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1. Introduction 
%QTRQTCVG� UQEKCN� TGURQPUKDKNKV[� FKUENQUWTG�


%5&��� YJKEJ� KU� C� XQNWPVCT[� CEVKXKV[� KP� OQUV�
cases, has been the subject of much research 
EQPEGTPKPI� VJG� HCEVQTU� VJCV�JCXG� KPƀWGPEGF� KVU�
level over the past three decades. These studies 
have been primarily concerned with the impact 
of corporate characteristics and media coverage 
QP� %5&�� +P� NKPG� YKVJ� NGIKVKOCE[� VJGQT[��
previous studies have revealed an interest in the 
idea of public pressure on company disclosure. 
The general argument from these studies is 
that companies with certain characteristics 
(in particular, large companies with 
environmentally sensitive activities) and those 
subject to higher levels of media coverage are 
more likely to face social scrutiny concerning 
their social responsibilities, and consequently 
VJG[� CTG� OQTG� NKMGN[� VQ� RTQXKFG� OQTG� %5&��
In this context, the degree of multinational 
activities has attracted little attention as a 
EQTRQTCVG� EJCTCEVGTKUVKE� VJCV� EQWNF� KPƀWGPEG�
VJG� NGXGN� QH� %5&�� (WTVJGTOQTG�� VJG� KFGC� QH�
how companies respond to public pressure in 

social responsibility and what factors determine 
the response of companies have also been the 
focus of little research. Arguably corporate 
governance mechanisms can play an important 
role in determining how companies respond to 
public interest in social responsibility and can 
EQPUGSWGPVN[�KPƀWGPEG�VJG�NGXGN�QH�%5&�

I argue that multi-nationality (along with 
other corporate characteristics) determines 
the degree to which the public are concerned 
with the social responsibilities of companies, 
and corporate governance mechanisms 
play an important role in determining how 
companies respond to this pressure. Therefore, 
it can be argued that both multi-nationality and 
governance practices are important determinants 
QH� %5&�� 9KVJ� TGICTF� VQ� OWNVK�PCVKQPCNKV[�� KV�
appears that multinational companies face 
greater social pressure due to their geographic 
coverage. Rosenzweig & Singh, (1991) have 
argued that multinational companies are 
affected by a variety of forces, some of which are 
URGEKſE�VQ�VJG�JQUV�EQWPVT[�CPF�QVJGTU�CTG�INQDCN�
in nature. They face simultaneous pressure 
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Abstract: This paper explores the relationship between both corporate governance and degree of multi-nationality 
CPF�EQTRQTCVG�UQEKCN�TGURQPUKDKNKV[�FKUENQUWTG�
%5&���+P�EQOOQP�YKVJ�RTGXKQWU�UVWFKGU��DQVJ�EQTRQTCVG�UK\G�CPF�
V[RG�QH�CEVKXKVKGU�CTG�KPENWFGF�CU�EQPVTQN�XCTKCDNGU�KP�VJG�UVWF[��6JG�RCRGT�GZVGPFU�RTGXKQWU�UVWFKGU�QP�%5&�KP�VYQ�
YC[U��ſTUV��KV�GZCOKPGU�VJG�GHHGEV�QH�DQVJ�EQTRQTCVG�IQXGTPCPEG�CPF�OWNVK�PCVKQPCNKV[�YJKEJ�JCXG�TGEGKXGF�NKVVNG�
attention in previous studies; and second, it uses information from both annual reports and stand-alone reports. 
The empirical results show that governance mechanisms are associated with both the quantity and quality of social 
FKUENQUWTG�YJKNG�VJG�FGITGG�QH�OWNVKPCVKQPCN�CEVKXKVKGU�CRRGCTU�PQV�VQ�DG�TGNCVGF�VQ�VJG�NGXGN�QH�%5&��(WTVJGTOQTG��
governance mechanisms appear to be more related to social disclosure in annual reports than in stand-alone 
reports. This result supports the theoretical view that corporate governance considerations should be extended to 
all stakeholders.    
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from local and multinational environments. In 
the multinational environment, companies are 
faced with potentially divergent home-country, 
host-country and international pressures 
that affect their self-regulation strategies 

