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ABSTRACT

This paper aims to measure the extent of corpasatgal responsibility (CSR) and its
determinates by non-financial companies listed dou Ahabi Securities Exchange. The
study employs content analysis of the annual regortmeasure the extent of CSR disclosure
in Abu Dhabi Companies. In addition, the study ddomultiple regression analysis to
identify factors influencing the extent of corp@asocial responsibility disclosure. The
findings reveal that the level of CSR disclosurecbynpanies listed on Abu Dhabi Securities
Exchange is low with an average of 34 %, indicatingt such disclosure is still not of a
primary concern to these companies. The results sigjgest that the extent of CSR
disclosure is influenced by corporate size, induatrd profitability. The paper is limited by
the subjectivity of content analysis as well asaihsiders CSR disclosure for only one year.
This study has public policy implications for thectsion makers in the UAE as well as a
number of other Arab and Middle East countries.sThaper adds to the limited CSR
literature in Arab and Middle East countries in geh and the United Arab Emirates in
particular. This paper not only examines the extamd determinants of corporate social
disclosure but also attempts to theorize such alsice.
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INTRODUCTION

Many attempts have been made in the literaturentterstand, explain and justify
corporate social disclosure. Owen (2005) indicateat identifying the motivation for
companies' disclosure of social information israpartant research tradition in the corporate
social reporting literature. Many theories and apphes have been used in previous
research, both in developed and emerging econonaeslentify factors that motivate
companies to release voluntary, including ao@nd environmental, information in their
annual reports. The most widely used theories gea@y, political economy, stakeholder and
legitimacy theories. Although a considerable pairtliterature has been undertaken in the
emerging economies context during the first decaf this century, emerging economies
are still required special attention (Hopper akt 2009) and an important future research is
still urgently needed (Belal and Momin, 2009). Roeg research investigated the influence
of different companies’ characteristics on corperabcial reporting. The objective of this
study is to examine the underlying determinants thay influence the extent of corporate
social responsibility (CSR) disclosure by companlessed on Abu Dhabi Securities
Exchange. Abu Dhabi Securities Exchange is ond@fypbungest exchanges in the region.
The number of companies listed on the exchangeneehat the end of 2011 69 companies
covering several industries including banking, nasge, investment and financial services,
manufacturing, services, consumer staples, reategstnergy and telecommunications. At
the end of 2012, the market capitalization of therkaet was around US $72 billibithe

! Taken from a report prepared Bgpital Acquisitions and Management Corporati@ANCO) research that
analyzes the performance of Abu Dhabi SecuritieshBrge during January 2012
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exchange is becoming one of the major and fast iggpwxchanges in the region. Hence,
studying the extent of CSR disclosure of the corgslisted on this exchange is expected to
add a new dimension to the literature. The outcombe study is expected to assist policy
makers in the UAE in identifying the limitationsdaehortcomings of the current approach to
corporate disclosure of the companies listed on AMhwabi Securities Exchange. The
outcome of the study is also expected to assigbocate managers in identifying the
importance of this type of disclosure to investargl other pressure groups. Finally, the
outcomes of the study may have implications foeot#tmerging economies particularly the
GCC countries since they have similarities in tiseicio-cultural environment and share the
same religion, language, culture, legal environmémnhs' ownership structure and political
and economic systems.

The remainder of this paper is organized as folloWse next section provides an
overview of the framework of corporate reportingteyn in the UAE. Previous literature
concerning the extent and determinants of CSR alisck together with development of
research hypotheses are offered in the sectioe.thvéile the findings are discussed in the
fourth section, the conclusion is presented indkesection.

THE FRAMEWORK OF CORPORATE REPORTING SYSTEM IN THE UAE

Financial reporting practices in the UAE are goeerrby several major bodies
including government through company law and thetre¢ bank, Emirates Securities and
Commodities Market Authority (ESCMA) registration’squirements, and the Governance
Rules and Corporate Discipline Standards (Rules)AE Company Law states that
accounting principles and practices should beniea With the Generally Accepted Accounting
Principles (GAAP). However, the law does not defitheese principles (International
Monetary Fund, 2007) or provide a list of speciiccounting standards which could be
regarded as acceptable. On the other hand, theaC8aink has published Circular No 20/99
in 1999 requiring the banks, finance companies, iamestment companies operating in the
country to prepare their financial statements icoadance with International Financial
Reporting Standards (IFRSs) with effect from Japugr1999. The adoption of the IFRSs
was necessary to the banks and other financiatutishs operating in the UAE in order to
make their reporting practices more understandaplé acceptable world-wide and to
enhance their relative position (UAECB, 1999), begain mind that many countries all over
the world adopt these standards. An additional oetegulations that governs financial
reporting practices in the UAE is 2000 Federal Wdwv 4 concerning the Emirates Securities
and Commodities Authority "ESCA Law". The law istrexplicit about adopting IFRSs
especially for companies listed on Abu Dhabi Seé@siExchange. Finally, the Ministry of
Economy Ministerial Resolution No. 518 of 2009 atkbe boards of directors of all
companies to adopt corporate governance rules whathhde, amongst others, developing a
CSR policy towards the local society. This MiniggeiResolution concerning Governance
Rules and Corporate Discipline Standards (Rulesare effective on 30 April 2010.

