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AN ORGANISATIONAL LEGITIMACY PERSPECTIVE OF
CORPORATE USE OF THE GRI GUIDELINES

Joseph O’Neill

Abstract

The purpose of this study is to gain an understanding of the role of the GRI Guidelines in
corporate environmental disclosure practice. The study employs a theoretical framework,
based on organisational legitimacy theory that investigates corporate use of the Guidelines.
Three aspects of corporate use are examined: 1) managerial motivation for use of the GRI
Guidelines, 2) stakeholder accountability practices of companies using the Guidelines and
3) the extent of international harmonisation of environmental disclosures/governance and
management structures among companies using the Guidelines. The framework uses
different perspectives of organisational legitimacy theory to gain an understanding of these
three aspects of corporate use. The institutional perspective of legitimacy theory is used to
investigate the managerial motivation aspect. The stakeholder management perspective is
used to examine the stakeholder accountability aspect. The international variation
perspective is used to examine the international harmonisation aspect. Three hypotheses
were developed to test the legitimacy theory framework.

These hypotheses were tested by means of a mail questionnaire. A total of 240
questionnaires were distributed to senior company managers of selected companies in
France and the UK in November 2005. French and UK companies were chosen as GRI
Guideline usage is most widespread in Western Europe and these countries constitute large
economies within this region. A useable response rate of 23.3% was achieved. However,
the relatively low number of responses made definitive statistical testing difficult. The
findings of the study are therefore best viewed as indicative.

On the most part, the findings from hypothesis testing do not furnish support for the
legitimacy theory framework of the study. The findings indicate that the institutional
perspective of the framework cannot account for the managerial motivation aspect of
corporate use. Similarly the findings suggested that the international variation perspective
cannot be used to interpret the international harmonisation aspect of corporate use.
However, the findings indicate that the stakeholder management perspective can account
for the stakeholder accountability aspect of corporate use. Notwithstanding these results,
the study is significant for using perspectives of legitimacy theory heretofore seldom used
in the environmental disclosure literature. It is also significant as empirical studies on the
GRI Guidelines are rare in the literature.
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Chapter One

Introduction

1.1 Background to the Research

Corporate environmental disclosure (CED) has been defined as “the process of
communicating externally the environmental effects of organisations’ economic actions
through the corporate annual report or a separate stand-alone publicly available
environmental report” (O’Dwyer, 2001, p. 9). The last decade has witnessed a steady rise
in the proportion of Western European companies publicly disclosing environmental
information (Owen, 2003). Companies in this area disclose the highest level of non-
financial information in the world (ACCA, 2004). It is estimated that they “produce over
three times as many reports as the next most prolific region” (CorporateRegister, 2007, p.
4). Almost two thirds of their non-financial disclosures are environmental (ACCA, 2004).
In particular, environmental disclosure practice among the largest companies in Western
Europe has risen steadily. The number of reports issued by the top 100 companies in 16
countries, predominately located in Western Europe, has significantly grown from 13% in
1993 to 33% in 2005 (KPMG, 2005). Environmental information is predominantly
disclosed voluntarily by companies. This had led to considerable cross-national
differences in the quality and form of disclosures (Owen, 2003; Adams et al., 1998). The
Guidelines of the Global Reporting Initiative (GRI) were developed as a response to both
these cross-national differences and the rise in environmental disclosure (ACCA, 2004, p.

53).

1.2 GRI Guidelines

GRI is a permanent and independent organisation based in Amsterdam. The United
Nations Environment Programme (UNEP) has played a large role in establishing GRI.
Today GRI is a collaborating centre of UNEP and has close co-operation with the United
Nations Global Compact (UNGC). Association with these bodies has led to GRI having a
close association with the United Nations (UN). Consequently GRI has now come to be
widely regarded as a high profile non-governmental organisation (NGO). The main

function of GRI is to periodically promulgate guidelines for the reporting of economic,
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environmental and social information, although it has been argued that these guidelines
have an emphasis on environmental disclosure (see, for example, Gray, 2006; Moneva et
al., 2006). To date GRI has issued three editions of the Guidelines. The first guidelines
were issued in 2000 and these were superseded with updated guidelines in 2002. The latest
edition of the Guidelines was issued in 2006'. Since the first edition of the Guidelines,
there has also been a large rise in the scale of companies that cite the GRI Guidelines in

their disclosures.

The rapidity with which large corporations have adopted various CSR standards and reporting
mechanisms such as the ... Global Reporting Initiative, is quite astonishing given the absence of

financial inducements or regulatory coercion (Crane and Moon, 2008, p. 438).

This rise in use is particularly evident in Western Europe. An ACCA survey in 2004
showed that Western Europe had the highest number of companies (254) in the world
using the Guidelines for their reporting (p. 55). A more recent 2006 study undertaken by
Context into trends in CSR indicated that 61% of the top 100 public companies in Western
Europe cite the GRI in some way in their reports (Context, 2006, p. 13). The prominence
of the Guidelines in this region is manifested in endorsements by many Western European
governments (see for example, ORSE, 2004; DEFRA, 2006). They have garnered specific
mention by the EU as a good basis for convergence of CSR (European Commission, 2002).
In 2007, GRI Guidelines were specifically mentioned by world leaders at the Group of
Eight (G8) summit in Germany.

Despite this remarkable emergence in Western Europe, the literature review in Chapter 4
documents a paucity of empirical research examining the role of the GRI Guidelines in
environmental disclosure practice. From a comprehensive review of the environmental
disclosure literature, it appears that only Hedberg and von Malmborg (2003) provide the
only empirical study. They investigated why companies were using the GRI Guidelines
and its effect on their environmental management and corporate social disclosure (CSD).
However, this exploratory study was specific to Swedish companies and failed to provide a
theoretical examination of corporate use. Consequentially, the aim of this research study is

to adopt a theoretical framework that can investigate aspects regarding corporate use of the

' When the data collection for this study was conducted, the 2002 edition of the Guidelines was in issue;
therefore references to the GRI Guidelines throughout the study are to the 2002 edition.
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GRI Guidelines. This theoretical framework is based upon organisational legitimacy

theory.

1.3 Organisational Legitimacy Theory

Organisational legitimacy theory is a socio-political theory based upon the early
conceptualisations of Weber ([1922], 1978) and Parsons (1960). Legitimacy theory has
been described as a process where “organisations seek to establish congruence between the
social values implied by their activities and the norms of acceptable behaviour in the larger
social system of which they are a part” (Dowling and Pfeffer, 1975, p. 122). Organisations
need to establish this congruence of values, as their survival depends on the receipt of
resources from the larger social system (Dowling and Pfeffer, 1975; Deegan, 2002).
Organisations are not considered to have any inherent right to resources, or in fact, to exist
(Deegan, 2002, p. 292). Whenever managers consider the supply of a particular resource is
vital to organisational existence, they pursue strategies to ensure the organisational values
are congruent with those of the larger social system (Deegan, 2002). These strategies must
involve disclosure or else the larger social system will not be aware of the organisation’s
values and congruence will therefore not occur. Environmental disclosure may be seen as
a strategy that makes the organisation’s environmental values visible to and congruent with
those of the larger social system. Prior environmental disclosure studies have relied on this
theory to explain why companies make environmental disclosures (see, for example,
Deegan and Gordon, 1996; Neu et al, 1998; Deegan, 2002; Patten, 2002; O’Dwyer, 2002;
O’Donovan, 2002; Gray et al., 1995; Milne and Patten, 2002). This theory is used in the
study to examine the following salient aspects regarding corporate use of the GRI

Guidelines.

1.3.1 Managerial Motivation

As outlined in Section 1.1, there has been a rise in the number of Western European

companies using the GRI Guidelines. The legitimacy theory framework adopted in this

study endeavours to examine the motivation for companies using the GRI Guidelines.



1.3.2 Stakeholder Accountability

Stakeholder accountability is about the organisation identifying what it is responsible for
and providing information about that responsibility to stakeholders who have rights to that
information (Gray, 2001, p. 11). Stakeholder accountability is a requirement of using the
Guidelines.  Therefore, companies are required to be accountable towards their
stakeholders if they use the GRI Guidelines. The legitimacy theory framework adopted in
this study aims to examine the extent of accountability by companies using the Guidelines

towards their stakeholders.

1.3.3 International Harmonisation

International harmonisation is concerned with the narrowing of differences between the
disclosure practices of countries (Ball, 2006; Zeff, 2007). GRI intend that international
harmonisation of environmental disclosures should occur among companies that use the
Guidelines. Consequently, companies that use the Guidelines are required to make
prescribed environmental disclosures relating to performance information, governance
structures and management systems. The legitimacy theory framework of the study aims
to examine the extent of international harmonisation among companies using the

Guidelines.

1.4 Proposed Contribution of the Research

This research is noteworthy for a number of reasons.

1. The study is important because it contributes to the understanding of the role of the

GRI Guidelines in corporate environmental disclosure practice.

2. The use of legitimacy theory to investigate corporate use of the Guidelines will
extend the ambit of the theory. Prior studies have heretofore predominantly used

the theory to explain why companies disclose environmental information.



3. The study is also significant as one of the countries selected to test the framework
is France. France has heretofore been neglected in the literature. In particular, the
study provides data on French environmental disclosure practice and underlying

environmental governance and management structures.

4. The study examines corporate practices of stakeholder accountability underlying
environmental disclosures. This will contribute to the current literature on

stakeholder accountability.

1.5 Research Method

This research utilises a mail questionnaire to obtain the data necessary for testing the

theoretical framework of the study.

GRI Guideline usage is widespread in Western Europe, the target population for this study
is publicly listed companies from this region. In order to test the legitimacy theory
framework of the study, at least two Western European countries were required. France
and the UK were chosen as they constitute large economies within the Western European
region. As the GRI is an international organisation, any empirical investigation of the role
of the GRI Guidelines in disclosure practice needs to incorporate a dual or multi country

perspective.

To test the motivation for corporate use of the Guidelines, the questionnaire asks
respondents if and how they use the GRI Guidelines. The attitudes of respondents are
ascertained a propos the role of the GRI in environmental disclosure practice, institutional
desirability of GRI, applicability of the GRI Guidelines and harmonisation of
environmental disclosures. To test the stakeholder accountability aspect of corporate use,
the questionnaire asked specific questions regarding stakeholder dialogue practices. To
test the harmonisation aspects of corporate use, the questionnaire asked participants if they
possessed specified governance and management structures and made certain types of

environmental information disclosures.



The data collected was analysed using the statistical analysis software: Statistical Package
for Social Sciences (SPSS) Version 15.0. The data was subjected to non-parametric tests

for reasons outlined in Chapter 7.

1.6 Outline of the Study

This thesis is divided into eight chapters. Chapter 2 discusses GRI from its origins to its
current governance and structure. This chapter also provides a general description of the
Guidelines and an explanation of corporate use. The final section of the chapter elaborates
the motivation, stakeholder accountability and international harmonisation aspects of the
Guidelines. Chapter 3 starts with a discussion of the socio-political theories of which
organisational legitimacy theory is a part. The chapter proceeds with a detailed
explanation of the strategic perspective of organisational legitimacy theory as this is
utilised in the prior environmental disclosure literature. Chapter 4 provides an in-depth
review of the literature relevant to the study. This chapter is divided into (a) research
examining the GRI Guidelines; (b) empirical research supporting legitimacy theory as an
explicator of managerial motivation; (c) literature investigating stakeholder accountability
practices; (d) research on international comparisons of environmental disclosure and (e)
organisational structures. The theoretical framework and research hypotheses are outlined
in Chapter 5. The research methodology utilised in the study is outlined in Chapter 6.
Particular emphasis is given to the selection of the test countries in this chapter. The
measurement of the hypotheses is also discussed. Chapter 7 provides the data analysis and
the results of the hypotheses outlined in Chapter 5. Finally, a discussion of the findings is
presented in Chapter 8. This chapter also includes a review of the research objectives,

hypotheses of the study and limitations of the research.

1.7 Summary

This chapter has provided a brief outline of the study. It introduces the background and
aim of the research. The GRI Guidelines and organisational legitimacy theory are briefly
outlined. This chapter also summarises the proposed contribution of the study, in
particular its significance in extending the ambit of legitimacy theory. The organisation of
the study into eight chapters is also explained. A review of the GRI Guidelines which

form the focus of the study is presented in chapter 2.



Chapter Two

Global Reporting Initiative and Corporate Use

2.1 Introduction

As outlined in the prior chapter, the aim of this research study is to adopt a theoretical
framework based on organisational legitimacy theory that can examine three aspects
regarding corporate use of the GRI Guidelines. Consequently the main purpose of this
chapter is to explain, in more detail, GRI, its guidelines and their use by companies. The
chapter starts with a brief overview of GRI. This is followed by a discussion of the origins
of GRI. The extant governance and structure of GRI are then presented. Following this,
the contents of the Guidelines are discussed. Corporate use of the GRI Guidelines, as
defined in this study, is then outlined. This is followed by a discussion of the aspects of
corporate use of the Guidelines which are the focus of the study, namely the motivation,

stakeholder accountability and international harmonisation aspects.

2.2 Overview

GRI is an international NGO that periodically disseminates voluntary guidelines known as
Sustainability Reporting Guidelines. According to the GRI Guidelines, sustainability
reporting encompasses economic, environmental and social disclosures. These types of
disclosures are more commonly referred to as triple bottom line (TBL) reports’. GRI has
made a swift evolution from a vision to what is widely regarded as a high profile
international NGO type institution. Stakeholders from Western developed nations and
institutions have had the greatest influence on GRI (Adams, 2004). The original mission
of GRI was to create a common global framework for sustainability disclosures (GRI,
2002). The Guidelines have emerged as the best known voluntary global guidance for
TBL disclosures (ICAEW, 2004).

* Triple Bottom Line refers to the reporting of information pertaining to the economic, environmental and
social performance of a company.
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2.3 Origin of the GRI Guidelines

GRI was launched in 1997 as a joint project between the Coalition for Environmentally
Responsible Economies (CERES)® and the Tellus Institute.* In 1998 the United Nations
Environment Programme (UNEP)’ decided to join and support the project, mainly due to
its interest and work on issues relating to non-financial reporting from the early 1990s.
The Paris based Division of Technology, Industry and Economics (DTIE) of UNEP deeply
engaged itself in the work of the rapidly evolving initiative by providing administrative
support, as well as UNEP staff members who served on the initial steering committee of
GRI. The involvement of UNEP was pivotal in assisting GRI to secure a major grant from
the United Nations Foundation (UNF). This was a vital factor in getting the project off the

ground and garnering interest from other financing bodies.

A steering committee was established in early 1998 to guide the policies, direction and
institutional development of GRI. This committee consisted of 17 organisations from 7
countries. The model of GRI commenced with the production of several conceptual papers
by five working groups of the steering committee and by devising the GRI governance
structure. The first draft of the GRI Guidelines known as the exposure draft, were
presented at an international symposium at Imperial College in London in March 1999. A
pilot test program was launched immediately afterwards entailing a dozen or so meetings
at different locations worldwide between July and December 1999. In early 2000 a GRI

Interim Secretariat was established to manage GRI day-to-day operations.

The first official edition of the GRI Guidelines was released in June 2000, and due process
on the next edition commenced immediately thereafter. A second GRI international
symposium successfully drew in stakeholder groups and geographical regions that until
then had been underrepresented within the GRI network. This symposium also gave rise to
the multi stakeholder network of the GRI model (explained in Section 2.4). In April of
2002, at an inaugural ceremony hosted at the UN headquarters in New York, GRI was

founded as a permanent, independent and global organisation. This was achieved through

3 The Coalition for Environmentally Responsible Economies was founded in 1989 and is a not-for-profit
alliance of environmental groups and socially responsible investors based in the US.

* The Tellus Institute was founded in 1976 and is a US based not-for-profit research and policy organisation
focusing on sustainable development issues.

> The United Nations Environment Programme was founded in 1972. It is a designated authority of the
United Nations for addressing environmental issues at a global and regional level.
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the creation of a Memorandum of Understanding, where UNEP designated GRI a
Collaborating Centre. GRI was subsequently incorporated in Amsterdam as a non-profit

organisation.

By August 2002 GRI had released the second edition of the Guidelines, entitled G2, these
were released in Johannesburg during the World Summit on Sustainable Development. By
September of that year GRI headquarters in Amsterdam were opened and the GRI body

had a functioning board of directors in place.

2.4 Governance and Structure

Governance of GRI is comprised of the following bodies: a board of directors, stakeholder
council and a technical advisory committee. The board of directors consists of 16
members and has ultimate responsibility for GRI. They are also responsible for the
financial, fiduciary and legal functioning of the organisation. In addition, the board has
responsibility for the strategy of GRI and has final say on the development of the
Guidelines. The stakeholder council are second in command to the board and approves
nominations for, and makes strategic and policy recommendations to, the board. The
council consists of 46 individuals who are elected by the organisational stakeholders. The
organisational stakeholders consist of organisations and individuals around the world and
are the foundation of the GRI governance model. These stakeholders are comprised of
companies, NGOs, intergovernmental organisations (IGOs) and other institutions’. A
technical advisory committee was established to provide high level technical advice and
expertise to the board. The committee is also charged with guiding the overall
composition of the reporting framework (explained in Section 2.5) and submitting
recommendations for concurrence/non-concurrence by the board on reporting framework
developments/new guidelines. The committee is comprised of technical experts in areas of
disclosure. Finally there is a secretariat that is responsible for the day to day running of

GRIL

% A complete list of stakeholders is available in Appendix E
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2.5 The Guidelines

To date, GRI has issued three sets of Guidelines. The first Guidelines were issued in 2000
and these were superseded with updated Guidelines in 2002. The latest edition of the
Guidelines was issued in 2006. After the first Guidelines, GRI created the Measurement
and Revision Working Groups to assist revising the Guidelines. This revision process had
three basic aims: to broaden the stakeholder base of the Guidelines, to improve the
sustainability reporting and to advance the usefulness and credibility of the Guidelines.
This process culminated in the issuance of the Guidelines published in August 2002 at the

beginning of the Johannesburg Summit.

The 2002 edition of the Guidelines have been developed with the needs of business
organisations in mind, however it is asserted that they are relevant to all regions, sectors
and organisational forms (GRI, 2002, p. 9). They are composed of an Introduction section
and four parts. The four parts are titled: “Part A: Using the GRI Guidelines,” “Part B:

Reporting Principles,” “Part C: Report Content” and “Part D: Glossary and Annexes.”

The Introduction Section elaborates the “trends” that propelled the progress of GRI and the
benefits accruing to business of sustainability reporting. The first part — “Part A”
expounds on the nature of the Guidelines, the related documents to the Guidelines, GRI
report configuration and recommended ways of Guideline use. The second part — “Part B”
details eleven reporting principles. The third part — “Part C” prescribes the content of a
GRI-based report. The fourth part — “Part D” furnishes an overview of GRI and gives
supplemental information aimed at GRI report preparers. The Guidelines promulgate a
reporting framework whereby the reports of GRI using companies are made up of
prescribed report content (Part C) and reporting principles (Part B). Therefore GRI using
companies must comply with the prescribed disclosures and ensure that they adhere to the

reporting principles set out in the Guidelines.

2.6 Corporate Use of the GRI Guidelines

For the purposes of this study, use of the GRI Guidelines means disclosure by companies
that their environmental reports are based on the GRI Guidelines. According to the

Guidelines, this would include two types of use: full and informal.
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Full use of the GRI Guidelines entails use of the “in accordance” label. GRI specifies that
companies who wish to identify their reports as “in accordance” with the Guidelines

specifically must adhere to the five conditions described in “Part A” of the Guidelines.

1. report prescribed items relating to vision and strategy, profile and governance structures
and management systems. These items are listed in the report content part of the

Guidelines.

2.include a GRI Content Index as specified in the report content part of the Guidelines.®

3. report core economic, environmental and social disclosure items relating to performance
which are listed in the report content part of the Guidelines. Report in this case means

(a) reporting an item or (b) explaining the reason for the omission of each item.

4. ensure that the report is consistent with the prescribed reporting principles which are

outlined in the principles part of the Guidelines.

5.1include the following statement signed by the board or CEO “This report has been
prepared in accordance with the 2002 GRI Guidelines. 1t represents a balanced and
reasonable presentation of our organisation’s economic, environmental, and social

performance.”

Informal use of GRI Guidelines means full/partial adherence to some/all of the five
conditions. Companies which chose this approach, may reference their use of the GRI
Guidelines in their disclosures. Such a reference should include a brief description of how

GRI Guidelines informed development of the report (GRI, 2002, p. 14).

These two types of use (full and informal) enable companies to reference use of the GRI
Guidelines in their disclosures. For the purposes of this study, this is the meaning that

underlies the term - corporate use of the Guidelines.

" More details of these items are provided in Appendix F, G and H.
¥ GRI content index is included in Appendix I.
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2.7 Focus of Study

As outlined in Chapter 1, the study focuses on three aspects of this corporate use.
Specifically the study focuses on the motivation, stakeholder accountability and

international harmonisation aspects relating to corporate use of the GRI Guidelines.

2.7.1 Managerial Motivation

As outlined in Chapter 1, there has been a large rise in the scale of companies that refer to
use of the GRI Guidelines in their disclosures. This rise is particularly evident in Western
Europe. This region has the highest number of companies in the world using the

Guidelines for their reporting (ACCA, 2004, p. 55).

2.7.2 Stakeholder Accountability and International Harmonisation

The GRI Guidelines place emphasis on stakeholder accountability and this is highlighted at
the start of the Guidelines by the following extract (GRI, 2002, p. 9):

A primary goal of reporting is to contribute to an ongoing stakeholder dialogue. Reports alone
provide little value of they fail to inform stakeholders or support a dialogue that influences the

decision and behaviour of both the reporting organisation and its stakeholders.

The Guidelines also emphasise international harmonisation of disclosures and this is

highlighted by the following extract (GRI, 2002, p. 67):

... GRI continues to work toward harmonisation of disclosure, thereby maximising the value of

reporting for both reporting organisations and users alike

Furthermore, GRI categorically outlines the aim of the Guidelines as intended to (GRI,
2002, p. 8):

Promote comparability of sustainability reports ... across a diverse range of organisations, many with

extensive and geographically dispersed operations
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In order to engender stakeholder accountability among GRI using companies, the
Guidelines contain two elements. They have a relevant reporting principle (known as the
Inclusiveness principle) and prescribed stakeholder disclosure items (listed in the report

content part of the Guidelines).

In order to engender harmonisation among GRI using companies, the Guidelines have two
elements. They have a relevant reporting principle (known as the Comparability principle)
and prescribed disclosure items relating to environmental performance, governance and
management (as set out in the report content part of the GRI Guidelines). These principles

and disclosures are discussed in more detail in the next sections.

2.7.3 Stakeholder Accountability Principle

“Inclusiveness” is an overarching principle in that it pervades all the other reporting
principles. In this regard it is privileged by the Guidelines. The GRI Guidelines contain
the following brief definition of the principle for intending GRI reporters (GRI, 2002, p.
24):

The reporting organisation should systematically engage its stakeholders to help focus and

continually enhance the quality of its reports

The following description of the principle is extracted from the Guidelines (2002, p. 24 —
25):

The inclusiveness principle is rooted in the premise that stakeholder views are integral to
meaningful reporting and must be incorporated during the process of designing a report. Reporting
organisations should seek to engage stakeholders who are both directly and indirectly affected.
Aspects of reporting enriched by stakeholder consultation include (but are not limited to) the choice
of indicators, the definition of the organisation’s reporting boundaries, the format of the report, and

the approaches taken to reinforce the credibility of the reporting information.

The statement “... systematic stakeholder engagement enhances receptivity and usefulness
across user groups” (GRI, 2002, p. 25) implies GRI’s expectation that GRI using
companies should engage in regular dialogue with stakeholders. This is emphasised in the

following extract (GRI, 2002, p. 25):
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Any systematic approach to inclusiveness will require an organisation to define an approach for

grouping and prioritising stakeholders for purposes of engagement.

2.7.4 International Harmonisation Principle

This is known as the “Comparability” principle in the Guidelines. This principle specifies
that reports should be comparable across organisations. The Guidelines contain the

following brief definition of the principle for intending GRI reporters (GRI, 2002, p. 29):

The reporting organisation should maintain consistency in the boundary and scope of its reports,

disclose any changes, and re-state previously reported information.

The following description of the principle is extracted from the Guidelines (2002, p. 29):

This principle refers to ensuring that reports on economic, environmental, and social performance

support comparison ... against the performance of other organisations.

The Guidelines specify that companies should “offer some discussion of how the reporting
principles have been applied” (GRI, 2002, p. 22). Therefore, companies are expected to

disclose details of how they applied inclusiveness and comparability principles.

2.7.5 Stakeholder Accountability Disclosures

All GRI using companies must report prescribed items relating to stakeholder
accountability. These items are listed in the report content part of the Guidelines. These

include:

e]dentification of stakeholders;
eMethods of stakeholder consultation;
eType of information generated by consultations;

eUse of the information resulting from these consultations.

14



2.7.6 International Harmonisation Disclosures

All GRI using companies must report prescribed disclosure items relating to environmental
performance, governance and management. These are listed in the report contents part of

the Guidelines. Performance items include inter alia’:

e Total materials use, other than water, by type;

e Direct energy use segmented by primary source;

o Total water use;

e Description of major impacts on biodiversity associated with activities;

e Use and emissions of ozone-depleting substances;

e Significant environmental impacts of principal products and services;

e Incidents of and fines for non-compliance with all applicable ... national regulations

associated with environmental issues.

. . . .10
Governance and management items include inter alia™":

e Committees under the board of directors;

e Scope of responsibility of major committees;

e Board-level processes for economic, environmental and social risks and opportunities;

e Key individuals responsible for economic, environmental and social policies;

e Mission and values statements;

e Mechanisms for provision of shareholder direction to board of directors;

e Organisational approach to management of indirect economic, environmental and
social impacts;

e Status of economic, environmental and social management systems.

The GRI Guidelines explicitly outline the purpose of the disclosure items is to provide
information about, inter alia, environmental impacts of reporting organisations “in a
manner that enhances comparability between reports and reporting organisations” (GRI,

2002, p. 80). This indicates the objective of the disclosure items to engender international

? A complete list of environmental disclosure items is provided in Appendix J.
' A complete list of governance structure and management disclosure items is in Appendix H.
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harmonisation among GRI using companies i.e. companies, regardless of geographical

location, have the same types of disclosure.

2.8 Summary

This chapter has provided an overview of both GRI and the Guidelines. The origin of GRI
was discussed and this was followed by an outline of its governance and structure. The
Guidelines were discussed and corporate use was explained. This was followed by a
section that outlined those aspects relating to corporate use of the GRI Guidelines which

form the focus of the study.
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Chapter Three

Organisational Legitimacy Theory

3.1 Introduction

As indicated in the prior chapters, the theoretical framework of the study draws on
organisational legitimacy theory. Therefore the aim of this chapter is to discuss this theory
as it is used in the environmental disclosure literature. Organisational legitimacy theory is
categorised as being part of the social and political theories that have been used in the
environmental disclosure literature. Therefore, the start to this chapter involves a brief
discussion of this group of theories. This will be followed by a discussion of the origins
of organisational legitimacy theory. The strategic perspective of organisational legitimacy
theory, which is the perspective most relied upon and discussed in the existing

environmental disclosure literature is then outlined.

3.2 Socio-Political Theories

Environmental disclosure research continues to be under-theorised despite engaging many
theoretical perspectives over the years (Gray et al., 1995; Deegan, 2002; Parker, 2005).
Although empirical studies are continually placed in differing theoretical contexts, the
socio-political group of theories, i.e.: political economy of accounting (PEA),
organisational legitimacy and stakeholder theories are considered by many to be the most
insightful theoretical perspectives for explaining environmental disclosures (Gray et al.,
1995; Parker, 2005). This pool of theories is concerned with the interplay between
organisations and society. They identify information and disclosure as the principal tools
of mediation at the organisation — society interface. Although there is a great deal of
overlap between the theories, stakeholder and organisational legitimacy theories “are more
specific theories developed within a PEA framework™ (O’Donovan, 2002, p. 345).
Therefore, they provide more specific descriptions of environmental disclosure practice

(Parker, 2005; O’Donovan, 2002; Gray et al., 1995).
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3.3 Political Economy of Accounting Theory

As already outlined, political economy of accounting (PEA) theory provides the broadest
description of environmental disclosure (Parker, 2005; Gray et al, 1995). PEA
explanations for the phenomenon of environmental disclosures emerged first in the 1980s
through the studies of Cooper and Sherer (1984) and again in the early 1990s through
studies by Guthrie and Parker (1990) and Arnold (1990). Pivotal to this theory is the
interrelationship between the social, political and economic dynamics in society.
According to PEA, the political economy is an arena where social, political and economic
dimensions are intertwined and so economic issues cannot be considered in isolation from

social and environmental issues (Parker, 2005; Gray et al., 1995).

With an emphasis on accounting reports, PEA interprets accounting disclosures not solely
as economic discourse but also political and social. It recognises that accounting can play
a pivotal role in the way organisations construct themselves and their environment,
economically, politically and socially (Parker, 2005, p. 847). Through this lens,
accounting disclosures are economic, social and political documents with the aim of
constructing, sustaining and legitimising, not just economic but also social and political
arrangements that serve the disclosing corporation’s private interests (Guthrie and Parker,

1990, Parker, 2005).

Two distinct streams of PEA theory predominate in the environmental disclosure literature.
The Marxian political economy stream places class interests, conflict and structural
inequality at the core of its analysis. On the other hand, the managerial political economy
stream discounts these issues and places pluralism between management and interest
groups at the core of the analysis (Gray et al., 1995; Parker, 2005; O’Donovan, 2002). It is
the managerial stream that is the most applicable in environmental disclosure literature. It
concentrates wholly on the mediations between the pluralistic groups and pays no attention
to the system that created these groups — the structural conflict element — which embodies
Marxian political economy. Under the managerial political economy stream,
environmental disclosures are part of management’s transmission of the organisation’s
“social, political and economic interpretations to a pluralistic audience” (Parker, 2005, p.

847).
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The main drawback of this theory is its lack of specification regarding environmental
disclosure (Parker, 2005; Gray et al, 1995). Stakeholder and organisational legitimacy
theory can be seen as more specific theories set within the broader PEA framework
(Deegan, 2002; Gray et al., 1995; O’Donovan, 2002; Parker, 2005). In this sense they may
be seen as derivatives of PEA theory. It is argued that the managerial branch of these
theories provide the most insight into environmental disclosure practices (Gray et al.,

1995, Parker, 2005; O’Donovan, 2002).

3.4 Stakeholder Theory

The managerial perspective of stakeholder theory is concerned with the organisation’s

management of its stakeholders. As Gray et al., (1996, p. 45) notes:

Here, the stakeholders are identified by the organisation of concern, by reference to the extent to
which the organisation believes the interplay with each group needs to be managed in order to

further the interests of the organisation.

The company’s continued existence requires the support of the stakeholders and their
approval must be sought and the activities of the company adjusted to gain that approval
(Ullman, 1985). The more powerful the stakeholders, the more the company must adapt.
Environmental disclosure is seen as part of the dialogue between the company and its
stakeholders (Roberts, 1992).  Environmental disclosures indicate to (powerful)
stakeholder groups that the organisation is conforming to stakeholders’ expectations

(Deegan, 2002).

There is much overlap between stakeholder and organisational legitimacy theory (Gray et
al., 1995; Deegan, 2002). Indeed organisational legitimacy theory can be interpreted as “a
variant of stakeholder theory, which adds conflict and dissension to the picture and can be
employed to explain more specific information about corporate social practices”
(O’Donovan, 2002, p. 345; Gray et al., 1996). This theory has become the most prolific
explanatory theory in the literature (Campbell et al., 2003; Parker, 2005). The origins of

the theory are discussed in the next section.
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3.5 Origins of Organisational Legitimacy Theory

Organisational legitimacy has its origins in social theory. It is primarily based on the
writings of Parsons (1960) and Weber ([1922], 1978). Weber (1978) argues that social
norms and values become a part of people's internal motivational systems and guide their
behaviour separately from the impact of incentives and sanctions. As a result, control by
others is replaced by self-control, as social norms and values are internalised and become
part of the individual's own desires concerning how to behave. People who internalise
social norms and values become self-regulating, taking on the obligations and
responsibilities associated with those norms and values as aspects of their own motivation
(values-obligation). Values-obligation is a key element in the concept of legitimacy. It
leads to voluntary deference to the directives of legitimate authorities and rules. Hence,
unlike influence based upon the influencer's possession of power or resources, the
influence motivated by legitimacy develops from within the person who is being
influenced. Likewise authorities will not have power or authority without the willingness

of people to follow those rules.

The values-obligation concept is linked to the underlying assumptions of "consensus"
views of society (Parsons 1960). This proposes that all members of society benefit from
the social and political stability that is facilitated by widespread beliefs that existing
authorities and institutions are legitimate. Hence, there is no fundamental societal conflict
underlying the study of legitimacy. Legitimacy is a valuable attribute for an institution if it
promotes acceptance of its decisions and the rules it promulgates. Therefore stability and
institutional effectiveness are virtues that benefit all members of society. Parsons (1960)
viewed legitimacy as the sharing of values between society and the institutions and

authorities.

The strategic perspective of legitimacy, as articulated in the environmental disclosure
literature, is based on this concept. The basic premise is that organisations share the same
values as society and this gives them their legitimacy. However, the values held by society
change and to this end organisations may loose their legitimacy. The strategic perspective
of the theory concentrates on the strategies employed by organisational managers to gain
or maintain legitimacy for their organisation. Most prior environmental disclosure studies

have relied almost solely on the strategic perspective of the theory (Mobus, 2005). From
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this perspective, the world is seen entirely through the lens of the organisation and its

management (Gray et al., 1995).

3.6 Strategic Organisational Legitimacy Theory

According to Dowling and Pfeffer (1975, p. 122), the strategic perspective is a process
where “organisations seek to establish congruence between the social values associated
with or implied by their activities and the norms of acceptable behaviour in the larger

social system of which they are a part.”

This definition of legitimacy theory emphasises that it is systems orientated with an
emphasis on the organisation. This was supported by Gray et al., (1996, p. 45) who

maintained that;

.. a systems-orientated view of the organisation and society ... permits us to focus on the role of
information and disclosure in the relationship(s) between organisations, the State, individuals and

groups.

Organisations that are part of this larger social system have a need to establish congruence
with the system primarily due to a need for resources. The role of the larger social system
is to assign resources to the organisation. The organisation is dependent on these resources
for its survival (Dowling and Pfeffer, 1975; Deegan, 2002). However resources can be
reallocated where their use is not deemed legitimate by the larger social system. In this
sense the organisation is said to be subordinate to the larger social system (Dowling and
Pfeffer, 1975). Legitimacy theory would suggest that whenever managers consider that the
supply of a particular resource is vital to organisational existence, then they will pursue
strategies to ensure the continued supply of the resource (Deegan, 2002). Strategies in this
context entail disclosure of information to the larger social system. These disclosures offer
a medium to managers for negotiating exchanges to ensure the continuation of needed
resources (Pfeffer and Salancik, 1978, p. 258). The more vital a resource is to an
organisation’s survival, the greater control over the organisation those with the resources
possess, and the greater attention (more disclosures) they receive from the organisation

(Milne and Patten, 2002).
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This resource-dependence view encapsulates the relationship between an organisation and
its larger social system. This relationship has been described as a social contract between
the organisation and the larger social system (Patten, 1992; O’Donovan, 2002). Shocker
and Sethi (1973, p. 67) articulate a good definition of the social contract:

Any social institution — and business is no exception — operates in society via a social contract,

expressed or implied, whereby its survival and growth are based on:
(1) the delivery of some socially desirable ends to society in general, and

(2) the distribution of economic, social, or political benefits to groups from which it derives

its power

In a dynamic society, neither the sources of institutional power nor the needs for its services are
permanent. Therefore, an institution must constantly meet the twin tests of legitimacy and relevance
by demonstrating that society requires its services and that the groups benefiting from its rewards

have society’s approval.

Organisations are deemed to agree to perform certain socially desired actions in exchange
for societal approval of its resource use and therefore ultimate survival (Guthrie & Parker,
1989; O’Dwyer, 2002). This agreement by organisations forms an intangible contract

between business and society (larger social system) (O’Donovan, 2002).

The concept of an intangible contract with society occurs as organisations have no inherent
rights to resources, or in fact, to exist (Deegan, 2002). If constituents of the larger social
system believe organisations have breached the terms of the contract, they suffer restriction
of resources or indeed their very survival will be threatened. Put another way, where
constituents believe an organisation is not behaving in a legitimate manner then
constituents can revoke or curtail the organisation’s contract to continue its operations
(Deegan, 2002). This might be exemplified through, for example, constituents lobbying
government for more environmental legislation which could curtail the actions of
organisations, especially those with environmentally-degrading operations (Deegan, 2002).
According to Gray et al., (1996) the legal terms provide the explicit terms of the contract,
while non-legislated societal expectations embody the implicit terms of the contract.
According to Deegan (2002), the perceptions among managers of the implicit terms will

vary greatly.
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As discussed above, Dowling and Pfeffer (1975) maintained that organisational legitimacy
existed when there was congruence of social values between organisations and society.
This congruence results in the conferring of legitimacy on the organisation by constituents
of the larger social system. According to Deegan (2002) if constituents consider an
organisation to be legitimate the constituents will confer upon the organisation the state of

legitimacy. This is consistent with Matthews who states (1993, p. 26):

Society (as a collection of individuals) provides corporations with their legal standing and attributes

and the authority to own and use natural resources and to hire employees.

However, the social values held by constituents of the larger social system are subject to
change across time. The social values implied by organisations are also subject to change.
This indicates that legitimacy is not a static concept; it is contingent on both the ever
changing values of constituents and shifts in organisational behaviour. Dowling and
Pfeffer (1975, p. 126) specify legitimacy as a dynamic constraint on organisational
behaviour, changing as organisations adapt, and as the social values which define
legitimacy change and are changed. This suggests that, for most organisations, legitimacy
must be continually managed and in this respect organisational management must
constantly monitor societal expectations and values. Shifting social norms and values is
one motivation for organisational change and also one source of pressure for organisational
legitimation (O’Donovan, 2002, p. 346). Where the values of constituents have changed in
relation to those of the organisations, this results in incongruence and this represents a

threat to organisational legitimacy (Dowling and Pfeffer, 1975).

If such a threat occurs a disparity or “incongruence” emerges between organisational and
societal values, this incongruence is termed a “legitimacy gap” (O’Dwyer, 2002;
O’Donovan 2002). Deegan (2002, p. 304) describes the legitimacy gap as the difference
between the constituent’s expectations relating to how an organisation should act, and the
perceptions of how they do act. Wartick and Mahon (1994) further elaborate that

legitimacy gaps may arise because:

eCorporate performance changes while societal expectations of corporate performance

remain the same;
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eSocietal expectations of corporate performance change while corporate performance
remains the same; and
eboth corporate performance and societal expectations change, but they either move in

different directions, or they move in the same direction, but with a time lag.

