Special Issue, 2020, ISSN 2230 - 4843

JOURNAL OF
BUSINESS ADMINISTRATION

THE CHITTAGONG UNIVERSITY

ion

L

iness Administrat
//www.cu.ac.bd/cujba/

ty of Chittagong

Chattogram - 4331, Bangladesh

Website

1VETSl1

https

Faculty of Bus
Un

Scanned with CamSc:



Determining the impact of Corporate Charact.eristics on
Reporting by the Listed Companies In Bangladesh
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Sustainability

Abstract

Purpose: The research aims to identify the r'clulinn.s'hi/.) {)ctwcen cor[?orate
characteristics and sustainability reporting in Bangladeshi listed cmm)ames.'ln
addition, the study also tries 1o notice the level of sustainability reporting
practices in the corporate seclor.

Dcsign/nwrho(lolo‘x:y/a[mroach.' The author used content analysis of the annual
report of 175 companies listed in DSE for 2018, applying word count procedure
and ordinary least square regression analysis.

Findings: The findings demonsirate that sustainability reporting in Bangladeshi listed
companies is still an uneven and large dispersion volume. Company size, financial
performance and preparation of separate sustainability report positively influence
sustainability reporting. On the other hand, the companies' nature, leverage, and
dividend distribution are not significantly affecting sustainability reporting.

Research limitations/implications: The use of content analysis method for
measurement of sustainability reporting considering quantity find data for only
one year from the company's published annual report. To gain better quality,
further research can implement the content analysis method considering
quantitative and qualitative data from the annual report and other publications.

Practical implications: The study result highlights the need to implement
sustainability reporting and identifies the corporate characteristics that influence
sustainability reporting. Furthermore, it contributes to the sustainability reporting
literature and messages to the policy planners and practising authorities.

Originality/value: This paper describes sustainability reporting in the corporate
sector of Bangladesh and shows the relationship between corporate
characteristics and sustainability reporting.

Key Words: Sustainability reporting; corporate characteristics; listed
companies; DSE; Bangladesh.
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Introduction

Social consciousness and the global environment change 51gmﬁcqntlty ?_“d g‘}/ﬁ

challenges to organisations that pay attention to more .tga_ﬂ cillrstria;li]saalliccl):l

performance to facilitate their business (Khan, 2018). Rapid in ds oty o
urbanisation, depletion of natural resources, c-hmate chanc%c? aéh 1; A r}rllran

global sustainability issues (Costa & Menichini, 2013, cited 1n ha gzder o
Iranmanesh, & Foroughi, 2019). Therefore, the industries mpst recops; o
strategies and operations so that their existence would not injure S}?Clet 3{( ar;f e
environment (Molla, Ibrahim, & Ishak, 2019). qutalnablllty 1s the s é‘ ¢ s
global system, which includes environmental, social qn.d economl.(i.su s%/sfu " ,
where the present needs are met without compromising the ability o re

generations to meet their own needs (Khan, 2015).

The international economic state is working with inflation, augmented Layy
materials and labour prices, which deteriorates the financial structure and raises
political variability (Liu & Zhuang, 2013, cited in Jaimes-Valdez & Jacobo-
Hernandez, 2016). Financial statements are not enough to fulfill the more
extensive demand of various stakeholders because the stakeholders are more
aware of non-financial issues and reporting requirements increased due to the
faster flow of information (Alam, Ahmed, & Hasan, 2018).
Financial reporting is often misused for the company’s advantage, and people
do not know the window dressing due to not reporting the financial positions
based on the company's actual conditions that impact the wrong decision-
making (Saputra, Djajadikerta, & Majidah, 2017). Sustainability has recognised
its poteptial to stand in the balanced development of three dimensions:
economic, social and envir.onrr%ental (Jaimes-Valdez & Jacobo-Hernandez,
2016). The concept of sustainability is that business activities think about the
(s:t)arl;e]:lc;llderg< in the company and the impact of stakeholders outside the
o epnsigns s‘i:n;ll:gg?ﬁ t hze?tlr?)l l’)l“hls 1d§a of sustaigability, having three
in 1994 (Bhatia & Tuli, 2017) ottom line concept coined by John Elkington
; a), where given the balanced emphasis on the

economic, social and environmental needs (Molla et al., 2019) Corporate

sustainability is a com '
prehensive approach comprisi igni
m
components: economy, society, et & Vo o

and environment (Laskar & Maji, 2016).
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Determining the Impact of Corporate Characteristics on
Sustainability Reporting by the Listed Companies in Bangladesh

Sustainability information is provided within sustainability reports, CSR
reports, and integrated reports (Esch, Schnellbacher & Wald, 2019).