Although Company Law in the UAE does not explicithandate the IFRSs, most of
the companies operating in Abu Dhabi adopt thems Teality has been emphasized by
Aljifri and Khasharmeh (2006). Rapid growth thae tdAE economy has witnessed in the
last few years, through international trade andrfoe, put pressure on the UAE authorities to
adopt westernized forms of accountability and feiahreporting (Haswell and McKinnon,
2003). Thus, the adoption of IFRSs became a véelof in the UAE’s efforts to attract
foreign (Irvine and Lucas, 2006) and to measurepaomes' performance using comparable
accounting standards. Moreover, Irvine and Luc@9§2 argued that the multiple culture of
UAE, and its commitment to globalization, have cifmited to the relative ease with which
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the decision to adopt IFRSs has been made. Howtheze will be significant difficulties in
implementing IFRSs due to the unique culture afidiétructure of UAE.

PREVIOUS RELATED STUDIES AND HYPOTHESES DEVELOPMENT

Research in the area of social and environmensalaiure started late during 1970s.
The earliest research was undertaken in a developaatry by Ernst and Ernst (1978) who
conducted a series of surveys to measure the eafecdrporate social disclosure in the
annual reports of US Fortune 500 companies. Irmetingh and Ahuja (1983) was the first
to conduct a study on corporate social reportingnnemerging economy- India. Although
the research concerning corporate social esticovered both developed and emerging
economies have significantly increased over the tavo decades, only very few of this type
of research has been conducted in the Arab anddIdidast countries (Abu-Baker and
Naser, 2000; Ahmad and Gao, 2005; Hanafi &y, 2005; Mikdashi and Leal,
2005; Naser et al., 2006; Pratten and Magt@9)>.

The main feature of most of the previous researcthe determinants of the extent of
corporate social reporting is to use a number gha@te attributes. In this study, seven firm
characteristics have been used to determine thel kv corporate social responsibility
disclosure by companies listed on Abu Dhabi SeegriExchange: profitability, level of
leverage, industry type, status of the audit fitine, location of the company’s head office, the
proportion of company’s shares owned by the governirand size.

Profitability

Profitability is one of the factors that has bemgtiently employed in the literature to
explain the extent of corporate disclosure. Comizapsofitability gives indication about the
effectiveness of corporate management. It is vékglyl to see a profitable companies
providing detailed information in order to attrabtie users to their accounts in order to
highlight management effectiveness. Profitable camgs have positive messages to signal
to the users of the accounts. It is, therefore,ewstdndable for profitable companies to
disclose more information than non-profitable compa. However, it is possible to see some
companies sustaining losses and still disclosirgilée information in order to explain what
went wrong and how they intend to correct it. Nuowsrstudies used profitability to explain
variations in the extent of corporate reportinge(f& example: Singhvi, 1968; Singhvi and
Desai, 1971; McNally et al, 1982; Malone et al, 39%/allace et al, 1994; Meek et al, 1995;
Raffournier, 1995; Wallace and Naser, 1995; Inchali897; Owusu-Ansah, 1998; Tower et
al, 1999; Naser et al, 2002; Camfferman and Co28@2; Glaum and Street, 2003; Prencipe,
2004; Akhtaruddin, 2005; Al-Shammari, 2008; BaraR006, Hossain and Hammami, 2009;
Othman et al., 2009; Aly et al., 2010; Ali, 2011aléni et al., 2011; Rehman, 2012; Javed,
2012). Different variables were used to proxy padfility such return on equity, return on
assets, net income to sales, earnings to salesgtimgeprofit to total asset, profit margin and
return on capital employed. Most of the previousdss reported positive and significant
association between the extent of corporate saesponsibility reporting and corporate
profitability. It is, therefore, hypothesized:

