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Abstract

Purpose — This papermprovidesa multidimensional model for assessing the quality of corporate
environmental reportipn(CER)incorporating both prepareand usetased views

Design/methodology/approach — As opposed tdrequently used researchenosen proxies
the authors used an online questionnaire asking prepactusardiow they assess the quality
of a ¢ cenvpoamental seport.

Findings — The analyss of the responses of 177 users adgr@parershow that quantity was
not perceived as the most significant element in determining quibtsides quantity, the
respondents also perceived information typesasures used, themes disclosed, adopting
reporting guidelines, inclusiaof assurance statement and the usasofal tools as significant
dimensions/features of reporting quality.

Research limitations — The online questionnaire has some latidns,esped@lly in terms of
researcher being absent to clarify meaniagd, hence, possibilitiethat respondents may
misinterprethe questionaire elements

Practical implications — Consideringhat robust, reliableneasuremerdf reporting qualityis
difficult, preparers, standard setters, and policy makeesmultidimensional quality models

t hat i ncorporate both users’ perceptions of
the quality delivery process. These willake the preparermformed d whether their
disclosuremape f al l ing short of users’ expectatior

Originality/value — Amid, increasing compkity of CER the research contributés the
growing body of literature on asssing the quality of CERy developing a less subjective,
multidimersional, prepareuserbased quality model.This innovative quality model goes
beyond theraditional quality modelssubjective authofbased quality measurdsocusingon
the three diransions of reporting qualitgontent credibility and communicatiorit also offers
a high level resolution of meaning of CiERality.

Keywords — Environmental reporting, reporting quality, content analydisglosure index
multidimensional quality model.

Paper type — Research paper.
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1.0.Introduction

There is an emerging consciousness that sustainability mattersaatitethorporations should

take an active role in addiging sustainability issueBébbington, 2017; Deegan 2017; Gray,
2010. It has becomeommon forcompanies to portrayhrough financial and nefinancial
reporting,an image of actively pursuing a $tive cial and environmental agendehese

new dimensions of performance reporting, often referred toaporate social responsibility
reporting or similar phrases including integrated reportingare attemps to satisfy the
information demands oflaroad range of stakeholdeamndtopr e sent t he or gani s e
towards, and its impact upon, the environment Badbciety Beattie, 2014Gray et al., 1995;
Guthrie et al., 2008 This agenda is also presented to shareholders as being suppbttie
company’ s cobnomiaresponsibilitiasi-Twevaijri et al.,2004 Comyns and Figge,

2015 and, cater the expanding information needs of ethically and environmentally sensitive
shareholders and institutional investors. It is argued that) @ a classical agency theory
based conception of reporting requirements, additional information on the environmental and
social dimensions of the corporate activities would enhance the informational symmetry
between the investing principlemd their nanagerib agents Reverte, 2000 This paper
focusses on corporate environmental report{@ER) although many of the issues and
approaches are shared with the assessment of social repartohgraditional economic
reporting

The informational advantag emanating frol@ER to both investors and other stakehotder
dependlargely onCE R * q (see|Comyns’and Faggi, 2015; Diouf and Boiral, 2p17
However, the notion reporting quality is a rather debated and vague concept, especially in terms
of how itcan be modelled and measu(Bibuf and Boiral, 2017; Tello et al., 201®efining

in a variety of ways,t$ meaning is widely debated in the literature of voluntary disclosure
(Frangs et al., 2008 andit is a complex, multifaceted concept (Beattal., 2004 Beretta

and Bozzolan, 2008 omyns and Figge, 2019n manyinstances, the termguality hasbeen
usedinterchangeably with the tertransparencywith both concepts being elusivadsen et

al.,, 2015 Tello et al., 2016 Recent literature haadvanced to include more focused
dimensions to assess reporting quality, such as the style of disclosure, the range of issues
addressed, the nature of the disclosure, the type of news being reported, and the time period
covered Daub, 2007Diouf and Boial, 2017 Gray et al., 1995Michelon et al., 2015vVan

Staden and Hooks, 20D alleryet al (2008) state that quatibf information is greater when

more specific quantitative information, as opposed to less specific gualitaformation, is
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provided. There is also the argument tlyatality of disclosure&an be defined as the precision

of a Bayesian investor’s beliefs adathe secu.
extent to which investors can easily read and interpret the informatesented (Hopkins,
1996). Nevertheless, authors’ standpoint 1is
depends on the way in which both users and preparers perceive reporting quality and the way

in which their conflicting perceptions arria¢ a compromise in terms of practicalities involved

in preparing, disseminiag, reading and understanding CER cont¢sés,Diouf and Boiral,

2017. Hence, understanding the basic parameters upon which both users and preparers
perceive quality is a furainental necessity in developing any model of assessing CER quality.

This paper aims at that.

Existing attempts to assesket quality of CERignore this dialectic between the users and
prepares, tendingto select only a few characteristisach as a numbeof themes/topics
covered, types of information disclosed, types of measures gsedpleteness, and/or
reliability of disclosureperceivedby the authorsas the most important for assessing
information qualityCooke, 1989; Daub, 200®ichelon et al., 815;Van Staden and Hooks,
2007) For exampleAl-Tuwaijti et al. (2004) adopted a weighted disclosure index to evaluate
the quality of environmental disclosure. Based on the pardeimportance oflisclosure
themes to stakehiérs, they assigned the hegiscore (+3) to quantitative disclosurepse
(+2) to nonguantitativebut specific/detailed disclosurescore (+1)to general qualitative
disclosure, and finally, score (0) formdisclosure (see, also, Hughes et al., 20@4)other
exampleD a u b2008) assessment model judges the qualitgustainability reportingased

on the meaningful information disclosed. He used a weighted semrge from 0= no
meaningful informatiorto 3 = reporting full informationof a detailed list of sustainability
themes (Daub, 2007). Similarly, Van Stade a n d Ho o k s ‘assgg8tBe(qua)ity of n d e x
environmentaldisclosureusing a 5point scale where G no disclosure to 4= truly
extraordinary disclosure and benchmarking against bestiqaaRecently, Micheloret al.
(2015)assessed the quality of social and environmental diselesimg the disclosure proxies
that repesent the qualitglong three different but complementary dimensi¢hsthe quantity

of the information disclosed (what and how much is dsetl),(2) the type of information
used to describe and discuss CSR issues (how it is disclose@) &melcorporate managerial
orientation towards CSRée, ao, Beretta and BozzolakQ08)
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However, users focus on diverse traits and different inde@oouf and Boiral, 2017; Tello

et al.,, 2016) For example Hammond and Miles (2004) argue that quality assessment of
corporatesocial responsibility (CSR) reporting relies on # ability of stakeholderso: (a)
demand such informatioand (b) evaluatis qualityin a robust and reliable fashionrelation

to actual performance. This argument implies that researchers cannot asseswitjualitya
detailed understanding of uset  n Blavedver, most studies @SR disclosures simply
impose their ownmeasures on the data rather than consultirepgrers/reporters and
users/readefs For example, th€SR literature shows that disclosures come in a variety of
forms from very general to very speidf from narrative to quantitative, and frdmancialto
norntfinancial — financial beingclassified as higher ality (e.g.,Daub, 2007; Guthrie et al.,
2008; Van Staden and Hooks, 200Aandalso asmore objective €.g., Comyns and Figge,
2015; Michelon et al., 20)}5 Interestinglywhether users actually valusich enhanced

disclosures more highly has not beedr@ssed by previous researchers.

This pape seeks to address thiyy undertaking a questionnaiseirveyto investigatewhat
preparers and usepgrceive agmportant factorslepicting quality and the liaive importance
they place on those factorshéreby,it developsa weighted multidimensiohguality model

(MQM). The followingresearclguestions were posed.

a. How do preparers and users define the quality of CER? Do they differ in their
definitions?

b. What do preparers and users view as the significant reasons for the importance of
the quality of CER? Do the two groups differ in their views?

c. Which dimensions of quality are considered the most important? Do preparers and
users differ in their perceptiortf relative importance of these dimensions?

d. What do preparers and users perceive to be the most important measures of
disclosure to be used? Do the views of the two groups differ?

e. What do preparers and users perceive to be the most important envirohthemteas
to be disclosed? Do the views of the two groups differ?

21t should be noted that standards that determine the reporting contents and processes (e.g., Global Reporting Injtiative (GRI
and Integrated Reporting Framework) do involve a public consultation process. Howexethgifact that their conceptual
framework is by and large based upon the conceptual parameters of traditional financial reporting (e.g., materiality, entity
concept, comparability, timeliness, reliability etc.), these consultations often take thd &meking approval for a pgiven

set of quality criteria.
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f. What do preparers and users perceive to be the most important types of
environmental information to be disclosed? Do the views of the two groups differ?

g. What are the preparers and userswseof the presentational features of CER, and
how is the use of these features linked to their perceptions of the quality? Do the two
groups differ in their views?

Prior literature has measured the extent and quality of corporate reporting using aofariety
metrics or indicesnd varying scoring systeniBeattie et al., 2004However,most of these
scoring systems were mainly simple metrics thated volume (e.g., Campbell, 2000
information types (e.g.Jrotman and Bradley, 198%ray et al., 1995 ard/or disclosue
themes/topicsAl-Tuwalijri et al., 2004jngram, 1978 Wiseman, 1982), hile some of them

use weighted disclosure index (e.g.; Alwaijri et al., 2004; Hughes et al., 2Q®ichelon et

al., 2015; Van Staden andbks, 2007 as proxies ofgporting quality. In addition to the lack

of attention on thepluralistic nature of quality, these metrics/indices also lack legitimate
representation of the reporting quality perceptions of preparers and usersliterttige,the

authors have oftersaessed reporting quality based on their own weighting of the importance
of disclosed topics/items and/or the use of indices previously developed and used by other
researchers. They apparently ignored the importance of representing the perceptions of

prepaers and users when considering what quality actually is.

The current study makelreemain contributions to the existing literature on sustainability
reporting. First,it provides new insight into the quality of CER by analysing the surveyed
perceptionsf 86 preparers and 177 users of annual re@ortgor sustainability reportst |

offers amore representative and therefore less subjestadel for assessing reporting quality

by incorporating the perceptions ajth preparers and usento the analytal model(Beattie

et al., 2004 Helfaya and Moussa, 201 8econdthis study shedight on the reflexivity and

critical judgment of both reporters andaderswith regard to the quality dimensions of CER.