/WNNGT�� ����������� (WTVJGTOQTG�� QRGTCVKPI� KP�
multinational environments requires companies 
to consider national differences in customer 
PGGFU��YJKEJ�CTG�KPƀWGPEGF�D[�VJG�EWNVWTG�QH�C�
EQWPVT[�
$TCPEQ���4QFTKIWGU����������������

Brennan & Solomon, 2008, argue that the 
theoretical framework of corporate governance, 
which is based on agency theory, should be 
expanded to include corporate accountability 
to non-shareholding stakeholder groups. 
Research has examined the impact of corporate 
governance mechanisms on various dimensions 
QH� EQTRQTCVG� FKUENQUWTG�� KPENWFKPI�� FKUENQUWTG�
quality; disclosure timing; internet disclosure; 
and voluntary disclosure. An examination of the 
KORCEV�QH�EQTRQTCVG�IQXGTPCPEG�HCEVQTU�QP�%5&�
is required given the current interest in using 
corporate governance as a means to improve 
disclosure transparency, and the evidence from 
empirical studies that link corporate governance 
HCEVQTU� YKVJ� XQNWPVCT[� FKUENQUWTG� 
)WN� ��
Leung, 2004; Ajinkya, et al, 2005).  The paper 
is structured as follows. The second section 
reviews the literature related to determinants 
QH� %5&�� YJKNG� VJKTF� UGEVKQP� GZRNCKPU� VJG�
theoretical background and hypothesises. The 
last two sections present the methodology and 
the empirical results.

2. Review of literature on CSD 
determinants

Researchers who have focused on studying 
VJG�KORCEV�QH�EQTRQTCVG�EJCTCEVGTKUVKEU�QP�%5&�
have produced consistent results indicating that 
DQVJ� UK\G� CPF� KPFWUVT[� V[RG� CTG� UKIPKſECPVN[�
TGNCVGF� VQ� NGXGNU�QH�%5&��YJKNG�RTQſVCDKNKV[� KU�
PQV�UKIPKſECPVN[�TGNCVGF�
2CVVGP��������*CEMUVQP�
& Milne, 1996; Brammer & Pavelin, 2004; and 
4GXGTVG�� ������ � )CQ�� GV� CN�� ������ *QUUCKP�� GV�
al, 2006, Ho & Taylor, 2007). In addition, a 
number of studies have examined the impact of 
OGFKC�RTGUUWTG�QP�%5&�
#FNGT���/KNPG��������
Brown & Deegan, 1998, Patten, 2002; Deegan, 
GV�CN��������%QTOKGT���/CIPCP��������$TCOOGT�
& Pavelin, 2004, 2006).  

In contrast to the considerable level of 
research into corporate characteristics both 
multinationality and corporate governance have 
received little attention. Toms, et al, 2007 and 
Toms, 2008, state that although a large body of 
NKVGTCVWTG� GZKUVU� QP� VJG� FGVGTOKPCPVU� QH� %5&��
there is a little research on the relationship 
DGVYGGP� KPVGTPCVKQPCN� CEVKXKV[� CPF�%5&��6JG[�
examine the impact of number of foreign 
countries, political risk in foreign countries, 
and environmental risk in foreign countries on 
%5&�QP� C� UCORNG� QH�OWNVKPCVKQPCN� EQORCPKGU�
from environmentally sensitive industries. 
The empirical results show that both political 
and environmental risks in countries in which 
the companies operate are associated with 
%5&�� YJKNG� VJG� PWODGT� QH� EQWPVTKGU� KU� PQV��
6JG� NKOKVCVKQPU� QH� VJGUG� UVWFKGU� CTG�� C� JKIJ�
concentration on environmentally sensitive 
industries (oil, gas, and chemicals) when 
examining social disclosure; the small sample 
size; and the confusion between determinants on 
a country level and on a company level. Branco 
CPF� 4QFTKIWGU�� ������ UJQY� PQP�UKIPKſECPV�
association between multi-nationality, 
measured by the ratio of foreign sales, and 
%5&� KP� DQVJ� CPPWCN� TGRQTVU� CPF�YGD� UKVGU� D[�
Portuguese listed companies. Stanny and Ely, 
������ KPFKECVG� UKIPKſECPV� CUUQEKCVKQP� DGVYGGP�
foreign sales and environmental disclosure 
about the effects of climate change based on a 
sample of S&P 500 companies. 