2 Example of studies undertaken in developed countrie Gray et al., 1995; Burritt and Welsh, 1997; Mame
and Llena, 2000; Tilt, 2001; O Dwyer, 2003; Sec@@06; Gibson and O'Donovan, 2007; Sweeney7;200
Holder-Webb et al., 200Example of studies covered emerging countriekynn, 1992; Savage, 1994, Batra,
1996; Hegde et al. , 1997; Belal, 1997, 2000, 20@ivson and Deegan, 2002; Visser, 2002; Ablduhid,
2004; Thompson and Zakaria, 2004; Haniffa and k€pd005; Achda, 2006; De Villiers and van $tad
2006; Hossain et al., 2006; Ratanajongkol et2@l06; Dawkins and Ngunjiri, 2008; Rashid ahddh,
2008; Garvin et al., 2009.
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e Hypothesis 1. The extent of corporate social resjwmility reporting of companies
listed on Abu Dhabi Securities Exchange is podyivassociated with corporate
profitability

Level of Leverage

Leverage is another factor used in the literatargive explanation for the extent of
corporate reporting (see for example: Chow and \ABorgn, 1987; Malone et al., 1993;
Wallace et al, 1994; Meek et al, 1995; Raffourn395; Inchausti, 1997; Tower et al ,
1999; Depoers, 2000; Bujaki and McConomy, 2002am@erman and Cooke, 2002;
Ferguson, et al. 2002; Naser et al., 2002; Pren@p04; Al-Shammari, 2008; Barako,
2007; Aly et al., 2010; Naser, Nuseibeh, & Al-Hadeg2013). A highly leveraged company
will be asked by lenders to disclose more detaitdédrmation than a company with a low
leverage ratio. Lenders ask for detailed informati@fore grating loans. In addition, banks
and other lending organizations are more likelyetad successful and reputable companies.
Hence, highly leveraged companies are very likelgisclose more information than others
in order to meet the banks and other lending omgaioins expectations. Different variables
were used in the literature to surrogate leverag ss total liabilities to total assets, total
liabilities to total equity, long-term liabilities equity, capital employed to total assets and
total liabilities to total equity. The vast majgribf these studies showed positive and
significant relationship between the extent of cogbe social responsibility reporting and
corporate leverage level. It is, therefore, hypsited that:

e Hypothesis 2: The extent of corporate social resjwmility reporting of companies
listed on Abu Dhabi Securities Exchange is podyivassociated with corporate
leverage level

Industry Type

Industry is another variable employed in the litera to explain the extent of
corporate reporting (see for example: McNally et 41982; Cooke, 1989; Cooke, 1992;
Meek et al, 1995; Raffournier, 1995; Inchausfi97, Owusu-Ansah, 1998; Tower et al,
1999; Haniffa and Cooke, 2002; Camfferman and Cp2R62; Ferguson et al., 2002; Naser
et al, 2002; Glaum and Steet, 2003; Akhtaruddi®52@\-Shammari, 2005; Barako, 2007;
Hossain and Hammami, 2009; Othman et al., 2009;eAl3l., 2010; Ali, 2011; Galani et al.,
2011). Companies operating in different industesbark on different activities. Hence,
manufacturing companies involved in more activitidgan services companies. They
purchase various types of materials that need tbhabpelled and stored before being used in
production. They also have work in progress anisliied goods to handle and to store before
being dispatched to the final users. Manufactudompanies are also capital intensive and
requires large capital investment that force thentobk for external sources of funding.
Manufacturing companies are generally large in sind embark on various operations.
According to the legitimacy theory, manufacturirgrpanies are expected to disclose more
social information concerning environmental andltheand safety issues than companies
belong to other sectors in order to avoid publiespure and additional regulations (Hackston
and Milne, 1996; Tagesson et al., 2009). Hence,strg type is expected to influence the
extent of corporate reporting. Empirical evidengpports the relationship between the extent
of corporate reporting and industry type. Positivelationship reported between
manufacturing companies and the extent of corpoegerting has been documented in many
previous studies. It is, therefore, hypothesized: th

e Hypothesis 3: The extent of corporate social resjwility reporting of companies
listed on Abu Dhabi Securities Exchange is assediatith industry type
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Status of the Audit Firm

The relationship between the extent of corporgpenterg and the status of the audit
firm has been investigated in many studies (seeekample: Signhvi and Desai, 1971 ;
McNally et al., 1982 ; Malone et al, 1993 ; Wallaateal, 1994; Raffournier, 1995; Wallace
and Naser, 1995; Inchausti, 1997; Owusu-Ansah, ;188@8er et al, 2002; Camfferman and
Cooke, 2002; Glaum and Street, 2003; Ali et al,£208-Shammari, 2008; Barako, 2007;
Aly et al., 2010). Big international firms posséstensive knowledge of the IFRSs and they
audit large international companies. They, theesfaharge higher audit fees than other
firms. Hence, it is very likely for large and prafbole companies to hire big international
audit firms since they afford paying their feedehsive knowledge of IFRSs and experience
with multinational companies of the big audit firnsgaff would have a positive effect on the
extent of reporting of companies audited by thasest It is, therefore, hypothesized that:

e Hypothesis 4: The extent of corporate social resjmility reporting of companies
listed on Abu Dhabi Securities Exchange is assediaiith the status of the audit firm
employed by the company

