature, this study’s scope entails certain limitations
that influence how its findings should be interpreted. This thesis focuses primarily on structural,
organizational, and interpretive aspects of compliance officers’ work, such as regulatory
frameworks, governance systems, resource conditions, and cross-functional collaboration. It
does not examine the behavioral factors that influence how individual employees respond to
rules, act ethically, or internalize compliance norms. As a result, important areas of behavioral
ethics research, such as motivations for rule-following, cognitive biases, moral reasoning, or
situational pressures influencing ethical conduct, remain outside the scope of this study.
Nevertheless, this exclusion limits the study’s ability to comment on how compliance and
sustainability norms are enacted at the individual level or how employees’ ethical decision-

making affects organizational compliance outcomes.
The sustainability regulatory landscape is undergoing significant and rapid development. As a

result, the relevance of certain findings may change as new standards, regulatory

interpretations, and industry practices emerge. Insights drawn from interviews and current

46



literature may therefore reflect a transitional moment rather than a stable regulatory

equilibrium.
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4 METHODOLOGY
4.1 Empirical Setting and Sampling Method

The empirical component of this study is structured around three research questions that
operationalize the overall research aim by examining the organizational and professional
implications of sustainability regulation for ethics and compliance (E&C) functions. The
questions focus on (1) how E&C officers perceive the impact of sustainability regulation on
the structure, working practices, and cross-functional collaboration of compliance work, (2)
how they perceive changes in their responsibilities and required competencies, and (3) how
E&C functions may contribute to shaping organizational adaptation to EU sustainability
regulation in the coming years. Together, these questions frame empirical investigation by
directing attention to the transformation of compliance roles, the evolution of professional skill
requirements, and the strategic positioning of E&C functions within corporate governance

structures.

Data were collected through an online survey distributed to Ethics and Compliance (E&C)
professionals working in qualifying companies in Finland and Sweden. Participants were
identified using purposive sampling, which, according to Saunders et al. (2019), is a non-
probability technique particularly suitable when the aim is to gain insights from individuals
with specific expertise or experience. As the aim of this study is to examine how compliance
officers interpret and respond to evolving sustainability regulation, purposive sampling ensures
that respondents possess relevant organizational roles and regulatory exposure. Consequently,
probability sampling is often associated with survey and experiment research strategies

(Saunders et al., 2019).

In the survey, there was a background section in the beginning covering questions about
demographics of respondents and information about their organizations to ensure that all
respondents fall under the target population (see summary of the target population in Table 1
below). Within purposive sampling, a heterogeneous (maximum variation) strategy was
applied (Saunders et al., 2019) to capture perspectives from different organizational contexts.
Participants were recruited through a combination of direct outreach and professional

networks. In August and September 2025, a total of 22 large Finnish and Swedish companies
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were contacted via publicly available corporate email addresses, and 20 individual
professionals were approached via LinkedIn based on their job titles (e.g., Compliance Officer,
Ethics and Compliance Officer, Compliance Specialist, or equivalent roles). In addition, 18
professionals were contacted through my own personal network and asked to distribute the
survey link within their organizations and professional circles. Further targeted outreach was
conducted in November 2025, when five additional compliance specialists were contacted

directly by email, and the survey link was shared in several public LinkedIn compliance groups.

The primary inclusion criterion was that respondents held roles related to ethics and compliance
functions and were employed in organizations headquartered in Finland or Sweden in
companies that fall under the first phase of the CSRD implementation, which began in January
2024 and requires reporting in 2025 based on fiscal year 2024. The study, therefore, primarily
includes professionals working as Compliance Officers, Heads of Compliance, or in equivalent
managerial positions responsible for regulatory adherence and ethical governance. One
respondent represented a specialist from a sustainability or ESG department who had been
assigned compliance-related responsibilities. This was considered relevant to the study, as the
role involved regulatory interpretation, reporting obligations, and internal compliance

coordination in relation to the Corporate Sustainability Reporting Directive (CSRD).

The final analytical sample consists of 25 respondents from Finland (n = 13) and Sweden (n =
12). Two responses from outside the target countries (Norway and Germany) were excluded
from the dataset. Although the sample size does not support statistically generalizable
quantitative conclusions, it provides rich empirical material for qualitative analysis. The
qualitative responses offer insight into how compliance professionals experience regulatory
change, interpret new sustainability obligations, and adapt their organizational practices, which

is the primary analytical objective of this study.
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Table 1: Summary of Target Population

Country Finland (n=13) and Sweden (n=12).

Most respondents work in large, mternationally operating organisations. The
most represented sectors are Manufacturing & Industrial Production (=29%),
followed by several equally represented industries including IT &

Organization Telecommunications, Construction & Real Estate, Food & Beverage, Financial
Services, Retail/Consumer Goods, and Transport & Logistics (each ~8%).
Additional single responses (~4% each) came from Energy, Agriculture, Mining,
Consulting, and Wholesale/Retail.

Most respondents work in medium-to-large companies. 1,000-4,999 emplovees is

Organization the most frequent category, but the range spans up to 50,000+ employees.
Most respondents work in large organisations. The majority (=52%) fall into the
Years working in 1.000-4.999 employee range. Additional respondents represent companies with

E&C 5,000-9,999 employees (=8%), 10,000-49,999 employees (~28%), and 50,000+

employees (x12%).
Gender Respondents are predominantly female (=68%). Remaining respondents are male

(=24%) and one preferred not to answer.

Age The majority fall within the 4049 age group (=48%), followed by 30-39 (=~24%),

- 50-59 (=20%), 20-29 (=8%).

Given the regulatory uncertainty surrounding the scope of CSRD during the data collection
phase of this study in 2025, it was necessary to define the target population in a manner that
would remain robust under the anticipated Omnibus reforms. At the time the survey was
launched, the final thresholds and transitional arrangements were still under legislative
negotiation. The target population was therefore set to include companies with more than 1,000
employees, as these large organizations were expected to remain within the scope of CSRD
even under the proposed simplification measures. Simultaneously, this size threshold ensures

that the organization is sufficiently complex to have a formal E&C function.
Accordingly, the empirical sample was defined using the following selection criteria. First, the

company must be headquartered in Finland or Sweden. Second, only large companies with

more than 1,000 employees were included, reflecting the revised CSRD scope following the
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Omnibus I reforms and ensuring continued regulatory relevance. Third, the study focuses on
first-wave CSRD reporters, namely large public-interest entities that were already subject to
the Non-Financial Reporting Directive (NFRD) and therefore entered CSRD reporting at an
early stage. Finally, each company was required to have a clearly identifiable ethics and
compliance function, such as a Chief Compliance Officer, Ethics and Compliance Manager, or

an equivalent role situated within the legal, risk, or sustainability function.

While the study collects responses from organizations operating in sectors where ESG and
sustainability risks are particularly material, the aim is not to compare industry-wide
differences or conduct sector-specific analysis. The focus remains cross-sectoral. However,
these sectors, such as financial services (EU Taxonomy alignment, ESG risk), energy and
utilities (climate and biodiversity impacts), consumer goods and retail (human rights and
supply chain risks), and manufacturing and industrials (occupational safety and environmental
impacts), are noted because preliminary sector-specific ESRS drafts published by EFRAG
identify them as ESG-intensive fields (EFRAG, 2025). A stricter sector-specific delineation
could have added further analytical depth to the study; however, following the Omnibus I
reforms adopted in December 2025, the mandated future adoption of EFRAG’s sector-specific
ESRS standards has been removed, reducing the regulatory relevance of a sector-based
sampling approach. The sectoral composition of the sample is therefore used primarily as
contextual background for interpreting the findings, particularly with regard to how compliance
responsibilities and governance practices are evolving in ESG-sensitive operating

environments.

4.2 Research Design

The data was collected through a questionnaire that was sent to compliance officers working
in Sweden and Finland. Questionnaires are an effective method for data collection when the
number of respondents is large and scattered (Vilkka, 2007, p. 28). Survey strategies that utilize
questionnaires are widely used because they enable the cost-effective collection of standardized
data from a large group of respondents, facilitating straightforward comparison (Saunders et

al., 2019).

The adopted survey strategy allows individuals to provide honest and candid responses without

the pressure of face-to-face interactions, thereby increasing the authenticity of the data
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collected. However, the data gathered through a survey approach may not be as comprehensive
as data collected using other research methods (Saunders et al., 2019). To tackle this, the aim
is to design the questionnaire with a mix of closed and open-ended questions and through a

triangulation method, in order to cross-verify the data.

In this research, I use a mixed-methods approach that combines both qualitative and
quantitative techniques. More specifically, I employ a concurrent triangulation design, which
enables simultaneous collection and analysis of both types of data, allowing for direct
comparison and interpretation rather than sequential analysis (Creswell & Plano Clark, 20006).
The concurrent triangulation design is particularly well-suited to this study because the
research questions address a complex regulatory and organizational transformation that cannot
be adequately captured through a single methodological lens. The quantitative component is
necessary to identify structural patterns in how compliance work, priorities, and responsibilities
are changing in response to sustainability regulation. At the same time, the qualitative
component is required to understand how compliance officers interpret these regulatory
expectations in practice, how they make sense of evolving responsibilities, and how

organizational adaptation is experienced at the professional level.

This method involves collecting and analyzing quantitative and qualitative data separately,
which are then combined in the final stages for interpretation (Creswell & Plano Clark, 2006).
The simultaneous collection of quantitative and qualitative data enables the study to capture a
real-time snapshot of an evolving regulatory environment and to examine the convergence and
complementarity of different forms of evidence. This is particularly important in the context of
CSRD implementation, where regulatory requirements are still being operationalized and
organizational practices are in transition. By integrating numerical patterns with professional
interpretation, the triangulation design strengthens the explanatory depth and analytical
robustness of the findings. While not identical, similar approaches have been employed in

previous studies (see Webb et al., 2002).
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Figure 8: Validating Quantitative Data Model (based on Creswell & Plano Clark, 2006)

Mixed methods research does not necessarily mean that qualitative and quantitative
components would be equally divided (Creswell & Plano Clark, 2006). In this study, the nature
of quantitative data is rather elementary and only suitable for basic descriptive statistical
analysis. However, the qualitative data provides a relatively large and information-rich sample,
containing numerous detailed and open-ended responses that offer valuable depth and context
to the descriptive statistical findings. The qualitative findings provide quotes that help validate
and enrich the quantitative results (Creswell & Plano Clark, 2006). By using the concurrent
triangulation method, the research provides a more thorough response to the research questions,
as the data from both methods complement and strengthen each other (Creswell & Plano Clark,

2006).

I chose to use a survey questionnaire as the data collection method because it enables the
gathering of quantitative data, which can be integrated with qualitative insights to offer a more
holistic perspective on the research topic. As illustrated in Figure 8 above, applying the
triangulation design in a survey study involves separately collecting and analyzing both
quantitative and qualitative survey data. These results are then validated and interpreted
together to provide a more comprehensive understanding (Creswell & Plano Clark, 20006).
Creswell and Plano Clark (2006) specifically note that this model is useful when researchers
seek to validate and enhance quantitative survey findings by incorporating open-ended

qualitative questions.
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Data collected through surveys is often analyzed using a descriptive approach, which helps
provide a clear and accurate overview of the phenomenon studied (Saunders et al., 2019). In
this research, I adopt a descripto-explanatory approach, combining descriptive research with
explanatory elements that explore the relationships between variables (Saunders et al., 2019).
The explanatory aspect of this study focuses on interpreting and understanding how increasing
sustainability regulations influence E&C officers' perceptions and their adaptation of

compliance programs.

