









































































































































































































































































































































































































































































































































































































































































































































































































































































































































Table 5.17 continued

Sub-Sample Significant Propositions (1% Significance Level) KW Direction
Tests (%) Statistic
Chemicals (continued) 8.2 Environmental liabilities (quantitative) 11.085 SS>S
8.4 Government environmental taxes and charges (qualitative) 7.033 SS>S
8.4 Government environmental taxes and charges (quantitative) 10.427 SS>S
8.5 Environmental fines and negotiated settlements (financial) 9.261 SS>S
8.5 Environmental fines and negotiated settlements (qualitative) 9.241 SS>S
8.5 Environmental fines and negotiated settlements (quantitative) 13.962 SS>S
8.6  Donations to environmental charities (qualitative) 7.691 SS>S
8.6 Donations to environmental charities (quantitative) 10.345 SS>8
10.3  Local authority (assessing) 7.748 SS<S
10.9  Quango (reporting) 9.498 S§<S
11.6  Annual stand alone published company environmental report plus an interim
environmental statement every 3 months 7.523 SS>S
14.13 Completeness 9.113 SS>S
17.10 Peer pressure from companies in the same industry 7.716 SS<S
c15.2 Cost of environmental compliance 7.960 SS>S
c15.3 Cost of keeping ahead of the regulator 17.943 SS>S
c15.4 Cost of non-compliance with environmental legislation 10.778 SS>S
c15.5 Cost of implementation of pollution control measures 12.936 SS>S
¢15.7 Cost savings from recycling 11.434 SS>S
¢15.10 Compliance cost of industry association directives 20.975 SS>S
c15.11 Compliance cost of BS7750 and/or EM.A.S 12.719 SS>S
¢15.12 Cost of introducing Environmental Management System 11.681 SS>S
c16.1 An environmental consulting firm 6.717 SS<S



Table 5.17 continued

Sub-Sample Significant Propositions (1% Significance Level) KW Direction
Tests (%) Statistic
Transport Services 2.6 3.6  Environmental audit (qualitative) 8.550 SS>S
3.10 Company environmental initiatives (qualitative) 8.692 SS>S
3.12 Environmental reporting policy (qualitative) 7.390 SS>S
6.774 SS>S

6.8  Vehicle miles 1in relation to product (quantitative)

11.4  Stand alone published environmental company report every 6 months 25.750 SS>8§
11.5 Stand alone published environmental company report annually 7.956 SS>8§

11.6  Annual stand alone published company environmental report and an interim
environmental statement every 3 months 17.493 SS>S

11.7  Annual stand alone published company environmental report and an interim
environmental statement every 6 months 34.500 SS>8
12.14 Local government 6.771 SS<S
Food Wholesaling & Retailing 3.8 3.7 Independently verified environmental disclosure (qualitative) 7.916 SS>S
3.10 Company environmental initiatives (qualitative) 6.862 SS>S
7.2 Industry average (qualitative) 7.077 SS>S
10.1 Company employees (reporting impact) 8.156 SS-S
12.16 Banks 6.961 SS>S
13.1 The company should absorb the full cost 7.880 SS>S
17.9 To attract investment 8.273 SS>S
18.1 Reluctance to report sensitive information 8.118 SS>S
187 Cost of disclosure 10.636 SS- 8
18.8 Lack of awareness of competitive advantage 6.989 SS- S
18.9 There is no legal obligation for companies to report environmentally 8.822 SSS
19.2 From company head office and at site/branch level 7.571 SS>S

20.3 It would be useful for accountability and decision-making purposes if companies

disclosed environmental target-setting information with respect to a set classification 12.115 SS>S
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Table 5.17 continued

Sub-Sample Significant Propositions (1% Significance Level) KW Direction
Tests (%) Statistic
Health & Household 1.2 103 Local authority (assessing impact) 7.320 SS>S
10.3  Local authority (reporting impact) 7.576 SS>S
10.5  Central government (assessing impact) 9.099 SS>S
10.9  Quango (reporting impact) 7.111 SS>S
Water 14.9 3.1 Environmental statement by company chairman (qualitative) 8.008 SS>S
3.7 Independently verified environmental disclosure (quantitative) 14.963 SS>S
3.8 Legal environmental compliance (quantitative) 6.718 SS>S
3.10 Company environmental initiatives (quantitative) 9.466 SS>8
3.11 Context of company environmental disclosure (qualitative) 9.194 SS>S
3.11 Context of company environmental disclosure (quantitative) 10.111 SS>S
3.12 Environmental reporting policy (quantitative) 9.756 SS>S
5.1 The risk of non-compliance with legislation (financial) 8.363 SS>S
5.1 The risk of non-compliance with legislation (quantitative) 9.623 SS>S
5.3 The risk of environmental influences on companies' markets (financial) 8.993 SS>S
5.4 Environmental factors that could reduce the value of a company's assets (financial) 7.885 SS>8
5.5 Environmental information that may reduce financial performance (quantitative) 7.310 SS>S
6.4 Water effluents (quantitative) 7.155 SS>S
6.5 Soil contamination and remediation (financial) 7.569 SS>S
6.5 Soil contamination and remediation (qualitative) 7.466 SS>S
6.5 Soil contamination and remediation (quantitative) 8.884 SS>S
6.6  Generation and disposal of waste (financial) 6.999 SS>S
6.6 Generation and disposal of waste (qualitative) 6.739 SS>S
6.6 Generation and disposal of waste (quantitative) 7.553 SS>S
6.7 Environmental incidents (quantitative) 7.234 SS>S
6.8 Vehicle miles in relation to product (qualitative) 12.035 SS>S
6.9 Noise and odour (qualitative) 9 049 8>S
6.9 Noise and odour (quantitative) 10 846 S8><
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Table 5.17 continued

Sub-Sample Significant Propositions (1% Significance Level) KW Direction
Tests (%) Statistic
Water (continued) 6.10 Local environmental impact (financial) 8.579 SS>8S
6.10 Local environmental impact (quantitative) 9.151 SS>8
7.3 Sustainable development (financial) 8.824 SS>S
8.1 Environmental spending (financial) 7.693 SS>S
8.1 Environmental spending (qualitative) 6.862 SS>S
8.1 Environmental spending (quantitative) 7.588 SS>S
8.2  Environmental liabilities (financial) 10.520 SS>S
8.3 Environmental benefits and opportunities (financial) 7.070 SS>S
8.4 Government environmental taxes and charges (financial) 19.629 SS>S
8.4 Government environmental taxes and charges (qualitative) 6.849 SS>S
8.5 Environmental fines and negotiated settlements (financial) 8.788 SS>S
8.6 Donations to environmental charities (financial) 6.743 SS>S
9.9 Setting measurable environmental targets and objectives (qualitative) 7.068 SS>S
9.11 Compliance with industry standards (quantitative) 8.204 SS>S
10.6  The Department of the Environment (assessing impact) 7.875 SS>8
10.6  The Department of the Environment (reporting impact) 7.777 SS>S
12.3  Local communities 7.593 SS>S
12.5 Potential investors 6.802 SS>8S
12.10 Environmental groups 9.612 SS>S
12.17 Stock market 7.572 SS>S
11.5 Stand alone published environmental company report annually 10.760 SS>S
144  Confirmation of information 9.399 SS>8
14.16 Corresponding information for previous period 7.930 SS>S
16.4 A new professional body that includes accountants, scientists and environmental
consultants 8.522 SS>S
17.3 To comply with regulations 6671 §S<s
c15.8 Reduced "environmental" insurance premium 10314 SS>S

306



Table 5.17 continued

Sub-Sample Significant Propositions (1% Significance Level) KW Direction
Tests (%) Statistic
Water (continued) ¢15.9 Increased "environmental" insurance premium 32.326 SS>8
cl6.1 An environmental consulting firm 6.999 SS>S
Engineering - General 0.6 7.3  Sustainable development (qualitative) 8.164 SS>S
17.10 Peer pressure from companies in the same industry 8.563 SS>S
Stores 26 3.3 Environmental strategy statement (financial) 8.095 SS>S
3.4 Environmental management system (financial) 7.182 SS>S
5.7 Environmental information that may cause financial failure (financial) 7.607 SS>S
5.7 Environmental information that may cause financial failure (qualitative) 7.370 SS>S
5.7 Environmental information that may cause financial failure (quantitative) 6.757 SS>S
10.7 The Department of Trade and Industry (reporting impact) 6.906 SS>S
10.8  The Department of Agriculture (assessing impact) 10.339 SS>S
10.8  The Department of Agriculture (reporting impact) 7.545 SS>S
11.8  Specially published company environmental report at company's discretion 8.148 SS>8
Transport-Manufacture & 1.2 3.2 Environmental policy statement (qualitative) 7.252 SS<S
Distribution 20.2 Interested parties require company environmental disclosure for accountability and
decision-making purposes 7.809 SS>S
c15.8 Reduced "environmental" insurance premium 10.314 SS>S
c159 Increased "environmental" insurance premium 17.569 S8S>S
Business Services 0.0 - None - -
Contracting, Construction 0.3 3.4 Environmental management system (financial) 7.182 SS>S
Electricity 0.0 - None - -
Hotel & Leisure 0.0 - None - -
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3.3.1) has its own set of reporting guidelines and that the water industry is constantly
under increasing legal pressure to improve their water quality. The possibility of certain
industries being more involved in environmental reporting than others was discussed in

section 5.4.3. For eight of the industry sub-samples there was 100% agreement with the

rest of the company group.

Kruskal-Wallis Tests of All Company Group Sub-Samples Against Each Other: Table
5.18 presents the results of a series of 25-sample Kruskal-Wallis tests comparing the
responses from all the industry sub-samples against each other at once. The results
indicate a 98.5% agreement. It is particularly interesting that in the very small area of
disagreement (1.5% of the tests) the disagreement is always in the area of useful

information.

It 1s notable that there is a further limitation, relating to the use of the Kruskal-Wallis
test, in that as sample sizes become smaller it becomes increasingly difficult to reject
the null hypothesis that the samples are the same. A significant statistic, indicating that
there is a difference between the responses of two sub-samples is perfectly valid, but the
insignificant statistics do not necessarily indicate that the smallest sub-samples are
responding in the same way as the rest of the group. According to Siegel and Castellan
(1988, page 210) :
"When the sample sizes are small, only relatively large differences are detected
by our statistical procedures which lead to rejection of H,. This is because
when the sample size is small and H, is in fact true, the probability Qf large
variation in outcomes is also large. As a consequence, it is difficult t.o
distinguish between outcomes reflecting merely chance deviations (when H, is
true) and true differences (when H, is true). If H, is not rejected, then there in
fact may be no differences between the groups - or the sample sizes may be so

small that true differences can not be detected".

In relation to group homogeneity for this research, although there is a low rejection of
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Table 5.18: Kruskal-Wallis Tests of All Company Group Sub-Samples Against Each Other

Sub-Sample Significant Propositions (1% Significance Level) KW
Tests (%) Statistic

24 Sub-Sample 1.5 6.8 Vehicle miles in relation to product (qualitative) 32.152

(plus an anonymous group) 7.1 Legal compliance (quantitative) 34229

8.4  Government environmental taxes and charges (quantitative) 29.163

9.6  Land contamination and remediation (quantitative) 30.707

9.11 Compliance with industry standards (qualitative) 31.582

The second column indicates the proportion (in %) of the total tests run which were significant at a 1% level.
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the null hypothesis (that the responses from the sub-group are not significantly different
from those of the rest of the group) where the sub-samples are very small this is still the
case for bigger sub-samples (such as the environmental consultant sub-group). This
implies there 1s no strong basis for rejecting the homogeneity of the three respondent
groups from these series of tests. Overall, the extensive use of the Kruskal-Wallis test

in this section indicates strongly that each of the three groups 1s homogeneous.

5.7.5 Summary

In any research methodology, there are limitations. Section 5.7 has made these implicit
limitations explicit. It is important to acknowledge from the outset of the research that
normative and positive approaches are being applied in the research, as this needs to be
taken into account in interpreting the results, with the implication that findings may be
less clear-cut than they appear. Given limited resources, this seemed the most
advantageous approach to adopt in investigating the attitudes and/or practice of the three
groups. Other potential limitations relating to combining the different realities of three
respondent groups and attempting to obtain a consensus from these realities have also
been considered as these too may affect the interpretation of the empirical findings.
Lastly, there are several limitations relating to the statistical analysis of the responses.
However, the discussion indicates that these should not pose a problem in the current
research, as the respondents are likely to be representative of their groups and the groups

appear to be homogeneous to a high degree.
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5.8 Conclusion

This chapter has reported and discussed the methodological approach of the thesis,
including the initial decisions, relating to sample selection, and data collection, to the
techniques of statistical analysis and interpretation. The rationale for selecting a mail
questionnaire has been presented. Furthermore, the preliminary investigation, and the
pilot questionnaire have been discussed in full. The development of the content and
structure of the final questionnaire have also been considered, as well as the logistics
and provisions for the final mail questionnaire. To summarise, every effort has been
made to incorporate advice from the literature and existing theory into the research
design, so as to maximise response and ensure an unbiased and extensive data set, as

well as an efficient and appropriate statistical analysis.
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Chapter Six
The Attitudes of the Normative Group towards a

Conceptual Framework for Corporate Environmental Reporting

"Given the cock-ups we have had with existing accounting standards, one
shudders with horror at the thought of that bunch pushing companies
around and charging them for an environmental audit”

Normative group respondent

6.1 Introduction

This chapter analyses the responses from the normative group. The structure follows the
research design established in chapter five. Section 6.2 considers the attitudes of the
normative group towards three broad areas. Firstly, reporting of useful corporate
environmental information, in relation to disclosure on a financial, quantitative and/or
qualitative basis, 1s considered. Secondly, environmental reports and reporting are
considered, providing the respondents' perception of corporate environmental reporting
reality, and thirdly, corporate environmental disclosure. A further section discusses any

points that the respondents felt were omitted. The chapter concludes in section 6.3.

6.2 The Empirical Findings

6.2.1 Attitudes Towards Corporate Environmental Information, in Relation to

Financial, Quantitative and Qualitative Disclosure

The attitudes of the normative group towards a "wish list" (see section 3.3.2) of

corporate environmental information which may be useful for interested parties is

considered in this section of the enquiry.
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(i) The Usefulness of Corporate Environmental Information

This part of the enquiry asks the normative group what environmental corporate
disclosure 1s considered useful for interested parties, as well as the basis on which
environmental information should be disclosed (see section 3.4(11)). The respondents
were required to indicate their views by selecting a score from 1 (Never) to 3 (Always).
In addition, they were required to repeat this selection for each of three types of
disclosure, namely financial, quantitative and qualitative. On a financial basis, the
descriptive statistics (see table 6.1, part A) showed that product life-cycle design requires
the most frequent disclosure according to the normative group (proposition (1); mean =
2.25). They also attached importance to environmental audit (proposition (2); mean =
2.22) and product impacts (proposition (3); mean = 2.21). The disclosure items,
considered of least value to interested parties, were: environmental statement by
company chairman (proposition (15); mean = 1.98); environmental strategy statement
(proposition (14); mean = 2.02) and; environmental management system (proposition 13;
mean = 2.03). The respondents did not demonstrate strong preferences among the
disclosure items disclosed on a financial basis (see the Wilcoxon results in appendix D,

table 1, part A).