Organisations, however, as indicated above, will make efforts at ensuring their continued
survival and use of resources, this is consistent with Dowling and Pfeffer who state that an
organisation can justify to a peer or superordinate system its right to exist (1975, p. 123).
Therefore, the aim of organisational management will be to reduce the legitimacy gap to
the furthest extent possible, ideally with the aim of closing the legitimacy gap. According
to Gray et al., (1995) actions undertaken by management aimed at becoming legitimate
(closing the legitimacy gap) comprise part of the legitimation process. From an
environmental perspective, actions are aimed at convincing wider society that the
organisation is environmentally responsible and legitimate (O’Dwyer, 2002).
Organisational management will embark on a legitimation process once their legitimacy is

threatened.

Reducing the gap involves employing legitimation strategies. The choice of the
legitimation strategy is contingent on the purpose or aim of the organisational response to a
legitimacy threat (O’Donovan, 2002; Suchman, 1995; Ashforth and Gibbs 1990).
Legitimation strategies may be focused on the purposes of gaining, maintaining or

repairing legitimacy (Suchman, 1995).

Dowling and Pfeffer (1975, p. 127) specify the remedial legitimation strategies that

organisations can employ in the event of a legitimacy threat:

1. adapt outputs, goals and methods of operation to conform to prevailing definitions of
legitimacy;

2. attempt, through communication, to alter the definition of social legitimacy so that it
conforms to the organisation’s present practices, output, and values;

3. attempt, through communication, to become identified with symbols, values, or

institutions which have a strong base of social legitimacy.
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Lindblom (1994) also proposes four strategies of legitimation to close the legitimacy gap.
There is some overlap in these strategies with those proposed by Dowling and Pfeffer

(1975):

1. educate and inform its “relevant publics” about (actual) changes in the organisation’s
performance and activities;

2. change the perceptions of the “relevant publics” — but not change its actual behaviour;

3. manipulate perception by deflecting attention from the issue of concern to other related
issues through appeal to, for example, emotive symbols; or

4. change external expectations of its performance.

Prior research has found environmental disclosures to most closely resemble Lindblom’s
first, second and third strategies of legitimation (Gray et al., 1995; O’Donovan, 2002;
Deegan and Rankin, 1996; Brown and Deegan, 1998) or Dowling and Pfeffer’s second and
third strategies (Neu et al., 1998; O’Donovan, 2002).

As evidenced by the strategies outlined, legitimacy management depends heavily on
communication between the organisation and constituents (O’Dwyer, 2002, p. 410).
Deegan (2002, p. 296) argues that legitimacy theory is based on constituent perceptions.
Therefore remedial strategies implemented by managers, to have any effect on external
parties, must be accompanied by disclosure.  De Villiers and van Staden (2006, p. 765)
elaborate the essentiality of communications when they state that “organisations can
sometimes face legitimacy threats even when they comply with society’s expectations but
fail to disclose the fact.” Therefore, communication by way of corporate disclosures is an
imperative part of a legitimation strategy. Indeed legitimation strategies may solely
involve disclosure of information. In this vein they are purely symbolic. Environmental

disclosures may not be accompanied by underlying organisational performance.

Neu et al., (1998, p. 267) argue that legitimacy is often constructed and maintained through
the use of symbolic actions which form part of the organisations public image, and through
symbolic meanings which are often peripheral to the organisations primary goals, methods
of operation and output. Much of the literature to date has concentrated on symbolic
aspects of legitimacy and on disclosures as the symbolic actions undertaken by

organisations. Their central premise is that “managers favour the flexibility and economy
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of symbolism” (Suchman, 1995, p. 576). According to Neu et al, (1998, p. 268),
disclosures have the advantage of decoupling organisational methods of operations and
outputs from the values of constituents. Further, given the unobservability of most
organisational actions, constituents have come to rely on symbols and images (Net et al.,
1998; Ashforth and Gibbs, 1990). Prior studies have pointed to a distinct lack of
association between organisational environmental performance and the disclosures made
about that performance. These disclosures provide organisations with a way to sustain
organisational legitimacy without necessarily changing underlying methods of operation
(Neu et al., 1998). Ashforth and Gibbs (1990, p. 180) provide a good description of the

symbolic aspect of legitimacy:

.. superficiality, multiple causality, ambiguity, and disagreement creates uncertainty and thus

latitude for the management of labels and impressions.

It can be noted from the foregoing, therefore, that the strategic perspective assumes that the
legitimation strategy (the disclosure of environmental information) used by management
results in the automatic conferring of legitimacy by constituents of the larger social system.
In this respect, strategic legitimacy theory sees constituents as “passive consumers” on
which management (through communication) can inflict legitimation strategies (Ashforth
and Gibbs, 1990, p. 191). It ignores the fact that constituents may not accept these
disclosures. Therefore this perspective assumes managers have unfettered control over
legitimacy. This perspective has received support in the prior environmental disclosure

literature.

3.7 Summary

The start of the chapter discussed the socio-political theories used in environmental
disclosure research. Within these theories, stakeholder and organisational legitimacy can
be located within a PEA theoretical framework. Managerial PEA sees environmental
disclosures as a way for management to communicate the organisation’s social, political
and economic interpretations to a pluralistic audience. PEA lacks specification as a
theoretical explanation of environmental disclosures. Stakeholder and legitimacy theories
provide more specific descriptions of environmental disclosure practice. According to
stakeholder theory, environmental disclosures are used by management to indicate to

powerful stakeholder groups that the organisation is conforming to stakeholders’
26



expectations. Organisational legitimacy theory was discussed in the rest of the chapter.
The strategic perspective of the theory is widely used. This is about the organisation
achieving congruence between its social values and those of constituents. This congruence
is essential for the organisation as it is dependent on constituents for the supply of
resources. Environmental disclosures may be seen as legitimation strategies used by
management aimed at gaining or maintaining this congruence of values. Although the
strategic perspective of the theory is outlined in this chapter, the literature review in the
following chapter outlines different perspectives of the theory in order to examine the
motivation, stakeholder accountability and international harmonisation aspects of corporate

use of the GRI Guidelines.
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Chapter Four

Literature Review

4.1 Introduction

The purpose of this chapter is to discuss the prior literature which identifies the
perspectives of legitimacy theory that can be employed to investigate the motivation,
stakeholder accountability and international harmonisation aspects regarding corporate use
of the GRI Guidelines. There are four main sections of this chapter. The first section
provides a brief discussion of the environmental disclosure literature to date. This is
followed by a synopsis of the research conducted on GRI. The second section examines
the literature related to the motivational aspect of corporate use. This section discusses the
prior literature that indicates the managerial motivation to use the GRI Guidelines as a
strategy to reduce sceptical evaluation by constituents of environmental disclosures. This
section reviews studies that have provided legitimacy theory explanations of managerial
motivations. The third section examines the literature related to the stakeholder
accountability aspect. This section involves a review of the empirical and theoretical
research that examines corporate accountability to stakeholders. The section reviews
studies that have provided legitimacy theory explanations of corporate approaches to
stakeholder accountability. The fourth section of the chapter examines the literature
related to the international harmonisation aspect. This section examines the literature
relating to the comparison of social disclosures, of which environmental disclosures are a
category, across countries. The section reviews studies that have provided legitimacy
theory explanations of cross-country comparisons. Overall, the objective of the chapter is
to make clear the gaps in the previous research within which this study can be placed.

From this the research objectives of the study are formulated.

4.2 Environmental Disclosure Literature

From being on the margins of academic accounting research in the 1970s, environmental
disclosure research has blossomed over the last 20 years. The literature is very varied,
adopting many different theoretical perspectives, employing many different research

methods, motivated by a wide range of research questions and focusing on many different
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regions and time periods (Gray ef al., 1995). Many studies have examined why companies
disclose environmental information (see Hogner, 1982; Guthrie and Parker, 1989; Patten,
1992; Gray et al., 1995; Deegan and Gordon, 1996; Buhr, 1998; Cormier and Magnan,
2003). Other studies have sought to test the reliability of environmental disclosure
information (see Ingram and Fraiser, 1980; Wiseman, 1982; Rockness, 1985; Fektrat et al.,
1996; Patten, 2002). Some studies have examined the influence of environmental
information disclosed by sources external to the company (see Shane and Spicer, 1983;
Blacconiere and Northcut, 1997; Cormier and Magnan, 1997). Many studies have also
focused on cross country comparisons of environmental disclosure practices (see Adams et
al., 1998; Roberts, 1992; Newson and Deegan, 2002; Adams and Kuasirkiun, 2000;
Campbell, 2004). However, very few studies have examined corporate use of the GRI

Guidelines. These studies are discussed in the next section.

4.3 GRI Guidelines

Despite the recognition by Berthelot et al., (2003) that GRI is a future potential dimension
of environmental disclosure research, empirical studies concerning use of the GRI

Guidelines by companies have been virtually non-existent, with only one notable study.

Hedberg and von Malmborg (2003) investigated application of the GRI Guidelines by
Swedish companies. The principal purpose of the study was to determine why companies
chose to use the GRI Guidelines and how this use influenced their corporate social
responsibility and environmental management. The study, which was interview based,
relied on the comments of corporate representatives from 10 Swedish companies between
December 2001 and January 2002. The study found that companies’ use of the GRI
Guidelines stemmed from a perception that the Guidelines would add credibility to their
reports. Companies liked the idea of a global standard that would attest the sincerity of
their environmental reports (Hedberg and von Malmborg, 2003, p. 159). Corporate
representatives commented that use of the GRI Guidelines had given their companies
greater credibility from stakeholders. The research also found that companies used the
GRI Guidelines because it provided a template in their report design. The authors
compared the actual reports of each of the ten companies with the 2000 version of the GRI
Guidelines to assess extent of use. It was found that none of the companies had reported

fully “in accordance” with the GRI Guidelines (2003, p. 157).
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Other studies concerning GRI did not analyse empirical data. Previous studies tended to
critique the Guidelines. These critiques related to both the contents of the Guidelines and
their failure to engender accountability (see Moneva et al., 2006; Gray, 2006; Aerts et al.,
2006).

Moneva et al., (2006) investigated the sustainable development approach adopted by the
GRI Guidelines. They compared the definition of sustainable development conveyed by
the GRI Guidelines with the generally accepted definition in the UN Brundtland Report.
From this they determined whether GRI adopted a weak or strong sustainability position.
The authors noted that the Guidelines contained no explicit definition or reference to a
clear definition of sustainable development (2006, p. 127). They argued that the
organisation of sustainability reporting into economic, environmental and social
dimensions (TBL) in the Guidelines had shortcomings and excessively simplified the
sustainable development concept (2006, p. 127). It was suggested that the GRI Guidelines
failed to adopt the integrated approach which is part of the sustainable development
concept, by not linking the performance indicators for the three dimensions. They noted
that the reporting principles underlying the Guidelines also contained deficiencies within
the sustainable development point of view. Further, it was contended that the incremental
implementation afforded to companies by the Guidelines was indicative of a weak
approach to sustainability as it allowed companies to report on only one of the three
dimensions (p. 130). Due to this weak sustainability position, the authors argued that the
Guidelines are used principally as a tool by companies to legitimise management actions

(2006, p. 134).

Gray (2006) evaluated the GRI Guidelines from the perspective of TBL reporting. He
argued that the GRI Guidelines represent a managerialist “business as usual” approach to
social and environmental accounting (SEA) reporting. He noted the intentions of GRI to
advance TBL reporting and he concluded no company has yet produced a full TBL report
(2006, p. 806). This, he pointed out, suggested that the business case for full TBL
reporting remains elusive. Although the intentions of GRI are to develop a broad TBL
approach, he maintained “the economic and social dimensions are struggling to catch up
with the environmental” (2006, p. 807). In this respect, GRI Guidelines reflects current
practice where environmental data is more widely disclosed than the economic or social

(Gray, 2006, p. 807). He concluded that full use of the GRI Guidelines “does not deliver a
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full TBL report” (2006, p. 807). In a separate study, Aerts et al., (2006, p. 325) focused on
the quality of disclosures, and argued that guidelines like those of the GRI which may lead
to harmonisation will not “enhance the potential usefulness of (corporate environmental

reporting) CER.”

Other studies focused on accountability failures of the GRI Guidelines. For example,
Adams (2004) concluded in her study that companies could comply with the GRI
Guidelines without improving their accountability to stakeholder groups. In the same vein,
Owen et al, (2001) critiqued the stakeholder engagement components of the GRI
Guidelines. They cautioned against the GRI Guidelines reasoning that it was a “voluntary
standard.” The authors asserted such an approach would be “pernicious” to the objective of

stakeholder accountability (Owen et al., 2001, p. 278).

Prior studies have, heretofore, focused on the failure of the Guidelines to ameliorate the
current disclosure practices of companies. There has only been one study to date that has
empirically examined utilisation of the GRI Guidelines in practice (Hedberg and von
Malmborg (2003). Although the study examined the use, including motivation, by
companies of the Guidelines, the findings were not interpreted from a theoretical
perspective. This research study endeavours to examine three aspects of this utilisation
using three different aspects of legitimacy theory. The literature which highlights the
perspective of legitimacy theory that can be used to examine the managerial motivation

behind corporate use of the GRI Guidelines is discussed in the next section.

4.4 Managerial Motivation Aspect

Prior environmental disclosure research has noted constituent scepticism towards
environmental disclosures (Deegan and Gordon, 1996; Doane, 2000; Dando and Swift,
2003; Adams and Evans, 2004) and argued that it is due to the poor quality of these
disclosures (Doane, 2000; Walden and Schwartz, 1997; Neu et al., 1998; De Villiers and
van Staden, 2006; Harte and Owen, 1991). Studies have argued that this constituent
scepticism motivates managers to pursue strategies that counter this scepticism (Dando and

Swift, 2003). It is argued in this study that one such strategy is use of the GRI Guidelines.
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Many studies examining environmental disclosures by companies have focused on the
deficient characteristics of disclosures. Doane (2000, p. 6) asserts that social (including
environmental) reporting is all “gloss with little real substance,” ignores the most
important facts and has been captured by the marketing departments. This is a viewpoint
evident in much of the prior literature (see Walden and Schwartz, 1997; Brown and
Deegan, 1998; Neu et al, 1998). In particular, prior research focused on whether
disclosures contained predominantly positive or negative information (see, for example,
Deegan and Gordon, 1996; Harte and Owen, 1991). Other research focused on whether
disclosures contained general or specific information (see, Harte and Owen, 1991; De
Villiers and van Staden, 2006). Prior studies have also focused on the poor quality of
environmental information (Van Staden and Hooks, 2007). Other studies have noted the
lack of completeness of environmental disclosures (Doane, 2000; Adams, 2004; Gray,

2001, Neu et al., 1998).

Neu et al., (1998, p. 268) argued that “textually-mediated” disclosures contained in the
annual report provide companies with an effective method of managing public relations.
They conjectured that “words come to signify organisational action (Net et al., 1998, p.
279). Narrative disclosures allow the company to design an environmental message “that
shapes the way important relevant publics know and feel about the corporation” (Neu et
al., 1998, p. 279). This indicates companies have a preference for predominantly assertive

statements vis a vis their environmental impact as opposed to quantitative information.

De Villiers and van Staden (2006) categorised environmental disclosures into specific and
general information in the annual reports of 140 listed South African companies for the
period 1994 to 2002. It was found that a higher proportion of companies disclosed general
as opposed to specific environmental information for most of the years examined (2006, p.

774). The authors stated that (2006, p. 779):

Companies appear to find general disclosures less threatening and we conclude that they will
continue to make these (often symbolic) disclosures, whereas they appear to find specific disclosures

more threatening.

Harte and Owen (1991) examined the annual reports of 30 listed UK companies in 1990.
They found that “relatively little detailed environmental information is provided in the

annual report” (Harte and Owen, 1991, p. 55). The authors observed reporting of a
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“general philosophy” (Harte and Owen, 1991, p. 54). In addition, companies disclosed
relatively positive information. They found information was “partial and selected to reflect
well on the company concerned” (Harte and Owen, 1991, p. 55). They recommended
compliance with external reporting standards as a way to enhance the credibility of

disclosures (Harte and Owen, 1991, p. 59).

Van Staden and Hooks (2007) assessed the quality of the environmental disclosures of the
2002 annual reports of 32 New Zealand companies. Overall, companies were not found to
have high quality disclosures, only achieving a 31% median score out of a possible 100%
(van Staden and Hooks, 2007, p. 203). Companies achieved the highest score for
information about their corporate profile and general disclosures which includes report
design and accessibility, awards obtained etc (van Staden and Hooks, 2007, p. 203).
Information about the impact of a company on the environment in terms of inputs, process

management, outputs and packaging was not well disclosed by the majority of companies.

The literature has also found that environmental disclosures suffer from lack of
completeness (Adams, 2004; Gray, 2001, Neu et al., 1998). In this regard, Doane (2000, p.
8) stated that:

The current method of social reporting allows companies to choose which data they want to reveal.
So, they can ignore reporting on anything ranging from public complaints received, or legal

challenges engaged in, to the volume of CO2 emissions they produce.

Deegan and Gordon (1996) investigated the annual reports of 197 companies for the 1991
financial year. Using words as the unit of measurement, environmental disclosures were
dichotomously classified into positive and negative. The disclosures found within the
sample were largely qualitative in nature (Deegan and Gordon, 1996, p. 189). It was found
that firms disclosed positive news but suppressed negative news (Deegan and Gordon,
1996, p. 190). Companies tended to be “self-laudatory” in their disclosure practices. The
authors observed the emphasis by companies of positive environmental information as

interesting. They emphasised the effects of this on annual report readers (1996, p. 190):

As readers of annual reports would have a general awareness of the potentially harmful activities that
companies undertake, it is arguable that they would be cynical of firms that publish positive

information in annual reports without any admission of the undertaking of environmentally harmful
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activities. Consistent with this, it could have been expected that firms would have an incentive to
disclose negative information about the firm, given that it exists, in order to establish credibility with

the public.

Consistent with Deegan and Gordon (1996), other studies have found environmental
disclosures are increasingly being undermined by a lack of credibility — which results in
constituent scepticism. All of these studies point to the poor quality of current disclosure
practice, as discussed in the prior paragraphs, as the reason for this scepticism (see, for
example, Doane 2000; Adams and Evans, 2004; Dando and Swift, 2003; Adams, 2004,
O’Dwyer and Owen, 2005).

Doane (2000, p 85) found that “the maturity of the social reporting field comes at a time
when the public is increasingly distrustful of corporate activities.” There is also a belief
that unless there is a change in current disclosure practice there will be a further decline in
trust (Doane, 2000). Adams and Evans (2004, p. 195) similarly shared this view by
arguing that although levels of social and environmental disclosures are increasing, this is
not being accompanied by a simultaneous increase in the level of public trust. They called
this increasing mistrust a “credibility gap” (Adams and Evans, 2004, p. 99). The authors
argued that disclosures are being undermined by a lack of constituent confidence in the

data and the sincerity of the organisation.

Dando and Swift (2003) argued that this credibility gap can be narrowed though the use of
independent third-party assurance. They also outlined a number of assurance approaches
used by companies including the use of commentary from high profile experts deemed
trustworthy by the public or the use of high profile awards for best practice and excellence
(Dando and Swift, 2003, p. 196). The current practice of having third-party assurance
statements on environmental reports constitutes managerial attempts to enhance the
credibility of their environmental disclosures (Adams, 2004; O’Dwyer and Owen, 2005;
Gray, 2001). However, assurance itself is not enough to avoid criticisms regarding the
credibility of reporting (Adams and Evans, 2004). Also studies of assurance practice have
found the practice highly flawed. O’Dwyer and Owen (2005) found assurance providers
were accountable to management of the company and not its stakeholders. They
contended that the provision of statements to management for management is not likely to
counter emerging constituent scepticism surrounding environmental disclosures (O’Dwyer

and Owen, 2005). Furthermore, the lack of formal guidance or standards to guide
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assurance statements in the construction and attestation of an environmental account is not

going to reduce constituent scepticism (Gray et al., 2001).

In summation of the foregoing paragraphs, prior studies have indicated that constituents
have a growing sceptical perception of corporate environmental disclosures (Doane, 2000;
Dando and Swift, 2003; Adams and Evans, 2004). Also these studies have noted that
management are aware and employ strategies (assurance statements) to counter this
scepticism (Dando and Swift, 2003; O’Dwyer and Owen, 2005). However, it has been
noted that there are flaws associated with assurance statements as a means to counter
scepticism (O’Dwyer and Owen, 2005). Managers are motivated to pursue other strategies
that counter the underlying constituent scepticism of their environmental disclosures
(Dando and Swift, 2003). One such strategy may be use of the GRI Guidelines. 1t is
contended in this study that this is the managerial motivation behind use of the GRI
Guidelines. Managerial motivation can be explained from a legitimacy theory perspective,

as illustrated in the next section.

Most studies have relied on the strategic perspective of legitimacy theory to explain the
managerial motivation behind corporate environmental disclosures (see, for example,
Hogner, 1982; Guthrie and Parker, 1989; Gray et al., 1995; Neu et al., 1998; Campbell, et
al., 2003; Deegan and Gordon, 1996; De Villiers and van Staden, 2006). This perspective
of the theory is “explicitly bourgeois” in that the world is seen entirely through the lens of

management. Corporate stakeholders are explicitly ignored (Gray et al., 1995).

A significant body of studies have examined the changing levels of environmental
disclosures across time. These studies examined if these changes correlated with changing
constituent concerns regarding the environment. If a significant correlation existed this
would support a legitimacy theory explanation for the managerial motivation behind the
disclosures i.e. managers are using disclosures as a response to changing societal concerns.
These studies examined if the level of disclosure increased over time as a response to
increasing social pressures (see, for example, Hogner, 1982; Guthrie and Parker, 1989).
Other studies examined if the level of disclosure both increased and decreased across time

in response to changing socio-political events (De Villiers and van Staden, 2006).
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Hogner (1982) investigated social disclosure levels in the annual reports of US Steel for
the reporting period 1901 to 1980. The principal purpose of this study was to examine
how a long-standing company responded to changing societal demands as documented in
the annual report. Inclusion of social issues in US Steel’s annual reports is found to be
selective in that it appears in some years and is absent in others. For example, even though
there was evidence of pollution abatement expenditure in previous reporting periods,
disclosures regarding the company’s pollution abatement attempts did not begin until 1966
and continued through to the last year examined. Hogner (1982, p. 249) attributed these
changes in disclosure policies to ‘a concentration on reporting activities that society is
perceived as valuing most at that time’, explaining the phenomena of social reporting as
‘an indicator of the changing institutional structure of business in response to changing
societal demands’ (1982, pp. 244 — 245). The study supported the legitimacy theory

perspective.

In a similar study Guthrie and Parker (1989) investigated social reporting by the Broken
Hill Propriety Company Limited (BHP) for the period 1885 to 1985. Using content
analysis and page measurement, the authors recorded social disclosures across the themes
of environment, energy, human resources, products, community involvement and others.
In all, there was evidence of both high and low levels of social disclosure with peak
disclosure periods occurring between 1890 to 1910, and mid 1970’s and mid 1980’s (1989,
p. 346). Human resources were again the most frequently reported issues, followed by
community involvement, energy and finally the environment. In fact apart from a brief
reporting period in the 1950s, environmental disclosures were not included but reappeared
in the early 1970’s and again in the early 1980’s. The company’s environmental disclosure
practices appear to have been a response to public pressure in later years (Guthrie and

Parker, 1989).

Similar studies have focused on more recent time periods and have found that
environmental disclosures are made principally for legitimising reasons (see Gray et al.,
1995; Neu et al., 1998). Neu et al, (1998) examined the level of environmental
disclosures in the annual reports of 33 listed Canadian companies over the 1982 to 1991
period. The study found an association between the level of environmental disclosure and
societal attention and concern. The authors noted that “the concerns of general publics

influence disclosure levels” (Neu ef al., 1998, p. 278). Gray et al., (1995) examined the
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annual reports of circa 100 of the top UK listed companies within the years 1979 to 1991.
Levels of environmental disclosure “rose significantly throughout the period and were no
longer a marginal activity after the mid-1980s” (Gray et al., 1995, p. 57). In fact, Gray et
al., (1995) note this as the most striking rise of all the disclosure themes. The authors
contended that the trend in environmental disclosure accorded to a legitimation strategy by
UK companies. “The tone, orientation, and focus of the environmental disclosure accord

much more closely with ... legitimation strategies” (Gray et al., 1995, p. 65).

Some of these studies have used changes in environmental group membership as a measure
of societal concern for the environment (see Campbell et al., 2003; Deegan and Gordon,
1996). Campbell ef al., (2003) examined levels of environmental and social reporting of
five large UK listed companies. Social (including environmental) data was captured from
the annual reports through 1975 to 1997. Overall levels of disclosure increased over this
period. The authors used changes in membership of UK environmental groups as a proxy
for changing societal concern for environmental factors. Membership of environmental
groups increased from 747,000 in 1971 to 5,038,000 in 1998 (Campbell et al., 2003, p.
563). This correlation of environmental disclosure with the rise in environmental group

membership provided support for the legitimacy theory perspective.

In an Australian study, Deegan and Gordon (1996) documented levels of environmental
disclosure across time for 25 listed companies. Environmental disclosure data was
collected from annual reports for the periods 1980, 1985, 1988 and 1991. The authors
observed a “significant increase in disclosure practice in the period 1988 to 1991” (Deegan
and Gordon, 1996, p. 191). Changes in membership of Australian environmental groups
were used to measure changing “community value” (Deegan and Gordon, 1996, p. 192).
They found membership of environmental groups and environmental disclosure activity

correlated in the same direction over the period, thus supporting legitimacy theory.

In contrast to the foregoing studies, De Villiers and van Staden (2006) considered
decreases in certain disclosure themes over time as a form of legitimation strategy. The
study examined the annual reports of the top 100 listed industrial and mining companies in
South Africa between 1995 and 2002. Environmental disclosure levels increased between
1994 and 1999. However, levels then declined, with 2002 disclosures being 16.7% lower

than 1999. For the mining companies, the decrease was larger (21.5%) (De Villiers and
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van Staden, 2006, p. 775). The authors attributed the initial increase and subsequent
downturn in disclosure levels to a manifestation of the corporate response to the South
African political situation. The ANC government had included “sustainable development
and environmental degradation” in their 1994 election manifesto which was indicative of
their priorities regarding the business community at the time (De Villiers and van Staden,
2006 p. 769). By 1999, the ANC had only included “the economy and job creation” in
their election manifesto which indicated that their priorities towards business had changed

(De Villiers and van Staden, 2006, p. 770).

In summation of Section 4.4, prior studies illustrated that the managerial motivation to use
the GRI Guidelines stemmed from underlying constituent scepticism of environmental
disclosures. This managerial motivation can be explained by legitimacy theory. Prior
studies that used legitimacy theory to explain managerial motivation were discussed.
However, they relied on the strategic perspective of the theory. This perspective does not
recognise constituent evaluations of environmental disclosures and so cannot explain the
managerial motivation for use of the GRI Guidelines. The institutional perspective of
legitimacy theory does recognise constituent evaluations. Therefore, the institutional
perspective can be employed to examine the managerial motivation for use of the GRI
Guidelines. For the purposes of this study this is called the institutional perspective of

legitimacy theory. This leads to the first research objective of the study:

To determine whether the institutional perspective of legitimacy theory can be used to

investigate why companies use the GRI Guidelines.

4.5 Stakeholder Accountability Aspect

Many studies have examined corporate accountability towards non-shareholder
stakeholders. According to these studies, stakeholder accountability is made up of: regular
consultation of stakeholders, generating stakeholder feedback and use of that feedback in
disclosure decisions. However, these studies have criticised the method and regularity of
stakeholder consultation, the type of stakeholder feedback and use of that feedback in
disclosure decisions (see, for example, Owen et al., 1997; Gray, 2001; Adams, 2002;
Adams, 2004; Adams and McNicholas, 2007; Unerman and Bennett, 2004; Cooper and

Owen, 2007). All of these studies have found that companies engage in stakeholder
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management which is the opposite of stakeholder accountability. Some of these studies
have indicated that stakeholder management can be explained by legitimacy theory

(Deegan, 2002; Adams, 2002; Owen et al., 2001).

Gray (2001) argued that although accountability-discharging organisations need to provide
information concerning the preferences and views of the stakeholders themselves, this was

not currently being practised (2001, p. 12):

This is part of the stakeholder dialogue process currently so popular, but it is not the same thing.
This is about stakeholders’ preferences for responsibility and accountability, not the banal reporting

of how successfully stakeholders have been influenced by public relations material.

Studies have examined the methods of stakeholder consultation used by companies. These
studies have focused on the parameters by which stakeholders are allowed to voice their
concerns about companies (see, for example, Owen et al., 1997, Unerman and Bennett,

2004).

Owen et al., (1997) assessed the potential of “changing institutional arrangements” in
companies to empower stakeholders. The authors emphasised the necessity of “discursive

dialogue” in stakeholder accountability. They argued that (1997, p. 192):

... voluntary environmental reporting initiatives increasingly being undertaken by companies today
... appear to have little intention of promoting discursive dialogue. While it is common practice for
such reports to solicit feedback from their readers little, or no, information is subsequently provided
on what sort of feedback has been forthcoming or how it has influenced corporate policies and

reporting practice.

Owen et al., (1997, p. 192) cited IBM’s 1995 environmental report entitled “consulting the
stakeholder” and pointed out that the report featured “active dialogue with stakeholders,
which aimed to prioritise environmental performance and reporting issues.” They argued
that approaches such as that of IBM “based on consultation alone” was not likely to
establish an acceptable level of transparency and democracy within the reporting process

(Owen et al., 1997, p. 193).

Unerman and Bennett (2004) examined the potential of the internet as a form of discourse

for stakeholders. The authors used content analysis to analyse the postings to a web forum,
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employed by Shell as a stakeholder dialogue mechanism. All postings between April 1999
and October 2001 were read and analysed. The authors used the criteria that underlie the
“ideal speech situation” proposed by Habermas to assess the web form. The study found
that the web form failed to “move stakeholder dialogue as far as possible along the
continuum towards the theoretical ideal speech situation archetype” (Unerman and
Bennett, 2004, p. 702). The authors pointed out that it was not possible to gauge from the
web form the “extent to which postings have actually affected corporate decisions”
(Unerman and Bennett, 2004, p. 703). Without transparency in the decision making
process, Unerman and Bennett (2004) acknowledged that the web form might just be a

public relations exercise. They maintained that (2004, p. 704):

.. corporate claims both to have identified their social, environmental, economic and ethical
responsibilities through democratic stakeholder dialogue, and to have met these responsibilities,

should be treated with some scepticism.

Other studies have focused on the management capture of the stakeholder consultation
process (see for example, Owen et al., 2000; Owen et al., 2001; Cooper and Owen, 2007;
Adams, 2002; Adams, 2004).

Owen et al., (2000) analysed transcripts from a series of interviews conducted in 1998 with
18 “leading practitioners and opinion formulators in the social, ethical and environmental
audit arena.” The aim of their study was to compare and contrast the new social audit
against the old social audit. They argued that the current social audits suffered from

“management capture,” which they referred to as (2000, p. 85):

... the concept that sees management take control of the whole process (including the degree of
stakeholder inclusion) by strategically collecting and disseminating the information it deems
appropriate to advance the corporate image, rather than being truly transparent and accountable to

society it serves.

A number of interviewees expressed reservations about the degree of accountability being
achieved by current forms of stakeholder engagement (Owen et al., 2000, p. 87). The

authors elaborated on the current practice of stakeholder engagement (2000, p. 87):
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In many cases communication with stakeholders takes the form of questionnaire surveys which can
easily add colourful histograms to social reports, illustrating percentages of responses which are

either supportive or otherwise predetermined survey statements.

Interviewees expressed concern that such a practice negates the potential of social audit for
enhancing transparency and participative democracy (Owen et al, 2000, p. 88). The
authors expressed concern about their interviewees’ comments that stakeholders typically
do not take an active part in the feedback process (Owen et al., 2000, p. 88). The authors
gleaned from the interviewees’ comments that current stakeholder dialogue approaches
suffered from “managerial capture.” They questioned the credibility of current practice as
“a means of establishing stakeholder accountability as opposed to merely aiding the

process of stakeholder management” (Owen et al., 2000, p. 95).

In a later study, Owen et al., (2001) carried out a series of 15 semi-structured telephone
interviews with corporate managers (7), representatives from the big accounting firms (4),
consultants (2) and representatives from NGOs (2). One of the objectives of the study was
to investigate the “purported aim [of companies] to address the information needs of
organisational stakeholders” (Owen et al., 2001, p. 265). Corporate managers exhibited
concern over the level of expectations that may be engendered by stakeholder dialogue
(Owen et al., 2001, p. 269). Specifically, interviewees were concerned with the “level of
expectations that may be engendered by such a process.” (Owen et al., 2001, p. 268) The
authors argued, therefore, that commitment to stakeholder engagement is largely confined
to a desire to “manage expectations and balance competing interests, whilst leaving much
scope for the exercise of managerial discretion” (Owen et al., 2001, p. 270). Owen et
al., (2001, p. 274) observed from the interviews an “enthusiastic endorsement” of
promoting the “business case.” They supported the contention that a process of
stakeholder management has displaced any meaningful moves towards expanding
corporate accountability towards stakeholders (Owen et al, 2001, p. 275). They
pinpointed that the “business case” underlying current practice, leads to a form of
accountability where “organisations engage in stakeholder dialogue for the purpose of
voluntary self-reporting on their trustworthiness as part of a reputation building process”
(Owen et al., 2001, p. 275). The authors argued that despite the promotion of stakeholder
dialogue, engagement and inclusivity, current practice is likely to amount to empty words
(Owen et al., 2001, p. 276). The concluding remarks in their study summed up their
findings (p. 280):
41



We cannot but conclude that the stakeholder dialogue process they peddle to represent, is at best, an
exercise in corporate legitimation and, at worst, something, far more damaging to the ideals they

claim to promote.

In two studies, Adams (2002; 2004) also found that corporate control rendered the
stakeholder dialogue process ineffective. Adams (2002) carried out interviews with 7 large
companies from Britain and Germany from the pharmaceutical industry in 1998. Adams
(2002) broke down the interview data into themes. Stakeholder involvement was one of
the themes (Adams, 2002, p. 230). The study found companies identified a limited number
of key stakeholders. Further, Adams (2002, p. 233) found “there was no evidence of any
systematic attempts by any of the companies interviewed at a two-way dialogue with
stakeholders.” The author also observed that “the nature of the relationships of the sample
companies with stakeholders was very much an unequal partnership dictated by
companies” (Adams, 2002, p. 233). She also noted that it was not clear how or if the

stakeholder consultations influenced disclosure decisions (Adams, 2002, p. 233).

Adams (2004) examined the environmental reports of a case study company for years 1993
and 1999. Alpha was the name assigned to the case study company as the author did not
want the identity of the company disclosed (Adams, 2004, p. 734). Based on these reports,
the author assessed the extent to which Alpha discharged its duty of accountability to
stakeholders. Adams (2004, p. 732) argued that stakeholders must be consulted in order
that reports cover all material aspects from a stakeholder perspective. The author found

“little evidence of any consultation with stakeholders” (Adams, 2004, p. 750).

In a more recent study, Cooper and Owen (2007) adopted a Habermasian perspective by
focusing on both the “Ideal Speech” and democratic aspects of stakeholder accountability
theory. They undertook an analysis of 12 social/sustainability reports that were short-listed
for the Social and Sustainability categories of the 2003 ACCA UK Sustainability
Reporting Awards Scheme. Their study critically evaluated reports based on the
aforementioned accountability theoretical undertones. From their review of the reports, the
authors found that an impression was conveyed of a relationship with stakeholders based
on the accountability of the organisation to them (Cooper and Owen, 2007, p. 654).
Reports expressed a clear commitment to engage with their stakeholders so as to address
their concerns (Cooper and Owen, 2007, p. 655). Examples of stakeholder dialogue

processes in the reports included questionnaire surveys, telephone interviews, focus
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groups, liaison panels and discussion forums. The authors observed that reporters believed
in the “business case” scenario, where there is no conflict between “promoting shareholder
interests whilst being responsive to the needs of other stakeholders” (Cooper and Owen,
2007, p. 656). They concluded that organisational claims of accountability to stakeholders

are fallacious.

The foregoing studies have highlighted management capture of the stakeholder
consultation process. This is called stakeholder management and is the opposite of
stakeholder accountability. Stakeholder management can be explained by the legitimacy
theory perspective (Owen et al., 2001; Deegan, 2002; Adams, 2002). Deegan (2002, p.
298) maintains that management disclosure decisions are responsive to perceived
legitimacy threats and not to what stakeholders need to know. In accordance with
legitimacy theory, stakeholder consultations are minimal, infrequent and controlled by
management. Whatever stakeholder feedback is collected is not used by management in

their environmental disclosure decisions (Deegan, 2002).

In summation of Section 4.5, the foregoing studies portray the current practice of
companies purporting to produce reports that are the genesis of a stakeholder dialogue
process (Cooper and Owen, 2007). These reports imply that the company — stakeholder
relationship is based on corporate accountability. These studies found that this is, in the
main, fallacious (Owen et al, 1997; Adams, 2002; Adams, 2004; Unerman and Bennett,
2004). In this regard, it has been asserted in the literature that companies engage in
stakeholder management, rather than stakeholder accountability, with the objective of
reputation enhancement (Owen et al., 2000; Owen et al., 2001; Cooper and Owen, 2007;
Adams, 2002; Adams, 2004). Studies have argued that stakeholder management can be
explained by legitimacy theory (Adams, 2002; Owen et al., 2001; Deegan, 2002). For the
purposes of the study, this is called the stakeholder management perspective of legitimacy

theory. This leads to the second research objective of the study:
To determine whether the stakeholder management perspective of legitimacy theory can be

used to investigate the stakeholder accountability practices of companies using the GRI

Guidelines.
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The literature relating to the international harmonisation aspect regarding corporate use of

the GRI Guidelines is discussed the next section.

4.6 International Harmonisation Aspect

Several studies have compared social and environmental disclosures across countries (see
for example, Freedman and Stagliano, 1992; Adams and Kuasirikun, 2000; Fekrat et al.,
1996; Gamble et al, 1996; Williams and Wern Pei, 1999; Roberts, 1991; Holland and
Boon Foo, 2003). Some studies have used PEA, stakeholder and other socio-political
theories to explain these comparisons (van der Laan Smith et al., 2005; Guthrie and Parker,
1989; Aerts et al., 2006). There are also studies that support legitimacy theory

explanations of these comparisons (Newson and Deegan, 2002; Adams et al., 1998).