Sustainability reporting (SR) has become a more relevant topic in business and
academia since the end of the 1990s (Hahn & Kuhnen, 2013) as an element of
strategic management used to imitate and communicate stakeholder discourse
(Fernandez-Feijoo, Romero, & Ruiz-Blanco, 2014). The corporations are under
burden from stakeholders to take responsibility and minimise the adverse effect
of their activities on the natural and social environments (Costa & Menichini,
2013, cited in Chang et al., 2019). Corporate sustainability has grown due to
economic growth, environmental regulation-stewardship, and a push for social
justice and equity (Christofi et al., 2012). In addition, sustainability disclosure
enhances earnings informativeness, communicating relevant information to
capital market participants (Swarnapali, 2019).

In general, corporate sustainability is a business process that creates long-term
consumer and employee value by forming a green strategy aimed toward the
natural environment and considers every dimension of a business's social,
cultural and economic environment (Nur, Akther, & Rahman, 2016). SR is
increasingly recognised as an essential factor contributing to corporate
sustainability (Lozano & Huisingh, 2011, cited in Hahn & Kuhnen, 2013).
Attempts to implement sustainable development without transparency face
severe risks; however, transparent organisations in their economic,
environmental, and social activities can empower stakeholders, promote
effective relations with other markets, and improve mvestment decisions
(Wang, 2017). Disclosure of business activities related to the environment and
society becomes vital for the community due to mistakes in judgment and
decision making when business activities are conducted ignoring society
(Saputra et al., 2017). The incorrect decision influences numerous aspects such
as the economy, environment, and society (Saputra et al., 2017). UN Agenda
2030 and the Directive n.2014/95/E.U. have encouraged a visible advancement
in sustainability disclosure, especially for more prominent companies Or groups
(Taliento, Favino, & Netti, 2019). There are different historys of sustainability
and CSR's evolution but are forceful to a common goal and vision of
harmonising economic responsibilities with social and environmental ones
(Bhatia & Tuli, 2017a). Bangladesh has suffered from severe ecological
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Dhaka ranked one of the highe,
2020).

(1

inati i c Imes,
contamination because. in recent nr}rll eyl
polluted cities in the world (Sarkar. Ahmed,

' is any relationship between 14

The study attempts to determine whether the}'e s ]a: e o e
cnrpomté characteristics and level of suslabmam Ity -;(;?»d cround. The o
. & . - a 01.-emenl. e :".l diils. e 33 __("'
companies in Bangladesh considering the il

-yw .o
100 orrvneds
viia "... Al ' -

would enrich the existing knowledge on susjamamht}:. rdizn;zir ,
and report the same in a developing economy’s co-raporav.e:-c.h'f‘;—,‘ & Ml provide
a valuable guideline to the policvmakers and practising author .I:.\ u';x implement
the susmin;bility practices as resources are limited so that the carth will become
comfortable for the future generation.

2. Review of Literature

The following literature on the relevant field at home and abroad was
in the section to find the research gap and formulate research hypotheses

2.1. Size of the Company

Several studies have found a significant positive association between the size
of the company and the extent of corporate sustainability reporting in the
corporate annual report in both developed and developing countries (Branco.
Delgado. Gomes, & Eugenio, 2014). Some of the studies found a significan
positive relationship between the size of the company and the extent o
sustainability reporting (Bhatia & Tuli, 2017a; Buallav & Al-Ajmi, 2019;
Mudiyanselage, 2018): between company size and CSR disclosure
(Giannarakis, 2014; Habbash, 2016: Majeed. Aziz. & Saleem. 2015). Some
studies recognise that there is 3 relationship between company
. .y ¢ - . ,'
sustamability/CSR disclosure (Argento. Grossi. Persson, & Vingren. 2019
Dienes, Sassen, & Fischer. 2016 D ake. Ti . 1 it it
e ot e, 2.0 10: Dissanayake, Tilt, & Qian, 2019: Oragalin &
lahmood, 2019: Rao & Tilt. 2016; Sarkar, 2021- Shamil, Shaikh. Ho. &
Krishnan, 2014). Frias-Aceituno, Rodriguez-Ar ' . 5
found that the size of a company is the . Za,.and Carcia-Sanchez (2013)
e ket == _company is the essentia] factor in the integrated
Issemination of information. Dilline 2010) foy & i
e Ry £ (2010) found that there IS no statistically
significant relationship between firm size and spyctainoper: X PR
* 4nd sustainability reporting.
From this perspective. : . i
S , & larger ¢ anv maw
, P i D. <, 4 larger Company may h"FOIh‘csiscz o )
volume of sustainability information than 4 small 0 disclose a higher
—— COmpany for various reasons.
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Determining the Impact of Corporate Characteristics on
Sustainability Reporting by the Listed Companies in Bangladesh