4.3 Philosophy of Social Science

Instead of seeing the social world as just observable events, [ understand it as a complex system
of meanings that people continuously create and reshape through their own interactions. The
phenomenon I am investigating is understood from the perspective of the individuals
(compliance officers) who are directly involved in the development, implementation, and
adaptation of compliance programs in response to sustainability-related regulations. By
focusing on their experiences and interpretations, the research seeks to uncover the ways these
professionals understand and adapt to the shifting demands of their roles. This aligns with
Burrell and Morgan’s (1979) interpretivist framework, which highlights the importance of
subjective experiences and understanding the social world from the perspective of those

directly involved.

While acknowledging the value of understanding the subjective perspectives of compliance
officers. I also recognize that it is important to incorporate measurable and structured data to
achieve complete and precise insights. Therefore, this study employs a mixed-methods
approach grounded in pragmatism as a guiding philosophical approach framework. This
approach acknowledges the complexity of social issues and recognizes that no single method
can fully capture their multidimensional nature. According to Hodgkinson (et al., 2001) and
Saunders (et al., 2019), Pragmatic science is considered both robust in theory and methodology
because it connects theoretical concepts with practical applications, emphasizing the creation
of knowledge that addresses real-world challenges. Morgan (2007:73) also recognizes that

fully objective or entirely subjective ontological perspectives are insufficient on their own.

By situating this research within the pragmatic paradigm, I prioritize understanding the
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subjective experiences of compliance officers while also considering the broader regulatory
and organizational contexts shaping their perceptions. Similar to Morgan (2007), I
acknowledge that while there is a common "real world," individuals still perceive and
experience it in unique ways. The social world is complex and context-dependent, shaped
through interaction and interpretation (Saunders et al., 2019). Additionally, I align with the
pragmatist perspective that social science should not only aim to understand the world but also
tackle real-world issues, highlighting the practical value and applicability of research

outcomes.

4.4 Data Generation

The survey is conducted through Google Forms, and the questionnaire is divided into three
topical sections: 1. Regulatory Impacts, 2. Responsibilities and Competence 3. Collaboration.
More specifically, the survey includes multiple-choice questions related to various aspects of
compliance work and organizational practices. The purpose of this material in my study is to
provide descriptive numerical data that enable the identification of general trends and patterns
among respondents, and that support the analysis of overall tendencies and relationships within

the sample.

In addition to the closed-ended questions, the survey includes open-ended questions designed
to capture the richness and depth of compliance officers’ perspectives. These questions allow
respondents to express their experiences, beliefs, and concerns in their own words, providing
nuanced insights that purely quantitative data might overlook. This qualitative component
contributes to a more holistic understanding of how compliance officers perceive their roles
and how they think increasing sustainability regulations are reshaping their professional

responsibilities.

Moreover, a purposive sampling approach was employed with the aim of obtaining insights
from individuals possessing specific expertise and professional experience in compliance. This
method ensured that only respondents with relevant responsibilities were included in the study.
In addition, access to my own professional network in both target countries facilitated contact
with suitable participants who had the necessary background for the research. This sampling

strategy also allowed the survey to be distributed through multiple channels, including direct
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invitations, LinkedIn, and in-person interactions, thereby increasing the likelihood of reaching

qualified respondents.

4.5 Data Analysis
4.5.1 Categorizing Survey Data

The way I’ve organized the data is based on a directed content analysis approach, where
existing theories and past research help shape the starting codes. This method provides a
framework by suggesting what to look for in the data. Using this approach, I draw on
established ideas and literature to guide my interpretation, linking the results back to relevant
theories and earlier studies (Hsieh & Shannon, 2005). According to Hsieh and Shannon (2005),
researchers might naturally focus on findings that support existing theories, which can lead to
missing other perspectives or novel insights. Keeping this in mind, I approach the data with an

openness to uncovering new patterns or unexpected themes.

The data preparation process involves organizing both the quantitative and qualitative
responses collected through the survey. I begin by transcribing and structuring the response
material in Excel, which allows for a clearer and more detailed review of the data. This step
helps ensure that all relevant insights are accurately captured and ready for analysis. Next, the
material is examined closely to identify key themes, concepts, or recurring elements within the
responses (Potter & Levine-Donnerstein, 1999). For example, particular challenges or changes
compliance officers face in their daily work because of new sustainability regulations are
brought to light. The categorization is done by identifying patterns, connections, and

differences that emerge across the data.

The analysis is grounded in research on regulatory compliance and organizational responses to
legal change, particularly within the evolving landscape of EU sustainability regulation. Parker
and Nielsen’s (2011) work on regulatory compliance provides a relevant framework for
understanding how professionals respond to regulatory demands in practice. They emphasize
that compliance is not simply about following rules, but involves interpretation, negotiation,
and adaptation within organizational settings. Building on this perspective, my study focuses
on how compliance officers perceive the impact of increasing sustainability regulation on their

roles and responsibilities. Based on both prior research and insights from the empirical
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material, I have developed six key categories to examine how sustainability regulation is
reshaping the compliance function. These categories are: 1. Structural Shifts and the Expanding
Mandate of Compliance, 2. “More Work, Same Resources”: Changing Working Practices
Under Growing Regulatory Pressure, 3. The Rise (and Struggles) of Cross-Functional
Collaboration, 4. Evolving Responsibilities and Interpretive Demands, 5. New Competencies
and Emerging Capability Gaps and 6. The Future Role of E&C Functions in Sustainability

Governance (see Figure 9 below).

Structural Shifts and the Expanding Mandate
of Compliance

“More Work, Same Resources™: Changing Working
Practices Under Growing Regulatory Pressure

The Rise (gnd Struggles) of Cross-Fonctional

Previous research on the Collaboration
Survey material legal aspects of CSRE and
role of C'ompliﬂnce Evolving Responsibilities and Interpretive Demands

Wew Competencies and Emerging Capability Gaps

The Future Role of E&C Functions in Sustainability
Governance

Figure 9: Categorization Process

Guided by the interaction between empirical material and theoretical insights, I combine both
inductive and deductive reasoning, ending up in an abductive approach (Suddaby, 2006). This
allows for iterative development of categories that reflect the lived experiences of compliance

professionals navigating regulatory change.

4.5.2 Interpreting Descriptive Statistics and Qualitative Responses

In this study, descriptive statistics are applied to illustrate and interpret the categories emerging
from the survey data. As Saunders et al. (2019) note, descriptive statistics provide a basis for
summarizing large volumes of information in a structured way. This approach allows me to
present the characteristics of the data set quantitatively, offering a clear and accessible
overview of respondents’ answers. In this research, descriptive statistics are used particularly

in relation to multiple-choice, Yes/No, and ranking questions.
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In addition to descriptive statistics, the survey data are further examined through qualitative
analysis. This interpretative approach focuses on the responses to open-ended questions, both
mandatory and optional, allowing for a deeper exploration of underlying perceptions and
insights. The open-ended questions received an average response rate of 80%, indicating strong
engagement from respondents. This provides a solid foundation for qualitative analysis.
However, the overall sample size limits the extent to which quantitative conclusions can be

drawn.

4.6 Validity and Reliability

In social science research, ensuring validity and reliability is essential for producing credible
findings. Validity concerns whether the research measures what it claims to measure, while
reliability refers to the consistency of the research process and results (Bryman & Bell, 2015).

In this study, both internal and external validity are considered.

Internal validity refers to the degree to which the research design and execution accurately
capture the phenomenon under investigation (Saunders et al., 2019). In survey-based research,
this relates to whether the questions posed truly reflect the concepts intended to be studied. To
strengthen internal validity, the survey questions were directly aligned with the research
questions and grounded in existing theoretical frameworks on compliance, CSR, and
sustainability regulation. Furthermore, triangulation was pursued by combining both closed-
ended and open-ended survey items, allowing for both quantifiable patterns and richer
qualitative insights (Creswell & Plano Clark, 2006). Internal validity can be threatened by
leading questions or participants misinterpreting survey items. Including open-ended questions

allows participants to clarify or nuance their responses, reducing the risk of misrepresentation.

External validity, by contrast, concerns the extent to which the findings of this study can be
generalized beyond the immediate research context (Saunders et al., 2019; Yin, 2018). Since
the study focuses on compliance officers in Nordic organizations, its results are inherently
context-specific and may not fully apply to other institutional or cultural settings. However, the

Nordic context provides a relevant case due to its strong tradition of corporate responsibility
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and rapid adoption of EU sustainability regulations, suggesting that insights from this study
may hold transferability to similar institutional contexts. The study, therefore, does not claim
universal generalizability but rather offers analytically generalizable insights that can inform

both academic debates and practical discussions in comparable settings.

Reliability refers to the consistency and dependability of research findings if the study were
repeated under similar conditions (Bryman & Bell, 2015). To enhance reliability, the research
design, data collection procedures, and analytical steps have been documented in detail,
allowing for transparency in the research process. Furthermore, the use of structured survey

instruments reduces the likelihood of researcher bias influencing responses, while
anonymization of participants encourages openness and reduces social desirability bias.

Reliability may be threatened by low response rates or inconsistent interpretation of survey
questions (Saunders et al., 2019). To mitigate this, the survey was distributed with clear
instructions, and reminders were sent to encourage participation. Standardized procedures were

also applied in data coding and analysis to reduce inconsistencies.

4.7 Research Ethics

Research ethics generally revolves around the principles of informed consent, voluntary
participation, privacy, and transparency (Resnik, 2020). Similarly, Kang and Hwang (2023)
emphasize that confidentiality in survey studies is critical in fostering trust. For this study,
participants (compliance officers) were assured of anonymity and confidentiality, particularly
because many compliance officers operate in complex organizational environments where their
roles may involve monitoring or reporting on misconduct, managing risk, or implementing
controversial policy changes. Publicly associating specific individuals with internal opinions
or regulatory critique could pose reputational risks or create tension within their organizations.
To address this, all identifying details were anonymized during transcription and data
presentation, and the survey questions were designed to focus on systems, processes, and
professional roles, rather than individual or company performance, to minimize risk and

encourage candid responses (Tracy, 2010).

Ideally, respondents share personal experiences and opinions related to ethical concerns in their

59



organizations. Therefore, it is important to protect respondents' identities and ensure that their
responses cannot be traced back to them or their organization. As Bell, Bryman, and Harley
(2019) note, ethical qualitative research in corporate environments often faces a dilemma

between accessing rich data and ensuring participants feel secure enough to speak freely.

Providing respondents with a clear explanation of the research topic and objectives prior to
participation enables them to make an informed choice about their involvement. As Lupia and
Elman (2014) argue, the credibility of evidence-based claims depends not only on the rigor of
the research design and analysis but also on the openness with which these elements are
communicated. Transparency is particularly crucial in this study, given that the research design
combines multiple approaches and involves several methodological considerations and
inherent limitations. To enable others to evaluate the validity and reliability of the findings, as
well as to appreciate the methodological nuances, I consider it essential to maintain openness
and clarity throughout the entire research process. Accordingly, I present the findings in an
accurate and balanced manner, acknowledging both favorable and unfavorable results, and
avoiding selective reporting that might distort the overall understanding of the research topic

(van der Steen et al., 2019).

Moreover, ethical reflexivity plays an important role in organizational studies. Reflexivity
involves the researcher’s ongoing critical awareness of their own position and potential
influence on the research process (Tracy, 2010). It is important for a researcher to be mindful
of their own ethical obligations. This means striving to remain neutral, being aware of potential
biases, and taking care not to unintentionally reinforce existing power imbalances (Eriksson &

Kovalainen, 2015).

