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Abstract

This study examined the impact of board size, presence of an audit
committee, and chief executive officer (CEO) duality on the level
of corporate social responsibility (CSR) reporting in Jordan.
The population of the research included all non-financial companies in
the industrial and service sectors listed on the Amman Stock
Exchange (ASE) for the period 2006-2015. The study covered
the impact before and after the issuance of the Jordanian
Corporate Governance Code (JCGC) (Jordan Securities Commission
[JSC], 2009). The study results suggest that the level of CSR
reporting has significantly improved among Jordanian public listed
companies since issuing the corporate governance code in 2009.
This finding suggests that these companies may have adopted CSR
reporting as a legitimation strategy to influence the external
perception of their performance and convince the public of their
legitimacy.
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1. INTRODUCTION

The internal and external aspects of the corporate
social responsibility (CSR) framework are based on
“ethics”, that companies can adopt to create
a positive perception in the community, legitimise
their activities and attract new investors (Alrousan
et al,, 2015). A wider range of stakeholder groups
have the right to be informed about a company’s
activities in community engagement, the workplace,
the environment, the market, and even society at
large (Abu-Baker & Naser, 2000). Corporate social
reporting is one of the strategies that companies can
use to communicate with stakeholder groups
and the public affected by their operations. This
provision of information in the annual reports is
generally categorised as voluntary disclosure (Jizi
et al.,, 2014; Liao et al., 2016).

Companies with an effective and active board
of directors (BoD) should disclose more information
about their CSR activities to meet the expectations
of a group of stakeholders including the society at
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large (Isa & Muhammad, 2016). An active corporate
BoD can act as a representative of stakeholders
in implementing effective corporate governance
mechanisms to enhance accountability, monitoring
and transparency in companies. Therefore,
the effectiveness of corporate governance practices
depends on the activity of the BoD in companies (Esa
& Zahari, 2016). The corporate board also dominates
the disclosure policies to ensure the effective
control mechanism of reporting in the companies.
Hence, corporate board characteristics are important
internal control mechanisms that influence effective
corporate governance practices and CSR reporting
level (Said et al.,, 2009; Khan et al., 2013; Barakat
et al,, 2015; Majeed et al., 2015; Isa & Muhammad,
2016; Fuente et al., 2017).

Previous studies have mainly focused on
developed countries such as the USA, the UK,
Canada, Australia, and Western Europe (Sparkes &
Cowton, 2004; Li et al., 2008; Jo & Harjoto, 2012;
Paek et al., 2013; Zhang et al., 2013; Fernandez-
Feijoo et al.,, 2014; Ducassy & Montandrau, 2015;
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Oh et al., 2016; Rao & Tilt, 2016b; Galbreath, 2017).
The existing literature suggests that there is
a significant gap in such research in developing
countries and further research is needed (Velte,
2017; Abu Qa’dan & Suwaidan, 2019). This is
because political, social, and economic environments
have different impacts on board composition and
CSR reporting levels (Khan et al.,, 2013; Habbash,
2016; Velte, 2017). Jordan provides a rich setting for
this study for several reasons. First, Jordan is
a developing country and the Jordanian culture,
economic, and business environment are different
from developed countries (Barakat et al., 2015;
Ibrahim & Hanefah, 2016). Second, the legal context
in Jordan is well organized with a stable political
situation compared to the surrounding Arab
countries in the Middle East (Naser et al., 2002;
Ismail & Ibrahim, 2008; Barakat et al., 2015).
The Jordanian Corporate Governance Code (JCGC)
was implemented in January 2009 for public
companies listed on the Amman Stock Exchange
(ASE) (Shanikat & Abbadi, 2011; Jordan Securities
Commission [JSC], 2009). This code is predicted to
provide an indication of the relationship between
corporate governance practices and the level of CSR
reporting in the context of developing countries
(Rashid & Lodh, 2008; Habbash, 2016).

Previous studies have not provided conclusive
evidence regarding the level of influence of
corporate governance practices on CSR reporting in
developing countries. A diverse range of results were
obtained, at least in part due to differences in
theoretical perspectives, sample size, period, and
research methodologies, which provide a rationale
for further research (Jain & Jamali, 2016; Rao & Tilt,
2016a; Abu Qa’dan & Suwaidan, 2019). This study
used longitudinal data (panel data) to provide
a clearer explanation of the influence of corporate
governance on CSR reporting over a long period of
time (Berg & Lune, 2017). This paper analyzed
balanced panel data of all non-financial companies
using a quantitative method to test hypotheses
within the framework of legitimacy theory to explain
the relationship between corporate governance
practices and the level of CSR reporting.

The remainder of the paper is structured as
follows. Section 2 provides an overview of the relevant
literature. Section 3 describes the methodology
models and data. Section 4 presents the analysis and
discussions, and finally, Section5 presents
the conclusions, limitations, and suggestions for
future research.

