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Abstract

The corporate business environment is surrounded by strong public scrutiny from diverse
stakeholder groups that are calling on businesses to accept accountability for not only their
financial actions, but also the non-financial implications of their activities. Many corporate
businesses are today paying attention to the needs of their stakeholders of social and
environmental information. As such, in this study we examined how corporate
characteristics could influence the amount of Corporate Social and Environmental Disclosure
(CSED) in the manufacturing sector in Jordan. Firm size, profitability, audit firm, ownership,
type of industry and financial market level are the main factors examined in this study.
Drawing from Ernst and Ernst methodology, the study developed a disclosure index to
measure the amount of CSED for three years (2010, 2011 and 2012). Using panel data
regression, we model the relationship between disclosure amount and the key drivers of
CSED via random effect estimation. The results of our model indicated that the firm size, type
of audit firm and financial performance in Amman Stock Exchange (ASE) are significantly
associated with the amount of CSED. On the other hand, we also find that firm profitability,
age, type of industry and ownership are not related to the practices of CSED.

Keywords: Disclosure, CSED, Stakeholder Theory, Disclosure index, Jordan

Introduction

In the past, responsibility of organizations
was an economic performance in the first
place, as the continuation of the
organizations requires a commitment to

maximize profits for shareholder groups
(Balabanis et.al, 1998). However, focusing
only on financial performance without any
considerations to social and environmental
impacts becomes a source of global concern
to many stakeholder groups especially with
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the increasing cases of corporate collapse
over non-financial issues during the last
decades (Ql-Oquili & Kouhy, 2006).
Corporate response to these global
concerns led to the emergence of the
concept of Corporate Social and
Environmental Responsibility (CSER) as a
western phenomenon in the business
literature (Macarulla & Talalweh, 2012;
Bewley et al,, 2000; Patten, 1992; Ullmann,
1985).

Corporate responsibility for not only their
financial actions, but also the non-financial
implications of their activities has become a
challenge for many countries, especially in
the developed world (Macarulla &
Talalweh, 2012). Particularly, Corporate
Social Environmental Responsibility (CSER)
practices in these countries such as Europe,
USA and Canada gained increasing
importance in the literature of accounting,
as numerous western studies confirmed
that the profit standard is no longer the
only approach used to evaluate corporate
performance (Bhattacharyya 2015, Adams
& Kuasirikun, 2004).

Meanwhile, the non-financial activities are
considered as important as financial
activities (D’Amato et al 2009). In essence,
the two are considered positively related as
Thomas and Hunger (2008) specifically
argue that corporate business activities
should be run in a socially acceptable way if
they desire to improve their image, and
establish credibility for their actions with
their  various stakeholders. Because
building a good relationship with the
stakeholders in the long run can ensure
sustainability of a business (Uddin et al
2008), thus, business sustainability would
be helpful to create value for all
stakeholders (Woodward et al., 1996).

Similarly, it is documented by several
western studies including for example those
conducted by Griffin and Mahon (1997),
Roman et al (1999), and Rowley and
Berman (2000) that, CSER strategy is an
important means to contributing to global
sustainability. And this is the reason why
CSER initiatives currently have gained so
much importance in those countries (Uddin
etal 2008).

Contrary to developed countries, corporate
social and environmental responsibility
(CSER) is reported as being at infancy stage
in the Jordanian business environment
(Ismail & Ibrahim, 2008). As many
developing countries, many Jordanian
stakeholders continue to suffer from a lack
of public awareness with regard to the
importance of CSER practices. This low level
of awareness has led to many violations of
local community rights and the surrounding
environment, despite the fact that Jordan
has recently issued a new set of regulations
to govern business processes (Ismail &
Ibrahim, 2009).

Before 2000, it is argued that the
government  regulations related to
corporate non-financial issues were not
eligible to enforce CSER initiatives in
Jordan, or at least encourage companies to
adopt better CSER practices as they are still
limited to specific financial requirements
(AlBitar, 2012). Indeed, social and
environmental practices of companies
operating in Jordan were considered to be a
part of their philanthropy framework rather
than taking it as a main approach for their
sustainable development (AlBitar, 2012). In
other words, a large number of companies
whether in Jordan or any developing
country are more concerned about how
much profits are generated and how much
dividends are paid, paying no attention to
social and environmental issues (Sani,
2015). The periods of 1990s are regarded
as an incubation stage of CSER by corporate
bodies. That is largely because most
Jordanian companies have not been able to
fully grasp CSER and sustainability practice.

However, the year 2000 to present are
considered as periods in which corporate
organisations realise the importance of
establishing standards that shall help them
be seen as behaving responsibly either as
other stakeholders. Furthermore, in 2000’s,
the Jordanian government made some
effort to raise the level of the social and
environmental responsibility of business.
Indeed, Jordan has recently witnessed a
true movement in the company's initiatives
of social and environmental activities by
enacting a new set of social and
environmental legislations and
sustainability forums across the country
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(Al-Zu'bi, 2011). For example, (i) in 2003
the Ministry of the Environment (MoE) was
established with the aim of improving and
maintaining the quality of the Jordanian
environment, conserving natural resources
and contributing to the sustainable
development of the country, and (ii) the
Environment Protection Law No. 52 of 2006
was passed, which is considered the main
legal framework for protection and
management of social and environmental
life and to provide legal protection for
citizens and workers and the local
community.

Nowadays, especially with the increasing
strategic decisions by companies that
involve potential social and economic
consequences (Jones et al 2007), many
businesses in Jordan realize the importance
of being officially responsible to their
stakeholders, by the reporting of their CSER
activities. As such, CSED is said to be a way
for providing such CSER information that
may satisfy accountability relationships
with stakeholders (Gray, 2000). Through
this accountability, it helps in creating a just
society among business corporations
(Deegan & Gordon, 1996). It is also
documented as a strategy to legitimize
corporate existence (O’Donovan, 2002;
Brown & Deegan, 1998). CSED is also an
indication of corporate moral consciousness
on social and environmental issues
(Shearer, 2002). Social and environmental
disclosures are found significantly useful in
enhancing corporate financial performance
(Waddock & Graves, 1997; Blacconiere,
1994). In the overall, it can be argued that
CSED is a successful strategy to make a
corporation more acceptable in society's
eyes.

CSED, in its broadest sense, is defined as
supplementary disclosure of information in
the corporate reporting, aiming to inform
society  about  their social and
environmental rights (Hassan, 2010). From
this perspective, this type of disclosure
gives the corporate reporting a great
reliability that would enhance the
confidence of stakeholders to make more
informed investment decisions. Hence, this
paper sets out to examine the extent and
the potential determinants of CSED
practices in Jordan for a sample of

manufacturing listed companies for the
period of 2010-2012. We examine the
degree to which firm characteristics (i.e.,
company size, age, profitability, industry
type, ownership type and audit type) affect
CSED practices. It also concentrates on how
to understand and explain organisational
behaviours that recognise other claimants’
rights in their environments according to
stakeholder theory.

Hence, the focus of this study shall be on all
non-financial disclosures by the Jordanian
manufacturing companies, in terms of
patterns and amount of CSED information
that was reported in the annual reports
during 2010.2011 and 2012.