In line with previous researde.g.,Beattie ¢ al., 2004; Beretta and Bozzol&008; Helfaya

and Moussa, 2017; Van Staden and Hooks, 2008% study provides further evidence that

both the quantity and richness of content are necessary for assessing quality, but that they
cannot be used on theiwa. In contrast to prior studies, with the MQM quantity aictimess

together represeri6%, while issues such as the credibility and visualisation of disclosure
information represent 31% and 13% respectivéhh i r d , by examining bot
perceptions of t he g u atoithe fterature onGeE R, t h

reades
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compliance of CER and usefulness and credibility of disclosed inform@g@iomyns and
Figge, 2015; Diouf and Boita2017; Helfaya and Kotb, 2016

The paper is structad as follows. Next section reviewrior literature with the idea of
articulating the theoretical and methodologigaterpinnings behind the existiagfempts of
developing conceptual frameworksmeasure CER qualit$ection three explains the reséarc
design. Section four presents the results of the questionnaire survey, and sectiomclivées

the study

2.0. literature Review

2.1. Quality assessment of corporate disclosure

Like in any other field iterature related to the quality assessnaébrporate disclosure needs

to be assessed in terms of their methodological and theoretical underpinnings and implications
(see Beattie, 2014)iouf and Boiral, 2017 Tello et al., 2016)However, it should be noted

that, while their methodological pradgres and implications are somewhat explicitly dealt

with, almost all existinditerature in this particular fieldf study do not explicitly articulate

their theoretical underpinnings. Hence, they by and large remain to be inferred from their
methodologtal elements. Therefore,we begin with a discussion on the methodological
approaches that the existing research has taken to assess quality of corporate disclosures and
then try to explain their implicit theoretical underpinnings.

In methodological termsjnderlying qualitymodellingis the interest in measuririsclosure
guality (see Beattie, 2014Beattieetal, 2004 , f or whi ch di ffer.ent
On the basis of objectivity/subjectivitpf the measures that such indices incorpothtse
studies fall into two main categories: subjective analyst indegsBeattie et al., 2004jealy
et al., 1999;Imhoff, 19®; Sengupta, 1998and sembbjective indices €.g, Comyns and
Figge 2015; Diouf and Boiral, 201 Ziesen et al., 20194lichelon et al., 2015 Subjective
indices, such as AIMR disclosure ratifigsonstitutecomporate disclosure ratingssigned by

3 Here the term objectivity refers to an empiricist notion of objectivity where judgemental criteria are derived from
the inherent ‘internal’ qualities of the disclosure contents. Subjectivity, on the other hand, relates to the instances
where the judgemental criteria emanating from an ‘external’ framework or theory are superimposed on the
disclosure contents. This empiricist notion of objectivity/subjectivity can then be contrasted with the ‘theoretical’ or
‘conceptual’ objectivity where the objectivity is attributed to the fact that the assessment criteria are derived from
prior theoretical or conceptual framework (e.g., generally accepted accounting principles).

4 The Association of Investment Management and Research (AIMR) (Formerly the Financial Analysts Federation
(FAF). “FAF/AIMR reports contain industry-specific analyst evaluations of disclosure quality on three dimensions:
1) annual published information; 2) quarterly and other published information; and 3) analyst relations and related
aspects” (Shaw, 2003, p.1044). Shaw also states that within these dimensions, each industry-specific analyst panel
preparers a list of important disclosure aspects, weighted to reflect industry information requirements, and then
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a panel of leading analysts in each industry. The development ofobgutive indces

requiresa predetermined list of item@opics of disclosure) which is then tested for presence

or absence. In an empiricist sense, since they are not explicitly related to the inherent qualities

of the disclosure itself and since such | i s

external) conceptualisations of standard di
“discl osur e addtigr miamgead nssdt aofpr‘est andard cri
tends to standardize the disclosure practices, rather thadipgpepportunities for innovative
practices, which is a critical element when the disclosure is based on voluntary participation
rather than regulatory enforcements. This means that this approach superimposes conceptual

impositions upon the companiesignong t he producers and wuse
intentions pertaining to voluntary information disclosuiésnce,assessment is not based on
what the prodcers and users indeed exp#ubugh such disclosures but by certain set of

externally imposedanceptual parameters.

Semtobjective indces, on the other hand, pattention to the inherent characteristics of the
disclosed informatioComyns and Figge, 2015; Diouf and Boiral, 2017; Liesen et al., 2015)
Beattieet al (2009 note that the majoxitof the corporate disclosure indices falls under the
category of semobjective indices, which are constructed through content analysis. As
illustrated in Figure 1, such conteartalyses can be either (a) form oriented or (b) meaning

oriented signifying two distinct modes of analysis:

Form oriented mechanistic approach: where textualanalysisas ed * quant i f i
of the contergare carried out. Thigpproach captures and describes a proxy that is
assumedto be closely associated with the intendagbal (e.g., Campbell, 2000;
Wilmshurst and Frost, 2000). In general, these studies focus on volume or frequency of

disclosure.

Meaning oriented interpretive approach: Smith and Taffler (2000) contrast form
oriented (mechanistic) with meantogiented (iterpretative) suggesting that the
former approach involves routine counting of words, sentences, lines, pages, or items,
whilst the latter focusses on the meaning and nature of themes disclosed. Thus,

meaningoriented has a greater level of interpretatidrthe content rather than just

assigns a score to each firm. A total company rank is then computed as a weighted combination of the three
category rates. Detailed discussions of the AIMR scoring process and the disclosure rankings can be found in
Healy et al. (1999), and Sengupta (1998).
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counting the disclosed items within a text. The nature of voluntary environmental
disclosure lends itself to two further assessments of potential quality, both concerned
with credibility. The first isvhethera company hasought to attain performance levels

in line with a specified set of standards, for example GRI o?.I5i second is whether

or not a company presents a report from an outside agency, effectively undertaking an

audit, confirming the environmental inforn@t in the document.

Becket al (2010) state that meaning oriented content analyses have been widely adopted in
the literature to analyse the textwantent ofreporting (e.g.,Beattieet al, 2004 Diouf and

Boiral, 2017;Gray et al, 1995 Jones and Sfemaker, 1994; Smith and Taffler, 2000;
Wiseman, 1982). The weight of literature in this area is considerableoweth250 studies.

Table 1 provides a daification of these studiesd hidnlights the earliest papers for each of

the approaches

Figurel: Classification ofextual analytical approaches tocorporate narratives

Assessment Approaches of
Corporate Narrative Reporting

4 N S
Subjective Approach: Semi-objective Approach:
AIMR Ratings Content Analysis
\ J I
4 ) . )
Form-oriented Approach: Meaning-oriented Approach:
Mechanistic Content Analysis Interpretative Content Analysis
\_ J J
™~ ~ )
Volumetric Content Analysis: Thematic Content Analysis:
Counting Words, Sentences, Pages Weighted Disclosure Index
g J
) @ , X
Binary Content Analysis: Syntactl'c' Conte.nt il S
Un-weighted Disclosure Index Bead?b!hty Ind|§es o
) \__linguistic analysis Y,
~ ~N
Content Analysis:
Visual Presentation
J

(Developed from Beattie et al., 2004, and Beck et al., 2010)

5 GRI — Global Reporting Initiative, see https://www.globalreporting.org/. ISO — International Organization for
Standardization, see http://www.iso.org/iso/home.htm.
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Table 1: Summary of previous approaches to researching reporting quality

Methodology of Assessing Disclosure of norCR Information Disclosure of &R Information
Reporting Quality
Earliest Study No. of No. @9 Earliest Study No. of No. @9
Studies | Developed | Developing| Both Studies Developed | Developing | Both
(Total =96) | Countries | Countries (Total =131) | Countries Countries

1. Subjective Approach:

AIMR/FAF Imhoff (1992) 18 100 0 0 None 0 0 0 0
2. Semiobjective Approach: Trotman and

Volumetric Content None 0 00 0 0 35 89 11 0

. Bradley (1981)

Analysis
3. Semiobjective Apprach:

Binary Content Analysis Cooke (1989) 19 74 21 5 Ingram (1978) 54 45 4 5
4. Semiobjective Content .

. . Wiseman
Analysis Weighted Cerf (1961) 44 82 14 4 26 92 4 4
. (1982)

Disclosure IndexApproach
5. Semiobjective Content

Analysis Readability and | >°P¢" 2"d 15 93 0 3 | Gambleetal 16 76 12 12

. _— . Dolphin (1964) (1996)
LinguisticAnalysis
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To conclude, approximately 80% of th&R disclosure studies have used simpkasures of
reporting quality(e.g.,Comyns, 2016Daub, 2007:Tauingana and Chithambo, 2018an
Staden and Hooks, 2007 his may be due to

1- The difficulty and timentensive nature of using more complex frameworks,

2- Their unsuitability for external assessment of the qualitySR disclosure,

3- The researcbeobs’thgnosans’ needs,

4- The inability to assess the materiality of the information disclosed versus not
disclosed.

2.2. Theoretical implications

Explanations of sustainability reporting practices have long been a-thedtietical
polyphonic debate (seecBttie 2014; Bebbington et. al. 2017; Deegan, 2017; Lehman 2017),
even though such theoretical developments have made only very little impact on the particular
research focus we have heremeasurement of disclosure gtyl More than theoretical
framing, research into measurement of disclosure quality is sophisticated and framed by the
epistemological underpinnings of measurements. For example, in the recent yeassdi@rge
linguistic study methods are now becoming popular, especially in the Northicamer
literature, supported by advancement in computerised natural language processing that have
made it easier to carry out sophisticated content analysis (see Beattie, 2014). Yet, broadly
speaking, we can decipher that there are two broad theoreticavicaks underpinning the

disclosure quality assessment models we mentioned above.

