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Abstract

This thesis aims to determine the factors that encourage increased accountable and
transparent corporate sustainability disclosures in promoting stakeholder responsiveness
towards sustainability reporting. The study argues that the current low level of disclosure and
lack of transparency, accountability and responsiveness in corporate sustainability disclosures

require urgent attention.

Currently, companies publish sustainability reports mainly to fulfil their legitimate
obligations to society. Disclosures are often not balanced, as most companies tend to disclose
positive rather than negative outcomes. This problem has widened the information gap
between companies and stakeholders, especially those investors who aim to invest in socially
responsible enterprises. It also becomes difficult for companies to raise capital for their
sustainable development activities. Furthermore, lack of balanced disclosures has rendered
sustainability reports less useful to primary stakeholders. Thus, increased transparent and
accountable sustainability disclosure is warranted. There is an argument that since companies
use societal resources, they should show accountability for the use of such resources through
transparent disclosures; independent third parties can provide credibility of such disclosures
through ‘assurance reports’. Stakeholders can also rely on such disclosures if they are able to
physically verify some of the projects undertaken by companies. Stakeholders, especially
primary stakeholders, have long been left out of the company decision-making process. This
study is of the view that inclusion of primary stakeholders in the corporate decision-making
process will help companies to disclose transparent and accountable information. Disclosure
of such information will also enhance the corporate legitimacy process. The current study is,
therefore, motivated to explore empirically the specific factors that would push companies to
increase their sustainability disclosures and also publicly provide transparent and accountable

information.

Data for this study were collected from the sustainability and annual reports of 67 companies
operating in Australia, United Kingdom and South Africa for the period of two years, 2008
and 2009. After extracting relevant information from sustainability reports which followed
the Global Reporting Initiative (GRI) guidelines, an exploratory factor analysis was
performed to identify the important components. These components were combined into a

disclosure index which comprised environmental, social and economic categories. To test
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each of these disclosure components, a number of hypotheses were developed based on a
conceptual framework of the legitimacy and stakeholder theories. Accordingly, four
explanatory variable sets, namely demographics, stakeholder, legitimacy and financial, were

employed in hierarchical regression analyses to test the hypotheses.

Results from hierarchical regression analyses showed that industry type, age, size of
company, return on assets, composition of board, assurance and leverage were the factors that
influenced increase in corporate sustainability disclosures amongst companies operating in
the three selected countries. In other words, companies in environmentally-sensitive industry
sectors (those having higher environmental impacts associated with their activities) with high
return on assets have a larger proportion of independent non-executive directors on their
boards and showed higher levels of environmental disclosures. Also, larger companies in
sensitive industry sectors with high return on assets showed higher levels of social
disclosures. Furthermore, for companies in sensitive industry sectors with high return on
assets, high leverage and ‘assured’ reports showed only marginally higher levels of economic

disclosures.

This study provides several theoretical, policy and practical implications for regulators,
policy makers and stakeholders. The study also emphasizes the need to adopt forward-
looking ‘theory building’ perspectives. In line with this proposition, both legitimacy and
stakeholder theories are adopted as complementary rather than competing theories in this
study. Results showed that issues relating to both theories should be considered
simultaneously in environmental, social and economic performance indicator disclosures.
Thus, a paradigm shift in voluntary disclosure regime is warranted for sustainable growth of
corporate sectors across the globe.

As a direction for future research, a longitudinal study with increased sample size that

includes both local and multinational companies may be considered.
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