In relation to research on corporate 
governance, Halme and Huse, 1997, examine 
the relationship between environmental 
disclosure and corporate governance variables, 
type of industry, and country variables in 
four European countries (Finland, Norway, 
Spain, and Sweden). The empirical results 
show no association between both ownership 
concentration and the number of board members 
with environmental disclosure, while type of 
industry appears to be the most important factor 
in explaining environmental disclosure. Haniffa 
CPF�%QQMG�������GZCOKPG�VJG�KORCEV�QH�EWNVWTG�
and corporate governance mechanisms on social 
reporting in Malaysian companies. The results 
UJQY�FKUENQUWTG�KU�UKIPKſECPVN[�CUUQEKCVGF�YKVJ�
culture, multiple directorships, and foreign 
ownership, while non-executive directors are 
PGICVKXGN[�CUUQEKCVGF�YKVJ�%5&��)JC\CNK��������
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GZCOKPGU� VJG� KPƀWGPEG�QH�QYPGTUJKR� UVTWEVWTG�
QP� %5&�� 6JG� GORKTKECN� ſPFKPIU�� DCUGF� QP� C�
sample of 86 Malaysian companies, indicates 
that two ownership variables—director 
ownership and government ownership—are 
UKIPKſECPV�KPƀWGPEGU�QP�%5&�KP�CPPWCN�TGRQTVU��
while ownership concentration is not associated 
YKVJ� VJG� NGXGN� QH� %5&�� +P� VJG� 7-�� $TCOOGT�
CPF� 2CXGNKP�� ������ GZCOKPG� VJG� KPƀWGPEG� QH�
corporate ownership and board composition 
(along with other variables) on environmental 
disclosure. They distinguish between decisions 
to make voluntary environmental disclosure 
and decisions concerning the quality of such 
disclosure. The results show that there is a 
UKIPKſECPV� PGICVKXG� TGNCVKQPUJKR� DGVYGGP� VJG�
size of the largest shareholdings in a company 
and the level of disclosure, while there is no 
UKIPKſECPV� TGNCVKQPUJKR� DGVYGGP� VJG� PWODGT�
of non-executives directors and disclosure. 
Brammer and Pavelin, 2008, examine factors 
KPƀWGPEKPI� VJG� SWCNKV[� QH� GPXKTQPOGPVCN�
disclosure. The empirical results, based on a 
sample of 447 companies, show that corporate 
UK\G�KU�UKIPKſECPVN[�CUUQEKCVGF�YKVJ�VJG�SWCNKV[�
of corporate environmental disclosure. Both 
studies focus on environmental disclosure but 
did not measure the quantity of disclosure. 
In addition, they do not present a theoretical 
LWUVKſECVKQP� HQT� VJG� XCTKCDNGU� WUGF�� KPENWFKPI�
the governance variables. 

A number of limitations can be found in 
VJG� TGUGCTEJ�EQPEGTPKPI�%5&�� +P�CFFKVKQP� VQ�C�
concentration on environmental disclosure, the 
majority of studies concentrate on measuring 
VJG�SWCPVKV[�QH�%5&��YJKNG�C� HGY�UVWFKGU� VCMG�
KPVQ�CEEQWPV�VJG�SWCNKV[�QH�%5&�
%QTOKGT��GV�CN��
2005, Brammer & Pavelin, 2006, and 2008). 
A second limitation is the concentration on 
CPPWCN� TGRQTVU� CU� C� OGCPU� QH� %5&�� #NVJQWIJ�
annual reports are considered to be the most 
important disclosure documents, the growing 
VTGPF� VQYCTFU� %5&� JCU� DGGP� OCVEJGF� D[� CP�
increasing volume of stand-alone corporate 
responsibility reports1.  Despite this growing 

1�� #EEQTFKPI� VQ� -2/)ŏU� VTKGPPKCN� UWTXG[U� 
KPKVKCVGF� KP�
������%54�TGRQTVU�JCXG�DGGP�UVGCFKN[�TKUKPI�UKPEG������
and has increased substantially in the past three years. 
+P� ������ ���� QH� )���� 
INQDCN� ���� EQORCPKGU�� CPF�
33% of N100 (national 100 companies in 16 countries) 
companies issued separate corporate responsibility 
reports, compared with 45% and 28% respectively in 
2002 and 35% and 24% respectively in 1999  [50; 51].