From a sustainability perspective, ethics is closely tied to how companies conceptualize,
measure, and disclose their environmental and social impacts. For researchers, this raises
important ethical considerations, as sustainability disclosures are not neutral representations
but socially constructed narratives that can both reveal and obscure organizational practices
(Gray, 2010; Laine & Glover, 2022). This creates a form of sustainability “expectation gap”
analogous to the audit expectation gap: a gap between what stakeholders expect companies to
achieve in terms of responsible conduct and what organizations are actually able or willing to

implement in practice.
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Ethical research on sustainability reporting, therefore, requires critical awareness of how
organizations frame their ESG activities and sensitivity to the implications of reproducing or
challenging these narratives in academic work. As Bansal and Corley (2011) argue, qualitative
research often involves balancing normative ideals with descriptive realities. Applied to CSR
and sustainability research, this means navigating the tension between what organizations
claim they ought to do and what they actually do. This duality places a particular ethical
responsibility to engage reflexively with the data and to ensure that interpretations remain both

critical and fair.

4.8 Limitations of the Empirical Findings and Analysis

4.8.1 Differences in National Regulation

Although Finland and Sweden share many features of Nordic corporate governance, such as
high trust, stakeholder orientation, and strong welfare-state norms, their inclusion in this study
serves primarily to situate the findings within a broader Nordic organizational context rather
than to enable systematic cross-national comparison. In Finland, sustainability and responsible
business conduct have increasingly been embedded into corporate governance structures, partly
driven by more direct state ownership and regulatory steering (M@honen & Johnsen, 2019).
This may help explain why Finnish respondents reported stronger integration between

sustainability and compliance and a more proactive role in CSRD adaptation.

Sweden, by contrast, has followed a more cautious legislative trajectory. While Sweden has
historically been considered a frontrunner in sustainability reporting, the national transposition
of the CSRD has been delayed and is expected to be fully implemented no earlier than mid-
2025, with the first mandatory reporting based on FY2026 data (Regeringskansliet, 2024). This
delay means that many Swedish organizations are still preparing, interpreting requirements,
and testing reporting processes, rather than fully operationalizing them. Such institutional
differences likely influence why Swedish respondents perceived sustainability compliance as
more administratively burdensome, less strategically embedded, and only partially integrated

with core compliance functions at the time of data collection.

Together, these contextual distinctions strengthen the interpretation that the stronger ESG-
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compliance integration observed in Finland is not only organizational but also institutionally
supported, whereas Swedish compliance teams are currently operating in a more transitional
and uncertain regulatory phase. To address this limitation, the analysis keeps its primary focus
on the EU-level regulatory dimension of sustainability reporting, rather than country-specific
implementation, ensuring that institutional differences between Finland and Sweden inform

interpretation without becoming the main explanatory lens.

4.8.2 Generalizing Survey Findings

First, the survey includes only 19 respondents, which restricts statistical significance and limits
the ability to draw broad conclusions about the Ethics & Compliance (E&C) profession. The
sample is strongly skewed toward large organizations, where 8 out of 19 respondents work in
companies with 1,000-4,999 employees, and others predominantly represent large-scale
operations. This means that the findings primarily reflect mature compliance environments and
may not represent the structures, challenges, or resource constraints of small and medium-sized

enterprises.

From a geographical perspective, the respondent group is concentrated in Sweden and Finland,
with Finland being slightly more represented. Norway, Denmark, and Iceland are not included,
and therefore, potential governance and regulatory differences across the Nordics, particularly
concerning sustainability reporting practices and organizational structures, are not captured in
the data. As a result, the insights presented in this study should be understood primarily as
applicable to Swedish and Finnish corporate contexts, rather than to Nordic business
governance as a whole. The industry distribution is also fragmented, with 11 different
industries represented by 25 respondents. While this reflects a diverse business landscape, the
low number of responses per industry means the results cannot reliably identify industry-
specific patterns. Similarly, all respondents (25) report that their company is included in the
first wave of CSRD reporting, creating a bias toward organizations already deeply engaged in

sustainability compliance.
In terms of individual demographics, there is a clear gender imbalance: 17 respondents are
female, whereas male respondents (6) and those selecting “prefer not to answer” (2) remain

underrepresented. Age distribution is similarly concentrated, with nearly half of respondents
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(12 of 25) falling into the 40—49 age group; the remaining participants are distributed across
the 30-39 (6), 50-59 (5), and 20-29 (2) age brackets. Experience levels are notably skewed
toward senior professionals: 15 respondents report over 10 years of work in Ethics &
Compliance, while only 2 respondents have fewer than 3 years of experience, indicating that

early-career perspectives remain limited in this dataset.

Taken together, these factors suggest that the results are most representative of large Nordic
organizations with experienced, female-majority E&C teams operating in Finland and in
Sweden, and may not fully capture the reality of smaller companies and underrepresented
industries. These limitations should therefore be considered when interpreting the findings and

assessing their broader applicability.

4.8.3 Analytical Limitations

While participants represent organizations from sectors where ESG and sustainability risks are
particularly salient, the study does not conduct a sector-by-sector comparison, nor does it
analyze industry-wide differences in compliance practices. Because the sample spans multiple
industries, the data cannot be used to make claims about sector-specific dynamics, maturity
levels, risk profiles, or regulatory interpretations unique to particular fields (e.g., financial
services vs. manufacturing). Any industry-related patterns that might exist remain outside the
scope of the analysis. Therefore, the findings should be understood as reflecting cross-sectoral

perceptions rather than industry-level perspectives.

The study explores how E&C officers perceive sustainability regulation and its effects. These
insights offer valuable interpretive understanding but do not verify whether organizations act
in alignment with these perceptions. The analysis, therefore, reflects subjective interpretations
rather than objective assessments of compliance effectiveness or actual organizational
behavior. Simultaneously, the experiences of sustainability teams, HR, procurement, risk
management, or executive leadership, whose roles are closely intertwined with sustainability
governance, are not included in the empirical data. While this professional focus provides
analytical depth into the compliance function, it restricts the ability to analyze cross-functional

interpretations or to validate findings against perspectives from other key organizational actors.
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5. EMPIRICAL FINDINGS AND ANALYSIS

5.1 Overview of the Dataset and Analytical Strategy

The following data analysis presents the integrated analysis of the survey conducted (n = 25)
using a concurrent triangulation design (Creswell & Plano Clark, 2006). Quantitative evidence
from closed-ended items is analyzed alongside a directed content analysis of open-ended
responses; the two strands are then integrated into joint interpretations for each category. The
categories reflect the a priori coding frame developed from both the literature review and
survey responses: 1. Structural Shifts and the Expanding Mandate of Compliance, 2. “More
Work, Same Resources”: Changing Working Practices Under Growing Regulatory Pressure,
3. The Rise (and Struggles) of Cross-Functional Collaboration, 4. Evolving Responsibilities
and Interpretive Demands, 5. New Competencies and Emerging Capability Gaps and 6. The

Future Role of E&C Functions in Sustainability Governance.

Respondents represent 25 large organizations (over 1000 employees) headquartered in Finland
(n =13) and Sweden (n = 12). The sample spans multiple ESG-relevant industries, including
manufacturing and industrial production, financial services, retail and consumer goods, IT and
telecommunications, construction and real estate, transport and logistics, energy and utilities,
agriculture, and mining. The dataset includes a set of Likert-type items measuring perceived
changes in compliance work (e.g., workload, priorities, daily practices, regulatory impact),
collaboration drivers and effectiveness, and several open-ended questions probing structural
effects of sustainability regulation, cross-functional collaboration experiences, shifting
responsibilities, and future capability needs. Given the modest sample size, the quantitative
results are interpreted descriptively, with patterns explored across groups (e.g., country,
organizational size, industry category) to support nuance-seeking rather than statistical

inference.

5.2 Structural Shifts and the Expanding Mandate of Compliance

The category Structural Shifts and the Expanding Mandate of Compliance captures how
respondents perceive EU sustainability regulation, particularly the CSRD and forthcoming due

diligence reforms, as reshaping the organizational role, positioning, and expectations of the
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Ethics & Compliance (E&C) function. Their accounts suggest not a simple expansion of tasks,
but a more fundamental structural reconfiguration. Compliance officers describe changes in
their proximity to strategic decision-making, their degree of integration with core functions
such as Finance and Sustainability, and the distribution of responsibilities across governance
systems. These perceptions indicate that sustainability regulation is not merely operational but
institutional in its effects. This is not a minor adjustment but a change in its very ‘structure’, its
priorities, strategic visibility, and level of integration with core functions like Finance and
Sustainability. The "expanding mandate" captures the shift from a narrow, legalistic role to one

encompassing strategic sustainability governance.

The quantitative survey findings support this interpretation. Most respondents (68%, n=17)
report that EU sustainability regulation has changed their team’s priorities to a “moderate
extent” or more, and nearly one-third (32%, n=8) perceive the change as “large” or “very
large.” Moreover, one-third (36%, n=9) say their function has become “more strategic and
visible” in the last two years. These results suggest a perceived movement toward a broader
governance role. However, following the interpretive logic of structuration theory (Giddens,
1984), these findings reflect officers’ own sense-making rather than objective structural

change.

Respondents consistently describe CSRD and ESRS as regulatory forces with institutional
consequences: redistributing authority, reshaping ownership of sustainability reporting, and
redefining what “compliance work” entails. These developments align with scholarship on the
juridification of CSR, which highlights how previously normative expectations are transformed
into binding, auditable obligations embedded in accounting, internal control, and assurance
frameworks (Christensen et al., 2021; Ratsula, 2024). From a legal-dogmatic perspective,
CSRD functions as a structural intervention: it codifies sustainability into enforceable norms
and thereby obliges firms to embed sustainability within existing governance infrastructures.
Compliance officers’ accounts illustrate how this juridified framework is translated into

practice.

Yet the direction of causality remains ambiguous. It is not clear whether the juridification of
sustainability expands E&C’s mandate or whether organizations, already accustomed to relying
on compliance infrastructures for complex legal obligations, strategically assign sustainability-

related tasks to E&C. The data suggests that this relationship is bidirectional and context
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dependent.

Survey results show that over half of respondents (56%, n = 14) now experience strong or full
integration between sustainability and compliance work. However, accountability for CSRD
remains contested: 48% (n = 12) assign primary responsibility to Sustainability, while Finance
and Executive Management each receive 20% (n = 5). These figures indicate that organizations
are still negotiating the allocation of responsibility, with no stable governance model emerging.
Qualitative comments reinforce this fluidity; “we do not have a standalone compliance
department. Instead, compliance is embedded across the organization.” (P12, SWE). This
illustrates a trend toward distributed responsibility, consistent with contemporary,

decentralized governance approaches.

The qualitative material also reveals how integration is uneven and influenced by existing
organizational structures, professional identities, and national context. Many respondents
describe increasing integration of sustainability work into Finance, facilitated by established
data processes and controls. As P3 (FIN) explains, “Ownership of sustainability reporting is
now under finance. The reporting process is fully integrated with financial reporting.”
Similarly, P18 (FIN) describes sustainability tasks becoming embedded across Finance, HR,
procurement, and operations. These accounts suggest a financialization of sustainability
governance, where sustainability obligations are operationalized through the structures,
routines, and logics of financial reporting. This development, however, challenges CSR
scholarship, which conceptualizes sustainability as a domain rooted in values and ethics rather
than financial control (Lambooy, 2014; Liappis et al., 2019). Whether this shift reflects
deliberate strategic choice, the power of financial departments in large organizations, or a
pragmatic response to audit requirements remains unclear. The empirical material suggests

financialization as a plausible emerging tendency, though not a universal one.