Several measures of size arc available (c.g., number of employces, total asset
value, sales volume, capital employed). In the study, assets value has been used
as the measure of company size. The following specific hypothesis has been
developed regarding the size of the companies:

HI: There is a significant positive association between company size and the
extent of sustainability reporting.

2.2. Company Nature

Some studies recognise a relationship between company nature and
sustainability/C.S.R. disclosure (Bhatia & Tuli, 2017a; Rao & Tilt, 2016;
Sarkar, 2021). However, Shamil et al. (2014) and Habbash (2016) found no
relationship between industry type and sustainability/C.S.R. disclosure.

Based on this background, company nature expected significant positive
influences on sustainability reporting, and the second research hypothesis was

formulated regarding company nature.

H2: There is a substantial positive association between company nature and
the extent of sustainability reporting.

2.3. Leverage

Shamil et al. (2014) identified a significant positive relationship between
sustainability disclosure and leverage, whereas some studies identified a
significant negative association between sustainability/CSR disclosure and
leverage (Branco et al., 2014; Bhatia & Tuli, 2017a; Giannarakis, 2014;
Habbash, 2016). Mudiyanselage (2018) found an insignificant relationship
between leverage and CSR. Sarkar (2021) found that sustainability reporting is

significantly related to the leverage of the company.

Several studies have found either positive, negative or no relationship between
leverage and sustainability disclosure, but a negative correlation showed in
more researchers than other types of relationship. So, the study expects a
negative correlation, and the third hypothesis has developed regarding the

leverage of the company:
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' ] levera
H3: There is a meaningful negative relationship between ge and g,
extent of sustainability reporting.

2.4. Financial performance N )
;g itive  relationshi etw
Some studies shpw a. significant fr?s'lstl;roﬁtability (ArI?gento > c;?l
sustainability/CSR disclosure and the comp : 4 s 2014). Lack ;
- L, 2014; Dilling, 2010; Giannarakis, 2014). Laskar (201g)
?(?ulngd :13 Z?gliioﬁs;st ;Jositiv,e association between sustainability reporting and ,
firm’s performance. Similarly, Tarmuji, Maelah, and Tarmuji (2016) f(?und the
influence of environmental, social and governance (ESG) practices op
economic performance. Orazalin and Mahmood (2019) found tha.t firm
profitability substantially influence the extent, nature gn.d quality .of
sustainability reporting practices. On the other hand, some IevISIons recognise
no statistically significant relationship between profitability and
sustainability/CSR disclosure (Dienes et al., 2016; Habbash, 2016; Rao & Tilt,
2016). Atan, Razali, Said, and Zainun (2016) found no association between
ESG disclosure level and financial performance. Bhatia and Tulj (2017a) found
a significant negative relationship between sustainability reporting and profit.
Sarkar (2021) identified that sustainability reporting is significantly related to
company profitability.
The empirical result concludes a contradictory conclusion, a significant positive
Or negative or no meaningful relationship between financia] performance and
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disclose more magnificent information of the company that prepare separate
sustainability report than companies that do not do it and the fifth research
hypothesis proposed as follows:

HS5: There is a meaningful positive relationship between preparing a separate
company's sustainability report and the extent of sustainability reporting.

2.6. Dividend Distribution

No study under the review process showed the relationship between the
company's dividend distribution and the extent of sustainability disclosure.
However, different studies showed the relationship between sustainability
disclosure and profitability or the company's financial performance, as shown
above. Therefore, the researcher wants to discover the relationship between the
company's dividend distribution and the extent of sustainability reporting. Thus,
the sixth research hypothesis proposed regarding the dividend distribution is as
follows:

H6: There is a substantial positive relationship between the company's dividend
distribution and the extent of sustainability reporting.