Several studies have found that corporate social disclosures vary between countries.
Roberts (1991) analysed the social disclosures in the 1988/89 annual reports of 110
companies from Germany, The Netherlands, France, Sweden and Switzerland. The study
found that there was significant variation in the incidence of social disclosures across
countries (Roberts, 1991, p. 66). Fekrat et al, (1996) examined the environmental
disclosure data in the 1991 annual reports of 168 companies in six industries from 18
different countries. The study found a significant variation in the extent of environmental
information disclosed by companies between countries (Fekrat et al., 1996, p. 186).
Gamble et al., (1996) investigated environmental disclosures in the annual reports of 276
companies from 27 countries for the period 1989 to 1991. The authors found there
appeared to be “extremely diverse practices among and within the sample countries”

(Gamble et al., 1996, p. 314).

Adams and Kuasirikun (2000) examined the environmental reporting practices of 20 UK
and German chemical and pharmaceutical companies for the period 1985 to 1995. The
type of environmental information and length, in terms of page, were measured in the
study. The authors found that a higher proportion of German companies disclosed more in
each of the categories of environmental information than the UK companies (Adams and
Kuasirikun, 2000, p. 62). In a later study, Holland and Boon Foo (2003) investigated the
environmental reporting practices in the annual reports of 37 UK and US publicly-listed

companies for the year 2000. Disclosures were analysed both by type and length. They
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found that UK and US companies placed different emphasis on the types of environmental
information disclosed in the annual report (Holland and Boon Foo, 2003, p. 12). For
example, a higher proportion of UK companies disclosed environmental management
information while more US companies disclosed environmental regulation information

(Holland and Boon Foo, 2003, p. 13-14).

Studies have also attempted to explain the reasons for the variations in corporate social
disclosure (CSD) between countries from the perspective of PEA, stakeholder and
organisational legitimacy theory (Guthrie and Parker, 1990; Aerts et al., 2006; Van der
Laan Smith et al, 2005; Newson and Deegan, 2002; Adams et al., 1998). Guthrie and
Parker (1990) surveyed the 1983 annual reports of the 50 largest listed companies in
Australia, UK and US. The aim of their study was to internationally compare and analyse
disclosure practice from inter alia a political economy theory perspective. A significant
difference was found in the content themes between the three countries. Only 14% of UK
companies were found to disclose environmental information, compared to 53% of US
companies (Guthrie and Parker, 1990, p. 164). The study provided evidence of a country-
level effect on disclosure themes. From a political economy perspective, Guthrie and
Parker (1990) maintained that the incidence of environmental disclosures by Australian,
UK and US companies reflected the common social, political and economic conditions in
all three countries. Guthrie and Parker (1990) acknowledged that culture could account for
differences in disclosures between countries of different cultures. They contended that
Australia, UK and US are in the same culture group (Guthrie and Parker, 1990, p. 171).
The authors suggested that political economy theory is both appropriate and potentially
contributes to an understanding of observed developments in national reporting practices

(Guthrie and Parker, 1990, p. 171).

Aerts et al., (2006) used content analysis to analyse the annual and separate environmental
reports of listed companies from Canada, France and Germany over a 6 year period from
1992 to 1997. The study numbered a total of 1,058 firm year observations. The purpose of
the study was to investigate if environmental disclosure practice can be explained from the
institutional theory perspective, whereby environmental disclosures are determined by
social comparison processes (Aerts et al., 2006, p. 299). Environmental disclosure data
was coded using a content analysis instrument and the results were measured for their

similarity using a similarity index. The study found that imitation played a significant role
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in environmental disclosures (Aerts et al., 2006, p. 323). Mimetic patterns observed were
country-specific, with the “underlying sources of imitation patterns differing across
countries” (Aerts et al., 20006, p. 324). Aerts et al., (2006, p. 325) commented on the issue

of disclosure standards:

Mimetic patterns will only be broken by ... country-specific disclosure standards that match societal

concerns and needs.

Van der Laan Smith et al., (2005) examined the annual reports for the years 1998 and 1999
of 58 companies from Norway, Denmark and the US in the electric power generation and
distribution industry. The aim of the study was to investigate if stakeholder theory could
explain observed differences in the level and quality of CSD between countries. The
authors argued that the CSD of companies from Norway/Denmark will be of a higher
quality than that of the US companies. They reasoned that Norway and Denmark placed a
higher importance on a company’s stakeholders and thus had a stronger “stakeholder
orientation” (Van der Laan Smith et al., 2005, p. 125). They found that companies from
Norway/Denmark had a higher level and quality of CSD than US companies, which
provided evidence that stakeholder theory can explain observed differences in CSD (Van
der Laan Smith et al., 2005, p. 147). The authors suggested that “companies will face
differential CSD pressures in different countries and will have to adjust their disclosure

strategy accordingly” (Van der Laan Smith, et al., 2005, p. 147).

Adams et al., (1998) examined the 1992 English version annual reports of 25 companies
from France, Germany, The Netherlands, Sweden, Switzerland and the UK. The aim of
the study was to examine the influences of, inter alia, country of origin on corporate social
reporting and the extent to which legitimacy theory can explain the motivations for
corporate social reporting. The authors used three measures of environmental disclosure:
total number of items disclosed, total number of quantified or financial items and the
length of the narrative disclosures (Adams et al, 1998, p. 6). The study found significant
differences in the type of environmental information disclosed across the six European
countries (Adams et al, 1998, p. 12). The authors argued that legitimacy theory can
explain the reasons for the observed differences across countries (Adams et al, 1998, p.

16):
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... legitimacy theory is important in explaining motivations for corporate social disclosure across
different environments and, in particular, in continental European countries as well as in Anglo-

American countries.

Although the study provided socio-political reasons for observed patterns of disclosures in
the UK and Germany, the authors observed that the patterns could also be explained with
reference to legitimacy theory and that this could help to explain disclosure levels in the

UK (Adams et al., 1998, p. 18).

Newson and Deegan (2002) examined the 1998 annual reports of 149 of the largest listed
companies from Australia, Singapore and South Korea (ASK). The objective of the study
was to explore if large multinational organisations were making disclosure decisions in
response to global information demands rather than the demands of home country citizens

(Newson and Deegan, 2002, p. 184). They argued that (2002, p. 186):

... consistent with legitimacy theory, corporations will respond to the expectations of their “relevant
publics,” else their “licence to operate” (or social contract) could be revoked. For larger
multinational corporations, the relevant public is not restricted to people residing in a particular

country but rather is more global in orientation.

Global expectations were measured by the use of two surveys, one relating to expectations
of global interest groups within society and the other to a global society generally. The
results of the study indicated little alignment between voluntary CSD provided by
multinational organizations and the expectations of a global society (Newson and Deegan,
2002, p. 203). Country of origin was found to be a significant influence in explaining
differences in total voluntary CSD (Newson and Deegan, 2002, p. 203). The authors
contended that large multinational organizations might be using CSD to respond to
expectations of national as opposed to international relevant publics and in this score,
“organisational legitimacy might be more secure from a national, rather than a global
perspective” (Newson and Deegan, 2002, p. 205). In this sense their study found that

organisational legitimacy theory can explain international differences in CSD.

In summation the scope, theme and type of social disclosures have been found to vary
between countries (Freedman and Stagliano, 1992; Adams and Kuasirikun, 2000; Fekrat et

al., 1996; Gamble et al., 1996; Roberts, 1991; Holland and Boon Foo, 2003). These
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empirical studies show a significant country effect on the social disclosures. Further, prior
studies have found socio-political theories such as PEA and stakeholder theories supported
international variations in CSD practice (Guthrie and Parker, 1990; Van der Laan Smith et
al., 2005). Similarly legitimacy theory has been used to explain cross-national differences
in CSD, (Newson and Deegan, 2002; Adams, ef al., 1998). Thus from a legitimacy theory
perspective, environmental disclosures should vary across countries. For the purposes of
the study, this is called the international variation perspective of legitimacy theory. This

leads to the third research objective of the study:

To determine whether the international variation perspective of legitimacy theory can be
used to investigate the extent of international harmonisation of environmental disclosures

among companies using the Guidelines.

4.6.1 Environmental Governance and Management Structures

The international variation perspective of legitimacy theory can be extended to explain
international variation in environmental governance and management structures. A
number of researchers have argued that the structures and practices of organisations can be
explained by legitimacy theory (see, for example, Deegan, 2002; Milne and Patten, 2002;
Ashforth and Gibbs, 1990). They have proposed that external pressures (constituents’
social values) cause organisations [management]| to have particular structures in place.
These structures only serve an image purpose and portray the organisation as undergoing
certain socially acceptable practices. Deegan (2002, p. 293) maintained that organisations
change their structures and practices to meet prevailing social expectations about what
structures and practices are acceptable. They argued that there might be external pressures
on some organisations to have particular governance structures (Deegan, 2002, p. 293).
Similarly, Milne and Patten (2002, p. 375) conveyed the notion that management may
provide accounts of “institutionalised practices.” However, they conjectured that such
practices “may actually do little to change the “real work” of the organisation” (Milne and
Patten, 2002, p. 375). The authors suggested that such practices may be “an elaborate and
convincing fagade” with the objective of camouflaging the “real work” of the organisation
(Milne and Patten, 2002, p. 375). It was argued that external pressures (constituents’ social
values) are different across countries (Walden and Schwartz, 1997; Newson and Deegan,

2002). Thus in accordance with the international variation perspective of legitimacy
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theory, environmental governance and management structures should vary across

countries. This leads to the fourth research objective of the study:
To determine whether the international variation perspective of legitimacy theory can be
used to investigate the extent of international harmonisation of environmental governance

and management structures among companies using the Guidelines.

4.7 Summary

Table 4.1 Research Objectives

Objective

1 To determine whether the institutional perspective of legitimacy theory can be used
to investigate why companies use the GRI Guidelines.

2 To determine whether the stakeholder management perspective of legitimacy theory
can be used to investigate the stakeholder accountability practices of companies
using the GRI Guidelines.

3 To determine whether the international variation perspective of legitimacy theory can
be used to investigate the extent of international harmonisation of environmental
disclosures among companies using the Guidelines.

4 To determine whether the international variation perspective of legitimacy theory can
be used to investigate the extent of international harmonisation of environmental
governance and management structures among companies using the Guidelines.

As discussed in this chapter, there has been a paucity of empirical research examining the
role of the GRI Guidelines in environmental disclosure practice. Despite the recognition
by Berthelot et al, (2003) that GRI is a future potential dimension of environmental
disclosure research, empirical studies concerning use of the GRI Guidelines by companies
have been virtually non-existent, with only one substantial study by von Hedberg and
Malmborg (2003). These authors investigated why companies were using the GRI
Guidelines and its effect on their environmental management and corporate social
disclosure (CSD). However, this exploratory study only considered Swedish companies

and failed to provide a theoretical examination of corporate use.

Consequentially, there is a clear gap in the environmental disclosure literature for studies
of corporate use of the GRI Guidelines. In particular there is a gap for studies of an

international and theoretical nature. This research study aims to address these gaps by
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adopting a theoretical perspective that can examine aspects regarding corporate use of the
GRI Guidelines. This theoretical perspective is based upon organisational legitimacy
theory.  The aspects are motivation, stakeholder accountability and international

harmonisation.

The literature relating to the motivation aspect of GRI Guideline use was discussed.
Previous research has shown that environmental disclosure practice is of a poor quality
(Van Staden and Hooks, 2007). Studies have also identified disclosure practice as overtly
self-laudatory and non-specific (Deegan and Gordon, 1996; Harte and Owen, 1991; De
Villiers and van Staden, 2006; Neu et al., 1998). Owing to this, prior researchers have
asserted that environmental disclosures are increasingly undermined by a lack of
credibility (Deegan and Gordon, 1996; Doane, 2000; Adams and Evans, 2004; Dando and
Swift, 2003; Adams 2004; O’Dwyer and Owen, 2005). Researchers have also argued that
managers use assurance statements to enhance the credibility of environmental disclosures
(Adams, 2004; O’Dwyer and Owen, 2005; Gray, 2001). However, it is argued in the
literature that the use of assurance statements fails to enhance the credibility of
environmental disclosures (O’Dwyer and Owen, 2005; Gray et al, 2001). Managers are
motivated to pursue other strategies that counter underlying constituent scepticism of their
environmental disclosures (Dando and Swift, 2003). One such strategy may be use of the
GRI Guidelines. 1t is contended in this study that this is the managerial motivation behind
use of the GRI Guidelines. Managerial motivation can be explained from a legitimacy

theory perspective.

Many prior studies have used the strategic perspective of legitimacy theory to explain the
managerial motivation behind environmental disclosure practice. Prior empirical studies
have found support for this theory (Hogner, 1982; Guthrie and Parker, 1989; Gray et al.,
1995; Neu et al., 1998; Campbell et al., 2003; Deegan and Gordon, 1996). However, this
perspective of legitimacy theory cannot account for constituent scepticism and therefore
cannot be used to examine the managerial motivation behind use of the GRI Guidelines.
The institutional perspective of legitimacy theory adopted in this study is relevant in this

regard.

The literature relating to the stakeholder accountability aspect regarding use of the GRI

Guidelines was discussed the following section. Prior studies concerning stakeholder
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accountability have found that companies engage in stakeholder management as opposed
to stakeholder accountability (Owen et al., 1997; Gray, 2001; Adams, 2002; Adams, 2004;
Unerman and Bennett, 2004; Cooper and Owen, 2007). It has been argued in the literature
that stakeholder management can be better understood by adopting a legitimacy theory lens
(Adams, 2002; Owen et al., 2001; Deegan, 2002). Therefore the stakeholder management
perspective of legitimacy theory is used to investigate the stakeholder accountability

practices of companies using the Guidelines.

The literature relating to the international harmonisation aspect regarding use of the GRI
Guidelines was discussed the next section. It has been indicated in the prior literature that
the scope, theme and type of social disclosures vary between countries (Gray et al., 1995;
Roberts, 1991; Fekrat et al., 1996; Gamble et al., 1996; Adams and Kuasirikun, 2000;
Holland and Boon Foo, 2003). Some studies have found socio-political theories such as
political economy and stakeholder theory support international variations in CSD practice
(Guthrie and Parker, 1989; Van der Laan Smith ef al, 2005). It was also argued that
legitimacy theory can explain international differences in CSD (Adams et al., 1998;
Walden and Schwartz, 1997; Newson and Deegan, 2002). Based on the findings of this
research, from a legitimacy theory perspective, environmental disclosures should vary
between countries. Therefore the international variation perspective of legitimacy theory is
used to investigate the extent of international harmonisation of environmental disclosures

among companies using the Guidelines.

A number of researchers have reasoned that the structures and practices of organisations
can be explained by legitimacy theory. They have proposed external pressures cause
organisations to have particular structures in place (Deegan, 2002; Milne and Patten, 2002;
Ashforth and Gibbs, 1990). Based on the arguments in these previous studies (from a
legitimacy theory perspective), it was argued that governance and management structures
of companies represent “institutional practices” and are put in place in response to external
pressures. As indicated, external pressures (social values) are different across countries
(Walden and Schwartz, 1997; Newson and Deegan, 2002). Based on the findings of this
research, from a legitimacy theory perspective, environmental governance and
management structures should vary between countries. Therefore the international

variation perspective of legitimacy theory is used to assess the extent of international
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harmonisation of environmental governance and management among companies using the

Guidelines.

This chapter has shown that different perspectives of organisational legitimacy theory can
be used to examine the motivation, stakeholder accountability and international
harmonisation aspects regarding corporate use of the GRI Guidelines. The following

chapter proceeds with the outline of the theoretical framework of the study.
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Chapter Five

Theoretical Framework

5.1 Introduction

The aim of this chapter is to present the legitimacy theory framework of the study. As
outlined in Chapter 1, the framework enables investigation of three aspects of corporate
use of the GRI Guidelines. The first part investigates the motivation for companies to use
the Guidelines. The second part investigates the extent of stakeholder accountability by
companies using the Guidelines and the third part investigates the extent of international
harmonisation in environmental disclosures and governance and management structures of

companies using the Guidelines.

As demonstrated in Chapter 4, different perspectives of legitimacy theory can be used to
examine these perspectives. The institutional perspective of the theory is used to assess the
motivation for corporate use of the Guidelines. The stakeholder management perspective
is used to investigate the stakeholder accountability practices of companies using the
Guidelines. The international variation perspective is used to examine the international
harmonisation of environmental disclosures and environmental governance and

management structures among companies that use the Guidelines.

5.2 Institutional Perspective

As a starting point, it is necessary to reiterate the difference between the institutional and
strategic perspectives of legitimacy theory. The strategic perspective (discussed in Chapter
3) assumes that the legitimation strategy (the disclosure of environmental information)
used by management results in the automatic conferring of legitimacy by constituents of
the larger social system. In this respect, strategic legitimacy theory sees constituents as
“passive consumers” on which management (through disclosures) can inflict legitimation
strategies (Ashforth and Gibbs, 1990, p. 191). It ignores the fact that constituents may not
accept these disclosures. Therefore, this perspective assumes managers have unfettered

control over legitimacy.
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Conversely, the institutional perspective assumes constituents have control of legitimacy.
According to this perspective, management may use legitimation strategies (environmental
disclosure); however it is the evaluation by constituents of these strategies that determine if
a state of legitimacy is conferred. Therefore legitimation strategies used by management
do not result in the automatic conferring of legitimacy by the constituents under the

institutional perspective.

This perspective recognises that constituent evaluations might be desirable or undesirable,
which has implications for the conferring of legitimacy on an organisation. The legitimacy
frameworks developed by Suchman (1995) and Ashforth and Gibbs (1990) incorporate the

effects of constituent evaluations on legitimacy.

Specifically these frameworks outline how undesirable evaluations by constituents in the
form of sceptical evaluations can affect the conferring of a state of legitimacy on an
organisation. Aspects from the framework provided by Suchman (1995) show how
corporate environmental disclosures of all organisations may be seen as a legitimation
strategy that is sceptically evaluated by constituents. Adding to this, the framework of
Ashforth and Gibbs (1990) shows how the environmental disclosures of organisations with
perceived low legitimacy are subject to more acute sceptical evaluation by constituents.
These frameworks also indicate that co-optation'' of institutions like GRI represent a
suitable strategy for managers to counter this sceptical evaluation. These points are

discussed in more detail in the following paragraphs.

In his typology of legitimacy forms, Suchman (1995) categorises legitimacy into three
broad forms — pragmatic, moral and cognitive legitimacy and specifies that different
constituent concerns can be exhibited under each type (1995, p. 577). It is suggested that
moral legitimacy is the most pertinent to this research study because environmental
disclosures of companies may be seen as subject to moral as opposed to pragmatic or

cognitive evaluation by constituents.

Pragmatic legitimacy is based on the self-interest calculations of an organisation’s most

immediate constituents. This usually entails “direct exchanges” between the organisation

" The term co-optation is derived from organisational theory and was originally used by Selznick (1949).
The term refers to the process of absorbing new elements into the structure of an organisation as a means of
averting threats to its stability or existence. Co-optation can be formal or informal
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and its constituents (Suchman, 1995, p. 578). Organisational actions are assessed on how
they affect the “well-being” of close constituents (Suchman, 1995, p. 578). Cognitive
legitimacy entails “mere acceptance of an organisation as necessary or inevitable based on
some taken-for-granted cultural account” (Suchman, 1995, p. 582). This form of
legitimacy is based on a mere understanding of the organisation by constituents rather than

self-interest.

Moral legitimacy relies on normative evaluations by constituents of the organisation and its
activities. This type of legitimacy rests not on judgements about whether the activities of
an organisation benefit the constituent (pragmatic legitimacy) or whether it is understood
by the constituent (cognitive legitimacy), but rather on judgements about whether the
activities are “the right thing to do” (Suchman, 1995, p. 579). Suchman (1995, p. 575)
further elaborates that these judgements usually reflect beliefs about whether the activity
effectively promotes societal welfare as defined by the socially constructed value system of
the constituents. As a consequence, this form of legitimacy may be seen as “sociotropic” in
that it rests on whether constituents believe the activities benefit society as a whole

(Suchman, 1995, p. 579).

Schultz (2000) maintains that the environment impacts the welfare of society as a whole.
Further, Kaiser et al., (1999) elaborate, environmental behaviour is increasingly seen as
“sociotropic.” It has been argued that environmental performance is a rising component of
overall organisational legitimacy as constituent norms increasingly include environmental
responsibility as a core moral value (Mobus, 2005). The socially constructed value
systems of constituents in most developed nations increasingly incorporate environmental
protection as a moral concern (Schultz, 2000). Environmental responsibility promotes
societal welfare and constituents take a moral point of view about an organisations’
environmental performance. Based on the above, it may be inferred that organisations that
are not perceived as remedying their environmental degradation are perceived to violate
moral standards and are not evaluated by constituents as morally legitimate. Thus, it can
be argued that being perceived as environmentally responsible is a form of moral
legitimation for organisations. It may be inferred from this that constituents concerned
with evaluating organisational legitimacy from a moral perspective take environmental

performance into account (Mobus, 2005).
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Moral legitimacy can take the form of either constituent “evaluations of outputs and
consequences” or “evaluations of techniques and procedures” (Suchman, 1995, p. 579).
Moral legitimacy that is based on constituent evaluation of techniques and procedures is
termed procedural moral legitimacy (Suchman, 1995, p. 580). Moral legitimacy that is
based on constituent evaluation of outputs and consequences is termed consequential
legitimacy. With consequential legitimacy, constituents have clear measures of outcome
(outputs and consequences) to evaluate an organisation’s moral legitimacy. The donation
of a fixed percentage from an organisation’s profit to a charitable organisation is an

example of an output that constituents can evaluate.

However, measuring the environmental performance outcomes from the actions of large
organisations is inherently difficult and moral legitimacy is often sought and allocated in
high-ambiguity settings (Suchman, 1995, p. 580). In the absence of clear measures of
outcome, moral legitimacy may be determined on the evaluation by constituents of
techniques and procedures (procedural moral legitimacy). Organisations can garner
moral legitimacy by embracing socially accepted techniques and procedures (Suchman,
1995, p. 580). Where clear outcome measures are absent, “sound practices may serve to
demonstrate that the organisation is making a good-faith effort to achieve valued, albeit
invisible ends” (Suchman, 1995, p. 580). Developing an accepted version of sound
practices is an example of socially constructed means to evaluate procedural forms of
moral legitimacy (Mobus, 2006, p. 497). As environmental performance has few
consequential measures of outcomes, voluntary environmental disclosures may be
understood “as [organisational] efforts to cultivate procedural moral legitimacy” (Mobus,
2005, p. 499). From this it is inferred that environmental disclosures represent procedural

moral legitimacy.

As already outlined, moral legitimacy reflects a prosocial logic in the minds of constituents
that differs fundamentally from a narrow self-interest (pragmatic legitimacy) and for this
reason “moral claims can be undercut by ... cynicism” (Suchman, 1995 p. 579).
Consequently, moral legitimacy is “more difficult to manipulate” for organisations than
other legitimacy forms (Suchman, 1995, p. 585). The moral concerns of constituents prove
more resistant to “self-interested manipulation” used by organisations compared to other
forms of legitimacy. It is widely acknowledged that environmental disclosures are born

out of self-interest and are manipulative (O’Dwyer and Owen, 2005; Doane, 2000; Deegan
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and Gordon, 1996; Neu et al., 1998; Patten and Cho, 2007). However, constituents are
unlikely to confer moral legitimacy upon an organisation that puts forward these self-
serving manipulative claims (Suchman, 1995). This suggests that as a form of procedural
moral legitimacy, environmental disclosures are undercut by the scepticism of constituents.
Therefore, it is argued, environmental disclosures of organisations are sceptically evaluated

by constituents.

Adding the framework of Ashforth and Gibbs (1990), it can be seen that this sceptical
evaluation of environmental disclosures by constituents is especially acute for
organisations with perceived low moral legitimacy. As already outlined in Chapter 3,
congruence with values and beliefs of constituents ensures access to vital resources and
survival for an organisation. In this manner, organisations can be said to have a “vested
interest” in their constituents (Ashforth and Gibbs, 1990, p. 185). Therefore, the less
legitimate the constituents believe the organisation to be, the greater the need to gain
legitimacy and the greater the exertion of effort by the organisation to gain legitimacy. For
example, organisations whose constituents perceive them to have low legitimacy may face
a varied range of public sanctions such as fines or government regulations restricting their
activity. These sanctions have the common effect of reducing or impairing the long term
earnings of the organisation. Thus, because of an apparent “vested interest,” organisations
will invariably have a need to “protest” their legitimacy. Protesting moral legitimacy
involves using environmental disclosures as a means to promote an organisation’s
environmental responsibility. Put another way “managers must say they are responsible
because they are not” — to redeem themselves (Ashforth and Gibbs, 1990, p. 185). This is

summarised in the following proposition of their framework:

The protestation of legitimacy will be greatest for organisations with low legitimacy (as perceived by

constituents) (Ashforth and Gibbs, 1990, p. 185).

Conversely, organisations that are perceived by constituents as morally legitimate simply
do not need to “protest” legitimacy as strongly (Ashforth and Gibbs, 1990). This
contention is borrowed from the impression management literature which shows that
individuals who believe that others will become aware of their desirable attributes do not
exert as much effort promoting themselves as individuals who do not (Ashforth and Gibbs,

1990). Organisations known by constituents to be environmentally responsible do not
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have to use environmental disclosures to promote their environmental responsibility

(Deegan and Gordon, 1996; Patten, 2002; Patten and Cho, 2007).

Owing to the size and complexity of corporate organisations, their actions are not easily
transmitted to and seen by constituents. Therefore, it is not enough for an organisation to
carry out environmentally responsible actions, these actions must be disclosed. As
previously elaborated, organisations with perceived low moral legitimacy will protest their
legitimacy because they have a stake in the beliefs of their constituents (Ashforth and

Gibbs, 1990).

Critically, this fact will be apparent to the constituents themselves. Organisations with low
moral legitimacy do not protest legitimacy to largely passive and accepting constituents.
The inclusion of constituents into the process ignites a cycle in that the lower the perceived
moral legitimacy of an organisation, the more suspect of legitimation tactics are
constituents. This cycle is entitled the “self-promoters paradox” (Ashforth and Gibbs,
1990, p. 186). Publicised protests of environmental propriety (positive environmental
disclosures) by such organisations are more likely when actual propriety is problematic and
constituents tend to disregard such protests as they are aware the organisation has low

moral legitimacy. This is summarised in the second proposition of the framework.

The lower the perceived legitimacy, the more sceptical will constituents be of legitimation attempts

(Ashforth and Gibbs, 1990, p. 186).

Therefore the organisation’s readily apparent “vested interest” and low moral legitimacy
jointly undermine protestations (environmental disclosures) (Ashforth and Gibbs, 1990). It
may be inferred from this that the environmental disclosures of organisations with
perceived low moral legitimacy attract more acute scepticism from constituents compared

to organisations with high moral legitimacy.

In summation, a synthesisation of aspects from the frameworks of Suchman (1995) and

Ashforth and Gibbs (1990) provide the first part of the theoretical framework for this

study. In line with Suchman’s (1995) framework, it was argued that environmental

disclosures are a form of procedural moral legitimacy. From this it was inferred that

environmental disclosures of all organisations are sceptically evaluated by constituents.

Adding the framework of Ashforth and Gibbs (1990) this sceptical evaluation is more
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acute for environmental disclosures that are disseminated from organisations that

constituents perceive to have low moral legitimacy.

Critically, moral legitimacy will not be conferred by constituents if they sceptically
evaluate the environmental disclosures of organisations. Thus organisations will not be
able to achieve a state of legitimacy simply through environmental disclosures.
Management must implement strategies to reduce sceptical evaluation of their
organisation’s environmental disclosures to ensure constituents confer a state of legitimacy
upon their organisation. This is especially the case for managers of organisations with low

moral legitimacy.

5.2.1 Strategies to Reduce Constituent Scepticism

It is argued in both frameworks that legitimation attempts will not likely be sceptically
evaluated by constituents if they are indirect and subtle (Suchman, 1995; Ashforth and
Gibbs, 1990). Suchman (1995) articulates that “less direct” or implicit legitimation
strategies are appropriate for organisations who pursue moral legitimacy (p. 588).
According to Suchman (1995), the most common of these approaches is co-optation by
incorporating the organisation’s practices into “networks of already legitimate institutions”

(p. 588).

.. managers occasionally employ co-optation as an essentially moral strategy ... to associate the

organization with respected entities in its environment (Suchman, 1995, p. 588).

Suchman (1995) essentially proposes that organisations adopt a strategy of legitimation
which involves use of symbols to associate the organisation with credible institutions. This
strategy of co-optation is borrowed from Dowling and Pfeffer’s (1975) strategies of
legitimation. Co-optation is indirect and is underscored by subtleness. This is intended to

minimise a sceptical evaluation from constituents with moral concerns.

Therefore, it is suggested that co-optation is the most appropriate strategy to reduce
constituent scepticism. Managers co-opt credible institutions in their environment to
counter sceptical evaluations by constituents of their organisation’s environmental
disclosures. In this research study, it is posited that managers of companies with perceived

low moral legitimacy are motivated to co-opt GRI, as they perceive this institution to
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possess wide credibility in their environment. As outlined in Chapter 2, companies can
disclose use of the GRI Guidelines in their environmental disclosures. This study proposes
that this reference in environmental disclosures allows managers of low moral legitimacy

companies to co-opt GRI.

5.2.2 Hypothesis Development

It has been well documented in previous research that company size and industry
classification are factors that appear to influence the level of legitimacy and environmental
disclosures (Gray et al., 1995; Patten, 2002; Deegan and Gordon, 1996). It is generally
accepted from prior research that both large companies and those in environmentally
sensitive (ES) industries have a low level of legitimacy (Patten, 1991; Patten, 1992;
Deegan and Gordon, 1996). It has been argued that larger companies are more visible to
their constituents and therefore are subject to more monitoring (Newson and Deegan,
2002). Similarly, it has been contended that companies from ES industries degrade the
environment as a consequence of their activities and are subject to more social pressure
from constituents as a result (Deegan and Gordon, 1996). Therefore, based on prior

literature, companies with these attributes are perceived to have low moral legitimacy.

ES companies, through their industry affiliation, are known to have environmental
problems. They are likely to be deemed “structurally illegitimate” by environmental lobby
groups and greener constituents of the public. Owing to this, they have a greater incentive
to project a positive environmental image (Newson and Deegan, 2002). As a consequence
of their industry affiliation, they tend to make more environmental disclosures than
companies from industries that are not troubled with environmental problems (Dierkes and
Preston, 1977; Cowen et al., 1987; Patten, 1992; Patten, 2002; Hackston and Milne, 1996).
They face pressure from a range of constituents including the government, consumers and
wider society whose support they count on for their existence. Therefore, environmental
sensitivity of industry influences the level of constituent scepticism towards environmental

disclosures.

Environmental disclosures represent procedural moral legitimation attempts and are
sceptically evaluated by constituents. Constituents know moral legitimacy for these ES

companies is problematic and therefore sceptical evaluation of environmental disclosures
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is more acute for these companies. Companies operating in ES industries that make
environmental disclosures have more of an incentive to co-opt institutions, widely
perceived as credible (GRI), to reduce the scepticism held by constituents towards their

environmental disclosures.

Large companies undertake more activities and make a greater impact on society
(Hackston and Milne, 1996). Consequentially, they tend to receive more attention from the
constituents and, therefore, be under greater pressure to exhibit environmental
responsibility than either small or medium companies (Cowen et al., 1987). The research
has found company size to be positively correlated with the quantity of environmental
disclosures (see, for example Adams et al., 1998; Cowen et al., 1987; Deegan and Gordon,
1996; Hackston and Milne, 1996; Patten 1991; Gray et al., 1995; Neu et al., 1998)
whereby the largest companies, subject to more exposure, face greater political and social
pressure and respond to this pressure with voluntary disclosure of environmental
information. Large companies face pressure from a range of constituents including
governments, consumers and wider society whose continued support they need for their

existence.

Sceptical evaluation by constituents of the environmental disclosures of larger companies
is more acute than for medium or small companies. Managers of such companies have
more of an incentive, relative to mangers of other companies, to reduce sceptical
evaluations of their disclosures by co-optation of credible institutions (GRI). It can also be
argued that large-size companies are more concerned with co-opting internationally
credible institutions (GRI) rather than national institutions as their operations are spread

throughout the world.

It is posited that there is a correlation between co-optation of GRI and companies with
these low moral legitimacy attributes. This expectation is formulated into the following

hypothesis:
HIA Companies with low moral legitimacy are more inclined to co-opt GRI by

referring to use of the Guidelines in their environmental disclosures, compared to

companies with high moral legitimacy, regardless of country of origin.
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Prior studies that use legitimacy theory to investigate the motivation behind environmental
disclosures sought the attitudes of corporate management (see, for example, Buhr, 1998;
O’Donovan, 1999; O’Donovan, 2002; O’Dwyer, 2002; Wilmhurst and Frost, 2000). These
studies argued that it was necessary to seek the perspective of management to test
legitimacy theory. Managers have a perception of constituent scepticism towards the
environmental information they disclose (O’Dwyer, 2002). This would suggest that they

would be in favour of co-opting credible institutions.

Constituent scepticism of environmental disclosures is more acute for companies with low
moral legitimacy. Therefore, it is suggested that managers of low moral-legitimacy
companies have the strongest incentive of co-opting perceived credible institutions for
their environmental disclosures. These managers would be most in favour of referring to
use of the GRI Guidelines in their environmental disclosures. This expectation is

formulated into the following hypothesis:

HI1B Managers of companies with low moral legitimacy are more favourable
towards co-optation of GRI, compared to managers of companies with high moral

legitimacy, regardless of country of origin.

5.3 Stakeholder Management Perspective

As outlined in Chapter 2, there is a requirement for companies using the GRI Guidelines

that they be accountable to their stakeholders.

From a stakeholder accountability perspective, information is disclosed because
stakeholders “have a right to know about aspects of an organisation’s operations” (Deegan,
2002, p. 298). Legitimacy theory is antithetical to this perspective (Deegan, 2002). From
a legitimacy theory perspective, companies disclose information to convey an image of
their existence and operations (Deegan, et al, 2002). According to this perspective,
management take control of the stakeholder accountability process by strategically
collecting and disseminating only information it deems appropriate (Owen et al., 2000).
Managers will only provide disclosures that address constituent concerns that might
threaten legitimacy (Deegan, 2002). Therefore disclosures are responsive to perceived

legitimacy threats and not to the information needs of stakeholders. Non-accountability to
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stakeholders allows management to use the disclosures as a strategy of legitimation

(Deegan, 2002).

Further according to this perspective, companies disclose that they engage in stakeholder
dialogue, however the dialogue is unsystematic if exercised at all (Owen et al., 2001) and
has no influence on the decisions driving disclosures. Therefore, management engage with
stakeholders for the purpose of appearing to be accountable. They retain control over the
disclosure of environmental information decisions. This is essentially management of
stakeholders where managers take control of the stakeholder consultation process.

In accordance with the above perspective of legitimacy theory, companies who use the
Guidelines 1i.e. refer to the Guidelines in their environmental disclosures, engage in

stakeholder management as opposed to stakeholder accountability.

5.3.1 Hypothesis Development

Studies have analysed stakeholder accountability by examining regularity of consultation
of stakeholders, generation of stakeholder feedback and use of that feedback in disclosure
decisions. These studies have found flaws in these activities, leading them to conclude that
companies engage in stakeholder management and not accountability (see, for example
Owen et al., 2000; Owen et al., 2001; Adams, 2002). The results of these studies were the
same regardless of country of origin. Prior studies have relied on either direct engagement
with corporate management or content analysis to ascertain if stakeholder consultation
practices resulted in accountability. All these studies have found that stakeholder
engagement and consultation has been unsystematic. ~Further stakeholder engagements
did not influence corporate decisions, particularly disclosure decisions (Unerman and
Bennett, 2004). The following hypothesis has been formulated to test a positive

association between GRI co-opting companies and stakeholder management:
H2 GRI co-opting companies are similar to non GRI co-opting companies in their

failure to exercise accountability to their stakeholders, regardless of country of

origin.
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5.4 International Variation Perspective

As outlined in Chapter 2, GRI intends that international harmonisation of 1) disclosures
relating to environmental performance and 2) environmental governance and management

structures occur among companies using the Guidelines.

Disclosures are used by managers as strategies to gain or maintain legitimacy. Managers
change the extent and type of disclosures to address the specific concerns of constituents.
The social values of constituents differ between countries and companies respond to the
expectations of constituents within a country (Newson and Deegan, 2002; Adams et al.,
1998). Consequently disclosures reflect the expectations of constituents within a country,
which causes variation in the types of disclosures between countries (Newson and Deegan,
2002). Essentially disclosures are a function of constituent concerns. Legitimacy theory
posits that differences in environmental disclosure are a systematic function of differences
in constituent concerns and these concerns arise from cultural, political or legal
environments (Walden and Schwartz, 1997, p. 127). Therefore, in accordance with this
perspective of legitimacy theory, there should be cross-national variation between the types

of environmental disclosures contained in reports prepared using the GRI Guidelines.

5.4.1 Hypothesis Development

As presented in the literature review, prior research has shown that voluntary disclosures
vary between countries (see for example, Freedman and Stagliano, 1992; Adams and
Kuasirikun, 2000; Fekrat et al., 1996; Gamble et al., 1996; Williams and Wern Pei, 1999;
Roberts, 1991; Holland and Boon Foo, 2003). By concentrating on the contents of
reports, the prior literature has found international variation in the levels of social
(including environmental) disclosures on an overall basis and by theme (Roberts, 1991;
Fekrat et al., 1996; Gamble et al., 1996). Also the literature has observed international
variations in the type of environmental disclosure between countries (Adams and

Kuasirikun, 2000; Holland and Boon Foo, 2003).

H3A There is international variation in environmental disclosure types between

GRI co-opting companies with different countries of origin.
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This cross-national variation can be extended to environmental governance and
management structures. It has been argued in the prior literature that companies change
their internal structures to conform to the external expectations of constituents about what
form of structures are acceptable (Deegan, 2002, p. 293). This argument is based on the
legitimacy theory perspective (Deegan, 2002; Milne and Patten, 2002). According to this
perspective, regardless of the structure, they are all attempts at legitimation that form a
“myth system,” loosely decoupled from the company’s operational code (Milne and Patten,
2002). This is titled “ceremonial conformity” where the company adopts certain highly
visible and salient practices [environmental governance and management structures] that
are consistent with social expectations, while leaving the essential machinery of the
company intact (Ashforth and Gibbs, 1990, p. 181). It is suggested that these structures
consist of environmental governance structures and management systems. Constituent
expectations differ between countries and companies respond to the expectations of
constituents within a country (Walden and Schwartz, 1997; Newson and Deegan, 2002).
Consequently environmental governance structures and management systems reflect the
expectations and the concerns of constituents within a country which causes variation in
the types of environmental governance structures and management systems between

countries (Newson and Deegan, 2002; Walden and Schwartz, 1997).