Stakeholder Theory and CSER Disclosure

According to Langtry (1994), stakeholders
in accounting literature refers to individuals
or groups who have a stake in or a
legitimate claim on the firm. Furthermore, It
has been stated by Freeman (1984) that any
group or individual that can affect or is
affected by the achievement of an
organisation’s objectives can be called a
stakeholder. The Stanford Research
Institute (SRI, 1963) defines the term
stakeholders as “those groups without
whose support the organisation could cease
to exist” (Freeman et al., 1983, p. 89).

From the definitions above, it can be
understood  that the  philosophical
framework of the stakeholder theory is
based on trying to pay attention to all
parties that are associated with companies,
either through a direct or an indirect
relationship. Differences in the level of this
relationship, balancing of economic and
social interests and equal treatment among
all stakeholders, are the key ideas that
underlie this theory (Harrison & Freeman,
1999).

Stakeholder theory is one of the most
prominent strategic issues for companies
relating to how to manage their relationship
with stakeholders. This theory seeks to
interpret the complex relationships and
regulatory interactions, which intertwined
between the external and internal
environment for companies. Therefore, the
basic argument for the stakeholder theory
is an attempt to expand the concept of
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individuals who have a legitimate claim on
the firm from shareholder into stakeholder
(Marcoux 2003; Solomon & Linda 2002 and
Gray et al, 1996). In the same vein, Gray et
al (1996) argue that, stakeholder theory is
focused on identifying the responsibility
and accountability between a firm and its
stakeholders, which seeks to encourage
corporate bodies to align corporate needs
with its environment (Aribi, 2009).

According to this perspective, it could be
argued that the stakeholder groups have
the capacity to manipulate/control how
companies perform their duties (Wilson,
1997). In this regard, Gray et al, (1995:
p53) argue that: the corporation’s
continued existence requires the support of
the stakeholders and their approval must
be sought and the activities of the
corporation adjusted to gain that approval.
The more powerful the stakeholders, the
more the company must adapt; social
disclosure is thus seen as part of the
dialogue between the company and its
stakeholders.

In line with the stakeholder theory, CSED is
considered as an effective mechanism to be
used by organisations for managing and
developing relationships with its
stakeholders, in order to gain their support
and approval, or to distract their opposition
(Gray et al, 1996, p.46). Similarly, Roberts,
(1992) asserts that the CSED is one of the
most successful means in the interpretation
and negotiation of the relationships
between the internal and external parties.
Moreover, Guthrie and Parker (1990; p.
171) argue that the CSED is an important
way "to reflect public social priorities,
respond to  government  pressure,
accommodate environmental pressures and
sectional interests and protect corporate
prerogatives".

Thus, from the above, stakeholder theory is
considered as the theoretical perspective
for the purpose of explaining variations in
CSED practices and its determinants.
However, literatures have reported various
factors that determine the extent of
corporate social and environmental
disclosures which were broadly classified
into two categories (Adams, 2002). These
are:

1) Corporate characteristics as internal
factors influencing the corporate non-
financial  disclosure, such as size,
profitability, age, type of industry the
company belongs to etc.

2) General contextual factors as external
factors influencing the practices of CSED,
such as country of origin, economic
development, political context, culture,
media pressure, power of stakeholders etc.

Based on the above classification, this study
specifically examines the degree to which
firm characteristics affect CSED practices.
As such, some aspects of each of the above
broadly classified internal factors are
presented below, which can be developed
as explanatory variables within the next
subsection of this paper.

Determinants of Corporate Social and
Environmental Disclosure

A number of empirical studies like Hanafi
(2006), Ahmad, (2004), Haniffa & Cooke
(2002) and Adams and Kuasirikun (2000)
indicated that the analysis of the factors
that influence the level of CSED is one of the
major  considerations to find out
stakeholder needs of social and
environmental information, and to avert
conflict in the legitimacy relationship
between stakeholders and companies.
Based on the studies above, this paper will
deal with the major corporate
characteristics that affect the level of CSED
as determinant factors.

According to Gray et al. (2001; p.238), there
has been an increase of CSED studies "...in
both size and complexity over the last two
decades...unsurprising”. But, what is
surprising is that there is "increasing
attention from stakeholders and its
regulators", to explain and understand an
area of corporate characteristics and impact
on the level of CSED, for example: Holder
Webb et al, 2009; Belal & Owen, 2007;
Hanafi 2006; Cormier & Magnan, 2003;
Gray et al. 2001; Adams et al, 1998;
Hackston & Milne, 1996; Gray et al, 1995;
Patten, 1992; Zeghal & Ahmed, 1990;
Cowen etal., 1987.

Previous studies have focused on examining
the statistical relationship between the level
of CSED of the firm and their characteristics,
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through a set of CSED determinants. In
general, the above studies revealed that
company size, age, type of industry,
profitability, financial performance,
ownership structure and audit firm are the
most  frequently identified factors.
Therefore, this paper will address the most
important factors that have already been
used in most studies from a statistical
perspective for the following reasons:

e The majority of CSED studies have used
the above previous determinants based
on the different theories. This provides
the possibility of comparison between the
results of the previous literature with the
results of this paper, especially as it relies
on stakeholder theory to justify CSED
practices

e Previous CSED studies have used the
statistical tests to interpret the
relationship between firms’ determinants
and level of CSED; therefore, this paper
also will rely on statistical analysis to find
out the impact of previous determinants
on the level of CSED, given that this
technique provides the possibility of
obtaining more accurate data, thus, the
ability to be measured easily

e There are very limited studies - to the
best of the researcher’s knowledge - that
have attempted to explain the impact of
corporate characteristics on the level of
CSED in the Jordanian context; thus giving
this study a motivation to examine and
explain the impact of these factors on
CSED practices, in order to find out the
level of these non-financial practices in
this developing country

Below is a summary of each of the relevant
characteristics. Therefore, based on the
above points, the key questions that could
be raised here are:

Q1: What is the level of CSED practices in the
annual reports of Jordanian industrial
corporations?

Q2: Do the characteristics of firms determine
the level of CSED in the Jordanian annual
reports?

Company Size

Corporate size is one of the factors
potentially associated with the level of

social and environmental information. Also
it has a direct impact on the level of CSED in
terms of the quality and amounts. In this
regard, it cannot be excluded when
measuring the level of CSED practices (Gray
et al, 1995a, 2001). Ince (1998) has
criticized the study of Ness and Mirza
(1991) which did not take into account the
size effect on the level of CED, when he
mentioned that "One needs to be careful in
evaluating the conclusions drawn from Ness
and Mirza's (1991) work. The reason for
this is that, first of all, size effect was not
taken into account in their study' (p.55).

Company size has been viewed from
different perspectives. For instance, Hanafi
(2006); Naser et al., (2006) and Williams
(1999) used firm's market capitalization to
measure the impact of firm's size on the
level of CSED. Yao et al (2011), Cormier et
al. (2010) and Trotman and Bradley (1981)
used total assets as company size. Whilst
Belkaoui and Karpik (1989); Hossan,
(2010) and Freedman and Jaggi (1988)
used return on assets to measure the level
of CSED. But, Hackston and Milne (1996)
used all of the above measures in their
study.