Alongside this, several respondents, primarily from Finland, perceive CSRD as clarifying and
simplifying organizational practices. P17 (FIN) reports that EU regulation has “clarified and
simplified the framework providing a common basis for reporting.” Another respondent
similarly states that “The CSRD provides a common basis for reporting sustainability-related
topics, therefore harmonizing practices. The total workload is getting lower.” (P14, FIN.) This
perspective diverges from widely circulated narratives of administrative overload. From a

legal-dogmatic perspective, it reflects the CSRD’s aim to harmonize sustainability disclosures,
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reducing the fragmentation of earlier voluntary frameworks. However, such perceived clarity
may also stem from organizational maturity, strong internal processes, or professional
familiarity with structured legal requirements. As Parker and Nielsen (2011) argue, clarity is
not inherent to regulation but emerges through organizational interpretive processes, a point

that is strongly reflected in these responses.

Conversely, other respondents highlight the transitional and uncertain nature of evolving
structures. One officer states that “We are now more integrated into the DMA process, and
there is increasing overlap with sustainability-related tasks. However, many of these activities
are not yet supported by well-defined processes, which creates uncertainty and coordination
challenges.” (P23, FIN). This demonstrates that structural integration often precedes the
development of supporting systems. Compliance officers find themselves navigating
overlapping responsibilities without clearly defined boundaries, reinforcing the structuration
insight that new regulatory systems are enacted unevenly and negotiated through practice rather

than imposed uniformly.

National patterns further underscore the interpretive nature of structural change. Although
CSRD establishes uniform legal obligations, respondents’ perceptions diverge across Finland
and Sweden. Swedish respondents frequently describe limited structural integration or late-
stage involvement. P1 (SWE) observes: “Not a lot of change yet; sustainability sits mainly with
strategy, not compliance.” P2 (SWE) adds: “We are still seen as administrative rather than
strategic, our input comes at the end of the process.” Yet Swedish perceptions are not
homogeneous: P20 (SWE) views CSRD as “a chance for Compliance to be more involved in
real decision-making.” This perception points to the possibility that sustainability regulation
may serve as an institutional lever that elevates the compliance function from a predominantly

advisory or monitoring role to one with greater strategic influence.

Finnish respondents generally report greater strategic elevation. P14 (FIN) describes CSRD as
providing a “platform for implementing other cross-organizational projects,” and P18 (FIN)
highlights the annual planning cycle’s alignment with both CSRD reporting and strategic
target-setting. These perceptions may reflect higher structural integration, but they may also
stem from this study’s sample characteristics, as several Finnish participants represent very

large organizations where compliance structures are typically more formalized.
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Overall, these findings nuance the assumption of EU-wide convergence in sustainability
governance advanced by Liappis et al. (2019). Rather than pointing to a uniform trajectory of
organizational transformation, the results suggest that the expanding mandate of compliance is
a negotiated and context-dependent development. While juridification introduces binding
regulatory requirements, the extent to which these requirements reshape the E&C function
appears to depend on organizational interpretation, power relations, and historically embedded
role definitions. Viewed through a structuration lens, the compliance function is neither
uniformly expanding nor uniformly marginalized; instead, compliance officers themselves play
an active role in shaping what regulatory expansion comes to mean within their organizational

contexts.

Taken together, the empirical findings indicate that sustainability regulation is generating
institutional change, but not in a uniform or deterministic manner. Rather than a linear
expansion of the E&C mandate, the data reveal a negotiated redefinition of roles,
responsibilities, and organizational positioning that unfolds differently across contexts.
Respondents’ accounts show that CSRD and related reforms function as structural pressures
that prompt organizations to reconsider governance arrangements, yet how these pressures are
interpreted, and which functions gain or lose influence, varies with existing infrastructures,
professional logics, and national traditions. The result is a landscape characterized by partial
integration, emergent financialization, and contested ownership, in which compliance officers
actively shape as much as they respond to evolving regulatory expectations. In this sense, the
“expanding mandate” is best understood as a dynamic, co-constructed process: one that both
reflects and reproduces broader organizational structures, while leaving open multiple

trajectories for how compliance may ultimately be positioned within sustainability governance.

5.3 “More Work, Same Resources”: Changing Working Practices
Under Growing Regulatory Pressure

This category, named “More Work, Same Resources”: Changing Working Practices Under
Growing Regulatory Pressure, captures a central operational tension running throughout the
dataset: sustainability regulation has substantially increased the amount, frequency, and
complexity of compliance work, while resources, staffing, and organizational capacity have

not grown accordingly. This imbalance echoes the “Resource-Based View of Compliance,”
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which holds that compliance effectiveness is structurally constrained by the resources
organizations invest in it (Bird & Park, 2017; Marotta, 2021). It also reflects broader concerns
raised in the Draghi Report (2024) and in the study of the Confederation of Finnish Industries

(2025) regarding regulatory burden and limited administrative capacity in European firms.

Quantitative findings show that 64% (n = 16) of respondents spend “Somewhat more” or
“Much more” time on sustainability-related compliance than two years prior, and 76% (n = 19)
now engage with these tasks “Frequently” or “Almost daily.” Meanwhile, 56% (n = 14) work
in teams of only 1-5 E&C professionals despite representing large organizations subject to
complex reporting and assurance obligations. These patterns reveal a structural demand—
capacity mismatch affecting working practices and workload distribution. However, this study
cannot determine whether regulation alone has caused the observed resourcing imbalance.
Organizations may have historically underinvested in compliance functions, or they may
currently be adopting a “wait-and-see” approach before committing additional resources. The
strain reported by respondents may therefore reflect broader organizational budgeting norms
rather than a direct regulatory effect. At the same time, rising regulation-related costs
(Confederation of Finnish Industries, 2025) may further exacerbate this imbalance by directing
new funding primarily toward sustainability teams, leaving compliance functions

comparatively under-resourced.

The qualitative material illustrates how this pressure manifests in daily practice. Respondents
consistently emphasize administrative burden, increased reporting requirements, and reduced
time for proactive work. P16 (SWE) summarizes the shift “Heavier administration. A
distraction from proactive work. Time spent on reporting on the past ... rather than improving
the future.” Similarly, P4 (FIN) highlights that “the amount of reporting, substance knowledge
requirements, and the need for accurate data have all increased significantly. Officers report
increasing involvement in documentation, data verification, and reporting-related tasks, with
one explaining, “the amount of reporting, substance knowledge requirements, and the need for
accurate data have all increased significantly.” (P3, FIN) From a legal-dogmatic perspective,
this shift is unsurprising. The CSRD/ESRS regime requires detailed disclosures, audit trails,
and defensible methods, making evidence generation and systematization central features of
organizational compliance work. These reflections reveal how sustainability regulation is

experienced not only as an expansion of tasks but as a qualitative transformation of compliance
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work, from advisory and preventative activity toward documentation, data verification, and

evidence management.

Resource scarcity is central to this transformation. P16 (SWE) explicitly links CSRD’s
mandatory nature to the down-prioritization of other work: “resources in Compliance are
limited.” Others express concern about persistent budget constraints: “The persistent lack of
budget... makes it difficult to implement the tools and processes needed.” (P22, SWE) or the
difficulty of meeting timelines without additional support; “it has been challenging to get the
resources needed to follow the timeline, and prioritization has been necessary.” (P19, SWE).
The result is a reactive work posture, as described by P1 (SWE), an operational mode in which
officers must “adapt quickly,” often at the expense of long-term governance development. This
reactive orientation is consistent with the theoretical insight that compliance benefits are long-
term and intangible, while its costs are immediate and visible, making it structurally vulnerable

to underfunding.

At the same time, some caution is necessary. Respondents’ frustration with resource allocation
may partially reflect their own expectations for more influence or earlier involvement. It is
possible that organizations do not perceive all sustainability-related compliance tasks as
requiring additional headcount because they are still evaluating the scale of CSRD’s long-term
impact. Thus, the perceived resource gap may be temporary, reflecting a transitional phase

rather than a settled organizational pattern.

For some, sustainability regulation is even perceived as a diversion from the core compliance
mandate. P7 (SWE) states that these obligations “only take time away from doing the work
required by the program,” signaling frustration that sustainability work dilutes attention from
established compliance areas such as anti-bribery or competition law. P16 (SWE) expresses
similar concerns. This perspective may reflect not only workload pressures but also deeper
issues of professional identity, where E&C officers whose expertise lies in traditional legal-
risk domains may feel less ownership over sustainability work. It is therefore possible that
some of the perceived burden reflects normative tensions regarding what “counts” as legitimate

compliance work.

Officers describe reactive work patterns, constant reprioritization, and pressure to respond to

sustainability demands without sufficient support. Importantly, this study cannot conclude that
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regulation alone has caused these imbalances. Organizations may have historically
underinvested in compliance functions or may currently be delaying new resource
commitments while assessing the long-term implications of CSRD. The observed strain may
therefore reflect broader budgeting norms rather than a direct regulatory effect. At the same
time, respondents’ perceptions suggest that regulation-related costs may further exacerbate
disparities, particularly where new investment flows disproportionately into sustainability

teams rather than compliance structures.

Taken together, these findings depict a compliance function operating in a “more work, same
resources” environment, where increased regulatory obligations coincide with limited
organizational investment. This imbalance forces reactive working patterns, constrains
strategic capacity, and may undermine the long-term robustness of sustainability governance.
The dynamic lends support to the notion of a compliance “cost spiral,” in which regulatory

expansion increases organizational expectations without corresponding resource increases.

In sum, the results here show that sustainability regulation is widely experienced as intensifying
the workload, frequency, and technical complexity of compliance activities without a
corresponding increase in organizational resources. This “more work, same resources”
dynamic produces reactive work patterns, compresses officers’ capacity for proactive
governance, and shifts the nature of compliance work toward documentation, data verification,
and evidentiary processes mandated by CSRD/ESRS. While the study cannot isolate regulation
as the sole driver of this imbalance, given historical underinvestment in compliance and
transitional organizational responses, the perceived strain reflects deeper structural tensions
inherent to juridification: binding sustainability obligations expand faster than the institutional
support structures meant to operationalize them. As a result, compliance officers find

themselves navigating an expanding regulatory landscape with static or insufficient capacity.

5.4 The Rise (and Struggles) of Cross-Functional Collaboration

The Rise (and Struggles) of Cross-Functional Collaboration refers to the dual finding that
collaboration has become a non-negotiable, high-frequency working practice (its ‘rise’), but
that it is hampered by ineffectiveness due to ambiguity, data issues, and unclear roles (its

‘struggles’). The category captures how compliance officers interpret the deepening
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interdependence between Compliance, Sustainability, Finance, HR, Procurement, and
operational teams under EU sustainability regulations. CSRD and ESRS inherently require
cross-functional coordination as sustainability data is dispersed across the organization,
internal controls span multiple functions, and reporting requires shared ownership among
teams with different expertise. Respondents’ perceptions, therefore, offer insight into how
sustainability governance is enacted within organizational structures and how collaboration

challenges reflect broader institutional tensions.

Quantitatively, the rise of collaboration is unequivocal. A large majority of respondents (80%,
n=20) deem collaboration with other departments as having at least “moderate significance”
for sustainability compliance, with 28% (n=7) rating it as “high” or “very significant”. The
frequency of collaboration is highest with Sustainability/ESG teams: 76% (n=19) interact with
them “Frequently” or “Very frequently.” Collaboration with Risk Management/Internal Audit
is similarly substantial (64%, n=16). This shows that sustainability compliance is, at its core,
cross-functional work. E&C often sits in the middle, coordinating between departments that

have different priorities, expertise, and information systems.

Respondents also describe multi-directional information dependencies: 36% indicate
collaboration stems primarily from their need for information from others, 24% because others
need information from them, and 40% because the dependency is mutual. This pattern
highlights how interdependent sustainability reporting has become, with regulatory
interpretation, risk assessment, and data production spread across different parts of the
organization. However, these figures describe perceptions of dependency rather than observed
workflow patterns, so they should be interpreted as indicative of perceived interdependence

rather than conclusive evidence of structural collaboration flows.

