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CHAPTER FIVE

ANALYSIS AND DISCUSSIONS
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This chapter presents the result of the study and di ¥ the fihdj S-"M‘E’Chapter

aims to answer the research questions, which are. Y' \ ©
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an vel of CSR disclos}e in Jordanian companies?

etween corporate governance mechanisms
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ard diversity characteristics such as independence, age, gender, and
jonality of directors influence the reporting of CSR in Jordanian
companies?
What is the role of board size as moderating variable on the relationship

between board diversity and corporate govermance with CSR disclosure?
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This chapter is organised as follows. The first section provides descriptive statistics
for the dependent and independent variables. The second section presents the
multivariate result for the main and moderating models. In addition, the §

reports the results of additional analyses. The third section discusses th@t of

testing the hypotheses developed in chapter 3, and the last section conc ud®s with a

summary. \,z
5.2 DESCRIPTIVE STATISTICS OF CSR (TOTAL !UMETR F\do \ &

SENTENCES)

5.2.1 Descriptive Statistics of CSR Leve oyer Yea T &\

Descriptive statistics refer to the transwstlon Nata,m‘&f a form that will make
them easy to understand an z:et Thi a]ys,@ provided by frequency

g s
sta @ deviation that provide clear

meaning to the data. T rov inpt@j&‘é’tatlstlcs for CSR disclosure levels

4
over four years, 200 , O 01 @he average level of CSR measured by

N

the numbers of SS over t ofir YRS is approximately 76.38 sentences, which
Ot

distribution, minimum, ma w,

\J
number of senten\es related to each company and added together

is calculat ed
to get : regate number of sentences for all companies, and then divided by
numbe servations(468 observations). This average suggests a high level of CSR

compared with the study of Ismail and Ibrahim (2008) which indicated the average

number of sentences in Jordanian companies as 22 in 2006.
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Table 5.1 Descriptive Statistics of CSR Level over Years by Total number of
Sentences

Year N Total Mean Min Max Std.
Deyiafdn

2007 117 7103 60.71 0 304

2008 117 1122 66 3 360 A 2.12
2010 117 10211 87.27 11 293 64.82
2011 117 10712 91.55 15 ﬁ\, 73.70
Total 117 35748 76.38 0

L

As can be seen from the table, the minimum CSR dlsclos is 0, ip ng t arsome

Ortége. results

companies do not provide any social disclosure } th a
) re@s due to the

found that only one company did not prov1de® 2007.
AN

fact that all companies over the study p ad som (éemployee related
6
disclosures which is considered a mand@msc%}um@t

(,) ’ 'S
There is an increasing level of CSR g¥er t é p@@} The average level of CSR
increased from 60.71 sente @6 27 d 9 <$sentences in 2007, 2008, 2010

i
’
and 2011 respectively, a laye 1%& hich depicts the extent of average

CSR in the four yea ﬁ%g tr over time could be ascribed to the fact
that companies \ an may comply@ the corporate governance code. This is
clear when 2007 and 2008 (before implement CG code) with years 2010 and

@ement CG code) are compared as shown in FigureS.1.
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Figure 5.1 Extent of CSR level (average of sentences)
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5.2.2 The Level and Trend of CSR Cn%&

Table 5.2 provides descriptive S%E)
The tables show that emplo %rm 1lo zz}ée

total of 20399 and an a\@of l 74 ?keﬁ)(}he second category is product or
service information@a’ to?l;/"% nc@’éverage of 68.30 sentences). This is

followed by co&ity involvement @ a total 5350 and an average of 45.73

sentences) @ronmental themes (with a total of 1825 and an average of 15.60

mic CSR had the lowest disclosure among the companies (with a

senten w Isla

total of 183 and an average of 1.56 sentences). The distribution of total CSR over

categories is depicted in Figure 52




Table 5.2 Descriptive Statistics of Total CSR Categories
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Categories Total Mean Min Max
Islamic CSR 183 1.56 0 180
Community Involvement 5350 45.73 0 %
Environmental 1825 15.60 0 3
Employee Information 20399 174 33 517
Product or Service Information 7991 68.30 371

M Islamic CSR

#@ Community
Environmental
B Employee

Product or Service
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As can be seen from Figure 5.2, the pie chart shows that employee information theme
represents 57% of the total disclosure which is the highest disclosure. This is followed
by product or service information (22%), community involvement (IT
environmental (5%), and Islamic with a share of 0.05% of the total discloshaemIhe
ranking of CSR categories are consistent and similar in each of the foﬁars as

shown in Table 5.3 and Figure 5.3. Employee information receigged e highest

disclosure over the study period in terms of the number of ¢ p&s.and the CSR

level, with a mean ranging from 36.12 sentences in 2007 to®g0> se t%201 1.
|
The mean disclosure for other categories shows product or niprma o’ stn%ed
froml 2.46 sentences in 2007 to 21.76 in 2011, co vél t i@&ised
Y'
from 8.85 in 2007 to 14.93 in 2011 sentences. slafic OJR hasdle lowest
' &
mean in all years with a decrease from 0.42 s¢ to O.@sentenoes in

2011 with only one company disclosing @0
!l

Table 5.3 Descriptive Statistics%‘gorie j
s
S (

y['ota ean Min Max

Year Catego
Islamic CSR CQ ‘ 2? 42 0 49
Community InQe' nt l \((}36 8.85 0 89
2007 Environmen% ’ b)'. Y{m 285 0 23
Employ rmation \c}’ 4226 36.12 0 168
Produé\ervice Information 1458 1246 0 89
QCSR 53 46 0 53
2008 Community Involvement 1041  8.90 0 99
Environmental 347 2.97 0 35
Employee Information 4624 3952 3 196
1415 0 102

Product or Service Information 1655
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2010

Islamic CSR
Community Involvement
Environmental
Employee Information

Product or Service Information

38
1526
577
5738
2332

13.04 0 108

493 0 42 Y.
9 11 149N

19.93 0 g&')

2011

Figure 5.3 CSR Categories
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5.2.3 Descriptive Statistics of CSR items

5.2.3.1 Islamic CSR \2
As mentioned before, this category has the lowest mean of CSR over tVWy period.

Three items of Islamic CSR were included in this study namely, *aquf and Qard

al Hassan. Only one company discloses this category (Jord ic 'Bank) Table

5.4 presents the total number of sentences of these items o% r rlod As

shown in Table 5.4, Qard al Hassan is most common sed ujﬂlbf_{& 32,
ctiy ba by

25 and 24 sentences in 2007, 2008, 2010 and 201 1, Mdisclosed

and provided rich information about Qard a / am S p {to provide

such loans, amount allocated, sources of, he d s s money and

beneficiaries. Moreover, the bank rep & balanc ) @7/ Hassan in detail

from beginning to end of the ye mr t on e solldated Statement of
Sources and Uses of the Amou ;l Qar. Al ée?!lmh'nd (see Appendix D). The

&
bank allocated (23,4) mil &\ (@rv an {2011 which benefitted around
N o

27,000 Jordanian. The y f this ’duné'gwnt to education, medical treatment
] Djgclpsu ged from 16 sentences in 2007 to 17

J‘

and marriage. Foll zak
Zs' k3
in 2011. The ba vided in rmath,‘.bout the ways of paying and calculating

zakat but di e ntion the amount of zakat that should be paid because there is no

law I@ the bank to pay zakaf. Moreover, the bank’s management is not

responsible and authorized to pay zakat as clearly stated in the annual report of the

Sharia Supervisory Board which mentioned that the shareholders are responsible to

pay zakar. On the other hand, no company disclosed information related to wagf,

because the strategy of Islamic bank in this period focused on Qard al Hasan.



Table 5.4 Descriptive of Islamic CSR
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No Items 2007 2008 2010 2011 Total
Ty |
No. of No. of No. of No. of XOf
Sentences | Sentences | Sentences | Sentences nces
| Zakat 16 21 13 17 67
2 Waqf 0 0 0 0 YJ. 0
3 | QardalHassan | 33 32 25 — 14

5.2.3.2 Community Involvement

As indicated in Table 5.5, the highest score re N’ﬂ thi ry<< th 2011 with
a total 1,747 and mean of 14.93 sentences. m;e teg-o\@d as community

£

e
involvement information. As shown@i&%ﬁe er &hilanthropy” item is
the most popular item disclosed wit ta @i se\ <:Lf-:'s and a mean of 5.34.
The second item ranked in t%ﬁis J r@y programmes (health and
education)” the mean nu wsent 2
f

@

is 3.98 sentences, followed by

“Supporting the dev dusé‘s’ or community programmes and

émpanies disclosed information related to

en
activities” with a 1.584 O
“Participatiom&%’nmen‘t‘spc.:igf camY%l\gns” which had the smallest mean of 0.52
sentences. \

N

From the result, it can be noticed that Jordanian companies tend to disclose more

information under “General philanthropy™ items including many activities (charitable

donations, support of orphans, the disabled and needy people, provide Iftar meals in

Ramadan to families in poor areas in Jordan). Companies are involved in such
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activities because they offer a range of activities. The majority of Jordanian

companies prefer not to participate in government campaigns. This may be because

¥

Hamadeen and Badra (2014) who found that only few companies in Jorda@

rYﬂmai gns

they do not trust and believe in such campaigns. This is consistent with the s

information about the company’s participation in the governme

regarding to environmental activities.

Table 5.5 Descriptive of Community Involvement

1Scldsed

developme
local in i
or con 1N

N Items 2007 2008 Total
Mean | Sum | Mean Saw B
1 | General 3.97 464 4.32 % 2501
philanthropy 0
2 | Community 297 | 347 | 3.1 36 : Q* 5.30 620 | 3.98 | 1863
programmes q l .5%
(health and 2 2 C
cducation) \ '\\‘o‘ %(J
3 | Participationin | .52 : B'S ‘5465 64 | 57 | 67 [052 ] 247
government ’ 2 o)
social ‘éé)
campaigns
paig b o f s
-
4 | Supporting f 164 .9{4’115 1.65 | 193 | 230 | 267 | 1.58 | 739




204
5.2.3.3 Environmental Information

The disclosures about environmental information were relatively rare in Jordan, T
items were classified as environmental information. Table 5.6 provides .@/e
r me”

statistics of each of the items. As show, “Environmental protection_progr
c z |

ranked the highest mean over the four years with a mean of 2.49 se ncey. Its mean

ranges from two sentences in 2007 to 3.07 in 201 1. Environmengal mes ranked the

second highest item disclosed with a mean 0.95 of sent won th& othgghand,
]

“Environmental audit”, “Awards for environmental p@n” and “S ppo@or

public/private action designed to protect the envir @ ow&ared,
especially “Environmental audit” which is the 103‘

1 alPYear and company

(‘

disclosed this items in 2007 and 2008. As awa, the majqgity OQVironmental

\ 'Q\
disclosures were related to the manufac, c(‘)‘ ot C‘%Q Arab Electrical
[}
sthgs

Industries and National Chlorine In\ w sclc&@ all environmental
N
information items. On the other nWban;s d?

e : P 4
disclosure. This is evidence thw i kai grewé()re aware of environmental

issues. The banks in Jorda@ort cip N many actives to protect the

environment. c) O
F s

sort of environmental

%,
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Table 5.6 Descriptive of Environmental Information

N Items 2007 2008 2010 2011

Total

Mean | Sum | Mea | Sum | Mea | Sum | Mea | Sum | Mea | Sum

n n n 1
1 | Environmental policies

0.75 | 88 | 075 | 89 |1.20 | 140 130 | 0.95 | 447

2 | Environmental
protcction programme

2.00

249 | 1154

3 | Awards for
cnvironmental

rotcction
P 0.03 0.07 | 32
4 | Support for

public/private action

designed to protect the

cnvironment

0.08 033 | 177

5 Environmental audit 0.00 0.04 20

As previously mml

theme over the\/ period, and almost all Jordanian companies disclosed this item.

This m@e to the fact that the majority of items in this category are required by

d 2004), example of such items that

M, disclosure ab &'mployee information is the most popular
~N

law (i.e., Securities Commission law for 2002 an

are required by law: number of employee, Number of employee training and

“Providing information on the qualifications of employees”, “Providing amount
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and/or  percentage figures for salaries, wages, PAYE taxes, Any
“policy/objective/reason/amount for the company®s remuneration package/schemes.
This category contains eighteen items which cover different areas related to the
employee. It can be seen in Table 5.7 that the most common disclosures m??
category was related to “Providing information on the qualifications of&\yees
recruited” with an average score of 10.47 sentences. Jordanian comp rovided
detailed information about the board members and senior manage Ye&c‘;tlves in
terms of education, specific experience, qualifications, attribut &73 The volume

of disclosure for this items in some cases exceeded 75 senten®agand sMpames

allocated one page to one member including his/her pic@oreov T, nlaj.my of
P 4

companies classified employees according to academw N : Thls)@m is the

ommg E;y disclosed

highest item disclosed in this study. Other 1tem% de
TN %PAYE taxes Any

was Providing amount and/or percentage fi hm
era@ package/schemes”

“policy/objective/reason/amount for th%any'ﬁ re o

with a mean of 7.92 sentences. Thes@ ar, opefary @osures required by law.

The number of employees is also%portagt te yl% average of 5.81 sentences.