2.LITERATURE REVIEW AND HYPOTHESES
DEVELOPMENT

2.1. Theoretical background

The BoD is one of the most important corporate
governance mechanisms that monitor the actions of
the management and the reporting process in
companies. A large number of directors sitting on
the board can increase the level of disclosures in
the company’s annual reports (Sartawi et al., 2014).
A large number of directors on the board can
improve the transparency of the information in
the companies to satisfy stakeholder group
demands for more CSR reporting (Barakat et al.,
2015). Some of the previous studies in developing
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countries have found that the large board size
affects the increase in the level of CSR reporting (Esa
& Mohd Ghazali, 2012; Ahmed Haji, 2013; Majeed
et al., 2015; Isa & Muhammad, 2016; Ahmad et al.,
2017c). Ahmed Haji (2013), using the case of
Malaysia, shows that after the revision of the corporate
governance code, a positive and significant
relationship emerged between the size of the BoD
and the level and quality of CSR disclosure. Ahmad
et al. (2017¢) suggest that companies with large
boards tend to improve involvement in CSR
activities and increase reporting.

The presence of an audit committee is
considered as one of the important corporate
governance mechanisms to improve the reporting
and disclosure process. This committee increases
monitoring and control of the managers’ decisions
in the interest of all stakeholder groups (Khan et al.,
2013). Hence, an effective audit committee can
improve the quality of disclosures including CSR
reporting (Khan et al., 2013). Some of the previous
studies suggest that there is a positive relationship
between the presence of an audit committee and
the level of CSR reporting (Said et al., 2009; Khan
et al, 2013). In contrast, other studies found
an insignificant negative relationship between
the presence of an audit committee and the level of
CSR reporting in developing countries (Habbash, 2016).

The leadership structure is an important
corporate governance mechanism that controls and
monitors company operations. The duality of
the chief executive officer (CEO) and chairman roles
increases management power and may impair
the power of monitoring in the companies including
reporting policies and decreases investment in CSR
activities and reporting (Habbash, 2016; Oh et al.,
2016; Ahmad et al, 2017c). Some of the prior
studies have examined the relationship between CEO
duality and CSR reporting (Said et al.,, 2009; Khan
et al, 2013; Muttakin & Subramaniam, 2015;
Habbash, 2016; Ahmad et al., 2017c). These limited
previous studies have shown mixed results in
the context of developing countries. The impact of
CEO duality has been found to be significantly
negative (Muttakin & Subramaniam, 2015; Abu Qa’dan
& Suwaidan, 2019), insignificant positive (Said et al.,
2009; Khan et al., 2013; Habbash, 2016) and
insignificant negative on the level of CSR reporting
(Ahmad et al., 2017c¢).

In the context of Jordan, the impact of board
size and audit committee presence on the level of
CSR reporting has been understudied (Barakat et al.,
2015; Abu Qa’dan & Suwaidan, 2019). The study
conducted by Barakat et al. (2015) used a small
sample size (55 companies) of Jordanian service,
industrial, and financial companies in one year
(2011). This study found that there is a positive and
significant association between board size, audit
committee presence, and CSR reporting level.

Abu Qa’dan and Suwaidan (2019) suggest that
there is a significant negative relationship between
CEO duality and the level of CSR reporting. This
study examined companies in the industrial sectors
during the period 2013-2015 and ignored
the service sector. Therefore, this study does not
include the years before JCGC 2009 nor all the years
after JCGC 2009. Overall, there is a significant gap in
the literature of such studies and there is no
consensus in the findings (mixed results) of previous
studies in developing countries.
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2.2. Corporate board practices and CSR reporting
in Jordan: A legislative framework

Chapter 2 of the JCGC explains that the members of
the BoD must be qualified, experienced and elected
by a cumulative voting system at a general meeting
to represent all stakeholders (JSC, 2009, pp. 7-11).
The number of these board members must be no
less than five and no more than thirteen for
a maximum term of four years. The board meeting
must be held once every two months, requested by
at least the chairman or a quarter of the board
members. This board should ensure adequate
experience and qualifications held by the executive
management members. In addition, the role of
duality is not accepted and board members in
the company are not allowed to hold the same
position or represent other companies with the same
business activities (JSC, 2009).

According to the JCGC, the audit committee
should be elected from the BoD of at least three non-
executive members two of them independent. All
members of the audit committee must have
experience in finance and accounting, and at least
one of them must have an academic qualification or
professional certificate in this field. This committee
must meet at least four times a year and once with
the external auditor without the presence of
the executive management members. The audit
committee must also monitor the company’s
activities in accordance with applicable rules and
laws. In addition, the audit committee has the power
to require the presence of the external auditor, make
a recommendation to the BoD on the appointment of
the external auditor for election by the general
meeting, and appoint an internal auditor for
the company (JSC, 2009).