First, theagency theorgan be attributed to the subjective approaches mentioned above. That
is because these models assume a privileging position for investors ane:#gtment analysts

in the decisiormaking processes and the assessments are primarily driven towards the
usefulness of information for investment decisi@Reverte, 2009Tom, 2003. Accordingly,

the conceptual parameters by and large emanate from th&otradifinancial reporting
conceptual framework (e,gdecision usefulness, materiality, entity concept, timeliness,
relevanceetc) whi ch al |l nevertheless implicitly as:
economic and political decision/assessntentards which information needs to be provided
(Reverte, 200p At its best, therefore, the implication is that +imrancial information

including environmental reporting contents are to supplement the financial information
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contents so that the investoan make environmentally sensible investment decigises,
Michelon et al, 2015Reverte, 2009Tom, 2002)

Secondly, in a broader sense, stakeholder theory and legitimacy theory can be attributed to the
semtobjective approacheésee, Comyns, 2016;Comyns and Figge, 2013delfaya and
Moussa, 2017t iesen et al., 20%5Tauringana and Chithambo, 2Q18s they are not driven

by a predetermined conceptual framework of decisiggfulness but by the inherent qualities

of the actual information disclosed the corporate reports, these models do not include a
privileged user of such informatiorinstead,assumption seems to be that it is those inherent
gualities that would wultimately determine t|
perspectivethis also means that motivation for such disclosure are not necessarily to support
a particular group of decision makers but to meet the demands of legitimation emanating from
emerging discourses and regimes of corporate repoféinng, Helfaya and Moussa2017;
Campbell, 2000t.iesen et al., 2019lichelon et al., 2015)

3.0.Research design

A questionnairébased experimental research dasivas adopted to analygerceptions and to

build a less subjective quality model, as this is both a practica@prdpriate research tool to
investigate the relatively subjective migdts (i.e., opinions, attitudes and perceptions etc.) of

a |l arge number of people with a view to (a)
identify categorical elements that defithe reseah phenomenaSaunderset al, 2009;
Bryman and Bell, 2015). It was decided to use an online questionnaire for reasons of cost and
also the increasing acceptance of this format (Schaatlal, 2002). The questionnaire tool

was initially testd with two academic colleagues experienced with accounting research
methods, and then by ten further academics who were experts in environmental accounting or
related fields. The pilot volunteers were first approached to obtain their agreement fokthis tas
and their thoughts and comments were gratefully acknowledged and improved the focus and

clarity of the survey instruméht

The questionnaire experiment was designed in such a manner that the responddmtssean

between whether s/he & prepareror a user. In either case, the focal attention of the

6 A copy of the questionnaire survey is available upon request from the Authors.
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guestionnaire was on their perceptions/attitudes pertaining to how theythelgeality of

CERinformation. Questions wethreetypes:

@Categorical guestions wher e identfy th&kmostar k c |
appropriate item or items from a list of items. These questions were used to profile
respondent categories.

(b)Categorical rating questions wherand'tick
ratet he most appr opeatiertmi nef/aicntfolruse n cteh atth ed u
quality judgementsT he * Ot her’ option gives the res
own views, definitions, comments, etc.

(c) Likert scale questions were used for the main concept questions where the subjective
opinions/perceptions/attitudes pertaining to different aspects of quality judgements

were assessed on a scale of one to five.

Quiality is indeed not a fact but a subjective judgement based on subjectivities arising from
one’ s percept i ¢lense, om mdthodolbgy icantaimsenst.fact finding but
perception/attitude scalingquantification of something which is inherently qualitative in its

very nature in order to statistically test and explain that nature. As Likert [2882], p.233

asserts' i t i's essenti al preskiens of dekired behawaotired desied s b e
dimensions of reporting quality ourcasepnd not st atements of fact
been the most popular and statisticallysagite techniques for this (lBman and Bell, 2015

hence, Likert scale as our primary techniques of data collection.

The questionnaire was operationalised in a large sample. The nature of the research required

the sample to consist of interested preparers and users. The sampitadalfietwo criteria:

1- It should represent both preparers and readers of annual report (AR) and/or corporate
socialresponsibility report (SRR); and

2- Respondents should be capable of answering the respagstionsthey should have
the necessary knoadlge/awareness of the corporate reporting issues at hand to form

an acceptable opinion/perception

Whilst preparers may be homogeneous, users are more varied (including a variety of
stakeholders- financial analysts, fund managers, environmental grcagsjrance providers,

academics, and postgraduate students with work experience in corporate reporting and/or
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environmental performance matters as surrogates of business professiarta$rogeneous
or maximum variation sampling strategy (Saunders.ef@09) was employed to construct a

purposive sampfe The following steps were taken to build the sample:

1- Send the questionnaire survey to postgraduate and MBA students who have
professional jobs and CSR experience at two British Business Schools;

2- Collecting the email lists of popular environmental groups or government and non
government bodies concerning themselves wBR @eporting matters; and

3- Contacting corporate social responsibility research networks (e.g., SRRNet, CSR
Centre, CSR International énbers, and CSBedia Companie$yiirectors to forward

the covering letter with the online questionnaire link to their CSR network members.

A covering letter was included in the email and the fiedt resulted in 161 responséd
increase the nuber d responses, we sent our questionnaire survey participaoteer email

to thank them if they have already completed and submitted their questionnaire surveys to us
and if not we kindly encouraged th@émdo so as soon dsey can® (Saunderset al, 2009

Bryman and Bell, 2015As a result, we receivelD2 furthemusable responses after teecond

call. A breakdown of the responses by role and job title is giverabieT{a) and by region /
country in Zb). The questionnaire wasade availablenly in English, which may have limited

the response from other areas of the world. A significant majority of preparers (89%) w

from developed countries; 86of users were from developed countites

" The results of accounting behavioural experimental research suggest that using postgraduate students as a proxy of business
professionks such as accountants, investors, financial analysts, auditors, business -aeaksos) etc., is a valid methodology

choice. This provides researchers with adequate surrogates for their practising counterparts in structured decision contexts
(see, Watso, 1974; Libby et al., 2002; Liyanarachchi, 2007)

8 Accordingly, this sampling approach does not allow for the calculation of a response rate due to overlapping membership of
the communities.

9 For more details about these networks, their missions agetsaand the mairategories of their members
www.socialresponsibility.biz www.csrcenter.netwww.csrinternational.orgwww.csrpedia.com

10 E-mail Calls for completing the Questionnaire survey are available upon request from the Authors

11 Developed economies are countries, which have reacheeinuigime levels, usually throughdustrialization. While
developing ones are countries which, starting from-ilmwome levels, are pursuing economic growth, usually through
industrialization anexploitation of natural resources (Morrison, 2015, p.370).
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Table 2: Total responses received

2(a) Role /Title N % % of Total
A- Preparers:
- CSR Officers 58 67 21
- Accountants 10 12 4
- Directors 10 12 4
- Investor Relations Officer 4 5 2
- CEOs 2 2 1
- Public Affairs Managers 2 2 1
Sub-total 86 100 33
B- Users:
- Academics 68 38 26
- Financial Analysts 48 27 18
- Environmental Group Members 25 14 10
- Assurance Service Providers 14 8 5
- Setters of Reporting Standards 14 8 5
- Others (e.g., Journalists, Consultants on 8 5 3
Business Ethics and Consultants working in
International Development, etc.)
Sub-total 177 100 67
Total 263 100
2(b) By Region/Country Preparers | Users Total
UK 31 44 75
Rest of Europe 17 44 61
Asia 18 40 58
Africa 5 11 16
US & Canada 8 17 25
South America 2 6 8
Australia 1 3 4
Total 82 165 247
Developed 66 109 175
Developing 16 56 72

As shown in Table 2bove, in the user category, academics represent relativgdy [@ortion

of the total userdt is true that academics and students are likely to be different from their non
academic counterparts in many respects such as age, experience, and weeéther,Hbis

uncl ear whether these *‘categorical differenc
perceptions and attitudésn j udgement s, or have |little 1 mp
means that there is a valid possibility of surrogatacademics and for nescademic
counterparts. Libby et al (2002, p.803) for examplaim that* st ude nt Ssubj ect s
entirely appropriate in studies that focus on general cognitive abilities or responses to economic
institutions or financial markebfr c e s 7 . I n the same vein, Watso
valid surrogation is dependent upon certain properties of the objects (e.g. their involvement in

producing the reports rather than wusing) n ot
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review of the literature on the debate of using student subjects in accounting experiments,
Liynarachchi (2007) argues that students can effectively be used as surrogate to their
practitioner counterparts as far as such student subjects have gainedensuifiderstanding

of the accounting phenomena relevant to the study. As such, the relatively high proportion of
academics in theampleneed not necessarily be taken as a limitatimabse academics would
reinforceother categories in the sample (&tlthan necessarily substituting or negating the
average opinion formed through the survey). Their inclusion of course enhances the overall

sample quality and reliability.

To test the reliability of the questionnaire survey, the internal consistencydwetiscapplied

to the collected dat &% thisyshowesliamrepson@bleodedres ofh ’ s
reliability being > 0.7Although selfcompletion questionnaires have advantages (low cost and
quick to administer, absence of interviewer effects, conveaiehrespondents), they also face

some limitations (see, Saunders et al., 2009; Schonlau et al., 2002; Bryman and Bell, 2015).
Due to the lack of prompting or supervision available in the questionnaire survey, the
researcher may face the problem of migglata as some respondents only partially answer the
guestionnaire. Finally, a lower response rate is generally achieved. The significance of a
response rate is that, unless it can be proven that those who do not participate (respond) do not

differ from those who replied, there is likely to be the risk of bias (Bryman and Bell, 2015).

The current study tookome steps to overcome these limitations. First, the initial draft of the

guestionnaire was piloted to ensure that the questions were clear and dbeeresearch

objectives. Second, the option ot her was a
Third, some questions were repeated using a different measurement scale, to ensure that the
respondents carefully read the questions. Fourth, asuirent research requires specific
knowledge, it was decided to adopt a judgemental (purposive) sampling technique in selecting

the sample, hence the sample was targeted at participants who have interest, experience, and
knowledge in GR matters. Finallyto enhance the response rate the questionnaire survey was

sent to different databases 0B practitioners and readers worldwide.

Inthenorr esponse bias test, the researcher compa

respondents (n = 102) (as armgate of those who had not responded to the questionnaire).