On a quantitative basis, (see table 6.1, part B) the normative group consider that product
impacts (proposition (1); mean = 2.44) and legal environmental compliance (proposition
(2); mean = 2.44) are the most useful disclosure items for interested parties and should
therefore be the most frequently reported. The percentage ratings show that over 50%
of the respondents were of the opinion that legal environmental compliance should

always be reported. The quantitative disclosure items considered least useful were:
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Table 6.1: Descriptive Statistics
The Usefulness of Corporate Environmental Information

N Mean S.D. P:1 P:3
Part A: Financial Disclosure

1. Product life cycle design. {3 225 0.66 12.0 373
2. Environmental audit. 83 'y 065 120 337
3. Product impacts. 80 221 065 125 338
4. Environmental reporting policy. 79 215 068 165 316
5. Product packaging. 79 214 067 165 304
6. Research & Development and the environment. 85 2.13 0.57 106 235
7. Legal environmental compliance. 82 210 083 293 390
8. Environmental policy statement. 82 209  0.74 232 317
9. Company environmental initiatives. 85 208 056 118 200
10. Context of company environmental disclosure. 77 2.05 0.67 19.5 247
11. Management responsibilities for the environment. 82 204  0.66 19.5 232
12. Independently verified environmental disclosure. 83 204 067 205 241
13. Environmental management system. 81 2.03 0.63 18.5 21.0
14. Environmental strategy statement. 82 2.02 0.68 22.0 244
15. Environmental statement by company chairman. 82 198 059 18.3 15.9

Part B: Quantitative Disclosure
1. Product impacts. 82 2.44 059 49 488
2. Legal environmental compliance. 85 2.44  0.70 118 553
3. Environmental audit. 83 2.37 0.64 84 458
4. Environmental management system. 81 2.33 0.63 g6 420
5. Independently verified environmental disclosure. 84 232 0.68 119 440
6. Management responsibilities for the environment. 79 232 0.69 127 443
7. Product packaging. 81 228 062 g6 370
8. Environmental reporting policy. 81 228 0.66 11.1 39.5
9. Product life cycle design. 81 226 067 123 383
10. Company environmental initiatives. 84 224 055 60 298
11. Environmental strategy statement. 83 2.19 065 133 32.5
12. Environmental policy statement. 80 219  0.78 225 413
13. Research & Development and the environment. 83 2.18  0.63 120 301
14 Environmental statement by company chairman. 82 217 068 159 329
15. Context of company environmental disclosure. 75 2.04 0.67 20.0 24.0
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Table 6.1 continued

N Mean S.D. P: 1 P:3
Part C: Qualitative Disclosure
1. Environmental policy statement. 87 2.58 0.66 92 667
2. Environmental strategy statement. 86 2.47 0.66 93 558
3. Product impacts. ]2 2 44 063 73 51.2
4. Environmental statement by company chairman, 88 243 0.62 6.8 500
5. Environmental audit. 83 239 0.68 108 494
6. Legal environmental compliance. 83 237 079 19.3 56.6
7. Environmental reporting policy. 86 236 061 70 430
8. Management responsibilities for the environment. 84 236 0.69 11.9 476
9. Environmental management system. 88 2.35 0.70 12.5 477
10. Product packaging. 84 232 062 83 405
11. Company environmental initiatives. 85 228 063 94 376
12. Independently verified environmental disclosure. 83 222 0.72 16.9 38.6
13. Research & Development and the environment. 85 219 065 12.9 31.8
14. Product life cycle design. 83 217 068 157 325
15. Context of company environmental disclosure. 77 2.13 0.68 169 299
16. None of the above = 2 Non-response = 1
17. Others:

(1) Environmental impact assessments relating to specific schemes.

(1) Frequency of disclosure is not really a key issue - the quality of the information is more

important.

(1) Results of monitoring by National Rivers Authority / Her Majesty's Inspectorate of

Pollution.

(1v) Accounting Standards for contingencies / liabilities.

(v) There are many interested parties internal and external, someone is bound to be interested
in each of the categories depending on their own particular interest. Product plus process
material / energy inputs plus outputs - data allowing product plus process life cycles to be

undertaken.

(vi) Investment in distinct environmental improvements against standard set of critera.

(vi1) Clear setting of targets/objectives (quantitatively)

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the.perc‘entage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).
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context of company environmental disclosure (proposition (15); mean = 2.04);
environmental statement by company chairman (proposition (14); mean = 2.17) and:
research and development in the environment (proposition (13); mean = 2.18). Wilcoxon
tests (appendix D, table 1, part B) showed that the context of company environmental

disclosure 1s considered significantly less useful than most of the other propositions.

On a qualitative basis, the descriptive statistics (table 6.1, part C) revealed the normative
group to consider that environmental policy statement (proposition (1); mean = 2.58) is
extremely useful to interested parties and should be frequently disclosed. Of the
respondents, 66.7% indicated a score of 3 (always), as opposed to only 9.2% who
indicated a score of 1 (never). Other items, which were considered useful, were
environmental strategy statement (proposition (2); mean = 2.47); product impacts
(proposition (3); mean = 2.44); environmental statement by company chairman
(proposition (4); mean = 2.43); environmental audit (proposition (5); mean = 2.39) and;
legal environmental compliance (proposition (6); mean = 2.37). Items which are
considered less useful are product life cycle design (proposition (14); mean = 2.17), and
context of company environmental disclosure (proposition (15); mean = 2.13). Wilcoxon
tests (appendix D, table 1, part C) showed that the environmental policy statement is

considered significantly more useful than most of the other proposed items.

A comparison (see appendix D, table 1, part D) of the three types of disclosure for each
item showed that either quantitative or qualitative disclosure is preferred for over half
the proposed items, and that in no case is financial disclosure preferred to quantitative
or qualitative. In summary, the context of company environmental disclosure, on a

qualitative and quantitative basis, is of little significance to the respondents, and
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financial 1s marginal at best. Environmental policy and strategy statements are more
useful on a qualitative basis than either financial or quantitative. Also, independently-
verified disclosure and legal environmental compliance are regarded as more useful on
a quantitative basis than financial, suggesting that the number of laws which have not
been complied with is more important than the level of fines and settlements (contrary
to PERI, 1994). Interestingly enough, none of the results indicates a preference for
financial disclosure. The findings confirm that disclosure on a quantitative and
qualitative basis is perceived as useful, supporting Gray et al (1996a) and the World
Industry Council for the Environment (WICE, 1994), while rejecting the overriding
concentration on financial disclosure, advocated by Bennet et al. (1996) and the

European Federation of Financial Analysts (EFFAS, 1994).

(i) Corporate Environmental Resource Information

In relation to the usefulness of physical inputs (see section 3.4(i1)) as a measurement
basis for a conceptual framework in corporate environmental reporting, the respondents
were asked to indicate the importance of information concerning these inputs to
interested parties by selecting the required frequency of disclosure on a scale of 1
(Never) to 3 (Always), for the three types of disclosure, financial, quantitative and
qualitative. Descriptive statistics (see table 6.2, part A) showed that on a financial basis,
energy consumption (proposition (1); mean = 2.24) is regarded as useful to interested
parties, and should be frequently disclosed. Raw materials used (proposition (3); mean
= 2.13) was considered quite important, and should be disclosed at least some of the
time. The fact that all these disclosure inputs are considered equal in importance by the

respondents is emphasised by the absence of any significant Wilcoxon results.
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Table: 6.2: Descriptive Statistics
Corporate Environmental Resource Information

N Mean S.D. P:1 P:3

Part A: Financial Disclosure

1. Energy consumption. 81 224 068 136 370

2. Water consumption. 81 215 062 123 272

3. Raw materials used. 80 213 072 200 325
Part B: Quantitative Disclosure

1. Energy consumption. 88 2.49 0.63 6.8 557

2. Raw matenials used. 87 2.46 0.66 92 552

3. Water consumption. 87 237 0.65 92 460
Part C: Qualitative Disclosure

1. Energy consumption. 80 228  0.69 138 413

2. Raw materials used. 83 2.25 0.71 15.7 41.0

3. Water consumption. 80 2.19 0.70 16.3 35.0

4. None of the above = 6 Non-response =

5. Others:

(1) Other resources, e.g. soil.

(1) Air consumption?

(111) Sources and sustainability of these i.e. supply chain.
(1v) Waste produced, quantities re-used.

(v) Always for internal use sometimes for external use.

(v1) Visual impact.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).
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On a quantitative basis (see table 6.2, part B) energy consumption (propositions (1):
mean = 2.49) again received the highest average score from the respondents. Of the
respondents, 55.7% indicated a score of 3, whereas only 6.8% reported a score of 1.
Raw material used (proposition (2); mean = 2.46) was also considered to be important
and necessitated frequent disclosure. The lowest mean average score was allotted to
water consumption (proposition (3); mean = 2.37). Comparing the propositions (see
Wilcoxon results, appendix D, table 2, part A) one significant statistic showed that

energy consumption is seen as significantly more useful than water consumption.

On a qualitative basis (table 6.2, part C) the proposition receiving the highest mean
average score was again energy consumption (proposition (1); mean = 2.28). However,
the findings suggest that water consumption (proposition (3); mean = 2.19) is only
moderately useful. The absence of significant Wilcoxon results emphasises the

respondents' inability to discriminate between the three disclosure inputs.

A comparison between the three ways of disclosing the inputs (see Wilcoxon results,
appendix D, table 2, part B) indicated that for all three propositions, quantitative
disclosure is regarded as being significantly more useful than financial or qualitative
disclosure. To summarise, the findings indicate that disclosure of all three propositions
1s useful and that the preferred measurement base is quantitative rather than financial,
supporting the views of, for example, the United Nations (UNEP, 1994 and 1996a), and
the World Industry Council for the Environment (WICE, 1994). An interesting finding
is that water consumption is considered significantly less important than energy
consumption on a quantitative basis. This is perhaps due to the greater amount of

environmental damage which results from the use of energy.
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(i) Corporate Environmental Risk Information

This part of the enquiry considers risk information which may be required by interested
parties (see section 3.4(i1)) and attempts to examine the boundaries of useful risk
information by considering the views of the respondents, concerning several items of
environmental risk information, on a financial, quantitative and qualitative basis. The
respondents were required to select a score from 1 (Never) to 3 (Always) to indicate
how often they consider each proposed risk should be disclosed. The descriptive
statistics (see table 6.3, part A) show that on a financial basis, the respondents consider
that environmental information that may cause financial failure (proposition (1); mean
= 2.55) should be disclosed frequently. Of the respondents, 64.4% indicated a score of
three, whereas only 9.8% reported a score of one. Several other risk disclosures were
considered useful and received high mean average scores. These were: financial
information that could impose actual liability on a company's lender (proposition (2);
mean = 2.50); the risk of site contamination (proposition (3); mean = 2.43) and;
environmental information that may reduce financial performance (proposition (4); mean
= 2.43). The lowest mean average score was allotted to the risk of environmental
influences on companies' markets (proposition (7); mean = 2.15). The nsk of
environmental influences on companies' markets was shown to be significantly less

useful than most of the other propositions (see comparisons in appendix D, table 3, part

A).

On a quantitative basis (see table 6.3, part B) the proposition with the highest mean
average score was the risk of site contamination (proposition (1); mean = 2.52). Of the

respondents 61.7% reported a score of 3, whereas less than 10% reported a score of 1.
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Table 6.3: Descriptive Statistics
Corporate Environmental Risk Information

N Mean S.D. P: 1 P:3

Part A: Financial Disclosure

1. Environmental information that may cause financial 82 2.55 0.67 98 646
failure.

2. Financial information that could impose actual 82 250 069 11.0 610
liability on a company's lender.

3. The risk of site contamination. 80 243 0.67 100 525

4. Environmental information that may reduce financial 84 2.43 0.68 10.7 53.6
performance.

5. The risk of non-compliance with legislation. 79 2.30 0.74 16.5 46.8

6. Environmental factors that could reduce the value of a 81 2.28 0.69 13.6 42.0
company's assets.

7. The risk of environmental influences on companies' 80 2.15  0.68 16.3 313
markets.

Part B: Quantitative Disclosure

1. The risk of site contamination. 81 252 067 99 617

2. The risk of non-compliance with legislation. 79 239  0.72 139 532

3. Environmental information that may cause financial 77 2.33 0.77 18.2 50.6
failure.

4. Financial information that could impose actual 75 228 078 200 480

liability on a company's lender.

5  Environmental factors that could reduce the value of a 78 221 0.67 14.1 34.6
company's assets.

6. Environmental information that may reduce financial 80 220 068 150 350
performance.

7 The risk of environmental influences on companies’ - 76 213 0.68 17.1 303
markets.
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Table 6.3 continued

N Mean S.D. P:1 P:3

Part C: Qualitative Disclosure

1. The risk of site contamination. 82 249 072 134 622

2. The risk of non-compliance with legislation. 81 238 0.75 16.0 543

3. Environmental information that may cause financial 78 227 0.80 218 48.7
failure.

4. The risk of environmental influences on companies' 79 2.23 0.70 152 380
markets.

5. Environmental factors that could reduce the value of a 79 222 0.71 16.5 38.0
company's assets.

6. Environmental information that may reduce financial 81 222 0.73 17.3 395
performance.
7. Financial information that could impose actual 75 2.16 0.81 253 41.3

liability on a company's lender.
8. None of the above = 3 Non-response = 6

9. Others:

(1) It 1s not clear that a reporting company will always be in a position to assess lender's
liability / potential hability.

(i1) This is a very difficult area. BS7750 calls for risk assessment analysis and this is generally,
and rightly, confidential information.

(111) Depends on the interested parties. Banks / insurers will require much of the above but the
public won't.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).

Also, the risk of non-compliance with legislation (proposition (2); mean = 2.39) and
environmental information that may cause financial failure (proposition (3); mean =
2.33) are regarded as useful to interested parties. The proposition which received the
lowest mean average score was the risk of environmental influences on companies'
markets (proposition (7); mean = 2.13). Wilcoxon tests (see appendix D, table 3, part

B) indicated that the risk of site contamination is regarded as more useful than the
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majority of the propositions, However, in most cases, the respondents did not reveal

strong preferences among the proposed risk items on a quantitative basis.

On a qualitative basis (see table 6.3, part C) the risk of site contamination (proposition
(1); mean = 2.49) is regarded as useful. Also, the risk of non-compliance with legislation
(proposition (2); mean = 2.38) is perceived useful by the respondents. The proposition
which received the lowest mean average score was financial information that could
impose actual liability on a company's lender (proposition (7); mean = 2.16). Again, the
risk of site contamination is considered more useful than most of the other proposed risk

factors (see appendix D, table 3, part B).

The three types of disclosure were compared for each proposition (see appendix D, table
3, part D). In three cases, disclosure on a financial basis was shown to be more
important than either quantitative or qualitative disclosure. However, for more than half
of the propositions, the respondents displayed no preference. In summary, this part of
the enquiry considers two broad areas: traditional financial risk (such as environmental
information that may cause financial failure) applied to environmental issues, and;
specific environmental risk (such as the risk of site contamination). Overall, the findings
indicate that both traditional financial risk, and specific environmental risk, are important
to this group. Disclosure is most useful on a financial basis for traditional risk, but the
respondents could not differentiate between types of disclosure for specific
environmental risk. These findings suggest that, for this sample group, there is some
interest in environmental disclosure on a financial basis, supporting, for example, Bennet
et al. (1996), and the European Federation of Financial Analysts (EFFAS, 1994).

However, some items of risk information, disclosed on a financial basis, may be as
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useful 1if disclosed on another basis, supporting Gray ef al. (1996a) and the United

Nations (UNEP, 1994 and 1996a).

(iv) Quantifiable Corporate Environmental Information

This part of the enquiry investigates the attitudes of a normative group towards a
suggestion that there may be other useful complementary bases, on which quantitative
disclosure could be made (see section 3.4(ii)). The respondents were required to indicate
a score of 1 (Never) to 3 (Always) to reveal their preferences for the disclosure of
information on a financial, quantitative and qualitative basis. On a financial basis, the
descriptive statistics (see table 6.4, part A) showed that the highest mean average scores
were allotted to environmental incidents (proposition (1); mean = 2.35) and energy
consumption (proposition (2); mean = 2.33). The respondents indicated the lowest
average score to vehicle miles in relation to product (proposition (10); mean = 2.03).
The respondents revealed little preference among the information disclosed on a financial
basis (see Wilcoxon tests, appendix D, table 4, part A), except in indicating that energy
consumption and environmental incidents are perceived as significantly more useful than

several other items.

On a quantitative basis (table 6.4, part B) there is an almost unanimous average score
for the first eight propositions ((1) to (8)). The highest mean score was allotted to air
emissions (propositions (1); mean = 2.60), with the seven following propositions all
receiving similar scores. For air emissions, 65.9% of the respondents reported a score
of 3, whereas 5.9% indicated a score of 1. The lowest mean average score was allotted

to vehicle miles in relation to product (proposition (10); mean = 2.27). Wilcoxon tests
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Table 6.4: Descriptive Statistics
Quantifiable Corporate Environmental Information

N Mean S.D. P:1 P:3
Part A: Financial Disclosure
1. Environmental incidents. 78 235 072 141 487
2. Energy consumption. 77 233 072 143 468
3. Local environmental impact. 76 228 069 132 408
4. Generation and disposal of waste. 77 222 0.70 156  37.7
5. Raw matenal use. 74 220 074 189 392
6. Soil contamination and remediation. 76 2.15 0.69 17.1 316
7. Air emissions. 76 212 0.69 184 303
8. Water effluents. 76 209 068 184 276
9. Noise and odour. 74 2.05 0.64 17.6 23.0
10. Vehicle miles in relation to product. 76 2.03 0.73 250 276
Part B: Quantitative Disclosure

1. Air emissions. 85 2.60 0.60 59 65.9
2. Environmental incidents. 83 2.57 0.65 84 651
3. Generation and disposal of waste. 84 256 061 60 619
4. Water effluents. 84 2.54 0.63 7.1 60.7
5. Local environmental impact. 84 252 0.6l 60 583
6. Raw material use. 81 2.52 0.62 6.2 58.0
7. Energy consumption. 84 2.50 0.61 6.0 56.0
8. Soil contamination and remediation. 85 248  0.65 82 565
9. Noise and odour. 83 2.41 0.61 6.0 47.0
10. Vehicle miles in relation to product. 82 227 074 171 439
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Table 6.4 continued

N Mean S.D. P:1 P:3

Part C: Qualitative Disclosure

1. Air emissions. 78 244 070 115 551
2. Local environmental impact. 81 242 071 12.3 543
3. Environmental incidents. 77 240 0.71 13.0 532
4. Generation and disposal of waste. 77 236 0.73 143 50.6
5. Water effluents. 77 2.30 0.73 15.6 45.5
6. Energy consumption. 76 2.30 0.73 15.8 46.1
7. Soil contamination and remediation. 77 230 075 169 468
8. Noise and odour. 79 2.29 0.68 12.7 41.8
9. Raw material use. 74 227 0.76 18.9 459
10. Vehicle miles in relation to product. 75 208 0.5 240 320
11. None of the above = 4 Non-response = 3

12. Others:

(1) Levels of product re-cycling.