Location of the Listed Company’s Head Office

Previous studies pointed to possible associatiotwdsn accounting system
development and economic level development (Coala Wallace, 1990; Doupnik and
Salter, 1995; Salter, 1998; Williams, 1999). Inastlvords, highly developed countries are
more likely to have a highly developed accountipsteam than the less developed countries.
This will be reflected on the extent of corporagparting. Companies listed on Abu Dhabi
Securities Exchange are located in seven Emitafé®e level of economic development
varies among these Emirates. It is argued that eomap located in urban areas would be
usually more visible (Loughran and Schultz, 20d%nt companies located in rural areas
since these areas tend to have many institutiomatstors, brokers, bankers, financial
analysts, and lobby groups. In this study, thengiteis made to test whether the economic
development level used in cross-national studies e used to explain differences in the
extent of corporate social reporting practicesnnrdra-country basis. In the UAE, the two
most developed emirates, namely Abu Dhabi and Duabght also be considered as urban
areas since more than 75 percent of the total ptipal of the country are living there with
the highest living standards as compared with teerofive Emirates. Accordingly, it is
expected that the companies located in Abu DhathiCdmabi to be more visible to the public
and, hence, tend to disclose more social informatitan companies located in other
Emirates. It is, therefore, hypothesized that:

e Hypothesis 5: The extent of corporate social resjiity reporting of companies
listed on Abu Dhabi Securities Exchange is assediatith the location of the head
office of the listed company

Ownership Structure

Previous research on the determinants of the ewrferdrporate disclosure pointed to
possible relation with government ownership in ttencerned company. Many of the
companies listed on Abu Dhabi Securities Exchanggeworiginally incorporated as
government companies and then privatized to aetitrad role of the private sector in shaping
the country’'s economy. Management of these companggy opt to disclose detailed social
responsibility information in order to attract irstments and to signal that they are operating
in line with society's expectations. Hence, legitimg their existence and activities and
promoting transparency. Government ownership céectabgency conflict between agents

% Abu Dhabi, Ajman, Dubai, Fujairah, Sharjah, Ra&haimah and Umm al-Qaiwain
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(managers) and principals (shareholders). Accordmndng and Mak (2003), due to the
conflict between corporate financial objectives asakciety’s expectations, companies’
communication with shareholders becomes greatdr gavernment ownership. In a country
like the UAE where labor unions are not existednpanies with high proportion of shares
held by the government are expected to offer welfaaining programs and pension plans to
enhance the working conditions of their employeldaser et al., 2006). Moreover, such
companies are more likely to observe environmasgales in its annual reports to reflect its
role in society and to present itself as a goodmpta for other firms in the country.
Empirical evidence on the direction of the relasioip between the extents of corporate
social responsibly disclosure and government ovimerss mixed. While Eng and Mak
(2003) and Ghazali (2007) found government ownershibe important factor that impacts
the extent of CSR disclosure in a sample of Singggoand Malaysian companies, Ghazali
and Weetman (2006) and Naser et al. (2006) revehbldgovernment ownership has little
impact on the extent of CSR disclosure by a samipMalaysian and Qatari companies. It is,
therefore, hypothesized that:
e Hypothesis 6: The extent of corporate social resjaity reporting of companies
listed on Abu Dhabi Securities Exchange is assediatith the proportion company’s
shares owned by the government

Corporate Size
A significant number of studies examined the reladhip between the extent of

corporate reporting and corporate size. Large compaare expected to have financial and
human resources to compile, analyze and discldsemation more than small companies.
Since they have the resources, they are expectedetdig international audit firms that are
likely to force better disclosure than small aduolins. Large companies are also subjected to
the scrutiny of the public. To assure the pubheyttend to disclose more information than
small companies. Needless to say, large compareasare likely to be involved in activities
that require disclosure more than small comparfesthermore, large companies will be
closely monitored by the stock markets more thaallscompanies. Large companies tend to
disclose more voluntary information to reduce agesusts resulting from potential conflicts
between management and the stakeholders (Othnadn 2009) as well as to reduce political
costs as they are usually more publicly visiblentemall companies (Archel, 2003; Cormier
and Magnan, 2003). Different measures, howevere wemnployed in the literature to proxy
size. Yet, a significant number of the previousiss used total assets to proxy size (see for
example: Singhvi,1968; Singhvi and Desai,1971; MbNet al., 1982; Cooke, 1993; Malone
et al.,, 1993; Wallace et al., 1994; Wallace and ela995; Inchausti,1997; Owusu-
Ansah,1998; Tower et al., 1999; Bujaki and McConpn2p02; Naser et al, 2002;
Camfferman and Cooke, 2002; Ferguson et al., 280t al, 2004; Barako, 2006, Othman
et al., 2009; Hossain and Hammami, 2009; Aly e2@10; Ali, 2011; Galani et al., 2011).
Few number of studies used total sales to proxparate size (see for example: Cooke,
1993; Wallace et al., 1994; Meek et al, 1995; Rafiger, 1995; Inchausti, 1997; Depoers,
2000; Naser et al., 2002; Prencipe, 2004, Rouf,1OMost of these studies reported
significant and positive association between therexof disclosure and corporate size. It is,
therefore, hypothesized that:

e Hypothesis 7: The extent of corporate social resjaity reporting of companies

listed on Abu Dhabi Securities Exchange is assediaiith the corporate size

STUDY METHODOLOGY
To assess the extent of corporate social discldsp@mpanies listed on Abu Dhabi
Securities Exchange, content analysis was undertake 2011 annual reports of these
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companies. By the end of 2011, the total numbercahpanies listed on Abu Dhabi
Securities Exchange was 65. This number includesrbEmarati companies. Hence, the
total number of the Emarati companies listed onEkehange at the end of 2011 was 60
companies. The 2011 annual reports of all thesgeoms were used to provide evidence on
the extent and determinants of corporate sociglomsbility reporting in Abu Dhabi by
performing content analysis. Content analysis isvidely used method of analysis in
accounting research in general (Beattie, 2005), ianthe area of corporate reporting in
particular (Abdul Hamid, 2004; Belal, 2000, 2002gwkins and Ngunjiri , 2008; De Villiers
and Van Staden, 2006; Garvin et al., 2009; Hamafi@ray, 2005; Haniffa and Cooke, 2005;
Mikdashi and Leal, 2005; Naser et al., 2006; Poand Okoth, 2009; Pratten and Mashat,
2009; Ratanajongkol, 2006; Thompson and Zakari@4p0nnual reports were analysed for
details related to six specific themes of corporsteial disclosure. These themes are
environment, energy, human resources, productsastomers, community, and others.

A disclosure index was necessary to be used insthidy as a yardstick to assess the
level of social disclosure by the companies listedAbu Dhabi Securities Exchange. The
index was developed after an extensive review @r @tudies in emerging economies in
general (see for example Gao et al., 2005; Haaifidh Cooke, 2005) and within the context
of Arab countries (Menassa, 2010; Naser et al.62@0d Rizk et al., 2008) in particular.
This review had led to the development of a 38 isaial disclosure index. Having designed
the components of the disclosure index, it wast@ildy the researchers on a number of the
companies' annual reports. In light of the redeans test, some of these items were
excluded as they were either not disclosed by drigeocompanies, or they were confusing
or irrelevant. Hence, the disclosure index was @tdplito include 26 items. It is decided in
this study to use the un-weighted disclosure indfean information item has been disclosed
in the company's annual report, then a score ofwas awarded, and if the item is not
disclosed, then ‘O’ score was awarded. The discosndex for company X will be as

follows:
CSRS,5 = I
Where,
CSRS(x) Corporate Social Responsibility Score fompany X
1(X) Company X Score for the Disclosure Item whgrgcore is given for
disclosure and 0 score for non disclosure.
n The maximum score to be achieved 26 points

The un-weighted corporate social disclosure ind@Sly) for company X is then

calculated by dividing its score (CSRpover the maximum score (26) as follows.
CSRS{X‘.,)

26
The association between the extent of corporateialsadisclosure and the firm’s
characteristics is estimated by using the followiagression model:

CSRSk = ap + ayPROF + gLEV + &IND + auSAF + aLOC + aOWN + g SIZ + e
Where:

csRsi, = (

CSRSl 4 = Corporate social responsibility index scored by pany X

ao = Intercept

PROF = Profitability measured by net income over sales

LEV = Leverage measured by total liabilities over tasdets

IND = Industry type where 1 is given to energy, 2 to iasge, 3 to industrial,

4 to banks, 5 to consumer staples, 6 to constrcfido real estate, 8 to
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investment services, 9 to health care and 10 ézdehmunications,

SAF = Status of the audit firm where 1 is given to thg iternational audit
firm and O otherwise

LOC = Location of the head office of the listed compariyeve 1 was given to
companies placed their head office in Abu Dhabi &hbai and 0
otherwise.