trend towards producing stand-alone reports, 
previous research ignored these disclosures. It 
is necessary to analyse stand-alone reports as 
well as annual reports to gain a complete picture 
QH�VJG�NGXGN�QH�%5&�QH�C�EQORCP[��

)KXGP� VJCV� NKVVNG� CVVGPVKQP� JCU� DGGP� IKXGP�
to the impact of both corporate governance 
and degree of multi-nationality on the level of 
%5&��VJKU�RCRGT�GZRNQTGU�VJKU�TGNCVKQPUJKR��CPF�
complements previous studies by  concentrating 
on the quantity and quality of social disclosure 
in both annual and stand-alone reports. 

3. Conceptual development and hypothesis
According to a number of researchers 

such as Toms et al. (2007); Toms, (2008) and 
Reverte, (2009) legitimacy theory appears to 
provide a strong theoretical framework for 
GZRNCKPKPI� VJG� NGXGN� QH� %5&�� #EEQTFKPI� VQ�
NGIKVKOCE[�VJGQT[��%5&�KU�CKOGF�CV�NGIKVKOKUKPI�
company behaviour by providing information 
KPVGPFGF� VQ� KPƀWGPEG� UVCMGJQNFGTUŏ� CPF�
eventually society’s perceptions about the 
company (Krivogorsky, 2006). Legitimacy 
theory suggests that differences in the extent 
QH�%5&�CTG�C�U[UVGOCVKE�HWPEVKQP�QH�FKHHGTGPEGU�
in public policy pressure facing individual 
companies (Patten, 2002). We argue that using 
%5&� CU� C� VQQN� VQ� FGCN� YKVJ� UQEKCN� RTGUUWTG�
FGRGPFU�QP�VYQ�HCEVQTU��VJG�COQWPV�QH�RTGUUWTG�
applied to the company; and how companies 
TGURQPF� VQ� VJKU� RTGUUWTG�� %QPEGTPKPI� VJG� ſTUV�
factor, the amount of pressure is related to the 
company characteristics highlighted by previous 
research, and also the degree of multinational 
activities. How a company responds to the 
pressure is related to its governance, as well-
governed companies react positively to social 
pressure.

3.1. Multi-nationality 

According to Tulder and Kolk, (2001), the 
international operations of a company have 
a substantial impact on the formulation and 
implementation of its ethical principles such 
as codes of conduct. Newson and Deegan, 
(2002) argue that, based on legitimacy theory, 
companies respond to the expectations of the 
public, and for multinational corporations this 
is not restricted to the home country but is 
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3.2.2. Board composition: non-executive 
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3.2.3. The presence of a corporate 
responsibility committee 
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3.2.4. Corporate ownership