(11) Normalized use against production level.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).

(see appendix D, table 4, part B) indicated that the respondents had little regard for
vehicle miles in relation to product, as this proposition received significantly lower

scores than almost all of the other propositions.

On a qualitative basis, the descriptive statistics (table 6.4, part C) show that air
emissions (proposition (1); mean = 2.44) were allotted the highest mean average score.
Other measurable quantities for which disclosure is considered important are local

environmental impact (proposition (2); mean = 2.42); environmental incidents
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(proposition (3); mean = 2.40) and; generation and disposal of waste (proposition (4);
mean = 2.36). The measurable quantity which received the lowest mean average score
was vehicle miles in relation to product (proposition (10); mean = 2.08). Again, vehicle

miles 1n relation to product was shown to be significantly less important than the

majority of propositions (see appendix D, table 4, part C).

Inter-disclosure comparisons (see appendix D, table 4, part D) indicated that quantitative
disclosure 1s preferred to financial and qualitative disclosure for most propositions. This
result supports the status quo for reporting these items. In summary, vehicle miles in
relation to product, and noise and odour are not regarded as useful by the respondents.
However, environmental incidents, generation and disposal of wastes, and local
environmental impact, are consistently seen as useful. As would be expected, the
preferred type of disclosure 1s quantitative, rather than financial. For water effluents,
quantitative and qualitative are shown to be significantly more useful than financial. This

provides evidence for disclosure on more than one basis.

(v) Benchmarking Corporate Environmental Performance Information

The respondents were required to indicate their views concerning benchmarking
corporate environmental performance information (see section 3.4(ii)), on a scale from
1 (Never) to 3 (Always). On a financial basis (see table 6.5, part A) legal compliance
(proposition (1); mean = 2.11) received the highest mean average score. The lowest
mean score was allotted to sustainable development (proposition (3); mean = 1.87). The
Wilcoxon tests (appendix D, table 5, part A) revealed a lack of interest in sustainable

development. Legal compliance was preferred.
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Table 6.5: Descriptive Statistics
Benchmarking Corporate Environmental Performance Information

N Mean S.D. P:1 P: 3

Part A: Financial Disclosure

1. Legal compliance. 74 2.11 0.73 216 324
2. Industry average. 76 1.93 0.60 21.1 14.5
3. Sustainable development. 74 1.87 0.69 31.1 17.6

Part B: Quantitative Disclosure

1. Legal compliance. 83 2.46 0.66 8.4 542
2. Sustamnable development. 80 215 0.70 17.5 325
3. Industry average. 84 2.13 0.56 9.5 226

Part C: Qualitative Disclosure

1. Legal complance. 77 227 0.72 156 429
2. Sustainable development. 81 2.07 0.70 21.0 284
3. Industry average. 77 204 060 15.6 19.5
4. None of the above = 6 Non-response = 6

5. Others:

(1) Does this mean a comparison with competitors' standards? This could be a useful
competitive tool for companies but the present lack of environmental reporting makes
benchmarking almost impossible in practice.

(1) Benchmarking i1s by definition an exercise for companies and therefore not necessarily in
the public domain; other than a statement "yes, we benchmark".

(111) Benchmark against companies earlier environmental performance.

(1v) Benchmarking may be used but I don't know anyone who knows how to do it!

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).
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On a quantitative basis, the descriptive results (table 6.5, part B) showed that legal
compliance (proposition (1); mean = 2.46) again received the highest mean average
score. Of the respondents, 54.2% reported a score of 3, whereas only 8.4% indicated a
score of 1. The lowest mean average score was allotted to industry average (proposition
(3); mean = 2.13). Again, legal compliance was shown to be of relatively major

importance and sustainable development of relatively minor importance (see Wilcoxon

results, appendix D, table 5, part B).

On a qualitative basis (see table 6.5, part C) legal compliance (proposition (1); mean =
2.27) for the third time received the highest mean average score. The lowest mean score
was given to industry average (proposition (3); mean = 2.04). Wilcoxon results (see

appendix D, table 5, part C) again emphasised the importance of legal compliance.

Inter-disclosure comparisons (see appendix D, table 5, part D) showed that for both legal
compliance, and sustainable development, quantitative disclosure 1s considered
significantly more important than financial disclosure. In summary, legal compliance is
regarded, by the respondents, as the most useful benchmark, with a preference for
disclosure on a quantitative rather than a financial basis. This could be benchmarked
against previous company infringements and/or industry average for infringements
(Anglian Water, for example, provides this type of disclosure). Perhaps the reason for
the importance of legal compliance, is that it upholds the stewardship function, reflecting
some of society's values. It is interesting to see how important this benchmark 1s, given
that it is not onerous on companies at present. These findings suggest that the

respondents have the attitude that a "compliance with standards report” would be useful
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to interested parties (see Gray, Owen and Maunders, 1987a and 1987b, and; Gray ef al.,

1996a).

(vi) Corporate Environmental Financial Information

This part of the enquiry examines the possibility that information traditionally disclosed
on a financial basis could also be usefully disclosed, on a quantitative, and/or qualitative
basis (see section 3.4(i1)). The respondents were asked to indicate their views on a scale
from 1 (Never) to 3 (Always). They were required to rate financial environmental
information and its usefulness to interested parties, by indicating the necessary frequency
of its disclosure, with respect to the three types of disclosure. On a financial basis, the
descriptive statistics (table 6.6, part A) indicated that four proposed items of financial
environmental information received high mean average scores from the respondents.
These were: environmental liabilities (proposition (1); mean = 2.57); environmental fines
and negotiated settlements (proposition (2); mean = 2.52), and; environmental spending
(proposition (3); mean = 2.49). For all three of these items, the percentage ratings
showed that 50% or more of the respondents voted 3 and less than 10% of them voted
1. Donations to environmental charities (proposition (6); mean = 2.07) received the
lowest mean average score. Given that this is a form of mandatory disclosure, this is
disappointing. However, the finding may simply indicate that this type of disclosure 1s
not useful. The relative lack of importance attached to donations to environmental
charities, environmental benefits and opportunities, and government environmental taxes

and charges was emphasised by the Wilcoxon tests (appendix D, table 6, part A).
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Table 6.6: Descriptive Statistics
Corporate Environmental Financial Information

N Mean S.D. P: 1 P:3

Part A: Financial Disclosure

1. Environmental liabilities. 81 257 0.63 74 642
2. Environmental fines and negotiated settlements. 84 2.52 0.59 4.8 57.1
3. Environmental spending. 83 2.49 0.61 6.0 55.4
4. Government environmental taxes and charges. 82 240 0.66 9.8 50.0
5. Environmental benefits and opportunities. 80 226  0.63 10,0 363
6. Donations to environmental charities. 83 2.07 0.68 193 26.5

Part B: Quantitative Disclosure

1. Environmental liabilities. 78 241 0.67 10.3 513
2. Environmental benefits and opportunities. 76 238  0.65 92 474
3. Environmental fines and negotiated settlements. 77 236  0.63 78 442
4. Environmental spending. 77 235 0.64 9.1 442
5. Government environmental taxes and charges. 76 2.18  0.67 14.5 32.9
6. Donations to environmental charities. 77 2.13 0.71 19.5 325

Part C: Qualitative Disclosure

1. Environmental habilities. 71 2.18 0.74 19.7 38.0
2. Environmental fines and negotiated settlements. 70 2.11 0.77 243 35.7
3. Environmental benefits and opportunities. 73 208 070 20.5 2838
4. Environmental spending. 73 208 072 219  30.1
5. Government environmental taxes and charges. 70 1.97 0.76 30.0 27.1
6. Donations to environmental charities. 72 1.76  0.70 38.9 153
7. None of the above = 2 Non-response = 4

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the.percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the

frequency of response for 3 (Always).
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On a quantitative basis, the descriptive statistics (table 6.6, part B) showed that
environmental liabilities (proposition (1); mean = 2.41) received the highest mean score.
The lowest mean average score was allotted to donations to environmental charities
(proposition (6); mean = 2.13). Again, the respondents attached significantly less
importance to donations to environmental charities and government environmental taxes

and charges (see appendix D, table 6, part B).

On a qualitative basis, the descriptive statistics (table 6.6, part C) indicated that
environmental liabilities (proposition (1); mean = 2.18) received the highest mean
average score. The lowest mean score was given to donations to environmental charities
(proposition (6); mean = 1.76). The respondents again allotted significantly lower scores

to this item than to the other propositions (see appendix D, table 6, part C).

The inter-disclosure comparisons (see Wilcoxon tests, appendix D, table 6, part D)
showed that qualitative disclosure is considered less useful than either financial, or
quantitative disclosure. However, the respondents seemed unable to discriminate between
financial and quantitative disclosure. To summarise, the findings have shown that
disclosure of environmental liabilities, is perceived as useful by the normative group.
However, donations to environmental charities are regarded as much less useful, as
supported by the Wilcoxon results. The inter-disclosure comparisons indicate that in the
majority of cases, financial disclosure is significantly preferable to quantitative
disclosure, and that in all cases, quantitative disclosure is preferable to qualitative. This

provides some evidence for disclosure of at least some of the propositions on other

than/as well as the traditional financial basis.
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(vii) Corporate Environmental Management Information

The respondents were asked to rate the usefulness of environmental management
information to interested parties (see section 3.4(ii)) by indicating the necessary
frequency of disclosure of each of the three types of disclosure - financial, quantitative
and qualitative. They were required to select a score from 1 (Never) to 3 (Always). On
a financial basis the descriptive statistics (table 6.7, part A) revealed that compliance
with legislation (proposition (1); mean = 2.37) received the highest mean average score.
Less useful environmental management information was accident and emergency
response (proposition (11); mean = 2.06) and environmental integration of business
(proposition (10); mean = 2.08). Compliance with legislation 1s considered significantly

more useful than several of the other suggested propositions (appendix D, table 7, part

A).

On a quantitative basis the descriptive statistics (table 6.7, part B) showed that four
propositions are seen as very useful to interested parties. These are: compliance with
legislation (proposition (1); mean = 2.64); environmental impact assessment (proposition
(2); mean = 2.53); setting measurable environmental targets and objectives (proposition
(3); mean = 2.52) and; health and safety (proposition (4); mean = 2.43). For all these
propositions, more than 50% of the respondents reported a score of 3, whereas less than
10% indicated a score of 1. The lowest mean score was allotted to environmental
integration of business (proposition (11); mean = 2.18). Again, the Wilcoxon results
(appendix D, table 7, part B) showed that compliance with legislation is regarded as

significantly more useful than the majority of propositions.
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Table 6.7: Descriptive Statistics
Corporate Environmental Management Information

N Mean S.D. P: 1 P: 3
Part A: Financial Disclosure
1. Compliance with legislation. 74 237 075 162 327
2. Setting measurable environmental targets and 75 228 0.67 12.0 40.0
objectives.
3. Environmental impact assessment. 75 227 0.70 14.7 413
4. Land contamination and remediation. 77 226 072 156 416
5. Environmental management system. 75 2.19 0.65 133 320
6. Hazard assessment. 75 2.13 0.70 18.7 32.0
7. Compliance with industry standards. 73 2.12 0.73 20.5 329
8. Risk assessment. 74 2.11 0.73 216 324
9. Health and safety. 73 2.10 0.71 20.5 30.1
10. Environmental integration of business. 74 208 0.72 216 297
11. Accident and emergency response. 72 206 071 222 278
Part B: Quantitative Disclosure
1. Compliance with legislation. 83 264 076 48 687
2. Environmental impact assessment. 80 2.53 0.62 6.3 58.8
3. Setting measurable environmental targets and 82 252 061 6.1 58.5
objectives.

4. Health and safety. 81 243 0.67 99 531
5. Risk assessment. 79 241 0.71 12.7 532
6. Hazard assessment. 80 238 070 125 500
7. Environmental management system. 79 233 0.6l 7.6 405
8. Accident and emergency response. 78 230 065 103 397
9. Land contamination and remediation. 82 229  0.64 98 390
10. Compliance with industry standards. 80 228 066 113 388
11. Environmental integration of business. 78 2.18 0.64 12.8 308
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Table 6.7 continued

N Mean S.D. P:1 P:3

Part C: Qualitative Disclosure

1. Compliance with legislation. 76 2.51 0.77 17.1 68 4
2. Environmental impact assessment. 82 2.43 0.67 9.8 52.4
3. Setting measurable environmental targets and 78 231 0.71 14.1 449
objectives.

4. Hazard assessment. 80 229  0.78 200 488
5. Risk assessment. 77 227 0.81 221 494
6. Environmental management system. 81 226  0.67 12.3 383
7. Health and safety. 81 226  0.76 185 444
8. Accident and emergency response. 78 224 071 154 397
9. Compliance with industry standards. 79 224 072 165 405
10. Land contamination and remediation. 79 2.18 0.73 19.0 36.7
11. Environmental integration of business. 80 2.14 0.63 13.8 275
12. None of the above = 4 Non-response = 4
13. Others:

(1) This is mostly for internal use only.

(11) Depends very much on the interested parties, e.g. regulators, staff will require more
detailed information than public, customers.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).

On a qualitative basis, the descriptive statistics (table 6.7, part C) revealed that
compliance with legislation (proposition (1); mean = 2.51) and environmental impact
assessment (proposition (2); mean = 2.43) are perceived as useful management
information which should be frequently disclosed. The lowest mean average score was
allotted to environmental integration of business (proposition (11); mean = 2.14). Again,
compliance with legislation is preferred to most of the proposed items of management

information (see appendix D, table 7, part C).
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The inter-disclosure comparisons (see appendix D, table 7, part D) showed that in
several cases, quantitative disclosure is perceived as significantly more useful than
financial disclosure. In summary, compliance with legislation and environmental impact
assessment, are perceived as useful disclosure by the respondents, as confirmed by the
Wilcoxon results. However, environmental integration of business is perceived as less
useful. Inter-disclosure comparisons suggest that there is preference for quantitative
disclosure over financial for some of the information. These findings again suggest that
a "compliance with standards report" (see Gray et al., 1987a; 1987b, and; 1996a) would
represent useful disclosure. Also, the United Nations (UNEP, 1994 and 1996a) suggest

that disclosure of environmental impact assessment would be useful to interested parties.

6.2.2 Attitudes Towards Corporate Environmental Reporting

This section of the enquiry examines the attitudes of the normative group towards
environmental reports and reporting, and is divided into two parts: the assessment of
environmental incident and their reporting, and; the time period and communication of

corporate environmental reporting.

(i) Assessing and Reporting Environmental Incidents

In relation to which agents would be best suited to reporting and/or assessing
environmental incidents (see section 3.4 (iii)). The respondents were required to state
which agents should assess and/or report environmental incidents, using a scale of 1
(Never) to 3 (Always). With respect to the assessment of environmental incidents, the

descriptive statistics (table 6.8, part A) revealed that company employees (proposition
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Table 6.8: Descriptive Statistics
Assessing and Reporting Environmental Incidents

N Mean S.D. P:1 P:3

Part A: Assess Impact

1. Company employees. 86 236 0.70 128 488
2. Local Authority. 83 217 058 96 265
3. Quango eg. National Rivers Authonty. 84 2.00 0.49 11.9 11.9
4. Independent consultants. 85 1.97 036 8.2 4.7
5. Local Authority and Independent consultants. 80 1.94 0.40 11.3 5.0
6. The Department of the Environment. 82 1.87 0.54 22.0 8.5
7. The Department of Agriculture. 80 1.84 0.49 213 5.0
8. Central Government. 81 1.63 0.49 37.0 0.0
9. The Department of Trade and Industry. 80 1.61 0.49 38.8 0.0

Part B: Report Impact

1. Company employees. 86 2.40 0.72 14.0 53.5
2. Local Authority. 80 214 0.55 88 225
3. Quango eg. National Rivers Authority. 82 209 057 122 207
4. The Department of the Environment. 79 1.99 057 16.5 15.2
5. Local Authority and Independent consultants. 81 1.95 0.50 14.8 9.9
6. The Department of Agriculture. 79 1.89 0.55 215 10.1
7. Independent consultants - paid by Company. 79 1.80 052 253 5.1
8. Central Government. 79 1.72 0.60 354 7.6
9. The Department of Trade and Industry. 78 1.65 0.55 385 38

10. None of the above = 5 Non-response = 3

11. Others:

(i) Forestry Authorty.