Yet despite its centrality, collaboration is perceived as only moderately effective. An
overwhelming 80% (n=20) describe cross-departmental collaboration as merely “Somewhat
effective,” and only 12% (n=3) describe it as “Very effective.” This discrepancy between
necessity and effectiveness reveals a critical friction: collaboration is structurally required but
operationally constrained. It remains unclear whether this moderate effectiveness reflects early-
stage implementation challenges, insufficient organizational readiness, or inherent tensions

between functional silos and the integrated demands of sustainability governance.
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Several respondents identify collaboration as a catalyst for organizational improvement. P4
(FIN) highlights “increased knowledge sharing... siloed working style has decreased” and a
reduction in siloed working styles. P10 (FIN) observes “stronger alignment” and “shared
ownership of sustainability goals,” which contributes to a culture of collective accountability.
Similarly, P20 (SWE) notes the emergence of a “more holistic view and stronger shared
understanding of risks.” These reflections show that, at its best, CFC is not merely logistical

but transformational, fostering integration across functions that previously operated in parallel.

At the same time, officers identify significant challenges linked to role ambiguity and divergent
work cultures. One respondent commented that “different functions have their own ways of
working ... some matters may fall through the cracks if responsibilities are unclear” (P4, FIN),
signaling that despite regulatory pressure for integration, organizational boundaries remain
contested. This implies that collaboration is not simply a structural requirement, but a
negotiated practice shaped by professional identities, internal politics, and interpretive work
(Giddens, 1984). Compliance officers must navigate ambiguous governance architectures,

negotiating with other functions to interpret and operationalize regulatory concepts.

Data and system limitations also impede effective collaboration. Respondents repeatedly
highlight issues such as the “lack of an integrated data platform” (P15, FIN), challenges with
“data collection/harmonization” (P10, FIN), and gaps in ‘“data availability” (P25, FIN).
Sustainability reporting demands data from across the organization and, in some cases, the
value chain. Without unified systems, collaboration becomes manual, time-consuming, and
vulnerable to bottlenecks. One respondent highlighted that “Much of the information required
for sustainability compliance either isn’t collected at all or is incomplete.” (P25, FIN). These
challenges may reflect transitional technological gaps, but they may also indicate deeper
organizational underinvestment in sustainability data infrastructure, complicating the question

of whether collaboration issues stem from people, processes, or systems.

One respondent also notes the time pressure: “ [We are a] big organization and people have
their own job as well to do, so getting an answer may take time.” (P1, FIN). This notion points
to a structural feature of large organizations. While time pressure is indeed a routine
organizational condition, the quotation highlights how coordination latency becomes amplified
when cross-functional collaboration is mandated by juridified frameworks. In large

organizations, workflows are interdependent, responsibilities are distributed, and units operate
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with their own priorities and performance pressures. As a result, compliance officers
experience delays not only as a matter of personal response time but as a systemic outcome of
organizational size, task segmentation, and entrenched work routines. This could be further
analyzed as even where intentions are aligned, cross-functional processes remain slow due to

organizational complexity, hierarchical layers, and competing priorities.

Role ambiguity and resource constraints further weaken collaboration. One officer notes that
“The persistent lack of budget ... makes it difficult to implement the tools and processes needed
to ensure effective compliance collaboration across teams.” (P22, SWE). Furthermore, P4
(FIN) and P24 (FIN) describe “unclear responsibilities,” while P20 (SWE) stresses that
effective cooperation needs also some voluntary efforts; “Everyone is stretched, so progress
depends a lot on coordination and goodwill.” (P20, SWE). This distinction between formal
and informal collaboration structures is analytically important. Formal mechanisms (meetings,
templates, workflows) provide structure, but informal dynamics, such as goodwill, trust, and
personal initiative, remain decisive in determining whether collaboration works. This finding
resonates with organizational research that stresses the importance of relational and cultural
factors in cross-functional work (Tushman & O'Reilly, 1996; Cross & Parker, 2004). However,
it is also possible that the emphasis on goodwill reflects temporary workarounds typical of
early implementation phases. Over time, organizations may formalize clearer structures that

reduce reliance on informal coordination.

Taken together, the qualitative insights reveal a central paradox: sustainability regulation
requires cross-functional collaboration, yet existing organizational systems, responsibilities,
and resource allocations are not fully aligned with this requirement. Collaboration is therefore
both a necessity and a challenge, dependent on interpretive work, informal coordination, and

the ability of compliance officers to bridge gaps in data, processes, and expectations.

In sum, the results here show that cross-functional collaboration has become an indispensable
component of sustainability compliance, yet its effectiveness remains constrained by
ambiguous roles, fragmented data systems, and uneven organizational readiness. While
collaboration offers clear benefits, greater alignment, knowledge sharing, and shared
ownership, it is also marked by delays, coordination challenges, and reliance on informal

goodwill rather than robust structures. These struggles reflect broader institutional tensions:
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sustainability regulation demands integrated governance, but organizational architecture,

technologies, and professional boundaries may not fully have adapted to this requirement.

5.5 Evolving Responsibilities and Interpretive Demands

The following category, Evolving Responsibilities and Interpretive Demands, refers to the
fundamental change in the substance of the E&C officer's job. Rather than merely expanding
existing tasks, CSRD and ESRS introduce qualitatively new responsibilities, particularly in
process design, data governance, and regulatory interpretation. The essence of this
transformation is a shift from oversight to hands-on creation of reporting architectures, and
from rule-following to rule-interpretation, where officers must translate complex and evolving

regulatory texts into operational guidance (Giddens, 1984).

Survey findings clearly highlight this shift in responsibilities. Developing new reporting
processes is described as the most significant change, with 68% (n = 17) rating it as having
“High” or “Very significant” impact. The increased responsibility for ESG data collection and
assurance follows closely (64%, n = 16). Yet these numbers alone do not reveal the complexity
of this evolution. The qualitative material demonstrates that “reporting processes” refers not
simply to producing sustainability reports but to constructing internal control and compliance
architectures that underpin sustainability reporting owned by other functions. Compliance
officers thus find themselves responsible for designing, validating, and monitoring the
structures through which sustainability information becomes auditable, a role they perceive as

both demanding and ambiguous.

Several respondents describe expanding investigative and analytical responsibilities within
sustainability reporting. One officer notes the growing need to engage in continuous monitoring
by “trying to find gaps and risks in sustainability reporting.” (P1, FIN). This indicates a move
toward surveillance and assurance activities traditionally associated with compliance, now
applied to sustainability data and disclosures. Another respondent highlights the demand for
more evaluative practices, mentioning “more qualitative follow-up/KPIs [related to
sustainability reporting]” (P5, SWE), suggesting that compliance officers must now interpret

not only legal requirements but also performance metrics and materiality judgments.
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Alongside these operational responsibilities, respondents report heightened interpretive
demands. Nearly half (48%, n = 12) rated “translating complex sustainability regulations into
operational guidance” as highly significant. One officer describes an extensive suite of new
responsibilities, including “drafting and validating sustainability narratives for annual
reports... conducting double materiality assessments... participating in site visits and supplier
human rights assessments in high-risk regions.” The breadth of this description illustrates the
hybridization of compliance work: technical analysis, narrative assurance, and field-level due
diligence now coexist within the same functional remit. From a juridification perspective, this
represents the embedding of sustainability risks, environmental, social, and human rights, into

formal compliance structures.

Another respondent emphasizes the growing demand for methodological clarity and internal
guidance, noting “Expansion of analyses, clearer methodological requirements for carrying
out, for example, materiality assessments... development of templates and support materials...
internal training related to sustainability reporting and understanding of the framework and
what it means in practice.” (P19, SWE). This articulation captures how compliance officers
perceive themselves as responsible for translating regulatory texts into operational tools,
interpretive frameworks, and training initiatives. Their role is not merely implementing rules
but constructing the very processes through which rules become intelligible inside the
organization. This reflects Parker and Nielsen’s (2011) view that regulation only acquires

meaning through organizational interpretation, not through legal texts alone.

Although compliance officers frequently reference data structures, workflows, and reporting
templates, their comments indicate that they are primarily identifying what is needed for
effective sustainability compliance rather than claiming direct ownership of system design. For
instance, P15 (SWE) notes that data collection has become “more organized and streamlined,”
and P23 (FIN) highlights the need for “investments in systems that support data collection,
monitoring, and reporting.” These reflections point to an awareness that more formalized
infrastructures are necessary to meet CSRD requirements and to perform their own
responsibilities effectively. However, they do not suggest that E&C functions are the architects
of such systems. Instead, the statements illustrate how compliance officers perceive gaps and
dependencies in organizational processes that must be addressed, typically by IT,
Sustainability, or Finance, before compliance work can be performed reliably. The findings,

therefore, indicate involvement through reliance and requirement rather than leadership or

77



ownership in developing sustainability reporting infrastructures.

Compliance officers also describe difficulties in separating the strategic, operational, and
reporting dimensions embedded within CSRD. As one respondent explains, “CSRD mixes
strategy, risk controls, data, and reporting in a way that’s not intuitive for the business. It takes
time to break it down into something we can actually act on.” (P1, FIN). This observation
illustrates a broader theoretical point: sustainability regulation disrupts previously distinct
organizational domains, combining strategic intent, operational processes, risk management,
and disclosure requirements into a single regulatory framework. Such convergence demands
significant interpretive work, as compliance teams must translate abstract regulatory
expectations into actionable procedures despite the absence of established organizational
structures to support this integration. In other words, compliance officers are required to bridge
domains that have not historically interacted closely, navigating ambiguities that arise when

regulatory design outpaces organizational readiness.

In sum, the findings indicate that CSRD-related sustainability regulation is changing the
substance of compliance work by adding qualitatively new responsibilities in reporting process
design, ESG data governance, and regulatory interpretation. Compliance officers describe
increased involvement in developing reporting processes, translating CSRD/ESRS
requirements into internal guidance, and identifying data and control gaps, signalling an
expanding expertise domain consistent with the evolving role of compliance professionals
(Wulf, 2011; Kaptein, 2015; Ratsula, 2024). At the same time, respondents’ descriptions reflect
the hybridization of compliance work: legal interpretation is combined with methodological,
analytical, and training tasks. This is similar to Griffith’s (2016) point that contemporary
compliance is increasingly shaped by complex and voluminous data demands and requires new

analytical, methodological, and evaluative capabilities.

The findings also support Hess’s (2014) critique of overly systematized compliance, as officers
emphasize the need for contextual judgment, qualitative follow-up, and in some cases field-
level engagement (e.g., supplier or site-related assessment) alongside formal reporting
structures. Importantly, however, compliance officers do not present themselves as owners of
reporting systems; rather, their role is often to specify requirements and dependencies while

relying on Finance, Sustainability, and IT for infrastructure development.

78



Overall, the results suggest an emerging, though not yet fully settled, shift toward a more
interpretive, interdisciplinary, and cross-functionally dependent compliance role under CSRD
implementation. Whether these evolving responsibilities represent a durable professional shift
or a transitional phase tied to early CSRD implementation remains unclear. The findings point
to emerging trajectories rather than settled outcomes, highlighting the interpretive and
organizational work required as sustainability regulation continues to reshape the compliance

function.

5.6 New Competencies and Emerging Capability Gaps

New Competencies and Emerging Capability Gaps denote the evolving skillset required of
E&C professionals under sustainability regulation. This category captures the evolving skillset
required of E&C professionals under sustainability regulation and highlights the widening gap
between what is required and what many E&C teams are currently equipped to deliver. “New
competencies” refers to the sustainability-specific, high-demand skills emerging under
CSRD/ESRS, while “emerging capability gaps” denotes the areas where respondents perceive
significant shortages. Together, these patterns point to the formation of a new professional
domain for which traditional E&C training and career pathways have not fully prepared

practitioners.