2Cronbach’s Alpha is the most common measure of relia
possible splihalf reliability coefficients, with an indication that the accepgaldlue is 0.70.8 for more
details see Field, 20).3
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After conducting a nomarametric ManfWhitney U test for all relevant questions, no
significant di fference was reported between
reassurance that tiimdings of the questionnaire can be treated with a reasonable level of

confidence and generalised to the targeted populatio®Rfr€porters and readers.

4.0. Results

4.1. Personal profiles of the respondents

As Table 3shows, the total usablesponsesvere263 compising 177users(67%), and 86
preparerg33%). There were some notalfleatures of the respondent s&8%of the preparers
reported that they had between 6 to 15 yeé&esxperience in CSR mattersompared tgust

20% of usersmore tharhalf of respondents welessthan36 years old; a gender balance of
about 50% ofthe respondents being femalé]% of respondentsvere from developed
countries a greater proportion of users had postgraduate qualifications, whilst a greater
proportion ofpreparers were professionally qualified, both signifying their familiarity of the

relevant accounting issues at hand.

Chi-squared and -Ztests were undertaken in order to determine whether the personal
characteristics of preparers and users were statlgtidifferert. Interestingly, he first four
categories- CSR experience, age, gendand country— showed no significant difference
between the two groups. Howey#re evidence for users having a higher level of academic
achievement was significantthie 5% level and so was the evidence that preparers were more

likely to be professiongt qualified.
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Table 3: Profiles of respondents

Preparers Users Total Chi
Background Information (%) (%) (%) squared | Ztest

1. CR Experience:

- Less than 6 years 44 (51) 125 (71) 169 (64)

- 6-15 years 39 (45) 36 (20) 75 (29)

- More than 15 years 3 (4) 16 (9) 19 (7)
Total (%) 86 (100) 177(100) 263(100) 0.43
2. Age:

- Less than 36 years 47 (55) 108 (61) 155 (59)

- 36-55years 37 (43) 57 (32) 94 (36)

- More than 55 years 2(2) 12 (7) 14 (5)
Total (%) 86(100) 177(100) 263(100) 1.62
3. Gender:

- Male 46 (53) 89 (50) 135 (51)

- Female 40 (47) 88 (50) 128 (49)
Total (%) 86(100) 177(100) 263(100) 0.302
4. Country:

- Developed 66 (80) 109 (66) 175 (71)

- Developing 16 (20) 56 (34) 72 (29)
Total (%) 82(100) 165(100) 247(100) 1.74
5. Qualifications:

- Bachelor’s Degree 86 177 263

- Master’s Degree 41 102 143 } 5.27**

- PhD 6 36 42

- Professional 27 23 50 5.65**

*** = statistically significant at level 1% and ** = statistically significant at level 5%.

4.2. What does the quality of CERmean?

Based on the previous literature of corporate reporting (e.g., Gray et al., 1995; Beattie et al.,

2004; Hammond and Miles, 200dan Staden and Hooks, 2007)e wiassifiedCER quality

definitionsinto a schema showin Table 4.In secondsection of the questionnairierefore,

respondets were asked to choose a definition of reporgpglity but with the option to

provide theirown. The highest number of respongesbothuser and preparer paness for

the same statemeritt h e

compl et,andsesel aabul iatfsgeTable

4). Interestingly thérange of measurements usddd more appeal to users than preparers.
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Table 4: Responses to different definitions of reporting quality

Definitions of Reporting Quality Preparers Users Total
No. (%) No. (%) No. (%)
The completeness, accuracy, and reliability of 48 (57) 86 (49) 134 (51)

the disclosure

The type of information reported — historical 15 (17) 29 (16) 44 (17)
and future-oriented, good, and bad news

The range of measurements used — narrative, 13 (15) 43 (24) 56 (21)
guantitative, financial, and non-financial

disclosure

The informativeness of the disclosures 7 (8) 11 (6) 18 (7)
The range of themes and types of 3(3) 8 (5) 10 (4)

environmental activities described

Total (%) 86 (100) 177 (100 263 (100)

4.3. Does quality of r eporting really matter ,and why?
The quality of corporateeporting is vital to evalmtec o mpany’ s per f or mance

sound investment decisi@shigh quality reports produce information that is timely, of value

to the stakeholder, and reduce information asymmetry (Boesso and Kumar, 2007; Healy et al.,
1999). According to the relevalfiterature (e.g.Beattie et al., 2004Beretta and Bozzolan,
2008;Hammond and Miles, 200Michelon et al., 2015; Urquiza et al., 2008% listedsome
reasons for the importance of the quality of reportihgughnot exhaustive. Accordinglyhé

third section of the questionnaiweas designed to agke respondestto select the reason(s)
for the i mportance of CER quality and/ or ad:
results of this sectioare shown inrable 5 Multiple responses were aledand ajain both

panels were agreed on the most frequessponsethat this was related to improving
environmental performance. The users were more likely to selpetater number oéasons

for the importance of environmental reporting quality tt@npreparerswith usefulness and

the ability to differentiate between companies seemingly more important tqQ witbrshe

latter difference hiag statistically significant
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Table 5: Why is the quality of CER important?

Reasonsdr Importance Prepaers (n = 8) Users (n=177 | Total (n =263
No. (%) No. (%) No. (%)
Effective tool for improving 60 (70) 119 (67) 179 (68)

environmental performance

Ensures transparency,
completeness, and usefulness of 49 (57) 103 (58) 152 (58)
data to assess the environmental
activities

Allow users to differentiate the
environmental performance 39 (45) 98 (55) 137 (52)
across companies

Help regulators and the public to 31 (36) 77 (44) 108 (41)
take action to create a more

sustainable environment

Discharge and enforce 31 (36) 75 (42) 106 (40)
accountability

Other 1(1) 5 (3) 6 (2)

4.4. Does gquantity mean g uality?

The next question related to the relationship between quality and quantity of information. A 5

point Likert scale wasused,with bei ng “strongl y gdi“sagroeng’l y( Sk
(SA). Table 6presents these results. The responses demonstrate a high degree of agreement
between preparers and users about the importance of having high quality environmental
reporting. Second t he respondents were asked their vi
gual ity of i1information reported is unrelated
split; both preparers and users have astlihat agreed and one that disagretth, a few in

the middl e. Third, from both preparers and
preferable to just qualitative. Nevertheless, 62% of users believed that there is a risk that
companies can focus only on quantitative reporting toidawather measures (e.g.,
specific/detailed narrative, financial meess; etc.). As shown in Tables Bo significant

differences were detected between both groups of respondents for the four views of the
importance of both quantity and quality of CER,nasasured by the Marwhitney U test.

Additionally, one respondent states that:

“Quantity al one can be greenwas h; qu

completeness etc. to allow the user to assess the environmental activities of
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the firm. Both are correlatedyou cannot have high quality with low

guantity”

(User,

Academic) .

Table 6: Responses to the importancbath quality and quantity to GE

Quality and Quantity
of CER

Preparers Group (n = 86)

Users Group (n = 177)

% of Respondents

Point
Mean

Std.
Dev

% of Respondents | -

Point
Mean

Std.

Dev

SD/D

1-2

AISA

4-5

/D

1-2

N AISA

The quality of
environmental
reporting is very
important

6%

2%

92%

4.53

0.97

4%

3% 93% | 4.47

0.83

The quality of the
information reported is
unrelated to the
guantity reported

39%

25%

36%

2.91

1.32

41%

21% | 38% 3.03

1.34

Reporting quantitative
measures is always
desirable

10%

21%

69%

3.86

0.98

6%

15% | 79% 4.01

0.86

There is a risk that
guantitative measures
can become the major
focus for a company to
the exclusion of other
reporting measures

21%

34%

45%

3.38

1.11

11%

27% | 62% 3.67

0.90

5-Point Likert scale:

1 = Strongly Disagree (SA), 2 = Disagree (D), 3 = Neutral (N), 4 = Agree (A), 5 = Strongly Agree (SA)
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4.5. Which dimensions of quality ar e considered t he most important?

Prior literature does not make a cleastidction betveen the quantityand the quality of
disclosure as it is generally assumed that the amount of information has a signal in determining
its quality (Beretta and Bozzolan, 2008). Cotesis with Beattie et al. (2004) and Beretta and
Bozzolan (2008), the current study investigates the idea that quality is a multifacetedderm an
that quantity of disclosure isot sufficient to reflect its qualityThis means thata
multidimensional modék required for a fuller appreciation of reporting qualitysurveying

the respondentst was decidedo leave out theeadability/languagelimension,as it was
thoughtnot an appropriate subject to address in this \(Bgattie et al., 2004Jones and
Shoemaker1994; Marston and Shrives, 1991

Hence,the next section of the questionnaire inquled 0 r espondent s’ Vi e
dimensions that should be used to evaluate the quality of reporting in general terms. Using a 5
point Likert Scale where hdicated’ at at all importan{NI)” and 5 indicated &ryimportant

(V1)”, respondents were requested to state their percepfiarseries of statements that looked

at different dimensionsf assessing reporting qualityhich were ddressed in pridrterature

For example, range of information discldge.g., AtTuwaijri et al., 2004; Van Staden and
Hooks, 2007; Walden and Stagliano, 2))Gdeasures used (e.Berretta and Bozzolan, 2008;
Michelon et al., 2015), use of external reporting standamisavironmental audit (e.d@jrkey

et al., 2016; Cohen and Simnett, 20d8{faya and Kotb, 2016; GRI, 2013), themes or subjects
disclosed (e.g., ATuwaijri et al., 2004; Berretta and Bozzolan, 2008; Van Staden and Hooks,
2007), use of visual presentatitools (e.g.Cho et al., 2012Jones, 2011; Karaland Roberts,

2010), and quanttof disclosure (e.g., Berretta and BozzolBaub, 2007 Urquiza et al.,

2009; Walden and Stagliano, 2004)he analysis iriTable 7revealsthat almost dlmean
statistts amongpreparers and users areévioeen 3.60 and 404across nearly all dimensions.
Additionally, standard deviations averagedumd0.90 for most dimensions suggesting a large
extent of agreement betwepreparers and users to diinensionsin this ard following tables
scalingpoints 1 and 2 are combined as unimportant and 4 and 5 as important as this provides

a clearer visual picture.