(ii) Impossible to generalise - depends on company expertise and nature of impact. The duties
of regulators are already defined by law.

(iii) Company Management / Directors.

(iv) This will depend on the nature of the incident. There should be a system in place that
ensures that any incident is followed up 1n an appropriate manner.

(v) It depends on the nature and scale of the incident. Similar comment made 4 times.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the.perc‘entage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).
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(1); mean = 2.36) are considered important agents in assessment. However, both the
Department of Trade and Industry (proposition (9); mean = 1.61) and central government
(proposition (8); mean = 1.63) are perceived as inappropriate agents for the assessment
of environmental incidents. There was extensive rejection of the null hypothesis for the
Wilcoxon tests (61% of pairwise cases, see appendix D, table 8, part A) which indicated
that company employees are significantly more important as assessors of the impact of
environmental incidents, than most of the other proposed agents, whereas the Department

of Trade and Industry, and central government, are considered relatively less important.

With respect to the agents who should report the impact of environmental incidents, the
descriptive statistics (table 6.8, part B) showed that company employees (proposition (1);
mean = 2.40) are considered important reporters of the information. The Department of
Trade and Industry (proposition (9); mean = 1.65) received the lowest mean average
score. Again, strong rejection of the null hypothesis in Wilcoxon tests (appendix D, table
8, part B) showed that company employees are perceived as significantly more important
as reporters of the impact of environmental incidents, than any of the other proposed

agents, whereas the Department of Trade and Industry is viewed as far less important.

Assessing and reporting roles were compared for each proposition (see appendix D, table
8, part C). Only in one case did a significant statistic indicate preference, in that
environmental consultants are seen as more appropriate for reporting, than assessing, the
impact of an environmental incident (note that nearly 50% of this sample 1s made up of
environmental consultants). To summarise, the findings for this part of the enquiry
indicate that company employees are the most appropriate agents to assess and/or report

environmental incidents, as confirmed by the Wilcoxon tests. This supports the Ceres
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Principles (CERES, 1992). As agents, employees would, it seems, have a bias in this
area. Central Government and the Department of Trade and Industry are firmly rejected
for both assessment and reporting. Wilcoxon tests comparing each agent as to their

fitness for reporting or assessing, indicated that independent consultants should report

rather than assess.

(ii) Time Period and Communication of Corporate Environmental Reporting

The respondents were asked to indicate their views on nine combinations of time period
and instruments which could be used for corporate environmental disclosure (see section
3.4(1v)), using a scale of 1 (Never) to 3 (Always). The descriptive statistics (see table
6.9) showed that environmental information communicated within the published
company annual report (proposition (1); mean = 2.57) i1s perceived as the most
appropriate combination of time period and disclosure instrument. These findings are
consistent with Harte and Owen (1992), Gray et al. (1995), Hines (1988), the European
Federation of Financial Analysts (EFFAS, 1994), and Touche Ross (1990). A stand
alone published environmental company report on an annual basis (proposition (2); mean

= 2.35) 1s also seen as appropriate for disclosure.

The time period and communication of corporate environmental disclosure receiving the
lowest mean average score was an annual stand alone published company environmental
report plus an interim environmental statement every 3 months (proposition (9);, mean
= 1.54). Of the respondents, 52.1% reported a score of 1, as opposed to 5.6% who

recorded a score of 3. This finding suggests that information overload 1s a distinct

problem.
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Table 6.9: Descriptive Statistics
Time Period and Communication of Corporate Environmental Reporting

N Mean S.D. P: 1 P:3

1. Environmental information within the published 85 257 052 12 576
Company annual report.

2. Stand alone published environmental company report 82 235 071 134 4838
annually.

3. Environmental information within the published 82 206 065 183 244
Company annual report plus the half yearly Interim
statement.

4. Specially published Company environmental report at 82 202 057 14.6 17.1
company's discretion.

5. Press release at company's discretion. 82 199 058 17.1 15.9

6. Annual stand alone published Company environmental 78 1.76  0.63 34.6 10.3
report plus an Interim environmental statement every 6
months.

7. Stand alone published environmental company report 69 1.65 059 40.6 58
every 6 months.

8. Stand alone published environmental company report 66 1.61 0.61 45.5 6.1
every 3 months.

9. Annual stand alone published Company environmental 71 1.54 061 52.1 5.6
report plus an Interim environmental statement every 3

months.
10. None of the above = 1 Non-response =
11. Others:

(i) Recommend site environmental reports for employees / communities annually and
environmental corporate report either within or 1n addition to the annual company report -
depending on size of the company.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).

There is further evidence for the problems of information overload in that the
respondents attached significantly less importance to the stand alone published company
environmental report plus an interim environmental statement every 3 months. These
findings support the idea that the respondents prefer corporate environmental disclosure

on an annual basis. The choice of disclosure instrument is flexible, in that either

340



inclusion in the annual report and/or a separate environmental report, is considered the
most useful approach to disclosing information. These results support the survey of
current corporate environmental reporting practice in section 3.3.1, and are reflected in
the views of the Advisory Committee on Business and the Environment (ACBE, 1996a).
Statistical comparisons show that environmental information within the published
company annual report, and a stand alone published company environmental report on
an annual basis, are considered significantly more useful to interested parties than the

other proposed combinations (see appendix D, table 9).

As the respondents demonstrated such varying preferences for the time period and
communication of corporate environmental disclosure, a factor analysis is useful in
identifying any underlying groups representing relationships between the propositions.'
The analysis will construct a small number of factors which convey a large proportion
of the information present in the total number of variables (Jaeger, 1990). The results
(see table 6.10) show that the nine time periods and communication propositions load
onto three factors, which account for 75.0% of the variation in the data. An analysis of

the factor loadings reveals that they seem to represent the following:

(i)  the preferred environmental reporting time period and communication (propositions
(1), (2) and (3)) (note that SSAP18, Accounting for Contingencies, could result in
interim reporting for environmental contingencies).

(1) reporting at companies' discretion (propositions (4) and (5)).

(iii) reporting which is too frequent (propositions (6), (7) (8) and (9)).

! The factor analysis method of data reduction allows a parsimonious representation of the infqrmatlon
to be attained. In this case, a varimax orthogonal rotation was used, and all the factors displayed

eigenvalues greater than 1.
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Table 6.10: Factor Matrix: Varimax Orthogonal Rotation
Time Period and Communication of Corporate Environmental Reporting

Factor

1. Environmental information within the published 0.7154
Company annual report.

2. Stand alone published environmental company report 0.7348
annually.

3. Environmental information within the published 0.7744

Company annual report plus the half yearly Interim
statement.

4. Specially published Company environmental report at 0.8397
company s discretion.

5. Press release at company's discretion. 0.8800

6. Annual stand alone published Company environmental  0.6001
report plus an Interim environmental statement every 6
months.

7. Stand alone published environmental company report  0.8500
every 6 months.

8. Stand alone published environmental company report  0.8732
every 3 months.

9. Annual stand alone published Company environmental  0.8356
report plus an Interim environmental statement every 3
months.

Cumulative Percentage of Variance Explained 45.7 61.1 75.0

Only the largest factor loadings are shown for each variable.

The factors seem to represent a ranking of preferences for time period and
communication of environmental disclosure. Factor (i), is consistent with the
recommendations of the Advisory Committee on Business and the Environment (ACBE
1996a and 1996b). Factor (ii) is essential for disclosure between periods. Factor (i)
concerns disclosure which is more frequent, again suggesting that too frequent disclosure
is not useful. All these findings, considered together, would suggest that current

corporate environmental disclosure, with regard to timing and communication, conforms
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with a priori predictions of the normative group of respondents and with the status quo.

Too frequent disclosure would perhaps lead to information overload.

6.2.3 Attitudes Towards the Current Framework for Corporate Environmental

Disclosure

This section of the enquiry considers the attitudes of the normative group towards

current disclosure practice.

(i) Users of Corporate Environmental Disclosure

Using a scale of 1 (Not Important) to 5 (Very Important), the respondents to the
questionnaire were asked to indicate their views on 17 possible user groups of corporate
environmental disclosure (see section 3.4(v)). From the descriptive statistics (table 6.11),
the respondents selected legislators and regulators (proposition (1); mean = 4.23) as an
important audience for corporate environmental disclosure. Other groups of users who
were seen to make use of environmental information are: local communities (proposition
(2); mean = 4.18) (important for the concept of transparency, see Gray, 1992 and Gray
et al., 1993); employees (proposition (3); mean = 4.17); customers (proposition (5);
mean = 3.97) and; insurance companies (proposition (6); mean = 3.95). For all of these,
more than 70% of the respondents reported a score 4 or 5, whereas less than 10% of the
respondents indicated a score of 1 or 2. The proposition with the lowest mean average
score was industry associations (proposition (17); mean = 3.09). The descriptive statistics
suggest that all 17 user groups are important. The respondents showed strong preferences

among user groups (see Wilcoxon results, appendix D, table 10), for legislators and
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Table 6.11: Descriptive Statistics
Users of Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. Legislators and regulators. 86 423 1.05 58 768
2. Local communities. 87 418 093 46 770
3. Employees. 8 417 108 70 709
4. Shareholders. 86 407 104 128 756
5. Customers. 87 397 093 46 713
6. Insurance companies. 86 3.95 0.97 7.0 72.1
7. Ethical investors. 85 3.86 1.30 165 624
8. Environmental groups. 87 3.84 1.04 11.5 59.7
9. Quangos eg. National Rivers Authority. 83 3.82 1.12 108 638
10. Local government. 87 3.74 1.12 126 609
11. Potential investors. 86 3.71 1.22 15.1 55.8
12. Banks. 86 3.69 1.12 15.1 58.2
13. Media. 87 3.56 1.09 16.1 52.9
14. Suppliers. 87 3.37 1.10 207 437
15. Stock market. 86 3.34 1.29 256 48.8
16. Central government. 87 3.18 1.18 29.9 37.9
17. Industry associations. 86 3.09 1.07 29.1 325
18. Others:

(i) Depends on individual circumstances.
(i1) Scientific Community.

(iii) For anyone who wants it

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Not Important, 3 = Important, and 5 = Very Important. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Not Important) and 2.
P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5 (Very
Important).
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regulators, and local communities, which are perceived as relatively more important
users of environmental disclosure than most of the other proposed users. Industry

associations, and central government, are considered relatively unimportant.

Factor analysis (table 6.12), was performed which showed that the propositions loaded
onto four factors.” The association between the 17 user groups accounted for 73.3% of
the variation in the data. The analysis indicated that there were several general attitude

groups :

(1)  financial stakeholder audience (propositions (6), (7), (11), (12), and (15))
(1) primary stakeholder audience (propositions (2), (3), (4), (5), and (14))
(1) government and regulatory audience (propositions (1), (9), (10), and (16))

(iv) public relations audience (propositions (8), (3) and (17)).

Some of these groupings coincide with the frameworks discussed in section 3.4(v).
Factor (1), a financial audience, is not new, but note how shareholders are not included
as they can be perceived as a slightly different audience, as their position may be
comparable to those in factor (i1). Gray et al. (1987a) cites the user groups in corporate
social reporting as the local communities, employees, consumers/clients. This 1s very
similar to factor (ii), the primary stakeholder audience, especially if it is accepted that
shareholders may have an interest in social issues. Note that factor (ii1) isolates the
government as a major group, as do the frameworks discussed above. A group which

has received much attention, is factor (iv), a public relations audience (see Welford and

? Again, a varimax orthogonal rotation was used and the eigenvalues were not less than 1 for any ot

the factors.
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Table 6.12: Factor Matrix: Varimax Orthogonal Rotation
Users of Corporate Environmental Disclosure

Factor

1. Legislators and regulators. 0.8025

2. Local communities. 0.5895

3. Employees. 0.5684

4 Shareholders. 0.7074

5. Customers. 0.8141

6. Insurance companies. 0.8677

7. Ethical investors. 0.6459

8. Environmental groups. 0.7887
9. Quangos eg. National Rivers Authority. 0.8024
10. Local government. 0.8799
11. Potential investors. 0.7327
12. Banks. 0.8589
13. Media. 0.8407
14. Suppliers. 0.8020
15. Stock market. 0.8091
16. Central government. 0.7221

17. Industry associations. 0.6734

Cumulative Percentage of Variance Explained 443 56.5 66.6 733

Only the largest factor loadings are shown for each variable.

Gouldson, 1993). As discussed in section 3.4(i), Benston (1982a) and Rockness (1985)
suggest that corporate social reporting is perhaps no more than a public relations
exercise. The Advisory Committee on Business and the Environment (ACBE, 1996a) has

made the same assertions to corporate environmental reporting. The factor analysis

provides some support for their views.
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The findings confirm that the audience for corporate environmental information is
greater than that for financial reporting. The "Business Strategy for Sustainable
Development" report (IISD, 1992) has suggested the notion of traditional stakeholders
and emerging stakeholders. The results from this analysis would seem to confirm their
views. The interesting aspect is that financial stakeholders do not take precedence over
the emerging stakeholders, as the Wilcoxon results revealed. The combination of these
results with those of the factor analysis would suggest that a primary group of users
exists, factor (i1), with other groups, factor (i), (iii), and (iv), also being important, but

to a relatively lesser degree.

(i) Bearing the Cost of Corporate Environmental Disclosure

The respondents were required to indicate their level of agreement with four suggestions
for cost allocation (see section 3.4(v1)) by selecting a score from 1 (Strongly Disagree)
to 5 (Strongly Agree). The descriptive statistics (see table 6.13) revealed that
respondents strongly agree that the company should absorb the full cost of environmental
disclosure (proposition (1); mean = 4.36). Of the respondents, 83.7% indicated a score
of 4 or 5, as opposed to only 3.5% who reported a score of 1 or 2. This is consistent
with financial reporting. Furthermore, the proposition receiving the lowest mean average
score was the government via a system of company tax credits (proposition (4); mean
=2.31). This is a disappointing result,’ as such a system might have gone some way to
encouraging voluntary corporate environmental disclosure. The respondents showed a

preference for the company absorbing the full cost (see appendix D, table 11).

3 An alternative view may be that this is not disappointing, in that companies may produce a lot of

"meaningless drivel" simply to gain tax credits.
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Table 6.13: Descriptive Statistics
Bearing the Cost of Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. The company should absorb the full cost. 86 4.36 0.84 35 83.7

2. There should be an allocation of cost between the 82 2.70 1.21 39.0 244
company and interested party.

3. The interested party should pay. 80 244 1.11 475 16.3

4. The Government via a system of company tax credits. 80 231 1.41 575 251

5. Others:

(1) Depends on who the interested party is.
(1) Customers 1n a supply chain when demanding disclosure.

(111) Depends on the company (size, resources, profit) type, detail and amount of information
requested, who the interested party is.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

The indisputable conclusion is that the company should absorb the full cost of corporate
environmental disclosure as is the case for financial reporting. This supports much of
the literature cited in section 3.4(vi) and more importantly agrees with the views of the
Advisory Committee on Business and the Environment (ACBE, 1996a and 1996b) who
are the leading body advising the government on environmental reporting. However, a
major concern is that companies may only produce reports which are to their commercial

advantage. Benston (1982a, and 1982b) suggests that this 1s the only reason companies

report socially.
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(iii) Possible Qualitative Characteristics of Corporate Environmental Disclosure

This section considers the suitability of applying these qualitative characteristics to
another area of corporate disclosure, namely, that of the environment (see section
3.4(vi1)). The respondents were asked to rate each of these characteristics using a scale
of 1 (Not Important) to 5 (Very Important). The descriptive statistics (see table 6.14)
revealed that all the qualitative characteristics are of at least some importance to the
respondents. Those of particular note are: a true and fair view® (proposition (1); mean
= 4.55); understandability (proposition (2); mean = 4.53); relevance (proposition (3);
mean = 4.51), reliability (proposition (5); mean = 4.36) and; freedom from error
(proposition (6); mean = 4.31). For all of these propositions, over 80% of the
respondents reported a score of 4 or 5, whereas none of them reported a score of 1 or
2. The proposition receiving the lowest mean vote was prudence (proposition (18); mean
= 3.59). However, 51.3% of the respondents reported a score of 4 or 5 even for this
proposition. A true and fair view, understandability, relevance, faithful representation,
and reliability were shown to be significantly more important than the majority of
qualitative characteristics from the Wilcoxon tests (see appendix D, table 12). This 1s
consistent with the literature discussed in section 3.4(vii). The results also confirm that
some characteristics, such as prudence and predictive value are relatively less important

for environmental reporting.