In accordance with this perspective of legitimacy theory, there should be cross-national
variation in the environmental governance structures and management systems of

companies whose disclosures are prepared using the GRI Guidelines.

5.4.2 Hypothesis Development

Deegan (2002, p. 293) maintained that organisations change their structures and practices
to meet prevailing social expectations about what structures and practices are acceptable to
constituents. There are external pressures on some organisations to have particular
governance structures (Deegan, 2002, p. 293). Similarly, Milne and Patten (2002, p. 375)
conveyed the notion that management may provide accounts of “institutionalised
practices.” However, they conjectured that such practices “may actually do little to change
the “real work” of the organisation” (Milne and Patten, 2002, p. 375). They are put in
place by management as a response to constituent values, which vary from country to

country (Newson and Deegan, 2002; Walden and Schwartz, 1997). It is argued
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environmental governance structures and management systems vary between countries.

This expectation is tested with the following hypothesis:

H3B There is international variation in environmental governance and management

structures between GRI co-opting companies with different countries of origin.
5.5 Summary
This chapter outlined the theoretical framework of the study. The framework uses
different perspectives of legitimacy theory and is divided into three parts. The framework

is used to examine the motivation, stakeholder accountability and international

harmonisation aspects regarding corporate use of the GRI Guidelines.

Table 5.1 Summary of Hypotheses

Framework part Hypothesis | Description
1. Institutional
Perspective

Hi4 Companies with low moral legitimacy are more inclined to co-
opt GRI by referring to use of the Guidelines in their
environmental disclosures, compared to companies with high
moral legitimacy, regardless of country of origin.

HIB Managers of companies with low moral legitimacy are more
favourable towards co-optation of GRI, compared to managers
of companies with high moral legitimacy, regardless of country
of origin.

2. Stakeholder
Management
Perspective

H2 GRI co-opting companies are similar to non GRI co-opting
companies in their failure to exercise accountability to their
stakeholders, regardless of country of origin.

3. International
Variation
Perspective

H34 There is international variation in environmental disclosure
types between GRI co-opting companies with different
countries of origin.

H3B There is international variation in environmental governance
and management structures between GRI co-opting companies
with different countries of origin.

The first part of the framework: institutional perspective involved a synthesisation of
aspects from the frameworks of Suchman (1995) and Ashforth and Gibbs (1991).

Environmental disclosures of organisations with low moral legitimacy are subject to acute
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sceptical evaluation by constituents. These organisations will not be conferred with
legitimacy as their disclosures are sceptically evaluated by constituents. Therefore
managers of such organisations are motivated to co-opt the GRI Guidelines in order to
reduce constituent scepticism and thus be conferred with legitimacy. This part of the

framework is tested by H/A4 and HIB in Table 5.1 above.

The second part of the framework: stakeholder management perspective was found in prior
studies to accord with legitimacy theory. Management take control of the stakeholder
accountability process by strategically collecting and disseminating only the information it
deems appropriate (Owen et al., 2000; Adams, 2002). Managers will only provide
disclosures that address constituent concerns that might threaten legitimacy (Deegan,

2002). This part of the framework is tested by H2 in Table 5.1 above.

The third part of the framework: international variation perspective indicated that
environmental disclosures are strategies used by managers to gain or maintain legitimacy.
Managers change the type of disclosures to address the concerns of constituents. The
concerns of constituents differ from country to country (Newson and Deegan, 2002;
Walden and Schwartz, 1997). Therefore, in accordance with legitimacy theory,
environmental disclosures should vary between countries. This explanation can also be
extended to explain international variation in environmental governance and management
systems. These structures and systems represent structures that are set up to conform with
constituent expectations (Newson and Deegan, 2002). As these expectations vary between
countries, this causes variation in the types of environmental governance and management

structures. This part of the framework is tested in H34 and H3B.
The research method used to test and measure the research hypotheses outlined above will

be discussed in the following chapter. The chapter will commence with a discussion of the

selection of the countries.
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Chapter Six

Selection of Countries and Research Methodology

6.1 Introduction

The purpose of this chapter is to explain the research design of the study that enables

testing of the hypotheses outlined in the prior chapter.

This chapter is divided into two parts. The first part analyses the approach used in the
selection of countries to test the research hypotheses of the study. The suitability of these
nations vis-a-vis the testing of the legitimacy theory framework is discussed. In this
respect, the constituent concern for the environment in both countries is outlined. In
relation to the first part of the theoretical framework, opinion poll data is discussed to
illustrate the level of constituent scepticism regarding companies in their own right and in
the context of environmental issues. In the next section, the high constituent trust of NGO-
type (GRI) institutions in both countries is discussed. This illustrates the societal

perception of such institution types as credible.

The second part of the chapter is concerned with justifying and explaining the research
method of the study. First, the sample selection and subjects within the selected countries
are discussed. The research instrument utilised to collect the data is discussed in the next
section. This is followed by details of the questionnaire design. Next the administration of
the questionnaire is outlined. A section discussing the measurement of the variables for
the hypotheses is next. This is followed by a discussion of ethics and confidentiality

issues. Lastly, the techniques used to analyse the data are elaborated upon.

6.2 Selection of the Nations

France and the UK were selected for this research study. Both countries are among the
largest economies in Western Europe. These nations also exhibit a high level of
environmental disclosure practice. For example, according to the KPMG triennial survey,
40% and 71% of the top 100 French and UK companies disclose environmental

information respectively (KPMG, 2005, p. 10). Although there appears to be a large
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disparity between both nations, the level of disclosure in France is high compared to
reported levels in other Western European nations'? (see, for example, Adams et al., 1998;
Adams and Kuasirikun, 2000; KPMG, 2005). Based on these comparatively high levels,
corporate disclosure of environmental information is at a mature stage in these countries.
The GRI Guidelines are published in the French and English languages and is therefore

accessible to the companies of both nations.

The following sections discuss the suitability of these nations vis-a-vis the testing of the
legitimacy theory framework. The environment as a moral concern of French and UK
constituents is first discussed. In relation to the first part of the theoretical framework, the

high level of constituent scepticism in these countries is then discussed.

6.3 The Environment as a Constituent Concern in France

As outlined above, environmental disclosure practice is relatively widespread among
French companies. In accordance with legitimacy theory, management make
environmental disclosures as a response to the concerns of constituents. Therefore, this

section discusses the environment as a concern among French constituents.

In the early 1960s, the French public were largely unconcerned with environmental issues
(Szarka, 2002). After 1968 however public concern rose in relation to issues such as
nature conservation, pollution and quality of life (Szarka, 2002). By the late 1980s public
concern reached heightened levels particularly with regard to air and water pollution, waste
and global warming (Szarka, 2002). In 1989, over 90% of French people were said to be
concerned about pollution of the environment (Cole and Doherty, 1995). This increased
concern was particularly noted by FEurobarometer data which shows that French
respondents who considered the environment to be an ‘urgent and immediate issue’

increased by 21% between 1988 and 1992.

In a 2002 special Eurobarometer survey, around 60% of French respondents indicated they
were very worried about environmental issues such as air pollution and industrial disasters.

In addition, 50% of respondents indicated they were very worried about river/sea pollution,

"2 According to the KPMG survey (2005, p. 10) Germany has the next highest level of disclosure (36%),
followed by Italy (31%), Netherlands (29%) and Spain (25%).
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tap/underground water, forests and industrial waste (Eurobarometer, 2002). Although
proportions that worried about these environmental issues varied in the 2005 and 2007
surveys, on the whole, they remained around the 50% level. In the 2007 edition of the
survey, French respondents were asked how important protecting the environment was to
them personally. 79% of respondents indicated this was very important to them and a

further 20% indicated it was fairly important.

Other well accepted barometers of the spread of environmentalism are the emergence and
strength of the green social movement, membership of environmental groups, green
political parties and enactment of legislation. The green social movement was fragmented
and marginal in France. This movement had its origin in French anti-nuclearism which
contested the use of nuclear energy for civil purposes (Szarka, 2002). The anti-nuclear
movement swelled in intensity between 1971 and 1977. However, due to lack of political
reaction, and the ineffectiveness of large scale protests, the anti-nuclear sentiment never
became a mass movement in France (Szarka, 2002). The green movement in France saw
few demonstrations in the 1980s and 1990s, despite large-scale protests over this time in
relation to social security reforms, lorry drivers’ road blocks and farmers’ protests (Szarka,
2002). Although environmental concern increased from the 1980s, mobilisation on this

issue was sparse.

Membership of environmental groups can be a metric for public concern for the

environment: green activism more than doubled between 1980 and 1995 (Table 6.1).

Table 6.1 Changes in Total Membership of
Main French Groups

1980 1985 1989 1991 1995
508,000 | 860,000 | 860,000 | 921,000 1,060,500
Source: Adapted from Szarka (2002, p. 280)

As can be seen in Table 6.1, membership of environmental groups increased at its greatest
rate in the 1980s, which is the same era that widespread public concern for the
environment grew. The main groups that benefited from this growth were Conservation
and the World Wide Fund for Nature (WWF). Although similar to the national green

movement, membership of the more radical groups such as Greenpeace and Friends of the
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Earth (Amis de la Terre) was significantly dampened as a result of the failed anti-nuclear

movement of the 1980s (Szarka, 2002).

The two main green political parties in France are Les Verts and Génération Ecologie. Les
Verts was established in January 1984 and has become the leading green party in France.
Second in popularity was the Génération Ecologie which was founded in 1990. In the
parliamentary elections of 1993 both parties created an alliance and put forward candidates
throughout France. The green alliance secured a total vote of 7.6%, while the total green
vote was 10.8% (Szarka, 2002). However, the alliance failed to secure seats in the second
round parliamentary elections. This election represented the first breakthrough for green
politics in France and sympathy for the green movement rose as constituent concern with

environmental problems grew (Cole and Doherty, 1995).

In the 1997 parliamentary elections, Les Verts formed an alliance with the French socialist
party. This alliance led to the Socialists standing down in a number of constituencies in
favour of Les Verts. This led to Les Verts securing 7 seats in the first round parliamentary

elections. Consequently, in 1997 France had its first green Minster for the environment.

Further, Les Verts were also successful in the European elections where they polled around
10% of the vote in the 1989 and 1999 elections, winning 9 seats in both election years
(Szarka, 2002). The results in regional and presidential elections of the green candidates

demonstrate a steady rise in the green share of the vote.

In 2001, France mandated environmental disclosure for companies. Article 116 of the
(Nouvelles Régulations Economiques) NRE decree, made it mandatory for all quoted
French companies to include in their annual report, information on how they take into
account the environmental consequences of their activities'> (ORSE, 2004, p. 5). Article
116 contains a precise list of environmental disclosure items that quoted French companies

are required to disclose.

Based on the foregoing sections, it may be suggested there was a rise in constituent

concern for the environment. This is evident in the Eurobarometer data, rise in

" The exact requirement is : “la maniére dont elles prennent en compte les conséquences environnementales
et sociales de leur activité.”
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environmental group membership, the steady rise in green votes from the 1990s onwards
and the enactment of mandatory environmental disclosure legislation. The study therefore
argues that French constituents perceive environmental protection as a moral concern and

this concern became significant in France from the 1990s onwards.

It may be suggested from this that rising constituent concern for the environment has
created a need for French managers to make their companies environmentally legitimate.
From a legitimacy theory perspective, the foregoing provides good evidence that
environmental disclosures represent strategies of legitimation i.e. used to address the

significant environmental concerns of constituents.

6.4 The Environment as a Constituent Concern in the UK

As outlined in Section 6.2, environmental disclosure practice is relatively widespread
among UK companies. In accordance with legitimacy theory, management make
environmental disclosures as a response to the concerns of constituents. This section

discusses the environment as a concern among UK constituents.

During the 1970s, Eurobarometer data showed the British public were more concerned
about protection of the countryside and the fight against pollution than were other
Europeans (Rootes, 1995). In addition since 1974, successive national surveys have found
majorities approaching 90% in favour of further action to protect the countryside (Rootes,

1995).

Concern for the environment decreased in Britain around the 1980s. However towards the
end of the decade there was a rise in concern (Rootes, 1995). This has been attributed to a
belated recognition of global environmental issues by both public and government, a series
of well-publicised alarms about food and water safety and the impact of the development
boom of the last few years of the decade (Rootes, 1995, p. 69). This heightened public
concern for the environment was represented by Margaret Thatcher’s pro-environment
speeches in the late 1980s (Gray, 1990). There was an explosion in media coverage of
environmental matters subsequent to these speeches. Although this support varied in the

1990s, overall, popular concern for environmental issues still remained.
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In the 2002 special Eurobarometer survey, around 40% of UK respondents declared they
were very worried about environmental issues such as industrial disasters, air, sea and river
pollution, tap water and forests. In the 2005 edition of the survey, 50% of respondents
indicated they were worried about air pollution, while around 40% declared their concern
regarding water pollution and growing waste. In a more recent (2007) edition of the
survey, UK respondents were asked how important is protecting the environment to them

personally; 65% of UK respondents indicated this was very important to them and a further

29% indicated it was fairly important
Other well accepted barometers of the spread of environmentalism are the green social
movement, membership of environmental groups, green political parties and enactment of

legislation.

Table 6.2 Changes in Total Membership of

Main UK Groups
Society 1971 1981 1991 2002 2005
National Trust | 278,000 | 1,046,000 | 2,152,000 | 3,000,000 | 3,400,000
WWF 12,000 60,000 227,000 320,000 | 330,000
FOE 1,000 18,000 111,000 119,000 100,000
Greenpeace - 30,000 312,000 224,000 221,000
Total 291,000 | 1,154,000 | 2,802,000 | 3,663,000 | 4,051,000

Source: Adapted from Roots (2007, p. 195)

The 1960s and 1970s saw the emergence of the modern mass environmental movement in
the UK (Roots, 2007). Greenpeace and Friends of the Earth (FoE) were founded in the UK
in 1977 and 1971 respectively. UK membership numbers of these and other environmental
groups rose dramatically in this period (Roots, 2007). Greenpeace and FoE were most
active in the 1970s and 1980s and they experienced significant growth in this era (Roots,
2007). As can be seen in Table 6.2, membership of the environmental groups increased at

its greatest rate in the 1980s and 1990s.

It is estimated that the combined membership of all environmentalist groups in the UK
grew from 1.2 million in 1981 to nearer 2 million by early 1991 (Rootes, 1995). By 1998,
almost 20% of Britons claimed membership of one or more environmental groups (Rootes,
1995). In 2000, the combined membership of the 11 major environmental groups totalled

3.5 million (Rootes, 2007). Membership of the more radical environmental organisations
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such as Friends of the Earth and Greenpeace escalated during the 1980s due to an

increasing interest by the British public in global environmental issues.

The UK is no different to France in that environmental issues have emerged as a new
dimension to the political agenda (McGrew, 1993). The British Green Party was
established in 1973 and although it participated in national elections, it only managed to
secure a handful of seats in regional elections up to the end of the 1980s. However in
1989, the party had its first electoral success, winning almost 15% of the national vote in

the European elections (Rootes, 1995).

As a result of the upsurge in public concern for the environment, all the main political
parties have amended their policies and amplified their green credentials since the late
1980s. The Conservative government in power in 1989 announced that they would give a
higher priority to environmental issues which led to the appointment of Chris Patten as
Minister at the Department of the Environment. When Labour came to power in 1997 the

party promised to put the environment at the centre of government (Rootes, 2007).

The UK’s Department of Trade and Industry (DTI) published draft regulations for the
mandating of the Operating and Financial Review (OFR) section of the annual report in
2004. These regulations included a mandatory requirement for companies to discuss their
environmental policy and performance. In 2005 a draft Statutory Instrument (SI) to enact
these regulations was produced, however, in a speech to the Confederation of British

Industry (CBI), Chancellor Gordon Browne announced the abolishment of this SI.

Based on the foregoing sections, it can be suggested that there was a rise in constituent
concern for the environment. This is evident in the Eurobarometer data, rise in
environmental group membership and steady rise in green votes from the 1990s onwards
and attempts to mandate environmental disclosures. The study therefore argues that UK
society perceives environmental protection as a moral concern and this concern became

significant in the UK from the 1990s onwards.

It may be suggested from this that rising constituent concern for the environment has
created a need for UK managers to make their companies environmentally legitimate.

From a legitimacy theory perspective, the foregoing provides good evidence that

74



environmental disclosures represent strategies of legitimation i.e. used to address the

concerns of constituents.

In relation to the first part of the theoretical framework managers co-opt credible
institutions in their environment to counter sceptical evaluations by constituents of their
organisation’s environmental disclosures.  Therefore there is an assumption that
constituents are sceptical towards environmental disclosures. The following section
provides some evidence of constituent scepticism towards environmental disclosures of

companies in France and the UK.

6.5 Constituent Scepticism in France and the UK

It is not possible to directly ascertain the level of scepticism of constituents towards
corporate environmental disclosures. However, standard Eurobarometer surveys have
measured public trust in a range of institutions for the last decade, which provides some
indication of a sceptical public. The surveys chronicle consistent levels of distrust towards
companies among citizens. In the 2002 survey, 75% of those questioned in the UK
indicated their distrust of companies. This rose to 79% in the 2003 survey and has
remained consistent at approximately 60% for the 2004 and 2005 surveys. Between 2003
and 2006, levels of mistrust in companies among French citizens have remained
consistently high at approximately 60%. In 2005 the Eurobarometer opinion poll showed
76% of UK citizens tended not to trust big companies. Similarly for the French sample,

nearly 60% of citizens had a distrust of big companies.

In relation to environmental issues, a 2002 Eurobarometer special survey indicates that less
than 5% of French and UK respondents (2%: France; 1%: UK) trusted companies; this
result was the same for the 2005 and 2007 editions of the survey. The category
‘Publications/brochures/information ~ material’ which  would include corporate
environmental reports was cited by French and UK respondents as one of the least used
sources for information about the environment in the special surveys. Based on the
evidence presented in these surveys, it may be suggested that the majority of French and
UK society are sceptical of companies as institutions, particularly in the context of

environmental issues.
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These surveys can be taken as proxies for societal scepticism of companies and indicate an
inherent scepticism in French and UK society towards both companies and their
environmental publications. The survey evidence indicates that this is especially acute
regarding environmental performance and the provision of information about that

performance.

6.6 Constituent Trust in Non-Governmental Organisations

It was not possible to ascertain the level of perceived credibility of GRI. However, the
standard Eurobarometer surveys depict a relatively high level of trust in both the United
Nations in particular and NGOs in general. From 2002 to 2006 trust among French
citizens in the UN has remained consistently strong at over 60%. In the same period, trust

in this institution has increased from 30% to 52% among UK citizens.

In 2005 constituents in both counties had higher trust in NGOs. According to the
Eurobarometer opinion poll of that year, 74% of citizens in both countries trusted NGOs.
This would indicate that in terms of institutions, NGOs in these countries enjoy a high
level of constituent trust and consequently legitimacy than that enjoyed by companies. As
GRI is an NGO with close association to the UN, trust in these institutions is used as a
proxy for constituent trust of GRI.  From the results of the Eurobarometer data, it is
reasonable to assume that trust in GRI would be high in these countries. This suggests that

it is an appropriate institution for co-optation by companies in France and the UK.

6.7 Sample Selection and Subjects

The aim of this research study is to test if a legitimacy theory framework can be used to
examine the motivation, stakeholder accountability and harmonisation aspects regarding
use of the GRI Guidelines. As discussed in the prior section, France and the UK were
deemed to be suitable countries to test the theoretical framework. Therefore, the target
population is quoted public companies on the French and UK stock exchanges. The
sample of the study consisted of a total group of 240 French and UK stock exchange listed
companies. 120 companies were randomly selected from the top 250 companies in France
and the same number from the top 350 UK companies. Listed companies in France are

referred to as les grandes entreprises. The population was derived from national stock
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indices representing the largest companies by capitalisation in both jurisdictions. The
Société Des Bourses Financieres (SBF) 250 in France and the Financial Times Stock
Exchange (FTSE) 350 in the UK were the selected indices. These stock indices were
considered appropriate as they furnished a sufficiently broad population of quoted
companies in both jurisdictions. This concentration on publicly quoted companies is
consistent with prior research; in particular with studies of a national and international
nature (see Bebbington et al., 1994; Deegan and Rankin, 1999; Newson and Deegan, 2002;
Jaggi and Zhao, 1996; Cormier et al., 2004).

6.8 Data Collection

In order to provide data for the hypotheses of the study, information regarding the
governance structures and management systems, stakeholder consultation practices and
opinions of corporate management would have to be obtained. Consequently a

questionnaire research approach was adopted'*.

The mail questionnaire survey is not new to research concerning environmental disclosures
(see, for example, Deegan and Rankin, 1999; Bebbington et al., 1994; Cormier et al., 2004
and Wilmhurst and Frost, 2000). In order to obtain responses from a representative sample
of the total population of companies listed on the French and UK stock exchanges, a mail

questionnaire would be most effective.

. the questionnaire is an important instrument of research, a tool for data collection. The

questionnaire has a job to do: its function is measurement (Oppenheim, 2005, p. 100).

Mail questionnaires have the advantage of being able to reach respondents located in
widely dispersed addresses or in different countries (Oppenheim, 2005). They also offer
respondents anonymity and avoid the problem of interviewer bias (Pallant, 2007). For
these reasons, the mail questionnaire survey is considered a suitable approach to collect
data for this study. A weakness of mail questionnaires is the lack of opportunity to correct
misunderstanding regarding questions. To overcome this problem, the questionnaire was
pre-tested on subjects (discussed in Section 6.10). Another weakness with mail

questionnaires is the typically low response rate. To improve response rates, Oppenheim

'* A timeline for the collection of data is provided in Appendix C.
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(2005) suggests sending out reminders, perhaps after a week or two, to those who have not
returned the questionnaire and providing explicit assurances of confidentiality to subjects

(discussed in Section 6.11).

6.9 Questionnaire Design

The questionnaire had the broad caption of Corporate Environmental Reporting (or, in the
French version Questionnaire Sur Le Reporting Environmental)””. This general title was
chosen based on the assumption that managers would have a broader familiarity with the
concept of environmental disclosure practice as opposed to using the narrower concept of
the GRI Guidelines. The questionnaire used primarily closed-form questions and one
open-form question. Closed-form questions are easier and quicker for subjects to answer
(Fink, 2003). Also, Oppenheim (2005, p. 115) suggests such questions make comparisons
easy and are useful for testing specific hypotheses. Questions are measured primarily by
ordinal and nominal scales. According to Fink (2003) scales provide measures that are
more true, reliable, and comparable compared to more subjective measures. For the
attitude statements in the questionnaire, subjects expressed their level of agreement on a
five point Likert scale. Such a scale runs from 1 to 5 where 1 indicates strong
disagreement, 3 neutrality and 5 strong agreement. According to Oppenheim (2005, p.
200) Likert scales tend to have good reliability and they provide more precise information

about the respondent’s degree of agreement or disagreement.

The layout of the questionnaire was organised systematically in order to avoid confusing
respondents. The sections in the questionnaire were sequenced in a particular manner. In
the design of the questionnaire sections relating to more simple factual questions were
presented in the initial sections. Attitude statements were included in the last section of the
questionnaire. This was to ensure that when managers were considering the statements,
the earlier completed sections gave them some context and caused them to think about the
subject before giving their opinion. The final version of the questionnaire covered four
pages. The number of sections was also kept to a minimum and numbered five. The

questionnaire also had wide margins in order to permit additional comments by managers.

"> A copy of the questionnaire is provided in Appendix A.
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In order to collect data from the French population, it was necessary to translate the
English version of the questionnaire into a French language version. Experienced French

academic staff were involved in the translation process.

6.10 Pilot Work on Questionnaire

Questionnaires do not emerge fully-fledged; they have to be created or adapted, fashioned and
developed to maturity after many abortive test flights. In fact, every aspect of a survey has to be

tried out beforehand to make sure that it works as intended (Oppenheim, 2005, p. 47).

A pilot-test of the questionnaire was carried out to ensure that it was viable as a research
instrument in the collection of data. The layout of the questionnaire, the intelligibility of
the questions, question wording and sequence were tested in this process. Particular
attention was paid to the attitude statements of the questionnaire and the measurement
scales. Also emphasis was placed on consistency in questionnaire interpretation between

the English and French language versions.

The questionnaire was pilot tested on 6 selected respondents. The test respondents
comprised three native English speakers and three native French speakers. The
background of the test respondents varied. For each language, there was one academic
researcher and two people not involved in academic research'®. The average time taken to

complete the four page questionnaire was approximately 10 to 15 minutes.

The test respondents gave feedback regarding their comprehension of both the individual
questions and the questionnaire as a whole. Based on this feedback, a number of
adjustments were made to some questions. Amendments were mostly made in the French
version of the questionnaire. This was mostly to ensure consistent interpretation between

the two questionnaires, but also to improve the French translations.

The limitations of questionnaires and statistical analyses are well appreciated in the

research literature (Fink, 2003).

' Specific details for each test respondent are provided in Appendix B.
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6.11 Questionnaire Administration

The four page questionnaire was mailed out in November 2005'". A total of 240
questionnaires (120: France; 120: UK) were distributed to senior company managers of the
selected companies in France and the UK. The questionnaire was addressed to senior
company managers assigned to the key environmental role'®. A mixture of corporate
websites and databases were used to generate a mail merge data base of the target
population. The name, position and address of the senior manager was recorded. The
concentration on senior management reflected a desire to garner the opinion and attitude of
the company as a whole. Individuals holding the key environmental role operate at a
senior level and can be expected to have a wide familiarity with their company’s
operations and may thus be viewed as being able to address the issues in the questionnaire.
An envelope with a return address was included with each questionnaire together with a
letter. A cover letter indicated clearly the subject matter and included a brief synopsis of
the attached questionnaire and assured subjects of confidentiality. All questionnaires were

numbered in sequential order to allow subjects who had not responded to be followed up.

Emails and telephone numbers of the senior managers in the mail merge database were
recorded to allow for follow-up. One month after the initial mailing, follow-up contact
was made by email. This was to remind managers of the questionnaire. A soft copy of the
questionnaire was attached to the email. This email was sent to all sample companies who

had not responded after the one month date.
6.12 Measurement of Hypotheses

The objective of the questionnaire and sample is to obtain data that would enable testing of
the research hypotheses outlined in Chapter 5. Consequently the questionnaire contained
specific sections relating to the variables for the hypotheses. Characteristics about the
sample companies were also collected to test the hypotheses. The following section
explains how the questionnaire and sample company characteristics were used to measure

the variables for each hypothesis.

'7 Responsibility for administration of the questionnaire was segregated. This is discussed in Appendix B.

' No database provides details of mangers that occupy the key environmental role. To overcome this
problem, this information was obtained from the individual corporate websites of companies or their
corporate environmental reports.
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6.12.1 Institutional Perspective Hypotheses Measurement

Table 6.3 Institutional Hypotheses

Framework part Hypothesis | Description
1. Motivation
HiA Companies with low moral legitimacy are more inclined to co-
opt GRI by referring to use of the Guidelines in their
environmental disclosures, compared to companies with high
moral legitimacy, regardless of country of origin.
HIB Managers of companies with low moral legitimacy are more

favourable towards co-optation of GRI, compared to managers
of companies with high moral legitimacy, regardless of country
of origin.

For the purposes of testing H/4, the sample companies that co-opted the GRI Guidelines
had to be measured. Section Three of the questionnaire (see Appendix A) included
questions about type of Guideline usage. From this section, co-optation of the GRI

Guidelines could be measured for each country.

For the purposes of testing H/B, managerial opinions regarding the GRI Guidelines needed
to be ascertained. Section Five of the questionnaire incorporated the attitude statements.
The section contained attitude statements examining the themes: role of the GRI
Guidelines in environmental disclosure practice, institutional desirability of GRI,
applicability of the GRI Guidelines and harmonisation of environmental disclosures. From

this section, managers’ support for co-optation of the GRI Guidelines could be measured.

In respect of both H/A4 and HIB, companies with high and low moral legitimacy needed to
be measured. Industry type and company size characteristics had to be collected for each
of the sample companies. Consistent with the literature outlined in Chapter 5, size and
industry variables enabled the sample companies to be divided into high and low moral

legitimacy companies. This is discussed further in the following sections.

6.12.1.1 Size Measure

Selected companies from both stock exchanges were classified in terms of their size. Total
assets and revenue are the most widely used proxies for size in the literature (see, for
example, Newson and Deegan 2002; Patten, 2002; Cho and Patten, 2006; Neu et al., 1998).
Both have their relative merits, however revenue is the selected size variable as it has been
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found to be a more accurate proxy for company size (Deegan and Gordon, 1996; Tilt,
1997). Size data was collected from company annual reports and the OneSource Global

Business Browser.

Table 6.4 Sample by Size

< 1 billion 46 47
> 1 billion 72 66
Data not available 2 7
Total 120 120
I 7S N7
< 1 billion 38 39
> 1 billion 60 55
Data not available 2 6
Total 100 100

The UK sample ranges in turnover size from £60.2 million to £50,587 million. The mean
size of the sample companies is £1,459 million. While the French sample ranges in
turnover size from €8.8 million to €122,700 million. The mean size of the French sample
companies is €9,389 million. Most of the companies sampled tend to have a turnover of
over €/£100 million but less than €/£5 billion; the majority of companies sampled from
both jurisdictions lie within this revenue level. France and the UK have a high proportion
of multinational companies (see, for example, KPMG 2002; 2005). This is evident from
the sample where over half of the sampled companies from each jurisdiction have a
turnover at or in excess of the €/£1 billion revenue level. For the purposes of this study,
companies with revenues at or exceeding €/£1 billion were defined as large-size

companies.

6.12.1.2 Industry Measure

Selected companies were classified in terms of the environmental sensitivity of their
industry. This classification was enabled from a review of the studies that categorise
industries in terms of their environmental sensitivity in the literature (see, for example,

Adams et al., 1998; Van Staden and Hooks, 2007; Neu et al., 1998; Tilt, 1997).
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Sample companies were classified into environmentally sensitive (ES) and non
environmentally sensitive (Non ES) industries. ES industries are comprised of the
following sectors: manufacturing, waste management, oil and minerals, chemicals and
pharmaceuticals, water management and energy use. Non ES industries are comprised of
the following sectors: computer/office equipment, community services, retail/wholesale,
banking/finance, transport, communications/media, insurance, food and beverages (Tilt,

1997; Van Staden and Hooks, 2007).

The proportion of the total sample attributed to each industry classification is provided in

Table 6.5.

Table 6.5 Sample by Industry

Environmentally sensitive (ES) 34 35
Non environmentally sensitive (Non ES) 86 85
Total 120 120
I B 7
Environmentally sensitive (ES) 28 29
Non environmentally sensitive (Non ES) 72 71
Total 100 100

As can be observed from Table 6.5, companies in the Non ES industries feature
prominently in the French and UK samples. A significant proportion of French and UK
companies are affiliated to the trade and services sectors relative to the other sectors. This
can be attributed to the random method employed to choose companies and the high
proportion of IT, insurance, banks and consultancy companies listed on the French and UK
stock markets.  Once the sectors were refined to ES/Non ES, most companies sampled
tended to be in the Non ES category. Around 30% of the companies sampled from each
jurisdiction were deemed to be in the ES category. Therefore, both samples have broadly

similar profiles in terms of environmental sensitivity.
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6.12.2 Stakeholder Management Hypothesis Measurement

Table 6.6 Stakeholder Management Hypothesis

Framework part Hypothesis | Description
2. Stakeholder
Management
H2 GRI co-opting companies are similar to non GRI co-opting

companies in their failure to exercise accountability to their
stakeholders, regardless of country of origin.

In order to test H2, stakeholder accountability practices of sample companies needed to be
measured. Section Two of the questionnaire asked sample companies if they engaged in
stakeholder consultation. Also this section included questions about the regularity of
stakeholder consultations and the influence of these consultations on environmental

disclosure decisions. From this section, the stakeholder accountability practices of sample

companies could be measured.

Also for the purposes of testing H2, the sample companies that co-opted the GRI
Guidelines had to be measured. Section Three of the questionnaire included questions

about type of Guideline usage. From this section, GRI co-opting and non GRI co-opting

companies could be measured for both countries.

6.12.3 International Variation Hypotheses Measurement

Table 6.7 International Variation Hypotheses

Framework part Hypothesis | Description
3. International
Variation
H34 There is international variation in environmental disclosure

types between GRI co-opting companies with different
countries of origin.

H3B

There is international variation in environmental governance
and management structures between GRI co-opting companies
with different countries of origin.

For the purposes of testing H3A4, environmental disclosure types had to be measured.
Section Four of the questionnaire contained a taxonomy of disclosure types to elicit

information on the type of environmental information disclosed by sample companies.
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Types of environmental disclosure used in the questionnaire are replicated from the report

content section of the GRI Guidelines. These are listed in Table 6.8 below.

Table 6.8 GRI Environmental Disclosure Items

GRI

Guidelines

Reference Environmental Disclosure Type

EN1 Total materials use

EN3 Direct energy use

ENS Total water use.

EN7 Description of the major impacts on biodiversity

ENS8 Greenhouse gas emissions

EN9 Use and emissions of ozone-depleting substances

EN11 Total amount of waste

EN33 Performance of suppliers

EN14 Significant environmental impacts of principal products

ENI15 Percentage of products that is reclaimable

EN16 Fines for non-compliance with all national, sub-national, regional and local regulations
associated with environmental issues.

EN34 Significant environmental impacts of transportation used for logistical purposes.

EN35 Total environmental expenditures

Source: GRI Guidelines (2002, p. 49-51)

For the purposes of testing H3B, environmental governance and management structures
needed to be measured. Section Two of the questionnaire contained questions related to
governance structures and management systems. These types of structures and systems are
replicated from the report content section of the GRI Guidelines. These are listed in Table

6.9 below.
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Table 6.9 GRI Governance Structure and Management Systems

GRI

Guidelines

Reference Types of Governance Structures and Management Systems

3.1. Major committees under the board of directors.

34. Board-level processes for overseeing the organisation’s identification and management
environmental risks and opportunities.

3.5. Linkage between executive compensation and achievement of the organisation’s
environmental performance goals.

3.6. Key individuals responsible for oversight, implementation and audit of environmental
policies.

3.7. Mission and values statements relevant to environmental performance.

3.20. Environmental management systems.

Source: Adapted from GRI Guidelines (2002, p. 42-43)

Also for the purposes of testing H34 and H3B, the sample companies that co-opted the
GRI Guidelines had to be measured. Section Three of the questionnaire included questions
about type of Guideline usage. From this section, GRI co-opting and non GRI co-opting

companies could be measured for both countries.

6.13 Ethics and Confidentiality

This research study involves the collection of data pertaining to personal information about
human subjects. Data collected also relates to potentially sensitive information about
commercial organisations.  Consequently steps have been taken to ensure the
confidentially of the data resulting from the research. The data collected cannot be
accredited to any particular individual or organisation. Data presented in the study has
been summarised, does not contain names, initials or other identifying information.
Completed questionnaires are stored in a secure area with restricted access. In addition,
questionnaires are serially numbered both on the physical copy and in the database in order
to mask the identity of the respondent. Subjects were assured of the anonymity of their

responses.
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6.14 Data Analysis Techniques

The questionnaire predominantly gives rise to the collection of quantitative data.
Quantitative data are the result of responses to the factual questions and the attitudinal
statements. Analysis of the data and the testing of the hypotheses are conducted using the

software: Statistical Package for Social Sciences (SPSS) Version 15.0.

6.15 Summary

This chapter outlined the research design used to test the hypotheses developed in Chapter
5. France and the UK were the countries selected to enable the examination of the
hypotheses. These countries were deemed suitable because there is evidence that
environmental disclosures are made by managers as a response to constituent concerns
regarding the environment. This attests to the suitability of the countries vis-a-vis the
testing of the legitimacy theory framework. Regarding the motivation part of the
framework, there is a high level of constituent scepticism of companies in these countries
and NGO type institutions (GRI) have high level of constituent trust. This indicates that

GRI is an ideal institution for co-optation in these countries.

In the second part of the chapter, the sample of the study was discussed. The reasons for
using a mail questionnaire to collect that data of the study were outlined. The
questionnaire contained five sections and was four pages long. Pilot work on the
questionnaire was carried out by administering the questionnaire to six test respondents. In

terms of administration, the four page questionnaire was mailed out in November 2005.

In the remainder of the chapter, the measurement of the hypotheses in terms of the
questionnaire and sample companies is discussed. The motivation hypotheses were
measured by questionnaire questions and the categorisation of the sample companies into
low and high moral legitimacy companies. The stakeholder management hypothesis was
measured by stakeholder accountability questions in the questionnaire. The international
variation hypotheses were measured by questions relating to types of environmental

disclosures and governance and management structures in the questionnaire.
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The following chapter provides the details of the data analysis and results of the hypothesis

tests using the measurements outlined in the chapter.
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Chapter Seven

Empirical Results

7.1 Introduction

The purpose of the chapter is to present and discuss the results from the tests of the
hypotheses. The first section of the chapter discusses the response rates, reliability tests,
sample size, response biases and respondent demographics. The next section outlines the
results of the hypothesis tests. This section is divided into three parts based on the
perspectives of the theoretical framework. Results of the hypotheses that test the
institutional perspective are presented first. Subsequently results of the hypothesis that
tests the stakeholder management perspective are presented. Finally results of the

hypotheses that test the international variation perspective are outlined.

7.2 Questionnaire Respondents

With an actual response across both countries of 60 responses, 56 were deduced as useable
(27: France; 29: UK). This represents a total useable response rate of 23.3%. Four
responses were unusable due to return of incomplete questionnaires or companies
indicating they were not prepared to participate. This response rate compares favourably
with similar surveys of user attitudes towards environmental disclosures (see Bebbington
et al., 1994; Cormier et al, 2004; Deegan and Rankin, 1999; Jaggi and Zhao, 1996).
However, the relatively low number of responses makes definitive statistical testing
difficult; this is discussed in Section 7.2.2. This response rate breaks down to 24% for the
UK and 23% for France. The proportion of the total respondents attributed to each size

and industry classification is provided in Tables 7.1 and 7.2.

Responses were divided into two size groups based on the revenue values, as observed in
Table 7.1. For the purposes of this study, companies with revenues at or exceeding €/£1
billion were defined as large-size companies. The majority of respondents from both
countries (70%: France; 69%: UK) had revenues at or in excess of this figure. Therefore,
similar proportions of respondents from each jurisdiction were of a large-size. Also the

same proportions of French and UK respondents (30%: France; 31%: UK) had revenues
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below the €/£1 billion revenue value. These respondents were defined as small-size

companies.