Survey results reveal strong consensus: most respondents report that new competencies are
required to work effectively under sustainability regulation. However, the qualitative material
provides richer insight into how officers interpret these competency gaps and the implications
they see for their evolving professional identity. Their reflections suggest that capability needs
are not merely additive but transformative, requiring compliance teams to adapt to new forms
of interpretive, analytical, and cross-functional work. However, an increase in perceived skill
needs does not necessarily imply that E&C must become the sole or even primary holder of
these competencies; organizations may distribute these skillsets across sustainability, finance,
or risk teams. The data reflects respondents’ perceptions of what they feel is needed rather than

a definitive map of organizational capability requirements.

The most pronounced increase concerns the ability to interpret EU-level sustainability

regulation in the local organizational context. More than half of respondents (52%, n=13) report
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a “Substantial” or “Significant” increase in the need for this competency for the future.

Substantive expertise requirements have also grown rapidly. Human rights and due diligence
knowledge saw increased demand for 40% (n=10) of respondents, while expertise in
environmental regulation and EU Taxonomy concepts increased for 36% (n=9). These areas
traditionally belonged to CSR, sustainability, or ESG departments. Their emergence within
E&C signals a convergence of ESG and regulatory governance domains. But it may also
indicate that organizations have not yet fully clarified role boundaries under CSRD, leading
E&C officers to absorb responsibilities by default rather than design. It is therefore possible
that some of these competency pressures reflect temporary ambiguity rather than a stable

redefinition of the E&C profession.

In contrast, the demand for traditional E&C competencies, such as anti-bribery and anti-
corruption (ABAC) or antitrust/compliance law, remains largely unchanged. A majority
reported “No increase” in demand for ABAC (60%, n=15) and antitrust/competition law (56%,
n=14). This does not imply that these domains have become less important, but rather that they
are perceived as institutionalized and mature, with established processes and expectations. One
possible interpretation is that attention has shifted toward sustainability challenges under
CSRD, temporarily overshadowing traditional risk domains. This interpretive bias must be

acknowledged: stability in perceived demand does not mean stable underlying risk.

Qualitative responses provide a granular view of these emerging competencies and capability
gaps. Respondents emphasize the rising importance of data literacy and technological
proficiency. P10 (FIN) calls for “advanced data analytics capabilities,” while P4 (FIN) stresses
the need for the “ability to understand and use data.” P15 (FIN) also highlights the need to
work with “generative and other types of A’ to improve efficiency. These reflections indicate
that respondents see sustainability reporting not only as a legal exercise but as fundamentally

data-driven, requiring fluency in metrics, systems, and automation.

Officers additionally identify specific substantive knowledge gaps that are becoming essential
under CSRD/ESRS. These include “deeper expertise in human rights” (P23, FIN), “knowledge
of sustainability legislation and key concepts such as due diligence” (P3, FIN), and familiarity
with “ESG metrics, controls, and assurance requirements” (P20, SWE). These competencies
reflect the juridification of areas that previously fell outside the compliance mandate, signaling

a transition towards hybrid legal-sustainability expertise. Under structuration theory, this can
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be read as compliance officers re-constructing their role identity in light of new legal structures:
they interpret sustainability regulation as expanding the boundaries of what “counts” as

compliance expertise.

Strategic and interpretive competencies also appear increasingly important. P9 (FIN) and P18
(FIN) emphasize “strategic thinking,” while P19 (SWE) highlights the need to “...interpret
complex sustainability regulations and translate them into actionable policies”. These
reflections suggest that E&C’s role is expanding into strategic advisory territory. Yet
respondents’ aspirations for a more strategic position may overstate the extent to which
organizations currently rely on E&C for high-level decision-making. The study cannot
determine whether these competencies are organizationally recognized or whether they reflect

E&C’s self-perception of its ideal role.

Leadership support appears as another structural precondition. One respondent notes that
“Concrete support from top management is considered essential” (P16, FIN), highlighting that
senior management backing is essential for resourcing, legitimacy, and prioritization of training
and capability-building. Without such support, the expanded competency expectations can risk

remaining normative ideals rather than operational realities.

Officers also underline the need for adaptability and continuous learning, remarking that they
“have to adapt quickly as new regulations come and go” (P1, FIN), and that there is an
“ongoing need to develop and update our skills in response to changes across the
organization.” These reflections illustrate that capability development is not a one-off
adjustment, but an ongoing process shaped by shifting regulatory expectations and evolving
organizational roles. From a structuration perspective, this underscores that E&C work unfolds
within a fluid environment in which regulatory structures, organizational practices, and
professional identities are continually renegotiated. Competency gaps, therefore, cannot be
understood as fixed deficiencies; they are moving targets that change as sustainability

regulation and corporate governance systems mature.

Taken together, the findings demonstrate that sustainability regulation is reshaping the
competency landscape of the E&C profession, generating demand for new interpretive,
technical, and substantive skills that extend far beyond traditional compliance training. Officers

report growing expectations for expertise in sustainability regulation, human rights, due
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diligence, data governance, and analytical methods, competencies that many perceive as
underdeveloped within current teams. These emerging capability gaps reflect not only
increasing regulatory complexity but also the transitional state of organizational role
boundaries, as responsibilities for ESG-related legal interpretation and data assurance remain
fluid across functions. While respondents view continuous learning, technological fluency, and
strategic interpretive abilities as essential for future effectiveness, the extent to which

organizations will formally allocate these competencies to E&C remains uncertain.

5.7 The Future Role of E&C Functions in Sustainability Governance

The final category, The Future Role of E&C Functions in Sustainability Governance, draws
together the theoretical framework and the empirical patterns established in Sections 5.2-5.6.
This final category conceptualizes the E&C function as an emerging governance infrastructure
that is likely to play a formative, though not predetermined, role in how companies adapt to
EU sustainability regulation in the years ahead. The analysis does not assume that E&C will
automatically become the central actor in sustainability governance. Rather, it argues that E&C
possesses specific structural, interpretive, and relational capacities that could shape
organizational adaptation in distinctive ways, depending on how organizations mobilize,

resource, and integrate the function.

From the structuration perspective (Giddens, 1984), sustainability regulation, such as CSRD
and forthcoming due diligence regimes, represents new structural conditions: they define rules,
allocate responsibilities, and embed sustainability into organizational processes previously
dominated by financial and legal logics. However, these structures do not determine
organizational practice on their own. They must be interpreted, translated, and enacted. This
interpretive work, visible throughout the empirical findings on new responsibilities (5.5),
emerging competencies (5.6), and contested role boundaries (5.2), positions E&C as a key
organizational node with the potential to shape how sustainability regulation becomes

institutional reality.

E&C can shape adaptation by functioning as an interpretive authority. The findings show that
organizations struggle with translating complex regulatory requirements into actionable

processes. E&C officers already possess expertise in regulatory interpretation, internal control,
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and compliance logic. As sustainability regulation becomes more juridified (Christensen et al.,
2021; Ratsula, 2024), this expertise could allow E&C to guide organizational interpretation of
CSRD/ESRS, ensuring that regulatory expectations are not only understood but internalized
into governance routines. Whether E&C becomes a dominant interpretive authority will depend
on interdepartmental dynamics and organizational politics, but the function is structurally well-

positioned to contribute.

This interpretive function interacts with the technical ESG knowledge of Sustainability teams.
Sustainability units possess deep expertise in environmental metrics, human rights due
diligence, and stakeholder expectations, whereas E&C contributes experience in legal
interpretation, documentation, auditability, and internal control. These represent
complementary institutional logics. Yet the balance between these logics may evolve unevenly
across organizations. Some may centralize CSRD responsibilities in Sustainability, others may
shift them toward Finance or Internal Control, and still others may rely on hybrid structures.

The data does not reveal which governance configuration is likely to dominate.

E&C can shape adaptation by designing and stabilizing cross-functional processes and
controls. Sections 5.4 and 5.5 illustrate that sustainability governance requires data, judgments,
and decisions dispersed across Finance, Sustainability, HR, Procurement, operations, and the
value chain. E&C’s established experience in building and monitoring internal control systems
positions to support the creation of integrated reporting architectures, clarify responsibilities,
and mitigate coordination failures. If E&C contributes to designing these systems now, it may
significantly influence how sustainably embedded, auditable governance structures develop
over time. This aligns with literature conceptualizing compliance as a capability-building
function rather than merely a monitoring body (Bird & Park, 2017; Miller, 2014; Marotta,
2021). However, the study cannot determine whether E&C is assuming these responsibilities
because organizations view it as the most suitable function or because other functions lack
capacity during early implementation. The sustainability governance architecture is still in
formation, and E&C’s current involvement may be reflective of organizational necessity rather

than strategic choice.

E&C can shape adaptation by articulating capability needs and professionalizing sustainability
governance. The competency gaps identified in Section 5.6 suggest that organizations currently

lack much of the expertise required by CSRD/ESRS. E&C could help shape adaptation by
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identifying methodological, data, and interpretive gaps; advocating for capability-building;

and, in some organizations, developing hybrid legal—sustainability expertise.

E&C can shape adaptation by reinforcing accountability and risk governance logics within
sustainability work. The rise of financialization and internal control structures in sustainability
reporting (Section 5.2) indicates that organizations are already drawing on compliance
infrastructures. E&C’s established risk-based methodologies and audit-aligned routines could
stabilize sustainability governance by translating diffuse sustainability concerns into
assessable, traceable, and reportable elements. This may enhance reliability, but it could also
shift sustainability governance toward measurable and auditable risks at the expense of broader
ethical or societal concerns. Thus, the influence of E&C is potentially double-edged: it can
strengthen governance rigor but may also narrow what “counts” as sustainability within the

firm.

E&C can shape adaptation indirectly by defining what sustainability governance becomes
through everyday practice. Structuration theory emphasizes that structures are reproduced
through practice. The findings show E&C officers already negotiating boundaries,
responsibilities, and interpretations. Even without formal authority, E&C’s involvement in
cross-functional activities, materiality assessments, data validation, policy drafting, and due
diligence procedures can gradually shape organizational expectations about who should do
what, how sustainability risks should be understood, and which forms of evidence matter. Over
time, these micro-level practices can potentially contribute to the institutionalization of

compliance as a core component of sustainability governance.

However, E&C’s potential influence is conditional rather than automatic. The empirical
findings also illuminate factors that may limit E&C’s ability to shape organizational adaptation:
Resource constraints may prevent E&C from moving beyond reactive, documentation-focused
work. Cross-functional ambiguities may weaken E&C’s authority in shaping systems or
interpretations. Competency gaps could undermine E&C’s legitimacy in domains traditionally
owned by Sustainability or Finance. National and organizational variation show that E&C’s
strategic elevation is far from uniform. Thus, while E&C can shape adaptation, its role will
depend on organizational design choices, power dynamics, and investment priorities. Some
companies may leverage E&C as a central integrative actor; others may treat compliance as a

narrow assurance function with limited strategic influence.
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When viewed as an emerging governance infrastructure, E&C can contribute to shaping
corporate adaptation to EU sustainability regulation in several interconnected ways: by
interpreting regulatory expectations, designing cross-functional systems, articulating capability
needs, reinforcing accountability structures, and influencing everyday organizational practices.
Yet its influence is neither guaranteed nor uniform. It will depend on how organizations
navigate resource allocation, professional boundaries, and the broader institutionalization of
sustainability governance. In this sense, E&C’s role in shaping adaptation is best understood
not as a predetermined outcome but as an ongoing, negotiated process, one that could evolve
toward either deeper integration and strategic influence or a more constrained, formalistic role,

depending on how companies resolve the tensions revealed in this study.
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6. DISCUSSION AND CONCLUSION

6.1 Research Summary and Reflection

This research set out to investigate the evolving role of Ethics & Compliance (E&C) officers
in the context of the EU’s rapidly expanding sustainability regulation. Using an interpretive
analysis of survey data, the research investigated how compliance professionals perceive and
respond to regulatory change at the organizational level. Overall, the findings provide
meaningful insight into these themes, but the degree to which each question is fully answered
varies. The analysis was guided by three research questions, each of which is reflected upon

below.