As the respondents showed such differing preferences for the possible qualitative
characteristics of corporate environmental disclosure, a factor analysis was used to

identify any underlying groups which may represent relationships between the

* Technically, this is not a qualitative characteristic, see for example, IASC (1989) and ASB (1995a).
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Table 6.14: Descriptive Statistics
Possible Qualitative Characteristics of Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. A true and fair view. ]3 455 063 0.0 97 8
2. Understandability. ]8 453 0.76 0.0 84 1
3. Relevance. 87 4.51 0.73 00 862
4. Faithful Representation. 84 4.43 0.77 12 85 7
5. Rehability. 84 436 0.79 00 810
6. Freedom trom error. 84 431 0.73 00 845
7. Consistency. 84 4.19 0.78 1.2 79.3
8. Valid description. 85 4.17 0.84 1.2 741
9. Substance Over Form 82 4.12 1.01 4.9 75.6
10. Neutrality. 83 3.96 1.10 96 687
11. Completeness. 83 3.88 0.83 36 663
12. Corresponding information for the previous period. 85 384 0381 12 600
13. Confirmation of information. 84 3.83 1.06 9.5 60.7
14. Timeliness. 83 3.76 0.92 6.0 55.4
15. Comparability. 85 3.68 1.01 9.4 57.6
16. Matenality. 75 3.65 1.03 80 480
17. Predictive value. 86 3.63 0.95 93 55.8
18. Prudence. 80 3.59 1.08 11.3 513
19. Others:

(1) 1 don't think these are realistically achievable at present

(i1) Independent verification

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Not Important, 3 = Important, and 5 = Very Important. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Not Important) and 2.
P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5 (Very
Important).
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characteristics.” The results (table 6.15) show that the 18 qualitative characteristics load

onto three factors. The factors accounted for 69% of the variation in the data The

factors appear to represent the following

() pnmary qualitative characteristics of a conceptual framework for corporate
environmental reporting (propositions (2), (3), (4), (5), (6), and (8));

(1) secondary qualitative characteristics of a conceptual framework for corporate
environmental reporting (propositions (9), (10), (11), (13), (15), (16), (17), and
(18)) and;

(1) primary qualitative characteristics for a true and fair view (propositions (1), (7),

(12), and (14)).

Factor (1), primary qualitative characteristics, indicates that the user should be interested
in reliable information, as this factor includes three characteristics which are associated
with reliability. Factor (i1), secondary qualitative characteristics, seems to contain
qualitative characteristics which are deemed relatively less important. Factor (i),
primary qualitative characteristics for a true and fair view, contains the qualitative
characteristics which seem to represent to the respondents the main ingredients of a true

and fair view.

In summary, the findings indicate that all the possible qualitative characteristics are
important to this group of respondents. The respondents recorded very high scores and

the percentage ratings for four or five were in the region of 50% or above. The

5 The factor analysis performed was the same as in previous cases. This methodology will be

appropriate for further factor analyses throughout the thesis.

351



Table 6.15: Factor Matrix: Varimax Orthogonal Rotation

Possible Qualitative Characteristics of Corporate Environmental Disclosure

Factor
1 2 3
1. A true and fair view. 06775
2. Understandability. 08917
3. Relevance. 0.9016
4. Faithful Representation. 0.8296
5. Reliability. 0.7334
6. Freedom from error. 0.5728
7. Consistency. 0.6513
8. Valid description. 0.6233
9. Substance Over Form 0.6984
10. Neutrality. 0.7746
11. Completeness. 0.5694
12. Corresponding information for the previous period. 0.8556
13. Confirmation of information. 0.6031
14. Timeliness. 0.7-72
15. Comparability. 67430
16. Materality. 0.7575
17. Predictive value. 0.7623
18. Prudence. 0.7742
Cumulative Percentage of Variance Explained 479 60.9 69.0

Only the largest factor loadings are shown for each variable.
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(iv) Proposed Elements of a Conceptual Framework for Corporate Environmental

Reporting

This part of the enquiry investigates the possibility of using natural resources as the
elements of a conceptual framework for corporate environmental reporting (see section
3.4(vi1)). The respondents were asked to indicate their attitudes on a scale from 1
(Strongly Disagree) to 5 (Strongly Agree). The descriptive statistics (see table 6.16)
revealed that all four of the possible elements received high mean average scores, as
follows: air (proposition (1); mean = 4.65); water (proposition (2); mean = 4.63); land
(proposition (3); mean = 4.61) and; sound (proposition (4); mean = 4.13). For
propositions (1) to (3) more than 90% of the respondents reported a score of 4 or 5, as
opposed to none indicating a score of 1 or 2. These results emphasise the importance
of natural resources as a basis for recognition and measurement of environmental
disclosure. However, sound received significantly lower scores than the other elements
(see appendix D, table 13), although this must be considered in relation to consistently

high voting for all elements.

To summarise, the statistical analysis supports the view that the recognition and
measurement of natural resources, air, land and water, should be useful in environmental
disclosure. Their inclusion as proposed elements in a conceptual framework for corporate
environmental reporting from this group of respondents represents a solid basis from
which to proceed, supporting the views advocated by Ceres (CERES, 1992), Gray et al.
(1993), Hardin (1993), World Industry Council for the Environment (WICE, 1994), Ball

and Bell (1995), and the Eco-Management and Audit Scheme (see EAAR, March 1996b

and May 1996a).
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Table 6.16: Descriptive Statistics

Proposed Elements of a Conceptual Framework for Corporate Environmental
Reporting
N Mean S.D. P:1,2 P: 4,5

1. Arr 83 4.65 0.61 00 928
2. Water. 82 4.63 0.66 0.0 90.3
3. Land. 82 461 0.64 00 915
4. Sound. 82 413 091 37 719
5. Others:

(i)  Energy use / resources / conservation. Comment made 6 times.

(i) Waste Management / recycling. Comment made 6 times.

(i11) Visual impact. Comment made 3 times.

(iv) Resource use. Continuous improvement. Comment made 3 times.

(v) Dependent on company which may be most appropriate. Comment made 2 times.

(vi) Odour. Comment made 2 times.

(vii) Environment / Aesthetic (Visual impact on countryside).

(viii) Health and safety.

(ix) Impact on sustainable development.

Impact on climate change.

(x)  Social environment.

(xi) Wildlife / Archaeology / Community interest.

(xii) Nuisance, aesthetics

(xiii) Overview of existing position regardless of topic.

(xiv) Incidents and near misses

(xv) Radiation, energy, total environmental burden, habitat destruction/conservation, use of

non-renewable resources, waste recycling, waste to landfill, toxic waste, etc.
(xvi) Noise not sound

Company reporting and sire reporting should cover waste/resource management and risks

from hazards as well as ecological issues, including biodiversity sometimes.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Ag.ree. P: 1,2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5

(Strongly Agree).
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(v) Verification of Corporate Environmental Disclosure

This part of the survey considers the attitudes of the normative group towards whether
or not voluntary corporate environmental disclosure should be verified, and if it should,
who, according to the respondents, are the most appropriate agents for verification (see
section 3.4 (ix)). The respondents were asked to indicate their attitudes towards six
possible groups of verifiers and, whether or not they perceive verification as necessary.
They were asked for their extent of agreement with the seven propositions by selecting
ascore from 1 (Strongly Disagree) to 5 (Strongly Agree). The descriptive statistics (table
6.17) revealed that environmental consultants within their existing framework
(proposition (1); mean = 3.65) received strong support as verifiers of environmental
disclosure, supporting the European Union's Eco-Management and Audit Scheme. The
notion that verification is not necessary (proposition (7); mean = 1.59) received the
lowest mean average score, indicating strong disagreement. Furthermore, of the
respondents, 86.3% report a score of 1 or 2, whereas only 6.3% reported a score of 4
or 5, supporting the academic accounting literature. Another group which received very
low mean average scores as verifiers of environmental information were the accountants
within their existing framework (proposition (6); mean = 2.54). Wilcoxon tests (appendix
D, table 14) revealed that environmental consultants within their existing framework are
regarded significantly more important as verifiers of environmental information than
most of the others. There were significantly lower scores attributed to verification not

being necessary.

The findings would seem to confirm Adams' (1992) and Perks' (1993) views that

verification is required by users for the purpose of credibility. The most interesting
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Table 6.17: Descriptive Statistics
Verification of Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. Environmental consultants within their existing 85 3.65 1.06 129 612
framework.

2. A registered auditor of The Environmental Auditors' 82 322 1.14 19.5 342
registration Association.

3. Scientists within their existing framework. 83 3.11 1.32 30.1 44.5

4. Internal management team. 82 3.09 1.28 39.0 39.0

5. A new professional body that includes accountants, 81 2.88 1.22 37.0 259
scientists and environmental consultants.

6. Accountants within their existing framework. 81 2.54 1.31 46.9 29.6

7. Verification is not necessary. 80 1.59 1.00 86.3 6.3

8. Others:

(1) Depends on type of report. Professional institutes such as IEEM could play a role.
(11) Environmental consultants are scientists (or should be)

(i) Verification should be both internal then external with continuous feedback.

(1v) Accredited environmental verifiers w.r.t. EMAS.

(v) If the information 1s an environmental management system then obviously this is defined
for verification by a certification body.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a S5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

aspect for accountants is that the respondents do not perceive them as having the
credibility to verify (see Power, 1991 and Perks, 1993). However, the accountants do
wield "the bigger stick" (Berger and Luckmann, 1991), and the notion of one firm
verifying all public disclosure is enticing from a strategic and financial perspective for
companies. There is some concern that a small proportion of respondents are of the
opinion that verification is not necessary, which would seem to support the United

Nations (UNEP, 1994) view that verification does not guarantee credibility.
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(vi) Suggested Motives For Corporate Environmental Disclosure

This part of the enquiry ascertains attitudes of the normative group towards several
suggested motives for corporate environmental reporting (see section 3.4(i)). The
respondents were asked to report a score from 1 (Strongly Disagree) to 5 (Strongly
Agree) to indicate the extent of their agreement with the proposed motives for
environmental disclosure. The descriptive statistics (see table 6.18) showed that there are
four motives receiving strong agreement from the respondents. These were: to improve
the company's corporate image (proposition (1); mean = 4.35); to market the company
(proposition (2); mean = 4.11); to market company products (proposition (3); mean =
3.91) and; peer pressure from companies in the same industry (proposition (4); mean =
3.86). Of the respondents, well over 70% reported a score of 4 or 5, whereas less than
4% reported a score of 1 or 2, for all of these four motives. This finding would seem
to support market oriented disclosure, as suggested by Mathews (1987) and Gray et al.
(1995), as discussed in section 3.4(1). The motive which received the lowest mean
average score was "meeting the demand for environmental information" (proposition
(12); mean = 3.32). The motive of improving the company's corporate image was
preferred to all other motives (see Wilcoxon tests, appendix D, table 15) whereas the
motive of meeting the demand for environmental information gained considerably lower
scores from the respondents. This would suggest that the normative group's attitudes to

the motives for corporate environmental disclosure are primarily market-oriented and not

accountability-oriented.

To assess whether or not the respondents demonstrated varying preferences for these

propositions, a factor analysis was used to identify groups of propositions representing
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Table 6.18: Descriptive Statistics
Suggested Motives For Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. To improve the company's corporate image. 88 435 0064 00 909
2. To market the company. 89 411 0.71 2.2 843
3. To market company products. 89 3.91 0.86 34 7513
4. Peer pressure from companies in the same industry. 88 386 068 23 73.9
5. To comply with regulations. 88 3.86 1.09 12.5 694
6. Pressure from customers / consumers. 87 3.79 1.07 17.2 68.9
7. To attract investment. 89 3.64 1.05 15.7 629
8. As an acceptance of a change in society's ethics. 87 3.59 0.92 126 643
9. To acknowledge social responsibility. 89 3.54 0.98 16.9 59.6
10. As a result of company ethics. 88 3.42 1.03 159 478
11. As a form of political lobbying. 88 3.38 1.02 216 477
12. To meet the demand for environmental information. 87 3.32 1.03 20.7 46.0
13. Others:

(1) Demand can only be met in a commercial sense if it can be done profitably.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

relationships. The analysis constructed a small number of factors which convey a large
proportion of the information present in the total number of variables. The results (see
table 6.19) show that the motives load onto three factors, which account for 75.9% of
the variation in the data. An analysis of the factor loadings reveals that they seem to
represent the following:

(i) ethical motives (propositions (8), (9), (10) and (12)),

(11) courtier motives (propositions (7) and (11));

(ii1) public relations motives (propositions (1), (2) and (3));

(iv) regulation motive (proposition (5)), and,

(v) psychological, or pressure, motives (propositions (4) and (6)).
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Table 6.19: Factor Matrix: Varimax Orthogonal Rotation
Suggested Motives For Corporate Environmental Disclosure

Factor
1 2 3 4 5

1. To improve the company's corporate image. 0.8377

2. To market the company. 0.6764

3. To market company products. 0.5899

4. Peer pressure from companies in the same industry. 0.5877
5. To comply with regulations. 0.8796

6. Pressure from customers / consumers. 0.8940
7. To attract investment. 0.7438

8. As an acceptance of a change 1n society's ethics. 0.7973

9. To acknowledge social responsibility. 0.8073

10. As a result of company ethics. 0.8576
11. As a form of political lobbying. 0.7515
12. To meet the demand for environmental information. 0.5547

Cumulative Percentage of Variance Explained 24.0 45.5 56.9 67.4 75.9

Only the largest factor loadings are shown for each variable.

To summarise, the findings suggest that the attitude of the normative group is that
companies disclose for public relations purposes (see Cwen, 1992). The factor analysis
(factor (iii)) reveals that this is a major motivation for corporations. The main
accountability motive, "to meet the demand for environmental information", 1s perceived

as significantly less important by this group, with a score in the region of neutral.

(vii) Possible Reasons For the Inadequacy of Corporate Environmental Disclosure

This part of the enquiry considers why companies disclose so little environmental

disclosure (see section 3.4 (xii)). The respondents were asked to indicate the extent of
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their agreement with each motive by selecting a score from 1 (Strongly Disagree) to
(Strongly Agree). The descriptive statistics (table 6.20) indicated five motives which
attracted high scores from the respondents. These are: reluctance to report sensitive
information (proposition (1); mean = 4.18); general lack of awareness of environmental
issues (proposition (2); mean = 4.06); possible damage to company's reputation
(proposition (4); mean = 3.92); to avoid providing information to competitors
(proposition (5); mean = 3.82) and; to avoid providing incriminating information to
regulators (proposition (7); mean = 3.78). Of the respondents, over 60% reported a score
of 4 or 5 for all these five motives, whereas less than 10% indicated a score of 1 or 2.
The motive receiving the lowest mean average score was that users may not understand
the information (proposition (12); mean = 2.98). Reluctance to report sensitive
information attracted significantly more attention from the respondents than most of the
other motives (see appendix D, table 16), whereas users not understanding the
information, and the notion that companies generally believe they do not have an impact
on the environment, were shown to be significantly less important than the majority of

alternatives.

To assess whether or not the respondents demonstrate varying preferences for these
propositions, a factor analysis was used to identify groups of propositions representing
relationships. The analysis will construct a small number of factors which convey a large
proportion of the information present in the total number of variables. The results (see
table 6.21) show that the motives load onto five factors, which account for 74.3% of the

variation in the data. An analysis of the factor loadings reveals that they seem to

represent the following:
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Table 6.20: Descriptive Statistics
Possible Reasons For the Inadequacy of Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. Reluctance to report sensitive information. 87 4.18 0.77 23 82.7
2. General lack of awareness of environmental 1ssues. 86 4.06 0.93 5.8 75.6

3. There 1s no legal obligation for companies to report 87 4.01 1.21 10.3 73.6

environmentally .
4. Possible damage to companies' reputation. 86 392 088 47 733
5. To avoid providing information to competitors. 87 3.82 0.98 80 644
6. Cost of disclosure. 87 3.79 1.04 10.3 65.5
7. To avoid providing incriminating information to 87 3.78 1.06 92 632
regulators.
8. Inability to gather the information. 86 3.77 1.07 12.8 72.1
9. Lack of awareness of competitive advantage. 84 3.52 0.96 10.7 51.2
10. Insufficient response / feedback from stakeholders. 86 3.30 1.13 233 453
11. Companies generally believe they do not have an 87 2.79 1.28 494 299
impact on the environment.
12. Users may not understand the information. 86 2.98 1.25 36.0 37.2
13. Others:

(1) Corporate inertia.
(1) Benefit to environmental reporting in pound terms.