CSR activities and reporting have received
a great deal of attention from the Jordanian
government through the enactment of legislation
and regulations:

1. The Environmental Protection Code (Law
No. 12 of 1995) and the Securities Commission Law
of 1998 were enacted to ensure the compliance of
companies with its environmental control standards
and to mandate companies to disclose information
about social and environmental issues in their annual
reports (Al-Khadash, 2004; Suwaidan et al., 2004).

2.In 2004, the JSC issued instructions and
guides for preparing annual reports, issuing
the company’s disclosures, accounting, and auditing
standards (JSC, 2004, n.d.). These guidelines and
instructions require companies to report all services
that companies provide to the local community and
to disclose the company’s role in protecting
the environment. Companies that do not contribute
to the community should state that clearly in their
annual report (Ibrahim & Hanefah, 2016).

3.In 2006, the Jordanian government amended
the environmental protection law by enacting
Law No. 52 of 2006 on Protection of the Environment
to improve the compliance of companies to protect
the environment from their activities and comply
with applicable regulations (Haddad et al., 2017).

4.In 2009, the JCGC was issued and required
ASE-listed companies to disclose information on
the local community and the environment in their
annual reports. This was clearly stated in Chapter 5
(Disclosure and Transparency) as follows: “The company
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shall disclose its policy regarding the local
community and the environment” (JSC, 2009, p. 15).

The above-mentioned government regulations
oblige companies to disclose social and environmental
information in their annual reports. This is designed
to ensure the quality and reliability of the annual
report and to attract local and foreign investment
(Ibrahim & Hanefah, 2016). In fact, the approach of
either “comply or explain” is adapted to achieve full
compliance gradually. Despite this, the JCGC does
not provide guidelines for disclosing the structure
of CSR activities in annual reports. Therefore,
CSR reporting is not fully regulated and is still
a voluntary action in Jordan.

2.3. Empirical review and research hypotheses

A stakeholder group is defined as a group that
supports the decisions and actions of companies so
that they exist, continue and survive. This group can
be comprised of shareholders, creditors, customers,
employees, and society. Companies without
the support of this type of group may cease to exist
(Freeman & Reed, 1983). Hence, companies should
build and maintain good and trusting relationships
with various stakeholder groups that may affect or
be affected by their activities (Freeman, 1984; Stovall
et al., 2004). In this regard, Roberts (1992) pointed
out that companies can use CSR activities and
reporting as a strategy to respond to stakeholder
demands and expectations.

Legitimacy theory tends to provide an additional
perspective and in-depth understanding of
the influence of corporate governance factors on
the level of CSR reporting. Legitimacy theory
promotes a focus on the expectations of society in
general (Deegan et al., 2002). According to Suchman
(1995), the definition of legitimacy is “a generalised
perception or assumption that the actions of
an entity are desirable, proper, or appropriate within
some socially constructed system of norms, values,
beliefs, and definitions” (p.574). Therefore,
companies seeking legitimacy may adopt a strategy
to influence external perceptions of their operations
and increase public acceptance of their legitimacy
(Lindblom, 1994). CSR reporting can be seen as one
of the strategies that companies can adopt to create
a positive image of their operations (Gray et al.,
1996; Deegan et al., 2002).

Corporate board members play an important
role in the companies through -controlling or
monitoring management actions (Barakat et al., 2015).
These board members are expected to improve
controlling mechanisms and reporting policies in
the companies to protect the interest of the stakeholder
group (Jizi et al., 2014). A high proportion of
directors (a large number of directors) on the board
may also help improve the company’s disclosure
policies and increase transparency (Sartawi et al.,
2014). A board with a high proportion of directors
can act as a representative of different stakeholder
groups, including society. This type of board can
emphasize its CSR strategy and report additional
information to reduce the legitimacy gap. This
discussion leads to the following hypothesis:

HI: A high proportion of directors (board size)
on the board of directors is positively associated with
the level of corporate social responsibility reporting.
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The audit committee plays an important role in
enhancing the level of disclosure by overseeing
the reporting process in companies (Said et al., 2009).
Existing literature suggests that the effectiveness
of the audit committee depends on the number of
independent members on the board, the number of
experts on the board, and the frequency of meetings
(Xie et al., 2003; Madawaki & Amran, 2013; Soliman
& Ragab, 2014). An effective audit committee has
an impact on increasing the quantity and quality of
reporting by controlling and monitoring the decision-
making of companies (Said et al.,, 2009; Khan et al.,
2013). Companies with an audit committee on their
BoD appear to report more CSR information to
inform public opinion about their legitimacy. This
discussion leads to the following hypothesis:

H2: The presence of an audit committee on
the board is positively associated with the level of
corporate social responsibility reporting.