Six corporate attributes considered in the study as explanatory variables have
assessed previous studies undertaken by other researchers. The explanatory
variables include the size of the company (proxied by total assets); company
nature (proxied by either the company is manufacturing or non-manufacturing);
leverage (proxied by debt-equity ratio); financial performance (proxied by net
profit after tax); preparation of separate sustainability report (proxied by
dummy variable either prepared separate sustainability report or not); and
dividend distribution (proxied by dummy variable either the company declared
dividend or not). The above paragraphs provide a rationale for taking into
consideration the corporate trait chosen as explanatory variables.

The independent variables, their description and labels, expected signs and
relationships are presented in Table-1.
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Table -1: Independent variables -
R e T Xpecteq
:7‘:; 'S:Lﬂc Variables Description Hypotheses \Slgn\
SIZE has a
significant  positive
Company connection with the H1 N
Size levels of
sustainability
reporting.
NAT has a significant
Naturc of  positive relationship 0 N
company with  sustainability
reporting. - -
LEV has a significant
negative relationship
LEV Leverage  with the levels of H3 _
sustainability
L reporting.
FP has a significant
positive relationship

S1ZE

NAT.

Financi
FP. perfoixlllca:ie with. the. ‘levels of H4 +
sustainability
_reporting.
SSR has a significant ) - i
Separate positive relationship
SSR. sustainability with the levels of HS
report sustainability '
__Treporting,

DD has a significant

pp, Declaration of P ositive relationship

dividend with the levelg of
Sustainability 1 ’

——porting.
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Sustainability Reporting by the Listed Companies in Bangladesh

3. Methodology

The research is based on secondary data sources collected through content

analysis of the number of words of the annual report of the DSE listed
companies in Bangladesh.

3.1 Population and Sample

There were 316 companies listed in 2018 with Dhaka Stock Exchange (DSE),
Bangladesh. Based on Krejcie and Morgan table (1970 cited in KENPRO) to
determine the finite population's sample size, the study selected 175 (175

samples for population size 320) from 18 categories considering categories
based on DSE classification.

Table-2: Population and Sample

Categories Population Sample  Per cent
Bank 30 23 76.67
Financial Institutions 23 13 56.52
Insurance 47 15 31.91
Pharmaceuticals and Chemicals 31 15 48.39
Jute 3 2 66.67
Textile 55 30 54.55
Cement 7 5 71.43
Services and Real Estate 4 3 75.00
Foods & Allied 17 9 52.94
Tannery Industries 6 4 66.67
Engineering 38 19 50.00
Ceramic Sector TS 4 ___80.00
Fuel and Power 19 14 73.68
Telecommunication 2 2 100.00
IT Sector 9 3 33.33
Paper and Printing 3 2 66.67
Travel & Leisure 4 3 75.00
Miscellaneous 13 9 69.23
Total 316 175 55.38
77
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Source: DSIE Website and own calculation.
1.2 Measurement Procedure
” wurement procedures to assess the level
Gt (i actices. Akter, Akter, and Akhter (2018); Molla ¢
ol sustainability reporting practices. ‘ ”cc; i tomhs ey
" (20“))! llScl(I 'clmmi';lll :Il]i“lll'?/l'?(ll‘q'll‘(t)lliw(Z()Il’/‘); Bhatia and Tuli (2017a); Boirg
eporl chsites. Bhatia ) tla and il (20174); B
(ISI(;‘,‘;');';‘;n;vun(l Djajadikerta (2020) used 'C(){!lcll(l lu;mly:s(:;. cli:;:;\l:dqyi;;lic :it al%
(2019) used word count content analysis, l_:cr'n (20 l) u..s o] conte (2(01 7;,‘ i Od
a seven-point Likert scale. Haladu and .Sa_llm (20'7),' Io : L GO0l use
content analysis applying disclosure chcckllsl' a score of a“f’flr e hl an item
reported; otherwise, a score of 0 was assigned by browsing the sample
companics' websites whereas Sarkar (202 1) used the same procedure to collect

Larlier rescarchers usced different me:

data from annual reports.