(111) Because the financial investment community do not press them enough!

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

(1)  incrimination (propositions (1), (4), (5) and (7));

(i) no reason to report (propositions (3), (9), and (10));

(ii1) misunderstanding of benefits to company and society (propositions (6), (8) and
(11));

(iv) lack of awareness of environmental issues (proposition (2)), and;

(v) users may not understand the information (proposition (12)).
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Table 6.21: Factor Matrix: Varimax Orthogonal Rotation
Possible Reasons for the Inadequacy of Corporate Environmental Disclosure

Factor

3

10.
11.

12.

Reluctance to report sensitive information.

General lack of awareness of environmental issues

There is no legal obligation for companies to report

environmentally.

Possible damage to companies' reputation.

To avoid providing information to competitors.
Cost of disclosure.

To avoid providing incriminating information to
regulators.

Inability to gather the information.

Lack of awareness of competitive advantage.

Insufficient response / feedback from stakeholders.

Companies generally believe they do not have an
impact on the environment.

Users may not understand the information.

0.7825

0.8074
0.7406

0.8288

0.7690

0.7626
0.7458

0.7678

0.6872

0.6407

0.9219

0.9351

Cumulative Percentage of Variance Explained

26.2

44.1

56.0

65.9

743

Only the largest factor loadings are shown for each variable.

The five factors in the factor analysis represent a consolidation of the views of the

normative group. Factor (i) would seem to support Ball and Bell (1995), factor (i1),

supports Benston (1982a) with an emphasis on a markets' perspective for disclosure.

Factor (iii) is very similar to the "legitimate" reasons forwarded by the World Industry

Council for the Environment (WICE, 1994) for excluding certain information from the

public domain. Factor (iv) is indicative of the approach taken by Gray et al. (1987a,

1993, and 1996a), of attempts to educate accountants about environmental issues. Lastly,

factor (v) provides some support for Gray's (1992) argument for transparency In

environmental reporting.
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To summanse, the findings indicate that the normative group's views towards the
inadequacy of corporate environmental disclosure centre on corporate secrecy
(incrimination, factor (1)) and the fact the companies have no reason to report (factor
(i1)). Of lesser importance is that users may not understand the information. The
literature discusses all these reasons, and the results provide a useful ranking. From a
policy point of view, the attitudes of the normative group would suggest that mandatory
disclosure will do little to educate managers or convince them to be less secretive. If the
normative groups' attitudes do represent reality, then mandatory disclosure will be likely
to follow the route of financial reporting with substance being subservient to form,
suggesting that a dual approach of legislation and education of corporate management

would be the most sensible way of producing useful, environmental disclosure.

(viii) Interested Party Access to Corporate Environmental Disclosure

This part of the enquiry addresses the issue of where the normative group believe the
most appropriate place is for interested parties to access environmental information (see
section 3.4(x)). The respondents were asked to indicate their views by selecting a score
from 1 (Strongly Disagree) to 5 (Strongly Agree). The descriptive statistics (table 6.22)
show that the place of access to interested parties in the opinion of the normative group,
receiving the highest mean average score, was company head office (proposition (1);
mean = 4.02). Of the respondents, 64.7% indicated a score of 4 or 5 as opposed to only
7.1% who reported a score of 1 or 2. The place of access receiving the lowest mean
average score was site/branch level access (proposition (4); mean = 1.99). Of the
respondents, 62.2% voted 1 or 2, whereas only 3.7% reported a score of 4 or 3.

Preferences among the propositions were revealed n the Wilcoxon statistics (appendix
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Table 6.22: Descriptive Statistics
Interested Party Access to Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. From company head office. 85 4.02 1.08 7.1 64.7

2. From company head office and at site / branch level. 83 3.92 1.23 13.3 68.7

3. From a central reference place where all company 84 3.55 1.36 202 559
environmental disclosure can be examined.

4. Only at site / branch level. 82 199 096 622 37

5. Others:

(1) Town Libraries. Comment made 3 times.

(1) Via local authority / statutory agency.

(i11) Entirely dependent on circumstances.

(iv) Public access points such as, community group centres.
(v) Computer databases.

(v1) Internet.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

D, table 17), with the proposition "only at site/branch level" being perceived as
significantly less appropriate than the other choices. To summarise, the normative
respondents' attitudes are that company head office, as well as other company outlets,
should hold environmental information for interested parties. This corresponds with

present practice.

(ix) Accountability, Decision-Making and Corporate Environmental Disclosure

This part of the enquiry investigates possible commonalities between financial and

environmental disclosure, on a very general basis (see section 3.4(xi)). The respondents
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Table 6.23 Descriptive Statistics
Accountability, Decision-Making and Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. Environmental disclosure that has been analysed 87 394 093 5.7 72.4
would be more useful for accountability and decision-
making purposes than raw data.

2. Interested parties require company environmental 86 3.69 0.87 4.7 547
disclosure for accountability and decision-making
purposes.

3. It would be useful for accountability and decision- 86 3.43 0.91 128 465
making purposes if companies disclosed
environmental target-setting information with respect
to a set classification.

4. Company environmental disclosure should be 86 3.43 1.32 26.7 534
regulated in the same way as accounting disclosure.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a S-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

were asked to report a score between 1 (Strongly Disagree) and 5 (Strongly Agree) for
the statements presented to them. The descriptive statistics (table 6.23) showed that
environmental disclosure that has been analysed would be more useful for accountability
and decision-making purposes than raw data (proposition (1); mean = 3.94) and that
interested parties require company environmental disclosure for accountability and
decision making purposes (proposition (2); mean = 3.69) received the highest mean
average scores. The proposition receiving the lowest mean average score was that
company environmental disclosure should be regulated in the same way as accounting
disclosure (proposition (4); mean = 3.43). In part, this result may be due to the

"expectations gap" (see Perks, 1993, and; EAAR, March, 1996b). Preferences may be

found in appendix D, table 18.
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To summarise, the results indicate that accountability and decision-usefulness can be
incorporated, as objectives in corporate environmental disclosure, Interestingly, some
type of summary of non-technical disclosure is probably more useful. This also
highlights the importance of verified qualitative disclosure. However, set classifications

and a regulatory framework, akin to financial reporting, are relatively less useful.

6.2.4 Further Points

At the end of the questionnaire, the respondents were asked to add any further comments
(see table 6.24). Comments (ix) and (x) support the conceptual framework approach.
Comment (vi1) would welcome more emphasis on comparison to previous periods
incorporated in the framework. Comments (xi) and (xii1) indicate the potential problem
with consolidation and the likelihood of creative environmental disclosure in this area.
Comments (iv), (v) and (xii) suggest that there are potential problems with a conceptual
framework approach if differences between industries and companies are not taken
adequately into account. Therefore, the framework needs to be not only dynamic, but
flexible. Comment (vi) suggests that the conceptual framework under investigation may
become bureaucratic and, in agreement with comment (i1), sees an element of
professional parasitism in environmental reporting. Comments (v) and (vii1) indicate that
the respondents are concerned that there may not be enough emphasis on stakeholder
consultation. Lastly, comment (v) highlights one of the limitations of using the mail
questionnaire methodology. Interestingly, all these points are covered in the literature.

The respondents have indicated what they consider to be the most important issues In

the questionnaire.
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Table 6.24: Further Points

Comments

(1) As we are an organisation and not a company a lot of questions were difficult in respect of an
accurate response. With many, it depends on the "greenness" of a company.

(i)  Given the cock-ups we have had with existing accounting standards, one shudders with horror

at the thought of that bunch pushing companies around and charging them for an
environmental audit.

(iii) My members grow Christmas Trees. It is important that people understand the benefits real
Christmas Trees are to the environment.

(iv) How would appropriate standards be observed so that all companies report from the same
baseline?

(v)  The requirements of different interested parties vary - as do company circumstances - so it is
not very meaningful to answer questions as generalised as those in this questionnaire.

(vi) The urgent task is to reduce not increase bureaucracy and parasitism.

(vii) Not enough emphasis on monitoring and comparison to previous period. There are basic
obstacles to moving forward such as lack of awareness.

(viii) Environmental information may be packaged and used in many different ways. The intended
use will determine the most suitable form of the information. Different uses will require
different forms of reporting. You need to be more specific about internal uses. Perhaps you
should have posted this questionnaire to some environmental scientists / environmental
managers in industry.

(ix) As your questionnaire indicates there is a need to measure and present performance over both
quantitative and qualitative issues. The latter can be measured with the use of assessment
questionnaires. This can be constructed with quantifiable issues to produce an overall summary
of performance which needs to be graphically reported. Also need for companies to consult
external shareholders to identify what they want to see reported on and the format in which
this is reported.

(x)  There needs to be a standardised format of disclosure. Environmental audit can mean many
different things to different individuals / companies.

(xi)  Collection of information at site level and consolidation/aggregation at corporate level can lead
to:
a) Quality problems;
b) "Spreading” of environmental burdens (which can be acute at one site locally) over many
sites.
Reported data should have an accuracy estimate.
Verification by auditors should always specify the extent of the verification.

(xii) Disclosure of information is complex, and should not be oversimplified. Reasongble, objective
and fair reporting is a useful way for an organisation to take a proactive pOSithl’l-. Howgyer,
differing companies need differing types of reporting to accurately reflect thexr.po.smon.
Environmental effects or impact are relative, and where matter are over guantl.tatn./e or
financially biased may result in misinterpretation. As far as possible compar‘ing like Wlth like 1s
important to ensure that we do not overburden smaller or less potentially environmental

damaging organisations with reporting needs.

(xiii) Holistic approach of the business and impact of other business practices "product chains”.
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6.3 Conclusion

The responses from the normative group have provided the first stage of the consensus
required to develop a conceptual framework for corporate environmental reporting. The
most important finding 1s that the respondents consider that the interested parties would
find a "compliance with standards report" most useful. This would seem to be a
consistent theme throughout this chapter, as wherever a proposition has been put
forward, suggesting legislation, it 1s supported with significant statistical results.
Furthermore, there 1s evidence to support disclosure on a financial, quantitative and
qualitative basis. Finally, there is support for a comprehensive framework for

environmental and financial reporting, sharing common characteristics.
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Chapter Seven
The Attitudes of the Interested Party Group towards a
Conceptual Framework for Corporate Environmental Reporting

"A true and fair view, is this accountant speak for a complete tissue of lies?"
Interested party respondent.

7.1 Introduction

This chapter reports and analyses the attitudes of the interested party sample group
towards a conceptual framework for corporate environmental reporting. Four prominent
references are used in interpreting the responses, discussed in section 3.3.3, namely: the
Ceres Report of Body Shop (Body Shop International, 1995); "Consulting the
Stakeholder: A Profile of IBM UK's Environmental Performance" (IBM, 1995);
"Engaging Stakeholders: 2. The Case Studies" (UNEP, 1996b), and; "Environmental
Reports and Disclosures: The Financial Analyst's View" (EFFAS, 1994). Each reference
indicates requirements of a sample group of interested parties. Further, each adopts a
unique approach to developing a systematic way for companies to disclose

environmental information.

The analysis, presentation, and structure of the questions in this chapter are consistent
with those in chapter six. Section 7.2 presents and analyses the attitude responses of the
interested party group at three levels: the usefulness of corporate environmental
information: attitudes towards corporate environmental reports and reporting, and; VIEWS

concerning the present framework for corporate environmental disclosure. The chapter

concludes in section 7.3.
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7.2 The Empirical Findings

7.2.1 Attitudes Towards Corporate Environmental Information, in Relation to

Financial, Quantitative and Qualitative Disclosure

The following section discusses the attitudes of the interested parties towards the

disclosure of useful corporate environmental information.

(i) The Usefulness of Corporate Environmental Information

In relation to the usefulness of corporate environmental information (see section 3.4(ii)),
the descriptive statistics (table 7.1, part A) on a financial basis showed that the
proposition receiving the highest mean average score was environmental policy
statement (proposition (1); mean = 2.34). This was closely followed by environmental
strategy statement (proposition (2); mean 2.33). The propositions with the lowest mean
average scores were product packaging (proposition (14); mean = 1.96) and product life
cycle design (proposition (15); mean = 1.96). Wilcoxon tests (see appendix E, table 1,
part A) showed that environmental policy statement is considered significantly more
useful than most of the other propositions. The results also emphasised the relative lack

of importance of product packaging.

On a quantitative basis, the descriptive statistics (table 7.1, part B) revealed that the
interested party group consider the most useful disclosure to be environmental policy
statement (proposition (1); mean = 2.44) and environmental strategy statement.
(proposition (2); mean = 2.43). This reflects the results for disclosure on a financial

basis. The respondents placed management responsibilities for the environment

370



Table 7.1: Descriptive Statistics
The Usefulness of Corporate Environmental Information

N Mean S.D. P: 1 P:3
Part A: Financial Disclosure

1. Environmental policy statement. 80 234 0.69 12.5 46.3
2. Environmental strategy statement. 80 2.33 0.74 16.3 48.8
3. Environmental audit. 82 298 069 134 415
4. Legal environmental compliance. 79 228 0.75 17.7 456
5. Research & Development and the environment. 81 2.19 0.71 17.3 358
6. Independently verified environmental disclosure. 80 2.18 0.78 225 40.0
7. Company environmental initiatives. 80 2.15 0.66 15.0 30.0
8. Environmental management system. 77 214 074 208 351
9. Environmental statement by company chairman. 81 2.12 0.73 21.0 333
10. Management responsibilities for the environment. 78 2.12 076  23.1 346
11. Context of company environmental disclosure. 76 2.08 0.71 211 28.9
12. Product impacts. 78 208 0.73 231 30.8
13. Environmental reporting policy. 79 2.05 0.70 215 26.6
14. Product packaging. 80 196 072 275 238
15. Product life cycle design. 77 1.96 0.72 273 234

Part B: Quantitative Disclosure
1. Environmental policy statement. 81 2.44 0.69 11.1 55.6
2. Environmental strategy statement. 83 243 0.68 108 542
3. Environmental audit. 86 240  0.67 10.5 500
4. Product impacts. 80 236 073 150 513
5. Company environmental initiatives. 82 235 0.67 11.0 463
6. Environmental reporting policy. 81 235 069 123 469
7. Independently verified environmental disclosure. 83 235 074 157 506
8. Legal environmental compliance. 82 235 074 159 512
9. Product life cycle design. 83 234 074 157 494
10. Research & Development and the environment. 82 233 067 11.0 439
11. Environmental management system. 81 2.30 0.73 16.0 457
12 Context of company environmental disclosure. 78 224 072 167  41.0
13. Environmental statement by company chairman. 79 2.20 0.79 228 43.0
14. Management responsibilities for the environment. 80 2.18 0.76 213 38.8
15. Product packaging. 81 2.11 0.74 222 33.3
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Table 7.1 continued

N Mean S.D. P: 1 P: 3

Part C: Qualitative Disclosure

1. Environmental policy statement. 83 2.52 0.69 108 627
2. Environmental audit. 82 244 069 110 549
3. Legal environmental compliance. 81 2.43 0.72 13,6 568
4. Independently verified environmental disclosure. 82 243 0.74 14.6 573
5. Management responsibilities for the environment. 82 242 0.75 15.9 573
6. Environmental strategy statement. 79 238 0.74 152 532
7. Company environmental initiatives. 83 237 068 108 482
8. Environmental reporting policy. 81 237 072 13.6 506
9. Product impacts. 77 2.36 0.74 156 519
10. Context of company environmental disclosure. 78 2.30 0.76 179 474
11. Environmental management system. 79 2.29 0.75 17.7 46.8
12. Product life cycle design. 81 2.25 078 21.0 457
13. Research & Development and the environment. 79 2.27 0.66 11.4 38.0
14. Environmental statement by company chairman. 81 217 080 247 420
15. Product packaging. 78 210 075 231 333
16. None of the above = 3 Non-response = 1
17. Others:

(1) Whilst the concept of independent environmental verification is attractive, I am conscious
of the fact that many small or medium enterprises, would find the cost of such an exercise
prohibitive

(1) Environmental breaches currently outstanding

(111) Financial estimates of achieving a sustainable eco-balance at some point in the future. Then
yearly disclosure of expenditure incurred in achieving targets.

(1v) Environmental purchasing policy
(v) Training for staff.

(v1) Sustainability, life cycle analysis and eco-balance.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the.percentaﬁe
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the

frequency of response for 3 (Always).
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(proposition (14); mean = 2.18) and product packaging (proposition (15); mean = 2.11)
as being of least use to them. Wilcoxon tests placed environmental policy statement as
significantly more useful than several other propositions (see appendix E, table 1, part

B). Again, product packaging was shown to be relatively less useful.