The findings provide a relatively strong answer to the first research question (1) How do Ethics
and Compliance (E&C) officers perceive the impact of sustainability regulation on the
structure, working practices, and cross-functional collaboration of compliance work?
Respondents consistently report increased workload, heightened administrative pressure, and
a shift toward more reactive and reporting-driven modes of work. Sustainability regulation is
experienced as significantly transforming everyday compliance practices through new
documentation requirements, internal controls, and audit-readiness expectations. These
perceptions align with prior compliance research suggesting that regulatory costs are
immediate while benefits are long-term, rendering compliance functions structurally

vulnerable to under-resourcing.

Regarding collaboration, the results indicate that sustainability regulation requires close cross-
functional cooperation, particularly with Finance, Sustainability, IT, and general Risk
Management functions, as primary responsibility for CSRD reporting most often lies within
these areas. Officers describe sustainability as a shared organizational responsibility that lacks
fully developed supporting structures. Collaboration is therefore both necessary and difficult,
constrained by unclear roles, divergent professional logic, data gaps, and system limitations.
This pattern reflects structuration theory’s insight that governance routines emerge through

negotiation and improvisation rather than through uniform top-down insight.

Structural change is addressed less conclusively. Many Finnish respondents describe stronger
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integration of compliance with other governance functions, while several Swedish respondents
depict a more peripheral or administratively focused compliance role. These national
differences suggest that CSRD does not impose uniform organizational restructuring. Instead,
legal norms are interpreted and enacted within existing organizational power relations and
professional identities. CSRD’s legal-dogmatic authority provides the structural frame, but its
meaning is realized through situated organizational sense-making. However, because the data
relies on compliance officers’ perceptions rather than formal organizational mappings, the
study cannot determine how governance structures have objectively changed. Structural

transformation is therefore described interpretively rather than institutionally.

Incorporating complementary document analysis (e.g., organizational charts, role descriptions,
or governance policies) could have provided an additional analytical layer. Such materials
would not have replaced the interpretive focus on meaning-making but could have supported
it by situating officers’ accounts within their formal organizational contexts. This would have
enabled a more nuanced discussion of how perceived role change relates to formally defined

structures.

The second research question (2) How do E&C officers perceive the impact of sustainability
regulation on their responsibilities and required competencies? is answered most clearly and
directly. Across both quantitative and qualitative material, respondents describe a shift toward
interpretive, governance-building, and advisory responsibilities. They report increased
involvement in translating ambiguous regulatory texts into actionable processes, supporting
double materiality assessments, validating sustainability data, and guiding internal actors
through new reporting and control requirements. These evolving responsibilities reflect an

emerging hybrid role at the intersection of law, ethics, and organizational strategy.

Officers’ reflections also indicate that compliance expertise is expanding beyond traditional
legal oversight toward a combination of legal interpretation, methodological design, analytical
work, and internal training. This aligns with the literature on the professionalization of
compliance and the growing importance of interdisciplinary competence. At the same time,
respondents do not present themselves as owners of reporting systems or data infrastructures.
Instead, they describe their role as identifying requirements and dependencies while relying on
Finance, Sustainability, and IT for system development. The findings thus point to role

expansion through interpretation and coordination rather than technical ownership.
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However, the study captures perceived competence demands rather than objectively measured
skills or organizational capacity. It does not assess how competence gaps are addressed through
training, recruitment, or resourcing. The findings, therefore, reflect professional self-
understanding rather than institutionalized capability. Moreover, the limited and self-selected
sample restricts generalizability beyond the contexts studied. Including respondents from
different functions would have enabled triangulation across organizational roles and provided

a more comprehensive view of how sustainability governance is institutionalized in practice.

The third question (3) In what ways can E&C functions help shape how companies adapt to
EU sustainability regulation in the coming years? is answered more tentatively than the first
two. The findings suggest that E&C functions may contribute to organizational adaptation
primarily by acting as regulatory interpreters, governance coordinators, and strategic enablers.
Officers describe how they translate sustainability regulation into organizational guidance and
use the binding force of EU law to reframe sustainability from a voluntary initiative into a
mandatory governance obligation. In this sense, compliance can strengthen the internal

legitimacy of sustainability investments and organizational change.

This interpretive role is particularly significant. As Stromberg (2015) observes, legal
interpretation often requires ethical reasoning. The officers’ reflections indicate that their task
is not merely to identify legal minimum requirements but also to interpret the ethical intent
behind sustainability regulation, namely its aims of transparency, accountability, and societal
responsibility. Through this interpretive function, E&C officers may elevate their role from
safeguarding “what is legal” to guiding organizations toward “what is right,” positioning

compliance as a mechanism for embedding ethical governance within the sustainability agenda.

At the same time, the findings show that many E&C officers are currently absorbed in
operational burdens related to documentation, data validation, and fragmented workflows.
These pressures limit their strategic capacity, even though the potential for a more strategic
role is visible in the data. The study, therefore, identifies possible developmental pathways

rather than established outcomes.

The results further indicate that complete structural integration between Sustainability and

Compliance is neither universal nor necessarily desirable. The two functions operate under
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different institutional logics: sustainability teams emphasize ESG performance, normative
commitments, and technical domain expertise, whereas compliance officers approach
sustainability through legal obligations and risk control. Rather than merging these functions,
the findings point to the value of a complementary partnership in which each reinforces the
other’s authority and capabilities. Sustainability teams may benefit from the compliance
function’s ability to invoke legal obligation in situations where sustainability initiatives face

internal resistance.

As organizations increase investment in sustainability transitions, risks related to ESG data
integrity, greenwashing, and human rights violations in supply chains may also intensify. The
data suggest that E&C officers are well-positioned to articulate that credible sustainability
performance depends on robust governance, internal controls, and ethical culture, not solely on

reporting outputs.

Because this research question is forward-looking, it cannot be fully resolved empirically
within the scope of this study. The conclusions are based on current perceptions and emerging
practices rather than observed long-term organizational adaptation. The results should therefore

be interpreted as analytically grounded projections rather than predictive claims.

Taken together, the study answers the research questions most convincingly with respect to
perceived role change and competence development, whereas structural transformation and
future organizational impact remain more exploratory. The findings portray a profession
navigating a complex landscape of juridification, in which the boundaries between law, ethics,
and corporate strategy are being renegotiated. At the same time, the analysis is limited to the
perspective of compliance officers and to a specific phase of regulatory transition, which

constrains the scope of the conclusions that can be drawn.

The research thus provides insight into how compliance officers interpret and experience
sustainability regulation, but not into how organizations as a whole institutionalize it in formal
governance arrangements. Nor can it determine whether the observed role expansions represent
durable professional shifts or transitional responses to early-stage CSRD implementation.
These limitations highlight the need for future research adopting longitudinal designs,
incorporating multiple organizational perspectives, and examining formal governance

structures alongside professional sense-making.
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In conclusion, the juridification of sustainability does not appear to sideline the E&C function
but rather creates conditions for its potential reconfiguration. Rather than being subsumed
under sustainability, E&C officers may develop a strategic alliance with sustainability
functions, grounded in their distinctive expertise in law, governance, and ethical reasoning. By
acting as interpreters of regulation, partners in governance design, and advisors in
organizational adaptation, they can contribute to building more resilient and accountable

organizations capable of navigating the complexities of EU sustainability regulation.

6.2 Theoretical Contribution

This study contributes to three interconnected theoretical domains: the juridification of
corporate social responsibility (CSR), legal-dogmatic understandings of sustainability
regulation, and structuration-based theories of organizational responses to law. By integrating
these perspectives, the study advances existing theory on how EU sustainability regulation
reshapes internal governance and professional roles, particularly within ethics and compliance

(E&C) functions.

First, prior scholarship conceptualizes juridification as the transformation of voluntary CSR
norms into binding legal obligations (Christensen et al., 2021; Vanhala et al., 2022; Ratsula,
2024). This study extends that perspective by demonstrating that juridification operates not
only at the level of corporate obligations but also at the level of organizational roles and
professional identities. The findings show that compliance officers perceive sustainability
regulation as expanding their mandate into areas previously associated with CSR, sustainability
strategy, or technical ESG expertise. Juridification is thus revealed as an organizational and
professional realignment process, in which authority over sustainability issues is redistributed
across multiple functions, while responsibilities and information flows remain unsettled within

many organizations.

This extends juridification theory by highlighting its internal governance effects: juridification
reshapes who is authorized to interpret, justify, and operationalize sustainability requirements
inside organizations. In this sense, juridification produces institutional, cultural, and role-based

transformations in addition to normative legal change. Compliance work itself is redefined, as
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ESG interpretation, data governance, and cross-functional coordination become incorporated

into the compliance domain.

Second, from a legal-dogmatic perspective, CSRD and ESRS are binding norms whose
meaning is derived from their textual structure, regulatory hierarchy, and doctrinal coherence.
This study contributes to legal-dogmatic scholarship by examining how these norms are
perceived and enacted by organizational actors responsible for implementation. The findings
indicate that compliance officers experience CSRD not as a static legal framework but as a
dynamic interpretive system that requires methodological choices (such as double materiality),

documentation structures, and evidentiary reasoning.

Moreover, the study shows that key operational requirements, such as internal controls,
traceability, and audit readiness, are not always explicitly mandated by legal texts but are
inferred by practitioners from the logic of the regulatory framework. This demonstrates that
legal-dogmatic norms acquire practical meaning only when embedded in organizational
infrastructures, including data systems, governance models, workflows, and accountability
arrangements. The contribution lies in showing that legal norms do not translate directly into

practice but are operationalized through professional interpretive labor.

Third, the study advances structuration-based understandings of regulation by providing
empirical evidence of the duality between structure and agency in sustainability governance.
Structuration theory conceptualizes actors as both constrained by and constitutive of the
structures within which they operate. The findings illustrate this dynamic by showing how
compliance officers actively interpret ambiguous regulatory expectations, negotiate boundaries
with other functions, and advocate for organizational arrangements that enable sustainability

compliance.

Compliance officers’ perceptions of role expansion, resource strain, or strategic elevation are
not merely reflections of organizational reality but part of the process through which
governance structures are reproduced or contested. National differences between Finnish and
Swedish respondents further support structuration theory’s core claim that identical legal
structures can generate divergent organizational outcomes depending on local practices,

professional identities, and institutional contexts.
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Taken together, the study contributes theoretically by demonstrating that sustainability
regulation is not solely a legal development but a governance transformation mediated through
professional interpretation, organizational resources, and institutional contexts. Compliance
officers emerge as central actors in this process, simultaneously constrained by regulatory
structures and actively shaping their organizational realization. The study therefore connects
juridification, legal dogmatics, and structuration theory into a unified explanation of how

sustainability regulation is translated into corporate governance practice.

6.3 Managerial Implications

Ambiguity over who “owns” CSRD responsibilities creates practical risks for organizations.
The findings show that unclear role definitions between Sustainability, Finance, Compliance,
and Risk functions contribute to coordination problems, duplicated efforts, and gaps in
reporting and control processes. To mitigate these risks, organizations should explicitly define
functional mandates and decision rights in sustainability governance and formalize
collaboration structures rather than relying on ad hoc coordination. Governance models such
as the Three Lines of Defense can provide a useful reference point for clarifying responsibilities

and escalation paths.