The duality of the roles of the CEO and
the chairman should be separated from
the corporate board (Cadbury Committee, 1992; JSC,
2009). This duality of director roles may decrease
corporate mechanism control and the efficiency of
corporate disclosure policy (Abdel-Fattah, 2008)
because the power is dominated by a CEO who also
acts as chairman of the board. This authority may
disregard investing in social activities and hide some
information at a board meeting to achieve their
personal interest (Jizi et al., 2014; Liao et al., 2016).
Liao et al. (2016) suggest that the segregation of
the roles of CEO and chairman on the board is
positively associated with CSR assurance decisions,
quality of CSR information, and stakeholder confidence
in the company. This powerful management may
interpret CSR reporting as a harmful activity that
may reduce their wealth and benefit the company
(Jizi et al., 2014).

According to legitimacy theory, companies may
attempt to repair the perceived loss of legitimacy if
a legitimacy gap occurs. However, companies with
the role of CEO and chairman on the BoD may
devote less attention to reporting information than
mandatory requirements because the perceived
threat is minimal. Therefore, these companies

are likely to make lower levels of voluntary CSR
disclosures. This discussion leads to the following
hypothesis:

H3: The presence of chief executive officer
duality on the board is negatively associated with
the level of corporate social responsibility reporting.

3. RESEARCH METHODOLOGY
3.1.Data

This study adopted a quantitative method with
a deductive exploratory approach to explain
the relationship between corporate governance
practices and the level of CSR reporting in Jordan.
The study population included all non-financial
publicly listed companies in the ASE industrial and
service sectors for the period from 2006 to 2015.
Table 1 shows a total of 80 companies, resulting in
a balanced panel data of 800 observations as of
December 31, 2015.

Table 1. Companies of non-financial sectors

summary
Sectors Ni umher_of Observation
companies Per period Percentage (%)
Services 35 350 43.75
Industrial 45 450 56.25
Total 80 800 100.00

Financial companies include different types of
industries such as insurance, banks, diversified
financial services, and real estate. This study excluded
these companies due to significant differences in
the application of accounting policies as well as
a different set of instructions and rules of disclosure
requirements compared to non-financial companies
(Haniffa & Cooke, 2005; Goodwin-Stewart & Kent, 2006;
Mohd Ghazali, 2007; Abed et al., 2012; Ahmed Haji,
2013; Ho & Taylor, 2013; Esa & Zahari, 2016;
Habbash, 2016). Unlisted and suspended companies
on the total period of the study were also omitted
from the list. Companies that did not have available
annual reports were excluded. The following table
identifies and shows the total number of 80 companies.

Table 2. Study dataset

Study population summary No. of ASE-listed companies
Total number of ASE-listed companies as of December 31, 2015 228
Less: Financial companies 111
Less: Companies that were not listed during the entire survey period 23
Less: Companies with the unavailability of annual reports 11
Less: Suspended companies during the study period 3
Total number of non-financial companies in this study 80
The data source for the study is annual reports involvement information, workplace information,
of public companies listed on the ASE for the period marketplace information, and environmental
2006-2015. This study started in 2006 because of information are observed to build the CSR reporting
the unavailability of annual reports prior to 2006 on  index. Other types of disclosure made in

the ASE website and ended in 2015 because it is
the most recent year for which data are available.

3.2. Variables
3.2.1. Dependent variable
The CSR reporting index (CSRRI) is the dependent

variable in this study. Different areas of disclosures
in the annual reports of companies such as community
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the company have not been considered. Accordingly,
the use of content analysis to analyze the annual
reports is empirically appropriate in the areas of
CSR reporting (Guthrie & Parker, 1990). The content
analysis method is used to codify the selected
contents of the annual reports into different
categories (Guthrie & Abeysekera, 2006). Based on
the methodology of previous studies (Rashid &
Lodh, 2008; Barakat et al., 2015; Rashid, 2015; Isa &
Muhammad, 2016; Omar et al.,, 2016), this study
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uses an index that considers selected aspects of
information that companies disclose CSR in their
reports.

The checklist has 48 items based on previous
studies (Mohd Ghazali, 2007; Rashid & Lodh, 2008;
Rouf, 2011; Barakat et al., 2015; Rashid, 2015).
In this study, a pilot test was conducted on
35 companies to test the validity of the proposed
checklist. Hence, the study modified the items in
the checklist to confirm its relevance to Jordanian
non-financial sectors (see Appendix). In addition, to
ensure reliability, two independent research fellows
were asked to perform the coding procedure
according to Khan (2010). The CSR score is
constructed based on an unweighted method which
indicates that all information, regardless of its
importance or relevance to any particular user
group, is of equal value (Mohd Ghazali, 2007; Omar
& Simon, 2011; Ahmed Haji, 2013; Barakat et al.,
2015). A value of “1” was assigned if the item in
the checklist was disclosed by the company,
otherwise a value of “0” was assigned. In this study,
the total score of the binary variables awarded to
each company for the maximum number of checklist
items is calculated to obtain the CSR reporting index
ratio used by Sharif and Rashid (2014) as shown
below:

CSRRI = )" df* /n, (1)
where, CSRRI= CSR reporting index; n; = total number
of items for j* companies, n; <48; d; = equals 1, if
items are included in the checklist, and 0 if
otherwise.