On a qualitative basis, the descriptive statistics (table 7.1, part C) revealed that the
respondents consider the most useful disclosure to be environmental policy statement
(proposition (1); mean = 2.52). Of the respondents, 62.7% reported a score of 3
(Always) whereas only 10.8% recorded a score of 1 (Never). Environmental audit
(proposition (2); mean = 2.44) is also judged important by the interested party group.
The proposition receiving the least support from the respondents was product packaging
(proposition (15); mean = 2.10). These results are consistent with the other two types
of disclosure discussed above. Statistical comparison of the information items (appendix
E, table 1, part C) again revealed the relative usefulness of environmental policy

statement, whereas product packaging was confirmed as being relatively less useful.

Inter-disclosure comparisons (see Wilcoxon results in appendix E, table 1, part D)
showed that disclosure on a quantitative or qualitative basis is preferred, by the
respondents, to financial disclosure for the majority of propositions. This is consistent

with the results in section 6.2.1(i) for the normative respondent group.

To summarise, environmental policy statement and environmental audit, appear to be of
most use to interested parties, as these consistently received high scores for all three
types of disclosure. Environmental strategy and policy are featured in IBM's

environmental performance indicators. Product packaging consistently received relatively
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lower scores (IBM, for example, does not emphasise this item). It is notable that
environmental policy statement, particularly on a qualitative basis, was also preferred by
the normative group. Overall, disclosure was preferred by the interested party group in
either the quantitative or qualitative form rather than financial, again a consistent result
with the normative group's responses. However, this does not necessarily indicate that
financial disclosure is not useful, but that it is only of lesser interest. Evidence was
available to support the United Nations (UNEP , 1996b) and Ceres (CERES, 1992) view

that quantitative disclosure is the preferred type.

(1) Corporate Environmental Resource Information

In relation to the interested parties's attitudes towards environmental resources (see
section 3.4(11)), on a financial basis, the descriptive statistics (see table 7.2, part A)
indicated that raw material used (proposition (1); mean = 2.05) is considered of most use
to the interested party group. Energy consumption (proposition (2); mean = 2.01) was
closely followed by water consumption (proposition (3); mean = 1.89). The Wilcoxon
statistics indicated no rejection of the null hypothesis that respondents could discriminate

between the propositions.

On a quantitative basis, the descriptive statistics (see table 7.2, part B) showed that the
proposition receiving the highest mean average score from the respondents, was raw
materials used (proposition (1); mean = 2.31). This was closely followed by energy
consumption (proposition (2); mean = 2.27). Water consumption (proposition (3); mean
= 2.14) received the lowest mean average score from the interested party group. Again,

there were no significant statistics for comparison of the propositions on this basis.
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Table: 7.2: Descriptive Statistics
Corporate Environmental Resource Information

N Mean S.D. P:1 P:3

Part A: Financial Disclosure

1. Raw materials used. 80 2.05 0.79 28.8 338
2. Energy consumption. 81 2.01 0.80 30.9 32.1
3. Water consumption. 81 1.89  0.81 383 272

Part B: Quantitative Disclosure

1. Raw materials used. 83 2.31 0.83 229 542
2. Energy consumption. 86 2.27 0.85 256 523
3. Water consumption. 85 2.14 0.83 282 42 .4

Part C: Qualitative Disclosure

1. Raw materials used. 82 226 084 256 512
2. Energy consumption. 84 224 086 274 512
3. Water consumption. 83 2.12 0.85 30.1 42.2
4. None of the above = 16 Non-response = 2

5. Others:

(1) Energy saved, fuel policy.
(11) Use annual reports.

(111) Emissions.

(1v) Transport, manpower.

(v) Full life cycle analysis and impacts.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the.percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).
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The descriptive statistics (table 7.2, part C) for disclosure on a qualitative basis, showed
that raw material used (proposition (1); mean = 2.26) 1s considered of most use by the
respondents, with energy consumption (proposition (2); mean = 2.24) a close second.
Finally, water consumption (proposition (3); mean = 2.12) is seen as the least useful by

the interested party group. The Wilcoxon tests again revealed no rejection of the null

hypothesis.

Inter-disclosure comparisons (see appendix E, table 2) showed that quantitative
disclosure is considered more useful than financial disclosure in all cases. Qualitative
disclosure was also shown to be of greater use than financial disclosure for water

consumption.

Overall the descriptive results for the three types of disclosure displayed a consensus.
However, no strong preferences were illustrated by the Wilcoxon tests, except in tests
comparing the disclosure types. These suggested that the interested party respondents
preferred quantitative over financial disclosure, confirming the United Nation's and
Ceres' views. This finding is consistent with the normative group's response, who also
preferred quantitative disclosure to financial (or qualitative). The stakeholder
requirements of IBM for input disclosure are consistent with these results as they require
disclosure on energy inputs and inputs to manufacturers. The approach which seems to
be misspecified is the European Federation of Financial Analysts' (EFFAS, 1994) as
energy disclosure is only required in relation to its polluting effects, as 1s water, which
is only disclosed in terms of discharges to it. There is no requirement for the disclosure

of raw materials or inputs into the commercial process. Overall, the findings indicate
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that interested parties would welcome disclosure of resource information on a

quantitative basis.

(iif) Corporate Environmental Risk Information

In relation to the usefulness of corporate environmental risk information (see section
3.4(11)), on a financial basis, the table of descriptive statistics (see table 7.3, part A)
revealed that environmental information that may cause financial failure (proposition (1);
mean = 2.43), as well as the risk of site contamination (proposition (2); mean = 2.34),
and financial information that could impose actual liability on a company's lender
(proposition (3); mean = 2.34), are all considered useful items of information. Further,
the risk of environmental influences on companies' markets (proposition (7); mean =
2.26) and the risk of non-compliance with legislation (proposition (6); mean = 2.26) are
seen as relatively unimportant sources of information for this respondent group.
Comparative tests (appendix E, table 3, part A) showed that respondents could not
generally rank the risk items. The only significant statistic indicated that the risk of
environmental influences on companies' markets is perceived as less useful than

environmental information that may cause financial failure.

For information reported on a quantitative basis, the descriptive statistics (table 7.3, part
B) revealed that the risk of site contamination (proposition (1); mean = 2.44) received
the highest mean average score from the respondents. Also, environmental information
that may cause financial failure (proposition (2); mean = 2.35) 1s seen as useful. At the
other end of the scale, the risk of environmental influences on companies' markets

(proposition (7); mean = 2.24) is seen as unimportant by the respondents, as is financial
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Table 7.3: Descriptive Statistics
Corporate Environmental Risk Information

markets.
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N Mean S.D. P: 1 P:3
Part A: Financial Disclosure

Environmental information that may cause financial 84 243 0.3 143 571
failure.
The risk of site contamination. 82 234  0.76 17.1 512
Financial information that could impose actual 83 234 0.9 193 530
liability on a company's lender.
Environmental information that may reduce financial 84 2.30 0.77 190 4838
performance.

. Environmental factors that could reduce the value of a 83 2.29 080 217 50.6
company's assets.
The risk of non-compliance with legislation. 82 226 077 195  45.1
The risk of environmental influences on companies'’ 82 226 073 17.1 42.7
markets.

Part B: Quantitative Disclosure

The risk of site contamination. 84 244 0.68 10.7 54.8
Environmental information that may cause financial 84 235 072 14.3 48.8
failure.
Environmental factors that could reduce the value of a 82 2.29 0.75 17.1 463
company's assets.
The risk of non-compliance with legislation. 82 228 071 146 427
Environmental information that may reduce financial 85 228 073 165 447
performance.
Financial information that could impose actual 82 226  0.73 17.1 427
liability on a company's lender.
The risk of environmental influences on companies’ 82 224 0.73 17.1 41.5



Table 7.3 continued

N Mean S.D. P: 1 P:3

Part C: Qualitative Disclosure

1. The risk of site contamination. 80 243 071 125 550

2. Environmental information that may cause financial 81 2.31 0.72 14.8 457
failure.

3. The risk of non-compliance with legislation. 79 227 073 165 430

4. Environmental factors that could reduce the value of a 79 2.25 0.74 17.7 43.0
company's assets.

5. Environmental information that may reduce financial 82 223 074 18.3 415
performance.

6. The risk of environmental influences on companies' 79 222 0.73 17.7 39.2
markets.

7. Financial information that could impose actual 79 220 072 17.7 38.0

liability on a company's lender.

8. None of the above = 5 Non-response = 0

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the percentage
rating for the frequency of response for 1 (Never). P. 3 represents the percentage rating for the
frequency of response for 3 (Always).

information that could impose actual liability on a company's lender (proposition (6);
mean = 2.26). The null hypothesis of the Wilcoxon test was accepted in all pairwise

cases.

On a qualitative basis, the descriptive statistics (table 7.3, part C) showed that the risk
of site contamination (proposition (1); mean = 2.23) is considered an extremely useful
source of information for the interested party respondents. Environmental information
that may cause financial failure (proposition (2); mean = 2.31) is also considered
important. Of lesser importance were financial information that could impose actual

liability on a company's lender (proposition (7); mean = 2.20) and the risk of
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environmental influences on companies' markets (proposition (6); mean = 2.22). Again,
the Wilcoxon results (see appendix E, table 3, part B) demonstrated little evidence of
respondents’ preferences, and the only significant finding was that the risk of

environmental influences on companies' markets is perceived as less useful, in this case,

than the nisk of site contamination.

Inter-disclosure comparisons (see appendix E, table 3, part C) revealed that in one case
(environmental information that may cause financial failure) financial disclosure is

considered significantly more useful than quantitative or qualitative disclosure.

Overall, environmental information which may cause financial failure, and the risk of
site contamination, are perceived as the most useful forms of corporate risk disclosure,
for all three types of disclosure, by the interested parties. This finding is consistent with
the results from the normative group. However, the risk of environmental influences on
companies' markets is regarded as unimportant. The inter-disclosure comparisons indicate
that financial, rather than quantitative or qualitative, disclosure is preferable, in one case.
This finding is, again, consistent with that for the normative sample. However, there is
a general lack of significant Wilcoxon results, which may indicate that, at present,
disclosure by all three types would be useful, for risk information, at least, until it could
be ascertained, which is preferred strongly. This interpretation of the results would seem
to indicate that specialist disclosure, such as that required by the European Federation
of Financial Analysts (EFFAS, 1994), may also be useful for interested parties generally.
The results also suggest that the approaches adopted by Ceres and IBM are 100 narrow.

Therefore, the approach taken by the United Nations (UNEP, 1994 and 1996a) of a
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balance between the disclosure types would present itself as a more fruitful way of

proceeding.

(iv) Quantifiable Corporate Environmental Information

In relation to the usefulness of alternative disclosure bases for information traditionally
disclosed on a quantitative basis (see section 3.4(ii)), the descriptive statistics for
quantifiable disclosure on a financial basis (table 7.4, part A) indicated that
environmental incidents (proposition (1); mean = 2.29) and local environmental impact
(proposition (2); mean = 2.24) are both perceived as useful sources of information for
the interested party group. However, raw material use (proposition (10); mean = 1.92)
and vehicle miles in relation to product (proposition (9); mean = 1.93) are considered
less useful by the respondents. Wilcoxon tests (see appendix E, table 4, part A) indicated
that raw material use 1s considered relatively unimportant and environmental incidents

significantly more useful than several of the other proposed items.

On a quantitative basis, the results (table 7.4, part B) showed that environmental
incidents (proposition (1); mean = 2.51) and generation and disposal of wastes
(proposition (2); mean = 2.46) are perceived as useful by the respondents - the
percentage ratings indicated that 55.2% of the respondents recorded a score of 3 whereas
only 9.2% of the interested party respondents reported a score of 1. On the other hand,
vehicle miles in relation to product (proposition (7); mean = 2.06) and noise and odour
(proposition (9); mean = 2.07) are considered less useful by this group. Vehicle miles
in relation to product, and noise and odour, appeared significantly less useful 1n relation

to the majority of other propositions (see appendix E, table 4, part B).
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Table 7.4: Descriptive Statistics
Quantifiable Corporate Environmental Information

N Mean S.D. P:1 P:3
Part A: Financial Disclosure
1. Environmental incidents. 76 229 0.78 19.7 487
2. Local environmental impact. 75 224 0.79 213 453
3. Generation and disposal of waste. 76 222 0.79 224 447
4. Soil contamination and remediation. 74 2.15 0.79 243 392
5. Air emissions. 74 2.11 0.84 29.7 40.5
6. Water effluents. 74 2.10 0.83 29.7 39.2
7. Energy consumption. 75 2.01 0.78 293 30.7
8. Noise and odour. 74 1.99 0.77 29.7 284
9. Vehicle miles in relation to product. 75 1.93 0.84 38.7 32.0
10. Raw material use. 74 1.92  0.77 338 257
Part B: Quantitative Disclosure

1. Environmental incidents. 86 2.51 0.70 11.6 62.8
2. Generation and disposal of waste. 87 246 0.66 92 55.2
3. Air emissions. 87 2.46 0.76 16.1 62.1
4. Water effluents. 86 2.44 0.75 15.1 59.3
5. Local environmental impact. 86 240 074 15.1 54.7
6. Soil contamination and remediation. 86 2.37 0.70 12.8 50.0
7. Energy consumption. 86 235 0.76 17.4 52.3
8. Raw material use. 83 2.24 0.79 21.7 45.8
9. Noise and odour. 86 2.07 0.79 279 349
10. Vehicle miles in relation to product. 84 206 083 31.0 369
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Table 7.4 continued

N Mean S.D. P:1 P:3

Part C: Qualitative Disclosure

1. Environmental incidents. 73 2.43 0.76 16.4 58.9
2. Local environmental impact. 73 240  0.80 192 589
3. Soil contamination and remediation. 74 238 075 16.2 54.1
4. Generation and disposal of waste. 75 2.33 0.74 16.0 493
5. Air emissions. 74 2.32 0.78 18.9 514
6. Water effluents. 73 2.30 0.78 19.2 493
7. Energy consumption. 73 2.11 0.79 260 37.0
8. Noise and odour. 73 2.10 0.79 26.0 35.6
9. Raw material use. 73 2.00 0.78 30.1 30.1
10. Vehicle miles in relation to product. 71 1.92 084 394 310
11. None of the above = 9 Non-response = 0
12. Others:

(1) Annual reports. Full understandability of company strategies.

(1) Suggest differentiation between use of renewable and non-renewable resources.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).

On a qualitative basis, the descriptive statistics (table 7.4, part C) showed that
environmental incidents (proposition (1); mean = 2.43) and local environmental impact
(proposition (2); mean = 2.40) believed to be important sources of information.
However, the unimportance of vehicle miles in relation to product (proposttion (10);
mean = 1.92) was again emphasised. In the Wilcoxon tests, stronger preferences among
the propositions were indicated for this type of disclosure than for financial, or
quantitative (appendix E, table 4, part C) as environmental incidents, local environmental

L . : : ir
impact, soil contamination and remediation, generation and disposal of waste, and a
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emissions are all considered relatively more useful than the majority of other

propositions.

Inter-disclosure comparisons (appendix E, table 4, part D) indicated that disclosure on
a quantitative basis is regarded as more useful than disclosure on a financial basis for

all but two propositions.

In summary, the descriptive statistics indicated that the respondents value disclosure on
environmental incidents in the three disclosure forms. However, energy consumption,
noise and odour, raw material use, and vehicle miles in relation to product, were
consistently shown to be less useful. The inter-disclosure comparisons showed that, in
almost all cases, quantitative disclosure is preferred to financial. This supports the Ceres
and IBM approach and is also consistent with findings for the normative respondent
group. However, there are no results for qualitative, which indicates a need for

experimentation in this area (the approach taken by IBM).

(v) Benchmarking Corporate Environmental Performance Information

The descriptive statistics relating to benchmarking (see section 3.4(i1)) on a financial
basis (see table 7.5, part A) revealed that sustainable development (proposition (1); mean
= 2.23) is seen as a very useful benchmark whereas industry average (proposition (3);
mean = 2.10) is considered less useful by the interested party group. No strong

preferences for any one of the proposed benchmarks on a financial basis were revealed

through Wilcoxon tests.
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Table 7.5: Descriptive Statistics
Benchmarking Corporate Environmental Performance Information

N Mean S.D. P: 1 P:3

Part A: Financial Disclosure

1. Sustainable development. 79 223 0.73 177 405
2. Legal compliance. 78 2.13 0.75 218 346
3. Industry average. 78 210 0.75 231 333

Part B: Quantitative Disclosure

1. Legal compliance. 80 2.38 0.72 13.8 513
2. Sustainable development. 83 2.36 0.74 15.7 51.8
3. Industry average. 82 227 0.75 18.3 451

Part C: Qualitative Disclosure

1. Sustainable development. 81 244 074 148 593
2. Legal compliance. 79 235 0.75 16.5 51.9
3. Industry average. 80 225 0.79 213 46.3
4. None of the above = 8 Non-response = 2

5. Others:

(1) Comparative information is much more useful to me.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).