A further question probed the same aeskingthe respondents to allocate 100 points between
the seven dimensionsifed on the relative weighting that they would attach to each one. These
results are shown ifiable 8 The answers fromrpparers and users were similaterestingly,

both groups gave the least weight to volume as an indicator of quality
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As shown inTabes 7and8, no significant diffeences were detected between the grdaps

all dimensions of quality as meaed by the ManiWhitney U test.
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Table 7: Responses to the importance of different dimensions used to assess the quality of CER

Preparers Group (n = 86) Users Group (n = 177) Preparer/User
Mann-Whitney U Test
Quality Dimensims % of Respondents 5. % of Respondents 5

NI/U N I/VI Point | std. | NIU N I/VI Point Std. Z-value 2-tailed Sig

1.2 3 45 Mean | Dev | ;. s i Mean | g,
Range of information provided 3% 9% 88% 4.24 0.85 2% 4% 94% 4.40 0.70 -1.163 0.245
Range of measures used 6% 6% 88% 4.24 0.90 3% 6% 91% 4.33 0.77 -0.486 0.627
Use of external reporting standards 7% 13% 80% 4.23 0.93 2% 11% 87% 4.33 0.73 -1.654 0.100
The inclusion of an environmental audit 12% 15% 73% 3.95 1.10 4% 9% 87% 4.32 0.80 -2.694 0.010
Range of themes or subjects addressed 9% 20% 71% 3.84 0.92 5% 14% 81% 4.00 0.77 -1.253 0.210
Range of visual presentation tools used 10% 28% 62% 3.60 0.92 8% 22% 70% 3.80 0.93 -1.438 0.150
Volume of disclosure 49% 28% 23% 2.59 1.10 | 43% 28% 29% 2.83 1.17 -1.433 0.152

Notes: The mean response on 5-Likert scale and standard deviation are shown for each quality dimension. Responses were ranked by mean statistics of the preparers group.

Page 24




Table 8: Perceptions of the relative importance of quality dimensions (100 points)

Preparers Users Preparer/User
: . _ n =86 n=177 Mann-Whitney U Test
Quality Dimensions ( ) ( ) y
Std. Std. Z-value 2-tailed Si
Mean Mean g
Dev Dev
Range of information
. 16.5 8.2 15.5 7.6 -1.353 0.176
provided
Range of measures used 17.5 10.5 14.5 7.4 -0.465 0.642
Use of external reporting
15.6 7.8 16.4 8.6 -1.321 0.187
standards
The inclusion of an
. . 154 7.5 14.6 8.5 -0.479 0.632
environmental audit
Range of themes or
. 13.6 7.2 14.4 8.2 -1.046 0.296
subjects addressed
Range of visual
. 134 6.7 12.6 7.2 -0.615 0.539
presentation tools used
Volume of disclosure 8.0 7.4 12.0 6.5 -1.412 0.158

Note: The mean and standard deviation are shown for each quality dimension. Dimensions were ranked by mean statistics of the

preparers group.

Further questions were askegrobing each of the seven dimensiam&ntionedabove

subsections below explaining the results.

4.5.1. Relativanportance of theneasires of CER

Some prior researcleontend that even if the extent of information disclosed affects the quality
of this information, the assessment of reporting quality cannot mainly be based on this
relationship (see Beattie et al.,, 2Q0Beretta and Bozzolan, 2008). i) the richness of

information content should be considered a proxy of information quality. Bereta and Bozzolan

(2008, p.3define richness as:

“A function of both the width of the disclosures on different topics
regarding a firm’s business model and value creation strategy, and of
the depth of the disclosures in relation to the presence insights into a
firm’s future performance”.
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Hence the respondents were asked for their views on the relative impatdiveemeasures

of depth of disclosure contefar judging the quality level o€ER. Table 9llustrates that all

mean statistics among the preparers and users are ranged beB&eand34.4@&cross thge

five measuresind standardeviations averaged around 080 most of themsuggesting a

large hamony betweenhte two groups. Mre than 90% of both groups clearly percditieat
“future pl anngforwardd oo & i @ @t Inethesmost enpdrtantwreasure

t hat mi g ht affect the quality of -b&é&d Anot
di sclosure”, and “quant iddaighileves of impoance asa | di
guality indicators, althougha few preparers @8) and users (2%) did not believe in the
importance of elter quantitative noffinancial measuresr quantitative ihancial disclosure

Users rated “quantitative financi al di scl ost
possibly supporting the perceived tendency of reporters to avoid financial environmental
disclosures that might undermine confide(s®e Diouf and Boiral, 2017Toms, 2002Tello

et al., 2014 Finally, the qualitative (narrative)
“specific narrative disclosure” are al/l sigr

3.00). Usersalsomatd “speci fic narrative disclosures’”
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Table 9: Responses to the importance of the different measures used to assess the quality of CER

Preparers Group (n = 86) Users Group (n = 177) Preparer/User

Mann-Whitney UTest

Disclosure Measures % of Respondents % of Respondents
N/U | N IV > | gqg | NWU | N IV 5 Std
Point 5 ' Point 5 ' _ _
1.2 3 45 | Mean ev| 1.0 3 45 | Mean ev Z-value 2-tailed Sig.
Future plans and targets using
. 1% 7% 92% 4.36 0.66 1% 5% 94% 4.46 0.64 -1.551 0.121

forward-looking measures
Quantitative non-financial

. 2% 13% 85% 4.32 0.75 2% 3% 95% 4.44 0.63 -1.920 0.110
disclosure

uantitative financial
Of 9% 19% 72% 3.94 0.94 2% 6% 92% 4.36 0.68 -3.500 0.000*
disclosure
Specific narrative disclosure 12% 22% 66% 3.72 0.96 2% 12% 86% 4.15 0.65 -3.278 0.001*
General narrative disclosure 19% 24% 57% 3.67 1.11 21% 39% 40% 3.36 0.90 -2.704 0.060

Notes: The mean response on 5-Likert scale and standard deviation are also shown for each measure. Responses were ranked by mean statistics of the preparers group. Figures in bold show statistically significant
results where p < 0.05.
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4.5.2. Relative importance of differegrivironmentalthemes

To overcome the limitation of counting words, sentenoepages to measel the extent of
disclosure, Beattie et al. (2004) suggest that disclosure quality does not depend thiely on

amount disclosedut also on hownanydifferent themes and stthemesare covered

Therefore, a list o6ix key environmental themes (topics) svdeveloped based on relevant

prior studies and the indicators of GRdee Al-Tuwaijri et al., 2004Daub, 2007; Gray et al.,

1995 GRI, 2013; Van Staden and Hooks, 2P0Ih this section of the questionnaire,
respondents were asked to indicate their irigmze to the quality o€ER, usinga 100-point

swring system. The extent oflative importance allocated each theméy the two grops

of respondentss illustrated inTable10. It seems that there is a broad consensus among the

total respondents a@® all themesapart from“environmental financiatelatedd a t Ené .

“climate changeandsustm a bi | i t y i s s thelsghesttrateefnmeportarice frormct e d
both preparers and usefhe“ener gy and r aw mawasgivéndheseconds age”
highest rate of importandzy both.

Perhapsunsurprisingly pr e p ar e r ewvirohroeotal dithncial e | at e with thea t a ”
lowest valug(12.10/100) compared witha rather higheperception of theisers(17.90/100)

The ManAWhitney U test revealed a sificant disagreement among the two groups on the
relative importance of this themehis findingsuppors previous sectioawhereprepaersdid

notratefinancial dataashighly asusers
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Table 10: Perceptions of relative importance of environmental themes (100 points)

Preparers Users Preparer/User
. (n=286) (n=177) Mann Whitney U Test
Environmental Themes
Std. . .
Mean | Std. Dev| Mean Z-value 2-tailed Sig.
Dev
Climate change and
. o 23.40 9.4 20.6 8.7 -2.564 0.010

sustainability issues
Energy and raw materials

19.0 5.8 19.0 7.0 -0.639 0.523
usage (Inputs)
Environmental-product and

18.0 6.4 18.0 7.5 -0.170 0.865
process related (outputs)
Environmental policy 15.5 10.4 14.5 8.3 -0.262 0.794
Environmental financial-

12.1 6.9 17.9 7.7 -5.716 0.000+*
related data
Other environmental issues 12.0 9.9 10.0 6.7 -1.752 0.100

Note: The mean and standard deviation are shown for each theme. Themes were ranked by mean of the preparers group. Figure in bold
shows statistically significant results where p < 0.05.

4.5.3. Relative importance of differdypes ofenvironmentalinformation

The types of information disclosed isiadher quality dimensioronsidered important in
assessing disclosure qual{see, Comyns, 2016; Helfaya and Moussa, 2017; Michelon et al.,
2015; Tauringana and Chithambo, 2Q1%he types are categorised asagifying bad
environmental newsjrfancial and notfinandal environmental informationpfwardlooking
environmental informatin and ongoing challenges, andénbhmarking environmental
performance. In order to obtain an overall perception of the relative impodbtiase types

of information respondents were asked to alloced® pointsandboth groupgavea similar
view of the relative importance of each information typé&h similar mears and standard
deviatiors for each groupas seen in Table 11Both groups rat “benchmarking

evi ronment al inforenatibnofr theahigleest importanceNhile there wasno

statistically significant difference between preparers and useasrreji ng “quanti fy

environment al news”, prepares perceived t
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Table 11: Perceptions of relative importance of types of information (100 points)

Preparers Users Preparer/User
. (n =86) (n=177) Mann-Whitney U Test
Types of Information
Std. Std. . .
Mean Mean Z-value 2-tailed Sig.
Dev Dev
Benchmarking environmental
28.4 111 27.3 11.6 -1.131 0.258
performance
Forward-looking environmental
information and ongoing 27.2 9.1 24.9 8.8 -1.707 0.100
challenges
Financial and non-financial
. 25.8 10.6 25.9 11.0 -0.207 0.836
environmental news
Quantifying bad environmental
18.6 9.6 21.9 10.2 -2.224 0.030
news

Note: The mean and standard deviation are shown for each type. Types of information were ranked by mean of the preparers
group.