The companies not only d&\l tl el numper 0@ employees but also disclosed
(o)

Inﬁ A Gr%;/)loyees On the other hand, a few

companies categor plov‘gg:f ge@ gender or percentage or number of

minority and/or en employees in th}'workforce The mean of these items were

according to geographic

. A respectively. Regarding to employee training, the majority of
compa@ordan disclosed the number of employee training with an average of
6.37 sentences but few companies provided information about the amount spent on
employees training (0.37sentences). Disclosures about health and safety issues in

Jordan are not encouraging, as indicated from the table. The mean of “Cost of safety
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measures” items is 0.18 sentences, Health and safety standards (0.50), and providing

low cost health care for employees (0.62). This kind of information is mostly

disclosed in manufacturing companies. Results from the table show that Jordanian

companies do not give attention to the employee’s welfare and facilities wit}lﬁ e
0.53 sentences discussion of employees welfare in the annual report. “Pr%g staff

accommodation or ownership schemes” (0.23), Providing qeclreational

activities/facilities (1.05), Sponsoring educational conference nars or art

exhibitions (0.97). One of the lowest items in this catego 1 f‘rmation on
accidents” while few companies provided information abog{ this te/:t wi ’nfeéfqzrf
0.14 sentences. This is because companies conside%? i? J ba@ews.
Companies tend to hide bad news because th\m} ge{ﬁe\mlie\gg\ﬁ;t such

information has a negative impact on the Way’s rep on.é‘e results are
consistent with studies of Hackston an %e (1@@/ 0 oﬁ‘gﬁ that only four
6

S

i q .
sentences of bad news informatior ose%jew i&fand companies. In
at¥pr d

i AN
Bangladesh, Belal (2001) fountth&e' mfc*rn i ed realted to bad news
ce®of dj

: 's
was very low with only one 1% 1

& &

=9

S
Q

(} Pt 0’(;
O
Fos
Table 5.7 Descripifyg oM.m Jp or@lon
CNY'

(43

Tterns ﬁ - 2008 N [2010 2011 Total

n
NumbeN

employees
502 | 588.0 | 5.03 589.0 | 6.63 776.0 | 6.53 764.0 | 2717

Categories
of
employees

by age

Sum Mean Sum Mean Sum Mean Sum Sum | Mean

5.81
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Tategories
of

employees
by gender

.07

9.0

.07

9.0

22.0 20.0 60 0.13

Disclosing
percentage
or number of
minority
and/or
women
cmployees
in the
workforce
and/or in the
various
managerial
levels

.05

6.0

8.0

0.08

Providing
information
on the
qualification
S

of
employees
recruited

8.4

984

s
Bl
(4 %

4903 | 10.47

Providing
amount
and/or
percentage
figures for
salaries.
wages.
PAYE taxcs.
superannuati
on

6.41

Any
policy/object
ive/reason/a

mount for
the

package/sch
cmes.

7.17

840.0

950.0 | 8.21 961.0 | 3493 | 7.92

890.0

841 | 9840 | 849 | 994.0 792

3708




Providing

staff
accommodat
ion or
ownership
schemes

209

29.0

17

21.0

23

23

Providing
recreational
activitics/fac
ilitics

.60

Sponsoring
educational
conferences.
scminars or
art
exhibitions

61

Providing
information
on the
company/ma
nagement’s
relationships
with the
cmployees
in an cffort
to improve
job
satisfaction
and
cmployee
motivation

Information
on accidents

Cost of
safety
measures

Health and
safety
standar

71.0

67

1.41

165.0

1.05

72.0

.62

73.0

1.27

L

Providing
low cost
health carc
for
cmployees

38.0

135

1.12

0.97

131.0

344

0.74

A2

66

85

0.18

39

81.0

.59

70.0

235

0.50

59

.59

69.0

.96

113.0

290

0.62
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Number of
cmployvee
training

5.50

644.0

6.25

732.0

6.82

798.0

Amount
spent on
cmployees
training

256

30.0

42

40

47.0

41

6.89 807.0 2%37

175 | 0.37

18

Discussion
of
cmployecs
welfare

38.0

58.0

.85

100.0

45

249 | 0.53

5.2.3.5 Product or Service Information

Six items were categorised under produc hr
theme received most attention after t@e i
However, Table 5.8 presents
that most companies pr

with a mean of 5.92 sen

in 2011. This wa

@ed

“Improveme tome

“Informatio

items @

pro

product.’

o

&N

ovi

el

€ de

velopments relatth

<

)

4

, 4@ and 1.31 sentences respectively on

N

)

K|

m

N

’c%ntti@isclosures for this

]
ion@%dicated in Table 5.8.

$ @s category. It can be seen

e
‘a'gy ypes of service and products

O
A

4.8($&tences in 2007 to 7.33 sentences

ustomer awards/ratings received” and

to the company’s products”. The remaining
orly disclosed with only 0.57 sentences related to the ‘Improvement in

ality’ and 0.61 sentences for ‘Information on the safety of the firm’s




Table 5.8 Descriptive of Product or Service Information
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N | Items 2007 2008 2010 2011 Total
Mea | Sum | Mea | Sum | Me | Sum | Mean | Sum M?um
n n an \
1 | Discussion of major & 3
tvpes of
products/service
483 | 565 | 469 | 549 | 681 | 797 | 73 8 | 592 | 2769
2 | Improvement in
product quality
45 53 | 044 | 51 |075 265
3 | Improvement in
customer scrvices
3.10 363 | 3.94 | 461 | 5. 2131
4 | Customer
awards/ratings
received
o1 | 106 | 113 132 TL 611
5 | Information on the
safety of the firm’s
product \ Py
o
31 42 LIS 091 | 106 | 061 | 286
6 | Information on ’ s é,
developments related ' %
to the company s ‘Q
N
products | c‘g;
2.9 3§5 13 492 | 576 | 517 | 605 | 4.12 | 1929
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5.3 DESCRIPTIVE STATISTICS OF CSR (DISCLOSURE INDEX)

5.3.1 Descriptive Statistics of CSR Level over Years \z

Table 5.9 presents the overall of CSR disclosure for each year meavent by

disclosure index. The table showed that the mean CSR disclosure ove four years
is about 30%. This means that companies in Jordan disclose aro v £ 36 items
which represent 30% of checklist items. This result is acce& p other
studies such as Ghazali (2007) who found that the mea R disglos 1‘ L&,

4
Malaysia, and Barako and Brown (2008) who foun n S onWera e
in Malaysi IBK o g
disclosed 15% of items. The tables show that th@ um disclasfire 1 g obtained

is zero for 2007, while the maximum is 88% fo 08 The e E{k des evidence

for increasing the extent of CSR disclosurEV thﬁ r10 h /\'\e mean of CSR

disclosure is 24%, 27%, 33% and 34°0 0i7 01 %(d 2011 respectively.

Figures 5.4present the extent of %zclosur uff}ch e years of the study.
¢ &
O
Table 5.9 Descriptive Staﬂ&\ CSil Le l ovepPears

Year Min | Max Std. Deviation

2007 .00 62 .14954
2008 | .06 .88 17481

201 7 39.35 3363 A1 72 .16479

20 117 40.17 3434 .08 .66 16628

Total 117 140.32 .30 .00 .88 16864
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Figure 5.4 Extent of CSR level

0.35

0.3

0.25

0.2

0.15

0.1

0.05

O

It is clear from the above figure that%scl Nreas ver the study period.

l
Figure 5.5 shows the contributio by e Vi r to@s CSR, where 2011 has

the greatest contribution to NSerep entm 6% of the total disclosure,

followed by 2010 with 2 o&m %j hlle 2007 has the smallest share

LT

O

representing 20.7% tal lo r $~
\)

A :
N
N

K
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Figure 5.5 Distribution of Total CSR over Years

5.3.2 The Level and Tre

Table 5.10 present% tive statistics forﬁCSR categories for all years. The table
show that th r@of the first three themes seem to have a similar average where
the employBgufprmation theme is the most disclosed theme with a mean of %35.
The second category is shared between community involvement and product or
service information with an average of 34% while environment with 19% and Islamic

CSR had the lowest disclosure among the companies with .0057%. The distribution of
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Figure 5.5 Distribution of Total CSR over Years

.
5.3.2 The Level an@f f@e‘o@”&/
& ol D

Table 5.10 pr&descriptive StatiStl\ r all CSR categories for all years. The table

show tha ing of the first three themes seem to have a similar average where

the agploype information theme is the most disclosed theme with a mean of %35.

The second category 18 shared between community involvement and product or

service information with an average of 34% while environment with 19% and Islamic

CSR had the lowest disclosure among the companies with .0057%. The distribution of
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total CSR over categories is depicted in Figure 5.6. As can be seen from Figure 5.6,
the pie chart shows that employee information theme represents (29%) of the total
disclosure which is the highest disclosure among other theme. This is follow?,
community involvement and, product or service information theme (2%\9,;1,
environmental information (15%) while Islamic CSR is the smallest w&hare of
zero out of the total disclosure. In terms of the percentage of con@nsclosmg,

99.7% of Jordanian companies disclose information related t eme Information,

63% for community involvement, 50% environmenta 1 tio 'and 7% of

! : *
companies disclosed information about product orsméce. Only, o 'lo gl'an
: '

company disclosed information related to Islamic C \

ANg K
Table 5.10 Descriptive Statistics of T. wR %‘s \&
¢ 3 &

9
Lo
Categories M{hy Mean | Std.
, § Deviation
Islamic CSR .67 .0057 06144
Community Involvem 1.00 .3403 32761
V4
Environmental p 43\\ 00 | 1.00 | .1893 22128
T~
Employee In tion C_\’A}SS .00 1.00 | .3553 .16493
N
Product e Information 468 .00 1.00 3397 29158

"S5
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Figure 5.6 Distribution of Total CSR over Categories

slamic CSR
0%

o

In general, disclosure for all CSR catego esglncreas wth ‘édy period except
N

the Islamic CSR which did not cha t1 e as was @losed by only one

company. Table 5.11 and Figure TUW 1' me% employee information

ranging from 30% in 2007 to in OM IE,QT} mean disclosure for other

9’4

categories shows product ce l"o ion spgRed from 25% in 2007 to 38% in

g
2011, community mvo t 1 cfta ﬁloné'f% in 2007 to 41% in 2011.While,

ars with .005%. The poor disclosure of

the Islamic CSR owe}t
Islamic CSR i atlon is due to @fmence of regulation since Islamic CSR is
voluntary . Moreover, the management believes that zakat, waqf and Qard al

Hass t compulsory business payments but the responsibility of individuals.
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Table 5.11 Descriptive Statistics of Categories of CSR over year

Year Categories Mean Min Max
Islamic CSR .005 0 .66
Community Involvement 29 0 1 T
2007 Environmental 14 0 .60 \
Employee Information .30 0 72 -\%
Product or Service Information 25 0 1

Islamic CSR 005 0 N

2008 Community Involvement L 0
Environmental 15 0 W
Employee Information 33 1 l
Product or Service Information 31 0 \d. —

| &S
Islamic CSR .0 0 .6 N
oo l(Elorr.lmunity Involvement ?' 0\0" \’Y'
2 nvironmental 2 &>
6

Employee Information : i S-
Product or Service Information 1 &
@)
Islamic CSR % %t L
Community Involvement
d % 6 0 C}

2011 Environmental

Employee Information :
Product or Service Informati%
(S
s &
NN @)

0.45
g e l -
035 P i ‘
0.3 | \ ‘
0.25 | w2007
i
0. 2 2008
s BB E.FBEEEE e E i 2010
o1s T NN BN G BN N M 2011

0.05

Community Environmental Emplioyee PiGAUCt GF
Involvement Information Service
Information

0 = e S A s

Islamic CSR
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5.3.3 Descriptive Statistics of CSR Items

The following analysis of items covers thirsty six items identified as CSR informatidv
and grouped under five categories: Islamic CSR, community involv@
environmental information, employee information and product an ice

information. Table 5.12 shows the frequency of companies making disclosgre. This

N

analysis captures the nature of disclosure rather than the amount vshow how
important these items to the firms. As can be seen, items @ 1 alnic SR
category have the lowest disclosure by companies among 4@e itefns gver the stﬁd@'
period. Information on wagf had the lowest disclosure amOng all it?n ovgr the%;r
e W, W, >
years. None of companies over the study period dlS% fo bm@f item.

The remaining items under this category relat@ka alé&gsan were

only disclosed by one company (the Jordan I%c Bax:E\b
% f
N "
Table 5.12 shows that the moc imhfortant yel S% are allocated under
ems &

nd s g:)éwere classified as the top
be@ are considered a mandatory

1 O
# ctrgcainies disclosed items related to

=
Q
<
-~

employee information. Many
ranking among all items @ S
¢
disclosure requireme %eby 99%:%0
\ .
fi @s for salaries, wages, PAYE taxes,

“Providing amou r ch
superannuationg ‘Any pollcy/objes&?e/reason for the company’s remuneration

’\

package/sc and were classified as the most commonly disclosed items in this

categ s if% mandatory disclosure requirement. Among both items’ disclosure, the

number of companies that disclose these items increased from 112 companies,
representing 95.7% in 2007 to 117 companies in 2011 which means all companies

disclosed these items in that year. The third popular item was regarding the number of
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employees where, 95.5 % of companies disclosed this items. All companies (117)
disclosed this item in 2011 and 2010 while 90.6% in 2008 and 91.5 in 2007%. The
last important items were related to “Providing information on the qualiﬁca@
employees recruited” with 90.4%. Items related to “Categories of emplc@ age
and gender” and “Disclosing percentage or number of minority women
employees in the workforce and/or in the various managerial levels’w nformation

on accidents” have been classified as the lowest items disclos@g inis cixtegory with

1.3%, 3.2%, 2.8% and 3.4% of companies respectively dis thes iw
| ]

v
.Q\ &
oWde indo n gelited to

Ve T

omthio sed ompanies

As earlier mentioned, 77% of Jordanian compani

product and service information theme. This t

as tool to advertising and promote their proc& services

| | 1 A
corporate image.It can be seen that most nies o) s@ed a discussion of
i F

_ 9
major types of service and products.& atio t saf&&f the firm’s product

: , . N
were found to be lowest item chn thig the elw@Iy 12.2% of companies.
p

In terms of community involveme 63%{ fﬂtﬁ}adisclosed at least one sort of

community involvement&rmat@e jority were related to general
\ .. | &.%J . .

philanthropy (62.4%) conjpaniegfefid C isclosed less information related to

participation in g@knt sgtial

The discl@om environmental information were not encouraging whereby only

anies disclosed information related to the environment. The highest

b

50% co

items disclosed in this theme were the environmental protection programme with

41.9%. follow by environmental policies (37.4%). The remaining items in this theme

included environmental audit with 2.3%



Table 5.12 Frequencies of CSR items
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N Items 2011 2010 2008 2007 pooled
0
N [% |N |[% N | % N | % N og !
0. o o (0]
Islamic CSR '
1 | Zakat 1 9% |1 [ 9% [1 [9% |1 [.9%W%4 9%
> | Waqif o 10 o o o N
3 | Qard al Hassan 9% |1 .9% 1
Community Involvement
4 | General philanthropy 76 | 65 |85 (726 |6 64 ([5424 P202.4
0 0 '\\. )
5 | Community programmes 54 |46 |63 [53.38 36%0w 40.2 %6% 44%
(health and education) o, 4\
= £,
6 | Participation n 47 | 10%
government social 7
campaigns
7 | Supporting the 145192 (197
development of local % % .
0
industries or community
programmes and activities
Environmental
8 | Environmental poligi 316 11751374
% % %
9 | EnvironmentalYyot8€tion 333 1196 | 419
programi o, o, '
10 | Awardag ironmental |5 [4% [6 5% |3 |2.6% |1 9% |15 |32
protclggn 0/
0
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11 [ Support for public/private | 17 | 14 | 20 17% |4 [34% |5 |43 |46 |98
action designed to protect % % %
the environment

12 | Environmental audit 2 (17 |8 |68% |0 |0 1 | 9% | 4664 2.