Aktas Kayalidere, and Kargin (2013); Bhatia and Tuli (2018); Ching, Gerab,

and Toste (2013); Ching, Gerab, and Toste (2017) used a content analysis

method on the indicators of GRI; Alam et al. (2018) measured the level of SR
practices as per GRI. G-3/3.1 reviewing annual reports and results shown as full
disclosure, partial disclosure and no discourse. Laskar and Maji (2018) used
content analysis based on GRI 3 and 3.1 frameworks to measure the disclosure
score of corporate sustainability performance (CSP). Akater and Dey (2017)
used content analysis techniques to analyse sustainability disclosures in the
annual report and website based on GRI G4 guidelines. Laskar (2018) used
content analysis (binary —0 and I) to calculate the disclosure score of
sustainability performance based on the GRI format,

Argento ctal. (2019) used content analysis to develop a sustainability disclosure

index. Atan et al. (2016) used content analysis of the annual report and stand-
alone report to establish a modified index.

i(f)?g:g?;ﬁanalysis Is a Widely used social science research tool for extracting
ONIn anumeric form from the published report (Laskar & Maji, 2016).

Szekely and Brocke (2017 .
inability(dls ) used semi-automateq text-mining techniques t0

Compact framework f, C_IOSL.”C’ Whereas Nuretal. (201 6) used the UN Global
or sustamability reporting, Tsmail and T atiff (2019) used
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Thomson Reuters ESG Scores of publicly listed companies, sourced from
Thomson Reuters Eikon™ Datastream.

The study used content analysis of the annual report 2018 to measure the
number of words regarding sustainability reporting because the annual report is
a legal requirement for listed companies that are regularly produced (Tilt, 2001,
cited in Akbas, 2014).

3.3. Data Analysis Techniques

The research used descriptive statistics to measure the level of sustainability
reporting in the corporate sector in Bangladesh. The ordinary least square
(OLS) regression model investigates the relationships between corporate
characteristics and sustainability reporting practices. It should be mentioned
here that log words, log assets, and log net profit after tax are used to make the
data set normal in the regression analysis.

3.4. Independent and Dependent Variables

The sustainability reporting score (SRS) has been calculated as the dependent
variable for each company studied, and the number of words on sustainability
issues is considered SRS. In addition, independent variables are taken through
the review of the literature. The association of independent with dependent
variables showed in the figure-1.

Figure-1: Independent and Dependent Variable

Company Size

Nature of Company

= ) - Sustainabilit‘J
Leverage .

y Reporting

Financial Performance

Separate Sustainability
Report

Declaration of dividend
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Source: Self Constructed.

3.5. Multiple Regression Models | d y
he y problem ag
Multiple linear regression models were developed for the study p a8

follows- | .
SRSi= o+ BISIZEi+B2NATi+ B3LEVi+ B4FPi+ﬁssSRn+ BsDDite

Where, . . - ,
SRS= the extent of sustainability reporting of.the company 1 in 2101}08 (lr(zla}) ll;)];D
number of words related to the sustainability issues in the annual report of the

company)

= intercept
SIZE: the }s)ize of the company i (total log assets at thf{ end of the year 2018)
NAT: nature of the company i (either the company is manufacturing or non-
manufacturing) .
LEV: leverage ratio of the company i (ratio of the total debt to equity at the end
of the year 2018)
FP: financial performance i (log net profit after tax in the year 2018)
SSR: preparation of separate sustainability report of the company i (dummy
variable) in 2018
DD: declaration of dividend of the company i (dummy variable) in 2018
&= the error term

4. Results and Discussion

ﬁrs.t part presents descriptive statistics of the independent and dependent
variables in the table with brief descriptions. In the g

The section result of the study presented and discussed dividing three parts. The

Scanned with CamsSce
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variables, preparation of separate sustainability report and declaration of
dividend presented in panel B, company nature and company category are
shown in panel C, and number of words disclosed in a frequency table is shown
in panel D.