4.5.4. Relative importance akualpresentation ¢ommunication}ools

David (2001)finds thatusers ofcorporate annual repomsay spend onla short timdooking

at a reports part of theidecisioamaking. Many invetors look onlyat the financial review
and then the narratie section also, theyoften focus onfinancial graphs irmaking their
decisions (Zwig, 2000Q. Compared to raw text, Kelly (1998hds that tables and graphs are
amore effectivemeansof communicanga f i erformancemndreeasier to assimilate

thandense text

The respondents were asked to express their opinions about the use of visual tools (e.g., graphs,
tables, angicturesimages) Table 12showsa general agreement among preparers and users
that usingtables, graphsand pictures in preparing annual asubtainabilityreports vould

improve theperceived qualityof these reports. F@xample pr epar er gmngal me an
from a bw 3.81for using pictures thigh 4.22for using graphs and.24for usingtables It

was the same fan s e r s 'scorasdraather words, @proximately82% or more ofboth

groups agreed that to enhance the quali9ER, tables and graphs should be used to disclose

and communicate environmental performantéere was also gae support from both
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preparers and useferusi ng pi ctures and i mages to

environmental activitie670% & 68% respectively)

The role that visual tools and graphsight play in giving favourable impressions of
environmenral performance and/or to hide an unfavourable performemsammarised in
Table 12 Asmight beexpected, there wam broad agreement between preparers and osers
these issues$-or example, 18% qfreparers di not agee that visual toolwereuse to reflect
favourable performanc&vhilstthe vastmajority of users (8%) believed that companiesay
use visual tool$or favourable ness. Further, compared to only %2of users, lanost half of
preparers (4%) disagreed that graphsagnbe used to hide enagnmental bad news. Both of
these differences are statistically significalines (20113hows that theres clear evidence
using graphs is linked toself-servingmanagerial agendaee, also, Cho et al., 201amla
and Roberts, 2010)
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Table 12: Responses to the relative agreement of using presentation tools to measure the quality of CER

Preparers Group (86) Users Group (177) Preparer/User
Mann-Whitney U Test
Wi Tl % of Respondents | ¢ % of Respondents 5
Point Std. Point Std.
SDD[ N [ A/SA | TOY 1 boy | SDID N 3| ASA ont | o, | Zvalue 2-tailed Sig.
1w g | 4 | WD 1-2 adg | DEE
Tables are a clear way to portray statistical
. . 5% 13% 82% 4.24 0.85 2% 13% 85% 4.24 | 0.76 -0.410 0.683
figures and quantities
Graphs are used to distil and communicate
. 1% 11% 88% 4.22 0.68 4% 12% 84% 4.10 0.77 -1.228 0.220
the trends of environmental performance
Visual tools are used to give favourable
impressions of a company’s environmental 18% | 22% 60% 3.86 1.56 7% 11% 82% 4.10 0.90 -3.300 0.001**
performance
Pictures are used to manage perceptions of
-, i - 8% 22% 70% 3.81 0.90 8% 24% 68% 3.81 | 0.90 -0.023 0.982
a firm’s environmental activities
Graphs might be used to hide an
Phs MIBATbe & 47% | 30% | 23% | 271 | 113 | 12% | 32% | 56% | 3.63 | 0.99 | -6.103 0.000
unfavourable environmental performance

Notes: The mean response on a 5-Likert scale and standard deviation are shown for each visual tool. Responses were ranked by mean statistics of the preparers group. Bold figures show statistically significant results where p <
0.05.
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To assesshe importane of textualcontent versus visual contentweighingthe quality of

CER, afurther100-point scalavas developedlhe respondents were given a listair forms

of content thatvereused to disclose environmental informatsond askedo express the |&f

of importanceof ead form. The resultsn Table 13ndicate that both preparers and users gave
similar weights to textual contentessusvisual content Regarding the visual toolshe
respondents also gavenslar weights The ManaWhitney U test poits to insignificant
statistical di fferences in the respondents’

contens versus visual contesit

Table 13 Perceptions of relative importance of ustegtual vs.visual content to theguality
of CER (100points in total)

Preparers Users Preparer/User
Textual and Visual (n=286 (n=17% Mann-Whitney U Test
Content
Std. : .
Mean | Std. Dev| Mean Dev Z-value 2-tailed Sig.

Textual content 29.7 11.2 28 11.5 -1.223 0.221
Tabular content 26.7 13.3 28.7 13.8 -1.957 0.100
Graphical content 26.1 9.0 26.6 8.3 -0.633 0.527
Pictorial content 17.5 9.8 16.7 9.2 -0.834 0.404

Note: The mean and standard deviation are shown for each theme. Types of Information were ranked by mean of the preparers group.

455w S a LJ2 yvr®son theuality of CER

The questionnaire contained a few open ques{ions. e . , t h e forre3pohdentsto o pt i
describe their own definitions of qualityhis allowed themto explain vy quality of
environmental reportings imporeant or to addpersonal commentsThese were quite
instructve and eveal ing further details behdipand t he
Likert scale or 10fpoints scale questions, with some holdiagly positive views about the

quality of CER The following is a selection of the more interesting comments:

“‘Most companies have a major blindspot when it comes to reporting
the single key issue relevant to their activities. So for example: Fast
food companies should have detailed information on obesity; Oil
company should have a lot to say about climate change and the future
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of their main products ... and Banks how they are providing the
poorest in the world with access to finance e.g., through microcredit.
In 20 years of advising major corporations, | have found that these
corporate Dblindspots are almost universal.” (Preparer, CSR
Consultant)

‘It does not really matter whether the company uses graphs or
pictures or tables or text to bring its point across. It can use whatever
it needs, but it really just needs to be honest. We can now rather
easily cross-check accounts of events by different parties. Honesty in
reporting is only sensible risk-management strategy.” (User,
Academic)

“Corporate Environmental Reporting should be reported by any
company without any bias, hidden facts, diplomatic results, etc.”
(Preparer, CSR Officer)

Clearly, as noted abovehdse comments reveal that thesspondentshoth preparers and
users, haveggood knowledge and experiencencerningthe quality & reporting and its

importance.

4.6. What makes aquality CER?

As voluntary disclosures asommunication to® their quality needs to be assessed imser
of their ability to coveressential matters wiakeholders in a direct and concise way (Boess
and Kumar, 2007). Tartjag themeasurment ofthis quality, the academic literature employs

a varety of measures/proxié¢s assessorporate reportingBeattie et al., 2004

Empirical studies, however, faib make a clear giinctionbetween the quantity and quality of
disclosure (Berrettarad Bozzolan, 2008 and the minstream of these studies assuhat the
guantity of disclosure is a profgr its quality (e.g.Marstonand Shrives, 1991Theremaining
aim of this study is to develaplessresearchedefinedmultidimersional model based on the
preparer and user perceptsaf the relative importance dhe different quality dimensions.
The analysis 0f263 responses identifiedseven major proxies/measureso evaluate
environmental reportingAs shown inTable 14 the scoe of each proxy is based on its relative
importance to the total statistical means of $eenproxiesd®. Therefore, the scores of the
proxies are ranked as follows: ibformationtypes (16%); 2measures disclosed (16%); 3)
reportingstandards (16%); Yenvironmentalaudit/assurance (15%); ®nvironmentakthemes
(14%); 6)visualtools (13%), and Aolume disclosed (10%).

13 For instance, the sum of all 5-point means of the 7 proxies = 27.55. So, the relative importance of Volume =
2.75/27.55 = 10% of the total quality score (100 points).
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Table 14: Total responses to the importance of different quality dimensions

No. of Respondents (%)
N NI/U N I/VI 5- Std.
Quiality Dimensions 1-2 3 4-5 Point Dev
Mean

Information types 263 6(2) 15 (6) 242 (92) 4.35 0.74

Measures 263 9 (3) 16 (6) 238 (91) 4.30 0.81

Reporting standards 263 8(3) 31(12) 224 (85) 4.30 0.81
Environmental

audit/assurance 263 17 (6) 29 (11) 217 (83) 4.20 0.90

Themes 263 17 (6) 42 (16) 204 (78) 3.95 0.82

Visual tools 263 22 (8) 62 (24) 179 (68) 3.70 0.93

Volume 263 | 117 (45) 74 (28) 72 (27) 2.75 1.14

We re-classfy thesesevenproxies of asessing reporting quality into threeajor quality
dimensions based on the nature of these proxies: 1) the quality of content; 2) the quality of
credibility; and 3) the quality of communication. Thé&€s' (i.e., Content, Credibility, and
Communication) arghen subdivided into sevenproxies andeighteensub-proxies with

weightings derived fromuestionnairgesponses

4.6.1. Theguality ofcontent: how muchwhat, and row isit disclosed?

Prior studies document that quantity of disclosure is a primary dimension of disclosure quality
(i.e., the more infonation reported, the higher information qualit{g.g., Beretta and
Bozzolan, 2008; Gray et al., 1993However, relative quantity disclosed is only one quality
dimension (Beattie et al., 2004). Another dimension is the richness of this dischdsahe
includes, for exampleyariety of different information types disclosedyriety of measures
(depth) disclosed, and the spread of disclosures across themes/topics (width) ad@ressed)
Al-Tuwaijri et al., 2004; Berretta and Bozzolan, 20D8ub, 2007Helfaya and Moussa, 2017,

GRI, 2013; Michelon et al., 2015; Urquiza et al., 2009; Van Staden and Hooks, 2007; Walden
and Stagliano, 2004Analysis inTable14 reveals thathe content dimension represents 56%

of the total quality score: informatidypes (5%), measures (16%)hemes (14%), aneblume
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(10%). The relative importance of thefir proxies andfifteen subproxies are discussed

below.

4.6.1.1. Types afformation (16%)

This proxy represents6%of the total quality scorasis clear inTable14. A summary of the
respondent s’ answers to the relative i mport:
Table15. Based on the statistical means of these different information types, they are ranked

as follows:

1- The mean of each information type is compared to the sum of all means of
information types.'#

2- The relative importance of each information type is compared to the relative
importance of information types’ proxy (16%).1°

As apparent iTablel5, 263 respadents identifyfour types of informabn, which are ranked
according to their relative importance to the total scoti@fofmationtypes (16% of the total

reporting quality score) as follows:

|
1

Benchmarking performance (28%);

N
1

Forward-looking information (26%);

w
1

Financial and non-financial information (26%), and

IS
1

Quantifying bad news (20%).