% ®
Employee information
13 | Number of employees 11 100 [ 11 {100 |1 |90.6 |10 4471955
7 1% |7 |% 0| % 7 %
6

14 | Categories of employees 3 (26 [2 |[1.7% |1 | 9% 0 6 1.3

by age % ’ .%Y'
TN

15 | Categories of employees 3 (26 |5 |43% |4 =% | 3 ,2.6 15 W)

by gender % dLo \‘;'%
w s P o

16 | Disclosing percentage or 5 4% |4 |3 2.6 9% I3 | 2.8
number of minority and/or \‘ Q %
women employees in the O
workforce and/or in the T &'\
various managerial levels P ‘.0\'

“ J%

17 | Providing informationon | 11 | 98 82\A 98 | 83.8 | 423 [90.4
the qualifications of 5. ° 0 9% % %
employees recruited % ! [

&
SN LU
18 | Providing amount and/or 11 IOQ 11 4 100 99.1 |11 | 95.7 | 462 | 98.7
= ‘%\ 0 \J 0 0
percentage figures for 0 i Yo @) 1 | % 2 | % %
salaries, wages, PAY% e { 2 (j) 6
taxes |
’ N
superannuation £ i ™

19 | Any 11 100 [ N[ 99.1 |1 |[944 |11 |974 461|985
policy/obje, sonfor |7 | % \Q%' % 1| % 4 | % %
the compdny 4

c% :

20 Wi 15113 [22]188 |7 |6% |8 |68 |52 |11
accommodation or % % % %
ownership schemes
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21 | Providing recreational 39 133 |39 (33% [2 |19.7 [19 162 | 120|256
activities/facilities % 3% % %,
22 | Sponsoring educational 41 (35 |40 | 342 |2 | 188 |18 [ 154 | 121259
conferences, seminars or % % 2 | % %
art exhibitions ’x
23 | Providing information on 29 (25 26222 |1 9% |9 |7. \ 8 17%
the % % %
company/management’s
relationships with the
employees in an effort to
improve job satisfaction
and employee motivation l
24 | Information on accidents 5 4% |3 [26% |5 3% |3 ' 24 fﬁ\ 4
|l L5
b i
N
25 | Cost of safety measures 7 (6% |7 | 6% 9 %?E 33 | 7.1
M a4 %
26 | Health and safety standards | 14 [ 12 | 240.¥ | 1 | 8. 9C5‘7.7 57 | 122
% % wXN| 9 % %
27 | Providing low cost health | 49 | 42 36.8 a3~ ‘30.8’¢$ 214 [ 153|327
care for employees % %8 % Q% % %
28 | Number of employee 77 94| 67 6 T |64 | 54.7 | 284 | 60.7
training %k Q,.A) % %
L 3 LK.,
29 | Amount spent on 49 41‘\ 47%%:}’ 30.8 |28 [23.9 [ 168359
employees training | & L0 6 | % % %,
30 | Discussion of cmployee™N [ 2§ [ 20N)| BY [1]|128 |7 [6% [72 [154
welfare % 2 (c'% 5 1% %
_&\)
Product and servi 4 ‘?
information A (_}f
N
31 | Discusmy major types | 10 | 85. |99 846 |7 | 63.2 |66 |564|339]|724
o@ service 0 |5% % 4 | % % %
32 | Improvement in product 30 | 26 |24 [205 [2 214 [12]103 |91 194
quality % % 5% % %
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33 Improvement in customer | 58 | 50 | 59 504 |4 | 342 (38325 |195]|41.7

services % % 0 |% % %

34 | Customer awards/ratings 33 (28 [28 [24% [3 [265 |25 |21.4 | 117 {25%

received % 1| % %
35 | Information on the safety 1614 |18 154 |1 | 12% |9 |77 12.2
% % 4 % %

of the firm’s product

42 [34% |3 |29.1 |30 | 2504 155 | 33.1
4 1%

36 | Information on 49 | 42
developments related to the %
company’'s products

.l
B
S g
haingttd
5.4 DESCRIPTIVE STATISTICS OF INDEP T?LEA\
Descriptive statistics for independent, contr d m(& ri
(]

Tables 5.13 and 5.14. The tables e descriglive ggmstics of corporate
A\
W e

governance and board diversity hawﬂstiCi ! : %@0 gender diversity, the
average of female board me&eras 0.0\,

maximum 0.60 while few @nie vediiree N ore women on the board. The
O

’
result indicated that 28 Eh\l 7 fom 18 lfyaat least one woman member on the

board, representingégd?g0f alf ani D
NV .
studies. For e 0% of Fortune companies had at least one woman on the

board (B % 2010). On the other hand, the result is more consistent with what

has b;@ld in some developing countries such as Malaysia (30.8%) and

Indonesia (26.7%) which had at least one female director in 2009 (Governance

=
(9]
=
=}
a
172}
c
=
=
)
£
(@]
o
8
o
o
—
a
(o
£
=
=
o
—*
=
a
—

Metrics International, 2011). This results provid evidence that the representation of

women in the boardroom remains low in Jordan, the reason may be due to cultural bias
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in Arab countries where, gender equality is not supported in employment especially at the
management level because in Arab culture men do not prefer women to work and interact

with other men (Salma and Lamki, 1999), preferring instead that they work in teaching or

nursing. They stated that women in the Arab world face difficulty in being app@

senior positions without strong family connections. ! %

With regard to age diversity, the mean of the young directors is O.w;icating that

majority of board members were not young. The mean of i gden't directors is

0.077. This means that the percentage of independent direct o the t 1‘nber of

| X

directors is low despite half of the sampled companies t leasf o mliepg(?ldem
| ’ Y

director but, the companies in general did not compwh A ‘$'requires

that at least one third of the board members is@ise oéf e%ﬁéent directors.
N

The mean of foreign directors on the boards% : h % of directors are
ﬁ’ N

foreigners, ranging from 0 to 100%. Thi is gxpe ed tgde’high due to the fact
A“'
rshig Yis @6 of the total market
i

capitalization of the ASE. Ho\% this\ 6‘8, ess than other developing

countries, such as 22% of @ym@ors @he board (Barako and Brown,
1 O
2008) and 21% of foreign@ lmf%&ﬁ tl&&iﬁanks in Bangladesh (Khan ,2010).

\
4‘} ’ b)‘. <
Yv
With respect to te governance m,@'lanisms, the majority of companies (83%)

e CEO and chairman roles. This means that 17% of companies

that the percentage of non-Jordarg wn

o =1

=)

separate begt

have C uglity, majority of these case occurred in family controlled companies,
where chair of the board of directors and the CEO positions usually held by family

members. Thus, these companies should be complying with CG code which not

allowed holding the chair and CEO positions in the company at the same time.
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However, the majority of companies have multiple directorships 83%. While the
percentage of family member on the board to the total number of board members is
low with mean 0.06. The minimum is 0 and the maximum is 100% which is found
only in four companies. The mean of the proportion of independent memb\gzldit
committee is 0.11. Although the majority of companies have an audit& ttee but

the number of independent directors is low compared to previous stwgsuch as Ho

and Wong (2001) who found that 23.5% of audit firms had an i@ent director on

the audit committee in Hong Kong companies. This result at d that Jordanian
companies did not comply with CG code which requlr anfes t Eag'audlt
committee with at least three members of the board o ctor? at legst tw-of which

C}' g
Regarding control variables, company mé %e% m I 5@»m11110n to JD 23.921
billion with an average of JD 29 m1 I] Np@gﬁlblhty measurement by

return on asset ranges from -79% he rafge j“ﬂo ize is between three and 16

while the average is 8. This } Me t@ sizgd ordan 1s considered optimal, as
stated by Ning et al. (20 ?atlthe_,ﬁptlmal size of boards for firms in the

é{)ton and Lorsch (1992) who suggested

that the optlmal izZ§fof¥a board shou dé’g. ight or nine members.

S

must be independent members.

__J?

€

USA ranged from el
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Table 5.13 Descriptive Statistics of For All Continuous Variables

N Minimu Maximu Mean Std.

m m D i&:
GEND 468 1000 600 02773 ‘%ﬁ
AGE 468 000 833 13723 -\65419

IND 468 .000 846 07786 1138342

NAT 468 .000 1.000 .1097 .182284
FMOB 468 .000 1.000 02 ' 157743

AUD 468 .000 1.000 =N 1;0705
SIZ(in JD 468 .550 23921 '.8 (5;\33
million -

1 ) V"

PRO 468 -79.90 43, Vé‘.06271755

™

BOSIZ 468 3 No g %)5 ¥ 2401

S
&
Table 5.14 Descriptive Statistics?lll riables
B Percent Cumulative
Percent
RODU 82.5 82.5
17.5 100
100
17.3 17.3
M 82.7 100
Total 468 100
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5.5 MULTIVARIATE REGRESSION ANALYSIS

Two sets of regression models were employed in this study to test the hypo !

First, the regression model employed to test the hypotheses related to ts \ct of
CSKRY.

board diversity and corporate governance mechanism on the level of Second,

regression model was employed to test the hypotheses that relatetqto g moderating

impact of board size (moderating variables) on the rejﬁgsetween corporate

governance and board diversity (independent variables) elev lw
I
1.5

4 OLS\X.order to

A number of tests should be undertaken to meet tl?!um on T
ensure that data are sufficient and result are 1 1 ingd. e t@re employed
before running the regression, which j ' 1&9:ollinearity, and

linearity tests. Other tests are specific el dqit'}and employed after
running the regression including tesmte ' Qﬁ' autocorrelation.

%ly ill i a't‘d(s;r?bution of the errors (residuals) should

The assumption of p
pion o RS &
be distributed alby. Tf(e sénc non-normality leads to inefficient OLS
&
estimators w the estimated OR’standard errors and t-statistics will become

inconsi ™ biased (Greene, 2008). Therefore, normality is necessary for valid

hypotMegisgtesting. The current study use two common tests for normality namely
skewness and Kurtosis. The data is considered to be normally distributed if the
skewness values range from -1.96- +1.96 , and kurtosis value is within the range -2.0

to +2.0 (Coakes and Steed , 2003). A graphical method was also used to test for
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normality such as: histogram, P-P plot and Density estimate. A normality test was
conducted using STATA software. The result in Table 5.15 shows that most of the
variables in this study are not normally distributed. The histogram and lot

method support this result. Figures 5.8, 5.9 and 5.10 show that depenc%\riable

weather measurement by sentence or disclosure index are non-normally d1§ibuted.

Table 5.15 Skewness and Kurtosis Tests for Normality l

NY.
N Skewness " W@Y’

Statistic Statistic g}v Error
CSRDI 468 529 N 225
CSRDA 468 1.677 225
GEND 468 3.538 225
IND 468 2.00 225
NAT 468 I, 225
AGE 468 225
AUD 468 31 225
FMOB 468 3.3'»6 225
BOSIZ 4630 225
SIZ 225
PRO P o ;56“7_ 225
\r.}’
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To deal with the problems of non-normality, the study employed transformation of the
data. Cooke (1998) argued that the common way to deal with non-normality and non-

linearity in disclosure studies is to transform the data. Several forms of transfo ion
cay' th

can be used such as logarithmic, inverse, square root and normal score. % <

most common transformation methods is the normal score. Tﬁkorm of

transformation has been used by a number of previous studies such RHaniffa and

N\

Cooke (2002), Haniffa and Cooke (2005), Barako et al. (2006) aYG—Shammari and

Al-Sultan (2010). Haniffa and Cooke (2002) indicated évakgeyy using
o

normal scores such as the F and t-tests and regressfé)e ficignts omao)\ ore
d ct satiStic prd}zcrties in
N

statistical results. However, the variables lagco r\y d@;ted after

meaningful thus providing additional confidence an

transformation to the normal score. Table SH\h«s the sk ess@ kurtosis value

after transformation. In addition, Figure %5.1 $ .\the histogram, P-P
(]

4

S
plot and density estimate for dep varihles dlcg.% normal distribution,

" . . N
especially compared to the pre u¥§3hlc. %
ﬁ) N
g &

s

ter téﬁformation

Table 5.16: Skewness an&osns Fe

J Kurtosis
agiktic itiq¢ ,|” Std. Error Statistic Std. Error
4688 o L/, - - 22
R S
N
GEN 468 1.622 113 726 225
468 1.280 113 462 225
A 468 1.079 113 .036 225
AGE 468 661 113 -.486 225
AUD 468 1.853 113 1.507 225
FAMOB 468 1.799 113 1.323 225
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Figure 5.11 Histogram of CSR after transformation
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5.5.2 Testing for Multicollinearity

As earlier mentioned, multicollinearity occurs when there is a high correlation amT

two or more independent variables in the regression model. We employd

methods in this study to check for the presence of multicollineari&mely

correlation coefficients matrix and variance inflation factor (VIF). Twe.gree of
\Y% Fm should be
gttv'ill indicate
a high degree of correlation causing multicollinearity. Ta .17 ho { the

N
Pearson correlation coefficients are less than 0.8 of all @Jende Vs lls_@s

fod s
VS N r%_‘by rom
%anlu@‘of for ﬁariables

remained below 10 and the highest VIF is 3. ¢ table al o@t the values

of tolerance were more than 0.100 and %st‘: xl 6@30. Thils mens
: q
there is no multicollinearity probleK weerﬁent&&bles in the present
’ S

(—)z ; N
~4 s
Table 5.17 Pearson Co@ﬁs

correlation coefficients should not be more than 0.80, while the

less than 10 and coefficients tolerance value more than 0.10, ot

result indicates that all independent variables

multicollinearity problems. Table 5.18 shows

study.