3.2.2. Independent variables

The independent variables in this study are board
size (BDSIZE), the presence of an audit committee on
the BoD (AC), and CEO duality (CEOD). According to
previous studies, board size is determined by
the total number of board members (Ahmed Haji,

CSRRI = By + PyBDSIZE + B,AC + BsCEOD + B4SIZE + BsAGE + BLIQ + ¢

where, CSRRI is a CSR reporting index; BDSIZE is
a board size; AC is an audit committee presence;
CEOD is a CEO duality; SIZE is a company size; AGE
is a company age; LIQ is company liquidity; g is
a beta coefficient; ¢ is an error term.

Special attention was paid to the compliance of
the given regression equation with the criteria
(assumptions) of statistical analysis such as
normality, linearity, and homoscedasticity (Khan
et al., 2013; Rashid, 2015; Habbash, 2016; Rao & Tilt,
2016b). The normality assumption means that
the observational data in the study should be
normally distributed. Pallant (2007) argued that if
the study has large observations and more than 30,
this assumption is relatively irrelevant. However, in
this study, the residuals/histogram normality test
was used to check the “bell shape” of the data.
The result indicates that a bell-shaped curve shape
meets the assumption of normality.

To test the correlation coefficients between
sets of variables, correlation statistical analysis such
as the variance inflation factor (VIF) test was
performed to diagnose the problem of multicollinearity

VIRTUS

”

2013; Barakat et al., 2015). The presence of an audit
committee is a dichotomous variable equal to “1” if
an audit committee exists (Khan et al., 2013; Barakat
et al., 2015). According to Khan et al. (2013),
Habbash (2016), and Liao et al. (2016), CEO duality is
a dummy variable equal to “1” if there is CEO duality
and “0” otherwise.

This study examines company characteristics
as control variables that may affect the level of CSR
disclosure, such as company size, company age, and
liquidity. This is consistent with previous studies on
corporate governance and CSR reporting (Rashid &
Lodh, 2008; Oh et al., 2011; Ahmed Haji, 2013;
Barakat et al.,, 2015; Rashid, 2015; Habbash, 2016;
Ibrahim & Hanefah, 2016). According to Khan et al.
(2013), Barakat et al. (2015), and Habbash (2016),
company size is measured as the natural logarithm
of total assets. Larger companies are more in
the public eye than smaller companies. Such
companies seek to satisfy stakeholder interests by
disclosing more CSR information (Khan et al., 2013;
Barakat et al., 2015).

Companies that have been in business for
a long time may disclose more CSR reports to
maintain the trust and confidence of stakeholder
groups and the general public than new companies
(Habbash, 2016). The age of a company is measured
by the total number of years since its establishment
(Rashid & Lodh, 2008; Oh et al., 2011). Companies
with high liquidity have a fund to invest in CSR
activities and disclose more information in annual
reports to respond to stakeholder demands and
expectations (Rashid, 2015). This study measures
liquidity as the ratio of current assets to current
liabilities of a company (Rashid, 2015).

3.2.3. Model

We wuse longitudinal (panel) data to examine
the impact of corporate governance factors on
the level of CSR reporting. This study used
a multiple regression model as part of the analysis.

(2)

(Weisberg, 2005). When a significant correlation is
found between the independent variables, it indicates
a multicollinearity problem. If the VIF value is
greater than 10, it indicates a multicollinearity
problem (Gujarati, 2003). Therefore, highly correlated
variables should be removed from the analysis.
However, in this study, the highest VIF value of
the independent variables is 1.45. Thus, this result
confirms that multicollinearity is not a problem and
is consistent with the assumption of no collinearity.

Scatter plots of residuals versus predicted
value, chi-square, Breusch-Pagan and corresponding
p-values were used to test the heteroscedasticity
assumption. The heteroscedasticity assumption
means that the error term represents the variance
between the independent variable values. The results
indicate that heteroscedasticity is present in
the data. The standard error of White’s (1980) method
was used to correct for the heteroscedasticity
problem and, therefore, met the homoscedasticity
assumption.
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4. RESULTS AND DISCUSSION

4.1. Descriptive statistics

Table 3 shows descriptive statistics The level of CSR
reporting in Jordanian public companies is 39.1% on
average. This result indicates that the level of CSR
reporting has increased compared to previous
studies of Jordanian companies (Suwaidan et al.,
2004; Ismail & Ibrahim, 2008; Al-Hamadeen &
Badran, 2014; Ibrahim & Hanefah, 2016).