Table 15: Perceptions of relative importance of types of information (100 points)

Total Respondents
Types of Information
N Mean Std. Dev
Benchmarking environmental performance 263 28 11.4
Financial and non-financial information 263 26 10.8
Forward-looking information and ongoing challenges 263 26 9.1
Quantifying bad environmental news 263 20 10.1

14 The sum of all statistical means = 100. Thus, the relative importance of quantifying bad news = 20/100 = 20%.
15 For example, the relative importance of quantifying bad news (20%) is computed as a percentage of 16% = 3%,
and so on for all types of information.

Page 36



4.6.1.2. Measuredisclosed (16%)

As discussed aboyéhis proxy represents further16% of the total quél score.Table16
provides an overview of the preference2@8respondents to different measures used to report
environmental issues. It is evident that the respondents prefer disclosing more information
concerningorwardlooking environmental planssing quantitative measurezs well as both
guantitative financial and nefimancial disclosures. Applying the same approasibefordo
calculate the relative importancé each measure and compute its materiality with the total
score of this proxy (16%Based on the analysis of responses to this section in the questionnaire
survey, the relative importance thfe five measures iglentified and ranked as follows (see
Table16)*®:

'_\
1

Future plans and targets using forward-looking measures (22%);

N
1

Quantitative environmental disclosure (22%);

w
1

Financial environmental disclosure (20%);

IS
1

Specific narrative disclosure (19%), and

ol
1

General narrative disclosure (17%).

This result supports the findingg Toms (2002) who examinedi nv e st ment prof es
perceptions ofheimportance of disclosure measurde.sawthe future plans and targessnd

both quantitative and financial disclosusessofthe highest importancéollowed byspecific

disclosure andinally, general disclosurés shown inTable9, there is a sigficant difference

between the two groups of respondents for two measures; the specific narrative disclosures and
financial disclosures (palues are 0.00land 0.000 respectively). Tiese two types of
disclosures- financial and specifiaarrative environm&al information— are seen awery

importantby usersThis raises the possibility of needing two MQMs, a preparer M@ a

user MQM with different weightapplied to each quality proxy.

16 As seen in Table 16, the sum of all statistical means = 20.44. Thus, the relative importance of general narrative
disclosure = 3.54/20.44 = 17%. Additionally, the relative importance of general narrative disclosure (17%) is
computed as a percentage of 16% = 3%, and so on for all measures disclosed.
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Table 16: Total responses to the importance of different measures

No. of Respondents (%)

Measures N NI/U N IVI 5- Std.
1-2 3 4-5 Point Dev
Mean

e [ | 2 | e | e | e | om
Quantitative disclosure 263 4 (2) 16 (6) 243 (92) 4.40 0.68
Financial disclosure 263 10 (4) 27 (10) 226 (86) 4.14 0.80
Specific narrative disclosure 263 13 (5) 41 (16) 209 (79) 3.94 0.80
General narrative disclosure 263 53(20) 91 (35) 119 (45) 3.54 1.10

4.6.1.3. Environmentahemes (14%)

The spread (width) aénvironmental topics covered @ER indicates 14% total quality score.
Tablel7showshat the sixhemesompiled from prior literaturge.g., Al-Tuwalijri et al., 2004;

Daub, 2007GRI, 2013 Walden and Stagliano, 200ghould be addressed in an environtaé
report to enhance its quality. The ranks of
importance of each theme to the score of environmental themes pré%y. Bdsed on the

analysis of 263esponses as ifablel7, six environmental themes aiagentifiedand weighted

as followg”:

1- Climate change and sustainability matters (22%);

2- Energy and raw materials usage (inputs) (19%);

3- Environmental-product related data (outputs) (18%);
4- Environmental-financial data (15%);

5- Environmental policy (15%), and

6- Other environmental data (11%).

17 The sum of all statistical means = 100. Thus, the relative importance of other environmental issues = 11/100 =
11%. For example, the relative importance of other environmental issues (11%) is computed as a percentage of
14% = 1.54%, and so on for all environmental themes.
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However, a significant statistical difference was detected between the two groups of
respondentsoncerningthe importance of environmerdthanciatrelated data @walue =

0.0), again raising the question of whether two M8&hould be derived

Table 17: Perceptions of relative importance of environmental themes (100 points)

Total Respondents
Environmental Themes
N Mean Std. Dev

Climate change and sustainability issues 263 22 9.1
Energy and raw materials usage (inputs) 263 19 6.6
Environmental product- and process- related

263 18 7.1
(outputs)
Environmental policy 263 15 9.1
Environmental-financial-related data 263 15 9.1
Other environmental issues 263 11 7.6

4.6.1.4. Volumeduantity) disclosed (10%)

In contrast to most prior academic literatfeeg, Beretta and Bzzolan, 2008; Gray et al.,
1995, whichhas assumetthat quantity is a primary dimension for measuring reporting quality,
therespondentsated volume of disclosurasthe lowesicomponenbf the total quality score.
As seen inTable 14 approximately60% of respondestperceived that volume of disclosure

asnot important for quality compareudth only 27% as important.

4.6.2. Theguality ofcredibility: how is it credible?

Besides the coent of iformation disclosed, thee s er s’ perception of
information in sustainability reports should also be targeBatt€y et al., 2016; Helfaya and

Kotb, 2016;Hodge et al.,2009). Credibility and reliabilityare achieved in two waysn
environmental disclosur€l) the aaption of externalsustainabilityreporting standards and

(2) the assurancef thereports by an independent thipdrty (externabuditor/assurer) Both
areperceived tamprove the quality of informatiodisclosedComyns, 2016 Peters and Romi,

2015; Talbot and Boiral, 20)6Table 14 reflectsthis with a31% weight attributedto this

dimension bythe 263 respondents. Two proxies of this dimension were weighted by the two
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groups of respondents: adopting externalorepg standards (16%)pnd the inclusion of

environmental audit/assurance (15%).

4.6.2.1. Adoptingxternalreportingstandards (16%)

To enhance the quality of information reported, preparers should follow specific reporting
guidelines (e.g., GRI, I1ISO, HRA, etc) (Helfaya and Kotb, 2016; Michelon et al., 2015;
Tauringana and Chithambo, 2018)f the respondents83% saw the adoption of reporting

guidelines as good stefin raisingreporting qualitysee Table 14

4.6.2.2. Environmentaludit/assuranc€15%)

Assurance services are defined broadly by Beattie (2000, p.4) as:

‘Independent professional services that improve the quality of
information, or its context, for decision makers, a definition which
embraces both the reliability and relevance of information”.

Therefore, toincreaseu s er s confidence and peritgepti on
sustainability and environmentaéports should be assured by an independent party

(Birkey et al.,2016;Cohen and Simnett, 2018elfaya and Kotb2016 Michelon et al., 2016

After anal ysi ng t he qu e,sthe resnlnndicatesthiats aboute8®%pod n s e s
respondents perceived the importance of the inclusi@n efivironmental audit to improve

the quality of environmental information discbob(see Table 1 This result suppostthe
findings of prior studies and the increasing practice of large firms. There has been significant
growthin providing assurance statements within publishestiainability reports of the global

top 250 companiess3% in 2015compared t®9% in 2013(KPMG, 2015. Additionally, in

2015, 42% of the top 100 companies in 45 countries choose taealiseir sustainability
reports, an®4%of themcontinued to select big accounting firms to provide assurance services

(KPMG, 2015).

4.6.3. Theguality ofcommunicationhow is it presented?

The modern corpate reporcontains a package of narrative, graphical, and pictorial content
(Beattie, 2000 Cho et al., 2012Jones, 20L1Kamla and Roberts, 20L0The layout ofa
corporate report, therefore, plays a crucial role in the quality of information disclosed. Thus,
the finaldimension to complete the qualfictureis how this information conterg presented.

Respondentsveighted the use ofisual toolswith 13% of the tot& quality score (se@able

14). Table 18 provides an overview of some visual tothait makeenvironmental reporting
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more qualitative and attractive to read. The respondents identified and w¥ightedtools
(communication proxieshat maybeused toprove the quality of communicating corporate
environmental performangcas seen ifmable18. Hence the relative weights becomaliular
format (35%) graphical format (34%@ndpictorial format (31%).

Table 18: Total responses to the relative agreement using visual tools

No. of Respondents (%)
Visual Tools N SD/D N A/SA 5-Point Mean Std. Dev
1-2 3 45
Tables 263 8 (3) 34 (13) 221 (84) 4.24 0.80
Graphs 263 8(3) 30 (11) 225 (86) 4.13 0.74
Pictures 263 | 21(8) | 62(24) 180 (68) 3.81 0.90

4.7. A multidimensional quality model (MQM)

Assessing the measurement of the quality assessment of annsaktmdabilityreporting is

of paramount impdance (Hammond and Miles, 2Q6kelfaya and Moussa, 2017; Michelon

et al., 201% which buildson theassumptiorthat high disclosure quality should help external
stakeholders in evaluating past dikély future performanceilso, Beattie et al. (2004)alled

for new ways of documenting disclosure practices, identifying dimensions of disclosure
quality, and findingoossible less subjective measurement praxidse developedOne of the

main targets of the present study is to fill this gap by producing a more representative quality
assessment framewofkultidimensionalquality model— MQM) according to the quality
perceptions of preparers (reportersyl arsers (readers) of ARsidbr CSRRs.

Three significant differences between preparsgr pereptions were shown ifiables 9 and
10regarding the importance of specific narrative andrfciatenvironnental disclosure (€e

Table 9, andthe financialenvironmental data themedesTable 10. This may imply a need
for two distinct MQM models, as suggested belovevidus literatureshowsthe importance
of disclosig specific narrative and financiagnvironmental informi#on (e.g., specific

environmental policy, environmental liabilities, fines, exgi¢ures and investments) to

18 The sum of the statistical means of the three visual tools = 12.18. Thus, the relative importance of tables =
4.24/12.18 = 35%, and the same for graphs and pictures (34% and 31% respectively). Additionally, the relative
importance of tables (35%) is computed as a percentage of 13% = 4.55%, and so on for both graphs and pictures.
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stakeholders (e.gAl-Tuwaijri et al., 2004Daub, 2007Helfaya and Mouss 2017; Michelon

et al., 2015Van Staden and Hooks, 200%uch vievs may also change over time and be
related to gentsthat may changehe perception of importance, an obvious example being the
oil spill in the Gulf of Mexico in April, 2018.