[ TGEND [IND MD | RODU |SIZ | PRO | BSIZ
———

GEND | 1.0000 ,‘}

IND 0.0917 | 1.000 %

NAT [-0.0988 |0 1.000 Nee

AGE 10.1097 [Q. 0.1009 | 1.000

AUD [ 0.1050 | 0: 02417 | -0.0099 [ 1.000

| FMOB [ -0.02 "|o21 | -0.0895 | 0.2694 [ -0.0243 | 1.000

MD 001 L 0¥979 | 00717 |-0.0378 [0.1114 |-0.1592 | 1.000

| RODU | w55 W%0.0113 | -0.0824 | -0.0255 | -0.0162 | 0.2701 | -0.3834 | 1.000

S1Z, 0.0 05365 | 02297 | 0.0546 | 0.5945 | 0.0148 [0.0744 [0.0602 | 1.000

PRO 00177 100874 | 0.0503 | -0.1391 | 0.0822 [ -0.0500 | -0.0361 [0.0316 | 02171 | 1.000
BSIZ | 032 0437 | 0.193 [0.60 0.47 0122 [0.026 [0466 |0558 |0.126 | 1.000




Table 5.18 Tolerance and VIF
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Multiple directorships(MD)

Variable VIF 1/VIF
Audit committee(AUD) 3.27 0.305480
Independent directors(IND) 2.95 0.33840 i
Firm size(SI1Z) 2.14 0.4661
Role duality(RODU) 1.29 0.7777
1.22 0.8X569

Family members on the board(FMOB)

Age of directors(AGE)

Nationality of directors(NAT)

Profitability(PROF)

Gender diversity(GEND)

Mean VIF

5.5.3 Testing for Linearity \

This study uses scatter plots

independent variable agai&

regression line. As a
assumption is satis aa
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5.5.4 Panel Data Regression Estimations

5.5.4.1 Ordinary Least Squares (OLS) Regression Y.
This section presents the regression results that determine the relationshin%een
independent variables (i.e., independence, age, gender and nationality dimv role
duality, multiple directorships, and family members on the boar d audit
committee), and the dependent variable (i.e., CSR disclosure | dm ry Least

Squares (OLS) was employed using panel data analysis to tés hypg¢th

related to the impact of board diversity (HI, H4) fnd fia
governance mechanism (H5, H6, H7and HS8) on the r W ng
STATA statistical software version 11 to run the r . 'PT: resylts of 1 data

&

regression analysis are shown in Table 5.19 an

Pa
"o

Ny

(¢
2
£ o /gf
C:
=
a
—

S

As earlier discussed, two measures ar: T'ev@' CSR disclosure,
namely a total number of sentenc isclbsur ex. refore, two separate

I
equations are used to estimate ﬂ% of CS as oy in ollowmg models:

,&\ )

CSRDA/t =0 + B1 lN!/I W2 AGEs/ + PIE + B4 NATit + 35 RODUir+

B6MDir+ B7FMO Dl +HB 9 @%ROII‘FEII
&

+

CSRDI/I INDII + B2 AGEir + p3 GENDir + B4 NATir + BS RODUir+

M@ OBir+ BSAUDir+ B 9S1Zir + B10 PROir+eir



Table 5.19 Panel Data Analysis Results (CSRDA)
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Pooled OLS FE Model RE Model v
Coef. P (Sig) Coef. P (Sig) Coef. P Big)
GEND 2065295 0.000*** 3147013 0.000*** | 282 7 .000%**
IND 5533062 0.000*** | 2985268 0.000%** 80%57 0.000***
NAT 1955554 0.000*** | 2011403 0.000** 20815 %.0 Gl
AGE ~0103922 0.892 | .1080817 | 0.13 Yo6s]27 1927t
N
AUD 1093511 | 0.002*** | 2790758 | 0. .2186,523 0.
FMOB 1439304 | 0.003%** | -.039938 \q? sz
MD 0580457 0.480 | .0703823 Na57 AN0.375
RODU ~0537217 0.527 -.11& 67% 0.429
SIZ 2093031 | 0.000%** | . N | 164687 | 0.000%**
PRO 0034383 0.236 ; @0 524 0.950
Constant -3.153118 0.000** 07 %,48715 0.000%**
R
No of e\“
observations G % ‘el 0’ 468
] 0.6233 5 O 0.59
R #'\\ é) o
F-statistic \\}29'82 L)
I e
P-value (F) ’ : 0. 0.0000
¢
=t op*¥ Siaffificant z N 0 05 * Sionifi
Note: *** Significant the llcw? 1 :1 ant 0.05 level * Significant at the 0.1
S’
N

K
R
N
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Table 5.20 Panel Data Analysis Results (CSRDI)

Pooled OLS FE Model RE Model
Coef. P (Sig) Coef. P (Sig) Coef. P

GEND 179051 0.000%** | .2979141 0.000*** | 2551067

IND .549169 0.000*** 3367072 0.000*** 4242318 %***
NAT 1541245 0.000*** .2038788 0.001*** .1976186

AGE 0454137 0.593 1468128 0.101 13909

AUD 1040256 | 0.008*** 2758513 0.000%*** 014469 0.00***
FMOB -.182133 0.001*** -.051663 0.594 17 i 0.020**
MD -.003976 0.965 .0742549 0.616 023p9 vl 42
RODU 0585791 0.533 -.095366 0 .0031966 Hﬁg
SI1Z 3143455 0.000*** 0287114 4 0.{, L
PRO 0009325 | 0772 | -003013 A 0.37 38W

Constant 240434 | 0.000%** -.333@1\ 67;7\ 0.000
No of _\U
observations 468 {(ﬁ
o
R? 0.5316 ‘??5103
_')
F-statistic 51.86
P-value (F) 0.0000 l 0.0000

Table 5.19 and 5.2

N

models: pool

M and

M#It ¢

&

G

Y

O

|
2,
the jpan ta :@Ession analysis for three estimation
4

e seen from the tables that the result of

051 %Signiﬁcam at the 0.1

&

the three ‘&Qseems o be similarYor both (CSRDA) and (CSRDI). The R” is
mvst model (CSRDA) where R® values for the three methods pooled

higher&
OLS, and REM respectively were (62%, 51%, and 59.5%) while in the second

model (CSRDI) the R? values were (%53,%41.6 and %51). In order to identify the
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best and appropriate model for the data analysis, the Breusch-Pagan Lagrange

\Y'

multiplier (LM) test and Hausman test were conducted.

1. Breusch-Pagan LM Test for Random Effects Model (REM) %
This test was used to discriminate between the pooled OLS and random effects&
The null hypothesis in the LM test assumes that the variances across entities@ro.
If the null hypothesis is rejected, then the random effect model is m ropriate

and acceptable than the pooled OLS model. Table 5.21 shows a signMgant  value

for the LM test (Prob>chi2 = 0.000). This means that the p- yalue W<0. SM Y.
| &
the null hypothesis is rejected. This means that the ran fects m@deME mores
’ %
appropriate than the pooled OLS model. Y' \ Y}/

Table 5.21 Result of Lagrangian multiplier es\
P
ch 6 ! ob
RO O

O

CSRDA 10000
—y \A‘Q
CSRDI vw 0.0000
I S

N
2. The Hausman test C\ ¢ f' (_)(J
The Hausman test @ed o“ut o clfoo e@’éfen fixed and random effects model.

The null hypoth&ys Wthat indivfdua e%?t'is uncorrelated with repressors in the
A o)

model. If tl;\produces a signiﬁcarh-value, the null hypothesis is rejected, and
c

then fi t is preferred over the random effect. Table 5.22 shows the result of
the Ha test (Prob>chi2 = 0.0000) is significant and less than 5%, therefore, the
null hypothesis was rejected, indicating that fixed effect (FEM) is more appropriate



Table 5.22 Result of Hausman test

chi2 Prob

CSRDA 59.58 0.0000

CSRDI 38.64 0.0000 g_

Based on the results of the above tests, the fixed effect model (FEM) ha chosen

resence of

{4

as the more appropriate model in this study. It is important to test for

heteroscedasticity and autocorrelation in order to meet the assiifingtidgs oi regression

and to ensure that the data are sufficient and the results are n islea irww are
]
the results for both tests: é | @*
b 4
| %3

1. Testing for the presence of autocorrelation CV

The Wooldridge test is employed to test for thN ence\of a COK on. The null
hypothesis is no serial correlation. As c@ faaéve : p value (0.000,
o Q.
0.0076) is found to be significant thN null sis &‘&no autocorrelation is
; R
rejected, indicating that there is C1de e of au jl;itlo\g}
Table 5.23 Result of W,
Prob
Gk 0.0000
. 0.0076

S
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2. Testing for the presence of heteroscedasticity

This study used the Modified Wald test to test the presence of heteroskedasticity. The

null hypothesis is that the variance of the error is the same for all indiv'du%

(homoskdasticity). Table 5.24 shows the results of the Modified Wald tei.%p-
value is 0.000 (Since the p-value <0.05) the null hypothesis is rejected cqﬁcludi g the

presence of heteroskedasticity. V

chi2
CSRDA 1.405
CSRDI 1.906

Since the above tests detected the presenc eteroskhﬁsty gﬁutocorrelanon

v,

it is important to overcome these r Y Thy stu ‘hsﬁ‘@ie (cluster) robust

standard errors to deal with pro of heterogkqdasti and autocorrelation.
(
Consequently, the regression w%eated\y }s@dard errors to obtain the
final result. &\ Q
C !
\ j "
re

Tables 5.25 and ent jh essmn analysis for the relationship of
board diversity a N corporate goveman@.}mechamsms with the level of CSR after
correcting t blems of heteroskedastlclty and autocorrelation by using robust

standar orY. The result shows that the overall regression model is statistically
significant” F(10,116) =16.91, P=0.000 for the corporate social responsibility

disclosure amount (CSRDA) and F(10,116) = 22.07, P=0.000 for the corporate social
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responsibility disclosure index (CSRDI). The value of R? was 0.51 for CSRDA which
indicates that almost 51.6% of CSR disclosure level can be explained by the board
diversity characteristics of gender, age, independent and nationality of directors) and
corporate governance mechanisms (role duality, multiple directorships N

members on the board and audit committee). This R” is higher than other bsuch
a: Barako and Brown (2008), Lim et al. (2008) Said et al. (2009) an (2010)

which reported R? of 47%, 14.36%, 10.13% and 42.53% respqui\Mn the other

1%

hand, the R? for CSRDI was 41.63%.

(;T

) CS@R)

|
NV

Table 5.25 Fixed effect Analysis Results with Robu@ar}
t

Coeff Robust °\ éxalue
std. @ &

GEND 3147013 06816 | g | 0000
IND .2985268 0.000
NAT 2011403 0.004
AGE .1080817 0.130
AUD 2790758 0.000
0.654

0.659

0.211

0.148

0.486

0.114
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Table 5.26 Fixed effect Analysis Results with Robust Standard Error (CSRDI)

Coeff Robust t p-value
Std. Error
GEND 2979141 10744957 4.00 0.0 T
IND 3367072 0825431 4.08 : ‘&
NAT 2038788 076011 2.68 ‘m
AGE 1468128 1184099 1.24 Y!lf&
AUD 2758513 10558609 4.94 0.000
FMOB -.0516633 .0857906 -0.60 0.548
MD 10742549 11975321 03 o7
RODU -.0953663 11232896 -0.7 W
SIZ 0287114 0950489 é M‘%{
PRO -.0030132 10025583 wig 7 ogﬁ'
Constant -.3333341 7462644 Y'o 405656
No. of 468 &
Observations \ ‘\\‘? ) )_\O
F:zz 0.4163 6) ﬁéz'é\
alue 22.07 & \Q,
P-Value (Prob | 0.0000 ; N
> F) Y' ,

hesis states that companies with a higher proportion of female directors

are more likely to have a higher level of CSR. As presented in Tables

5.25 and 5.26, the P values are 0.000 for both CSR measurement, indicating a positive
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relationship between female representation on the board and CSR disclosure at the 1%

significance level. This result supports the hypothesis, therefore H1 is accepted.

2. Age diversity \

The findings of data analysis show that there is no significant relationshif& 130,

0.218) between young board of directors and CSR reporting. Thxs reslt did not

support the second hypotheses which predict that there is a pv relat10nsh1p

between the young board of directors and CSR. Thus, H2 is reje@e {d
»

| S

3. Independent directors ‘, \,Y'
The result in Tables 5.25 and 5.26 reveal a sxgm ican osm 1ons r both
CSR measurement (p=0.000) between prop ors and the
level of CSR reporting at the 1% 31gn1ﬁ lev Ktupport the thitd
hypothesis which states that there is a ela ons be \ he proportion of

independent directors and the level , th@r€Tore 3|s pted
(—) j : 0

4 s
Ko

4. Foreign board membeQ Q

The fourth hypothesm t ath hi e r th ortlon of foreign nationals on the

board. the higher t of bIysc s$ s presented in Tables 5.25 and 5.26,
;M 'SRDA T: @58 for CSRDI which indicate a significant

/

the P values 0. 0 and the
C—)

positive SE n (at the 1% 51gn1ﬁcance level) between foreign board members

and %

CSR reporting, thus H4 is accepted.