=8#)*2$ ("#+.2$ '9//+.('$ ("#$ -.893#)($ ("-($
+7)#.'"&/$ :&,,9'&+)$ &'$ /+'&(&6#12$ .#1-(#:$ (+$
*+./+.-(#$ :&'*1+'9.#5$ !"#$ 3+.#$ :&,,9'#$ ("#$
+7)#.'"&/<$("#$8.#-(#.$("#$*+./+.-(#$:&'*1+'9.#$
0#*-9'#$ ("&'$ "#1/'$ +7)#.'$ (+$ 3+)&(+.$ ("#$
0#"-6&+9.$ +,$ 3-)-8#3#)(5$ ;"#)$ +7)#.'"&/$
&'$ 1#''$ :&,,9'#<$ 1#''$ 3+)&(+.&)8$ &'$ .#>9&.#:5$ =$
)#8-(&6#$.#1-(&+)'"&/$0#(7##)$01+*?$+7)#.'"&/$
-):$ :&'*1+'9.#$ &'$ .#/+.(#:$ &)$ /.#6&+9'$ '(9:&#'$
@A&(*"#11$ #($ -15<$ BCCDE$ F*"-:#7&(G$ H$ I1#6&)'<$
BCCJ$ -):$ K#1(+)$ H$ L-)8<$ MNNJO5$ !"&'$
&3/1&#'$("-($-$"&8"#.$/#.*#)(-8#$+,$'90'(-)(&-1$
'"-.#"+1:#.$ +7)#.'"&/$ 1#-:'$ (+$ 1#''$ )##:$ ,+.$
3+)&(+.&)8$-):$(.-)'/-.#)($:&'*1+'9.#5$P#6#.(#$
@MNNJO$ -.89#'$ ("-($ *+3/-)&#'$ 7&("$ 7&:#12$
:&'(.&09(#:$ '"-.#'$ -.#$ 3+.#$ 1&?#12$ (+$ &3/.+6#$
�V�J�G�K�T�� �•�P�C�P�E�K�C�N�� �T�G�R�Q�T�V�K�P�I�� �R�Q�N�K�E�[�� �D�[�� �W�U�K�P�I�� �%�5�&����
+)$("#$+("#.$"-):<$*+3/-)&#'$7&("$*+)*#)(.-(#:$
+7)#.'"&/$ -.#$ 1#''$ 3+(&6-(#:$ (+$ :&'*1+'#$
-::&(&+)-1$ &),+.3-(&+)$ +)$ ("#&.$ *+./+.-(#$
�U�Q�E�K�C�N�� �T�G�U�R�Q�P�U�K�D�K�N�K�V�[�� �
�%�5�4������ �+�V�� �E�C�P�� �D�G�� �C�T�I�W�G�F��
("-($ "&8"#.$ +7)#.'"&/$ :&,,9'&+)$ #)*+9.-8#'$
3-)-8#3#)($ (+$ /+'&(&6#12$ .#-*($ (+$ '+*&-1$
�R�T�G�U�U�W�T�G���V�J�T�Q�W�I�J���K�P�E�T�G�C�U�K�P�I���V�J�G���N�G�X�G�N���Q�H���%�5�&���V�Q��
3-&)(-&)$+7)#.'4$'-(&',-*(&+)<$-):$*+)'#>9#)(12$
�V�J�G�T�G�� �K�U�� �C�� �P�G�I�C�V�K�X�G�� �C�U�U�Q�E�K�C�V�K�Q�P�� �D�G�V�Y�G�G�P�� �%�5�&��
-):$01+*?$+7)#.'"&/5

H5a�����V�J�G���S�W�C�P�V�K�V�[���Q�H���%�5�&���K�U���P�G�I�C�V�K�X�G�N�[���C�U�U�Q�E�K�C�V�G�F��
7&("$("#$01+*?$+7)#.'"&/

H5b�����V�J�G���S�W�C�N�K�V�[���Q�H���%�5�&���K�U���P�G�I�C�V�K�X�G�N�[���C�U�U�Q�E�K�C�V�G�F��
7&("$("#$01+*?$+7)#.'"&/

4. Methodology 

4.1 The Sample and Social Disclosure Index 

!"#$'-3/1#$*+)(-&)'$0+("$Q!FR$BNN$-):$Q!FR$
MDN$*+3/-)&#'$+6#.$(7+$2#-.'<$MNND$-):$MNNS5$
T9#$(+$/.+01#3'$&)$+0(-&)&)8$-))9-1$.#/+.('$,+.$
�U�Q�O�G���E�Q�O�R�C�P�K�G�U�����V�J�G���•�P�C�N���P�W�O�D�G�T���Q�H���E�Q�O�R�C�P�K�G�U��
&'$UBV$*+3/-)&#'$&)$MNND$-):$UMV$*+3/-)&#'$&)$
MNNS5$ !+$ 3#-'9.#$ '+*&-1$ :&'*1+'9.#$ &)$ -))9-1$
.#/+.('$ -$ :&'*1+'9.#$ &):#%M$ 0-'#:$ +)$ /.#6&+9'$
�T�G�U�G�C�T�E�J���K�U���D�W�K�N�V���
�)�T�C�[�����G�V���C�N���������������D�����*�C�E�M�U�V�Q�P��
H$A&1)#<$BCCSE$W-11<$MNNME$X#7'+)$H$T##8-)<$
MNNME$;&11&-3'<$BCCCE$;&11&-3'$H$Y#&<$BCCCE$
T##8-)<$#($-1<$MNNMO5$!"&'$&):#%$9'#'$-$'-3/1#$
+,$-))9-1$.#/+.('$,+.$MN$ZK$*+3/-)&#'$-):$&'$
�O�Q�F�K�•�G�F�� �V�Q�� �D�G�� �O�Q�T�G�� �T�G�N�G�X�C�P�V�� �V�Q�� �7�-�� �T�G�R�Q�T�V�K�P�I��
/.-*(&*#5

4.2 The Measurement of CSD
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This variable is measured by the total number of 
�%�5�&�� �R�C�I�G�U�� �K�P�� �D�Q�V�J�� �C�P�P�W�C�N�� �C�P�F�� �U�V�C�P�F���C�N�Q�P�G��
reports.