Despite the differences in the approach of
company size, results from the previous
studies indicated that the size of the firm is
an important determinant of CSED as larger
firms make better disclosures. Patten
(2002) argues that larger firms -often- are a
more detailed disclosure than small-sized
companies with regard to CSR information.
In this regard, Hanafi (2006: p.229) adds
that the reason behind that “super-large
companies are significantly more likely to
disclose more of all types of corporate
social and environmental information.
These companies are subject to more public
scrutiny by virtue of their size; they receive
more attention, and are under greater
potential pressure”.

Many studies that found positive
relationship between firm’s size and
disclosures include (e.g. Wang et al 2013;
Uyar et al 2013; Yao et al, 2011; Parsa &
Kouhy, 2008; Ghazali, 2007; Hanafi 2006;
Gray et al, 2001; Hackson & Milne, 1996;
Cowen et al, 1987, and Trotman and
Bradley, 1981). In contrast, other studies
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(e.g. Bayoud & Kavanagh, 2012; Hussainey
et al, 2011; Roberts, 1992; Ng, 1985 and
Singh & Ahuja 1983) found that the firm's
size is not significantly associated with the
level of CSED.

From the aforementioned, it could be
argued that there is a relationship between
the size of the company, the level of CSED
and pressures of stakeholder groups.
Thence, according to the view of Ince
(1998), larger firms are subject to stronger
pressure from stakeholder groups than the
firms that have a few stakeholders.
Consequently previous results support the
perception of stakeholder theory, which
argues that firms are seeking to maintain
good relations with stakeholders and avoid
their pressures, through meeting their
needs of social and environmental
information (Kakabadse et al, 2005;
McWilliams and Siegel, 2001). Therefore,
the discussion above leads to the sub first
key hypothesis that could be raised here
which is: There is no relationship between
corporate size and level of CSED practices in
the Jordanian annual reports.

Type of Industry

Several empirical CSR studies indicated that
there is a significant evolution in the level
and patterns of CSR disclosure, largely
associated with the type of corporate
industry (Waddock & Graves, 1997,
Hackston & Milne, 1996).

Despite the evolution of the CSED level that
was mentioned by Waddock and Graves,
(1997) and Hackston and Milne, (1996),
there are still variations in the items of
CSED across different types of industry
sector (Bayoud & Kavanagh, 2012; McGuire
et al, 2003; Gray et al, 2001; Hackston &
Milne, 1996; and Gray et al, 1995). For
example, Hackston and Milne (1996) assert
that there was variation in the level of
disclosure based on the type of industry,
they argue that "such as extractive
industries, are more likely to disclose
information about their environmental
impacts than are companies in other
industries" (p.82).

Also, Bayoud and Kavanagh, (2012: p.13)
added that “Companies in the oil sector are
more focused on environmental issues,

while companies in the food sector are
involved more in community, health and
food related CSR activities...,, while the
manufacturing sector is more disclosed
about community, safety and health related
to CSR categories”.

From above, it could be argued that the
nature of the company's activity has a
significant role in determining the patterns
of social and environmental information
disclosure. In this context, many studies
have indicated through their results the
existence of a positive relationship between
type of industry and level of CSED (e.g.
Wang et al 2013; Bayoud & Kavanagh,
2012; Parsa & Kouhy, 2008; Rizk et al 2008;
Ghazali, 2007; Hanafi 2006; Gray, 2001;
Adams 1998; Gamble et al,, 1995; Singh &
Ahuja 1983).

Previous studies found that the level of
CSED was not on the same level of
consistency, compared with the same factor
(type of industry), as shown in the
quotation above. For example Kelly (1981)
found that there was some variance in the
positive relationship with the CSD patterns
among types of industry, as such: primary
and secondary industry companies tended
to disclose environmental and energy-
related information more than corporations
engaged in service industry. Also, Ness and
Mirza (1991) found that there was strong
relationships between the oil industry and
CSD patterns. On the other study, Gamble et
al, (1995) found that there was a
correlation between the quality and
patterns of CSED and the nature of the
company's activity, especially in the sector
of hazardous waste management. In this
regard, Patten, (1992) argues that the
variations of CSED patterns are a result of
the difference in firms' activities and
stakeholders’ needs as well.

On the other hand, certain studies (e.g.
Hanafi, 2006; Newson & Deegan, 2002;
Choi, 1999; Hackston & Milne, 1996; and
Patten, 1992) have tried to determine the
impact of the main activity for industry on
the level of CSED, by classifying industries
depending on the type of activities
practiced by firms into two types; (i) high
profit firms or those operating in highly
environmentally sensitive industries, (ii)
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low profile firms that are operating in lower
environmentally sensitive industries.

Based on the above category, the results of
the previous studies indicated that the
industries that are highly environmentally
sensitive, have a lot of social and
environmental disclosures, compared with
industries that have lower levels of
sensitivity towards the environment. In
contrast, other studies in the same area,
found that there was no impact for the type
of industry on the level of CSED, for
example; Cowen et al. (1987) and Sahay,
(2004).

In this regard, this paper will examine the
level of CSED by the Jordanian industrial
sector, accordance to ASE classification in
10 sub-sectors. Thus, a broad research
hypothesis could be raised here which is:
There is no relationship between type of
Industry and level of CSED practices in the
Jordanian annual reports.

Profitability of Firms

In respect of corporate profitability effects
on CSED level, there is an obvious variation
in the results of studies that have addressed
the impact of firms' characteristics on the
level of CSED. For example, Murray et al.,
(2006) examined the relationship between
profitability and level and patterns of CSD
related to environmental, community,
employee and customer issues. The sample
of this study included the top 100
companies in the UK sectors during 10
years (Chemicals, 0il and Gas;
Pharmaceuticals; General Manufacture; and
Extractive). The results show that there was
a variation in the associations between
profitability and level of CSD, as such (the
correlations between profitability and the
level and nature of CSD practices from
1989-1992 were low but positive. Between
1993-1996, it was very close to zero and a
negative relationship was observed during
1996- 1997).Thus, Murray et al, (2006)
suggest “an inverse relationship exists
between share returns and these variables
but none of the negative values are
statistically significant”(p. 240).

It seems that the result of Murray et al,
(2006) about the relationship between
profitability and patterns of CSD, was

consistent with the results of (Uyar et al
2013; Bayoud & Kavanagh, 2012; Ghazali,
2007; Naser et al. 2006; Hackston & Maline,
1996; Belkaoui & Karpik, 1989 and Cowen
et al. 1987). In contrast, there are also many
studies that disagreed with the results of
Murray et al,, (2006) such as (Hussainey et
al, 2011; Samaha & Dahawy 2011; Hanafi,
2006; Haniffa & Cooke, 2005; Gray et al.
2001; Singh & Ahuja, 1983) who have found
a significant relationship for this variable.