The mean value of the study's dependent variable, the sustainability reporting
score (SRS), is 1505.86 with a significant deviation (SD 2023.29, minima 52
and maxima 11937). The result indicates a wide range in the volume of
sustainability disclosures of sample companies in their annual reports.
Regarding the independent variables, table-3 shows that the mean value of size,
measured by total assets at the end of the year 2018, is 54451.78 million Taka,
implying that the sample consists of relatively larger companies. Furthermore,
companies in the sample have average leverage (debt to equity ratio) of 1.94
and average profit 492.66 Million Taka. Panel B shows that most (82.3 per cent)
of the sample companies do not publish a separate sustainability report, and
most (89.1 per cent) of the companies distribute dividends. Panel C evidence
that the sample includes more manufacturing (56 per cent) companies than non-
manufacturing (44 per cent) companies. Mean disclosure of non-manufacturing
companies (2316.23) is greater than manufacturing companies (869.14). Bank
disclosed highest (mean 3842.65) volume of words followed by financial
institutions (mean 3629.23) whereas IT sector disclosed lowest (mean 197.33)
volume of words on sustainability reporting. Most of the companies (80 per
cent) disclosed 0 — 2000 words in the annual reports of that companies. About
one-tenth (9.70 per cent) companies disclosed 2000 — 4000 words, only 3 (1.70
per cent) companies disclosed 10000 — 12000 words under the study.

Table-3: Descriptive Statistics
Panel A — Dependent and Independent Variables

Variable Obs. Mean Std. Dev. Min. Max. ~ Skew. Kurt.
SRS 175 1505.86 202329 52 11937 282 9.19
(Number of

Words)

SIZE (Total 175 54451.78 119462.55 70.62 997429.6 3.98 2295
Assets in

Million
Taka)
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] .68 .6
[EV (Debt- 175 1.94 3 7 : 7 7
Matlo) i i 130036 - 10562.86 3.21 275
P Net 173 492.60 6071.0
profit after
tax in
Million
Taka) Y bl - = S
1 B— Dummy Variables : = — —
Pane Preparation of separate Declaration of dividenq
sustainability report _ _
~ Frequency Per cent Frequency Per cent
Yes 3 1717 S 89.1
No 144 - 823 19 10.9
Total 175 100 175 U
Panel C — Categorical Variables (Company Nature)
Total Average : Ranking
Company  number of number of Number of Percentof (based
Nature words words Companies Companies on
disclosed  disclosed average)
Manufacturing 85,176 869.14 98 56 2
Non- 178350 2316.23 77 44 1
manufacturing B B
Total 263526 150586 175 100.0
Source: Analysis of data. T
Company Category
 Company Category ~Lot2l numberof  Average ll;lmber Ranking
| words disclosed  of words disclosed ~ (°25¢d 01
Bank - > - : average)
e~ : 88,381  3842.65 1
ncia 47,180 - )
Institutions 262920 2
Insurance 6778 - - f
Pharmaceuticals and 8.065 : 451.87 15
Chemicals 537.67 12
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Jute 1,147 1573.50 11
Textile 37,901 1263.37 7
Cement 10,197 2039.4 4
Services and Real 702 234 17
Estate ) ~ B
Foods & Allied T 4,632 514.67 13
Tannery Industries 6,197 1549.26 6
Engineering 9,370 493.16 14
Ceramic Sector _ 3,479 869.75 8
Fuel and Power 28,867 2061.93 3
;Felecomfn:unicatioﬁ B 3,721 1860.5 5
IT Sector ) 592 197.33 18
Paper and Printing 1,490 745.00 9
“Travel & Leisure 1,869 - 623.00 10
“Miscellaneous ] 2,958 328.67 16
Total 263526' 1505.86 :
Source: Analysis of data. ; 7
Panel D — Number of Words Disclosed
Number of e b ot % of d.iscTosing T Sty
}vords Companies R & Lojtotay Statistics
disclosed ) - number of companies
0-2000 140 ’
2000 17 9.7
4000 4 :
4000 — 10 57
6000 B Sk Maximum: 11937
6000 — i v 2.9 Minimum: 52
8000 A Average: 1505.86
8000 —10 0 S.D.=2023.29
000 7 . |
10000 — 3 . 1.7
12000
Total 175 100

Source: Analysis of data.
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4.2. Correlation Matrix

ations matrix between the dependent ang

independent variables. The correlations analysis result‘m(;ilsc;;e; that the hlghfzst

correlation coefficient between independgnt variables ZISGI be;);‘ 1Cgogrrllpany Size

(log assets) and leverage (debt-equity ratio). F arrar an o aut ¥ )suggest

that the correlation between independent varlables( iflkobu I;(()) lzc;nga:rd arm{;lul
1 1 1 0.9 aS: . & on t e

until the correlation coefficients reach 0.8 or 0as, \

suggestion, there is no unacceptable level of multicollinearity between the

Table-4 presents the Pearson correl

independent variables.