Table 7.1 Response Rates by Size

<1 billion 8 9

> 1 billion 19 20
Total 27 29
<1 billion 30 31
> 1 billion 70 69
Total 100 100

Responses were also divided into two industry groups, based on extent of environmental
sensitivity (see Chapter 6), as observed in Table 7.2. There was a more even dispersion
over the industry categories among the UK respondent group relative to the French group.
Although there was a significant concentration of French respondents in Non ES
industries, this industry category featured the most prominently across both country groups

(70%: France; 55%: UK).

Table 7.2 Response Rates by Industry

Environmentally sensitive (ES)

Non environmentally sensitive (Non ES) 19 16
Total

Environmentally sensitive (ES)

Non environmentally sensitive (Non ES) 70 55
Total 100 100

7.2.1 Reliability Measure

Reliability means that the questions should consistently reflect the constructs that they are
measuring (Field, 2005). It is an indication of consistency between two measures of the
same thing (Black, 1999, p. 195). Measuring the internal consistency of questions is an
accepted measure of reliability (Black, 1999). Internal consistency is based on the

correlations between different items on the same test. It measures whether several items
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that propose to measure the same general construct produce similar scores (Pallant, 2007,
p. 95). Cronbach’s alpha coefficient is the most common measure of internal consistency.
However, this coefficient is only suitable to measure the reliability (internal consistency)
of ordinal scale questions (Field, 2005; Pallant, 2007). The reliability tests for the ordinal
scale questions used in the study (from Section Five of the questionnaire) are presented in

Table 7.3.

Table 7.3 Internal Reliability of Attitude Statements

Role of GRI Guidelines in Disclosure Practice
Companies should only partially use the GRI

Guidelines when disclosing environmental 0.774
information. 0.106

Companies should subscribe to the GRI Guidelines as
soon as possible. 0.749 0.455

The application of the GRI Guidelines to
environmental disclosure should be made mandatory 0.746 0.517

Institutional Desirability of GRI

The accounting professional bodies should provide
guidelines on the disclosure of environmental
information. 0.762 0.278

The government should provide guidelines on the
disclosure of environmental information. 0.749 0.465

Public advocacy organisations (i.e. GRI) should
provide guidelines on the disclosure of environmental

information. 0.744 0.520
Applicability of the GRI Guidelines

Guidelines are too detailed to incorporate fully into

the environmental disclosure process 0.760 0.308
Guidelines are not relevant to my industry. 0.774 0.130
Guidelines should permit companies not to disclose

certain environmental information. 0.751 0.479
Harmonisation

Environmental disclosure should suit the
circumstances of individual companies. 0.780 0.010

Environmental disclosure should be uniform for all
companies and countries. 0.750 0.450

Ideally, the Cronbach’s Alpha coefficient should be above .7 (Pallant, 2007, p. 95). All of
the coefficient results in Table 7.3 are above .7 which provides some indication that the

scale questions are reliable. The ‘corrected item total correlation’ column shows the
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correlated score of each specific question with the total score of the other questions that
measure the construct. All questions are positively correlated which indicates internal

consistency with the other questions in the constructs.

7.2.2 Small Sample Size

The sample size of this study is small (27: France; 29: UK). Statistical significance is
heavily influenced by sample size. Follow up emails were sent in an attempt to obtain a
larger sample size. However, due to financial, time and other constraints, the response rate
could not be increased further. Studies that contain small sample sizes suffer from some
limitations. For example, smaller sample sizes have a greater chance of non-significant
results, all other things being equal. Also such a sample may not be strong enough to
provide optimal confidence over the results. Significant small signals may go undetected.
Notwithstanding the small sample size, appropriate statistical procedures were used to test
the hypotheses. The findings are therefore best viewed as indicative while noting that the

sample is reasonably well matched in terms of a comparison of French and UK companies.

7.2.3 Statistical Method

As a result of the relatively small number of responses, it was deemed appropriate to
analyse the questionnaire data with non-parametrical statistical methods. These methods
are better suited to dealing with small samples. Such statistical methods require less
restrictive assumptions about the level of data measurement and fewer assumptions about
the form of the probability distributions generating the sample data (Anderson, D., ef al.,
1999, p. 805). They are also better suited to data measured with nominal and ordinal

scales (Pallant, 2007).

7.2.4 Non-Response Bias

Since the total population identified did not respond, there is, as with all survey
questionnaires, an issue relating to how representative the total sample is. A contributing
factor is the risk of bias among the respondent sample and tests for non-response bias were
conducted to identify if any existed. The early-late hypothesis test was used which infers

that late returns are often similar to non-responses. The responses from the initial mailing
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were compared to the responses received from the follow-up email for the major questions

in the survey.

The Mann-Whitney U test was used to compare responses to questions producing ordinal
data (Likert scores). This non-parametric test is used to determine if there is a difference
between two populations, in this case the early respondents and the late respondents. In all
cases, the null hypothesis that the sample came from the same population distribution

could not be rejected at the 0.05 per cent level of significance.

Following the Mann-Whitney U test, responses to the close-ended dichotomous (yes/no)
questions producing nominal data were tested using the chi-square test of independence.
In almost all cases, the tests for non-response bias were satisfactory at the 0.05 per cent
level of significance. Questions on GRI Guideline usage were also tested using the chi-

square test and all tests were satisfactory at the 0.05 level of significance.

7.2.5 Size/Industry Bias

The possibility of a size or industry response bias was also explored to ascertain if the
overall responses reflect the characteristics of the population of the SBF 250 and the FTSE
350 companies. A Mann-Whitney U test was used to compare all respondents with all

non-respondents to test for a size or industry bias.

An industry bias was found to exist for the UK respondent group when broken down into
ES and Non ES industries. It was found that respondents of ES industries were more likely
to respond at the 0.05 level of significance. No industry bias was found for the French
respondent group. Results comparing UK respondents of ES companies must be
interpreted with caution. The UK results, however, are statistically similar to the French
results. A Mann-Whitney U test was performed to test for a size bias among both country

samples. No bias was found to exist at the 0.05 level of significance

7.2.6 Respondent Demographics

This section provides a brief outline of the key demographic details of the questionnaire

respondents. Details related to gender, age and education are presented in Table 7.4. The

93



majority of the respondents were male (70%: France; 69%: UK) and had an average age of
45 (46: France; 44: UK). From an educational standpoint, the majority of respondents held
a postgraduate degree (70%: France; 59%: UK)

Table 7.4 Gender, Age and Education

Male 70 19 69 20
Female 30 8 31 9
Total 100 27 100 29
Meanage | . | 4 | - | 4

Cert/Diploma 4 1 3

Undergraduate degree 15 4 28 8
Postgraduate degree 70 19 59 17
PhD 11 3 10 3
Total 100 27 100 29

Details related to company seniority and position are presented in Table 7.5.

Table 7.5 Company Seniority and Position

Board member 4 1 4 1
Senior management

Member 96 26 96 28
Total 100 27 100 29

S Y R —

Director 56 15 20 6
Department Head 22 6 24 7
Manager 7 2 34 10
Other 15 4 22 6
Total 100 27 100 29

In relation to their role in the company, 96% of respondents from both country groups
indicated they were a member of their company’s senior management. Over half (56%) of
the French respondents held the senior position of director, usually in the sustainable
development area, this is commonly referred to as ‘Directeur du Développement Durable’
in France. Conversely, only 20% of the UK respondents held director positions. The next

most popular position to feature among both country groups was department head (22%:
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France; 24%: UK). While 34% of UK respondents held the position of group
environmental manager, only 7% of the French group held a similar position. There were
no other significant position titles for the remainder of the French and UK respondents.

The equivalent term of ‘Directeur du Développement Durable’ (Director of Sustainable
Development) for the UK is director of either ‘health, safety & environment’ or ‘corporate

2

social responsibility.” Sustainable development is the preferred term in France, rather than

the UK term of social responsibility which has different cultural and linguistic meaning in

France (Antal and Sobczak, 2007).

7.3 Tests of Hypotheses

The hypotheses developed in Chapter 5 are:

Table 7.6 Summary of Hypotheses

Framework part Hypothesis | Description
1. Institutional
Perspective

HiA Companies with low moral legitimacy are more inclined to co-
opt GRI by referring to use of the Guidelines in their
environmental disclosures, compared to companies with high
moral legitimacy, regardless of country of origin.

HiB Managers of companies with low moral legitimacy are more
favourable towards co-optation of GRI, compared to mangers
of companies with high moral legitimacy, regardless of country
or origin

2. Stakeholder
Management
Perspective

H2 GRI co-opting companies are similar to non GRI co-opting
companies in their failure to exercise accountability to their
stakeholders, regardless of country or origin.

3. International
Variation
Perspective

H34 There is international variation in environmental disclosure
types between GRI co-opting companies with different
countries of origin

H3B There is international variation in environmental governance
and management structures between GRI co-opting companies
with different countries of origin.
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The main findings of the study are presented in this section and are organised in the order
of the hypothesis listed above. The results for the hypotheses that test the institutional

perspective of the theoretical framework are discussed first.

7.4 Institutional Perspective

The institutional perspective of the theoretical framework investigates the motivation for
companies to refer to use of the GRI Guidelines in their disclosures. Two hypotheses
(HIA and HIB) were formulated to test the institutional perspective. The descriptive
statistics at the country level are presented in Section 7.4.1. This is followed by the results

that test HIA and H1B in Sections 7.4.2 and 7.4.3.

7.4.1 Country Level Results

Table 7.7 GRI Guideline Usage by French and UK Listed Companies

Reference to GRI Guidelines in
disclosures (Co-optation) 63 17 57 16 0.660 0.194

In Section Three of the Questionnaire, respondents were asked to indicate whether or not
they referred to the Guidelines (co-optation). Respondents who indicated they referred to
use of the GRI Guidelines were checked for accuracy by searching the online GRI
reporters’ database (GRI) and verifying claims to annual and stand-alone reports. This
database consists of companies whose reports contain a reference to the GRI Guidelines.
In the majority of cases no differences emerged between the responses and database
searches. Respondents who indicated no use of the Guidelines were also checked to verify

their absence from the database.

The figures presented in Table 7.7 refer to the percentages and numbers of responding
companies by country. These county level results are subject to comments made earlier
about sample size. As in Table 7.7, usage was found to be relatively common in both
countries (63%: France; 57%: UK). A chi-square test was performed to determine whether
there was any difference in the extent of reference to use of the Guidelines by the French

and UK groups. No significant difference in usage between the countries was found.
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In highly sceptical societies where moral legitimation procedures (environmental
disclosures) are at a mature level, the above results suggest a prima facie expectation that
levels of reference to the GRI Guidelines in disclosures would be high.

The higher level of reference by French respondents may be indicative of that part of the
Nouvelles Régulations Economiques (NRE) decree which mandates environmental
disclosure in France and was applicable for French companies from 2002 onwards. It may
be that French companies are using the Guidelines as a tool to help them to secure
compliance with this part of the decree, as there is significant overlap between the
environmental disclosure items of the Guidelines and those of the decree (ORSE, 2004).

The results for the test of H/A4 are presented in the following section.

7.4.2 Testof HIA

Co-optation of the GRI Guidelines is analysed by industry type for each country in Tables
7.8 and 7.9.

Table 7.8 GRI Guideline Usage by UK Industry Groups

Reference to GRI Guidelines in
disclosures (Co-optation) 46 6 67 10 0.445

Proportion of respondents by industry group

As observed in Table 7.8, a lower proportion (46%) of UK respondents in ES industries
referred to use of the GRI Guidelines in their disclosures (co-optation) compared to
respondents in Non ES industries (67%). A Fisher’s Exact test statistic was conducted to
determine if there was a statistically significant difference between UK ES and Non-ES
industries, however no significant difference was found. This indicates that UK companies
in ES industries may not be significantly more inclined to refer to use of the Guidelines in

their disclosures.

Table 7.9 GRI Guideline Usage by French Industry Groups

Reference to GRI Guidelines in
disclosures (Co-optation) 88 7 53 10 0.190

Proportion of respondents by industry group
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As can be seen from Table 7.9 (See also Table 7.2), there are more French respondents in
ES industries (88%) that co-opt GRI, compared to the respondents in Non ES industries
(53%). A Fisher’s Exact test was conducted to determine if there was a significant
difference between the French industry groups in relation to references to the GRI
Guidelines. The result suggests that French companies in ES industries may not be
significantly more inclined to refer to use of the Guidelines in their disclosures compared

to companies in Non ES industries.

It may be suggested from these results that companies of French and UK ES industries are

not statistically more inclined to co-opt GRI, compared to companies of Non ES industries.

Co-optation of GRI is analysed by company size for each country in Tables 7.10 and 7.11.

Table 7.10 GRI Guideline Usage by UK Size Groups

Reference to GRI Guidelines in
disclosures (Co-optation) 13 1 75 15 0.004

Proportion of respondents by size group

The results reported in Table 7.10 indicate that 75% of the large size group, referred to use
of the GRI Guidelines in their disclosures. Although not reported here, the majority of
these companies (80%) had revenues exceeding £5 billion. Notably, only 13% of the small
size companies referred to the Guidelines. Thus, it was predominantly large-size

companies that co-opted GRIL

To test if there is a significant difference between UK revenue groups in relation to extent
of references to the Guidelines, a Fisher’s Exact test is computed. The statistic is
significant (Fisher’s Exact test: p<0.0/) which indicates that reference to the Guidelines
may be significantly higher among large-size companies relative to the small-size

companies.
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Table 7.11 GRI Guideline Usage by French Size Groups

Reference to GRI Guidelines in
disclosures (Co-optation) 25 2 79 15 0.025

Proportion of respondents by size group

Similar to the UK results, Table 7.11 shows that 79% of the large size group referred to use
of the Guidelines in their disclosures. Although not reported here, half of these companies
(50%) had revenues exceeding €5 billion. Notably, only 25% of small-size companies
referred to the Guidelines. Thus, of all the French responses, it is predominantly large-size

companies that referred to the Guidelines in disclosures.

A Fisher’s Exact test was performed to test for a significant relationship between French
large-size companies and extent of references to the Guidelines. The statistic was
significant (Fisher’s Exact test: p<(0.05) which indicates large-size companies may be
significantly more likely to refer to use of the Guidelines in disclosures relative to small

size companies.

The results of Tables 7.10 and 7.11, suggest that French and UK large size companies are

statistically more inclined to co-opt GRI, compared to small size companies.

In summation, these results suggest that there may not be support for the hypothesis (H/A4)
that companies with low moral legitimacy are more inclined to co-opt GRI by referring to
use of the Guidelines in their environmental disclosures, compared to companies with high
moral legitimacy, regardless of country or origin. The rejection of this hypothesis is
tentative due to the small sample size. The results for the test of H/B are presented in the

following section.

7.4.3 Test of HIB

Managerial awareness of the GRI Guidelines is examined first. Subsequently the opinion
of managers regarding co-optation of GRI is examined. Managerial attitudes regarding co-
optation were examined by a set of attitude statements around key related themes. These

themes and their relevant sections are:

99



7.4.3.2 Role of the GRI Guidelines in Disclosure Practice
7.4.3.3 Institutional Desirability of GRI
7.4.3.4 Applicability of the GRI Guidelines

7.4.3.5 Harmonisation

The levels of agreement with the specific statements that comprise these themes are used to

provide an indication of the level of support for HIB.

7.4.3.1 Managerial Awareness of the GRI Guidelines

In Section Three of the questionnaire, managers were asked to record their level of

awareness on a five point scale of 1 (not aware) to 5 (fully aware). The average level of

awareness for each country group is presented in Table 7.12.

Table 7.12 Awareness of GRI Guidelines

Senior manager awareness of GRI Guidelines 2.92 26 3.00 28

Note: The response scale is Fully aware = 5,
Greatly aware = 4, Moderately aware = 3, Slightly aware = 2, Not aware = 1.

Awareness of the Guidelines was broadly homogenous across both French and UK
respondent groups. The average score is greater than 2 but does not exceed 3 for either
country. Thus, it would appear that managers’ awareness of the GRI Guidelines might be
“moderate”. A Mann-Whitney U test was conducted to determine if there was a
statistically significant difference in levels of awareness between French and UK
respondents. The statistic was not significant which indicates managers of both countries

may have the same level of awareness.

When the results in Table 7.12 are analysed by company-size and industry type i.e. moral
legitimacy attributes, some variation in awareness of the GRI Guidelines is detected
between the different groups. With respect to company-size, higher levels of awareness
were recorded by French and UK respondents of the large-size companies (3.50: France;
3.30: UK) compared to the small size companies. When evaluated by industry type, it was
found that French and UK respondents of ES industries had the highest level of awareness
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(3.38: France; 3.31: UK). The Non ES industries of both countries recorded lower scores

(2.73: UK; 2.72: France).

The different awareness scores between the size and industry groups for each country were
tested for statistical significance using the Mann-Whitney U test. No significant difference

was found in relation to either country.

On an overall basis, awareness of the GRI Guidelines appears to be “moderate” and the
results indicate that this is consistent across both country groups. However, the results also
indicate that awareness may be higher among managers of French and UK companies with
low moral legitimacy attributes. Results for levels of awareness are qualified by the small

sample size.

7.4.3.2 Role of GRI Guidelines in Disclosure Practice

In Section Five of the questionnaire, managers were asked to rate their level of agreement
with attitude statements related to the role of the GRI Guidelines in disclosure practice.
Results are presented and analysed by industry type for each country in Table 7.13 and
7.14.

Table 7.13 Differences in Mean Scores by UK Industry Groups

1. Companies should only partially use the GRI
Guidelines when disclosing environmental information. 2.92 13 2.53 15 0.467

2. Companies should subscribe to the GRI Guidelines as
soon as possible. 2.23 13 2.69 16 0.374

3. The application of the GRI Guidelines to
environmental disclosure should be made mandatory 1.46 13 1.94 16 0.503

Note: The response scale is Strongly Agree =5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

The average mean responses of UK managers in ES industries were predominantly
negative regarding the role of the GRI Guidelines in environmental disclosure practice.
UK managers had, on average, a neutral view (mean score of 2.92) regarding the
suggestion that companies should only partially use the GRI Guidelines (Statement 1).

Managers of the group indicated, on average, disagreement (mean score of 2.23) with the
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suggestion that companies should subscribe to the GRI Guidelines as soon as possible
(Statement 2). These managers showed strong disagreement (mean score of 1.46) with the
notion that the GRI Guidelines should be made mandatory (Statement 3). A Mann
Whitney U test found no significant difference in attitudes between managers of ES and
Non ES industries. These results suggest that UK managers of ES industries, do not, on
average, show support for a role for the GRI Guidelines in environmental disclosure

practice.

Table 7.14 Differences in Mean Scores by French Industry Groups

1. Companies should only partially use the GRI
Guidelines when disclosing environmental information. 2.63 8 3.06 17 0.549

2. Companies should subscribe to the GRI Guidelines as
soon as possible. 3.13 8 2.82 17 0.315

3. The application of the GRI Guidelines to
environmental disclosure should be made mandatory 1.50 8 2.18 17 0.066

Note: The response scale is Strongly Agree =5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

As observed in Table 7.14, the French managers of ES industries gave a response of 2.63
for Statement 1, indicating their neutral view towards the suggestion that companies should
partially use the GRI. Managers in this group gave a neutral rating (mean score of 3.13) to
the idea that companies should subscribe to the GRI as soon as possible (Statement 2).
They displayed disagreement (mean score of 1.50) towards the notion that the application
of the GRI Guidelines should be made mandatory (Statement 3). A Mann Whitney U test
indicated that managers of ES industries did not exhibit a significantly different attitude
relative to managers of Non ES industries for these statements. Therefore French
managers of ES industries may be seen, on average, not to show support for a role for the

GRI Guidelines in environmental disclosure practice.

Results in Tables 7.13 and 7.14 suggest that managers of both the French and UK ES
industries are not in favour of a role for the GRI Guidelines in environmental disclosure
practice. In relation to these attitude statements, a Mann-Whitney U test indicated that

French and UK managers of ES industries have similar views.

These statements are presented and analysed by company size for each country in Table
7.15 and 7.16.
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Table 7.15 Differences in Mean Scores by UK Size Groups

1. Companies should only partially use the GRI
Guidelines when disclosing environmental information. 2.56 9 2.79 19 0.699

2. Companies should subscribe to the GRI Guidelines as
soon as possible. 2.00 9 2.70 20 0.183

3. The application of the GRI Guidelines to
environmental disclosure should be made mandatory 2.00 9 1.60 20 0.594

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

The mean scores in Table 7.15 indicate that UK managers of large-size companies did not
have strong feelings regarding the role of the GRI Guidelines in environmental disclosure
practice. Managers were moderately averse (mean score of 2.79) to the notion that
companies should only partially use the GRI Guidelines (Statement 1). They indicated
they were somewhat averse (mean score of 2.70) regarding the idea that companies should
subscribe to the GRI as soon as possible (Statement 2). Similarly, managers of the large-
size group disagreed (mean score of 1.60) with the notion that the application of the GRI
Guidelines should be made mandatory (Statement 3). A Mann-Whitney U test indicated
that UK managers of large-size companies did not exhibit a statistically significantly
different attitude relative to managers of small-size companies in relation to these

statements.

Table 7.16 Differences in Mean Scores by French Size Groups

1. Companies should only partially use the GRI
Guidelines when disclosing environmental information. 2.88 8 2.94 17 0.798

2. Companies should subscribe to the GRI Guidelines as
soon as possible. 2.75 8 3.00 17 0.440

3. The application of the GRI Guidelines to
environmental disclosure should be made mandatory 2.50 8 1.71 17 0.086

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

As can be seen from Table 7.16, the mean responses of the French managers in large-size
companies suggest little agreement with any of the attitude statements. Managers of this
group were neutral (mean score of 2.94) regarding the suggestion that companies should
only partially use the GRI Guidelines (Statement 1). Similarly, they were neutral (mean
score of 3.00) towards the idea that companies should subscribe to the GRI Guidelines
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(Statement 2). The group disagreed (mean score of 1.71) with the notion that the GRI
Guidelines should be made mandatory. A Mann-Whitney U test did not find that French
managers of large-size companies had statistically significantly different opinions relative
to the small-size companies regarding the three statements. These results suggest that
French managers of large-size companies do not, on average, show support for a role for

the GRI Guidelines in environmental disclosure practice.

Results in Tables 7.15 — 7.16 reveal that managers of both French and UK large-size
groups may not be in favour of a role for the GRI Guidelines in environmental disclosure
practice. In relation to these attitude statements, a Mann-Whitney U test indicated that
there was no statistically significant difference in the views of French and UK large-size

companies.

The results in this section suggest that managers of both French and UK companies with
low moral legitimacy attributes may not be in favour of a role for the GRI Guidelines in

environmental disclosure practice.
7.4.3.3 Institutional Desirability of GRI
In Section Five of the questionnaire, managers were asked to rate their level of agreement

with attitude statements related to institutional desirability of GRI. Results are presented

and analysed by industry type for each country in Tables 7.17 — 7.18.

Table 7.17 Differences in Mean Scores by UK Industry Groups

4. The accounting professional bodies should provide

guidelines on the disclosure of environmental
information. 2.77 13 2.94 16 0.714

5. The government should provide guidelines on the
disclosure of environmental information. 285 13 3.63 16 0.075

6. Public advocacy organisations (i.e. GRI) should
provide guidelines on the disclosure of environmental
information. 2.85 13 3.31 16 0.398

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

The mean responses of UK managers in ES industries were predominantly neutral

regarding guidelines from these types of institutions. Managers of this group were neutral

104



(mean score of 2.85) towards the suggestion that GRI type institutions (public advocacy
organisations) should provide guidelines on the disclosure of environmental information
(Statement 6). Also, they gave no support (mean scores of 2.85 and 2.77) to the notion that
the government or accounting professional bodies should issue guidelines (Statements 5
and 4). Based on the above scores, UK managers of ES industries exhibited no preference
for guidelines to be provided by GRI type institutions. A Mann Whitney U test found no
statistically significant difference in attitudes between UK managers of ES and Non ES

industries.

Table 7.18 Differences in Mean Scores by French Industry Groups

4. The accounting professional bodies should provide
guidelines on the disclosure of environmental

information. 2.50 8 3.24 17 0.194
5. The government should provide guidelines on the
disclosure of environmental information. 3.25 8 3.00 17 0.754

6. Public advocacy organisations (i.e. GRI) should
provide guidelines on the disclosure of environmental
information. 3.13 8 3.47 17 0.588

Note: The response scale is Strongly Agree =5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

Responses of French managers in ES industries also indicated a broadly neutral attitude on
these statements. Managers of this industry type were, on average, neutral (mean scores of
3.13 and 2.50) towards GRI type institutions (public advocacy organisations) or accounting
professional bodies providing guidelines (Statements 6 and 4). The group recorded its
highest level of agreement (mean score of 3.25) with the suggestion that the government
should provide guidelines on the disclosure of environmental information (Statement 5).
Based on the above scores, French managers of ES industries appeared to have no
preference for guidelines from GRI type institutions. A Mann Whitney U found no

significant difference in attitudes between French managers of ES and Non ES industries.

Results in Tables 7.17 — 7.18 reveal that managers of both the French and UK ES
industries may not be in favour of guidelines from any of the institution types. In relation
to these attitude statements, a Mann-Whitney U test indicated that French and UK
managers of ES industries held similar views. Overall these findings suggest that
regardless of country of origin, companies in ES industries do not think that these

institution types should provide guidelines on the disclosure of environmental information.
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These statements are presented and analysed by company size for each country in Table
7.19 and 7.20.

Table 7.19 Differences in Mean Scores by UK Size Groups

4. The accounting professional bodies should provide
guidelines on the disclosure of environmental

information. 3.22 9 2.70 20 0.340

5. The government should provide guidelines on the
disclosure of environmental information. 3.89 9 3.00 20 0.069

6. Public advocacy organisations (i.e. GRI) should
provide guidelines on the disclosure of environmental

information. 2.44 9 3.40 20 0.062

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

As can be seen from Table 7.19, the views of the managers of UK large-size companies
were, on average, neutral (mean scores of 3.00 and 2.70) regarding the suggestions that the
government or accounting professional bodies should provide guidelines for the disclosure
of environmental information (Statements 5 and 4). Managers of this group indicated
moderate agreement (mean score of 3.40) with the notion that GRI type institutions (public
advocacy organisations) should provide guidelines (Statement 6). Mann-Whitney U tests
did not find that managers of large-size companies have significantly different views

relative to small size companies at the 0.05 level of significance.

Table 7.20 Differences in Mean Scores by French Size Groups

4. The accounting professional bodies should provide
guidelines on the disclosure of environmental

information. 3.13 8 2.94 17 0.798
5. The government should provide guidelines on the
disclosure of environmental information. 3.63 8 2.82 17 0.110

6. Public advocacy organisations (i.e. GRI) should
provide guidelines on the disclosure of environmental
information. 3.88 8 3.12 17 0.086

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

As can be seen from Table 7.20, managers of French large-size companies are broadly
neutral regarding guidelines from these types of institutions. Managers of large-size
companies were neutral (mean scores of 2.82 and 2.94) towards the notion that the

government or accounting bodies should issue guidelines (Statements 5 and 4). Although

106



managers of this group recorded a higher score (mean score of 3.12) for the suggestion that
GRI type institutions should issue guidelines, they only had a neutral opinion on this.
Based on the scores above, managers of large size companies do not appear to have a
preference for guidelines from GRI type institutions (public advocacy organisations). A
Mann-Whitney U test was not significant for any of the three statements in Table 7.20,
indicating the attitudes of the French managers of large-size companies did not
significantly differ relative to the small-size companies in relation to the institutional

desirability of GRIL.

Results in Tables 7.19 — 7.20 reveal that respondents of both the French and UK large-size
companies do not favour guidelines from any of the institution types. In relation to these
attitude statements, a Mann-Whitney U test indicated that French and UK managers of
large-size companies held the same views. This suggests that regardless of country or
origin, managers of large-size companies do not think that these institution types should

provide guidelines on the disclosure of environmental information.

Subject to sample size, the results indicate that managers of both French and UK
companies with low moral legitimacy do not favour institutions providing guidelines for

environmental disclosures.

7.4.3.4 Applicability of the GRI Guidelines

In Section Five of the questionnaire, managers were asked to rate their level of agreement

with attitude statements related to applicability of the GRI Guidelines. Results are
presented and analysed by industry type for each country in Tables 7.21 — 7.22.

Table 7.21 Differences in Mean Scores by UK Industry Groups

7. Guidelines are too detailed to incorporate fully into
the environmental disclosure process 3.85 13 3.40 15 0.294

8. Guidelines are not relevant to my industry. 2.77 13 2.69 16 0.948

9. Guidelines should permit companies not to disclose
certain environmental information. 3.83 12 3.38 16 0.205

Note: The response scale is Strongly Agree =5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.
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UK managers of ES industries expressed agreement (mean score of 3.85) with the
suggestion that current guidelines are too detailed for full incorporation into the
environmental disclosure process (Statement 7). Likewise managers of this group showed
some agreement (mean score of 3.38) with the notion that guidelines should permit
companies not to disclose environmental information (Statement 9). They were, on
average, neutral (mean score of 2.69) to the suggestion that current guidelines are not

relevant to their industry (Statement 8).

Mann Whitney U tests revealed no significant difference in opinions between managers of
ES and Non ES industries in relation to these statements. These results suggest that UK
managers of ES industries companies do not, on average, consider the GRI Guidelines to

be applicable.

Table 7.22 Differences in Mean Scores by French Industry Groups

7. Guidelines are too detailed to incorporate fully into
the environmental disclosure process 3.88 8 3.76 17 0.754

8. Guidelines are not relevant to my industry. 2.88 8 3.76 17 0.124

9. Guidelines should permit companies not to disclose
certain environmental information. 2.75 4 3.31 13 0.245

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

French managers of ES industries agreed (mean score of 3.88) with the idea that current
guidelines are too detailed to incorporate fully into the environmental disclosure process
(Statement 7). However, managers of this group were neutral (mean score of 2.88) to the
notion that current guidelines are not relevant to their industry (Statement §). Similarly,
they had a neutral attitude (mean score of 2.75) concerning the idea that guidelines should

permit companies not to disclose certain environmental information (Statement 9).

Mann Whitney U tests found no significant difference in attitudes between French
managers of ES and Non ES industries. These results suggest that, French managers of ES

industries do not, on average, consider the GRI Guidelines to be applicable.

Results in Tables 7.21 — 7.22 reveal that respondents of both the French and UK ES
industries may not view the GRI Guidelines as applicable. A Mann-Whitney U test
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indicated that French and UK managers of ES industries held the same views. This
indicates that regardless of country of origin, managers of companies in ES industries may

not view the GRI Guidelines as applicable.

These statements are presented and analysed by company size for each country in Table
7.23 and 7.24.

Table 7.23 Differences in Mean Scores by UK Size Groups

7. Guidelines are too detailed to incorporate fully into
the environmental disclosure process 3.63 8 3.60 20 0.980

9. Guidelines should permit companies not to disclose
certain environmental information. 3.25 8 3.70 20 0.237

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

Managers of this group expressed moderate agreement (mean score of 3.60) with the view
that current guidelines are too detailed in incorporate fully into the disclosure process
(Statement 7). They also displayed agreement (mean score of 3.70) with the notion that
guidelines should permit companies not to disclose certain environmental information
(Statement 9). Mann-Whitney U tests did not find any statistically significant differences

between the agreement scores of UK managers of large-size and small-size companies.

Table 7.24 Differences in Mean Scores by French Size Groups

7. Guidelines are too detailed to incorporate fully into
the environmental disclosure process 3.38 8 4.00 17 0.110

9. Guidelines should permit companies not to disclose
certain environmental information. 3.14 7 3.20 10 0.962

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

As can be seen from Table 7.24, managers of French large-size companies expressed
agreement (mean score of 4.00) regarding the idea that current guidelines are too detailed
to incorporate fully into the environmental disclosure process (Statement 7). In relation to
the notion that guidelines should permit companies not to disclose certain environmental
information (Statement 9), managers expressed a neutral attitude (mean score of 3.20). A

Mann-Whitney U test was not significant for either statement, indicating the attitudes of
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the managers of large-size companies did not significantly differ relative to the managers

of small-size companies in relation to applicability of the GRI Guidelines.

Results in Tables 7.23 — 7.24 reveal that managers of both the French and UK large-size
companies may not view the GRI Guidelines as applicable. In relation to these statements,
a Mann-Whitney U test indicated that French and UK managers of large-size companies
held similar views. This indicates that regardless of country of origin, managers of large-

size companies may not view the GRI Guidelines as applicable.

The results indicate that managers of both French and UK companies with low moral

legitimacy attributes may not regard the GRI Guidelines as applicable.
7.4.3.5 Harmonisation

In Section Five of the questionnaire, managers were asked to rate their level of agreement
with attitude statements related to harmonisation. Results are presented and analysed by

industry type for each country in Tables 7.25 — 7.26.

Table 7.25 Differences in Mean Scores by UK Industry Groups

10. Environmental disclosure should suit the
circumstances of individual companies. 4.00 12 4.13 16 0.732

11. Environmental disclosure should be uniform for all
companies and countries. 1.67 12 2.44 16 0.159

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

As observed in Table 7.25, UK managers of ES industries do not agree with harmonisation
of environmental disclosures. Managers expressed agreement (mean score of 4.00) with
the suggestion that environmental disclosures should suit the circumstances of individual
companies (Statement 10). The respondents of this group also indicated strong
disagreement (mean score of 1.67) with the notion that environmental disclosures should
be uniform for all companies and countries (Statement 11). Mann Whitney U tests
indicated that views between UK managers of ES and Non ES industries did not differ
significantly in relation to these statements. Overall, UK managers of ES industries may

not, on average agree with harmonisation initiatives.
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Table 7.26 Differences in Mean Scores by French Industry Groups

10. Environmental disclosure should suit the
circumstances of individual companies. 4.14 7 4.00 17 0.318

11. Environmental disclosure should be uniform for all
companies and countries. 275 ] 247 17 0.669

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

As observed in Table 7.26, French managers of ES industries expressed agreement (mean
score of 4.14) with the suggestion that environmental disclosures should suit the
circumstances of individual companies (Statement 10). Managers of this group had a
neutral attitude (mean score of 2.75) regarding the suggestion that environmental
disclosures should be uniform for all companies and countries (Statement 11). Mann
Whitney U statistics indicated no significant difference between the views of managers of
ES and Non ES industries in relation to the harmonisation of environmental disclosure.
Therefore, French managers of ES industries may not, on average, show support regarding

harmonisation.

Results in Tables 7.25 — 7.26 suggest that managers of both the French and UK managers
of ES industries do not agree with harmonisation of environmental disclosures across
companies and countries. In relation to these attitude statements, a Mann-Whitney U test
indicated that French and UK managers of ES industries held similar views. The findings
suggest that regardless of country of origin, managers of ES industries may not be in

favour of the harmonisation of environmental disclosures.

These statements are presented and analysed by company size for each country in Table

7.27 and 7.28.

Table 7.27 Differences in Mean Scores by UK Size Groups

10. Environmental disclosure should suit the
circumstances of individual companies 4.25 8 4.00 20 0.672

11. Environmental disclosure should be uniform for all
companies and countries 2.13 8 2.10 20 0.823

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.
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As can be seen from Table 7.27, UK managers of large-size companies agreed (mean score
of 4.00) with the suggestion that environmental disclosures should suit the circumstances
of individual companies (Statement 10). Managers of this group also indicated
disagreement (mean score of 2.10) with the view that environmental disclosures should be
uniform for all companies and countries (Statement 11). Mann-Whitney U tests indicated
that there is no statistically significant difference between the views of managers of large

and small-size companies in relation to harmonisation of environmental disclosures.

Table 7.28 Differences in Mean Scores by French Size Groups

10. Environmental disclosure should suit the
circumstances of individual companies 3.88 8 4.13 16 0.490

11. Environmental disclosure should be uniform for all
companies and countries 2.88 8 2.41 17 0.588

Note: The response scale is Strongly Agree = 5, Agree = 4, Neutral = 3, Disagree = 2, Strongly Disagree = 1.

French managers of large-size companies indicated agreement (mean score of 4.13) with
the suggestion that environmental disclosures should suit the circumstances of individual
companies (Statement 10). They also showed moderate disagreement (mean score 2.41)
with the suggestion that environmental disclosures should be uniform for all companies
and countries (Statement 11). As indicated in Table 7.28, Mann-Whitney U tests indicate
no significant difference between the views of managers of large and small-size companies

in relation to the harmonisation of environmental disclosures.

Results Tables 7.27 — 7.28 suggest that managers of both the French and UK large-size
companies do not agree with the harmonisation of environmental disclosures across
companies and countries. In relation to these attitude statements, a Mann-Whitney U test
indicated that French and UK managers held similar views. This indicates that regardless
of country of origin, managers of companies in large-size companies may not be in favour

of the harmonisation of environmental disclosures.
The results indicate that managers of both French and UK companies with low moral

legitimacy attributes may be opposed to the harmonisation of environmental disclosures

across companies and countries.
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In summation, key themes related to the Guidelines were examined in order to test if
managers favoured'’co-optation of GRI through use of the Guidelines. Firstly, the results
indicated that French and UK managers of companies with low moral legitimacy may not
be in favour of a role for the Guidelines in environmental disclosure practice. Secondly, it
was found that French and UK managers of companies may not desire guidelines from
institutions such as GRI. Thirdly, managers did not consider the Guidelines applicable.
Lastly, French and UK managers may be opposed to the harmonisation of environmental

disclosures — the underlying objective of GRI.

In summation, these results suggest that there might not be support for the hypothesis
(HIB) that managers of companies with low moral legitimacy are more favourable
towards co-optation of GRI, compared to managers of companies with high moral
legitimacy, regardless of country of origin. The rejection of this hypothesis is tentative due

to the small sample size.
7.5 Stakeholder Management Perspective

The stakeholder management perspective of the theoretical framework investigates the
stakeholder accountability practices of companies who refer to use of the Guidelines in
their disclosures. One hypothesis (H2) was formulated to test the stakeholder management
perspective. The descriptive statistics at the country level are presented in Section 7.5.1.

This is followed by the statistics that test 42 in Section 7.5.2.

7.5.1 Country Level Results

Table 7.29 Stakeholder Consultation by French and UK Listed Companies

Engagement in stakeholder
consultation 41 11 71 20 5.263 0.022

In Section Two of the questionnaire, respondents were asked whether or not they consulted

stakeholders. Table 7.29 presents the overall country-level results for stakeholder

' To ascertain if there were underlying dimensions or themes in the attitudes of the managers surveyed the
attitude statements were subjected to principal components analysis (PCA). However, no significant results
emerged from this analysis. The results are included in Appendix J.
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consultation. Discussion of these results is qualified by the small sample size. Only 41%
of the French respondent group consulted stakeholders compared to the much higher

proportion (71%) of the UK respondent group.