Generally, profitability is considered as one
of the determinants that cannot be ignored
because of its impact on the level of CSED.
Therefore, based on the above negative
results, Ullman (1985) argues that the
reason for these contradicting results can
be caused by weakness in the methodology
of these studies, which did not have a
relationship between CSRD and
profitability. Hence, the firms that have a
strong economic edge (based on high
profits) automatically have a lot of CSED,
and maybe considered by stakeholders as
socially responsible (Cormier et al.,, 2005).
This also raises stakeholder confidence
regarding those firms' profitability. Ullman
(1985) argues that Economic performance
determines the relative weight of a social
demand and the attention it receives from
top decision makers. In periods of low
profitability and in situations of high debt,
economic demands will have priority over
social demands (p.553).

Based on the above findings, there is a
hypothesis that dominates the above
debate: There is no relationship between
corporate profitability and level of CSED
practices in the Jordanian annual reports.

Corporate Ownership

According to Jensen and Meckling (1976),
the agency theory assumes a separation
between ownership of firms and control of
a firm, to attempt to reduce agency costs in
addition to the reduction in the conflict of
interest between stakeholders groups. So
that, each party of stakeholders has the
ability to choose its actions optimally in its
self-determined goals (Ince, 1998). Further,
Smith, et al, (2005. p.131) believe that
“ownership structure may influence the
relationship between companies and

Tareq Bani-Khalid, Reza Kouhy and Aminu Hassan (2017), Journal of Accounting and Auditing: Research &

Practice, DOI: 10.5171/2017.369352



Journal of Accounting and Auditing: Research & Practice

stakeholders, and influence the level of
quantity and quality of CSD”

Moreover, Haniffa and Cooke (2005),
underscore  diversity of  ownership
structure as a key contributing factor to the
reduction of the legitimacy gaps between
firms and stakeholders. According to
Freeman (1984), stakeholder theory is a
model to management of conflicts and
achieving a balance among groups that
have, or claim, ownership, rights, or
interests in a corporation and its activities.
In this context, it is important to examine
the impact of ownership structure on the
level of CSED, which has been highlighted in
the above theoretical review.

Based on the above discussion that
examines the relationship between
corporate ownership structure and the
patterns of CSED, it is considered as one of
the common features to the many CSR
studies that have been conducted during
the last 20 years, for example (Cormier et al.
2011; Rizk et al. 2008; Ghazali, 2007; Naser
et al. 2006; Haniffa & Cooke, 2005; Adams,
2002; Gray et al.1995; Patten,1992; Guthrie
& Parker, 1990; Andrew et al. 1989; and
Teoh & Thong 1984).

According to Gao et al (2005) and Gray et al.
(1995) reviews, the affiliation to the firm's
ownership is an important determinant of
CSED level. The majority of previous studies
indicated in their findings the existence of a
significant  effect of the corporate
ownership on the level of CSED.

However, the same studies indicated that
there were differences in the level of CSR
disclosure based on the diversity of the
internal structure of corporate ownership.
For example; Ghazali, (2007) in examining
different relationships in firm ownership
and the influence of firm ownership
(director ownership, government
ownership and ownership concentration),
established that director ownership and
government ownership significantly
influence CSED, while ownership
concentration is not statistically significant
in explaining the level of CSD.

Moreover, Naser, et al, (2006) examined the
impact of governmental ownership,
institutional ~ ownership, and major
shareholders on the level of CSED. The

results pointed out that there is an impact
of institutional ownership and
governmental ownership on the level of
CSED, whilst ownership of major
shareholders does not have a relationship
with the level of CSED.

On the other hand, Andrew et al. (1989)
studied the impact of foreign ownership
and local ownership on the level of CSED.
They found that there is a positive
relationship between ownership and the
level of CSED. But, CSED is mostly
associated with the larger and foreign-
owned companies. Conversely, Haniffa and
Cooke, (2005) results confirmed a
significant relationship between firm
ownership  (Malay directors, Malay
shareholders and foreign shareholders) and
the level of CSD in the annual reports of
Malaysian companies.

With regard to private and public
ownership, Ahmed (2004) found that the
CSED in the corporate private ownership is
more than the disclosures in corporate
public ownership. On the same note, Rizk et
al. (2008) found that these are significantly
affected by the level of CSED by private
companies more than the corporate
government ownership. In this context, Rizk
et al. (2008) argue that “Legitimacy theory
gives us a probable explanation for this fact.
It can be argued that increased
environmental disclosure by private
companies is a strategy employed by
Egyptian organizations to ensure/maintain
their organizational legitimacy” (p.321)

In this regard, Ghazali, (2007) argues that
the diversity of firms’ ownership reflects a
variety of perceptions of stakeholders
between supporters and opponents of CSED
policy. For example, Roberts, (1992) and
Ullman, (1985) argued that the level of firm
ownership that is concentrated in the hands
of a few persons might be of negative
consequence effect on the firms' interests.
Moreover, Yao et al, (2011) argue that the
firms that have a more diversified
ownership structure have a big "willingness
to share their CSR information with the
public" (p.25). The opinion of Yao et al,
(2011) stems from the disclosures policy
which takes into account the provision of
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CSED to stakeholders as a means to reduce
conflicts among various stakeholders.

Based on the sample of this paper,
Jordanian industrial sectors will be within
the scope of this research to investigate
corporate ownership through government
and public ownership. Thus, a broad
research hypothesis could be raised here:
There is no relationship between ownership
structure and level of CSED practices in the
Jordanian annual reports.

Type of Audit Firm

The selection of the audit firm type as one
of the important factors that affects the
level of CSED practices is based on evidence
in the literature of CSR (Hussainy et al.
2011). For example, Khasharmeh and
Desoky (2013) argue that, "An auditing firm
may have a significant role to play with
respect to the amount of information
disclosed by the company" (p.47).
Moreover, Hail (2002) sees that the type of
audit firm is an important factor in
improving firms’ reporting practices.

Although the type of auditor is an important
factor to facilitate the disclosure of
corporate  information, Hussainy et
al.(2011) argue that the previous literature
has submitted mixed results regarding the
impact of the type of auditor firm on the
level of CSED practises. Several studies have
indicated that the international audit firms
such as big-4 audit firms has a significant
influence on the level of CSED in corporate
reports than the local audit firms (e.g.
Samaha & Dahawy 2011; Hussainy et al.
2011; Barako et al 2006; Hossain et al.
2006; and Xiao et al, 2004). In contrast,
other studies have indicated that there is no
relationship between audit type and CSED
practises in  the annual reports
(Khasharmeh & Desoky, 2013; Huafang &
Jianguo, 2007; Chau & Gray, 2010).

Based on the discussion above, this paper
seeks to explore the impact of the audit firm
type on the level of CSED in annual reports.
Thus, Big 4 audit firms will be employed in
this paper for two reasons: first because
they are considered the biggest four
international firms who have a wide activity
in the Jordanian economic environment;
second since they are often used in the
previous studies to measure the impact of

the type of auditor on the level of CSR
practises (Khasharmeh & Desoky, 2013;
Hussainy et al, 2011; Hossain et al, 2006;
Xiao et al., 2004). In line with the above, the
following hypothesis could be raised: There
is no relationship between type of audit firm
and level of CSED practices in the Jordanian
annual reports.