The MQM shown irFigure 2 is based on the analysis of the average importagice pedof
different quality measures/proxies of tis¢al amount ofesponsefrom 177 preparers andb8
users 263 responses in totdlhree major dimensions (3Cs) weédentifiedand weighted with
the total score 100 pointsontent (56 points)redibility (31 points), anccommunication (13
points). Additionally, seven proxies andeighteensubproxies were alsddentified and
weighted according to their relative importance of both cdntmd communication

dimensions.

Unsurprisingly, the highst weightwas assigned to the quality of informatioontent (56%)
comparedwith credibility and quality of communication (31%and 13% respectively). In
contrast to the presestudy, most prior studies focsesl onlyon the quaity of content using
volume, themes,ral/or measures disclosed teess the disclosu(e.g.,Michelon et al., 2015;
Urguiza et al., 2009; Van Staden and Hooks, 200bre recent academic studies shsmme
increased recognition of naquantity proxies for qualitythis issupporéd bythe findings here

whererespondents weigatlvolumeat only 10% of the quality score.

19 For example, in the following annual and sustainability reports, BP (the company most commonly associated
with the disaster) disclosdse significant financial impacts to the company, detailing over $60 billion of expected
costs (BP AR, 2010). This event triggered a dramatic fall in the BP share price. In 2016, the BP paid $6.9 billion
for the oil spill with the expectation to fall to $45.5 billion in 2017, £2 billion in 2018 and a little over $1 billion

per year thereafter (BP AR, 2016). It is possible that such events will increase the perceived need for specific
narrative and financisggnvironmental disclosures in future.
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Figure 2: A multidimensional model of the perceived quality of CER
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5.0.Conclusions

The analysis of 263 responges., 177preparers and 86 usesjows that pproximately51%

of both preparers and users define environn
accuracyand reliability of environmental i s ¢ | Qualityrisea’key concept in academic

research, but the term is complex and subjective. Thereferejuidlity of a disclosure must

refer to many dferent attributes becausiéferent persospreparing or using suatocuments

have their own ideas about the information characteristics, measures, and types of information

that ought to belisclosed in a quidy report. The attributes of reportéformation arelevel

and range of topics disclosed, types of information (e.g., good, neutral or bad newsahist

and future information), and measuresed (e.g., narrative versus quantitative, quantitative

versus financial, or benchmarking performance), credibility of information disclosed using
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reporting guidelines and inclusion of thipaurt auditig, and visualisation of theformation.

So, this study concludes that quality is a mfslieted concept antidre is no single definition.

The results also show th#tere wasno statistically significant difference in the relative
importance of theseven dimensions between the two groups. At a deeper teeet were
some differences with users being less Batlswith recent reports they had read and
perceivingquantitative information as more important. They were also more sceptical of the
purpose of visual presentation than the prepafefarther issue is that we can only directly
assess their reactionpaoblished, rather than unpublished, information; the susptimay be

due in part to what is missing rather than what is presaetMQM shown in Figure 2 is based

on the analysis of the average importance perceived of different quality measuresfgroxies
the total amount of responsesrh 177 preparers and 86 uséreree major dimensions (3Cs)
were identified and weighted with the total score 100 points: content (56 points); credibility
(31 points), and communication (13 points). Additionally, sevexips and eighteen sub
proxies were also identified and weighted according to their relative importance of both content

and communication dimensions.

This prepareuser defined MQM implies that quality is a multidimensional term which has
many attributesavered by three main dimensiofeattie et al.2004 Berettaand Bozzolan,

2008) Further, in contrast to preus literature both quantity and richness of content cover
only one dimension of quality (56%), while the other two dimensions, credibility an
communication, cover the other 44% of the quality dimension. Thus, evaltladiggality of
content is not enough to reveal the total disclosure quality. Rather, quality of content, as a
measure, should be combined with measafesedibility and commuication To conclude,
previous literature does not make a clear distinction between the quantity and quality of
disclosure, although it is generally assumed that the volume of information given helps to
determine its quality. The current study, therefetgports the idea that quality is a multi
faceted notion and that the quantity of disclosure in not a sufficient measure of its quality.
Consequentlythe development of a MQM that includes more parameters than just quantity is

required for a better und#anding of reporting quality.

5.1. Research contributions and practical implications
First, an important contribution of this study is the analysis of the quality of CER from the

perceptions of both reporters and users of corporate repokihge prior literature on

assessing the quality of corporate reporting used subjeatigfysts indiceand/or semi
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objective quality indices, an exclusive focus on quantity and/or few features of quality (e.g.,
number of themes/topics covered, types of measuremtorthation disclosed, etc.) is likely

to show only part offte picture of CER qualityAnalysing the quality perceptions of both
reporters and users of corporate reporting contributes itagfithis gap Second, the study
shows the reflexivity and crittal judgments of both reporters and users of the quality of
corporate reports. The quality perceptions of @&pondents provided a less subjective MQM

of assessing the quality of CER, based on reliable and credible criteria of covering the key
features bquality. In thisMQM, bothquantity and richness together represent only 56%, while
issues such as the credibility and visualisation of disclosure information represent 31% and
13% respectively. Third, byexaan i ng bot h re®pop ¢ reaf hequatitpad s us er
CER, this study contribuseto the literature on theompliance of CER and quality of

environmental disclosure

Finally, this research may have regulation and policy implications. It is also informative for
researchers, pressure grougs,asndar d setter s, and policy mak

findings would suggest that preparers and u
quality and the key measures of reporting quality were largely similar. However, users
perceived fnancial impact disclosure and detailed narrative disclosures as of more value than
preparers. They also had a more sceptical view of the use of graphs to convey environmental
performance than preparers. Thereforeafioigh quality of reporting corporanvironmental

activities and performance, there has to be authoritative powerful pressure on management to
take into account not only general disclosure and quantitative information but also financial
environmental impacts andethiled qualitative informain. Further, policy makers are

required to enforce the environmental disclosure laws and insist on compifanogh

continuows monitoringand penalising failure to disclosurBeporters are also required to

cautiously use presentation tools, espec@gphs to convey the environmental performance

5.2. Limits and avenues for future research
This study was carried otitrough 263 questionnaseesponses from various reporters and

users of corporate reportingTherefore, the possibilities of guesswoand biased
interpretations of the questionnaire elements by the respondents are expected. Rarther, t
guestionaskingthe respondents to split 100 points between the seven dimepsiordesthe
possibility of the development of a model using all sedemensions weighted by the survey
respondentsAn outline for such a model, including the weights taken from the questire

responsesis shownin Figure 2. The differences between users and preparers, noted in the
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paragraph abovemply the need toetst both preparer and user MQMscase these differences

on a few of the second level components of the model make a significant diffevethee t
perception ofquality of reporting The questionnaire led to a useful level of response, but a
further stug might seek to balance th@ngeof preparers, in particular, from tfentparts of

the worldand also to categorise users, as shareholders and environmental activists may have

different demands and expectations.

A critical question is whetheor not this more sophisticated, and labour intensinveylti-
dimensionalapproach actually makes a difference. A sample set of companies would enable
the relative reporting quality of the companies to be assessed on each of the seven dimensions
and the new multidimesional model. Finding the dimension that most closely matches the new
model couldootentially be a practical, lowost proxy for the more sophisticated mod#her

previous quality models could also be tested againgti@®l on this basige.g., AFTuwairi

et al, 2004; Beretta and Boalan, 2008;Michelon et al., 20150Jrquizaet al, 2009 Van

Staden and Hooks, 2007again a simpler model with similar ranking results woloddan

attractive timesaving option for quality assessment.

The readability/laguage dimension was omitted from the questionnaire, and hence the
suggested model. Whilst thisaymbe considered asepresentedy the visual presentation
dimension, this is an area of significant previous researah a further stdy should seek to
introduce this to anultidimensional modé&hg of quality. If a larger sample of users had been
obtained from the survey, with a greater spread between the different categories of user, the
guestion of whether different user groups had different perceptiansabtify couldalsohave

been addressed. As users include both shareholders and their advisors landaed
environmental lobby groups on the othewo groups with potentially differing objectives

different definitions of quality must be a possilyilit

The questionnaire was inevitabhague aboutlissemination method used for communicating

the environmental information. Past studies have alnadstfocussed on the AR s
environmentatontenthowever analysisof standalone GGRRsmay be a better wap assess

quality of reporting.The increased volume of content in 8RR would mean that assessing

the quality of the enviramental sectiomwould be more time consumingoweverthe extra

effort may be worthwhile if it ledo different resultdrom the AR. The rise of integrated
reporting may also lead to a different balance of content and style of communication and the
perceptions of users and preparers may differ here too. It is also clear that corporate websites
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are an ever increasing route for envir@ntal information to be conveyed. Finalthe
interactive use of social media by preparers (companies) to communicate with user groups

could also be examined.

It was noted above that the passing of time and kegtgeveay change the weights in the
MQM. Further issues that are likely to affect the appropriate weights when considering a
particul ar c o imthdhe gomisile @ iNdusary of the firmrA generic MQM

may have some factors that do not change by industry (information type and vissialaiool
example) whilst others (themes, perhaps) are seen as more vital for those companies perceived
to havea higher environmental impacEnvironmental information provided by companies
provides just part of the voluntary disclosure provided by compantkshe approaches being

developed here could be applied to other sections of an AR.

I n |l ooking at how preparers and users asse
reporting, the questionnaire respondents emphasised the importance of thelunom

elements of content and the credibility gained from applying external standards and using an
external examiner. The little we know about quality includes that it is influenced by more than

one characteristic of the information provided, hence the ddgyaioi produce a multi
dimensional model with the weights assigned by preparers and/or users rather than academics.
Such a model can inform the preparer of where their disclosure may be falling short of normal
large corporates and users of which compaapgear to understand and be responsive to user

needs.
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