A chi-square statistic was performed to determine if there was any statistically significant
difference between the French and UK respondent group in relation to consultation of
stakeholders. The y’-test was significant which indicates that UK respondents were
significantly more likely to engage in consultation with their stakeholders (Chi-square test,
2<0.05) compared to the French respondent group. Given that France has been determined
to be a more stakeholder orientated country (see Cernat, L. 2004), the results in Table 7.29

are somewhat surprising.

Engagement in stakeholder consultation is further explored by examining the frequency of
stakeholder consultations. In Section Two of the questionnaire, respondents were asked to
indicate the frequency of their consultations. The overall results for this question are

presented in Table 7.30.

Table 7.30 Frequency of Stakeholder Consultations by

French and UK Listed Comianies

Every year 11 3 24 7
Every six months 1 - -
Every month 7 2 7 2
Other 30 8 41 12
No response 48 13 28 8

The results in Table 7.30 indicate the proportions of French and UK respondents who
consult their stakeholders on a systematic basis are very low. Of the respondents who
indicated a frequency to their consultations, the category of every year was the most
popular period for both the French (11%) and UK (24%) respondent groups. Only 4% of
the French and none of the UK respondents indicated consultations of every six months.
While similar proportions of both country groups (7%: France; 7%: UK) indicated the

most frequent consultation of every month.

High proportions of both country groups’ respondents (30%: France; 41%: UK) chose the

“Other” category in the questionnaire for this particular question. In addition, almost half

114



(48%) of the French respondent group chose not to respond to this question. A much
lower proportion (28%) of UK respondents also chose not to respond. If the responses to
‘Other’ and “No response” are combined, a majority of respondents in both country groups

(78%: France; 69%: UK) failed to indicate a frequency for their stakeholder consultations.

Respondents were also asked to explain if they ticked the “Other” box in this question. Of
the “Other” responses made by the UK country group, many included comments. A
common theme that emerged from these comments was an unsystematic approach to
stakeholder consultations. As one environmental manager of a major UK high-street

retailer elaborated:

‘We have a deliberate policy of stakeholder dialogue through regular ad hoc

meetings’ (Questionnaire no. 105).

Most other responses were similarly vague, but shorter, and conveyed the unsystematic
approach to consultation, these included ‘daily as required’ (Questionnaire no. 10), ‘as
necessary’ (Questionnaire no. 118), ‘at different times with different stakeholders’
(Questionnaire no. 35) or ‘as and when necessary at many levels’ (Questionnaire no. 1).

One head of legal services in a major UK construction company specified:

‘Involvement in a regeneration project demands when we take an active approach to

consultation’ (Questionnaire no. 72).

For other respondents, consultation was only necessary when a specific event or problem
occurred that might impact the company. This is summed up by one respondent who
described his company’s consultations as ‘currently reactive’ (Questionnaire no. 115).
While one corporate responsibility manager indicated consultation was ‘as required,

depending on issue’ (Questionnaire no. 66).

A similar theme of the unsystematic approach to stakeholder consultation emerged from

the French respondents’ comments in the “Other” section of this question. Comments on

220

the frequency of consultations included ‘a la demande’” (Questionnaire no. 205), ‘au cas

*% English translation: “as per demand”

115



21

, 22
par cas

(Questionnnaire no. 153), ‘pas de rythme particulier — trés régulierement

(Questionnaire no. 147), ‘variable selon les métiers 23

(Questionnaire no. 237).
A chi-square test determined that there was no statistically significant difference between

the consultation frequencies of French and UK respondents.

The influence of stakeholder concerns on respondents’ environmental disclosure decisions
is examined in Table 7.31. In Section Two of the questionnaire, respondents were asked
the extent to which stakeholder concerns influenced their environmental disclosure

decisions, on a Likert scale of 1 — 5.

Table 7.31 Influence of Stakeholder Concerns on
Environmental Disclosure Decisions

Fully - - 3 1
Greatly 30 8 38 11
Moderately 33 9 38 11
Slightly 19 5 10 3
Not at all 4 1 3

No response 15 4 7 2

Proportion of respondents by GRI group
Note: The response scale is Fully = 5, Greatly = 4, Moderately = 3, Slightly = 2, Not at all = 1.

As can be seen from Table 7.31, the majority of French and UK respondent groups
recorded mean scores of either 3 (Moderately) or 4 (Greatly). This indicates that
environmental disclosure decisions were probably either moderately or greatly influenced
by stakeholder concerns. No respondent of the French group recorded 5 (Fully) and only
3% of the UK group allotted this score. Small proportions of the country respondent
groups (19%: France; 10%: UK) indicated decisions were slightly influenced (mean score

of 2).

A Mann-Whitney U test determined that there was no statistically significant difference
between the French and UK respondent groups in the extent of stakeholder influence on

disclosure decisions.

*! English translation: “case by case”
** English translation: “no particular rhythm, very regularly”
> English translation: “variable, according to the event”
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The above country-level results are qualified by the small sample size. Notwithstanding
this, they highlight that an ad hoc approach to stakeholder consultation is adopted by most
companies in France and the UK. The results also highlight the ad hoc nature of this
process, whereby such consultations are at the behest of the company. Also stakeholder

concerns may not fully influence disclosure decisions.

7.5.2 Test of H2

Stakeholder consultations are analysed by GRI co-opting and non GRI co-opting
respondents for each country in Tables 7.32 and 7.33.

Table 7.32 Stakeholder Consultation by UK GRI Groups

Engagement in stakeholder
consultation 81 13 58 7 0.231

Proportion of respondents by GRI group

As observed in Table 7.32, 81% of the UK co-opting group consulted their stakeholders

compared to only 58% of the non-co-opting group.

A Fisher’s Exact test statistic was computed to test for any statistically significant
difference between the two groups in relation to consultation of stakeholders. This
indicated no difference between co-opting and non co-opting groups in relation to

consultation of stakeholders

Table 7.33 Stakeholder Consultation by French GRI Groups

Engagement in stakeholder
consultation 47 8 30 3 0.448

Proportion of respondents by GRI group

The results presented in Table 7.33 indicate a lower proportion of French co-opting and
non co-opting groups consulted stakeholders compared to the UK GRI groups. Only 47%
of respondents in the French co-opting group consulted stakeholders while the proportion

(30%) was much lower for the non co-opting group.
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A Fisher’s Exact test statistic was computed to test for any statistically significant
difference between the two groups in relation to consultation of stakeholders. This

indicated no significant difference between the groups in relation to consultation.

In summation, (subject to the fact that sample numbers under this section are particularly
small) the results suggest that there is no difference between GRI co-opting and non co-

opting companies in relation to stakeholder consultations, regardless of country of origin.

Frequency of consultations is analysed by GRI co-opting and non co-opting groups for

each country in Tables 7.34 and 7.35.

Table 7.34 Frequency of Stakeholder Consultations by UK GRI Groups

Every year 23 3 50 4
Every six months - - - -
Every month - - 25 2
Other 77 10 25 2

Proportion of respondents by GRI group

As can be seen from Table 7.34, a higher proportion of UK non GRI co-opting respondents
indicate they have periodic consultations relative to the co-opting group. 50% of the non
co-opting group indicated they consulted stakeholders every year while only 23% of the
co-opting group indicated the same frequency. Three quarters (77%) of the co-opting
group indicated the “Other” category instead of specifying a frequency. While 25% of the
non co-opting group consulted their stakeholders every month, 25% of this group chose not

to specify a frequency by choosing “Other”.

A Mann-Whitney U test was performed to determine if there was a statistically significant
difference between the frequency of stakeholder consultations of UK co-opting and non
co-opting groups. This indicated that stakeholders may not have been consulted

significantly more frequently by the GRI co-opting group relative to the non co-opting

group.
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Table 7.35 Frequency of Stakeholder Consultations by French GRI Groups

Every year 30 3 - -
Every six months - - 25 |
Every month 20 2 - -
Other 50 5 75 3

Proportion of respondents by GRI group

The results for the French GRI groups are presented in Table 7.35. In contrast to the UK
results, a higher proportion of the co-opting group indicated a frequency to their
consultations relative to the French non co-opting group. 30% of the co-opting group
consulted their stakeholders every year and 20% consulted their stakeholders every month.
Only 25% of the non co-opting group indicated any frequency of stakeholder consultation
— every six months, while the majority (75%) of this group chose “Other”. The percentage

of the “Other” response was lower (50%) for the co-opting group.

A Mann-Whitney U test was performed to determine if there was a statistical difference
between the frequency of stakeholder consultations of French co-opting and non co-opting
groups. This indicated that stakeholders may not have been consulted significantly more

frequently by the GRI co-opting group relative to the non co-opting group.
In summation, (subject to the fact that sample numbers under this section are particularly
small) the results suggest that GRI co-opting and non co-opting companies do not consult

their stakeholders frequently, regardless of country of origin.

The influence of stakeholder concerns on environmental disclosure decisions is analysed

by GRI co-opting and non co-opting groups for each country in Tables 7.36 and 7.37.
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Table 7.36 Influence of Stakeholder Concerns on UK Environmental Disclosure Decisions

Fully 7 1 - -
Greatly 47 7 33 4
Moderately 40 6 42 5
Slightly 7 1 17 2
Not at all - - 8 1
No response - - - -

Proportion of respondents by GRI group

As observed in Table 7.36, almost half (47%) of the UK co-opting group indicated that
stakeholder concerns greatly influenced (mean score of 4) their environmental disclosure
decisions, while only 33% of the non co-opting group recorded the same score. A
significant proportion (42%) of the non co-opting group indicated stakeholder concerns

moderately (mean score of 3) influenced their disclosure decisions.

A Mann-Whitney U test was performed to determine whether there was a statistically
significant difference between the extent of influence of the UK co-opting and non co-
opting groups. This indicated that the extent of influence may not be significantly greater

for the disclosure decisions of the GRI co-opting group than the non co-opting group.

Table 7.37 Influence of Stakeholder Concerns on French Environmental Disclosure Decisions

Fully - - - -
Greatly 47 7 13 1
Moderately 33 5 50 4
Slightly 20 3 25 2
Not at all - - 13 1
No response - - - -

Proportion of respondents by GRI group

As can be seen from Table 7.37, a third (33%) of the French co-opting group indicated
stakeholder concerns moderately influenced (mean score of 3) environmental disclosure
decisions, 50% of the non co-opting group recorded the same score. The largest proportion
(47%) of the co-opting group recorded a mean score of 4, indicating that disclosures were

greatly influenced by stakeholder concerns while 13% of the non co-opting recorded a
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similar score. 25% of the non co-opting group indicated that disclosures were only slightly

influenced (mean score of 2) by such concerns.

A Mann-Whitney U test was performed to determine whether there was statistically
significant difference between the extent of influence of the French GRI co-opting and non
co-opting groups. This indicated the extent of influence may not be significantly greater

for the disclosure decisions of the co-opting group relative to the non co-opting group.

In summation (subject to the fact that sample numbers under this section are particularly
small), the results indicate that stakeholder concerns may not fully influence the disclosure
decisions of both GRI co-opting and non co-opting companies, regardless of country of

origin.

Overall, the results highlight no differences between GRI co-opting and non co-opting
respondents in relation to stakeholder consultations. Regarding frequency of these
consultations, no difference was noted between co-opting and non co-opting groups for
either country. There was also no difference between these groups in relation to the
influence of stakeholder concerns on environmental disclosure decisions. When taken
together, these results suggest that French and UK co-opting groups are similar to non co-
opting groups in their failure to exercise accountability to their stakeholders.

Taken together, the results suggest that there is support for the hypothesis (H2) that GRI
co-opting companies are similar to non GRI co-opting companies in their failure to
exercise accountability to their stakeholders, regardless of country of origin. The

acceptance of this hypothesis is tentative due to the small sample size.

7.6 International Variation Perspective

The international variation perspective of the theoretical framework investigates the extent
of international harmonisation of environmental disclosures and governance/management
structures among companies using the Guidelines. Two hypotheses (H34 and H3B) were
formulated to test the international variation perspective of the theoretical framework. The
descriptive statistics at the country level are presented in Section 7.6.1. This is followed by

the statistics that test 34 and H3B in Sections 7.6.2 and 7.6.3.
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7.6.1 Country Level Results

Table 7.38 Current Environmental Disclosure Practices
of French and UK Listed Companies

Materials usage* 36 9 39 9 1.000
Energy usage* 81 22 77 20 0.745
Water usage* 85 23 77 20 0.501
Emissions to air, land and water* 52 14 72 18 0.163
Recycling activities 74 20 85 22 0.501
Extent of land contamination 15 4 12 3 1.000
Major impacts on biodiversity* 15 4 23 6 0.501
Rehabilitation/restoration activities 21 5 22 6 1.000
Rehabilitation/restoration policies 27 7 15 4 0.499
Greenhouse gas emissions* 37 10 81 21 0.002
Use/emissions of ozone-depleting subs* 11 3 32 8 0.093
Wastes™ 78 21 85 22 0.728
Suppliers' environmental policies 19 5 8 2 0.425
Environmental impacts of products * 33 9 40 10 0.774
Returnable components of products* 19 5 4 1 0.192
Fines for breaches of environ. laws/regs™ 35 9 85 22 0.001
Environ. impact from logistical acts* 33 9 40 10 0.774
Environmental expenditures* 33 9 15 4 0.202
Sustainability information 81 22 58 14 0.123

* GRI Environmental disclosure items

In Section Four of the questionnaire, respondents were asked to indicate the types of
environmental information they disclose from a list of disclosure items. Table 7.38
presents overall percentages and numbers of respondent companies per country for type of
environmental information disclosed. Discussion of these country level results is qualified
by the small sample size. A significant majority of companies from both countries
disclosed energy usage (81%: France; 77%: UK), water usage (85%: France; 77%: UK),
recycling activities (74%: France; 85%: UK), sustainability information (81%: France:
58%: UK), wastes (78%: France; UK: 85%) and land, air and water emissions (52%:
France; 72%: UK). A large majority of UK respondent companies disclosed greenhouse

gas emissions (81%) and fines for breaches of laws (85%).

For the other types of environmental information, only a minority of respondents from
each country group disclosed. The least disclosed types by French and UK respondent

companies were extent of land contamination (15%: France; 12%: UK), suppliers’
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environmental policies (19%: France; 8%: UK), returnable components of products (19%:
France; 4%: UK) A significant minority of French respondent companies disclosed major
impacts on biodiversity (15%) and use/emissions of ozone-depleting substances (11%). In
relation to the UK respondent companies, a significant minority disclosed environmental

expenditures (15%).

Only a minority of companies disclosed key types of environmental information. For
example, only a minority disclosed materials usage (36%: France; 39%: UK) and
use/emissions of ozone-depleting substances (11%: France; 32%: UK). Similarly,
environmental impact of products (33%: France; 40%: UK) and environmental

expenditures (33%: France; 15%: UK) were disclosed by low proportions of companies.

A Fisher’s Exact test was performed to determine whether there was a statistically
significant variation in the types of environmental information being disclosed between the
French and UK respondent companies. The statistic was significant for only two of the
nineteen items. These items were greenhouse gas emissions (Fisher’s Exact test, p<0.05)
and fines for breaches of environmental laws/regulations (Fisher’s Exact test, p<0.05).
Overall, these findings suggest that there may be little cross-country variation in relation to

the types of environmental disclosure.

Table 7.39 Environmental Management and Governance Structures
among French and UK Listed Companies

Environmental strategy/vision* 70 19 96 27 0.012
Environmental committee under the board of
directors* 22 6 54 15 0.026

Established board-level processes for the
identification and management of environmental
risks and opportunities™® 41 11 82 23 0.002
Linkage between executive compensation and
achievement of environmental performance
goals* 26 7 31 8 0.766

Key individual(s) responsible for oversight,
implementation and audit of environmental
policies* 70 19 96 27 0.012

Environmental management system (EMS)* 68 17 89 25 0.090

* GRI Governance structures and management systems
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In Section Two of the questionnaire, respondents were asked to indicate whether or not
their companies had particular environmental governance structures and management
systems. Table 7.39 presents overall percentages and numbers of respondent companies
per country for types of environmental governance and management structure. Discussion

of these country level results is qualified by the small sample size.

Of the French respondent companies, nearly three quarters (70%) had an environmental
strategy/vision, while the proportion was much higher for the UK respondent companies

(96%).

The difference in proportions between the French and UK country groups in relation to this
governance item was tested using the Fisher’s Exact test. The statistic was significant
(Fisher’s Exact test, p<0.05) which indicates a country difference in relation to
environmental strategy/vision. This indicates that UK companies are significantly more

likely to have this governance item relative to French companies.

The proportions of French and UK respondents that had an environmental committee under
the board of directors are much lower than those that have an environmental
strategy/vision. Only 22% of the French respondent group had such a committee. This is
not surprising given the lack of importance placed on the role of boards (des conseils
d’administration) in French companies (ICMG, 1995). A higher percentage of the UK
respondent group at just over half (54%), had this type of committee.

The difference in proportions between the French and UK country groups in relation to this
governance item was tested using a Fisher’s Exact test. The result was statistically
significant (Fisher’s Exact test, p<0.05) and suggests that UK companies were

significantly more likely to have such a committee than French companies.

The proportion of both country groups’ respondents that had board-level processes for
environmental risks and opportunities was higher relative to the proportions that had an
environmental committee. 41% of the French respondent companies had such processes

while twice as many (82%) UK respondent companies had these processes.
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The difference in proportions between the French and UK country groups in relation to this
governance item was tested using the Fisher’s Exact test. The statistic was significant
(Fisher’s Exact test: p<0.01) indicating a country difference in relation to board-level
processes for environmental risk and opportunities. Consequently, such processes may be

significantly more common in UK companies than in French.

A substantial minority of respondent companies of both country groups had a link between
executive remuneration and environmental performance goals. Approximately a quarter
(26%) of the French respondent companies have such a link while 31% of the UK

respondent companies had this governance item.

A difference in proportions of French and UK respondents that had this remuneration
linkage was tested using the Fisher’s Exact test. The result was not statistically significant
which indicates the possibility of cross country similarity in relation to this governance

item.

A majority of respondents from both country groups had a key individual responsible for
oversight, implementation and audit of environmental policies. The proportions of
respondents that had this management item were the same as the proportions that had an

environmental strategy/vision for each country group (70%: France; 96% UK).

A Fisher’s Exact test was performed to test for a difference between the French and UK
respondent groups in relation to this management item. The statistic was significant and
revealed the possibility of a country effect with UK respondents significantly more likely
to have a key individual for management of environmental policies (Fisher’s Exact test:

p<0.01).
Lower proportions of both country groups’ respondents had an environmental management
system (EMS) relative to those that had a key individual. Nevertheless, a clear majority of

both country groups (68%: France; UK: 89%) had an EMS.

A Fisher’s Exact test was computed to test for a difference between the French and UK

respondent companies in relation to this item. The statistic was not statistically significant
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which suggests that there may be similarity between the two countries in relation to this

governance item.

The general pattern of results across the two country groups was fairly consistent, in that
there was a higher level of governance and management types in the UK respondent
companies compared to the French respondent companies. However these results must be

viewed in light of the small sample size.

One plausible cultural explanation that might account for this pattern is the difference
between the UK Anglo-Saxon and the French Continental European governance model. In
France, there is a tendency to concentrate power and this is reflected in the corporate
governance structures of French companies. The président-directeur-général (PDG) has
relative dominance of the company, reducing the role of the board of directors (conseil
d’administration) to a passive one (ICMG, 1995). This contrasts with the UK Anglo-
Saxon model where power does not reside with the CEO (UK equivalent to PDG) but with
the board of directors, and structures tend to be more democratic. Consequently the UK
model is more suitable to the types of governance and management structures in Table

7.39.

In summation, the country level results suggest that, on the whole, there is no statistically
significant variation in environmental disclosures between the two countries. However,
the results indicate significant variation in environmental governance and management

structures between the countries.
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7.6.2 Test of H3A4

Table 7.40 Current Environmental Disclosure Practices of
French and UK Co-opting Companies

Materials usage* 35 6 38 6 1.000
Energy usage* 88 15 81 13 0.656
Water usage* 94 16 81 13 0.335
Emissions to air, land and water* 59 10 88 14 0.118
Recycling activities 88 15 81 13 0.656
Extent of land contamination 18 3 19 3 1.000
Major impacts on biodiversity* 18 3 31 5 0.438
Rehabilitation/restoration activities 18 3 31 5 0.438
Rehabilitation/restoration policies 29 5 25 4 1.000
Greenhouse gas emissions™ 47 8 88 14 0.026
Use/emissions of ozone-depleting subs* 18 3 38 6 0.259
Wastes* 88 15 88 14 1.000
Suppliers' environmental policies 18 3 13 2 1.000
Environmental impacts of products * 35 6 50 8 0.491
Returnable components of products* 29 5 6 1 0.175
Fines for breaches of environ. laws/regs™ 53 9 94 15 0.017
Environ. impact from logistical acts* 35 6 56 9 0.303
Environmental expenditures* 35 6 25 4 0.708
Sustainability information 94 16 63 10 0.039

* GRI Environmental disclosure items

As observed in Table 7.40, for most of the disclosure items, a higher percentage of the UK
GRI co-opting group disclosed each type of environmental information. There is no

disclosure item that all GRI co-opting companies across both countries disclose.

There is variation in the types of environmental disclosures between French and UK GRI
co-opting companies. Variation is most noticeable in relation to emissions to air, land and
water (59%: France; 88%: UK), green house gas emissions (47%: France; 88%: UK),
use/emissions of ozone-depleting substances (18%: France; 38%: UK), fines for breaches
of environmental laws/regulations (53%: France; 94%: UK) and sustainability information
(94%: France; 63%: UK). However Fisher’s Exact tests were performed on these
variations and there were only three statistically significant variations in environmental
disclosure types between the GRI co-opting companies of the two countries. These were
greenhouse gas emissions (Fisher’s Exact test: p<0.05), fines for breaches of

environmental laws/regulations (p<0.05) and sustainability information (p<0.05). No
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statistically significant difference was noted for the other disclosure types. Overall, these
results suggest that there may be little significant international variation between GRI co-

opting companies in terms of environmental disclosure type.

The following section examines international variation of environmental disclosure types

between French and UK non GRI co-opting companies.

Table 7.41 Current environmental disclosure practices of
French and UK Non Co-opting Companies

Materials usage* 30 3 23 3 1.000
Energy usage* 70 7 54 7 0.669
Water usage* 70 7 54 7 0.669
Emissions to air, land and water* 40 4 31 4 0.685
Recycling activities 50 5 69 9 0.417
Extent of land contamination 10 1 - - 0.435
Major impacts on biodiversity* 10 1 8 1 1.000
Rehabilitation/restoration activities 20 2 8 1 0.560
Rehabilitation/restoration policies 20 2 - - 0.178
Greenhouse gas emissions™ 20 2 54 7 0.197
Use/emissions of ozone-depleting subs* - - 15 2 0.486
Wastes* 60 6 62 8 1.000
Suppliers' environmental policies 20 2 - - 0.178
Environmental impacts of products * 30 3 15 2 0.618
Returnable components of products* - - - - -

Fines for breaches of environ. laws/regs* - - 54 7 0.007
Environ. impact from logistical acts* 30 3 8 1 0.281
Environmental expenditures* 30 3 - - 0.068
Sustainability information 60 6 31 4 0.222

* GRI Environmental disclosure items

As observed in Table 7.41, there are lower proportions of non-GRI co-opting companies
from both countries that disclose these types of environmental information. However,

there is little variation between the countries in relation to the disclosure types.

Fisher’s Exact tests were performed to determine if there was a statistically significant
difference in the types of environmental disclosure between French and UK non GRI co-
opting companies. The statistic was significant for one of the nineteen types of disclosure.

A significantly higher percentage (Fisher’s Exact test, p<0.05) of UK non co-opting
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companies disclosed information on fines for breaches of environmental laws and

regulations (54%) compared to French companies.

In summation, the results do not indicate support for the hypothesis (H34) that there is
international variation in environmental disclosure types between GRI co-opting
companies with different countries of origin. The rejection of this hypothesis is tentative
due to the small sample size. The results for the test of H3B are presented in the following

section.

7.6.3 Test of H3B

Table 7.42 Environmental Management and Governance Structures
among French and UK Co-opting Companies

Environmental strategy/vision* 82 14 100 16 0.227
Environmental committee under the board of
directors* 35 6 63 10 0.169

Established board-level processes for the
identification and management of
environmental risks and opportunities™® 41 7 88 14 0.010

Linkage between executive compensation and
achievement of environmental performance
goals* 31 5 29 5 1.000

Key individual(s) responsible for oversight,
implementation and audit of environmental
policies* 77 13 100 16 0.103

Environmental management system (EMS)* 71 12 100 16 0.044

* GRI Governance structures and management systems

As observed in Table 7.42, a higher proportion of UK GRI co-opting companies have all
but one of these management and governance structures compared to the French co-opting

companies.,

Some variation between the countries is evident in relation to environmental
strategy/vision (82%: France; 100%: UK), environmental committee (35%: France; 63%:
UK), board-level processes (41%: France; 88%: UK), and key individuals (77%: France;
100%: UK). However Fisher’s Exact tests were performed on these variations and there
were only two statistically significant variations in these structures between the GRI co-

opting companies of the two countries. This was in relation to board-level processes
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(Fisher’s Exact test: p<0.05) and an EMS (p<0.05). Therefore these results indicate that
there may be little international variation between GRI co-opting companies in terms of
environmental governance and management structures. The following section examines
international variation of environmental governance and management structures between

French and UK non GRI co-opting companies.

Table 7.43 Environmental Management and Governance Structures
among French and UK Non Co-opting Companies

Environmental strategy/vision* 50 5 84.6 11 0.169

Environmental committee under the board of
directors* - - 38.5 5 0.046

Established board-level processes for the
identification and management of
environmental risks and opportunities* 40 4 69.2 9 0.222

Linkage between executive compensation
and achievement of environmental
performance goals* 20 2 23.1 3 1.000

Key individual(s) responsible for oversight,
implementation and audit of environmental
policies* 60 6 84.6 11 0.341
Environmental management system (EMS)* 50 5 69 9 0.417

* GRI Governance structures and management systems

As observed in Table 7.43, there are lower proportions of non-GRI co-opting companies
from both countries that have these environmental governance and management structures
compared to the GRI co-opting companies. There is also little significant variation

between the countries in relation to these structures and systems.

Fisher’s Exact tests were performed to determine if there was a statistically significant
difference in the environmental governance and management structures between French
and UK Non GRI co-opting companies. The result was statistically significant for one of
the six structures. A significantly higher percentage of UK non co-opting companies had

an environmental committee under the board of directors (Fisher’s Exact test: p<0.05).

In summation, these results suggest that there is no support for (H3B) that there is
international variation in environmental governance and management structures between
GRI co-opting companies with different countries of origin. The rejection of this

hypothesis is tentative due to the small sample size.
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7.7 Summary

The survey research conducted in this study sought to examine if the legitimacy theory
framework outlined in Chapter 5, could assist our understanding of 1) the motivation
behind use by companies of the GRI Guidelines, 2) stakeholder accountability practices by
companies using the Guidelines and 3) international variation of environmental
disclosures/governance and management structures of companies using the Guidelines.
Specifically this was done by testing the hypotheses that were formulated in Chapter 5 of
the study.

Results of the tests of the hypotheses must be considered in the context of the small sample
size. As outlined in Section 7.22, statistical significance is heavily influenced by sample
size. Studies that contain small sample sizes suffer from some limitations. For example,
smaller sample sizes have a greater chance of non-significant results, all other things being
equal. Also such a sample may not be strong enough to provide optimal confidence over
the results. Significant small signals may go undetected. Notwithstanding the small
sample size, appropriate statistical procedures were used to test the hypotheses. The

findings in this Chapter, as outlined in Table 7.44, are therefore best viewed as indicative.
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Table 7.44 Summary of Hypothesis Results

Framework part

Hypothesis

Description

Accepted/Rejected

1. Institutional
Perspective

HIA

Companies with low moral legitimacy are more
inclined to co-opt GRI by referring to use of the
Guidelines in their environmental disclosures,
compared to companies with high moral
legitimacy, regardless of country of origin.

Rejected

HIB

Managers of companies with low moral
legitimacy are more favourable towards co-
optation of GRI, compared to mangers of
companies with high moral legitimacy,
regardless of country or origin

Rejected

2. Stakeholder
Management
Perspective

H2

GRI co-opting companies are similar to non GRI
co-opting companies in their failure to exercise
accountability to their stakeholders, regardless
of country or origin.

Accepted

3. International
Variation
Perspective

H34

There is international variation in environmental
disclosure types between GRI co-opting
companies with different countries of origin

Rejected

H3B

There is international variation in environmental
governance and management structures between
GRI co-opting companies with different
countries of origin.

Rejected
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Chapter Eight

Summary and Conclusions

8.1 Introduction

This chapter provides a summary of the research in terms of the aim, objectives and
hypotheses of the study. First, these objectives are outlined and briefly explained. The
research hypotheses are subsequently presented. This is followed by a summary of the
research results. A discussion of the contributions and implications of the study is then

provided. Lastly, the limitations of the study are outlined.

8.2 Research Aim

The purpose of this study was to apply a theoretical framework, based on organisational
legitimacy that would enable investigation of aspects of corporate use of the GRI
Guidelines. The legitimacy theory framework was used to investigate the following
aspects of corporate use: 1) managerial motivation for use of the GRI Guidelines, 2)
stakeholder accountability practices of companies using the Guidelines and 3) the extent of
international harmonisation of environmental disclosures/governance and management

structures among companies using the Guidelines.
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8.3 Research Objectives

Table 8.1 Research Objectives

Objective

1. To determine whether the institutional perspective of legitimacy theory can be used to investigate
why companies use the GRI Guidelines.

2. To determine whether the stakeholder management perspective of legitimacy theory can be used
to investigate the stakeholder accountability practices of companies using the GRI Guidelines.

3. To determine whether the international variation perspective of legitimacy theory can be used to
investigate the extent of international harmonisation of environmental disclosures among
companies using the Guidelines.

4. To determine whether the international variation perspective of legitimacy theory can be used to
investigate the extent of international harmonisation of environmental governance and
management structures among companies using the Guidelines.

The research objectives of the study were formulated from the literature review. The first
objective was concerned with determining whether legitimacy theory can be used to

examine the motivational aspect of corporate use of the GRI Guidelines.

Previous research has shown that environmental disclosure practice is of a poor quality
(Van Staden and Hooks, 2007). Studies have also identified disclosure practice as overtly
self-laudatory and non-specific (Deegan and Gordon, 1996; Harte and Owen, 1990; De
Villiers and van Staden, 2006; Neu et al,, 1998). Owing to this, prior researchers have
asserted that environmental disclosures are increasingly undermined by a lack of
credibility (Deegan and Gordon, 1996; Doane, 2000; Adams and Evans, 2004; Dando and
Swift, 2003; Adams 2004; O’Dwyer and Owen, 2005). Researchers have also argued that
managers use assurance statements to enhance the credibility of environmental disclosures
(Adams, 2004; O’Dwyer and Owen, 2005; Gray, 2001). However, it is argued in the
literature that the use of assurance statements fails to enhance the credibility of
environmental disclosures (O’Dwyer and Owen, 2005; Gray, 2001). Therefore, it was
suggested in this study that managers are motivated to refer to the GRI Guidelines in their

disclosures to enhance the credibility of their environmental disclosures.

Many prior studies have used the strategic perspective of legitimacy theory to explain the
managerial motivation behind environmental disclosure practice. Prior empirical studies

have found support for this theory (Hogner, 1982; Guthrie and Parker, 1989; Gray et al.,
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1995; Neu et al., 1998; Campbell et al., 2003; Deegan and Gordon, 1996). However, this
perspective of legitimacy theory cannot account for constituent scepticism and therefore
cannot explain the managerial motivation behind use of the GRI Guidelines. The
institutional perspective of legitimacy theory adopted in this study is relevant in this

regard.

The second objective was concerned with determining whether legitimacy theory can be
used to examine the stakeholder accountability aspect regarding use of the GRI Guidelines.
Prior studies concerning stakeholder accountability have found that companies engage in
stakeholder management as opposed to stakeholder accountability (Owen et al, 1997;
Gray, 2001; Adams, 2002; Adams, 2004; Unerman and Bennett, 2004; Cooper and Owen,
2007). It has been argued in the literature that stakeholder management can be explained
by adopting a legitimacy theory lens (Adams, 2002; Owen et al., 2001; Deegan, 2002).
Therefore the stakeholder management perspective of legitimacy theory is used to

investigate the stakeholder accountability practices of companies using the Guidelines.

The third research objective was concerned with determining whether legitimacy theory
can be used to investigate the extent of international harmonisation of environmental
disclosures among companies using the Guidelines. It has been indicated in the prior
literature that the scope, theme and type of social disclosures vary between countries (Gray
et al., 1995; Roberts, 1991; Fekrat et al, 1996; Gamble et al, 1996; Adams and
Kuasirikun, 2000; Holland and Boon Foo, 2003). Some studies have found socio-political
theories such as political economy and stakeholder theory support international variations
in CSD practice (Guthrie and Parker, 1989; Van der Laan Smith et al., 2005). It was also
argued that legitimacy theory can explain international differences in CSD (Adams ef al.,
1998; Walden and Schwartz, 1997; Newson and Deegan, 2002). Based on the findings of
this research, from a legitimacy theory perspective, environmental disclosures should vary
between countries. Therefore the international variation perspective of legitimacy theory is
used to examine the extent of international harmonisation of environmental disclosures

among companies using the Guidelines.

The fourth objective was concerned with determining whether legitimacy theory can be
used to examine the extent of international harmonisation of environmental governance

and management structures among companies using the Guidelines. A number of
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researchers have reasoned that the structures and practices of organisations can be
explained by legitimacy theory. They have proposed external pressures cause
organisations to have particular structures in place (Deegan, 2002; Milne and Patten, 2002;
Ashforth and Gibbs, 1990). Based on the arguments in these previous studies (from a
legitimacy theory perspective), it was argued that governance and management structures
of companies represent “institutional practices” and are put in place in response to external
pressures. As indicated, external pressures (social values) are different across countries
(Walden and Schwartz, 1997; Newson and Deegan, 2002). Based on the findings of this
research, from a legitimacy theory perspective, environmental governance and
management structures should vary between countries. Therefore the international
variation perspective of legitimacy theory is used to assess the extent of international
harmonisation of environmental governance and management among companies using the

Guidelines.

8.4 Overview of Legitimacy Theory Framework and Hypotheses

As outlined in Section 8.3, different perspectives of legitimacy theory were used to
examine three aspects of corporate use. The institutional perspective of the theory is used
to hypothesise the motivation for corporate use of the Guidelines. The stakeholder
management perspective is used to assess the stakeholder accountability practices of
companies using the Guidelines. The international variation perspective is used to
investigate the international harmonisation of environmental disclosures and environmental
governance and management structures among companies using the Guidelines. Three
hypotheses were developed to test the legitimacy theory framework and these are

summarised in Table 8.2.
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Table 8.2 Summary of Hypotheses

Framework part Hypothesis | Description
1. Institutional
Perspective

HiA Companies with low moral legitimacy are more inclined to co-
opt GRI by referring to use of the Guidelines in their
environmental disclosures, compared to companies with high
moral legitimacy, regardless of country of origin.

HIB Managers of companies with low moral legitimacy are more
favourable towards co-optation of GRI, compared to managers
of companies with high moral legitimacy, regardless of country
of origin.

2. Stakeholder
Management
Perspective

H2 GRI co-opting companies are similar to non GRI co-opting
companies in their failure to exercise accountability to their
stakeholders, regardless of country of origin.

3. International
Variation
Perspective

H34 There is international variation in environmental disclosure
types between GRI co-opting companies with different
countries of origin.

H3B There is international variation in environmental governance
and management structures between GRI co-opting companies
with different countries of origin.

8.5 Results of Hypotheses

This section discusses the research findings. Notwithstanding the small sample size,
appropriate statistical procedures were used to test the hypotheses. The findings are
therefore best viewed as indicative. Table 8.3 provides a list of the hypotheses and their

acceptance or rejection based on the findings.
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Table 8.3 Summary of Hypothesis Results

Framework part

Hypothesis

Description

Accepted/Rejected

1. Institutional
Perspective

HIA

Companies with low moral legitimacy are more
inclined to co-opt GRI by referring to use of the
Guidelines in their environmental disclosures,
compared to companies with high moral
legitimacy, regardless of country of origin.

Rejected

HIB

Managers of companies with low moral
legitimacy are more favourable towards co-
optation of GRI, compared to mangers of
companies with high moral legitimacy,
regardless of country or origin

Rejected

2. Stakeholder
Management
Perspective

H2

GRI co-opting companies are similar to non GRI
co-opting companies in their failure to exercise
accountability to their stakeholders, regardless
of country or origin.

Accepted

3. International
Variation
Perspective

H34

There is international variation in environmental
disclosure types between GRI co-opting
companies with different countries of origin

Rejected

H3B

There is international variation in environmental
governance and management structures between
GRI co-opting companies with different
countries of origin.

Rejected

As outlined in Table 8.3, the results of the tests do not furnish support for the legitimacy

theory framework of the study.

Using this Table as the central point of reference, the

findings are examined in terms of contribution to the environmental disclosure literature.

8.5.1 Institutional Perspective

The findings did not indicate support for H/A4. Extent of reference to use of the GRI

Guidelines was not statistically higher for ES industries and this was the case for both

France and the UK (see Tables 7.8 and 7.9). Previous empirical and theoretical research

had found that levels of environmental information are higher for companies of ES

industries (Dierkes and Preston, 1977; Cowen et al., 1987; Patten, 1992; Patten, 2002;

Hackston and Milne, 1996). In this sense, the findings run contrary to previous research.
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However, there were statistically significant correlations between references to use of the
Guidelines and French or UK large-size companies (see Tables 7.10 and 7.11). This
complements previous research that has identified a correlation between large-size
companies and levels of environmental disclosures (see, for example Adams et al., 1998;
Cowen et al., 1987; Deegan and Gordon, 1996; Hackston and Milne, 1996; Patten 1991,
Gray et al., 1995; Neu et al., 1998).