�������/�G�C�U�W�T�G�O�G�P�V���Q�H���S�W�C�N�K�V�[���Q�H���%�5�&��

�C�����#�P�P�W�C�N���T�G�R�Q�T�V�U��

The literature uses various ranking systems to 
�O�G�C�U�W�T�G�� �S�W�C�N�K�V�[�� �Q�H�� �%�5�&���� �7�U�K�P�I�� �C�� �T�C�P�M�K�P�I��
system consisting of many points reduces 
the reliability of measurement. To obtain a 
more reliable ranking system, we argue that 
disclosure quality depends on whether this 
�F�K�U�E�N�Q�U�W�T�G�� �R�T�Q�X�K�F�G�U�� �U�R�G�E�K�•�E�� �K�P�H�Q�T�O�C�V�K�Q�P�� �Q�T��
�L�W�U�V���I�G�P�G�T�C�N���U�V�C�V�G�O�G�P�V�U�����6�J�G���S�W�C�N�K�V�[���Q�H���%�5�&��
in annual reports is measured using a 2-point 
scale system to assess the quality of social 
�F�K�U�E�N�Q�U�W�T�G���K�P���C�P�P�W�C�N���T�G�R�Q�T�V�U���C�U���H�Q�N�N�Q�Y�U��4

1 if disclosure is quantity based, graphs, or 
narrative disclosure which reports the 
policies and activities of a company 
concerning its social responsibility, OR

0 otherwise. The total score is ascertained by 
evaluating each sentence of social disclosure 
according to this rating, then the average 
score (total score / number of sentences) is 
calculated.

�D�����5�V�C�P�F���C�N�Q�P�G���T�G�R�Q�T�V�U��

We use an indicator for the quality of a stand-
�C�N�Q�P�G�� �T�G�R�Q�T�V�� �D�C�U�G�F�� �Q�P�� �V�Y�Q�� �R�Q�K�P�V�U���� �•�T�U�V����
whether this report is prepared based 
�Q�P�� �I�W�K�F�G�N�K�P�G�U�� �U�W�E�J�� �C�U�� �)�4�+�� �Q�T�� �#�#�#���� �C�P�F��
second, whether this report is audited by 
independent auditor.5 The quality of stand-

4�����6�J�K�U���T�C�V�K�P�I���U�E�Q�T�G���K�U���U�K�O�K�N�C�T���V�Q���V�J�C�V���W�U�G�F���K�P���U�V�W�F�[���D�[���%�Q�T�O�K�G�T��
et al. (2005) which uses the rating based on scores of one 
�V�Q���V�J�T�G�G�����V�J�T�G�G���H�Q�T���K�V�G�O�U���F�G�U�E�T�K�D�G�F���K�P���S�W�C�P�V�K�V�C�V�K�X�G���V�G�T�O�U����
�V�Y�Q���Y�J�G�P���C�P���K�V�G�O���K�U���F�G�U�E�T�K�D�G�F���U�R�G�E�K�•�E�C�N�N�[�����C�P�F���Q�P�G���H�Q�T��
an item discussed in general.