OWN = Ownership measured by percentage of company’s shaned by
government

SIZ = Size measured by the natural logarithm of totatgss

a; toaz = Parameters of the model

e = Standard Error

FINDINGS

Descriptive Statistics

Descriptive statistics about continuous and didoonus variables employed in this
study are summarized in tables 1 and 2 respectiVély tables show that companies listed on
Abu Dhabi Securities Exchange vary in their chamastics. The mean score of the
companies’ social responsibility disclosure was40.B ranges between 0 up to 0.89. The
relatively high standard deviation reflects the réegof variations in the extent of corporate
social responsibility disclosure among the compaigvered in the study. The mean of all
companies’ profitability reached 0.14. The profili&p of the surveyed companies ranged
from —-0.52 to 0.65. The tables also revealed thatlével of leverage of the surveyed
companies is moderate as reflected by the reportedn. The standard deviation of the
leverage ratio together with the minimum and maximamounts reflects high degree of
variations in the level of leverage among the sywdecompanies. Similarly, the tables
showed variations in the percentage of shares owgetde government among the surveyed
companies. The mean of the government ownershipabast 0.20. The related standard
deviation, the minimum and maximum values pointedntajor differences among the
surveyed companies. The table showed that whilesame companies the government
ownership is as low as 0%, in other companies é&sgop to reach 80%. The tables also
showed that company’s size measured by the ndagatithm of the company’s total assets
varied significantly. The total assets ranged fl®ED 8.36 (in logarithms) to AED 11.41 (in
logarithms). The mean of the companies’ total assets around AED 9.5 (in logarithms).
The tables also showed that the vast majority efsirveyed companies (88%) are audited
by big international audit firms. More than halftbe surveyed companies are belong to the
financial sector. The head offices of 53% of theveyed companies are placed in Abu Dhabi
and Dubai. Variations in the extent of corporateiaoresponsibility disclosure and the
characteristics of the companies listed on Abu Disaturities Exchange give good ground
for the analysis.

[Tables 1 and 2 about here]

Correlation

To examine the association between various vasgaltiézed in this study and to test
for multicollinearity among the independent varesylthe Pearson correlation coefficient was
performed and presented in Table 3. It is evideomfthe table that corporate social
responsibility is positively and significantly assated with the percentage of shares owned
by the government and corporate size. Strong @iroels appeared between several
independent variables such as: leverage and pihfiya profitability and percentage of
corporate shares owned by the government, sizepawiitability, leverage and industry,
leverage and percentage of corporate shares ownddebgovernment, leverage and size,
industry type and the status of the audit firmfustd the audit firm and size, and percentage
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of corporate shares owned by the government amd Kiawever, none of these correlations
reached the critical value of 0.80 (Bryman and GG@m2005) suggesting that
multicollinearity is not a serious problem. It lpwever, difficult to identify the severity of
the collinearity between the independent variabitesn relying only on the correlation
results. To cope with this, the Variance Inflatibactor (VIF) for each of the independent
variables was calculated. The VIF is a widely usezhsure of the degree of multicollinearity
of an independent variable with the other indepahdariables in a regression model. It
guantifies the severity of multicollinearity in thegression analysis. It measures the variance
of an estimated regression coefficient is increaasda result of collinearity. VIF was
undertaken and reported in table 4. As a rule wintt, VIF[110 is viewed as a sign of severe
multicollinearity. When VIF is greater than or efjtalO collinearity can be reduced by
eliminating one or more variables from the regm@ssanalysis. In all cases, all the VIFs
appeared in table 4 are all less than 10. Hendknearity does not seem to be a problem in
the regression models.

[Table 3 about here]
Regression Analysis

In the current study, backward regression was pedd. Under this regression, many
models are estimated. The first model containsnalépendent variables employed in the
study. The regression follows specific steps andrafach step an insignificant variable is
removed from the analysis and the model is refittatll the most significant independent
variables that estimate the regression model atair@d. The result of the backward
regression analyses is summarized in tables 4.

[Table 4 about here]

It is evident from the table that the model usedekplain the extent of social
responsibility reporting of companies listed on Ablabi Securities Exchange is significant
as reflected by the F- value and its significarte Bdjusted R2 of the first regression model
was almost 0.38. This indicates that almost 40%hef variations in the extent of social
responsibility reporting of the surveyed companas due to the independent variable
adopted in the analysis. Table 4 revealed thaegtent of social responsibility reporting of
the companies listed on Abu Dhabi Securities Exghais positively and significantly
associated with corporate size and the industrg tfthe company. Negative and significant
association appeared between the extent of cogeaaial responsibility disclosure and the
profitability of the surveyed companies. The ressliconfirmed by the t- values of these
variables and their significance.