The findings also did not indicate support for H/B. Managers were asked to indicate their
agreement with attitude statements examining four themes. Managers of French and UK
companies with low moral legitimacy attributes did not favour a role for the GRI
Guidelines in their environmental disclosures (see Tables 7.13, 7.14, 7.15 and 7.16).
Managers of both countries did not express a desire or preference for certain institution
types to issue guidelines (see Tables 7.17, 7.18, 7.19 and 7.20). It was found that
managers of companies with low moral legitimacy, in both countries, did not regard the
GRI Guidelines as applicable (see Tables 7.21, 7.22, 7.23 and 7.24). These managers
disagreed with the issue of harmonisation of environmental disclosures (see Tables 7.25,
7.26, 7.27 and 7.28). These findings for H/B are consistent with the results obtained by
Wilmhurst and Frost (2000) and O’Dwyer (2002). However, the findings are inconsistent
with the those obtained by O’Donovan (2002).

8.5.2 Stakeholder Management Perspective

The findings did indicate support for H2. No significant difference was found between
GRI co-opting and non co-opting groups in relation to stakeholder consultation (see Tables
7.32 and 7.33), frequency of consultations (see Tables 7.34 and 7.35) and influence of
stakeholder concerns on environmental disclosure decisions (see Tables 7.36 and 7.37).
These findings were consistent with the prior literature. Empirical studies have found that
environmental disclosures are not based on stakeholder accountability but stakeholder
management (Owen et al., 2000; Owen, et al., 2001; Unerman and Bennett, 2004; Adams,
2004; O’Dwyer and Owen, 2005; Cooper and Owen, 2007). In particular, this finding
supports the prior results of Unerman and Bennett (2004), where it was found that

stakeholder consultations do not influence the decisions of companies.
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8.5.3 International Variation Perspective

The findings did not indicate support for H34. The Fisher’s Exact tests indicated that there
was little significant variation in environmental disclosures types between French and UK
GRI co-opting groups (see Table 7.40). These findings are inconsistent with the prior
literature which has found differences in the types of environmental information disclosed
by companies from different countries (Newson and Deegan, 2002; Adams and

Kuasirikun, 2000; Holland and Boon Foo, 2003).

The findings also did not show support for H3B. There was little significant variation in
the environmental governance structures and management systems between the French and
UK GRI co-opting companies (see Table 7.42). None of the prior literature has compared
environmental governance and management structures between countries. This finding

therefore contributes to the literature.

The above analysis indicated that, in the main, the legitimacy theory framework outlined in
Chapter 5 could not be used to examine the three aspects of corporate use of the GRI

Guidelines. The next section of the Chapter outlines the implications of this study.

8.6 Contributions of the Research

The main contribution of this study is the further understanding of the role of the GRI
Guidelines in environmental disclosure practice. There has been only one empirical study
conducted on the GRI Guidelines to date (Hedberg and von Malmborg, 2003). However,
this study was restricted to only one country and did not furnish a theoretical explanation

of the findings.

The legitimacy theory framework has contributed to the further development of legitimacy
theory in the literature. Prior literature has focused almost solely on the strategic
perspective of legitimacy theory. This study considered the institutional, stakeholder
management and international variation perspectives of legitimacy theory. The reliance of
the study on these different perspectives, it is argued, results in a more comprehensive
theoretical lens in which to investigate corporate practice. Use of the institutional

perspective of legitimacy is particularly notable.
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The institutional perspective of legitimacy theory assumes that the value systems of society
determine organisational legitimacy.  The institutional frameworks of Suchman (1995)
and Ashforth and Gibbs (1990) were utilised and synthesised in the framework of the
study. These perspectives considered the role of constituent scepticism in the dynamics of
organisational legitimacy. This perspective of legitimacy theory therefore, it is argued,
provides a useful and effective framework to examine negative constituent perceptions of

current disclosure practice.

The findings of the study have also furnished information on French environmental
disclosure practices. Prior studies have not contained in their empirical data, information
on French practice (Cormier and Magnan, 2003; Roberts, 1992; Aerts et al., 2006). The
empirical results of this study have included the disclosure themes in French environmental
disclosure practice. Also the results included data on the stakeholder dialogue practices of

French companies and their governance and management structures.

The study has contributed to the current literature on stakeholder accountability. The
findings of the study reveal that French and UK companies do not practice stakeholder
accountability in this area, as they do not systematically engage with their stakeholders.
This is supported by the prior literature (Owen and Gray, 1997; Owen et al., 2001; Adams,
2004).

The findings of the study have also provided information on environmental disclosure
practice in France and the UK. In particular, the types of environmental disclosure were
examined. Environmental disclosure practices in an international comparative context
have not been a major theme in the extant literature (see, for example, Adams and

Kuasirikun, 2000; Roberts, 1992).

8.7 Study Implications

The results from this study have tentative implications for both policymakers and GRI.
The findings from addressing HIB indicated low mean responses of French and UK
managers regarding a role for the GRI Guidelines in environmental disclosures. There
were also low responses given for the institutional desirability of GRI and relatively higher

responses to negative statements regarding applicability of the Guidelines. The mean
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scores showed low support for the harmonisation of environmental disclosure practice.
These responses may suggest that, on the whole, the GRI Guidelines are not perceived in a
positive light by managers regarding their environmental disclosures. Also the low scores
regarding harmonisation of environmental disclosures has implications for GRI’s

harmonisation objective.

The results from testing H2 suggested that while French and UK companies purported to
consult their stakeholders, these consultations were not systematic. The statistics indicated
that the majority of respondents did not consult their stakeholders on a regular basis. The
findings showed that stakeholder concerns did not, for the most part, influence
environmental disclosure decisions. The influence of stakeholder concerns on these
decisions were not found to be significantly greater for GRI co-opting companies. These
findings have implications for both GRI and the EU. Firstly, it may be seen that the
Guidelines are being used symbolically by French and UK companies as the stakeholder
accountability requirements of using the Guidelines are not being adhered to. Secondly, it
may be suggested that environmental disclosures made by French and UK companies are
derived from stakeholder management as opposed to accountability which has implications

at an EU level.

The results from testing H34 suggested little significant variation between the types of
environmental disclosure among French and UK companies. However, large proportions
of companies did not disclose key items of environmental information. The results showed
that French and UK GRI co-opting companies were more inclined to disclose certain types
of environmental disclosures compared to non co-opting companies. However, large
proportions of the co-opting companies did not disclose some of the GRI environmental
disclosure items. These findings have implications for both GRI and the EU. Firstly, it
would appear that French and UK companies disclose only a narrow range of
environmental disclosure themes which implies current practice is of a poor quality. This
has direct implications at an EU level. Secondly, it may be inferred that a significant
number of companies using the Guidelines may not be disclosing any information on the
key GRI environmental disclosure items contained in the GRI Guidelines. This has

implications for the harmonisation objective of GRI.
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The statistics showed significant differences across national boundaries between the types
of environmental governance structures and management systems in French and UK
companies. The results from testing H3B identified low proportions of French and UK
companies with an environmental committee under the board of directors. The findings
identified few significant differences between French and UK GRI co-opting and non co-
opting companies. These findings have implications for both GRI and the EU. Firstly, it
may be inferred from these results that the environmental performance of French and UK
companies is not sufficiently monitored from a corporate governance perspective.
Secondly, it may be suggested that there is significant variation between the management
and governance disclosures of French and UK companies. As harmonisation is the mission

of GRI, these findings have direct implications for that mission.

8.8 Limitations of the Study

While the response rate was reasonably satisfactory, the absolute number of responses was
low. The findings and conclusions must, therefore, be interpreted in this context.
Statistical significance is heavily influenced by sample size. Studies that contain small
sample sizes suffer from limitations regarding the confidence over conclusions reached

based on statistical tests.

The results from this study were obtained within the context of listed companies in France
and the UK. Therefore, the applicability and validity of the results in the wider Western

European region are primarily tentative.

There was an assumption after translation of the mail questionnaire from English to French
that it measured the same variables in both countries. However, as Oppenheim (2005, p.
184) points out translation can subtly alter the meanings and overtones of a questionnaire.
However, it is argued that the pilot work on the questionnaire has minimised the risk that

questions did not measure the same variables across both France and the UK.
The use of ordinal and nominal scales and the small sample size necessitated the use of

non-parametric statistical analysis techniques (Oppenheim, 2005; Pallant, 2007, Field,
2005) which are less powerful than parametric tests (Field, 2005).

143



Environmental disclosure themes were obtained through the mail questionnaire. This
might not be the most appropriate measure of environmental disclosure practice. It has

been argued that the annual report is a more reliable measure for the collection of this data.

8.9 Further Research

The findings from this study indicate that there are opportunities for further research into
the role of the GRI Guidelines in disclosure practice. The study therefore adds further
credence to the call made by Berthelot et al., (2003) that GRI and the Guidelines are a

future potential dimension of research.

As discussed, the absolute number of responses was low. The small sample size affected
the confidence that can be placed on the results of the study. Endorsement by a recognised
external accounting body might have generated a larger sample size. Prior studies that
contained such an endorsement had response rates that were higher to the rate (23%) in this
study (see Wilmhurst and Frost, 2002; Deegan and Rankin, 1999). Ex ante endorsement

by such bodies should be considered by future researchers.

This study examined three aspects regarding corporate use of the GRI Guidelines. Further
research could involve a deeper analysis of these aspects and obtain a more specific picture

regarding a particular aspect of corporate use.
The study contained data from only two countries, France and the UK, which limited the

extent of international comparison. Further research could involve a broader comparative

analysis by incorporating more countries.
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Appendix A

Questionnaires and Cover Letters

| Research Code:

Corporate Environmental Disclosure
Survey

Section One - General Questions

What 15 your position within the organisation?

Wumber of years experience with current organisation?

Crender: Mationality: Age:

Professional qualifications:

Academic qualifications; 0 ] 0 0
Cert/Diploma Undergraduate degree  Postgraduate degree FhD
Are vou & 4 O 0
Member of the board  Founder member Member of senior managenient
Please state whether vour company is: O A company incorporated within the TE.

O A company incorporated outside the UK

What is the job title of the person/group of people responsible for choosing which environmental information is
publicly disclosed?

Tatle: Department;

Please indicate through which media yon principally disclose envirommental mformation?

) ) a )
Annnal report Separale corporare Internet Orihers (please specify)
report
1
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Section Two - Environmental Management & Governance

Dhoes vour company bave an established environmental strategyivision? O Yes O o
Does ol company engage m systematic stakeholder consultation” O VYes O HNo
If wes. Loy regiilar ave vour stakeholder constltations?

O Everyyvear O  Everyémoutds O Ewvery montl O onher (Please specify)

To whar extent have stakeholder concerns inflienced environmental policies/decisions?

) a m) O 0
Fully Grearly Moderately Slightly Mot at all

Droes vour organisation have an environmental committes wmder the
hoard of directors? O Yes O o

Are there established board-level processes for the identificaton and
management of enviromunental risks and opporiimties”? O Ye:e O Mo

L= there any linkage benween execunive compensation and aclaevenent

of environmental performance goals? O ¥Yes O Ho
Daoes your organisation have key individual(s) responsible for oversight.

mplementation and andit of envirommental policies? O ves O Mo
Do wou have an enviromuental management system (EMS)? O ¥Yes O No

Has your EMS ansined any of the following standards?

O EMas O 15014000 O  Other (Please spegify)

Section Three - Guidelines

Hew aware. in your opinkon. 15 senior management m your company of the Global Reporting Initative (GRI)
Gmdelines for reporting sustamabilicy mformeation?

0 a M) O 0

jul Slightly Muoderarety CGreatly Fully

pware AWATE AWare HWATE aware

Dyoes your company report m accordance with the GRI gmidelines? Yes O Mo O

Dwoes your company [efer to, ot not report m accordance with the GRI
guidelines? Yes O Ne O

(2% ]

156



Section Four = Disclosure

[k vou cmrrently disclose, or plan to disclose m von next annnal or sustainability report, information relatmg to
the following activities?

Currently Plans to No Plans Mot
Disclose Dusclose 1o Disclose Applicable
Materials usage 0 ) O a
Energy usage ] O 0 a
Water usage 0 ) O a
Emissions to air, land and water 0 a O a
Recveling activities a ] 0 a
Extent of land contamination 0 a O a
Major impacts on biodiversiry a O a a
Rehabilitation restoration activities ] a 0 a
Rehabilitation restoration policies 0 a 0 a
Greenlouse gas emissions a ) a a
Use/emissions of czone=depleting substances 0 a 0 a
Wastes ] a 0 a
Supplier's enviromnental policies 0 ) O a
Environmental impacts of products 0 a 0 a
Returnable components of products sold | [ a a
Fines for beeaches of environ. lawsregulations O ) O a
Environmental impact from logistical activities O O 0 a
Environmental expendinres 0 a 0 a
Sustainability informaticn a O a a

Section Five — Attitudinal Questions

What i your opinion regarding the following statements in relation o environmental disclosure?
(1= Stromgly Disagree: 2= Disagree: 3 = Neuwral: 4 = Apree: 5§ = Swongly Agvee) Please fick one only.

Strongly Strongly
Dhsagree Agree

Companies shonld onlv partiallv nse the GRI guidelmes when disclosmg 1 2 3 4 §

enviremmental informarion O o a o o

Companies should subscribe to the GRI gnidelines as soon as possible o o o o o

The accounting professional bodies should provide gnidelings on the

disclosure of environmental information O o o o o

The govermment should provide gmdelines on the disclosure of

envircnmental mformarion. O o O o 0O

Public advocacy organisations (1.e. GRI) should provide sudelines

o e disclosure of environmental nformation. O o o gao o
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Stronpidy

Dhsazies
The application of the GRI Guadelines o environmenial disclosnge L
should be made mandatory, O
Current gnidelines are too detailed to moorporate filllv mto the
envirommental disclosnre process. 0
Current guidelines are pot relevant to my indusiy a
Disclosure of environmental informamon is o matrer for legislation. O
The role of the ELT m environmenial disclosire legislarion should be
ETEaier, |
Proposed environmental disclosure legislaton by the UK goverment
1s necessary o companies., O
Envivominental diselosures. where possible. should be in quansitative renms, 0
Envirommental “bad news™ should be disclosed 0
The Internet is the best medinm for environmental disclosurs 0
Envirenmental mfonuation should be disclosed as frequently as possible 0
The nanwe and extent of environmental disclosure shonld depend on the
judgenient of the preparer, d
The preparer should oaly be concerned with the mnplementation of
prescriptive requirenizents 0
The level of emvironmental disclosure shonld st the cicumstances of
mdividual companies 0
Envirrmmental disclosure should be soictly nniform for all
companies and couninzs 0
A srong conservativel cautions approach should be rken o envircmnental
impact measumement disclosnres a
Guidelines should permit companies not 1o disclose certam conunercially
sensInve environmental mibrmation O

Observations/Comments

o oo oo Qg

O

a

o oo oo o

(W]

g

o o o oaoao o

0

J

Stroaiely
Agree
A

0

o o

J

o o oo

a

Is there amithing else yon would like to add w regard ro the use of gudelines o reporting envisommeinral

mformation?

Would vou be interested m participating in furtier research mn this topic?

Thank vou for taking the time to complete this questionnaire.

4
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Cods de document :

Questionnaire Sur Le Reporting Environnemental

Section Une = Questions Générales

Quelle est votre fonction dans 1 enirepnse?

Drepuiis combien d'années wavaillez-vous pour cette entreprise?

Sexe Wationalité - Ape:

Cralifications professionnelles:

Miveau de formation :

a 0 a O
Annéeis) de préparation Dripéme mniversitaire Diplome du 3 cvcle Docrorat
auy grandes écoles du 2 cyele
Etesevousun - [ a ]

Membre do consetl Membre fondatenr blembre de la direction

d administration générale

Venillez indiquer si votre compagmie estt 0 Une entreprise Frangaise
O Une entrepiise Strangére installée en France

Quel est le vire de 1a personne oil groupe de persoanes qui décide quelle information envirounementale doit ére rendue
publique?

Titre: Section:

Indiquiez dais quel type de doctment vous diffusez 1a plupart de cette mformation environnementale?

0 0 0 0

Rapport amiuel Antre rapport publié  Intemmet Autrel(s) (précisez)
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Section Deux — Gestion Environnementale & Gouvernance

Wotre compagnie a-i-elle une statéeie enviromementals éablie? O oOui O N

Watre compagnie s engage-t-efle dans 1a consultation systémarique
avec les parties prenantes? O oOm O N

Stooi. quelle est la fréquence des consultations aves les paries prefjantes?

a a m| 0
Annmelie Bi-annielle Mensnelle Amnre {précisez)

Dans quelle mesure bes soucis des parties premantes peuvent-ils influencer des décisions/politigues environmenentales?

O a 0 O O

Totaleinent Considérablement Modérément Pen Pas du tour

Votre arganization comprend-elle in comité chargé des questions sur
I environmmennent qui est sous antorité dn conseil d admmiseaton 7 O om O N

Y ast-il des mecamismes établis aumvean du consell A admunistration pous
vilentifier et controler les opportunites et les risques envircamementay ? O Ow O Noa

W a--il 1 lien entre la rémuneration des cadues et la realisaton des olbyjectfs
efaviTon enettaty O oOw O Noo

Wotre organisation a-t-elle des persoumes principales responsables de 1a

supervision. de 'exdention et de 'audir des pelitiques environnementales’? O Owi O XNoo
Wotre entreprise a-t-elle un systeme de geston environnementale ? O Ow O Xoa
Votre svsténie de gestion sovironnemental a-t-il atteint 1'une des normes suivantes 7

0O EMAS O 15014000 O Awirefs) (Précisez lesquelles)

Section Trois = Lignes Directrices

Wotre divection géndrale est-elle informee des lipnes directices de la Global Reportmg Intative (GEIy pour le reporting
développement durahle 7

0 a 0 ] O

Mo Peun Bodérément Considérablenent Tatalenment

Votre entreprise s¢ conforme-t-che aux lignes directrices de la GRIT Owm O Nem O
Worre entreprise se référe-t-elle 4 des limes direcmices de ln GRI ? om O Nea O

J
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Section Quatre — Reporting

Est-ce que vous diffusez acmellement. on projetez de diffusez. I'mformation concermant les activirds swivantes dans volre
procham rapport annuel on environnemental 7

Deéja diffuseé Enprojer Moo Mem
applicable
Urilisation de matémany a [ a (|
Utilisaton d'énerzie | O O m]
Utilisation de 'ean | O O |
Emissions dans Padr. dadis le sol ef dans 1ean O | a 0
Activités de recyclage 0 O 0 0
Amplens de In contamination des terraims détens [m) O a 0o
Tmipacts primeipais sur la biodiversité 0 O O [H]
Activités de rehabilitation restoration (1) O O (]
Politiques de rehabilitaton restaration O O [ 0
Enissions de paz i effer de serre m) [ 0 a
Unlisation/enmssions des substances
dozone-épuisement 0 0 O 0
Diéclicts 0 O O (]
Politiques environnementales des fonmussenrs a O 0 a
Tmpacts suvirmementans des produits O O o 3]
Composants récupérables de prodigts vendus a O ] 0
Amendes powr des mfractoons a la lodaus réglements
COVIEONEIRNTAIY 0 O 0 |
Tmpacts environnementanx des activités logistiques 0 a a O
Dépenses environmementales 0 O O 0
Informanon de développement durable a a O 0
Section Cing - Questions  opinion
Donmnez volte ovis s les rappocts suivints concemmnt ke reporting environsemental ?
(1 ="En fort désaccord: 2 = En désaccord; 3 = Sans opinion; 4 = D'accord; 5 = Tout 4 fait d accord)
Cochez une senle case
En fort Tout a Eait
désngcord i accord
Les entreprises ne devraent emplover que particllement les lignes direcmices de GRI 1 2 3 4 5
powr diffieser information spvireineapeiale B o o 0 O
Les enmweprises devraient faire lenr rapport en conformite avee les lignes directrices
de GRI aussitde que possible O O o O a4d
Les corps professionnels de comprabilité deveaient fourinir des lignes directrices
aur le repogting environnemental O O O 9 O

Le gouvernement deveait fournir des lignes directrices swy lereportmg envirsmmemental 0 O O 0O O

i
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En fort

o o

0 S Y R i [ |

O

désaccord
Les organismes de recommandation publique {par example GRI} devenient 1
foumir des lignes directnices sur le reporting enviromemental 0
L application des lignes directrices de 1a GRI sur 12 reportmg environmentental
devraient émre obligaroire. O
Les hignes direcimices conrantes sont wop détmllées pour ére integrées
entiérentent dans les opératioins de repooting enviounemental 0
Les lignes dwecrices corantes ne sont pas approprides § mon mdustrie 0
Le reporting de 'mformation environnementale estun swjer de [égislanon |
Le rile de I'UE dans 1a législation dn reporting environnemental devrait
etre meillenr a
Tl va assez de la legislation du reporing envirennemental pour les entrepnses en France, O
Le reporting environnemental. dans Iz mesure du possible. devvair ére quaniafié 0
Les marvaises nonvelles environmementales deviaient éme mcluses dans le rappont [
L'Internet est le meilleur outil pour le reporting envirannemental a
Lrinformation environnementale deviaent éve diffusée aussi féquenunent que possible O

La natire et le content du teporting environnemental devvant dépendre du
qugement de auteur

Laurenr ne devrair étre responsable que de 'execurion des lignes
direciTices prescnptives

Le navean dn reporting environnemenial deviait convenin aux conditions
de chaque enfreprise

Le reporting eovironnemental deveait ére uniforme ef le méme
pour chague entreprise 21 pays.

Tme deémarche conservamice forte 4 1a mesure des meidences sur
Tenvironnement 251 la meillewse

Les lignes directrices devraent permettre des entreprises de ne diffuser
certaines mformations s lewrs achivités,

Ohbservations/Commentaires

]

o o oo

]

O

4

o o

O oooo o

a

Tout & famr
daccord
L1
|

m|

]

o ooo0oaogogao

|

Utiliser cet expace pour [our cominentare qie vons souliaiteriez ajouter sur Matilisation des lignes divectrices dans le

reporting de I'mformaton envirannementale?

Serjez-vous disposé a participer a la firture recherche 7

Merci d"avoir pris le temps de remplir ce questionnaive
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Name
Address
Address
Region/State
Country

2005
Dear Sir/Madam
Corporate Disclosure of Environmental Information

The onus on companies to be environmentally responsible has increased dramatically in
recent years. Companies are now expected to be actively engaging stakeholders and
enhancing corporate governance structures as part of their responsibility to protect the
environment.

This has resulted in considerable additional pressure on directors and senior management
and this research is aimed at identifying how companies are addressing and disclosing
these new pressures. As such, it focuses on stakeholder, corporate governance and
disclosure issues.

The questionnaire will take approximately 10 minutes to complete. It has been designed
so that you can provide immediate responses without having to refer to others for
information.

All responses will be treated in the strictest confidence and publications will be based
only on aggregate responses, so that no individual or organisation will be identified. When

our research is completed we will send you a summary of our findings in electronic format.

I hope that you will find the questionnaire relevant and interesting. If you require any
further information please do not hesitate to contact me.

Yours sincerely

Dr. Philip O’Regan

Department of Accounting and Finance

Kemmy Business School

University of Limerick

Ireland

Tel: 00 353 61202397; email: philip.oregan@ul.ie
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Name
Address
Address
Region/State
Country

2005
Madame, Monsieur
Le Reporting Environnemental des Entreprises Francaises

Je vous serais reconaissant si vous pouviez de prendre le temps de remplir le questionnaire
ci-joint.

Ce questionnaire a pour but de découvrir comment les entreprises dirigent la gestion et le
reporting des impacts environnementaux. Le reporting environnemental est en relation
avec le recueil et la diffusion d’informations sur I’interaction d’une entreprise avec
I’environnement.

Le questionnaire pose également un certain nombre de questions sur les lignes directrices
pour le reporting développement durable de la Global Reporting Initiative (GRI).

Ce questionnaire devrait prendre approximativement 10 minutes de votre temps.

Les résultats du questionnaire seront anonymes et toutes les informations fournies a
I’Université de Limerick demeureront strictement confidentielles.

L’ensemble des résultats de ce questionnaire seront compilés dans un rapport, qui sera
rédigé des que possible et rendu disponible a tous les participants.

En vous remerciant de votre participation, je vous prie de recevoir madame,
monsieur, I’assurance de mes sentiments les meilleurs.

Dr. Philip O’Regan

Department of Accounting & Finance

Kemmy Business School, University of Limerick, Ireland
Téléphone : 00 353 61202397 ; email : philip.oregan@ul.ie
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Appendix B

Questionnaire Pilot Testing and Distribution

Pilot Testing Respondents

The backgrounds of the respondents used in the pilot test of the questionnaire are as
follows:

Academic Respondents

Academic

Respondent No. Questionnaire Background

1 French Lecturer — Business French

2 English Business Research Student
Other Respondents

Other

Respondent No. Questionnaire Background

3 French Secondary School Teacher - French

4. French Native French speaker

5. English Fund Accountant

6. English Chartered Accountant

These respondents were not fully representative of the target population. However, on the
whole, they have a similar standard of education. In addition, some respondents have a
business background/education.

Effect of Pilot Testing

The pilot testing led to an improvement in the quality of the attitude statements in Section
Five of the questionnaire. Phrasing, sentence structure and length of some attitude
statements were amended. Improvements were also made to the quality of the French
language translations of the attitude statements. Amendments arising out of the pilot
testing were only made to Section Five. Questions in the other Sections were short and
factual and as a result remained unchanged.

Distribution

The mail out was administered by the author of the study and included the questionnaire,
cover letter and return envelope. The return envelope bore the academic address of the
supervisor:

Dr. Philip O’Regan

Department of Accounting & Finance
Kemmy Business School

University of Limerick
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Reply questionnaires were received and stored by the supervisor until a sufficient period
was allowed for late replies.
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Appendix C

Questionnaire Timeline

Questionnaire Design — April, 2005

\ 4

Questionnaire Pilot Testing — May, 2005

y

Questionnaire Mail out — November, 2005

A 4

Questionnaire Mail out reminder — December, 2005

A 4

Satisfactory Response Rate — January, 2006
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Appendix D

Statistical Measures

Statistical Measures

Statistical Test

Description

Reason for
Selection

Non-parametric Tests

A family of statistical procedures that do not
rely on the restrictive assumptions of
parametric tests. In particular they do not
assume that data come from a normal
Distribution

Small sample size and
lack of assumption
regarding normal
Distribution

Cronbach's alpha

A measure of reliability (internal consistency)

Test for reliability of
attitude statements

Chi Square Test

Pearson's chi-square test of independence
of two categorical variables. Tests whether
two categorical variables are associated.

Non-parametric test for
correlation between two
variables

Fischer's Exact Test

An exact test of association between two
categorical variables. Used in place of
Chi square test were data is too small.

Non-parametric test for
correlation between two
Variables

Mann Whitney U Test

A test that looks for differences between
two independent samples.

Non-parametric test for
correlation between two
independent samples
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Appendix E

GRI Stakeholder Council Members

Stakeholder Council Members

Africa

Ireton, Karin

Director

Group Sustainability Management
Standard Bank

Kativu, Douglas K.
Regional Project Manager
African Institute of Corporate Citizenship

South Africa

South Africa

Nabide, Isah Kiti

Senior Water Officer

Assessments and

National Nile Basin Initiative Focal Officer
Water Resources Management

and Development

Uganda

Asia

Aharoni, Talia

President

MAALA - Business for Social
Responsibility for Israel
Israel

Erni, Marilou
Executive Director
Petron Foundation
Phillipines

Kakkar, Meenakshi

Deputy General Manager (Environment)
Steel Authority of India Ltd.

India

Kwak, Nohyun

Professor

Korean National Open University (KNOU)
Republic of Korea

Unno, Mizue

Managing Director
So-Tech Consulting Inc
Japan

Chouhan, Mahendra Kumar

Vice Chairman - Global Advisory Board
Asian Centre For Corporate Governance
& Sustainability

India

Haldar, Aditi

Counsellor - Environment
Confederation of Indian Industry
India

Ito, Kayo
Director
Cre-en
Japan

Legarde Hubo, Colin

Senior Program Coordinator

Center for Social Responsibility/
Foundation for People Development
Phillipines

Waheed, Ambreen

Executive Director

RBI - Responsible Business Initiative
Pakistan
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Europe

Bergin, Filippa
Independent Consultant
Sweden

Dubach, Barbara

Vice President CSR/SD Coordination
Holcim Group Support
Switzerland

Hellmann, Marion

Assistant General Secretary
Building and Woodworkers
International

Switzerland

Kuszewski, Judy
Independent Consultant
United Kingdom

Otten, Norbert

Director, Policy Issues, External Affairs
and Public Policy

DaimlerChrysler AG

Germany

Robinson, Nicholas

Strategic Communications Advisor,
Executive Assistant

BP

United Kingdom

Verburg, Johan

Policy Advisor Corporate Social
Responsibility Project

Oxfam Novib/Oxfam International
The Netherlands

Brekau, Uwe

Senior Manager International Chemicals Policy
Bayer

Germany

Habbard, Pierre

Consultant

Trade Union Advisory Committee to the OECD
France

Knight, Alan
Head of Standards
AccountAbility
United Kingdom

Mazeau, Pierre

Project Manager on Social Responsibility
at EDF Generation and Engineering
Electricité de France (EDF)

France

Ramos, Eva
Independent Senior Advisor
Spain

Stepanov, Kirill
President

Vernadsky Foundation
Russia

Latin America

Coelho Monteiro, Ruth
President

Sindicato dos Trabalhadores
nas Induastrias do Vestuario da
Baixada Santista (SINDIVEST)
FORCA SINDICAL

Brazil

Guttilla, Rudolfo Witzig
Director of Corporate Affairs
and Government Relations
Natura

Brazil

Pesce, Dante

Founder and Executive Director
Vincular - Centre for CSR Chile
Chile

Grehter, Ana Paula

Coordinator of the Social

and Environmental Report of Petrobras
Petrobras Energia

Brazil

Lessa Brandao, Carlos Eduardo

Chairman of the Sustainability for

Companies Study Group (GESE-IBGC)

IBGC - Brazilian Institute of Corporate Governance
Brazil

Reis Ursini, Tarcila
Director

Ekobé

Brazil
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Teixido, Soledad
President

PROhumana Foundation
Chile

Morth America

Blackburn, William R.

President

William Blackburn Consulting, Ltd.
United States of America

Cohen, Mark A.

Vice President for Research

Research Resources for the Future
United States of America

Gereluk, Winston

Public Services International
ITUC/TUAC

Canada

Kayal, Alya

Vice President, Social Research
Calvert Group

United States of America

White, Heather
President

New Standards
USA

Chapman, Peter

Executive Director
Shareholder Association for
Research and Education
Canada

Freundlich, Paul

Chairman of the Stakeholder Council
President

The Fair Trade Foundation

United States of America

Kane, Constance F.

Senior Consultant/Africa Division
World Education International
United States of America

Rosenbaum, Ruth

Executive Director

Center for Reflection, Education
and Action (CREA)

United States of America

Oceania

Burrow, Sharan Leslie

President

Australian Council of Trade Unions
(ACTU)

Australia

Whittaker, Stella

Director of Environmental Policy
NSW State Government

Dept of Environment and Climate Change
Australia

Hancock, Renee Luise
Corporate Responsibility Manager
ANZ Banking Group Ltd
Australia

Wescott, Wayne
Independent Consultant
Australia
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Appendix F

GRI Vision and Strategy Disclosure Items

1 VisioNn AND STRATEGY

This section encompasses a statement of the reporting organisation’s sustainability vision
and strategy, as well as a statement from the CEO.

1.1 Statement of the organisation’s vision and strategy regarding its contribu-
tion to sustainable development.

Present overall vision of the reporting organisation for its future, particularly with
regard to managing the challenges associated with economic, environmental, and
social performance. This should answer, at a minimum, the following questions:
» What are the main issues for the organisation related to the major themes of
sustainable development?
» How are stakeholders included in identifying these issues?
» For each issue, which stakeholders are most affected by the organisation?
» How are these issues reflected in the organisation’s values and integrated into
its business strategies?
» What are the organisation’s objectives and actions on these issues?

Reporting organisations should use maximum flexibility and creativity in prepar-
ing this section. The reporting organisation’s major direct and indirect economic,
environmental, and social issues and impacts (both positive and negative) should
inform the discussion. Reporting organisations are encouraged to draw directly from
indicators and information presented elsewhere in the report. They should include
in their discussion any major opportunities, challenges, or obstacles to moving
toward improved economic, environmental, and sodal performance. International
organisations are also encouraged to explicitly discuss how their economic, envi-
ronmental, and social concerns relate to and are impacted by their strategies for
emerging markets.

1.2 Statement from the CEO (or equivalent senior manager) describing key
elements of the report.

A statement from the reporting organisation’s CEQ (or equivalent senior manager
if other title is used) sets the tone of the report and establishes credibility with inter-
nal and external users. GRI does not specify the content of the CEO statement;
however, it believes such statements are most valuable when they explicitly refer
to the organisation’s commitment to sustainability and to key elements of the report.
Recommended elements of a CEO statement include the following:

» highlights of report content and commitment to targets;

» description of the commitment to economic, environmental, and social
goals by the organisation’s leadership;

-

statement of successes and failures;

-

performance against benchmarks such as the previous year’s performance
and targets and industry sector norms;

-

the organisation’s approach to stakeholder engagement; and

-

major challenges for the organisation and its business sector in integrating
responsibilities for financial performance with those for economic, environ-
mental, and sodal performance, including the implications for future busi-
ness strategy.

The CEO statement may be combined with the statement of vision and strategy.

172



Appendix G

GRI Profile Disclosure Items

2 PROFILE

This section provides an overview of the reporting organisation and describes the scope

of the report. Thus, it provides readers with a context for understanding and evaluat-

ing information in the rest of the report. The section also includes organisational con-
tact information.

Organisational Profile
Reporting organisations should provide the information listed below. In addition, they

are encouraged to include any additional information that is needed for a full picture

of the organisation’s operations, products, and services.

2.1
2.2

2.3
2.4

2.5
2.6
2.7
2.8

Name of reporting organisation.
Major products and/or services, including brands if appropriate.
The reporting organisation should also indicate the nature of its role in providing

these products and services, and the degree to which the organisation relies on
outsourcing,.

Operational structure of the organisation.

Description of major divisions, operating companies, subsidiaries, and joint
ventures.

Countries in which the organisation’s operations are located.
Nature of ownership; legal form.
Nature of markets served.

Scale of the reporting organisation:
» number of employees;
» products produced/services offered (quantity or volume);
» net sales; and
» total capitalisation broken down in terms of debt and equity.
In addition to the above, reporting organisations are encouraged to provide
additional information, such as:
» value added;
b total assets; and
b breakdowns of any or all of the following:
* sales/revenues by countries/regions that make up 5 percent or more of
total revenues;
» major products and/or identified services;
s costs by country/region; and
* employees by country/region.
In preparing the profile information, organisations should consider the need to pro-
vide information beyond that on direct employees and financial data. For exam-
ple, some organisations with few direct employees will have many indirect
employees. This could include the employees of subcontractors, franchisees, joint
ventures, and companies entirely dependent on or answerable to the reporting
organisation. The extent of these relationships may interest stakeholders as much
or more than information on direct employees. The reporting organisation should
consider adding such information to its profile where relevant.
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2.9

Reporting organisations should choose the set of measures best suited to the nature
of their operations and stakeholders’ needs. Measures should include those that
can be used specifically to create ratios using the absolute figcures provided in other
sections of the report (See Annex 5 for information on ratios). All information
should cover that portion of the organisation that is covered by the report.

List of stakeholders, key attributes of each, and relationship to the report-
ing organisation.
Stakeholders typically include the following groups (examples of attributes are
shown in parentheses):

» communities (locations, nature of interest);

b customers (retail, wholesale, businesses, governments);

» shareholders and providers of capital (stock exchange listings);

»

suppliers (products/services provided, local/national/international
operations);

» trade unions (relation to workforce and reporting organisation);

» workforce, direct and indirect (size, diversity, relationship to the reporting
organisation); and

» other stakeholders (business partners, local authorities, NGOs).

Report Scope

2.10
2.11
2.12
2.13

2.14

2.15

2.16

Contact person(s) for the report, including e-mail and web addresses.
Reporting period (e.g., fiscal/calendar year) for information provided.
Date of most recent previous report (if any).

Boundaries of report (countries/regions, products/services, divisions/
facilities/joint ventures/subsidiaries) and any specific limitations on the
scope.

If reporting boundaries do not match the full range of economic, environmental,
and social impacts of the organisation, state the strategy and projected timeline for
providing complete coverage.

Significant changes in size, structure, ownership, or products/services that
have occurred since the previous report.

Basis for reporting on joint ventures, partially owned subsidiaries, leased
facilities, outsourced operations, and other situations that can significantly
affect comparability from period to period and/or between reporting organ-
isations.

Explanation of the nature and effect of any re-statements of information
provided in earlier reports, and the reasons for such re-statement (e.g., merg-
ers/acquisitions, change of base years/periods, nature of business,
measurement methods).

Report Profile

2.17
2.8

2.19

2.20

2.21

2.22

Diecisions not 10 apply GRI principles or proiocols in the preparation of
e reipeni,

Criteriatdeliniism wsed In alny .'||,'-|:|.'|l.||'|l:||!._g lor egnmemibe, cnviranmental,
anid social coxts and benelits,

Significant changes from previous years in the measurement methods
applied to key economic, environmental, and social information.

Policies and internal practices to enhance and provide assurance about the
accuracy, completeness, and reliability that can be placed on the sustain-
ability report.

This includes internal management systems, processes, and audits that management
relies on to ensure that reported data are reliable and complete with regard to the

scope of the report.

Policy and current practice with regard to providing independent assurance
for the full report.

Means by which report users can obtain additional information and reports
about economic, environmental, and social aspects of the organisation’s
activities, including facility-specific information (if available).
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Appendix H

GRI Governance Structure and Management Systems Disclosure Items

GOVERNANCE STRUCTURE AND
MANAGEMENT SYSTEMS

Thils sectivan provides an overvies of the gosernance stristuee, overanching policies, and
miAnagemen svstems 0 place W implereent the reporting engani=athon’s vishon for sus-
taknabde development and 1o manage (s pedomance, I ooniast, Sealon 5 (Perfor-
miance [mdicasors) addresses the eailis and breadih of the orpansation’s activites,
Discursslions of stakebiokler emgageme fams a Key pam of any descripabon of govemanie
siFtures and management sysicms,

Some of the infiemation listed i this section may overlap with mlommation in other
publications fmm the organissiion. GRI & sensdtive o the need o avoid unnecessary
duplicaticn «f elort. Howaneer, Tor the zake of ensuring ol and complete comtextual
mformation ke users of sustainability repors, it s mpedand o over the iems listed
belowy in combination with other information on the organisstion’s copmeemic. envi-
ronmiental, and sedal pedormancy. Crganisations may wish o cross-relenmeoe between
different docmenits, bat this shoulf mot be done ar the expense of exdoding neoessany
mformation in a sustainability repo.