Type of Financial Market

The financial performance indicators (e.g.
ROA, ROE, ROS) are considered the main
factors that have been used widely in the
literature of CSR to explore the underlying
relationship between firms’ corporate
financial performance and the level of CSED
among listed firms (e.g. Uwuigbe &
Olayinka, 2012; Barnett & Salomon, 2012;
Bayoud et al, 2012; Graafland & Smid 2004;
Salama, 2003; Orlitzky et al. 2003; Rowley
& Berman 2000; McWilliams & Siegel 2000;
Roman, et al 1999; Key & Popkin 1998).

Although the Return on Equity (ROE) is one
of the key indicators that will be used to
analyse the level of CSED in Jordanian
annual reports, this paper will be also
adopted on the classification of ASE for the
Jordanian listed companies as an internal
factor is compatible with the nature of the
paper data (ASE, 2013).

Indeed, the classification of ASE for
Jordanian listed companies into two
markets is based on the size of the
contribution of each company in the local
market. The first market represents the
best financial performance of companies;
while the second market tends to be
medium and smaller size in terms of the
financial performance in ASE.

Based on the classification above, this paper
tends to employ the type of financial market
as one of the internal factors that can be
performed to explain the level of social and
environmental information reported in the
annual reports. Thus, the hypothesis raised
here is: There is no relationship between
level of financial performance and level of
CSED practices in the Jordanian annual
reports.
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Research Methodology

Functionalist paradigm as a
methodological framework

According to Ardalan, (2003) functionalist
paradigm is a philosophical framework,
which theoretically assumes that society
has a systematic character and follows a
certain order directed toward the
production of useful knowledge. Burrell and
Morgan, (1979) argue that this paradigm
emphasizes the importance of
understanding the order, equilibrium and
stability in society, by providing more
details about social phenomena under
investigation. Specifically, Saunders et al,
(2007.p.41) stated that “the functionalist
paradigm provide a rational explanation of
why a particular organizational problem is
occurring and develops a set of
recommendations within the current
structure of the organization's current
management”.

Moreover, Dhillion and Backhouse, (2001)
argue that the functionalist paradigm is
considered as a logical foundation to
provide rational explanations of human
nature based on philosophical hypothesizes,
therefore, the functionalist paradigm tends
to use scientific tests and quantitative
techniques to the analysis of data, and
generalized findings.

Hence, in keeping with the views above
Ardalan, (2003), Saunders et al, (2007) and
Burrell and Morgan, (1979), this paper
adopts the philosophy of generating
explanatory hypotheses as a basis of social
change, which is a usually used statistical
technique to interpret the social
phenomena being studied.

Disclosure index as a method to measure
the level of CSED practices

Although content analysis is considered the
most commonly used method in analytical
uses for both qualitative and quantitative
data, there are other methods that are used
in content analysis where they have the
ability to investigate the contents of the
disclosure data (Roberts et al 2005).
Specifically they stated "More recent
studies of social and environmental
disclosure have much more sophisticated,

and have used various forms of content
analysis. Content analysis-based disclosure
checklists are designed to measure whether
or not an item is disclosed and also to
record the form that disclosure takes"
(Roberts, et al. 2005. p.249).

Proceeding from the above quotation, this
paper seeks to apply the disclosure index as
a measurement unit to collect and analyze
ideas, structures and meanings related to
the social and environmental items in the
Jordanian annual reports. This method
basically involves analyzing particular texts
by assigning sub-categories into a key
category. In a clearer definition of this
index, Guthrie and Abeysekera (2006: p.11)
reported that "a disclosure index is a
research instrument comprising a series of
pre-selected items which, when scored,
provide a measure that indicates a level of
disclosure in the specific context for which
the index was devised"'.

It should be noted that the disclosure index
method involves a set of methodical
procedures interlaced with the objectives of
this paper; starting by selecting disclosure
categories, defining the documents used,
scoring items and sample selection in order
to collect the desired data.

Identifying the initial items that should be
included in the disclosure index method as
a first step to analyze the contexts of
corporate reports needs to be clearly
defined. In this step, identifying a new set of
disclosure items usually depend on the
researchers' ability to review appropriate
items that used in the similar studies.
Therefore, most of the disclosure index
items are selected from the previous
literature (Hussainey, 2004; Marston and
Shrieves, 1991)

In this paper, disclosure index is based on
an analytical approach suggested by Ernst
and Ernst (1978) as reliable and
comprehensive categories for all corporate
non-financial practices, as follows: (i) The
Ernst and Ernst index captures a variety of
social and environmental activities under 7
major categories, namely; Environment,
Energy, Fair business practices, Human
resources, Community involvement,
Products, and Other Activities, thereby
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making it more inclusive on CSED activities
than the items included in previous studies
(e.g. Deegan et al, 2002; Tsang, 1998;
Hackston & Milne, 1996; Gray et al, 1995b;
Zeghal & Ahmad, 1990); (ii) Ernst and Ernst
(1978) have developed "other" category,
which can help to add any new activities of
CSED practices in this category which do
not fall within the main categories (Gray et
al,, 1995b); (iii)""From a coding perspective,
the Ernst and Ernst approach is likely to be
more reliable than (other CSR studies)
because each coder has (specific options)
for each coding decision, and consequently,
far fewer possibilities for disagreeing"
(Milne and Adler, 1999: p.242).

With regard to the documents used, most
studies employing disclosure index have
agreed that the corporate annual report is
considered as a major source to collect
social and environmental information
(O'Dwyer, et al, 2005; Idowu & Towler,
2004; Deegan & Rankin, 1997; Gray, et al.
1996). For example, Tilt (1994) asserts that
corporate annual report gives stakeholders
a high degree of credibility of information
disclosed more than any other source. It is
argued that in its broadest sense, "The
annual report not only is a statutory
document, produced regularly, but it also
represents what is probably the most
important document in terms of an
organization's construction of its own social
imagery" (Gray et al, 1995b, p.83).
Consistent with the majority of research
efforts, this paper will adopt the same data
source that has already been used in the
CSR studies to be analysed.

This paper uses an un-weighted approach
as a measure to evaluate the level of CSED
practices in the annual reports because it
assumes that all of items are of equal
weights and relative importance (Haddad,
2005). This approach depends on the
assigned weight on each item to denote the

presence/absence of the disclosure. Thus
this approach avoids the autonomous idea
of weights in the disclosure checklist
(Hasan & Marston, 2010).

Indeed, the main consideration in the un-
weighted disclosure checklist is that it deals
with all the items as equal, where if a
company disclosed any item of social and
environmental information in its annual
report it will be awarded (1) and if not it
will be awarded (0) in the disclosure
checklist (Elsayed, 2010; Marston and
Shrives, 1991). Thus, the disclosure
checklist for the social and environmental
practices measures the level of disclosure
for each pattern of CSED; also it measures
the total of CSED practices, as follows:

CSED =7, di
Where:

CSED = total of CSED
d = (1) if the item is disclosed, (0) if not
n = number of items

Sample selection

A preliminary investigation in the
population of this paper showed that the
industrial sector contains 69 companies
listed in ASE during 2012, 72 companies
listed in 2011 and 71 companies listed in
2010. Therefore, after reviewing the
classifications of ASE for the industrial
sector, the researcher found that there are 6
companies that are delisted from the ASE
during the research period. In fact,
according to the requirements of financial
trading in ASE, these companies have been
excluded because they failed to meet
disclosing requirements and regulations.
Therefore, only 66 companies were eligible
as a balanced sample of the research
periods for 2010, 2011 and 2012, which is
shown in the table below.
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An investigation in the above table reveals
that there were 66 industrial companies
listed in ASE, as a final balanced sample in
this paper. These sub-sectors were
classified into two markets; 20 (30.3%)
companies in the first market and 46
(69.7%) companies in the second market.
According to ASE (2012), the classifications
of markets into two categories are basic
classifications applied to the size of
financial performance of companies by
dealing with their securities; the first
market represents the best financial
performance of companies; while the
second market tends to be medium and
small size in terms of the financial
performance in ASE.