5. Role duality

Hypothesis H5 expects that there is a negative relationship between CEQ dualit
the level of CSR. The result from the Tables 5.25 and 5.26 did not Stx
significant relationship between CEO duality and the level of CSR reporti% 211

for CSRDA and p= 0.441 for CSRDI) thus, the result didn’t providWence to

support this hypothesis. Hence, hypothesis H5 is rejected. V

6. Multiple directorships \d
The sixth hypothesis states that there is a mgmﬁcan@shlp 'm-lli?le

directorships and CSR. The results in Tables 5.2 .26q\o

L@ically
significant relationship between multiple dlrectewmd tﬁ% l of @reponing

(p=0.659and p=0.708) for CSRDA and CSR sp twe* er‘i@, hypothesis

&

Hé6 is rejected. % 0 q
% &
N Aj N

NS

7. Family members on the boged I o

The results in Tables 5.25 and 5; dnd\Q{Uﬂpo{@u seventh hypothesis, which
predicted that companies \ghv@on E}@lly members on the board tend

!
to have a negative rel @ hc }‘he(r%@lt shows that p value (p = 0.654 for
N3
CSRDA, and p= r CS} M ansé“o significant association between family
s
a

members on % nd the level of @;R Therefore, H7 is rejected.
A\ )

N
S

.._.

s

Z‘
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8. Audit committee
The results in Tables 5.25 and 5.26 support the eighth hypothesis which states that
there is a positive relationship between the number of independent directors sitting OY.

an audit committee and CSR. The result reveal a positive significant (p=0.0@&

both CSR measurement) relationship between audit committee and the lev#&

R
reporting at the 1% significance level. Therefore, H8 is accepted. q
5.5.4.2 Moderated Multiple Regressions (MMR) \d
®

This study employs a moderated hierarchical multiple 10%

Yn
the moderating impact of board size (modera w abl&) omythe @ionship
ﬁ? &
between corporate governance and board di\N independ vari@s) and the
AN

level of CSR reporting (dependent varialagl: or; \a‘y, c1;'§%ession analysis
was conducted to test hypotheses H H1TNGI2 HTK&L H15, and HI6.

However, in order to test mo atRe’fect, Mo IteS‘Q}ltiple Regression was
conducted consisting of two SQ ) \f 'y (l}o

. 1 O |
In the first step, the de X vafiable geszéj)wth the independent variables and

moderator variabl%kut injerfict] s n@ presented in the model (2)

Yv

Q9

Modgl 2
CSRDIir = B0 + B1 INDir + 2 AGE ir + B3 GEND it + 4 NAT ir + 35 RODU ir +

BeMD if + B7FMOB it + B8AUD it + B9 BOSIZ it +e it
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CSRDAif = B0 + p1 INDiz + B2 AGE if + B3 GEND it + 4 NAT ir + B5 RODU i +

B6MD ir+ BTEMOB it + B8AUD if + B9 BOSIZ it +¢ it

The second step created new variables by interaction term between moderaENc

independent variable (independent x moderator variable) and adding to t% 10us

model as show below: T

Model 3
N,

S
CSRDIir = p0 +p1 IND it + 2 : GL I‘f_kgAT it + 5 RODU it +
&
B6MD if + BTEMOB i + B » éll if) + B10 (AGE i * BOSIZ

ify+ B11 (GEND ir * BO ' "i ? 1Z i) + 313 (RODU ir * BOSIZ

4
B i&BOSIZ i) + B16 (AUD if * BOSIZ

if) + € it A“/ Yg\

S &’
The resuQegression analysis for models 2 and 3 are presented in Tables 5.27 and

5 28 for both CSR measures.
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Table 5.27 Regression Result for Model 2 and Model 3 for CSRDA

Model2 Model3
Pooled OLS FE Model RE Model | Pooled OLS | FE Model odel
GEND | 2012698*** | 2631027*** | 246097*** | 3828762*** | 3007122% 7003 %%*
(.0431638) | (.0478249) | (.0420937) | (.1406038) | (.1260444T 1) (.1195284)
IND | .5230048*** | 2738083*** | .3406045*** | 7750274%%* .292% 4106401 **
(.0615409) | (.0516332) (.049809) | (.2453551) | (.1894604) | (.1849779)
NAT | 2084158%** | 2069056%** | 2254427*%* | 2092314 Né*** 3950371 %%
(.0389425) | (.0477018) | (.0407312) | (.146430 : 11727) (.1450879)
AGE | 096013 1%%* | .2638718*** [ .1970688*** [ 0981 X02¢95% %y | 4966022%%*
(.035128) (.0389473) | (.0345686) | (.132984 ('M1 JgH23359)
AUD 0851256 0775744 1040119 484 (,03 34 _.,\‘.1271747
(0735876) | (.0693637) | (.0643391) | (33%4g59) p £27 3423' (:2628448)
FMOB | -.134788*** | .0054344 -.0769298 ?83659\‘\-.154 QT | -.1454442
(.0472408) | (.0750173) (.056805 24) | (2260177)
MD -.0005226 -0104056 .003 B4+ [ _g72115%**
(.0822229) | (.1155278) (.09%)_ - ,'\\.21597) (.1761992)
RODU | -.0625636 -.1300918 % q -1.04 q3'*"¢> -725985%* | - 860102***
(.0846219) (.091905) 4 @20&/ (.3444825) | (.3200132)
BOSIZ | .1356207*** | .1127999*** NI
(.013831) (.02243
GEND* \ ' -.0045265 | -.0126563
BOSIZ (G0160431) | (0152675) | (.0141956)
—IND* | G) '_l d)d -0302856 | -.0018024 | -.0075948
BOSIZ I .é) (.0264254) | (.0203588) | (.0198903)
NAT* | F f B 0010266 0310313 -.018204
BOSIZ kc?,\'v (.0163762) | (.0211511) | (.0170594)
—AGE* | o -.0028524 | -.046838*** | _040703%**
BOSIZ (.0159999) | (.0153469) | (.0141072)
—AUD" &l -.0285726 .0070422 10016994
BOSIZ (.0314693) | (.0261554) | (.0248833)
MOB* -.0232836 0194356 0106001
BOSIZ (:0270883) | (.0277827) | (.0254236)
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MD* 129248%%* | .096023*** | 1160376%**
BOSIZ (0163404) | (.0224623) | (.0182179)
RODU* 1124946%** | 0745584** | .0927601**
BOSIZ (.0401196) | ( .04024) 365885)
Constan | -1.204711 -9958949 -1.17699 0811757 | -.111498 %42995

t (1316257) | (.2024586) | (.1603164) | (.0836554) | (.104 (.0982372)

No of 468 468 468 468 7&
observat T

ions

R’ 0.62 0.54 0.60 0.62 NST 0.59
F- 84.66 37.85 46.41 21.04
statistic
P-valup  0.0000 0.0000 0.0000 o.(@? B 3-0.0000
Note: *** Significant at the 0.01 level ** Significant at the 0.05 lev é?cam theP.11 vtﬂg‘)
Figures in parentheses represent the standard errors, and without p e coeffigients
\‘? T
(g
N
\; -\O
Table 5.28 Regression Result for Model %Vl(a S >
&Y
Model2 A Model3
Pooled OLS | FE Mo Mofel E‘%}?LS FE Model | RE Model
GEND | .1727232%%* | 229452 222103 o. 37% 0793154 1667198
(.0469201) | (.05 ) 'U%O ) 20082) | (.1595302) | (.1436876)
IND | 5124997%* | 3QI0TO** .Wl*** LJ690501%¥* | 3046985 | .4468298%*
(.0668965) 68’ 'E)s}dm,)) (.2652559) | (.2392797) | (.2254206)
NAT | .1624888*** 976*"* 1})83@ .178003 2868403 2761901
(.042331 05938 2(0473901) | (1583075) | (2173422) | (.1692439)
AGE | .09246 2628176%** 1@6803*** 205485 | .5503925%*%* | 4433233%**
(.0484846) C 040495) (.1437708) | (.1507326) | (.1349824)
AUD .1009148 1183246 2813859 2804848 Bl
(.0863492) | (.0765212) | (.3572269) (.348977) (.3177457)
FMOB | _0019812 | -.1278855%* | -026215 | -.0374581 | -.1003633
(.0513519) | (.0933872) | (.0640088) | (.2554076) | (.3179409) | (.2668169)
MD -.0583041 -.0218117 0363733 [ -1.04395%** | _813384%** | _04383]***
(.0893783) | (.1438177) | (.1065745) | (.1723509) | (.2733373) | (.2020643)
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RODU | .0406458 -.1022875 -.0337336 -.4734853 -.6319161 -.65774*
(.091986) (.1144102) (.0968) (.391463) (.435986) (.3821784)
BOSIZ | .1200669%** | .1389786*** | .1312483***
(.0150346) | (.0279277) | (.0187553)
GEND -.0160292 0205111 047619
*BOSI (.0173443) (.019323 0169552)
Z
IND* -.029846 -.ooon& -.0075905
BOSIZ (.0285688) | (.02 (.0242372)
NAT -.0016493 w 97 -.0071916
BOSIZ (.0177045) 693) | (.0196818)
AGE* -.0160177 90§9*** | -.0347456**
BOSIZ (.017 . W (.0168231)
0o -.009B 3 015 1 0115226
BOSIZ (. 17) 0337029 ‘3} (.0300795)
= mQ\ 507 -.0007115
*BOSI (.03 ) | (.0301392)
Z s
kokk kok ok
T ] 7 1183949
BOSIZ % 20284289) | (.0208566)
e *
T 6 <05 q147 QO’\ 0648368 07545
*BOSI \d337i\s.b (.0509288) | (.0434253)
” N
Consta | -1.032623 -1.211464 1380p3 ?).057@5 ~1270214 | -.1028598
nt | 1430803) | (25203 (.1794K7) ‘,@.10?@107) (.1327191) | (.1097096)
V468 468
No of 468 4(\ ' éJ46 468
observ & ~f<f
ations ¥ £ o 055 047 053
R’ 0.55 & ' ' :
F- 62.23 27 é\&J 3475 14.84
statisti ' ‘0 Y'
C
Pvalie 0.0, 0.0000 \qo. 000 0.0000 0.0000 0.0000

Note: *** Si

1 the 0.01 level ** Significant at the 0.05 level * Significant at the 0.1 level.
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Tables 5.27 and 5.28 show the panel data regression analysis for three estimation
models: pooled OLS, FEM and REM. In order to identify the best and appropriate

model for the data analysis, Breusch-Pagan Lagrange multiplier (LM) teg‘ and

Hausman test were conducted. c\
1. Breusch-Pagan LM Test for Random Effects \,z

The Breusch-Pagan LM Test was carried out to choose betw, enWed OLS model

and random effects model. Table 5.29 shows a signi p-valie' of g M test

L4
(Prob>chi2 = 0.000) for both measurements (CSRDA RDI) h m e's _(\Q&;d

(3). This means that p- value <0.05, therefore, the n thesid is rej cte{/&'eaning

\y

that the random effects model is more appropriat e pa\ole LS

Prob

0.0000

0.0000




2. The Hausman test

The Hausman test was carried out to choose between fixed and random effects %z

Table 5.30 shows the result of Hausman test. The p-value is (0.0000) for i ml 2
and 3 for CSRDA. While in CSRDI the p value is 0.0022 and 0.0017 fowl 2 and
3 respectively. This indicates that all values are significant anw than 5%.

Therefore, the null hypothesis was rejected, indicating that t 1% efiect method

(FEM) is more appropriate.

Table 5.30 Results of Hausman test

Model 2
chi2
CSRDA 40.18
CSRDI 25.81

It is clear from the result ofh\
modsl_ It df impdglmt to test for the presence of

FEM is the more appro O

heteroscedasticity and ere ti8n o)deaiﬂ)meet the assumptions of regression

% ficgntand X% result are not mislead
and to ensure that% aregutti :n an@e result are not misleading.

Y-

QA &

1. Testin :the presence of autocorrelation

The Wooldridge test is use to test for the presence of autocorrelation. As can be seen
from Table 5.31, the p — value is (0.000) in model 2 and 3 for CSRDA and 0.0088 and

0.0028 for models 2 and 3 regarding CSRDI respectively. This means that all values
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were found to be significant thus, the null hypothesis of no autocorrelation is rejected,

indicating that there is evidence of autocorrelation.

Table 5.31 Results of Wooldridge test for autocorrelation

Model 2 )

F statistic Prob F statisti IProb

CSRDA 24.864 0.0000 22811 , LW

Q
CSRDI 7.096 0.0088 @ , W
L J
X LYANY
\ NV
V .9
2. Testing for the presence of heteroscedasM)

;)4/,

Q—

Table 5.32 shows the results of the M ed W L. value is (0.000) for

models 2 and 3 and for both @SR zasurellentsfsln@ p-value <0.05 the null
het

The Modified Wald test was employed t% Ord pre rIe ‘ﬂ;ﬁeteroskedasticity_

a‘

hypothesis s rejected concl g the pi \!fs-‘; @ edasticity.

25,
N
%o

eteroskedasticity
Model 3
chi2 Prob
30916.07 0.0000
6.832 0.0000




As the above test detected the presence of heteroskedasticity and autocorrelation

problems, it is important to overcome these problems. To this end, thi
(cluster) robust standard errors to deal with problems o

autocorrelation. Consequently, the regression was re

to obtain the final result.