Compliance officers consistently report that CSRD implementation depends heavily on data
quality, documentation, and traceability. This implies that investment priorities should not
focus solely on sustainability expertise, but also on data systems, documentation tools, and
internal control mechanisms that support auditability. At the same time, respondents describe
increased workloads without proportional increases in resources, which fosters reactive rather
than preventive compliance practices. Management should therefore evaluate whether resource
allocation across functions involved in sustainability governance reflects the actual operational

burden created by CSRD and related regulation.

The findings further indicate that compliance officers increasingly function as translators of
complex regulatory concepts into organizational practice. This interpretive role is most
effective when E&C is involved early in strategic and operational planning rather than
positioned solely as a reviewing or monitoring function. Early involvement allows regulatory

interpretations to shape process design and investment decisions, instead of being retrofitted
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after business decisions have already been made. Positioning E&C closer to business-facing
processes also improves visibility into emerging risks, data gaps, and operational constraints

that remain hidden when compliance is confined to formal reporting tasks.

As sustainability regulation integrates strategy, operations, and reporting into a single
regulatory framework, organizations face growing risks of misunderstanding across
professional domains. The data suggests that divergent logics between sustainability
specialists, financial controllers, and compliance professionals hinder effective
implementation. Managers can address this by promoting shared interpretive frameworks
through cross-functional training, joint workshops, and recurring coordination forums. Such
practices support the development of a common vocabulary around materiality, risk, and

accountability, reducing dependence on individual expertise and informal problem-solving.

Overall, the results indicate that sustainability regulation should be treated not merely as a
reporting obligation but as a governance transformation. Managerial attention should therefore
focus not only on technical compliance, but on how organizational structures, competencies,
and collaboration practices are aligned with regulatory expectations. Companies that address
sustainability regulation as an organizational design issue, rather than as a discrete reporting

task, are better positioned to build resilient and credible sustainability governance.

6.4 Suggestions for Future Research

This study opens several directions for future research, particularly at a moment when EU
sustainability regulation is moving from legislative design to practical consolidation. With the
Omnibus reforms now clarifying key elements of CSRD implementation, organizations are
entering a phase where initial uncertainty may give way to more stable governance
arrangements. This makes it especially important to examine how the roles and responsibilities

observed in this study develop as regulatory expectations become more settled.

First, longitudinal research would be valuable in assessing whether the role expansion and
competency shifts described by respondents represent a temporary response to early-stage
implementation or a more lasting transformation of the E&C function. Many compliance

officers in this study were still navigating ambiguity, learning new frameworks, and
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constructing processes in real time. Following the same organizations over several reporting
cycles would make it possible to observe whether compliance retains its interpretive and
coordinating role or whether these responsibilities gradually migrate toward sustainability,
finance, or risk functions as organizational routines mature. Such research would provide
deeper insight into structuration processes, showing how regulatory structures are stabilized,

contested, or reshaped through everyday organizational practice.

Second, broader comparative studies across sectors and jurisdictions would help clarify how
sustainability governance develops under different institutional and risk conditions. The
present findings suggest uneven integration and role ambiguity, but these dynamics are likely
to vary across industries with different sustainability risk profiles. Highly regulated sectors
such as finance, energy, or extractives may institutionalize governance more quickly, while
other sectors may adopt lighter or more fragmented arrangements. Similarly, national
governance cultures shape how responsibility is allocated and legitimized. Building on the
contrasts observed between Finland and Sweden, future research could explore how

juridification interacts with sectoral and national institutional logics.

Third, multi-perspective organizational studies are needed to move beyond the compliance
viewpoint that frames this thesis. Many of the challenges identified, such as unclear ownership,
coordination difficulties, and competing professional logics, are relational by nature. Including
the perspectives of Sustainability, Finance, Risk, Procurement, Internal Audit, and senior
management would make it possible to examine how authority over sustainability issues is
negotiated and how interpretive power is distributed across functions. Such work would deepen
understanding of how sustainability governance is constructed collectively rather than located

within a single function.

Finally, further research should focus on how sustainability governance becomes
institutionalized over time. Respondents described current practices as heavily dependent on
individual initiative, fragmented systems, and evolving templates. As regulatory expectations
stabilize, it will be important to study how materiality assessments, documentation routines,
internal controls, and data governance structures become embedded into ordinary
organizational processes. This would clarify whether the compliance function’s current
involvement reflects a permanent governance role or a transitional response to regulatory

novelty.

94



Taken together, these research directions point toward the importance of studying sustainability
regulation not only as a legal development but as an organizational transformation that unfolds
over time. As the Omnibus reforms solidify the contours of CSRD, future research has a timely
opportunity to examine how juridified sustainability moves from uncertainty to routine, and
how professional roles, governance structures, and interpretive authority evolve in that process.
This would extend the theoretical contribution of this thesis by further exploring how legal
norms acquire practical meaning through professional work, organizational negotiation, and

institutional context.
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APPENDICES

Questionnaire

Hello, and thank you for participating in this survey!

The purpose of this survey is to gather insights from Ethics & Compliance (E&C)
professionals in Finland and Sweden on how evolving EU-level sustainability regulations (e.g
CSRD) are influencing the role, responsibilities, and working practices of E&C teams. As EU
sustainability requirements increasingly shape corporate governance and operational
priorities, many compliance officers are facing new expectations and cross-functional

demands.

The results will contribute to academic research focused on the changing role of compliance
professionals in the era of sustainability regulation. Your responses will be anonymized and
analyzed as part of a master’s thesis. No personally identifiable information will be collected,

and individual answers will not be traceable to specific participants or organizations.

Estimated completion time: 10—15 minutes

Thank you very much for your time and valuable input!

1. Background Information

Let’s start with a few background details.

1. Do you currently have responsibilities related to Ethics & Compliance (E&C) in your
role? (The survey is directed at individuals whose responsibilities include Ethics and
Compliance)

a. Yes
b. No

2. How many employees are there in your organisation?
a. under 250
b. 250 - 999
c. 1000 - 4999
d. 5000 - 9999
e. 10.000 - 24.999
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f. 25.000 - 49.000

g.50.000 +

. In which country is the headquarter of your organization?
a. Finland

b. Sweden

c. Other

. In which industry are you working?

a. Agriculture, forestry, farming and fishing

b. Consulting services

c. Construction, infrastructure and real estate

d. Energy production and utilities

e. Financial institutions (banks, capital markets, insurance)
f. Food and beverage

g. Healthcare, pharmaceuticals, life sciences

h. Information technology, telecommunications
1. Manufacturing & industrial production

J- Mining, quarrying and coal mining

k. Motor vehicles

1. Oil and gas

m. Public sector

n. Retail, consumer goods & E-commerce

o. Textiles, accessories, footwear and jewellery
p. Transport and logistics

g. Wholesale and retail

r. Other

. Does your company fall under the first wave of CSRD reporting (2025, based on 2024

data)?

a. Yes

b. No

c. Not sute
. Your age
a. 20-29

b. 30-39

c. 40-49
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d. 50-59
e. 60+
7. Your gender
a. Female
b. Male
c. Other
d. I prefer not to answer
8. How long have you been working with ethics & compliance (in general)?
a. 0-2 years
b. 3-5 years
c. 6-9 years
d. 10+ years
9. What is the number of full-time employees in your Ethics & Compliance team?
a. l
b.2-5
c.6-9
d. 10+

2. Regulatory Impacts

This section focuses on how EU sustainability regulations, such as the CSRD, have affected
the work of Ethics & Compliance teams. Your responses will help understand whether these
regulations have changed compliance priorities, reporting practices, or overall

responsibilities.

1. To what extent have CSRD and other EU sustainability regulations changed the
priorities of your E&C team?
a. To a very large extent
b. To a large extent
c. To a moderate extent
d. To a small extent
e. Not at all
2. Compared to two years ago, how much more time do you spend on sustainability-
related compliance tasks?

a. Much more
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b. Somewhat more

c. About the same

d. Somewhat less

e. Much less

How significant have you found the following changes in your work over the past two
years? (No significance (1)- Very Significant (5))

a. Development of new reporting processes

b. Regulatory interpretation and training

c. Collection and assurance of ESG data

d. Collaboration with other departments

e. Stakeholder and board work

f. Expansion of monitoring and internal control activities related to sustainability
g. Enhanced employee training

h. More frequent compliance risk assessments

i. Translating complex sustainability regulations into operational guidance
Compared to two years ago, how would you describe the role of E&C in your
organization?

a. More strategic and visible

b. About the same as before

c. Less visible / Marginalized

3. Responsibilities and Competence

Your answers will shed light on how compliance professionals are adapting and what kinds

of knowledge or skills are becoming more important while sustainability regulations are

evolving and organizations are adapting to new reporting requirements.

1.

Since the CSRD came into effect, how much more important have the following skills
become in your compliance work? ( No increase (1) - Substantial increase (5))

a. Third Party management

b. Human rights and due diligence expertise

c. Environment / Taxonomy

d. Communication and stakeholder engagement

e. Privacy and Data Protection

f. Ability to interpret EU-level regulation in local context
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g. Project management skills

h. Anti-Bribery and Anti-Corruption

1. Anti-Trust and Competition Law

How closely are sustainability initiatives and compliance practices connected in your
organization?

a. Fully integrated — sustainability and compliance are seamlessly connected

b. Strongly integrated — compliance and sustainability often work together.

c. Moderately integrated — regular collaboration, but still distinct areas

d. Slightly integrated — some overlap, mostly separate

e. Not integrated at all — handled separately

How often do you engage with sustainability-related compliance tasks in your daily
work?

a. Almost daily

b. Frequently

c. Occasionally

d. Rarely

e. Never

4. Collaboration

Compliance with sustainability regulation often requires close collaboration across business

functions, from legal and procurement to sustainability and finance. This section looks at how

often and how effectively E&C teams are working with others, and what kind of

collaboration is taking place.

1.

How frequently do you collaborate with the following departments on sustainability
regulation matters? (Never (1) - Very Frequently (5))

a. Sustainability, ESG team

b. Procurement

c. Finance, accounting

d. Communications

e. Risk management/Internal audit

f. HR, People and Culture

g. IT, Data management

h. Board / Executive Management
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2. Has the need for such collaboration come from you needing information from others,
or from others needing information from you?
a. Mainly from me needing information from others
b. Mainly from others needing information from me
c. Equally from both sides
d. Not applicable / No such need
3. How would you assess the effectiveness of such collaboration between departments?
a. Very effective
b. Somewhat effective
c. Neither effective nor ineffective
d. Quite weak
e. Very weak
4. In your organization, who holds the final responsibility for CSRD compliance?
a. Legal / Compliance team
b. Finance
c. Sustainability
d. Board / Executive Management
e. It is cross-functional

f. I don’t know

Thank you for taking the time to answer so far! The remaining questions may take a bit
longer to complete. I truly appreciate the time and thought you put into answering them. This
final section invites you to share your experiences, observations, and insights in your own
words. | am particularly interested in the real-life effects of sustainability regulation on your

work, and how you see the role of E&C evolving in the future.

You can answer either in English, Finnish or Swedish!

1. What concrete changes have EU sustainability regulations (e.g., CSRD) brought to your

work, and what practices or tools have been most helpful in adapting to these changes?

2. What have been the most important opportunities and challenges in collaborating with

other departments on sustainability-related compliance?
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3. Looking ahead, what skills, resources, or support will Ethics & Compliance teams need

most to navigate future sustainability regulation?

4. Other thoughts?

Thank you!

Your contribution is greatly appreciated!

112