Indeed, 198 annual reports from 66
industrial companies listed on ASE during
2010, 2011 and 2012 were selected for this
paper. In fact, it should be noted here that
the industrial sector was selected in this
paper, due to the fact that it is considered
the largest sector that affects the
environment and society; logically, the
researcher expects that the social and
environment activities within their annual
reports are more than other sectors.

Generally, the process of analysing data
from the final sample is to evaluate the
impact of internal factors on the level of
CSED practices in the annual reports. Thus,
this paper uses statistical analysis method
in order to answer the research questions
that have been developed in the literature

2o |

review; which will be clear through the next
sub-section.

Analysis and Discussion

Descriptive analyses of the level of CSED
practices

According to Pallant (2001) there are many
statistical techniques which can be selected
to analyse data. However, Oppenheim
(1992) argues that the process of selecting
appropriate statistical technique should be
based on the nature of the data targeted.
Therefore, considering the nature of data in
this paper, the data will be analysed using
two key methods, namely; (i) descriptive
analysis to identify the level of CSED in the
Jordanian industrial company listed in AES;
and (ii) a statistical analysis by using the
SPSS software, in order to investigate any
relationships between corporate
characteristics and the level of CSED.

This subsection describes the level of CSED
practices for the period under review as
indicated in chart 5.3 below. The chart
indicates that the CSED levels are low and
very similar to each other during the survey
period of 2010 to 2012 respectively.
Specifically, the total amounts of CSED
practices during the study period were
35.9%, 31.6% and 32.4% respectively. This
means that the level of CSED in Jordanian
listed companies is still below than
expected, as shown below.
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Chart 1 shows that there is an insignificant
decrease in the total level of CSED practices
from 35.9 per cent in 2010 to 31.6 in 2011.
Moreover, the period between 2011 and
2012 indicates that there is a slight increase
from 31.6 per cent to 32.4 percent in the
level of CSED in annual reports.

This unsatisfactory result is not surprising
in this paper, given that the disclosure on
CSER information is still voluntary in Jordan
business environment. In other words, it
might be because of the lack of local
regulation that can encourage the practices
of CSED. Consequently, the reason of not
having a proper regulation might be the
lack of cultural awareness of corporate
management and government with regards
to CSED benefits. This result is confirming
the idea of Hossain et al (2012) who state
that the reasons behind the low CSER
practices "are attributable to lack of
regulatory framework, tendency to non-
compliance of the laws, socio economic
problems, lack of awareness and education
in sustainable development, and lack of
initiatives from government' (p.2).

In addition to the above arguments, it needs
be noted that, the slight differences in the
level of CSED practices during the survey
periods might be related to the recent
political and economic unrest in Arab

countries so called Arab spring. The next
section discusses random-effects model as a
tool that allows measurement of the
possible  relationships  between the
determinant factors and the level of CSED
practices.

Statistical Analysis of the corporate
factors affecting the CSED practices

In the disclosure literature, there are
several tests of the random-effects models
which have been widely employed in the
quantitative studies as suitable techniques
to analyse the causal relationships among
variables (Sekaran, 1984). From the
software of SPSS, random- effect model is
applied in this section as an appropriate
regression technique for measuring the
relationship between the level of CSED and
corporate characteristics.

In line with the above argument, the test of
random-effect model is conducted in this
paper in order to answer the second
research question by analysing the causal
relationship between the level of CSED
practices and corporate characteristics.
Specifically, this relationship between
dependent and independent variables will
be illustrated in the following equation:
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CSEDit = ai + 1 (SIZEit) + p2 (PROFit) +
B3 (AGEit) + B4 (INDit) + B5 (OWNit) +
B6 (AUDIt) + B7 (FIN-PERFit) + uit + it

Where:

CSEDit = dependent variable measured by
disclosure index.

ai = the constant measure

B1(SIZEit) = Firm size measured by total
assets

2(PROFit) = Profitability measured by ROE
(return on equity)

B3(AGEit) = Age of firms

B4(INDit) = Type of industry measured by
type of sub-sector

B5(OWNit) = Ownership of firm measured
by government or public

B6(AUDIt) = Type of auditor measured by
big 4 audit firms

B7(FIN-PERFit) = Financial performance
measured by type of market in ASE

uit = Error term.

it = Random error term

From table 2, it can be seen that the random
effects model is a fit model to produce
meaningful

statistical results.

The results of table 2 suggest that the
random effects model in this study was
statistically significant based on the two
most important indicators, namely: (i) F
value with p-value and (ii) the R2 values.
Specifically, the (F-value = 14.72 with p-
value <.000) as the first indicator point out
that the results of random effects model are
true and statistically reliable at the (<.001)
level. Thus, it can be understood that this
result absolutely does not come by chance.

The second important result can be
explained for the adoption of the random-
effects model through the value of the R2.
Statistically, the value of R2 overall is
considered to be a common value that can

used to assess whether the random effects
model is a good fit to analyse the results or
not. In this model, the value of R2 overall is
(0.34), which means that this model
explains about 34 per cent of the variability
of the level of CSED practices in the
Jordanian annual reports.

Based on the validity of the above model, it
seems that this model can be used for
prediction purposes in the linear
relationships between the level of CSED
practices and corporate characteristics.
Therefore, this model will be developed by
analysing the results of the second model
summary below.
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As can be seen from Table 3, the strongest
contributions of corporate characteristics
on the level of CSED practices at the < 0.01
level are from firm size and audit firm.
Corporate size is significantly associated
with the level of CSED practices by (B =
314, with p value < 0.000). From the
previous result, it can be predicted that for
each 1,000,000 ]JD increase in corporate
size, there is an increase in the level of
CSED practices by 0.31 percent.

Similarly, at the level p<0.01, the second
strongest relationship among corporate
characteristics is between type of audit
firm and level of CSED practices by (B =
.086 with p<0.01). This result means that
the companies audited by Big 4 auditors
have  provided more social and
environmental information by 0.09 percent
in their annual reports than the companies
without Big 4 auditors.

Furthermore, at the level < 0.05, the factor
of financial performance is also statistically
significant with the level of CSE practices
by (B = -.035, with p< 0.03). However, this
result of B coefficients indicates that the
nature of this relationship is an inverse
relationship, which means that companies
listed in the second market have provided
more information on CSR practices than
the companies listed in the first market by
(0.04) percent.