The findings revealed that the minimum and
maximum number of directors on the BoD ranged
from 3 to 13 members, and the average was 8.4%.
This suggests that the number of members on
the board is in the range of corporate governance

the companies do not have an audit committee on
the BoD. The presence of an audit committee among
non-financial Jordanian public listed companies is
a reasonable average of 65.8%. This average indicates
good compliance with the corporate governance
practices in these companies.

The role of CEO duality on the BoD in
Jordanian public listed companies is found with
an average of 21.1%. This average generally is low as
compared to the previous studies such as 24% in
Bangladesh (Khan et al., 2013) and 80% in Saudi
Arabia (Habbash, 2016). This finding may indicate
awareness of the Jordanian companies toward
corporate governance requirements. In general,
company size, company age, and company liquidity
are found with an average of 16.9%, 22.3%, and
3.85%, respectively.

requirements. This study finds that34.2% of
Table 3. Descriptive statistics
Variables [ N [ Mean [ Median [ Std. deviation [ Minimum [ Maximum
Independent variable
CSRRI 800 [ 0.391 [ 0.396 [ 0.177 | 0.875 | 1.000
Dependent variables
BDSIZE 800 8.430 9.000 2.245 3.000 13.000
AC 800 0.658 1.000 0.475 0.000 1.000
CEOD 800 0.211 0.000 0.408 0.000 1.000
Control variables
SIZE 800 16.970 17.000 1.298 13.000 21.000
AGE 800 22.325 18.000 14.770 1.000 64.000
LIQ 800 3.854 1.625 35.072 0.000 990.120
4.2. Correlation analysis earlier. In addition, the correlation coefficients
between the independent variables range from -0.04
Table 4 reports the correlations between t00.392. In this respect, the correlation does not
the independent variables used in the study. exceed 0.80 and is still below the level normally

The result suggests that there are no significant
problems of collinearity in the data as mentioned

deemed excessive (Gujarati, 2003).

Table 4. Correlation matrix

Variables 1 2 3 4 5 6 VIF
1 BDSIZE 1.00 1.06
2 AC 0.03 1.00 1.34
3 CEOD 0.04 -0.078* 1.00 1.11
4 SIZE 0.392** 0.06 0.02 1.00 1.45
5 AGE 0.099** 0.01 -0.090* 0.162** 1.00 1.03
6 LIQ -0.02 0.02 -0.089* -0.135%* -0.04 1.00 1.04

Note: ** Correlation is significant at the 0.01 level (2-tailed). * Correlation is significant at the 0.05 level (2-tailed).

4.3. Additional descriptive test on pre- and

post-2009 data

The study data is divided into two groups, such as
before and after the issuance of JCGC in 2009, to
assess the impact of the code practice on the level of
CSR reporting. JCGC was introduced in 2009
and required companies to report social and
environmental information in their annual reports
according to the “comply or explain” approach.

The average CSR reporting index before and
after 2009 is shown in Table 5. The CSR reporting
rate among Jordanian public-listed companies

averages 37% before 2009. This percentage improved
to 40% after 2009. The t-test of the mean differences
between before and after 2009 is also shown in
Table 5. The t-test result shows that the mean
differences of CSRRI are statistically significant. This
finding may suggest that ASE-listed companies tend
to satisfy society and stakeholder group expectations
to legitimatize their action. These companies may
have adopted CSR reporting as a legitimation
strategy to influence the external perception of their
operations and to reassure the public of their
legitimacy.

Table 5. Means differences between the before and after 2009 data

. Pre-2009 Post-2009 t-test for equality of means
Dependent variable mean mean t Mean difference | Std. error difference
CSRRI 0.370 0.400 2.299% 0.03 0.013
Observations 240 560

Note: The t-test is presented in the parentheses. ** p < 0.05.
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4.4. Model analysis

The regression coefficient of the relationship
between board independence and CSR reporting is
shown in Table 6 of Model 1. The adjusted R-squared
value shows that 31% of the variation in the level of
CSR reporting can be explained by the corporate
governance variables.

The regression coefficient indicates that
the board size is significantly positively related to
the level of CSR reporting. This suggests that
companies with a large board tend to reduce
the legitimacy gap and balance the interest of
stakeholder groups, including the public at large.
This finding is consistent with the results of
previous studies on CSR reporting and supports
the research hypothesis HI (Ahmed Haji, 2013;
Barakat et al., 2015; Majeed et al., 2015).