Table-4: Pearson Correlation Matrix
Variables SRS SIZE NAT LEV FP SSR D_D__

SRS 1

SIZE 621% 1
NAT 306 484 1

LEV 318 S521%% 391 1 i

FP 400* 417 145 017 1

SSR  .532* 503 375 311 247 1

DD 112 159 164 075 233 150 1

*Correlation s significant at the 0.05 level (2-tailed)
** highest correlation coefficient between independent variables

Source: Analysis of data.

The correlation analysis indicates that the extent of sustainability reporting is,
as expected, positively correlated to company size, financial performance, and
preparation of separate sustainability reports at the 5 per cent significance level.
However, the other three independent variables, company nature, leverage and

dividen(.i dis.tr.ibution, have no statistically significant correlation to the extent
of sustainability disclosure, contrary to the expectations

4.3 Regression Results

In table-5 the estimated value for compan
with p-value .000, the estimated valye for C
value is -.467 with p-value 641, the estj

t-value is .354 with p-value .724,
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and its t-value is 2.558 with p-value .011, the estimated value for separate
sustainability report is .363 and its t-value is 4.398 with p-value .000, the
estimated value for declaration of dividend is -.055 and its t-value is -.570 with
p-value .569. Statistical results indicate that the company size, preparation of
separate sustainability reports, and financial performance have a significant
positive relationship with sustainability reporting at a 5 per cent level of
significance. However, the company's nature, dividend distribution and
leverage have no statistically significant relationship with sustainability
reporting. The variance inflation factor (VIF) values for all six independent
variables are less than three, indicating a lack of multicollinearity in the data.
Result of the correlation matrix testimony that there is no variable with a higher
correlation in the data set. The Durban Watson test statistics value is 1.045, n
the normal range of 1.0 to 2.5. Field (2009) suggests that values under one or
more than 3 are a definite cause for concern. So, the result indicates that there
is no autocorrelation. Histogram (Figure-2) indicates that the data set is
normally distributed. The R? value for this model is 0.473, and the Adj R? value
is 0.454, which implies that the predictor variables can explain about 47.3 per
cent of total variation by R? and about 45.4 per cent of total variation by AdjR?.

Table-5: Result of OLS regression analysis testing the relationship between the
extent of sustainability reporting and company characteristics

Regression P. Collinearity Statistics
Model Coefficients !
) B VA Tolerance VIF
Intercept ’ 1.844  10.829  .000
Company Size (log 229 4.923 .000 459 2179
assets)
Company Nature -.030 -467 641 711 1.407
Leverage .003 354 724 .658 1.520
Profitability (log net 089 2.558  .011 739 1354
profit after tax)
Separate Sustainability 363 4398  .000 718 1.393
Report
Dividend Declared -.055 -570 569 925 1.081
R-Squire 473
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Adjusted R-Squire 4:;1
Durbin-Watson 1.0 q
F-statistic 24.678

.000

p-value of F-statistic .
a. Dependent Variable: log number of words
Source: Regression coefficient of data.

Figure-2: Histogram.
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Source: Analysis of data.
3. Conclusion

The study investigated the relationship between sustainability reporting and
corporate characteristics using secondary data sources collected through
content analysis of the annual report 2018 of 175 companies listed in DSE,

Panel A in. table-3 indicates that the mean disclosure of sustainability
Information is 1505.86 with 4 high deviation (standard deviation 2023.29 and
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range 11885). The mean size in terms of assets value of the selected companies
is 54451.78 million Taka, leverage ratio 1.94 and financial performance in

terms of profit after tax 492.66 million Taka.

Panel B in table-3 also testimony that only about 17.7 per cent of companies

prepared separate sustainability reports, and 89.1 per cent of companies are
declared dividends.

Panel C in table-3 suggests that the data set includes more manufacturing
companies (56 per cent) than non-manufacturing (44 per cent).

The correlation matrix indicates no unacceptable level of multicollinearity in
the independent variables because the highest correlation coefficient between
independent variables is 0.521 between company size and leverage ratio.

Table- 6: Summary of Results

Independent
Variables

Results

Policy Implications

Company Size :

Significantly positively
related

i sustainability information in the

The government should offer tax
rebates for a specific period to |
the small companies that will
disclose a desired level of

annual report.