In spite of the significant results obtained
from the explanatory variables above; the
random effects model also indicates that
there are some insignificance relationships
in regression test. In particular, the
variables of return on equity, age, type of
industry, and ownership structure are not
significant with CSED practices at the p <
0.05 level. Indeed, all p-values of the above
variables were greater than 0.05, (§ = 045,
p=0.386), (B = -.001, p> 0.410), (B = .001,
p> 0.878) and (B = .010, p> 0.810)
respectively. Therefore, these results
indicate that there is no linear relationship
between CSED practices and ROE, age,
industry and ownership.

Generally, an examination of the results of
random-effects model used in this paper
indicates that the impact of corporate
characteristics on the level of CSED
practices is partially consistent with the
results of previous literature. In line with
the findings of table 3, this section
discusses the above results by developing
hypotheses of the regression model in the
below section.

Results and Discussion of Findings
Ho: There is no relationship between

corporate size and level of CSED in the
annual reports.
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According to the results on random-effects
model, Table 3 suggests that corporate size
has a statistically significant influence on
the level of CSED practices in the annual
reports. In line with this result, the null
hypothesis (HO) can be rejected and
supporting the alternative hypothesis (H1)
that indicates a positive association
between the corporate size and the level of
CSED practices in the Jordanian annual
reports.

This result is basically consistent with the
dominant trend in previous literature,
which showed that the firm size was
statistically in significant relationship with
the level and extent of social and
environmental information (e.g. Wang et al
2013; Uyar et al 2013; Yao et al, 2011;
Parsa & Kouhy, 2008; Ghazali, 2007; Hanafi
2006; Gray et al,, 2001; Hackson & Milne,
1996; Cowen et al., 1987, and Trotman and
Bradley, 1981).

The empirical studies above agreed that
‘firm size’ has the greater attention in
literature as a determinant of disclosure,
which affects the level of corporate
disclosure. However these studies reveal
that the large companies are ready to
disclose more information on the social and
environmental practices than the small. In
the context of stakeholder perspective,
Hanafi (2006) argues that the large
companies by virtue of their size are facing
more potential pressure that may stem
from the multiple relationships between
internal and external stakeholders, and as
such they tend to provide more
information on their social practices.

Consistent with stakeholder theory, it can
be argued that the main reason for large
companies to increase the social and
environmental information is to keep good
relationships and to avoid potential
pressures among stakeholder groups
(Smith et al. 2005; McWilliams & Siegel,
2001and Gray et al. 1996). Based on this
view, it can be concluded that the
relationship between corporate disclosure
and firm size is a significant positive
correlation to reject HO.

Ho: There is no relationship between
corporate profitability and level of CSED
in the annual reports.

With regard to the impact of firms'
profitability on CSED practices, the
empirical evidence of the CSR literature
provided mixed results on this relationship.
For example, many previous studies found
a positive relationship between
profitability and level of corporate social
and environmental disclosure (e.g.
Hussainey et al, 2011; Hanafi, 2006; Haniffa
& Cooke, 2005; Roberts, 1992; Singh &
Ahuja, 1983). In contrast, there are also
many studies that show an insignificant
relationship between profitability and
CSED practices (e.g. Uyar et al 2013;
Bayoud & Kavanagh, 2012; Ghazali, 2007;
Naser et al. 2006; Deegan & Gordan 1996;
Hackston & Maline, 1996; Belkaoui &
Karpik, 1989 and Cowen et al. 1987).

In this study, corporate profitability was
hypothesized to have no significant
relationship with the level of CSED
practices, and indeed the result found
suggests that profitability factor is
insignificant. Thus, this result supports the
null hypothesis (HO) and rejects the
alternative hypothesis (HD) that
emphasizes that there is no effect for the
firms' profitability on the level of CSED
practices.

It seems that the negative result in the
current study on the relationship between
corporate profitability and CESD practices
was not consistent with the stakeholders’
perspective which states that the corporate
profitability is considered as one of the
final fundamental purposes for a corporate
management, which, in turn, leads to the
increase of investors’ confidence in the
corporate management (Clarkson, 1995
and Carroll, 1991). As Cormier et al,
(2005) and Ullman, (1985) believe that the
firms that have a reasonable profit, they
automatically have a lot of CSED practices;
because the profit advantage for companies
may lead them ethically to do more
practices in socially responsible ways as
members of communities. Regardless of the
negative result for this factor, it can be
understood that the profitability is one of
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the determinants that cannot be ignored
due to its impact on the level of CSED.

Ho: There is no relationship between
corporate age and level of CSED in the
annual reports.

With regard to the firms' age, it seems that
the negative impact between firm's age and
level of CSED practices was the prevailing
relationship in the suggested model. This
result was consistent with the results of
previous studies (e.g. Uyar et al 2013; Abo-
Sufian, 2012; Yao et al, 2011; Parsa &
Kouhy, 2008; Hossain & Raza 2007; Haniffa
& Cooke, 2005; and Singh & Ahuja, 1983)
that revealed there is no relationship
between level of CSED and company age.
Unlike studies that agreed that the firm age
may help to explain the level of CSED
practices among companies (e.g. Bayoud &
Kavanagh, 2012; Gray et al, 1996; Choi,
1999).

Although the results of previous literature -
from the perspective of theory of
stakeholders did not provide enough
evidence on the empirical association
between company age and corporate
disclosure practices, the literature on CSR
disclosure was agreed that the older
companies provide more information
about social and environmental practices
than the smaller ones, because the younger
companies are logically smaller in terms of
voluntary practices than older firms (Parsa
and Kouhy, 2008).

From above, the result in the current study
was not consistent with the view of Parsa
and Kouhy (2008), which indicates that
older firms are more likely to disclose CSR
information than younger companies.
However, in this study, the negative impact
of this factor can be explained that the
Jordanian young companies may need to
disclose more information to maintain its
commitment with the disclosure
requirements and to avoid any legal action
may lead to delist the company from ASE.
Also, it could be argued that these young
companies often used the comprehensive
disclosure as one of the effective tools to
increase investor confidence. For these

reasons, the null hypothesis (HO) can be
supported and kept.

Ho: There is no relationship between type
of industry and level of CSED in the
annual reports.

From the perspective of stakeholder
theory, the expected levels of CSED
practices basically depend on the variation
of companies’ activities. In this regard,
Patten, (1991) argues that the variations in
the levels of CSED practices are a result of
the difference in firms' activities and
stakeholder’s needs as well. For example,
Hassan (2010) argues that the industrial
companies receive greater attention from
stakeholders than non-manufacturing
companies. Therefore, these kinds of
companies are subjected to more social
pressure that might be considered as a
motive to provide more CSED practices.

Contrary to expectations, the type of
industry in this study has no significant
effect on the level of CSED practices, where
this result was disagreed with the majority
of previous studies that found a positive
relationship between type of industry and
CSED practices (e.g. e.g. Wang et al 2013;
Bayoud & Kavanagh, 2012; Parsa & Kouhy,
2008; Rizk et al 2008; Ghazali, 2007; Hanafi
2006; Gray, 2001; Adams 1998; Gamble et
al,, 1995; Singh & Ahuja 1983). Indeed, this
result can be attributed to similarities in
the type of activity, where all companies in
this study are considered of an industrial
nature only compared with other studies
that dealt with both industry activity and
non-industrial activity, where the level of
corporate disclosure can be clearer if there
were a comparison between the industrial
and the financial sector.