The presence of an audit committee on the BoD
has a significant positive effect on the level of CSR
reporting. This result indicates that Jordanian
companies are aware of the need to communicate
their legitimacy to the public. This finding is
consistent with the results of previous studies on
CSR reporting and supports the research hypothesis
H?2 (Said et al., 2009; Khan et al., 2013; Barakat et al.,
2015). CEO duality was found to be negatively
related to the level of CSR reporting with CEO

duality on the board not paying much attention to
the level of CSR reporting and stakeholder group
expectations (Said et al.,, 2009; Khan et al., 2013).
This type of directors can also easily access
information and hence are less concerned about
providing more CSR information since the perceived
threat is minimal. However, this relationship is not
significant, so hypothesis H3 is not supported.
This finding is consistent with the results of Said
et al. (2009), Khan et al. (2013), and Ahmad et al.
(2017c¢), who did not find a significant association.

Examining the control variables, the study
notes that company size, age, and company liquidity
are significantly positive with a level of CSR
reporting. In general, larger companies tend to align
the interests of stakeholder groups and disclose
more CSR information than smaller companies
(Dissanayake et al., 2019). This finding is consistent
with Oh et al. (2011), Ahmed Haji (2013), Barakat
et al. (2015), and Habbash (2016). Companies that
have been in business for a long time disclose more
CSR reporting. This type of company tends to
balance the interests of the stakeholder group and
satisfy their expectation more than less established
companies (Habbash, 2016). Companies with high
liquidity tend to satisfy stakeholder groups in
general (Rashid, 2015).

Table 6. Regression analysis

OLS Model 1 OLS Model 2 2SLS Model 3
Variables (Before controlling for industry (After controlling for industry (After controlling for industry
type) type) type)

Intercept -0.425 3 -0.479 3 -0.498 3

(-6.688)*** (-7.700)*** (-8.139)**=
Independent variables

0.011 0.012 0.011
BDSIZE (4.575)** (4.970)** (4.750)**
AC 0.066 0.064 0.051

(6.275)*** (6.019)*** (4.764)***

-0.018 -0.011 -0.016
CEOD (-1.481) (-0.923) (-1.363)
Control variables

0.034 0.040 0.043
SIZE (8.051)** (9.111)+ (9.946)*

0.004 0.003 0.003
AGE (11.677)"* (8.173)** (8.024)**
L0 0.000 0.000 0.000

(0.630) (0.688) (0.452)
Industry dummy No Yes Yes
F-statistic 61.78 67.59 64.09
Adjusted R-squared 0.313 0.368 0.356
Observations 800 800 720

Note: The t-test is presented in the parentheses. *** p < 0.001.
4.5. Robustness tests

Ahmad et al. (2017a) argue that industrial types may
have different impacts on the level of CSR reporting.
Block and Wagner (2014) also argue that CSR
reporting is an industrial-specific variable. Therefore,
the study included an industry-type dummy variable
equal to “1” for service sectors and “0” for
manufacturing sectors as a control variable.
The result reveals that there is no significant change
as shown in Table 6 of Model 2.

The results of the study are robust in the sense
that balanced panel data is used, hence there is no
unobserved heterogeneity. However, this study used
a lagged structure to test the endogeneity issue. This
was done by lagging the independent variables as
instrumental variables for one year in a two-stage
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least square (2SLS) model. The results in Table 6 of
Model 3 indicate that there is no endogenous
relationship between the level of CSR reporting and
the independent variables, hence supporting
the findings of Model 1.

4.6. Regression analysis on pre- and post-2009 data

This study has regressed the model equation again
by using pre-2009 (2006-2008) and post-2009
(2009-2015) data as shown in Table 7. The results
indicate that the effect of board size on CSR
reporting level was marginally positive before 2009,
and this relationship became significant and positive
after 2009. The effect of the audit committee on CSR
reporting level changed from significant at 5% before
2009 to significant at 1% after 2009. This finding

®

NTERPRESS

31



Reporting and Accountability Review / Volume 1, Issue 1, 2024

suggests that board members’ effectiveness, roles,
and awareness on the board have improved
CSR reporting to enhance company legitimacy
since 2009. Another possible explanation is that
these board members, by seeking to motivate and
encourage management to promote more CSR

information, effectively seek to legitimise their role
and effectiveness as board members. The results of
the study also indicate that there is no significant
change in the relationship between CEO duality and
CSR reporting, which confirms the result of Model 1.

Table 7. Regression analysis of pre- and post-2009

Variables OLS Model 4 OLS Model 5
(Pre-2009) (Post-2009)
Intercept 0261 0557
P (-2.256)** (-7.806) ***

Independent variables

0.004 0.015
BDSIZE (1.063) (5.384)"

0.041 0.080
AC (2.107)** (6.244)**

0.017 -0.021
CEOD (0.829) (-1.394)
Control variables

0.031 0.043
SIZE (3.828)** (8.283)**

0.002 0.003
AGE (3.908)*** (7.017)*%

0.003 -0.000
L (1.465) (-0.440)
Industry dummy Yes Yes
F-statistic 13.527 56.87
Adjusted R-squared 0.268 0.411
Observations 240 560

Note: The t-test is presented in the parentheses. ** p < 0.05, *** p < 0.001.