Table 5.33 Regression Result with Robust Standard Error f, NW

Model 3 (CSRDA)

peated with robust sta

f heteroskedasticity

3

2 and

s study used the

&

S

[ &
Model2 Mo .
. DN
Coeff Robust t p- e b !i'j p-value
Std. valu t Y'
NV
Error - rror Y'
GEND 5631027 | 0749087 | 3.51 3007)2 .1682‘ 1.78 | 0.077
S
IND 2738083 | .0515133 | 5. 00_N292 iMm 1.34 | 0.182
NAT 2069056 | 0631706 0.000 4 ' 31183 | 249 | 0.014
AGE 0775744 | .065927 ‘_.945_ 410 D 301333 | 0.10 | 0.917
AUD 2638718 | 046723 602.\4&3’ 105755 | 5.70 | 0.000
FMOB 0054344 | .0ff5998 0.980 @4 337646 | -0.46 | 0.649
- T 9 737541 | 243203 | -3.03 | 0.00
MD 010405 638 l“& ) 3
RODU -.130091 868120 -1 0. -725985 | .362854 | -2.00 | 0.048
A
BOSIZ 112769 245189 ;_g-ﬂoo
GEND*BOSIZ \) —.004526 .018785 -0.24 0.810
IND*BOSIZ f 4 . -.001802 | .023457 | -0.08 0.939
NAT*BOSI ‘;,‘ -.031031 | .023122 | -1.34 0.182
N
AGE*BO 007042 | .026859 | 0.26 0.794
AUD 046838 | .014581 | -3.21 | 0.002
FM *BOSIZ .019435 .03361 0.58 0.564
MD*BOSIZ — | 096023 | .026944 | 3.56 0.001
RODU*BOSIZ =] 0745584 | .043918 1.70 0.092
Constant -.995894 2340351 | -4.26 | 0.000 -.111498 | 133627 | -0.83 0.406
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No of 468 468
observations
R’ 0.54 0.52
F-statistic 19.86 19.63
P-value 0.0000 0.0000

Table 5.34 Regression Result with Robust Standard Error
Model 3 (CSRDI)

Model2
L
Coeff Robust -value
Std.
Error

GEND 229452 | .0794282 | 2.89 0.690
IND 3090151 | .0748982 | 4.13 081
NAT 2130976 | 0735265 | 2.90 0279
AGE 11009148 | .1029144 | 0. 0517
AUD 2628176 | 0537671 0.040%7 -5 625(\64941 334 | 0.001
FMOB 001981 | .074142244° 05 jo37 %* 290843 | -0.13 | 0.898
MD -021811 | .20149 11 [Tf%ﬂ - 81884 | 311194 [ 2.61 | 0.010
RODU -102287 | .1 -0.91 § 0.3p4 | 102 | .393093 | -2.19 | 0.029

0344 . 00

BOSIZ 11389786 24 O

GEND*BOSI \\? 4‘5‘ 0205111 | .022267 [ 0.92 | 0.359

A

Z 5 | 33
IND*BOSIZ -.000468 | .029285 [ -0.02 | 0.987
NAT*BOSIZ % P d N -007119 | .029870 | -0.24 | 0.812
AGE*BOSIZ \3' -015918 | 037824 | -0.42 | 0.675
AUD*BOS N 039099 | .020773 | -1.88 | 0.062
FMOB* 0050701 | .032233 | 0.16 | 0.875
M 1Z 0648368 | .072980 | 0.89 | 0.003
RODU*BOSI 0927601 | .044483 | 2.09 | 0.037

y/

Constant - 308352 0.000 | -.127021 | .164762 | -0.77 | 0.442
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1.211464
No of 468 468
observations
R’ 0.48.3 0.47.5
F-statistic 24.07 14.45 N
P-value 0.0000 0.0000 ‘l—\

Tables 5.33 and 5.34 show the results of models 2 and 3 after ezng f—le problem

of heteroskedasticity and autocorrelation. Model 2 exam th won of
L 4

a
. . . . A
independent variables and moderated variable with 1 SR djfscl rfi e,

model 3 examines the moderating impact of board t r{l 1 shl%\gg;veen

corporate independent variables and the level ofewsclo

) o: Y &
In term of model 2, Table 5.33 pigs t S

he sesultsJof! AC@)A and shows that

(R*=0.54) which means that 5420 Wnce nC idlS re level is explained by
'S
o

independent and the moderator vaggble. % alsgghows that F(9,116) =19.86, p

@,

= .0000 indicating that tl@s u@cant(ﬁe result also found a significant

o
and positive relations@e ifid r}d('en(tjlyectors, woman directors, nationality

directors, audit %%ee, ?Md Siz With CSR disclosure at 1% level. On the
o .
other hand, 1 ificant relationshi@iﬁ found between age of directors (p=0.242),

role du;@.lﬁ), family board members (p=0.950), and multiple directorships

(pR94 ith the level of CSR disclosure. A similar result was found for CSRDI

where Table 5.34 a shows significant and positive relationship between independent

directors, woman directors, nationality directors, audit committee, and board size with

CSR disclosure at 1% level. While, no significant relationship was found between age
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of directors (p=0.329), role duality (p=0.364), family board members (p=0.979), and
multiple directorships (p=0.914) with the level of CSR disclosure.
Table 5.33 also shows the moderating effect result in model 3 for CSRDAT result

shows that (R?>=0.52) F(16,116) =19.63, p = .0000 indicating that thé{nodels are

significant. The result indicates that only three variables were fo e significant

with CSR disclosure, audit * board size was significant and po t 1"/‘ (p=0.002),

multiple directorship * board size at 1% (p=0.001) and rgle du

% (p=0.092).
4
Similarly, Table 5.34 shows the moderatinm\

result shows that (R=0.47.5) F=14.45, ¢ = . O%T ih.KALthe models are
significant. The result found a signi%;ati(ﬁlshi Gwe SR disclosure and

(o

(audit * board size) at 10 % (p= h (m[1 1 ecto§§p * board size ) at 1%
(p=0.003) and (role duality * %Ce) at“l o (p O.C)@

&

i:lati@hip between audit committee, role

Consequently, board
'
& R AN
duality and multl@ ors Jb evej\@j CSR reporting. In other words, firms
with audit co % CEJ 1% angpRiultiple directorship have a more positive
>4

effecte on \ level with large Bo(?rd size. Therefore, hypotheses H16, H14 and

H13 %morted. The results fails to find any significant effect of board size on the

rela p between other independents variables and CSR level thus, H9, H10

{11, H12, and H15 are rejected.
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5.6 PAIRED SAMPLE T-TEST

Paired sample t-test was used in order to test whether if there is any significant
difference between the levels of CSR disclosure in two groups. The f?group
pertains to the pre-regulation years of the CG code (2007& 2008) Q’le second
group refers to the post-regulation years of the CG code (2010& . As shown in
Table 5.35, the results of the test indicated that the p-value ;Xﬁor both CSR
measurements, which is less than 0.005. This means Y;el is a significant
difference between the mean level of CSR between tw] M, Thus, the

AN

hypothesis 17 is accepted for the paired sample that aspurfifs &s{ggliﬁcantly
4 b ¥

difference in the mean values between the two gro%s. T \h&.@ te @ mean score

was higher, Table 5.35 shows the mean fo@roups. rphe (83 measure by total

number of sentences, the mean for the f%roup \&g4 @63.35 for the second
N,
(]

)
group. With regard to CSR disclos@x, e fir gr&@(’vas 0.34 and 0.26 of for
the second group .This indicates Were, is aRi I@T’lt increase in the level CSR

disclosur from the pre- to the postefe % eaf'scﬁu‘his refers to the a significant role

of the corporate govem@od
annual reports of Jor. g@cmfpa i
% “‘0);

rovglthe level of CSR disclosure in the

Cs

0% Mean Mean Differend t Sig. (2-

tailed)
Group(1) pre CGC 89.41 26.06 10.54 | 0.0000
CSRDA
Group(2) Post CGC 63.35
Group(1) pre CGC 0.34 0.08 9.93 0.0000
CSRDDI

Group(2) Post CGC 0.26
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5.7 INDEPENDENT SAMPLES T-TEST

An independent-samples t-test was conducted to address the third research question in
this study to determine if there is any difference on the CSR disclosure le ween
the first and second market. As can be seen from Table 5.36, @mber of
observation for the fisrt market were 208 (52 companies), and secon®market were

260 (65 companies) for all the study period. The hypothesis un th test is that there

is a significant difference between the first and second magget Eeamng that the means

of CSR disclosure for first market and second market‘a e p-value is
Y'
less than 0.05, this indicates that there is 51gmf 1ffe wg the two
T
groups’ means thus supporting the hypothes1s \’

Based on the results of independent t-Tes gble 5. 3 e ue i1s 0.000<0.05.

Since the p value is less than 0.05, th%) esds%

that there is a significant differen CNI h&&een the first and second
pamel

market. The result showed t% lisfed @.@ e first market have a higher
d 'U'j

mean score of CSR comp to seclo rket mgs as shown in Table 5.36. The

mean of CSR measure ta Jeq‘te w

the second market VC}( 1s sure index was 0.35 for first market and
4
0.25 for the seco %ﬂket

d, it can be concluded

0 25 for the first market and 57.28 for

G L

A &
Table@sult of Independent T- test
Mean t Sig. (2-
Market N Mean Difference tailed)
CSRDA 1 208 100.25 43 7.454 0.000
2 260 57.28
CSRDI 1 208 0.35 0.1 6.612 0.000
2 260 0.25
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5.8 DISCUSSION

5.8.1 The Level of Corporate Social Responsibility Disclosure in Jordaq

This section discusses the level of CSR disclosure practices in Jord 1 ompames

Two measurements were used to measure the level of CSR Yﬂosure namely,

through total number of sentences and disclosure index. The re r of the descriptive
statistics showed that the level of CSR disclosure (mea@ urtrber of sentences)
in Jordan is high with a mean of 76.38 sentences co par ht wf Ismail

and Ibrahim (2008), which indicated the averagé ber :0 se tenc§g was 22 in
Jordanian companies. Hackston & Milne (l%zun \he a ge number of

sentences in New Zealand companies is h the U

: A,
the average number of sentence drsc$ @3 i $vas 102.24 sentences in
da

]
2005 and 116.89 sentences in 20 pa@ pay a lot of attention to
N

items related to employees, pe%rcally ite Sl d to the qualifications and
? 'S
VO

clc‘)éﬁr,e for this item is high, sometimes

experience of employees

exceeding 75 sentences! he eas

because Jordanian @ws isClos

well as to enhan compan s 1ma,§'[)y sending messages to the shareholders and

i;ucl@ngh disclosure of this item is perhaps

’
d ﬁh information to comply with the law as

stakeholder % e appointment of board members and top managers is not based on
relations d connections but on qualifications and experience. This initiative is

perhaps a response to the high rate of failure among Jordanian companies and their

delisting from the ASE due to mismanagement.
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Regarding the level of CSR measures by disclosure index, the result indicates that
Jordanian listed companies disclosed an average 30% of checklist items which is
roughly 11 out of 36 items. This result is acceptable compared to other studies such as
Ghazali (2007) who found that the mean CSR disclosure is 25.5% @ysia.
Barako and Brown (2008) found that Kenyan banks on average mbd 15% of

items. In terms of the number of companies disclosing CSR, the Vbs indicate that

almost all Jordanian companies in the sample dlSClOSC s form of CSR
information in their annual reports, which is consistent rmdmgs of many
previous studies conducted in other countries suc et %-1995)
Singapore (Tsang, 1998), Libya (Elmofl, 2009) an lad?h (1 €0\00 & Khan

dleésfordan such as

social and environmental disclosure in nnua%T @all and Ibrahim (2008)

indicated that 85% of Jordamanﬂs& anies os&“sbmal and environmental

information. % \:,b};‘é?o

A possible explanatio @

’
current study may 0 th] r ﬁ&d reasons. First, may be due to the small
'y >
sample size useds or studies for e&mple sample size was 46 , 46 and 60 used
N

in the studw%\l -Khadash(2003), Suwaidan et al.(2004), and Ismail and Ibrahim

(2008@ vely. Moreover, the sample sizes were selected from only industrial

sectors and ignore other sectors such as service sector. Second, the number of
disclosure items used by Jordanian previous studies was low for example, only 13
items used as disclosure checklist in the studies of Al-Khadash (2003) and Ismail

and lIbrahim (2008). Finally, previous studies did not examine the CSR after
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implanting CG code, despite the important role of corporate governance on
determining the level of CSR disclosure. Taken the reasons altogether, previous
studies may provide an incomplete picture of CSR in Jordanian companies.

Almost all Jordanian companies disclose information related to emploﬁe 1aormation
which includes items required by law such as, information relvvto providing

amount or percentage for salaries, wages, remuneration packqee’Memes, taxes, and

V.

the number of employees.