Based on the result of this study that is not
consistent with a suggested model, the null
hypothesis (HO) is accepted and the
alternative hypothesis (H1) is rejected.
Thus, it can be concluded that there is an
insignificant association between level of
CSED practices and type of industry in the
Jordanian listed companies.
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Ho: There is no relationship between
ownership structure and level of CSED in
the annual reports.

The result concerning the impact of
ownership structure on the level of CSED
practices is not statistically significant to
explain the level of CSED practices in the
Jordanian annual reports. This result is not
similar to the results in previous studies,
which found a significant relationship
between ownership structure and level of
non-financial information (e.g. Wang et al
2013; Soliman, et al 2012; Yao et al,, 2011;
Cormier et al. 2011; Rizk et al. 2008;
Ghazali, 2007; Naser et al. 2006; Haniffa &
Cooke, 2005; Gray et al.1995; Patten, 1992;
Guthrie & Parker, 1990; Andrew et al. 1989;
and Teoh & Thong 1984).

The majority of previous studies were
based on stakeholder theory as part of
societal theories that provided a probable
explanation for the relationship between
ownership  structure and corporate
disclosure as one of the key factors that can
influence the level of the social and
environmental practices (Smith, et al,
2005). In this regard, Haniffa and Cooke,
(2005) and Elijido-Ten (2007) believe that
the diversity of firms’ ownership may help
to reduce the confidence gap among
stakeholder groups by providing more
extensive decisions on voluntary disclosure,
which may stem from several perceptions
for shareholders about the importance of
corporate disclosure.

Although the result of this factor was not
consistent with stakeholder theory, this
insignificant result can be explained
through the difference of the samples' size
of the ownership factor. The companies
with local ownership structure reached
180, while the remaining companies (18)
are the samples of foreign ownership.
Therefore, it may be concluded that this
view may be the cause behind this
insignificant result.

Based on the above, the null hypothesis
(HO) must be accepted and the alternative
hypothesis (H1) must be rejected;
therefore, it can be understood that the
ownership structure is not a major
characteristic that affects the level of CSED

practices in the Jordanian industrial
companies.

Ho: There is no relationship between type
of audit firm and level of CSED in the
annual reports.

The principle of stakeholder fairness is one
of the core insights behind stakeholder
theory that is used as an ethical standard to
ensure and coordinate the interests of its
various stakeholders (Phillips and Freeman,
2003. This principle assumes that the
organizational ethics for any company may
require a moral obligation to meet
stakeholders' needs (Freeman, 1984). The
audited financial statements are a part of
stakeholders' needs that are used to
enhance their confidence in the company's
practices. According to this view, it can be
considered the type of audit firm is also an
important factor to coordinate these
interests between firms and stakeholder
groups. Therefore, type of audit firm was
selected in this study as one of the
corporate characteristics that affects the
corporate disclosure practices.

With regard to the hypothesis which states
that there is no association between type of
audit firm and level of CSED; it can be
argued that all results on this factor rejects
the hypothesis above (HO) and accepts the
view (H1) which states that there is a
significant impact of type of audit firm on
the level of CSED practices. This result in
fact supports the results of t-test about this
factor, which found that the Jordanian
companies that deal with the Big-4 firms to
audit their financial statements have
provided more information on the practices
of CSED than the companies with non-Big 4.

In line with the stakeholder perspective, it
can be noted that the result above is
consistent with the dominant trend in
previous literature, which found that the
type of audit firm is significantly associated
with CSR information (e.g. Uyar et al 2013;
Ajiboladea & Uwuigbeb 2013; Hussainy et
al. 2011; Haniffa & Cooke, 2005; Xiao et al,,
2004; Chau & Gray, 2002; Choi, 1999)
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Ho; There is no relationship between
financial performance and level of CSED
in the annual reports.

With regard to the level of financial
performance as one of the internal factors
that can affect the corporate disclosure, it
can be observed that the majority of
previous studies employed ROA, ROE and
EPS as indicators to explore the underlying
relationship between firms’ corporate
financial performance and the level of CSR
disclosure (e.g. Uwuigbe & Olayinka, 2012;
Barnett & Salomon, 2012; Bayoud et al,
2012; Graafland & Smid 2004; Salama,
2003; Orlitzky et al. 2003; Rowley &
Berman 2000; McWilliams & Siegel 2000;
Key & Popkin 1998).

Unlike previous literature which identifies
accounting measures to explore the
relationship between firm performance and
corporate disclosure, this study identifies
classification of ASE into first and second
tier market as a financial standard for
performance of the Jordanian listed
companies (ASE, 2014). Given that this
domestic financial measure is compatible
with the nature of the study data, it was
used as an internal factor that can have an
impact on the level of CSED in the Jordanian
reports.

Based on the above, the final hypothesis in
the current study was checked, where the
statistical indicators in table 3 showed that
there is a statistically significant
relationship between the level of financial
performance and level of CSED practices.

Despite the fact that the model above
indicates that the relationship among the
above factors was a statistically significant
predictor, this type of associations is an
inverse relation, which means that the
practices of CSED are mostly associated
with the companies listed in the second
market more than the first market. This
result in fact supports the analysis of the t-
test result on the differences between
dummy variables of this factor, which
indicated that companies in the second
market face tougher legislation for the
disclosure in the annual reports than the
first market.

Overall, the results above provide evidence
on a clear relationship between financial
performance and level of CSED practices,
lead us to reject the null hypothesis (HO)
and accept the alternative hypothesis.

Conclusions

In order to have a smooth business
environment, there is need to verify all
financial and non-financial aspects of the
company. In accounting literature on CSED
topic, it is stated that the CSED is
considered as the stakeholder’s right that
needs to be disclosed. Moreover, it is known
as one of the preferred methods that can be
used to reduce and avoid the conflicts
between firms and their stakeholders.

Based on the above argument, this paper
sought to investigate one of the most
important issues concerning the impacts of
determinant factors on the level of CSED
practices in the Jordanian annual reports.
Therefore, the five points below represent a
comprehensive summary about this
investigation:

e Despite the importance of this type of
disclosures, developing countries still
suffer from lack of social and
environmental awareness among the
stakeholders, as well as, there is still a
weakness in the government’s
regulations on CSED practices.

e CSED studies in developed countries are
more interested to compare with sibling.
But, the literature points out that,
nowadays, developing countries have
become more interested toward this field.

e This paper has employed the
philosophical assumptions underlying the
functionalist paradigm as an effective
framework to interpret the quantitative
results. Keeping with the above paradigm
used, this paper also used disclosure
index as an appropriate approach to
analyze the quantitative data.

e Descriptive statistics showed that there
was a relatively low level of CSED
practices in the annual reports, which
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ranged between 36% - 32% during the
survey period 2010 - 2012.

e Statistically, the results revealed that
corporate size, type of audit firm and
financial performance are the strongest
factors that have affected the Jordanian
corporate disclosure; while, other factors
are not associated with level of CSED
practices.
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Notes
Northern Cement; Sheba Metal Casting; Village Food and Vegetable Oil and
Siniora Food; Dulayl Industrial & Estate; General Lightweight Concrete
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