Nature of | No significant | Some sustainability information

Company relationship should make mandatory for |
| manufacturing concerns like
banking and financial

B institutions.
Leverage No significant | Need further study.
relationship : i}
Financial | Significantly positively | Should offer reduced tax rates
Performance related for the companies that will ]

| annual report.

disclose minimum prescribed
sustainability information in the
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itively [ Government — and rgg i
Significantly positively | Gic £ alory,

| .\.L‘lnll":llc - ‘ authorities should imp(mc

Sustainability related mandatory Separat.

Report sustainability reports o loan
[acilities.

Declaration of | No -,|gm ficant | Need further study.
Dividend [ relationship ]
Source: Table-S
The regression result indicates that three out ofSiX '1YP0th?Se§ arce SUPPO{'tffd.
The m;lpiric:nl result means that company sizc has a significant Posmv'e
relationship with the extent of sustainability reporting, as expected (hypotheg;s
[). which suggests that large companies disclose a hlgh.er Volume of
snlxs!:linnbilily information than small ones. The result is COHSlstenF vs./]th the
previous research result of Bhatia and Tuli, 2017a; Buallay and Al-Ajmi, 2019:
Giannarakis, 2014; Habbash, 2016; Majeed et al., 2015; Mudiyanselage, 2018.
Government should offer tax rebates for a specific period to Comparatively
small-sized companies that wil] disclose a minimum quantity of sustainability
information in the annual report as prescribed by the regulatory authority vis-3-
vis the government. Similarly, the company's financial performance
(hypothesis 4) provides supportive evidence that there is a significant positive
relationship between the financial performance of the company and the extent
of sustainability reporting. The result indicates that more profitable companies
disclose a high volume of sustainability information_ The study result is
consistent with the previous work of Argento et al,, 2019; Branco et al., 2014;
Dilling, 2010; Giannarakis, 2014, Laskar (2018): Orazalin and Mahmood
(2019); Tarmuji et aI. (2016) found that fipy profitability substantially
influences the extent, nature and quality of sustainability-reporting practices.
Ther.efore, the government should offer Jower tax rates to the companies for a
specified period that wi]| disclose a leve| of Sustainability information in their
annual report. Thc'result offers supportive evidence fo; hypothesis 5 that there

f the ¢ paring a separate sustainability
;oport of the company ang (e extent of Sustainability reporting. The result

comp a high volume of information that prepare
Separate sustainability ICports in the Company's annyaq] Ieport. There is no study
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under the review regarding the variable. A separate sustainability report should
be mandatory in the annual report as a basic requirement for applying for a loan.

The result of the OLS regression analysis does not provide statistical support
for the remaining three hypotheses, relating to variables company nature
(hypothesis 2), leverage (hypothesis 3) and distribution of dividend (hypothesis
6). The coefficient for company nature is negative, whereas leverage and
dividend distribution are positive but not statistically significant. The result
shows no statistically significant relationship between the nature of the
company and the extent of sustainability reporting, contrary to the expectation.
The work is consistent only with Shamil et al. (2014); Habbash (2016) found
no relationship between industry type and sustainability/C.S.R. disclosure.
Though there is no statistically significant relationship between the variables,
descriptive statistics show that non-manufacturing companies disclosed more
than manufacturing companies. Non-manufacturing companies include banks
and financial institutions with compliance guidelines like green banking as
mandatory. So, manufacturing companies should have some compulsory
compliance guidelines like waste management, work environment, etc. The
result shows no statistically significant relationship between the leverage of the
company and the extent of sustainability reporting, contrary to the expectation.
The work is consistent only with Mudiyanselage (2018) finding an insignificant
relationship between leverage and CSR. Similarly, the coefficient for the
dividend distribution (hypothesis 6) is also positive but not statistically
significant. The company nature also showed a statistically insignificant
relationship with sustainability reporting. The result is consistent with the work
of Habbash (2016); Shamil et al. (2014), who found no association between

industry type and sustainability/C.S.R. disclosure.

Mentionable limitations of the study are that the study covers only one year,
only considered annual reports of companies as the source of data on
sustainability reporting, only regarded quantitative data without considering the
quality of exposure. Future research would overcome the limitations using
longitudinal data. In addition, the quality of reporting with the volume of the
disclosure includes data from both an annual report and other publications.
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