Corporate size appeared to be the most importarghbla that explains the extent of
CSR disclosure. This finding is consistent wittopstudies that suggested firm size as one of
the main determinants of the voluntary disclosukbdl Hamid, 2004; Gao et al., 2005;
Haniffa and Cooke, 2005; Barako et al., 2006; Boaand Rodrigues, 2006; Naser et al.,
2006; Ho and Taylor, 2007; Chatterjee and Mir, 20@8rcia and Souza, 2008; Othman et
al., 2009; Prado-Lorenzo et al., 2009; Khan, 20@nassa, 2010). This finding gives
support to political economy, agency and legitimtdwories. As large companies are usually
more visible and accountable to the public (Cornsied Gordon, 2001), Hence, they are
subjected to political pressure more than small gammes. They attempt to avoid such
pressure, reduce monitoring costs and justify taristence in society by being involved in
more voluntary practices including CSR information.

The second variable appeared to be an importaetrdetant of the extent of social
responsibility disclosure of the companies listedAbu Dhabi Securities Exchange is the
industry type of the company. Companies belongermifit industries are expected carryout
different activities that require different disalwe. Manufacturing companies embark on
intensive activities that require recording pureéhamaterials, work in progress and finished
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goods. These companies are capital intensive andnare likely to seek external funding.
Manufacturing companies are also more likely teldse information concerning pollution,
environment, health and safety. For all these regsmanufacturing companies are expected
to disclose more information than companies opagaitn other sectors of the economy to
avoid public pressure and additional regulations.

The third factor that appeared to be positivelyoasded with the extent of social
responsibility reporting of Abu Dhabi companieddd on Abu Dhabi Securities Exchange is
profitability. The direction of the association Wween the extent of social responsibility
disclosure and the profitability of the surveyednpanies is negative. This indicates that
profitable companies disclosed less detailed somaponsibility information than less
profitable companies. This result is justified dme tgrounds that high profits talk for
themselves. In other words, companies achieved leigis of profits believe that this will
signal to the market information about the effestigss of corporate management and assure
investors as well as lenders about the future efctimpany at concern. Consequently, there
is no need to disclose detailed information. Onatimer hand, companies achieved low levels
of profits or sustained losses need to disclosailddtinformation to assure investors and
creditors about the future of their companies. Talsp need to disclose detailed information
to explain to the users of their information whanivwrong and how they intend to correct it.

CONCLUSION

The main objectives of this study are to assessetktent of corporate social
responsibility reporting and factors influencing by companies listed on Abu Dhabi
Securities Exchange. To achieve these objectivegent analysis were performed on 2011
annual reports for all listed companies. The extémtisclosure was measured by developing
a disclosure index of 26 disclosure items. Theesaodreach company was then obtained by
dividing its score over the maximum score (26 disale item). The extent of disclosure
ranged from as low as O up to 0.89. In other wotls,annual reports of some companies
contained no social responsibility information, wdees the annual reports of some companies
contained 89% of the maximum disclosure score.niban score of all companies, however,
was only 0.34. It was, therefore, obvious that ¢xéent of corporate social responsibility
disclosure was relatively low. This result is imdiwith previous research undertaken in
similar environments, namely Jordan and Qatar (Nesal. 1999, Abu Baker and Naser,
2002, and Naser et al. 2006). This gives clearcatdin that the Arab companies still have a
long way to go to improve the extent of social msgpbility reporting.

As a result of the significant variations in theemt social responsibility disclosure
among the companies listed on Abu Dhabi Securiiieshange, it was important to explore
factors behind such variations. Several corportit#ates frequently used in the literature to
explain the variations extent of corporate disatlesuere used in this study. The variables are
profitability, leverage level, industry type, statof the audit firm, location of the head office
of the company, percentage of shares owned by dkiergment and size. These variables
were regressed against the social responsibilisclasure index and the result of the
regression analysis showed that the extent of catpacsocial reporting of the companies
listed on Abu Dhabi Securities Exchange was maimiijpenced by size, industry type and
profitability. The result lends support to agenayd golitical theories. According to these
theories, large sized companies located in devdl@peas are more visible to the public as
well as to the pressure groups. Consequently, #neysubjected to more political pressure
than other companies. In an attempt to minimizeitodng cost and to assure these pressure
groups, these companies are more likely to volyntdisclose social responsibility
information. Industry type of the company influeactke extent of corporate disclosure since
these companies embark on different activities tbaaire different recording and disclosure.
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Hence, variations in the extent of the discloswre tb the industry type are predictable. On
the other hand, negative and significant disclosappeared between the extent of social
responsibility disclosure and profitability of tleirveyed companies. It seems to be that
profitable companies believe that good news talk itself. Whereas, less profitable