5�����%�T�G�F�K�D�N�G���F�C�V�C���E�C�P���D�G���X�K�G�Y�G�F���C�U���C���E�G�P�V�T�C�N���R�C�T�V���Q�H���E�Q�T�R�Q�T�C�V�G��
responsibility, and more stakeholders are demanding 
�%�5�4�� �T�G�R�Q�T�V�U�� �V�J�C�V�� �V�T�W�N�[�� �T�G�R�T�G�U�G�P�V�� �Y�J�C�V�� �V�J�G�� �E�Q�O�R�C�P�K�G�U��
have achieved and what they will achieve in the future. 
�#�U���C���T�G�U�W�N�V���V�J�K�T�F���R�C�T�V�[���C�U�U�W�T�C�P�E�G���Q�H���%�5�4���T�G�R�Q�T�V�U���C�R�R�G�C�T�G�F��
�C�V�� �V�J�G�� �D�G�I�K�P�P�K�P�I�� �Q�H�� ���������U�� �
�2�C�T�M�� ���� �$�T�Q�T�U�Q�P���� ������������
1096). The independent assurance must be shown to 
add value and the growing demands for more robust 
�F�K�U�E�N�Q�U�W�T�G�� �T�G�S�W�K�T�G�� �C�� �U�K�I�P�K�•�E�C�P�V�� �K�P�P�Q�X�C�V�K�Q�P�� �K�P�� �C�U�U�W�T�C�P�E�G��
�U�V�C�P�F�C�T�F�U�� �
�#�E�E�Q�W�P�V�C�D�K�N�K�V�[���� �E�U�T�P�G�V�Y�Q�T�M���� ������������ �������� �6�J�G��
absence of reporting gridlines could create a confusion 
�Y�J�K�E�J�� �O�K�I�J�V�� �O�C�M�G�� �K�V�� �F�K�H�•�E�W�N�V�� �H�Q�T�� �T�G�C�F�G�T�U�� �V�Q�� �K�F�G�P�V�K�H�[��
what to look for in corporate responsibility reports, and 
�Y�K�V�J�Q�W�V���C�W�F�K�V�K�P�I���%�5�4���T�G�R�Q�T�V�U�����V�J�G���E�Q�O�R�C�P�K�G�U���E�Q�W�N�F���O�C�M�G��
�G�Z�C�I�I�G�T�C�V�G�F���E�N�C�K�O�U���V�J�C�V���O�C�[���D�G���W�P�X�G�T�K�•�C�D�N�G�����6�J�K�U���N�K�O�K�V�U��
the usefulness of corporate responsibility reports (Idowu 
�����6�Q�Y�N�G�T��������������������������

alone reports will be measured according to 
�V�J�G���H�Q�N�N�Q�Y�K�P�I���T�C�V�K�P�I����

1 if the stand-alone report is audited, and 0 
otherwise.

1 if the stand-alone report is prepared according 
to guidelines and 0 otherwise.

�E�����6�Q�V�C�N���F�K�U�E�N�Q�U�W�T�G���S�W�C�N�K�V�[��

Disclosure score in annual report + 
disclosure score for a stand-alone report.

To measure reliability in disclosure 
measurement (quantity and quality), the annual 
reports for 56 companies that were randomly 
selected from the sample are reviewed 
by two independent persons.6 Then the 
intercoder reliability is measured by a number 
of reliability measures, including percent 
�C�I�T�G�G�O�G�P�V���� �5�E�Q�V�V�O�U�� �2�K���� �%�Q�J�G�P�O�U�� �-�C�R�R�C���� �C�P�F��
Krippendorff’s alpha. These measures indicate 
a high degree of agreement between the two 
coders. Thereafter the differences between the 
results are discussed to identify the reasons 
behind these differences. In addition, the 
�E�C�V�G�I�Q�T�K�G�U�� �Q�H�� �%�5�&�� �K�P�F�G�Z�M�G�P�X�K�T�Q�P�O�G�P�V�� �
�G�P�X������
community (com), employees (emp), product 
(pro), customer (cus), ethical (eth), and other 
(oth)—are examined for internal consistency 
�W�U�K�P�I���%�T�Q�P�D�C�E�J�O�U���E�Q�G�H�•�E�K�G�P�V���C�N�R�J�C���V�Q���C�U�U�G�U�U���V�J�G��
�K�P�V�G�T�P�C�N�� �E�Q�P�U�K�U�V�G�P�E�[�� �Q�H�� �F�K�U�E�N�Q�U�W�T�G���� �%�T�Q�P�D�C�E�J�O�U��
�E�Q�G�H�•�E�K�G�P�V�� �C�N�R�J�C�� �V�C�M�G�U�� �Q�P�� �C�� �O�K�P�K�O�W�O�� �X�C�N�W�G��
of zero and a maximum value of one, and 
as a general rule, an alpha of 0.7 or more is 
�C�E�E�G�R�V�C�D�N�G���� �6�J�G�� �%�T�Q�P�D�C�E�J�O�U�� �E�Q�G�H�•�E�K�G�P�V�� �C�N�R�J�C��
for the seven categories in the disclosure index 
is 0.71 and 0.69 in 2005 and 2006 respectively. 
This result is considered acceptable as 
compared to alpha 0.64 in Botosan (1997), 
�C�P�F�� ���������� �K�P�� �)�W�N�� �C�P�F�� �.�G�W�P�I�� �
�������������� �#�N�U�Q���� �V�J�G��
correlation analysis between broad categories is 
�R�G�T�H�Q�T�O�G�F�����V�J�G���E�Q�T�T�G�N�C�V�K�Q�P���E�Q�G�H�•�E�K�G�P�V�U���D�G�V�Y�G�G�P��
disclosure categories show that the categories 
�Q�H���%�5�&���C�T�G���E�Q�T�T�G�N�C�V�G�F�����+�P���C�F�F�K�V�K�Q�P�����Y�G���G�Z�C�O�K�P�G��
the correlation between total disclosure for the 
same companies (292 companies) in 2005 and 
������������ �C�P�F�� �V�J�G�� �T�G�U�W�N�V�� �U�J�Q�Y�U�� �C�� �J�K�I�J�� �U�K�I�P�K�•�E�C�P�V��
correlation between the level of disclosure in 
the two years (!  0.798 and Sig 0.000).