S
The level of CSR disclosure in Jordan is increasin er tlye T r from the
Paired t-test and descriptive statistics indicatedthat¥the 1gn ﬁt increase in
the level CSR reporting from the pre (bef %code) he@f& (after CG code)

regulation year. This means that Joré‘@ @?d's@sed more social and

environmental information in theuﬁ al re fter&ﬁaplementmg the code of

corporate governance, reflecti thguthori,y 0 qv@ce regulations in Jordan and

'S
the extent to which Jordaniaﬁmp@ ply &}: such regulations. This will lead

to enhancing transpareng\a im m@matlon disclosure (Gul and Leung,

2004), thereby 1 mcre 2 ant y hn «Sﬁllty of disclosure in order to address the
needs of variou t olders n{ e@' 2008; Jo and Harjoto, 2011; Khan et al,,

2012). This r consnstent with the study of Damagum and Chima (2013) who found

athat h@ ompaiese tend to disclosed more information after the introduction of CG

codes in Nigeria Similarly, Albassam (2014) found a significant increase in voluntary
information disclosure after the introduction of CG codes in Saudi Arabia. However, a
possible explanation for this result is that CSR in Jordan viewed as integral part of

corporate governance codes where, the code itself under Chapter 5 (Disclosure and
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Transparency) requires companies to disclose information and policy regarding the
local community and the environment. Moreover, the result may refer to significant
force of CG code in Jordan to improve CSR disclosure that lead to good governance
practices and strengthening corporate governance mechanisms such as 1¥p. ndent
directors and audit committee However, despite increasing CSR dis@lt remains

relatively slow and small. This is perhaps because such regulationvire time to be

‘4_

more effective. Moreover, companies also need time to prepage amWcomply with such
¥

legislative requirements. e
| S

The result also indicates that the bank sector in Jordawgad thg Highst CQR disclosure
v

compared to other industrial sectors. This ig bechus gen®Wllly have strict

57

regulatory requirements. For example, in Jle Cent a@ Jordan requested
AN

all banks in Jordan to comply with se 1 e é&t Banking Supervision
q

(BCBS) requirements on corporat&Q rnanc d m 04 the Central Bank of

\
Jordan issued a Bank Directo Ha%book,of rpo@ Governance, which aimed at
i , s F &

in an. Recently, in 2007, the Central

&
nce Code for banks. Through such

enhancing the corporate g ance ') \k

Bank of Jordan issue

& o
initiatives, the bank tor i Y-Jyd ﬁ‘ﬁhed early with the corporate governance
code before othe 5 trial sectors (

the annual%\of Jordanian banks that all banks in Jordan comply with the CG

h started to comply in 2009). It is clear from

code gn specific chapters in the annual report related to it and how banks

comply with the code.
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Regarding CSR categories, disclosure about employee information was found to be
the most common theme over the study period in Jordanian companies. This result is
similar with many previous studies (Gray et al. 1995; Hackston and Milne, 1996;
Abu-Baker & Naser, 2000; Al-Khadash, 2003; Imam, 2000; Thompson ad\%ria,
2004; Ismail and Ibrahim, 2008). Community Involvement disclosure&heems to
be an important theme for Jordanian companies. This is similar wi findings of

N and Ismail and

niaxl companies that

studies conducted in Jordan (Baker & Naser, 2000; Al-Khada

Ibrahim, 2008). It can be noticed from the annual reports o

the majority of companies disclose the same social actigties Whi e‘wdmon
xl?

for the companies. These activates are based on the s€ A foge ample, 1?.1 e month

V
of Ramadan, companies provide Iftar meals to miltes i \rare%&)und Jordan,

and provide gifts and sadaqa for the neeN 11arly,

companies participate in the “Back to u@}eh aims to help and
support students in Jordan ensure ave ne& ary school supplies. In
general, companies prefer to dGIOSZSuch 4tlv' 'ep use it gives them the chance

J‘
(lg&) stated that disclosure activities

ore @1001 starts, many

to introduce themselves to wmet

&
related to community IIEWe nt rt(a',@nd must be reliable because it will

R ¢
attract public attentlcQ, : éé)
Q’ e o
G},Y"
\

The findin gE revealed that Jordanian companies were not concerned about
ic

Islamu@

It is an unecxpected result when only one company (Jordan Islamic Bank) discloses

h is classified as the lowest theme disclosed over the study period.

information related to this theme. A possible explanation for the unexpected result is
because the items included in this theme (zakar, waqf and Qard al Hassan) are

voluntary in Jordan for example. There is no law requiring companies to pay zakat,



263

and management is not responsible or authorised to pay zakar even in Islamic banks
because companies in Jordan are owned by many shareholders from different
religions and cultures. However, this could happen if the country complies with the
shari’ah law such as Saudi Arabia or in the case of Malaysia, which SW ‘ah-
compliant and shari 'ah-approved companies. This result is somewh@ with the
finding of previous studies. For example, Othman and Thani (201wand that only
1.79 % in 2004 and 2005 and no company in 2006 disclosed ithion about zakat
and 1.79%, 3.57% and 3.57% respectively disclosed in ti011 about Qard al
Hassan among Malaysian shari ‘ah-approved companigs. AB8ull he\gao&) found
AW P
d M}l si Is@w banks.

that 15 out of 22 banks paid zakat in Indonesian

2y
Rahman et al. (2010) indicated that zakat (6.74&o) P Has@?l' .8%) had the
Jowest disclosure in the annual reports of lam Mal¥¥sia @had (BIMB) over

14 years. %% QA\T §

The lowest items disclosed ingthis Yudy i§ wagf. | mpanies disclosed this item
4 &

including Islamic banks. @b @ ion ngthis result comes from the board
of directors of Islamic 3" They

 al Hasa
Nl 4T
[slamic banks. In f(ion, they argugat Qard al Hasan is an instrument used for

N

urgent finand uch as medical treatment. As such, Qard al Hasan is the most

&
qd %}the main concentration in the banks
’

currently situation 1 h@l{as become one of the main strategies of

imporunt@ ty in Islamic CSR. Another possible reason for this result is that wagf

in Jordan are managed and administrated by the Ministry of Awgaf and Islamic
Affairs and is governed by specific laws. Therefore, companies may not prefer to

practice such activities, which are supervised and managed by the government.
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The result also indicates that companies listed on the first market tend to disclosed
more CSR information than those in the second market. This finding can be
interpreted in the context of a theoretical framework, as larger firms are more likely to
disclose more information compared to small companies in order to re@ency
and political costs (Jensen and Meckling, 1976). This result is co@ with the
findings of Mohamad et al. (2010) who found a significant diffen?? in disclosure

levels between the main and second board of Malaysian comp@here, companies

listed on the main board disclosed higher information t@ 1 &16 second board.
1i8

This result can be interpreted in the context of Jord$re corpparg s’ (tf)\&bn -
A
market are more visible to the public because the maigly cghsist¥pf relatively

NV
il S_
QS W&
AN
G) N A
%\
q
% &
5.8.2 The Relationship between ratt na@ and Board Diversity
(
Characteristics with the Levhs mso'j*%é
N O
' "
&
|
The results indicated tl@ep deng¥ati (@ influence the level of CSR disclosure.
k N 2
This argument iS4 rte e ﬁ@gs of the first model where the R™ was

N
51.6%. The @also provide a‘u'.aence that gender diversity has a significant

positive :@on with CSR reporting at 1%, indicating that Jordanian companies

number of women directors led to a higher level of CSR disclosure. This

large and old firms.

—_—_ /=

>

with a
result is consistent with the findings of Barako and Brown (2008), Bear et al. (2010),

Bernardi and Threadgill (2010), Post et al. (2011), and Feijoo et al. (2012) who found

a positive relationship between female representation on the board and CSR reporting.
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The result is in line with resource dependence theory. According to this theory, the
board is viewed as an important resource for the firm because it provides critical
resources needed by the firm, by linking the firm with its external environment
(Hillman and Dalziel, 2003). Accordingly female directors provide valuabl@ces
to the firm by introducing new perspectives and insights to the boardrm ciliano ,

1996) which enhances the quality of decisions making (Walt and IngN, 2003, Carter

et al., 2003; Burgess and Tharenou, 2002; Huse and Solberg, 2 romotes greater

concerned for the needs of a wide range of stakeholders rdi land Threadgill,
2010; Brammer et al., 2009; Zhang et al., 2012), and erafes :at\;grfs&mty to
CSR issues (Wang and Coftey, 1992). Therefore, wo on podrd are\’ Rrore likely
than men to disclose CSR to help others and the@fn \

icY, gcial inorities and

women (Williams, 2003). It is interesting twjrom the
\ A
a female director tend to disclose mor ‘a‘t' afe cglq\women such as, the

'
percentage of women employees inws orkNwi irﬁﬁt‘rious managerial levels,

\

supporting women’s empowerjfien zctiviti';,ﬁ |c@§igns. It is clear that female
5 ’ &
Y This e

few is supported by Brammer et

directors care more about fefagle em}‘ Th%
al. (2009) who found t o'nt'l € (fQ en on the board will increase the
iof m l e

It (43 companies with

R

¢

number of women 1 a

s
.Y s
S
\
The result@ that there is no significant relationship between young board of
directdgandCSR disclosure, indicating that young directors in Jordanian companies
have no impact on the level of CSR. This result is contradictory to the study

conducted by Post et al. (2011) who found that companies with a higher number of

young directors on the board have a higher level of social and environmental
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disclosure. Similarly, Webb (2004) concluded that socially responsible (SR)
companies have more young directors than non-socially SR firms. This is incongruent
with resource dependence theory which suggests that young directors provide boards
with different perspectives, skills and insights, which enhance a firm’s c@/ and
problem-solving capabilities thus leading to enhanced board @nce and
decision-making (Ness et al., 2010). However, a reasonable € tlon for the

insignificant relationship between young board of directors nM disclosure may

be due to the small proportion of young members (14%) t nulnber of directors
on the board of Jordanian companies.
\
.{"
Another possible explanation for this result 1\3‘ ames young
directors have less experience compared t rector nd @en their position is
not secure. They aim to achieve the ho ; a@ interests rather than
stakeholders, in order to ensure tha ’s osmo ecus here are, however, other

possible explanations that ma(re to th‘ lac Qf erience and awareness about

’
CSR for young directors. S zak ' 6) f d that young managers in France

believed that companie

o
as I‘€Sp0nSlbllltl€S t em bs

trust voluntary 1 1a es because tha&?nnk that the development of CSR may be

L,@reholders and they understand CSR
¢
orﬁ'f hey argued that young directors do not

promoted b latlons only. ThlS could be applies in the Jordanian context, as
young ir shows poor experience and less practice thus, they have less ability to

meet the interest of diverse stakeholders.
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The independent director was found to have a significant positive relationship with
level of CSR disclosure. This finding can be interpreted in the context of a theoretical
framework. According to agency theory, a higher proportion of independent directors
will improve the voluntary disclosure because independent effect the moni g and
control of firm activities (Fama and Jensen, 1983) in addition to hﬁ@educe the
cost of voluntary information (Rouf, 2011), reduce the mfo n asymmetry
between shareholders and managers, and reduce litigation rlskwolcsy and Chow,
2007). Consequently, they enhance the comprehensivenes uallty of disclosures
(Lim et al, 2008). This result is consistent with the fipdin e 004*-Htay et
al. (2012), Jo and Harjoto (2011), Rouf (2011), an (%O ,Jand @‘ohamed &

Faouzi (2014) who provide evidence of sigx'fwc p 1\rela ships between

independent directors and level of CSR! aps this ult@<< obtained because

independent directors in Jordan are ec I1 n.Qermg because the CG
code (under chapter (2), article ensur e 1ﬂg*p—endence of independent

B

y |@natlons and compensations
o‘

committee. \ \ %
\ é"
Foreign nationals OW@ oyeda 1ﬁcant positive association with the level

of CSR disclosu 1s fmdmg 1s ] ne w1th resource dependence theory which

\
suggests that\é n directors, as outside directors, provide more resources such as

divers@l s and perspectives such as language, religion, life experiences, culture,

members, which is the re on 11t

behaviour, and norms which in turn enhances decision-making (Ruigrok et al., 2007)
and improves a firm’s strategy such as supporting CSR reporting strategies (Ayuso
and Argandona, 2007). This result is consistent with the study of Khan (2010) who

found a positive relationship between foreign directors and the ievel of voiuntary CSR
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disclosure. This result may be explained due to the fact that foreign directors in
Jordanian companies usually represent the foreign shareholders. This view can also be
observed in the case of emerging markets (Darmadi, 2011). As a result of foreign
shareholders, the directors will have incentives to disclose detailed infor&&r’about
CSR in order to reduce agency conflicts (Barako et al., 2006) and to @in foreign
investments (Darus et al., 2009). Ghazali (2007) argued that Wn ownership

M that companies

thd resources of the

companies tend to disclose more CSR information in order

are socially responsible and not concerned only with expl@t
country. This is because foreign companies are more wsibleYand|are re’l'l@l’y to be
subject to control by the host government. 2 b

\ N
V \J

With regard to corporate governance MJS es@ failed to find a

S5f_R

ms,

statistically significant relationship g altycj%d the level of CSR
L

disclosure. This means that the ¢ ation e &ﬁfr and CEO positions in

NS

Jordanian companies hase no Z on re lﬂ I R. This result is inconsistent

S

1

with the agency theory, w, sugqe é(n ination of the chair and CEO
positions will increase @ pjoblems; wht(g;}n turn lead to less disclosure because
they may hide unf@i lc} ilfo 1(§¥om outsiders in order to achieve their
interests (Al Sha and Al-Sultapy2010). The result is also not in the line with
stewardship , which suggests th\at role duality improve leadership and facilitates

decisi@v g, because they are more knowledge and understanding about the

company’'s business than an outside director (Lam and Lee, 2008) and there is no
information loss between the CEO and the board since there are no conflicts of
interest between two roles. However, this finding is consistent with previous studies

by Barako et al., (2006), Lim et al. (2008), Buniamin et al. (2008), Said et al. (2009),
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Al Arussi et al. (2009), Ienciu (2012), and Abdul Razak and Mustapha (2013). The

tinding is also contrary to expectations. A possible explanation for this finding is that

Yv

Another possible explanation for this finding is that in the case of J @ when the

17 % of the companies have CEO duality.

CEO and chairman positions are held by the same person, comp?*sbecome more

concerned with the company’s daily management and oNons rather than
disclosing information, specifically CSR. Another ;‘)o% eagpn is that board
members and CEOs in Jordanian companies believe ghat Mey tre osgarsible in
setting the CSR strategy and manage the infon’natm%scloiu igfthe £131 report.