companies or companies sustained losses need dlosdisdetailed information to assure
investors and lenders and explain their performance
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TABLE 1
Descriptive Statistics about Continuous Variablegpoyed in the Study
Variable Mean Median StandardMinimum Maximum
Deviation
CSR Index (CSRI) 0.34 0.29 0.22 0.00 0.89
Net income / Net sales (PROF) 0.14 0.11 0.23 -0.50 0.65
Total liabilities/ Total assets (LEV) 0.54 0.52 9.2 0.07 0.90
Percentage of the company shares owned by 0.20 0.08 0.25 0.00 0.80
government (OWN)
Total assets in logarithms (S1Z) 9.50 9.27 0.81 68.3 1141
TABLE 2
Descriptive Statistics about Discontinuous Variatinployed in the Study
Variable Frequency PercentageAccumulated Percentage
(%) (%)
Audit Firm Status (SAF)  International 53 88.30 3B
Otherwise 7 11.70 100.00
Industry (IND) Financial 31 51.67 51.67
Manufacturing 19 31.67 83.34
Services 3 5.00 88.34
Consumers staples 7 11.66 100.00
Location (LOC) Developed Emirate 32 53.3 53.30
Otherwise 28 46.7 100.00
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Correlation among All Variables Used in the Study

Variable CSRI PROF LEV IND SAF LOC OWN SIz
CSRI Pearson 1.000
Correlation
Sig. (2-tailed) 0.000
PROF Pearson 0.227 1.000
Correlation
Sig. (2-tailed) 0.08 0.000
LEV Pearson 0.138 .437** 1.000
Correlation
Sig. (2-tailed) 0293 O 0.000
IND Pearson 103 -0.125 - 1.000
Correlation 536**
Sig. (2-tailed) 0.436 0.341 0.000 0.000
SAF Pearson 0.182 0.25 0.199 - 1.000
Correlation 0.296*
Sig. (2-tailed) 0.163 0.054 0.128 0.022 0.000
LOC Pearson -0.017 -0.087 -0.029 0.221 0.028 1.000
Correlation
Sig. (2-tailed) 0.897 0509 0.826 0.090 0.833 0.000
OWN Pearson 308 .298* .283* -0.160 0.173 -0.194 1.000
Correlation
Sig. (2-tailed) 0.017 0.021 0.028 0.223 0.186 0.130.000
SIZ Pearson 601 627+ 528** -0.163 .302* -0.105 .454** 1(D
Correlation
Sig. (2-tailed) 0 0 0 0.214 0.019 0.426 0.000 0.000
**_Correlation is significant at the 0.01 level@iled).
*, Correlation is significant at the 0.05 levelt@led).
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TABLE 4
Results of the Back Word Regression Analysis
Model Variables R°= 452 Adj.R°= .379 F=6.138 Sig. =.000
Beta T Sig. VIF
(Constant) -1.663- -4.771- .000
PROF -211- -1.676- 100 1.724
LEV -.108- -.819- 417 2.127
1 Sector .035 1.194 .238 1.738
SAF .040 532 597 1.240
LOC .008 A71 .865 1.146
OWN .064 .626 534 1.305
SIZ .208 5.094 .000 2.248
R’ =. 452 Adj. R?=.390 F=7.290 Sig. =.000
Variables Beta T Sig. VIF
(Constant) -1.660- -4.812- .000
PROF -213- -1.707- 094 1.717
2 LEV -.103- -.808- 423 2.041
Sector .036 1.314 195 1.589
SAF 043 572 570 1.209
OWN .061 612 543 1.273
SIZ 027 5.144 0.000 2.233
R® = .449 Aaj. R”=.398 F=8.729 Sig. =.000
Variables Beta T Sig. VIF
(Constant) -1.652- -4.823- .000
PROF -.206- -1.669- 101 1.700
3 LEV -113- -.895- 375 2.007
Sector 032 1.208 232 1.460
OWN .062 .626 534 1.272
SIZ 211 5.382 .000 2.153
R = .437 Aaj. R°=.406  F=111.014 Sig.=.000
Variables Beta T Sig. VIF
(Constant) -1.714- -5.256- .000
PROF -.204- -1.669- 101 1.700
LEV -112- -.898- 373 2.007
Sector 031 1.168 248 1.451
4 SIZ 219 5.948 .000 1.921
R = .451 Aaj. R®= 422 F=14.466  Sig. =.000
Variables Beta T Sig. VIF
(Constant) -1.680- -5.196- .000
5 PROF -.223- -1.853- .069 1.651
Sector .043 1.967 .054 1.028
SIZ 207 6.043 .000 1.669

All Rights Reserved

Copyright © 2013 - Journal of Contemporary Issues in Business Research (JCIBR)

74