5. CONCLUSION

This study examined the impact of board size, audit
committee presence, and CEO duality on the level of
CSR reporting in Jordan. In general, large boards
may increase the board’s power to encourage
management to report on CSR to enhance the legitimacy
of the company. The presence of an audit committee
on the board influences decision-making by
monitoring and tracking the disclosure process in
companies (Khan et al., 2013). The role of CEO
duality has less attention to CSR reporting levels.
This suggests that the chairman and CEO may
consider investing in CSR activities that reduce their
personal interest (Khan et al., 2013; Liao et al.,
2016). Therefore, due to the concentration of power
of this duality, they can easily access the information
and then be less concerned about additional CSR
reporting beyond the mandatory requirements
(Ahmad et al., 2017c).

In addition, the study has captured the effect
before and after the issuance of the corporate
governance code in 2009. The study results suggest
that the level of CSR reporting has significantly
improved among Jordanian public companies since
issuing the corporate governance code in 2009. This
finding suggests that these companies may have
adopted CSR reporting as a legitimation strategy to
influence the external perception of their operations
and to reassure the public of their legitimacy.

This study makes several important contributions
to the existing literature on corporate governance
and CSR reporting in several ways:

¢ First, the results indicate that board size and
the presence of an audit committee are important
corporate governance factors that influence the level
of CSR reporting.
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e Second, this study has provided an evaluation
of the JCGC from a CSR reporting perspective.

e Third, the study findings contribute to
the literature on CSR governance and reporting in
the Middle East and developing countries by using
a legitimacy theory approach.

e Fourth, this study can be considered as one of
the few empirical studies that assessed the level of
CSR reporting before and after the issuance of
a corporate governance code in developing countries.

o Fifth, this study provides significant information
for policymakers to continue to improve corporate
governance best practices in the companies and
develop greater awareness of companies CSR
reporting biases associated with CEO duality.

Finally, establishing guidelines for a CSR
reporting framework to be disclosed in the annual
reports or other channels of reporting may help
companies legitimise their action and attract new
investors.

This study has limitations and provides
suggestions for new research on corporate
governance and CSR reporting. First, this study
examined limited factors that affect the level of CSR
reporting. Corporate governance has many elements
such as ownership structure, board independence
and board diversity that may affect the level of CSR
reporting and further studies may try to explore
this. Second, CSR data were measured in this study
based on the disclosures in the company’s annual
reports. Further studies may seek other channels of
reporting such as stand-alone reports, company
websites, or any publicly available information. Finally,
this study examined the corporate governance
factors of non-financial sectors. Further research
may explore the corporate governance factors of
financial companies that may have a different
impact on the level of CSR reporting.
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APPENDIX. CSR DISCLOSURES CHECKLIST

Community involvement reporting
Information on charitable donations for the public
Information on support for public education
Information on support for public health
Information on support for the culture
Information on sponsoring recreational activities
Information on donations to the public for making gardens
Information on support to the local population
Information on the establishment of educational institutions
Information on support for the social welfare system
Information on the establishment of the medical centre
Information on supporting or conducting educational conferences
Environmental reporting

Information on environmental controlling system

Information on the company’s policies for the environment

Information on the protection of natural resources

Information on the effluent treatment system

Information on preventing waste

Information on the water discharge of the company’s operations

Information on the air emission control of the company’s operations

Information on observation of pollution in the process of business operations

Information on solid waste disposal of the company’s operations

1SO/26000/9001,/22000/14001

Information on anti-litter campaign

Information on making the country green (e.g. planting of trees)

Information on initiatives to reduce carbon or green gas emissions

Providing environmental management services to other company’s projects

Support the public or private action designed to protect the environment

Participation in environmental institutions (e.g. industry committees)
Marketplace reporting

Information on the quality of the product
Information on the safety of the product
Information on the development of the product
Information on research plans to develop its product
Information on disclosing safety practices to consumer
Information on customer service improvement
Information on complaints and consumer satisfaction
Workplace reporting

Information on the number of employees

Information on health care for employees

Information on employee training

Information on employees’ welfare

Information on employees’ salary

Information on employee appreciation such as the pensions programme

Information on the relationship between employee management and employee satisfaction
Information on hazards in the work environment

Information on compliance with safety and health standards in the workplace

Information on the percentage or number of minorities in the workforce such as female directors
Information on employee morale

Information on sponsoring educational conferences

Information on the company’s future

Information on job opportunities

Note: Adopted from Haniffa and Cooke (2005), Mohd Ghazali (2007), Rashid and Lodh (2008), Rouf (2011), Bayoud et al. (2012),
Rashid (2015), Barakat et al. (2015), Ibrahim and Hanefah (2016), and Ahmad et al. (2017a).
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