They believe that this responsibility is tth.he‘?rch %x. development

department. \c—) é
A,

A

O '
X
The results also revealed no relatiofwg bet\%ilti&ﬂirectorships and the level

N
of CSR disclosure. This resyft is ntrarl to Jexp c%ons and is incongruent with
E , 'y

4
resource dependence the;@ccor
firms to link with the ﬁggl 1 env

&
\fo thi‘seq.b[eory, multiple directorships help

enga\nd access various resources to secure

essential resources d bl therh, they have a diversity of knowledge,
bt
experience, and s %{erived from pgsgdnal knowledge from other firms (Haniffa and
S
Cooke, 2005%WRMgrok et al, 2006). These encourage boards to imitate policies and

strateg@t 1er companies such as CSR (Darus, 2009), and tend to disclose more
social and environmental information since they have a wider social network and
links with various stakeholders (Ruigrok et al., 2006). Consequently, more CSR

information disclosure is expected in order to preserve their reputation.
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This result is inconsistent with the studies of Webb (2004), Haniffa and Cooke (2005),
Braam and Borghans (2010) and Courtois, et al.( 2011), which found a positive
relationship between multiple directorships and the level of CSR disclosure. However,
it is consistent with Darus et al. (2009) who found an insignificant rtkmip to
CSR in Malaysian listed companies. A possible explanation for the u &)}ted result
is that multiple directorships are less likely to perform their duti?ﬁ:ause they are

Me case of Jordan

arjd skill, especially

when they have a strong family and political backggund¥Th ref\¢b nies in
| | e
Jordan prefer to appoint such kinds of directors in er togprotegt th@i since they
have strong connections with government agen@ é
N 1 o
There was no significant relationship l; n { 1 m@S on the board and the
t

" &
wi ncyﬁﬂeory, which suggests that
N

busy. Another possible justification is that multiple directorshj

are appointed based on their authority rather than their ed

level of CSR. This finding is inco&

companies with a high conc%zn of lwn}shi@ll disclose less information,

’ $ &
because the demand for %discllas\vill bedbw (Jensen and Meckling, 1976).

Therefore, family cor]ﬁmd Ol]?l;ﬂ, &g}ch have a high number of family
members on the b Q-nd to]di 1
’v7/e

access to internal E‘m cial and non-ﬁ@;;ial information (Chau and Gray, 2010).

\ ~N

&

e information, because they have greater

Thi ul ontradictory to Haniffa and Cooke (2002), Webb (2004), Darus et al.
(2009), Mohamad and Sulong (2010) and Abdullah et al. (2011) who argued that
companies with family members on the board disclose less information compared to
non-family member boards. This result can be interpreted in the context of Jordan

where the tamily member on the board is in order to keep control of the firm within
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the family. Such persons may not be aware of CSR regulations and corporate

governance. Another reason behind this result is the percentage of family member on

\Y"

The results provided strong evidence supporting that independent di S&D sitting on

the board to the total number of board members is low with only 6%.

an audit committee have a positive significant association with C wclosure at 1%.
This finding indicates that a higher proportion of independent bers in an audit
committee will increase CSR disclosure in Jordanian ani¢s. This result is

o

consistent with the study conducted by Said et alg (2009) Yho g0fine az-posmve
&1%& n mp A\es Another

relationship between the audit committee and CSR

'\soc é&. between CSR

re @)ported by agency
i

eE)édirectors on an audit

study conducted by Khan et al. (2012) reporagd c

disclosure and Bangladeshi companies. w fmdm

theory which suggests that the pre 9@05‘ x’e:d

committee will support the owners \ nitort nﬁﬁgers activities. Mohamad
N
et al. (2010) argued that a ercergagefof @endent directors in an audit
’ &

committee will improve th lity 9 matlgdlsclosure and they are more likely
qrs Ct.,@ the audit committee can ensure the

to disclose CSR mfor a
(l;a i

objectivity and rel éélrtmg (Khan et al., 2012). In Jordan, the
audit committeeNplays an 1mporta ole to enhance the quality of information
disclosure an \kourage the company to comply with the laws and regulations stated
in the@te governance code, article (4) under Duties of the Audit Committee

section: “Monitoring the company’s compliance with Laws and regulations in force,

and the requirements of regulatory institutions.”
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5.8.3 The Moderating Effect of Board Size

The results of moderated multiple regression analysis indicated that the board size has
a weak moderating effect on the relationships between the goveman@board
diversity characteristics with the level of CSR reporting. With i&) to board
diversity, the result failed to find a moderate effect of board si een women,
age, and independent and foreigner directors and CSR level. Th\@ans that all board
diversity variables were found to be insignificant. The r Y;r|th1s result is not
clear but it seems possibly due to the fact that pr ortjon dwexge board
members is very low on the boards of Jordanian co mes., e eraQe number of

female board members is 0.027 with 23% of$::1 gst one female

member on the board, while few compani Q three o ore®3men on the board.
.\
Schnake et al. (2006) argued that few sIrv in large boards lead to
ll
poor social performance because th e less™ en n the board decisions and

this is the same for the othel%g dlverllty adtq@- Bear et al. (2010) stated that

s

directors with diverse ba unds m ace lenges when they serve of large
boards because their m q e heard in large groups of directors.
e
Furthermore, under, 1rcu y s$ey do not feel free to offer their opinions
4
thereby bemg rafjer nneffective on board. In some cases, they may even be
excluded frot 1810n-makmg dlSCUSSlOHS (Feijoo et al., 2012). Some researchers
have ;@vat three or more diverse members serving on the boards may be more
powerful resulting in better decision making thereby improving CSR disclosure. Post

et al. (2011) found that the presence of three or more female directors on a board is

positively related with higher environmental reporting. Similarly, Feijoo et al. (2012)
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concluded that boards with at least three women are determinant of the quality of CSR

reporting.

This result is contrary to expectations where, the finding of this st@md a

significant positive association beteen female directores and CSR @re, and is

incongruent with resource dependence theory which suggests thvnale directors

provide valuable resources to the firm by introducing new pergpeCWfes and insights to
ﬁ:

the boardroom (Siciliano , 1996) which enhances the f 'iecmons making

(Walt and Ingley, 2003; Carter et al., 2003; Burgess nd ™har i'*l-use and

Solberg, 2006). Y. \,Y'
Vaw &

With regards to corporate govemance ;sms, th p@Qof the moderating

A

effect was found to be more s1gmﬁca§ ) pﬂr ar er51ty characteristics.
1on

N
The result of moderated multlple is fa‘féd to find the moderating
N

effect between family membeffs e bo rd Ind th@ evel of CSR disclosure. This
’

£
alvaé(ZOM) who argued that increased

finding is inconsistent wit Wbettel

board size will reduc 11y pgw Eg.ueasmg the proportion of unaffiliated
outsiders and by %as anontd algg\{vhwh in turn reduces the agency conflict
and improves 1Sclosure. ThlS t can be interpreted in the context of Jordan
where the ¢ les are owned, managed, and controlled by family members.

There@re is no significant difference weather the board is large or small
because in Jordan as well as in the Arab world, the board members are selected from
family members who usually hold important positions, such as CEO, directors, and
chairman, or they select board members who have strong relations with the family in

order to keep control of the firm within the family (Al-Shammari and Al-Sultan,
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2010). Despite a low percentage of family members on the board with only 6%, they

still have a strong voting power because they are not only appoint family members on

Yv

The result from this study indicated that board size will reduce the n:é@e effect of

the board but they select people who have strong relations with the family

CEO duality on the level of CSR disclosure. This means that (?duality with a
larger board size tends to enhance CSR disclose. This result is Mstent with agency
theory. From an agency perspective, the large board ter' able to oversee
management by reducing the domination of the CEO qn the¥oafd ( it a@- Locke,

N
O

2012) and lead to disclose more information relate CSI} ulgand Heting (2004)

N
found that association between CEO duality @; t\Bclosgx. enhances and

improves when the firm has a large board W hJ higher Zbpoifidn of expert outside
\ A
directors. (0 “AT $
% Q-

']

N NS
Xeds >

The results of the current st% revegls tjfat b@rd size moderates the positive

’ &

osus®’Multiple directorships serving on

—-—

—_—

effect of multiple directors on

large boards tend to dit‘Nm re,
a negative relatior Qbetwln
Fv/e

relationship becoNge Positive and si
Ny .
result could erpreted in that multiple directorships are more effective in large

’mf tion. As a result in Table 5.33, found
ti directorships and CSR disclosure, this

Ycant when moderated by board size. This

board@ 1an in small board because firms with large boards are more concerned
about their value and reputation and are not concerned if they are busy, while in small

boards, directors may be unwilling to serve on several board committees because they

arc busy.
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Finally, the results indicated that board size also moderates the positive effect of
independent directors sitting on an audit committee on the level of CSR disclosure.
Independent directors sitting on an audit committee tend to disclose more information
when the board size is large. As the board size increases, the representati@tside
members including the independent members also increases therel@oving the
monitoring function of the board because it increases board ind nce (Erhardt

Mt directors in an

mgnagers’ activities

2003; Carter et al., 2007). Agency theory suggests that inde

audit committee will support the principals in monitori

Mohamad and Sulong, 2010) and improve the qualify of Mfonmati © tween
( p q | -\Szbe
the principle and agent (Barako et al., 2006). 2 o
\ N
Vo N
3 )
NP
(4]

5.9 CHAPTER SUMMARY EG)

N
“ QO
NS
The aim of this chapter is to pre e data lysi@nd discusses the findings in

'S

order to address the research questgns K udéj‘ his chapter presented the results
of descriptive statistics @ di 'lo e in@er to determine the level of CSR
1O
disclosure in Jordan ohe st’d' rigd(éa)el data analysis employed using fixed
V)

—

\
orhe chapter also presented the three different

effect model with % starfl
o >

methods to es{ panel data: po?@d ordinary least squares model (pooled OLS),

fixed effs @els (FEM) and random effects models (REM). A number of tests use

in order entify the best and appropriate model for the data analysis, Breusch-

Pagan Lagrange multiplier (LM) test was used to choose between pooled OLS and

random effects, while the Hausman test was used to choose between the fixed effects

models and random effects models. A diagnostic test was conducted and some tests
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were employed before running the regression, i.e. normality test, multicollinearity test
and linearity test. Other tests were employed after running the regression including
the test of heteroskedasticity and autocorrelation. The study detected the presence of
heteroskedasticity and autocorrelation problems, and used the (ch&?obust
standard errors to deal with problem. Furthermore, this chapter prov@ statistical
results of Paired T-Tests in order to test whether if there is any si#ﬁent difference
between the levels of CSR disclosure in two groups. The resultmated that there is
a significant increase in the level CSR reporting fro pfe- to the post-

implementation of the CG code. An independent-sgmple¥t-tgst c!)n*@cted to
| &
&ee& the first n@(et and for

Vg ¥

the second market. The result found a signifiggant ®iffageride, dn C YIevel between

determine if there is any difference on the CSR leve

first and second market. The summary res\;;the hyp eseé%ting related to the

\ A
impact of board diversity (H1, H2, H3 4) Ira overnance mechanism
() AP
(H5, H6, H7 and HS8) on the level\ RNI‘E Lsﬁ'!rovided in Table 5.37. In
.
h"p @Hlo, H11, H12, H13, H14,

addition, the summary ﬁndin% the hfpotlfese
' 4

H15, and H16 that relate@od@impa

between corporate gov ce gn td|di
W P
presented in Table @na}l D,y S nﬁw results of the hypotheses testing related
'
to the diffrnece os; disclosure b en first and second markets and between pre
g\ k-
and the post de is presented in Table 5.39

S

()

f board size on the relationship

€/,

ity and the level of CSR reporting is



Table 5.37 Summary of the Hypotheses Testing for Model 1
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Hypotheses Results
H1 | Companies with a higher proportion of female directors on the board Accepted
are more likely to have a higher level of CSR disclosure. \Y*
r
il
H2 | There is a positive relationship between the young board of dire&&i" Rejected
and CSR disclosure. Y'
H3 | There is a positive relationship between the proportio oi qraependent Accepted
directors and the level of CSR disclosure. é l\d
’ 9 ° \3'
H4 | The higher the proportion of foreign nationals oard’t iéhﬂt" Accepted
the level of CSR disclosure. Y. \" \T
Y'
L D .
H5 | There is a negative relationship betw dudh tl&(@vel of Rejected
CSR disclosure K A
H6 | There is a positive relationship&e\ en We d@orships and CSR | Rejected
disclosure. $
e MR L0
J‘{(Q
H7 | Companies with a hk&l i embers on the board tend | Rejected
to have a negative w F SR@'sclosure.
d £
H8 atiorfshigl bRtwgai the number of independent Accepted

There is a pos}
directors sit %

an aud cdrn%R&e and CSR disclosure.

S




Table 5.38 Summary of the Hypotheses Testing for Moderating Effects
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an audltéttee on CSR disciosure.

Hypotheses Results

H9 | Board size moderates the positive effect of women directors on CSR Rejected

disclosure. YT

. N ‘ -

H10 | Board size moderates the positive effect of the younger membef™h¢he Rejected

board of directors on CSR disclosure. Y.
H11 | Board size moderates the positive effect of independ i ctols on CSR | Rejected

disclosure. I \d
H12 | Board size moderates the positive effect of foreidMwdirego CS\I'Y' Rejected

disclosure. \ S‘
H13 | Board size moderates the positive effgc %1 1ti 1 ctogps on CSR | Accepted

disclosure \

c AN
NS A0 )

H14 | Board size moderates the ne& efwhe SEO duality on CSR | Accepted

disclosure %\

N
£
N afide

H15 | Board size moderate g@ect 0 ily members on the board | Rejected

on CSR dlsclosur | 0

E’) /e
N

H16 | Board 51ze tes tlvqgff ect independent directors sitting on | Accepted

S




Table 5.39 Summary of other Hypotheses
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H17

There is a significant increase in the level of CSR disclosure from the

pre (before CG code) - to the post (after CG code) regulation ye@.

Jordanian listed companies.

0

Accepted

H18

Companies listed on the first market are more likely to % € more

CSR information than those in the second market.

Accepted
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