Slructure and Governaonce

F-1 Gowernabes steaciure of the organization, incuding mapar commiitees under
the board of direciors thal are responsible For setiing strategy and for over-
sight of the crgandsatbon.

Dyl chie-soope of pesposibility of any magor comimiiess and Indicare any disec
responsillicy for economic, sadal, and envinonmenial perdormance.

Fe2  Pemcentage of the beard of directors that are independent, non-executive
iirectors.

saabe how the board determines “indgendenoe”

33 Procsss [or deiermining the expenise board members peed o guide the
siralegic direction of the srganisation, inclwling ssues related o enviran-
mental and social risks and opportunities.

Fuly  Board-level processes for overseeing the organisation’s idenfification

3.5 Linkage berween executive compensation and achbevement of the crgani-
sation's Mnancial amd pon-linancial goals {e.e., envirommental performance,
fabour practices).

j.ﬁ Urganksational streciure and key individuals responsible for oversight,

implemeniation, and audit of economic, environmental, secial, and related
policies,

Include ldenrificaibon of the highest fewel Of managemem below the Boaand level
ifireatly responstble forc seiting and implementing envinonmeendal and socal poli-
chs, s veell as gemeral organssadional struciure beboy 1ho board kel

37 Mission and values stalements, Intemally developed codes of conduct o
principles, and podices relevant b econamic, environmental, and social per-
fermance and the slalus of Implementasion.,

Dhesscribse the seaives of iopleme tation in e of degree toowhickh the oode sapplied
across the caganisation in diferent reglons and depanmentsiuniss, “Pelices” refers
tei theese that apply o the arganisation as a whole, bot may ot necrssanby provide

suibezanmtinl derall om the specilic aspecs Bsted under the perlomanee indicawss in
Part O, Section 5 of thie & rddelnes.
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Stakeholder Engagement
Stakeholder engagenent aaivitics should reflect the organisation’s stakeholders as
Idenrified in the Prolibe secien,

3-8 Basis for identification and selembon of major siakehobders.

Thits inclusdes the prccesses Tor defining an organvsation’s stk olders ard for deser-
miming which groups o engage.

310 Approaches 10 slakehplder consuliation reported in terms of frequency of
consultatiens by type and by stakeholder group.

Thile conekl Inchude srveys, foos groups. communiy panck: corpesase sdvisory
panck, wrilien commurication. managementiunicn struciures, and other vehades.

F:11 Type of information generaed by stakeholder consultations.

Inchude a =t of key. tssies and concems mised by sakehedders and ideniidy amy
Indicatoss specilicilty develaped s a resubt of stakehidder oonsultation,

F:12 Use of information resulting from stakeholder engagemenis.

Fuar exampde, this could indude sslectimg pedommance benchmaris or mfluendng
spedlic decksking on pelicy a8 operitions,

Overarching Policies and Management Systems

GRI has incuded policy indicators in beah Sectien 3 (Governance Strociuee and
Management Syaems) and Seabon 5 (Peronmance Indicatos). using the general prin-
ciple o grouping Infermation ems dosest ve the mest relevant aspect, The broaden
vverarching podicies are most direcify related wo the governanoe stroouse and man-
agement systemms seciion ol the repan.. The most detailed level of policy {eg.. polides
on child Ehour) may be capiered in the perfonmamnoe mdicator secigon ol the repore
‘Where the reporiing crganisation perceives an overlap inthe GRI ramework, it shomkd
chioose the most appropriate locaison in s report for the infommation.

3-13 Explanation of whether and how the precanibonary approach or principls
is addressed by ihe organisation,
This ool knclude an exanple dhar Blustraes the onganisarken’s appeoach 1o risk

memagement in the operational planming or the development and immoduction of
new rodicis For reference. see the ghossary for text ol Aniche 15 of the Rie Prin-
dples on the precautionary appmoac.

F:1dy Externally developed, voluntary economic, environmenial, and sacial char-
feys, seis of principles, or arher indrialves o which the organisation suk-
seribes or which it endorses,

Indude date of adopoon and conmEnesioperations where applied-

3:15 Princpal memberships In indusiry and business assoclations,. andor
natiomalfimternational advocacy organisations.

3.15 Palicies andfor systems Ffor managing upsiream and downsiream fmpacis,
Ime ludiigs
b supply chain management as it perains o oulscarciog and supplier
environmenial and social performance; and
b produd and service slewardship indtiatdives.
Stewardship imitiatives indude ellons 1o impanee produd dedgn g minemese
negativee impacs associated with manutaudng, vse, snd final disposal,

F:17 Reporning organisstion’s approach to managing indirec economic, envi-
rimmental, and secial impacis resulting from bs activities.

S belondy uncder Economic Perdformance Indicstoes) for a disousdon of mdirect eco-
nomie innpact=
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3.18 Major decisions during the reporting period regarding the location of, or
changes in, operations.

Explain major decisions such as facility or plant openings, closings, expansions,
and contractions.

3.19 Programmes and procedures pertaining to economic, environmental, and
social performance. Include discussion of:

» priority and target setting;

major programmes to improve performance;
internal communication and training;
performance monitoring;

internal and external auditing; and

v w w v v

senior management review.

3.20 Status of certification pertaining to economic, environmental, and social
management systems.

Include adherence to environmental management standards, labour, or social
accountability management systems, or other management systems for which
formal certification is available.

177



Appendix I

GRI Content Index

GRI CONTENT INDEX

A table identifying location of each element of the GRI Report Content, by
section and indicator.
The purpose of this section is to enable report users to quickly assess the degree to
which the reporting organisation has included the information and indicators con-
tained in the GRI Guidelines. Specifically, the reporter should identify the location
of the following GRI elements:

» Vision and Strateqy: 1.1 and 1.2
Profile: 2.1 to 2.22
Governance Structure and Management Systems: 3.1 to 3.20

v w v

Performance Indicators: all core performance indicators and identification of
the location of explanations for any omissions

» Any of the additional indicators from Section 5 of Part C that the reporter
chooses to include in the report
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Appendix J
GRI Environmental Disclosure Items

Environmental Performance Indicalors

Core Indicalors Additienal Indicalors

Maferiols

ER1. Total materiais wse other Than water, by bype,
Provide definkions used for types of materials, Report i tonnes,
kilogranis, ar wol ure.

ENz. Percentagn of matarlals weed that are washes
{pmcessed o unprodessad) fmm sources autemal to tha
mponfing ongan] sathn,

Fefers to both post-tovsumner recytled materis] and waste from
itelUsTrist sowces. Repar in tonnes, kilograms, afvolume,

Energy

ENz. Direct endegy uso segmanted by primany sownce, EMy. Inftiaklves to uss renewablo enangy soorces and
Report an afl enengy sources wsed by the repaning ceganisation Lo incredss energy elliciency.
hrrumnupuﬁwmﬁrm;:dﬂm&mmﬂ EMss. Energy ¢ Son footpeint G ed

Raport in joulos [Hutima snargy requirements) of major products,

EMy. Eu:m-:‘: enpngy Lue, =

oo oy v b pry s 98, S ke o)

mwdlaq::_lhlthnpwthwnrmrmhn (B, eleciridty or heal), it e thickal : o
WatErs

ENs, Total water msi, EMa0, Waler sowrces and related ecosystems habdats

sigrificasily affecled by ise of walet,

Imc I umw-lﬂtaduvhmdi and the everall comiribution to
resuking emyimamental irends.

EMz1. Annual withdrawals of groussl and surface water 2.0
percent of annuwsl senswable quantily of water avilsble from
the caurces.

Breskrioem by reglon.,

EMz2, Tolal recprling and reuse of waber
I lude wastewater and other used water (e.g., oooling water],

Biodlwersity
EME. Eocation amd =ire of Land owned, lexsed, o peamaged in EM=3. Total amoust of band ewned, leesed, or managed for
hiodiversity-rich habfats. peodiiction aclivilies or exiractiee o,
Further puidance on blodhsmity-rich hebitats may be found at
wivwginbalreportegan {foetheoming), Edzy. Amount of impermeabla nafare as 3 percentage of lzad

purchased or lsased.
EMy. Description of the major impacls on bisdlversily asspcated
with activilies and/or prodiscts and services in lorrestrial, resh-  E035: Impacts of activities and operations an protected and

sensiie arezs.
waker, and mating smommeaLs. 2.5, IUCN protected area categnies 1-4, work] herftage sies,

and biosphens Feoewes),
EMz26. Changes to natersl hahitats reslting from activitses and

operations and percentage of hahitat protached or restezed.
Iidesntify typee of habitst affected and its status.
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Environmental Performance Indicators (continued)

Core Indicators Additional Indicators

Biodiversity (continued)

EN27. Objectives, programmes, and targets for protecting and
restoring native ecosystems and species in degraded areas.

EN28. Number of IUCN Red List species with habitats in areas
affected by operations.

EN29. Business units currently operating or planning operations
in or around protected or sensitive areas.

Emissions, Effluents, and Waste

ENS8. Greenhouse gas emissions.
(CO,, CH,, N0, HFCs, PFCs, SF). Report separate subtotals
for each gas in tonnes and in tonnes of €O, equivalent for
the following:

e direct emissions from sources owned or controlled by

the reporting entity

= indirect emissions from imported electricity heat or steam

See WRI-WBCSD Greenhouse Gas Protocol.

ENg. Use and emissions of ozone-depleting substances.
Report each figure separately in accordance with Montreal
Protocol Annexes A, B, C, and E in tonnes of CFC-11 equivalents
(ozone-depleting potential).

EN1o. NOx, SOx, and other significant air emissions by type.
Include emissions of substances regulated under:
* |ocal laws and regulations
e Stockholm POPs Convention (Annex A, B, and C) — persistent
organic pollutants
# Rotterdam Convention on Prior Informed Consent (PIC)
 Helsinki, Sofia, and Geneva Protocols to the Convention on
Long-Range Trans-boundary Air Pollution

ENa1. Total amount of waste by type and destination.
“Destination” refers to the method by which waste is treated,
including composting, reuse, recycling, recovery, incineration,
or landfilling. Explain type of classification method and
estimation method.

EN12, Significant discharges to water by type.
See GRIWater Protocol.

EN13. Significant spills of chemicals, oils, and fuels in terms
of total number and total volume.

Significance is defined in terms of both the size of the spill and
impact on the surrounding environment.

EN3o0. Other relevant indirect greenhouse gas emissions.

(CO,, CH,, N0, HFCs, PFCs, SF). Refers to emissions that are

a consequence of the activities of the reporting entity, but occur
from sources owned or controlled by another entity. Report in
tonnes of gas and tonnes of CO, equivalent. See WRI-WBCSD
Greenhouse Gas Protocol.

EN31. All production, transport, import, or export of any waste
deemed “hazardous” under the terms of the Basel Convention
Annex I, 1, 1ll, and VIII.

EN32. Water sources and related ecosystems/habitats
significantly affected by discharges of water and runoff.
Include Ramsar-listed wetlands and the overall contribution to
resulting environmental trends. See GRI Water Protocol.

Suppliers

EN33. Performance of suppliers relative to environmental
components of programmes and procedures described in
response to Governance Structure and Management Systems
section (Section 3.16).

Products and Services

EN14. Significant environmental impacts of principal products
and services.
Describe and quantify where relevant.

ENa5. Percentage of the weight of products sold that is
reclaimable at the end of the products’ useful life and
percentage that is actually reclaimed.

“Reclaimable” refers to either the recycling or reuse of the
product materials or components.
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Environmental Performance Indicators (continued)
Campliemce
EMa6. Incidersis of and fines for non-complisnce withall
ipplicable intermational declarations, comentions tresties,
and pational ﬂh-nnlnnll..rl[hﬂl and kocal regalations

agsdiated with emdronmental ssuss
Explain in teems of countries af apesation.

Frapspart
EN3s. Significant environmastal impacs of transpoiation used
for logisticsl purpises.
Overall

'EH35.'hHarn'hnﬂmm1 & peenil Itures: by typie,
Explaim definitins wsed for bppes of expendibures,
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Appendix K

Country-Level Results for Ordinal Scale Questions

Section Five of Questionnaire

UK - Descriptive Statistics

N Minimum Maximum Mean Std. Deviation

Companies partially use GRI
when disclosing environ. 28 1 5 2.7 1.213

Information

Companies subscribe to GRI
29 1 5 2.48 1.243
as soon as possible

Accountancy bodies should
29 1 5 2.86 1.246
provide guidelines

Government should provide
29 1 5 3.28 1.192
guidelines

Public advocacy
organisations should provide 29 1 5 3.10 1.345

guidelines

Application of GRI guidelines
29 1 4 1.72 1.032
should be made mandatory

Current guidelines are too
detailed

28 1 5 3.61 1.066

Current guidelines not
29 1 5 2.72 1.251
relevant to my industry

Level of disclosure should
suit circumstances of 28 1 5 4.07 1.274

individual companies

Environmental disclosure
should be strictly uniform for 28 1 5 2.1 1.343

all companies and countries

Guidelines permit companies
not to disclose commercially 28 2 5 3.57 .920

sensitive information

Valid N (listwise) 24

182




France - Descriptive Statistics

N

Minimum

Maximum

Mean

Std. Deviation

Companies partially use GRI
when disclosing environ.

Information

Companies subscribe to GRI

as soon as possible

Accountancy bodies should

provide guidelines

Government should provide

guidelines

Public advocacy
organisations should provide

guidelines

Application of GRI guidelines

should be made mandatory

Current guidelines are too
detailed

Current guidelines not

relevant to my industry

Level of disclosure should
suit circumstances of
individual companies
Environmental disclosure
should be strictly uniform for
all companies and countries
Guidelines permit companies

not to disclose commercially

sensitive information

Valid N (listwise)

25

25

25

25

25

25

25

25

24

25

17

14

2.92

2.92

3.00

3.08

3.36

1.96

3.80

3.48

4.04

2.56

3.18

.909

1.077

1.291

1.222

1.075

1.060

913

1.229

.999

1.294

.951
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Appendix L

Ordinal Scale Questions by Percentage of Respondents

Section Five of Questionnaire

UK - Companies partially use GRI when disclosing environ. information

Cumulative
Frequency Percent Valid Percent Percent
Valid Strongly disagree 6 20.7 21.4 21.4
Disagree 5 17.2 17.9 39.3
Neutral 10 34.5 35.7 75.0
Agree 5 17.2 17.9 92.9
Strongly agree 2 6.9 71 100.0
Total 28 96.6 100.0
Missing No response 1 3.4
Total 29 100.0
UK - Companies subscribe to GRI as soon as possible
Cumulative
Frequency Percent Valid Percent Percent
Valid Strongly disagree 9 31.0 31.0 31.0
Disagree 5 17.2 17.2 48.3
Neutral 8 27.6 27.6 75.9
Agree 6 20.7 20.7 96.6
Strongly agree 1 3.4 3.4 100.0
Total 29 100.0 100.0
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UK - Accountancy bodies should provide guidelines

Cumulative
Frequency Percent Valid Percent Percent
Valid Strongly disagree 6 20.7 20.7 20.7
Disagree 4 13.8 13.8 34.5
Neutral 9 31.0 31.0 65.5
Agree 8 27.6 27.6 93.1
Strongly agree 2 6.9 6.9 100.0
Total 29 100.0 100.0
UK - Government should provide guidelines
Cumulative
Frequency Percent Valid Percent Percent
Valid  Strongly disagree 2 6.9 6.9 6.9
Disagree 6 20.7 20.7 27.6
Neutral 8 27.6 27.6 55.2
Agree 8 27.6 27.6 82.8
Strongly agree 5 17.2 17.2 100.0
Total 29 100.0 100.0
UK - Public advocacy organisations should provide guidelines
Cumulative
Frequency Percent Valid Percent Percent
Valid Strongly disagree 5 17.2 17.2 17.2
Disagree 3 10.3 10.3 27.6
Neutral 11 37.9 37.9 65.5
Agree 4 13.8 13.8 79.3
Strongly agree 6 20.7 20.7 100.0
Total 29 100.0 100.0
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UK - Application of GRI guidelines should be made mandatory

Cumulative
Frequency Percent Valid Percent Percent
Valid Strongly disagree 17 58.6 58.6 58.6
Disagree 6 20.7 20.7 79.3
Neutral 3 10.3 10.3 89.7
Agree 3 10.3 10.3 100.0
Total 29 100.0 100.0
UK - Current guidelines are too detailed
Cumulative
Frequency Percent Valid Percent Percent
Valid Strongly disagree 1 3.4 3.6 3.6
Disagree 3 10.3 10.7 14.3
Neutral 8 27.6 28.6 42.9]
Agree 10 34.5 35.7 78.6
Strongly agree 6 20.7 21.4 100.0}
Total 28 96.6 100.0
Missing No response 1 3.4
Total 29 100.0
UK - Current guidelines not relevant to my industry
Cumulative
Frequency Percent Valid Percent Percent
Valid Strongly disagree 5 17.2 17.2 17.2
Disagree 9 31.0 31.0 48.3
Neutral 7 241 241 72.4
Agree 5 17.2 17.2 89.7
Strongly agree 3 10.3 10.3 100.0
Total 29 100.0 100.0
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UK - Level of disclosure should suit circumstances of individual companies

Cumulative
Frequency Percent Valid Percent Percent

Valid Strongly disagree 2 6.9 71 71
Disagree 2 6.9 7.1 14.3
Neutral 3 10.3 10.7 25.0
Agree 6 20.7 21.4 46.4
Strongly agree 15 51.7 53.6 100.0}
Total 28 96.6 100.0

Missing No response 1 3.4

Total 29 100.0

UK - Environmental disclosure should be strictly uniform for all companies and

countries
Cumulative
Frequency Percent Valid Percent Percent
Valid Strongly disagree 14 48.3 50.0 50.0}
Disagree 4 13.8 14.3 64.3
Neutral 5 17.2 17.9 82.1
Agree 3 10.3 10.7 92.9
Strongly agree 2 6.9 71 100.0
Total 28 96.6 100.0
Missing No response 1 3.4
Total 29 100.0
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France - Companies partially use GRI when disclosing environ. information

Cumulative
Frequency Percent Valid Percent Percent

Valid Strongly disagree 2 7.4 8.0 8.0
Disagree 4 14.8 16.0 24.0
Neutral 14 51.9 56.0 80.0
Agree 4 14.8 16.0 96.0
Strongly agree 1 3.7 4.0 100.0
Total 25 92.6 100.0

Missing No response 2 7.4

Total 27 100.0

France - Companies subscribe to GRI as soon as possible
Cumulative
Frequency Percent Valid Percent Percent

Valid Strongly disagree 4 14.8 16.0 16.0
Disagree 2 7.4 8.0 24.0
Neutral 12 44 .4 48.0 72.0
Agree 6 22.2 24.0 96.0
Strongly agree 1 3.7 4.0 100.0
Total 25 92.6 100.0

Missing No response 2 7.4

Total 27 100.0
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France - Accountancy bodies should provide guidelines

Cumulative
Frequency Percent Valid Percent Percent

Valid Strongly disagree 3 11.1 12.0 12.0
Disagree 7 25.9 28.0 40.0
Neutral 6 22.2 24.0 64.0
Agree 5 18.5 20.0 84.0
Strongly agree 4 14.8 16.0 100.0
Total 25 92.6 100.0

Missing No response 2 7.4

Total 27 100.0

France - Government should provide guidelines
Cumulative
Frequency Percent Valid Percent Percent

Valid Strongly disagree 2 7.4 8.0 8.0
Disagree 7 25.9 28.0 36.0
Neutral 7 259 28.0 64.0
Agree 5 18.5 20.0 84.0
Strongly agree 4 14.8 16.0 100.0
Total 25 92.6 100.0

Missing No response 2 7.4

Total 27 100.0
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France - Public advocacy organisations should provide guidelines

Cumulative
Frequency Percent Valid Percent Percent

Valid Strongly disagree 1 3.7 4.0 4.0
Disagree 5 18.5 20.0 24.0
Neutral 6 222 24.0 48.0
Agree 10 37.0 40.0 88.0
Strongly agree 3 11.1 12.0 100.0
Total 25 92.6 100.0

Missing No response 2 7.4

Total 27 100.0
France - Application of GRI guidelines should be made mandatory

Cumulative
Frequency Percent Valid Percent Percent

Valid Strongly disagree 10 37.0 40.0 40.0
Disagree 9 33.3 36.0 76.0
Neutral 4 14.8 16.0 92.0
Agree 1 3.7 4.0 96.0
Strongly agree 1 3.7 4.0 100.0
Total 25 92.6 100.0

Missing No response 2 7.4

Total 27 100.0
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France - Current guidelines are too detailed

Cumulative
Frequency Percent Valid Percent Percent
Valid Disagree 1 3.7 4.0 4.0
Neutral 10 37.0 40.0 44.0
Agree 7 25.9 28.0 72.0
Strongly agree 7 25.9 28.0 100.0
Total 25 92.6 100.0
Missing No response 2 7.4
Total 27 100.0
France - Current guidelines not relevant to my industry
Cumulative
Frequency Percent Valid Percent Percent
Valid Strongly disagree 1 3.7 4.0 4.0
Disagree 5 18.5 20.0 24.0
Neutral 7 259 28.0 52.0
Agree 5 18.5 20.0 72.0
Strongly agree 7 25.9 28.0 100.0
Total 25 92.6 100.0
Missing No response 2 7.4
Total 27 100.0
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France - Level of disclosure should suit circumstances of individual companies

Cumulative
Frequency Percent Valid Percent Percent

Valid Strongly disagree 1 3.7 4.2 4.2
Disagree 1 3.7 4.2 8.3
Neutral 2 7.4 8.3 16.7
Agree 12 44 .4 50.0 66.7
Strongly agree 8 29.6 33.3 100.0}
Total 24 88.9 100.0

Missing  No response 3 1.1

Total 27 100.0

France - Environmental disclosure should be strictly uniform for all companies and

countries
Cumulative
Frequency Percent Valid Percent Percent
Valid Strongly disagree 4 14.8 16.0 16.0
Disagree 13 48.1 52.0 68.0
Neutral 1 3.7 4.0 72.0
Agree 4 14.8 16.0 88.0
Strongly agree 3 11.1 12.0 100.0
Total 25 92.6 100.0
Missing No response 2 7.4
Total 27 100.0
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Factor Analysis Results for Ordinal Scale Questions

Appendix M

Rotated Component Matrix®

Component
1 2 3 5
Public advocacy
organisations should provide .853 .180 .096 109 .092
guidelines
Companies subscribe to GRI
) .781 126 -.218 277 .023
as soon as possible
Current guidelines not
-.604 -.147 431 420 .030
relevant to my industry
Accountancy bodies should
-.082 .856 .038 .037 127
provide guidelines
Government should provide
.268 .725 146 -.025 -.112
guidelines
Application of GRI guidelines
.244 .563 -.098 .231 -.042
should be made mandatory
Companies partially use GRI
when disclosing environ. .106 .067 .894 -.108 .007
Information
Current guidelines are too
-417 .044 773 -.052 .078
detailed
Guidelines permit companies
not to disclose commercially -.061 -.023 .071 -.855 -.056
sensitive information
Environmental disclosure
should be strictly uniform for 191 .219 -.079 .720 -.272
all companies and countries
Level of disclosure should
suit circumstances of .088 .009 .051 -.093 .957

individual companies

Extraction Method: Principal Component Analysis.

Rotation Method: Varimax with Kaiser Normalization.

a. Rotation converged in 6 iterations.
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Component Transformation Matrix

Compo

nent 1 2 3 4

1 .738 454 -.372 .328 -.061
2 -.088 .630 747 .183 .062
3 .361 140 .093 -.825 402
4 .333 -.495 .307 401 .624
5 -.455 .364 -.448 135 .664

Extraction Method: Principal Component Analysis.

Rotation Method: Varimax with Kaiser Normalization.
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Appendix N

Descriptive Statistics for Unused Questions

Section One of Questionnaire

UK - Descriptive Statistics

N Minimum | Maximum Mean Std. Deviation
Years experience 28 1 33 7.54 8.082
Valid N (listwise) 28
France - Descriptive Statistics
Minimum | Maximum Mean Std. Deviation
Years experience 27 2 30 10.89 7.402
Valid N (listwise) 27
UK - Annual report used for disclosing environmental information
Cumulative
Frequency Percent Valid Percent Percent
Valid No 10 34.5 34.5 34.5
Yes 19 65.5 65.5 100.0]
Total 29 100.0 100.0
UK - Separate corporate report used for disclosing environmental
information
Cumulative
Frequency Percent Valid Percent Percent
Valid  No 15 51.7 51.7 51.7
Yes 14 48.3 48.3 100.0]
Total 29 100.0 100.0
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UK - Internet used for disclosing environmental information

Cumulative
Frequency Percent Valid Percent Percent
Valid No 8 27.6 27.6 27.6
Yes 21 72.4 72.4 100.0
Total 29 100.0 100.0

France - Annual report used for disclosing environmental information

Cumulative
Frequency Percent Valid Percent Percent
Valid No 3 11.1 11.1 11.1
Yes 24 88.9 88.9 100.0
Total 27 100.0 100.0

France - Separate corporate report used for disclosing environmental

information
Cumulative
Frequency Percent Valid Percent Percent
Valid  No 19 70.4 70.4 70.4
Yes 8 29.6 29.6 100.0
Total 27 100.0 100.0

France - Internet used for disclosing environmental information

Cumulative
Frequency Percent Valid Percent Percent
Valid  No 16 59.3 59.3 59.3
Yes 11 40.7 40.7 100.0
Total 27 100.0 100.0
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Section Two of Questionnaire

UK - EMS attainment of following standards

Cumulative
Frequency Percent Valid Percent Percent
Valid EMAS 1 34 438 438
1SO14000 20 69.0 95.2 100.0
Total 21 72.4 100.0
Missing  No response 8 27.6
Total 29 100.0
France - EMS attainment of following standards
Cumulative
Frequency Percent Valid Percent Percent
Valid EMAS 1 3.7 6.7 6.7
ISO14000 9 333 60.0 66.7
Other (Please specify) 5 18.5 33.3 100.0
Total 15 55.6 100.0
Missing No response 12 44 .4
Total 27 100.0
Section Four of Questionnaire
UK - Materials usage disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 9 31.0 39.1 39.1
Plans to disclose 1 3.4 4.3 43.5
No plans to disclose 11 37.9 47.8 91.3
Not applicable 2 6.9 8.7 100.0}
Total 23 79.3 100.0
Missing No response 6 20.7
Total 29 100.0
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UK - Energy usage disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 20 69.0 76.9 76.9
Plans to disclose 2 6.9 7.7 84.6
No plans to disclose 3 10.3 11.5 96.2
Not applicable 1 3.4 3.8 100.0
Total 26 89.7 100.0
Missing  No response 3 10.3
Total 29 100.0
UK - Water usage disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 20 69.0 76.9 76.9
Plans to disclose 2 6.9 7.7 84.6
No plans to disclose 3 10.3 11.5 96.2
Not applicable 1 3.4 3.8 100.0}
Total 26 89.7 100.0
Missing  No response 3 10.3
Total 29 100.0
UK - Emissions to air, land and water disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 18 62.1 72.0 72.0
Plans to disclose 2 6.9 8.0 80.0
No plans to disclose 1 34 4.0 84.0
Not applicable 4 13.8 16.0 100.0
Total 25 86.2 100.0
Missing No response 4 13.8
Total 29 100.0
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UK - Recycling activities disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 22 75.9 84.6 84.6
Plans to disclose 3 10.3 11.5 96.2
No plans to disclose 1 3.4 3.8 100.0}
Total 26 89.7 100.0
Missing No response 3 10.3
Total 29 100.0
UK - Extent of land contamination disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 3 10.3 12.0 12.0
Plans to disclose 1 3.4 4.0 16.0
No plans to disclose 15 51.7 60.0 76.0
Not applicable 6 20.7 24.0 100.0
Total 25 86.2 100.0
Missing No response 4 13.8
Total 29 100.0
UK - Major impacts on biodiversity disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 6 20.7 231 231
Plans to disclose 5 17.2 19.2 42.3
No plans to disclose 10 34.5 38.5 80.8
Not applicable 5 17.2 19.2 100.0}
Total 26 89.7 100.0
Missing No response 3 10.3
Total 29 100.0
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UK - Rehabilitation/restoration activities disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 6 20.7 22.2 22.2
Plans to disclose 1 3.4 3.7 25.9|
No plans to disclose 8 27.6 29.6 55.6
Not applicable 12 41.4 44 .4 100.0}
Total 27 93.1 100.0
Missing  No response 2 6.9
Total 29 100.0
UK - Rehabilitation/restoration policies disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 4 13.8 15.4 15.4
Plans to disclose 1 3.4 3.8 19.2
No plans to disclose 9 31.0 34.6 53.8
Not applicable 12 414 46.2 100.0}
Total 26 89.7 100.0
Missing  No response 3 10.3
Total 29 100.0
UK - Greenhouse gas emissions disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 21 72.4 80.8 80.8
Plans to disclose 2 6.9 7.7 88.5
No plans to disclose 1 3.4 3.8 92.3
Not applicable 2 6.9 7.7 100.0}
Total 26 89.7 100.0
Missing No response 3 10.3
Total 29 100.0
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UK - Use/emissions of ozone-depleting substances disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 8 27.6 32.0 32.0
Plans to disclose 2 6.9 8.0 40.0
No plans to disclose 6 20.7 24.0 64.0
Not applicable 9 31.0 36.0 100.0
Total 25 86.2 100.0
Missing  No response 4 13.8
Total 29 100.0
UK - Wastes disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 22 75.9 84.6 84.6
Plans to disclose 1 3.4 3.8 88.5
No plans to disclose 2 6.9 7.7 96.2
Not applicable 1 3.4 3.8 100.0}
Total 26 89.7 100.0
Missing No response 3 10.3
Total 29 100.0
UK - Suppliers' environmental policies disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 2 6.9 8.3 8.3
Plans to disclose 4 13.8 16.7 25.01
No plans to disclose 17 58.6 70.8 95.8
Not applicable 1 34 4.2 100.0}
Total 24 82.8 100.0
Missing No response 5 17.2
Total 29 100.0
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UK - Environmental impacts of products disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 10 34.5 40.0 40.0
Plans to disclose 2 6.9 8.0 48.0
No plans to disclose 10 34.5 40.0 88.0
Not applicable 3 10.3 12.0 100.0
Total 25 86.2 100.0
Missing  No response 4 13.8
Total 29 100.0
UK - Returnable components of products disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 1 3.4 3.8 3.8
Plans to disclose 2 6.9 7.7 11.5
No plans to disclose 9 31.0 34.6 46.2
Not applicable 14 48.3 53.8 100.0}
Total 26 89.7 100.0
Missing No response 3 10.3
Total 29 100.0
UK - Fines for breaches of environ. laws/regulations disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 22 75.9 84.6 84.6
No plans to disclose 2 6.9 7.7 92.3
Not applicable 2 6.9 7.7 100.0}
Total 26 89.7 100.0
Missing No response 3 10.3
Total 29 100.0
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UK - Environmental impact from logistical activities disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 10 34.5 40.0 40.0
Plans to disclose 5 17.2 20.0 60.0
No plans to disclose 7 241 28.0 88.0
Not applicable 3 10.3 12.0 100.0
Total 25 86.2 100.0
Missing  No response 4 13.8
Total 29 100.0
UK - Environmental expenditures disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 4 13.8 15.4 15.4
Plans to disclose 2 6.9 7.7 23.1
No plans to disclose 18 62.1 69.2 92.3
Not applicable 2 6.9 7.7 100.0}
Total 26 89.7 100.0
Missing  No response 3 10.3
Total 29 100.0
UK - Sustainability information disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 14 48.3 58.3 58.3
Plans to disclose 3 10.3 12.5 70.8
No plans to disclose 6 20.7 25.0 95.8
Not applicable 1 34 4.2 100.0}
Total 24 82.8 100.0
Missing No response 5 17.2
Total 29 100.0
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France - Materials usage disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 9 33.3 36.0 36.0
Plans to disclose 3 11.1 12.0 48.0
No plans to disclose 3 11.1 12.0 60.0
Not applicable 10 37.0 40.0 100.0
Total 25 92.6 100.0
Missing No response 2 7.4
Total 27 100.0
France - Energy usage disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 22 81.5 81.5 81.5
Plans to disclose 2 7.4 7.4 88.9]
No plans to disclose 2 7.4 7.4 96.3
Not applicable 1 3.7 3.7 100.0}
Total 27 100.0 100.0
France - Water usage disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid  Currently disclose 23 85.2 85.2 85.2
Plans to disclose 1 3.7 3.7 88.9]
No plans to disclose 2 7.4 7.4 96.3
Not applicable 1 3.7 3.7 100.0}
Total 27 100.0 100.0
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France - Emissions to air, land and water disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 14 51.9 51.9 51.9]
Plans to disclose 5 18.5 18.5 70.4
Not applicable 8 29.6 29.6 100.0}
Total 27 100.0 100.0
France - Recycling activities disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid  Currently disclose 20 741 741 741
Plans to disclose 2 7.4 7.4 81.5
No plans to disclose 1 3.7 3.7 85.2
Not applicable 4 14.8 14.8 100.0
Total 27 100.0 100.0
France - Extent of land contamination disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid  Currently disclose 4 14.8 14.8 14.8
Plans to disclose 2 7.4 7.4 22.2
No plans to disclose 8 29.6 29.6 51.9
Not applicable 13 48.1 48.1 100.0
Total 27 100.0 100.0
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France - Major impacts on biodiversity disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 4 14.8 14.8 14.8
Plans to disclose 4 14.8 14.8 29.6
No plans to disclose 5 18.5 18.5 48.1
Not applicable 14 51.9 51.9 100.0}
Total 27 100.0 100.0
France - Rehabilitation/restoration activities disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 5 18.5 20.8 20.8
Plans to disclose 3 11.1 12.5 33.3
No plans to disclose 5 18.5 20.8 54.2
Not applicable 11 40.7 45.8 100.0
Total 24 88.9 100.0
Missing No response 3 111
Total 27 100.0
France - Rehabilitation/restoration policies disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 7 25.9 26.9 26.9
Plans to disclose 3 11.1 11.5 38.5
No plans to disclose 3 111 115 50.0
Not applicable 13 48.1 50.0 100.0
Total 26 96.3 100.0
Missing No response 1 3.7
Total 27 100.0
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France - Greenhouse gas emissions disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 10 37.0 37.0 37.0]
Plans to disclose 6 22.2 22.2 59.3
No plans to disclose 2 7.4 7.4 66.7
Not applicable 9 33.3 33.3 100.0}
Total 27 100.0 100.0
France - Use/lemissions of ozone-depleting substances disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 3 11.1 11.1 11.1
Plans to disclose 3 1.1 1.1 22.2
No plans to disclose 3 11.1 11.1 33.3
Not applicable 18 66.7 66.7 100.0}
Total 27 100.0 100.0
France - Wastes disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 21 77.8 77.8 77.8
No plans to disclose 3 11.1 11.1 88.9
Not applicable 3 11.1 11.1 100.0
Total 27 100.0 100.0
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France - Suppliers' environmental policies disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 5 18.5 18.5 18.5
Plans to disclose 7 259 25.9 44 .4
No plans to disclose 12 44 .4 44 .4 88.9
Not applicable 3 1.1 1.1 100.0
Total 27 100.0 100.0
France - Environmental impacts of products disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 9 33.3 33.3 33.3
Plans to disclose 4 14.8 14.8 481
No plans to disclose 1 3.7 3.7 51.9
Not applicable 13 48.1 481 100.0
Total 27 100.0 100.0
France - Returnable components of products disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid  Currently disclose 5 18.5 18.5 18.5
Plans to disclose 5 18.5 18.5 37.0}
No plans to disclose 3 11.1 11.1 48.1
Not applicable 14 51.9 51.9 100.0}
Total 27 100.0 100.0
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France - Fines for breaches of environ. laws/regulations disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 9 33.3 34.6 34.6
No plans to disclose 5 18.5 19.2 53.8
Not applicable 12 44 .4 46.2 100.0
Total 26 96.3 100.0
Missing No response 1 3.7
Total 27 100.0
France - Environmental impact from logistical activities disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 9 33.3 33.3 33.3
Plans to disclose 4 14.8 14.8 48.1
No plans to disclose 7 25.9 25.9 741
Not applicable 7 25.9 25.9 100.0}
Total 27 100.0 100.0
France - Environmental expenditures disclosure
Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 9 33.3 33.3 33.3
Plans to disclose 4 14.8 14.8 481
No plans to disclose 7 25.9 25.9 74.1
Not applicable 7 259 259 100.0}
Total 27 100.0 100.0
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France - Sustainability information disclosure

Cumulative
Frequency Percent Valid Percent Percent
Valid Currently disclose 22 81.5 81.5 81.5
Plans to disclose 2 7.4 7.4 88.9
No plans to disclose 1 3.7 3.7 92.6
Not applicable 2 7.4 7.4 100.0
Total 27 100.0 100.0
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Section Five of Questionnaire

UK - Descriptive Statistics

N Minimum Maximum Mean Std. Deviation

Disclosure of environmental
information is a matter for 28 1 5 2.29 1.049

legislation

The role of the EU in

disclosure legislation should 29 1 4 2.03 .944
be greater
Proposed UK disclosure

29 1 4 2.59 .907
legislation is necessary
Environmental disclosures
should be in quantitative 28 1 5 3.71 976
terms
Environmental "bad news"

29 1 5 3.90 .939

should be disclosed

The Internet is the best
29 1 5 3.38 .979
medium for disclosure

Environmental information
disclosed as frequently as 29 1 4 2.59 .867

possible

Nature and extent of

environmental disclosure
29 1 5 3.17 1.167
should depend on preparer

judgement

Preparer should only be
concerned with

28 1 4 2.1 737
implementation of

prescriptive requirements

Valid N (listwise) 26
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France - Descriptive Statistics

N Minimum

Maximum

Mean

Std. Deviation

Disclosure of environmental
information is a matter for

legislation

The role of the EU in
disclosure legislation should

be greater

Proposed UK disclosure

legislation is necessary

Environmental disclosures
should be in quantitative

terms

Environmental "bad news"

should be disclosed

The Internet is the best

medium for disclosure

Environmental information
disclosed as frequently as

possible

Nature and extent of
environmental disclosure
should depend on preparer

judgement

Preparer should only be
concerned with
implementation of

prescriptive requirements

Valid N (listwise)

24 1

25 1

25 1

24 2

25 1

25 1

25 1

24 1

20 2

20

2.7

3.00

3.76

3.88

3.84

3.32

2.72

2.75

3.35

1.122

1.155

1.128

.947

1.068

.900

1.100

1.189

.813
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