6. One of them is a member of this research team and 
another one is independent of the team.
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4.3. Independent Variables
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4.4. Control Variables
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4.5. The Empirical Model
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5. Results and discussion

5.1. Descriptive Statistics
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Table 1. Descriptive Disclosure for CSD
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Table 2. Descriptive Statistics for Independent Variables of the Sample

N Min. Max. Mean Std. Deviation

Part 1:2005
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5.2. Correlation results
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5.3.1. Panel data analysis 
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Table 4. A Likelihood Ratio Chi-squared Statistic Test

CSDsa CSDsaq

IJJC IJJN IJJC IJJN

�)�Q�Q�F�P�G�U�U���Q�H���•�V���E�J�K������NMJI7JOC NEPQ7JNC MQC7DNDD MQN7JNDM

#=5":#R#-+(I>IIC?######J7JJJJ J7JJJJ J7PPDP J7PPPO

#Table 5. Regression Results

Dependent variables

Quantity of CSD Quality of CSD

S"6$0#>M?#
�%�5�&�C�T�U

S"6$0#>I?#
�%�5�&�U�C

S"6$0#>D?#
�%�5�&�6

S"6$0#>E?#
�%�5�&�C�T�S

S"6$0#>C?#
�%�5�&�U�C�S

S"6$0#>N?#
�%�5�&�6�3

TSK.- J7COEOMCC1J7JEQOIDEUUU J7JPJMIOC 1J7JJJEQQP 1J7JMEJOIN J7JJJMOJM

V8 N7OQOPQPUUU J7JOENIMQUU I7JNJEEDUUU J7JJNQIOIUU J7MQQOEMDUUU J7JCQJNCDUUU

WXT, NJ7CEJEUU I7DENODCUU MN7EIPEI J7JQODOPM M7IIIDEN J7COPJCQUU

�%�4�% IO7DEQQNUUU J7EIQOPJPU MI7CJCMQUUU J7JJOMICN J7CPCEOMNUU J7IQOPNPEUUU

88 1J7EDECPNQUU 1J7JMEJCIQUU 1J7INIJJDUUU 1J7JJJQQNMU 1J7JMOIDOEUU 1J7JJCPQJEUUU

�%�5�P�Q�G IJ7JJMQUUU J7NQQQQPIUUU C7MDQODPUUU J7JDEQJJCUUU J7DNJENIUU J7MCJOMCCUUU

!K IN7DMQIDUUU J7COCMDQMU D7IJMPCC J7JMDQMMQ J7DNDNJCP J7MJCEIC

W"7#".#
":3$59&*(")3 CCD CDJ CCD CCM CIP CCM
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Dependent variables

Quantity of CSD Quality of CSD
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Appendix 1 : social disclosure categories
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