On a quantitative basis, the descriptive statistics (table 7.5, part B) showed that legal
compliance (proposition (1); mean = 2.38) is regarded an extremely useful benchmark,
whereas industry average (proposition (3); mean = 2.27) is considered less important by

the respondents. The null hypothesis for the Wilcoxon test was again accepted in all

cases of comparison.
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On a qualitative basis, the descriptive statistics (table 7.5, part C) indicated that
sustainable development (proposition (1); mean = 2.44) is seen as useful by the
respondents. On the other hand, industry average (proposition (3); mean = 2.25) was

shown to be less important. Again, there were no significant comparative statistics.

The inter-disclosure comparisons (see appendix E, table 5) showed that the interested
parties attach relatively less importance to financial disclosure than quantitative or

qualitative for several benchmarks.

The findings indicate that the interested parties find industry average the least useful
benchmark, with respect to the three types of disclosure. Industry average also received
the lowest mean average scores for two of the three types of disclosure in the normative
group's responses. As sustainable development is not advanced enough at present, then
only legal compliance could be the appropriate benchmark, by force of elimination.
Preference has been shown for quantitative over financial disclosure, showing support
for Ceres (CERES, 1992) and the United Nations (UNEP, 1994 and 1996b), as well as
consistency with the normative group's responses. Each of the four publications, referred
to in this section, aims to establish some type of benchmarking. IBM aims to develop
a framework to compare its performance with others in the information technology
industry, but this framework also includes sustainable development, and legal
compliance. The European Federation of Financial Analysts (EFFAS, 1994)would use
an industry benchmark, which again would support a minority view for this stakeholder
group. This is a particularly interesting finding, as this is comparable to the way 1n

which financial analysts compare companies. Lastly, it 1s notable that for this part of the
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enquiry, the interest parties demonstrate far less preference among the propositions than

did the normative respondents, in their corresponding section in chapter six.

(vi) Corporate Environmental Financial Information

In relation to whether or not the interested parties consider information hitherto
traditionally disclosed on a financial basis is potentially useful if expressed in other
ways, 1.€. quantitatively and/or qualitatively (see section 3.4(i1)), on a financial basis, the
descriptive statistics (table 7.6, part A) showed that environmental fines and negotiated
settlements (proposition (1); mean = 2.49) are seen as important by the respondents.
Environmental liabilities (proposition (2); mean = 2.48) are also considered useful. At
the other end of the scale, environmental benefits and opportunities (proposition (5);
mean = 2.20) and donations to environmental charities (proposition (6); mean = 1.86)
appeared to be less useful to the interested party group. Donations to environmental
charities were shown to be relatively less important than all the other choices (appendix

E, table 6, part A) .

On a quantitative basis, the descriptive statistics (table 7.6, part B) indicated that
environmental fines and negotiated settlements (proposition (1); mean = 2.32) and
environmental liabilities (proposition (2); mean = 2.29) are seen as important. However,
government environmental taxes and charges (proposition (5); mean = 2.19) and
donations to environmental charities (proposition (6); mean = 1.76) are not regarded as
important by the interested parties. Again, donations to environmental charities were
revealed as significantly less important than the other propositions (see Wilcoxon results

in appendix E, table 6, part B).
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Table 7.6: Descriptive Statistics

Corporate Environmental Financial Information

N Mean S.D. P: 1 P:3
Part A: Financial Disclosure
1. Environmental fines and negotiated settlements. 85 249 0.72 129 624
2. Environmental liabilities. 83 248 072 133 614
3. Environmental spending. 84 235 069 119 464
4. Government environmental taxes and charges. 83 2.25 0.78 20.5 458
5. Environmental benefits and opportunities, 82 220 0.71 17.1 36.3
6. Donations to environmental charities. 78 186  0.79 385 244
Part B: Quantitative Disclosure
1. Environmental fines and negotiated settlements. 73 2.32 0.76 178 493
2. Environmental liabilities. 73 229 074 16.4 452
3. Environmental benefits and opportunities. 74 2.23 0.71 16.2 392
3.* Environmental spending. 74 223 0.71 16.2 39.2
5. Govemment environmental taxes and charges. 73 219 072 17.8 370
6. Donations to environmental charities. 71 176 0.78 45.1 21.1
Part C: Qualitative Disclosure
1. Environmental spending. 71 2.25 0.77 197 4511
2. Environmental benefits and opportunities. 70 2.21 0.74 18.6 400
3. Environmental liabilities. 69 220 078 21.7 420
4. Environmental fines and negotiated settlements. 70 2.17 0.80 243 41.4
5. Government environmental taxes and charges. 69 210  0.75 232 333
6. Donations to environmental charities. 68 1.81 0.80 42.6 235
7. None of the above = 6 Non-response = 1

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the_percentage
rating for the frequency of response for 1 (Never). P: 3 represents the per‘cerlxtage rating for the
frequency of response for 3 (Always). Note that the superscripts a and b indicate that the mean
average statistics, the standard deviations and the percentage ratings have tied for the two propositions

to which they refer.
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The descriptive statistics describing the propositions on a qualitative basis (table 7.6, part
C) showed that environmental spending (proposition (1); mean = 2.25) received the
highest mean average score.! Environmental benefits and opportunities (proposition (2):
mean = 2.21) are also regarded as important. The proposition receiving the lowest mean
average score was again donations to environmental charities (proposition (6); mean =
1.81). The significant relative unimportance of this item was statistically emphasised for

this type of disclosure (appendix E, table 6, part C).

The inter-disclosure comparisons (see appendix E, table 6, part D) revealed that financial

disclosure is preferred to qualitative disclosure for two propositions.

To summarise, the findings indicate that the interested parties have least use for
disclosure on donations to environmental charities, on any basis, which is, incidentally,
the one legal requirement in corporate social reporting. Again, this finding imitates the
attitude of the normative group. Given that this type of information is legislated for, and
that the United Nations include it as one of their 50 reporting ingredients (see UNEP,
1994 and 1996a), this is a disappointing finding. The inter-disclosure comparisons reveal
that the respondents do show some preference for financial disclosure, but that the
evidence is not weighty. The general lack of interest in these financial indicators shown
by IBM is perhaps due to their disclosure appearing in the financial statements. The

Ceres Report does require financial and quantitative disclosure in its compliance section.

! This finding suggests that what the interested parties require is not solely the amount of money
spent on the environment, but some indication of how well the money has been spent, 1.e. a qualitative

assessment.
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(vii) Corporate Environmental Management Information

In relation to the usefulness of environmental management information (see section
3.4(11)), on a financial basis, the descriptive statistics (see table 7.7, part A) revealed that
land contamination and remediation (proposition (1); mean = 2.34) received the highest
mean average score from the interested party respondents, indicating its usefulness to
interested parties. Compliance with legislation (proposition (2); mean =2.32) was also
shown to be of considerable use. At the other end of the scale, health and safety
(proposition (10); mean = 2.04) and accident and emergency response (proposition (11);
mean = 1.82) are not considered very useful by the respondents. Accident and
emergency response 1s considered significantly less important than all the other
propositions, whereas land contamination and remediation, and compliance with
legislation, received significantly higher scores than several of the other choices (see

appendix E, table 7, part A).

On a quantitative basis, the descriptive statistics (see table 7.7, part B) revealed that
compliance with legislation (proposition (1); mean = 2.49) received the highest mean
average score from the respondents. Of the respondents, 58.2% recorded a score of 3,
whereas only 8.9% of them reported a score of 1. Land contamination and remediation
(proposition (2); mean = 2.48) is also regarded as important by the interested party
group. Those propositions receiving lower mean average scores included environmental
integration of business (proposition (10); mean = 2.25) and accident and emergency
response (proposition (11); mean = 1.96). Again, accident and emergency response, 1S
considered significantly less important than nearly all the propositions, whereas

compliance with legislation, and land contamination and remediation, are considered
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Table 7.7: Descriptive Statistics
Corporate Environmental Management Information

N Mean SD. P:1 P:3
Part A: Financial Disclosure
1. Land contamination and remediation. 71 2.34 081 21.1 549
2. Compliance with legislation. 71 232 079 19 7 371
3. Risk assessment. 69 222 075 188 406
4. Environmental impact assessment. 70 2.20 0.75 200 400
5. Setting measurable environmental targets and 73 218  0.71 178 356
objectives.
6. Environmental management system. 70 217 074 200  37.1
7. Hazard assessment. 68 2.15 0.80 250 397
8. Compliance with industry standards. 68 2.12 078 250 3638
9. Environmental integration of business. 69 209 072 217 304
10. Health and safety. 68 2.04 0.76 26.5 30.9
11. Accident and emergency response. 68 1.82 0.71 353 17.6
Part B: Quantitative Disclosure
1. Compliance with legislation. 79 249  0.66 89 582
2. Land contamination and remediation. 79 248 0.66 8.9 57.0
3. Environmental impact assessment. 77 246  0.70 117 571
4. Setting measurable environmental targets and 82 245  0.63 7.3 52.4
objectives.

5. Environmental management system. 75 237 071 133 507
6. Health and safety. 76 232 072 145 4611
7. Hazard assessment. 77 2.29 0.72 156 442
8. Compliance with industry standards. 76 228  0.70 145 421
9 Risk assessment. 77 226  0.70 143 403
10. Environmental integration of business. 69 225 074 174 420
11. 76 1.96 076 303 263

Accident and emergency response.
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Table 7.7 continued

N Mean S.D. P: 1 P:3

Part C: Qualitative Disclosure

1. Environmental impact assessment. 73 2.48 0.73 13.7 61.6
2. Setting measurable environmental targets and 80 246  0.67 100 5623
objectives.

3. Compliance with legislation. 77 2.43 0.73 17.3 57.1
4. Land contamination and remediation. 74 242 068 10.8 52.7
5. Environmental management system. 73 234 071 13.7 479
6. Health and safety. 73 232 074 164 479
7. Hazard assessment. 72 2.26 0.73 16.7 431
8. Compliance with industry standards. 74 224 0.74 176 419
9. Risk assessment. 71 223 0.74 18.3 40.8
10. Environmental integration of business. 66 2.21 0.76 19.7 40.9
11. Accident and emergency response. 71 1.99 0.77 29.6 28.2
12. None of the above = 4 Non-response = 2
13. Others:

(1) Do not agree that you can offset risk benefit where human health is concerned. "Risk
assessment” 1s industry's way to make the intolerable seem tolerable.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).

significantly more important (appendix E, table 7, part B) by the respondents, in several

cases.

The statistics describing the responses on a qualitative basis (table 7.7, part C) indicated
that environmental impact assessment (proposition (1); mean = 2.48) received the highest
mean average score from the interested party respondents. Also of importance, is setting

measurable environmental targets and objectives (proposition (2); mean = 2.46). There
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1s considerable normative support for benchmarking (see Gray er al., 1996a). This
finding suggests that quantitative disclosure is the most useful type for the interested
party sample group. Of less interest to the respondents are environmental integration of
business (proposition (10); mean = 2.21) and, yet again, accident and emergency
response (proposition (11); mean = 1.99). The Wilcoxon results (appendix E, table 7.
part C) again confirmed the relative lack of importance attached to accident and
emergency response. The findings also showed that on a qualitative basis, environmental

impact assessment received relatively higher scores.

Inter-disclosure comparisons (see appendix E, table 7, part D) emphasised the greater

usefulness of quantitative and qualitative over financial disclosure for a few propositions.

In summary, the results indicate that accident and emergency response disclosure from
a management perspective is of little relevance to the interested party group. The
findings are generally mixed, but there is some indication that compliance with
legislation, and land contamination and remediation, from a management perspective,
would be useful in reducing informational asymmetry. Interestingly, setting measurable
environmental targets and objectives on a qualitative basis is important, suggesting some
sort of reality perspective. Information asymmetry is a substantial problem in corporate
reporting. One way of reducing this problem is verification. The IBM and Ceres Report

are verified. The European Federation of Financial Analysts asks if disclosure is verified,

as does the United Nations.
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7.2.2 Attitudes Towards Corporate Environmental Reporting

This section considers the assessing and reporting of environmental incidents, and the

time period and communication of corporate environmental reporting, which were

discussed in sections 3.4(iii) and (iv) respectively.

() Assessing and Reporting Environmental Incidents

The statistics describing the characteristics of the responses to assessing impact (see
table 7.8, part A) revealed that company employees (proposition (1); mean = 2.31)
receive the highest mean average score. The Department of the Environment (proposition
(2); mean = 2.15) was also shown as important for assessing impact. However, the
Department of Agriculture (proposition (8); mean = 1.92) and the Department of Trade
and Industry (proposition (9); mean = 1.89) are seen as less important for assessing the
impact of environmental incidents. Wilcoxon tests (appendix E, table 8, part A) indicated
that the Department of Trade and Industry is considered significantly less important as
an agent for assessing the impact of environmental incidents than the majority of

proposed agents, whereas company employees are more highly rated by the respondents.

The descriptive statistics relating to the reporting of environmental incident impact (see
table 7.8, part B) showed that company employees (proposition (1); mean = 2.47) again
received the highest mean average score. Quangos (proposition (2); mean = 2.22) are
also considered to be important by the interested party group. At the other end of the
scale, the Department of Trade and Industry (proposition (8); mean = 1.89) and central

government (proposition (9); mean = 1.89) are perceived as unimportant bodies I1n
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Table 7.8: Descriptive Statistics
Assessing and Reporting Environmental Incidents

N Mean S.D. P:1 P:3

Part A: Assess Impact

1. Company employees. 78 2.31 0.73 154 462
2. The Department of the Environment. 80 2.15 0.68 16.3 313
3. Quango eg. National Rivers Authority. 78 2.15 0.70 17.9 333
4. Local Authonty and Independent consultants. 76 2.12 0.59 11.8 237
5. Local Authority. 74 2.11 0.65 162 270
6. Independent consultants 77 196 052 15.6 11.7
7. Central Government. 74 1.92 0.68 27.0 18.9
8. The Department of Agriculture. 76 1.92 061 22.4 14.5
9. The Department of Trade and Industry. 74 1.81 0.66 324 135

Part B: Report Impact

1. Company employees. 81 2.47 0.69 11.1 58.0
2. Quango eg. National Rivers Authority. 77 222 074 182 403
3. Local Authority. 75 219 0.65 133 32.0
4. The Department of the Environment. 79 2.15  0.68 165 316
5. Local Authority and Independent consultants. 73 2.11 0.64 15.1 26.0
6. The Department of Agriculture. 74 1.95 0.66 243 18.9
7. Independent consultants 77 194 055 18.2 11.7
8. The Department of Trade and Industry. 74 189 067 284 17.6
9. Central Government. 73 1.89 0.70 30.1 19.2

10. None of the above =5 Non-response = 3

11. Others:

(1) Central Government will be involved via DoE, DTI, MAFF, but in terms of separate
investigation, I believe it would only be necessary for very serious incidents.

(ii) A fully independent quango with high environmental standards and a remit that includgs
total access to the site and records would be ideal. However, this does not happen in

practice.

(iii) Depends on the incident. A small spill is different from a nuclear accident.

(iv) Health and safety executive.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 2 = Sometimes, and 3 = Always. P: 1 represents the.perc‘entage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the

frequency of response for 3 (Always).
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reporting environmental incident impact. Comparative tests (in appendix E, table 8, part

B) indicated the relative importance of company employees in reporting environmental

impacts, as well as the relative unimportance of central government.

The analysis confirms the approach adopted by the Ceres Principles in that company
employees are perceived as the most appropriate agents to assess and/or report
environmental incidents. This finding is consistent with that for the normative group of
respondents. The fundamental problem is that employees may not be perceived by some
as "independent". It would seem that the Department of Trade and Industry has the least

credibility in this area, again a consistent finding with that for the normative

respondents.

(ii) Time Period and Communication of Corporate Environmental Reporting

The descriptive statistics for the interested party respondents (table 7.9) showed that
environmental information within the published company annual report (proposition (1);
mean = 2.52) received the highest mean average score from the interested party group:
of the respondents, 65.1% reported a score of 3, whereas 12.8% recorded a score of 1.
Also of importance, was a stand alone published environmental company report on an
annual basis (proposition (2); mean = 2.46). The combination of less importance to the
interested party group was a stand alone published environmental company report every
3 months (proposition (8); mean = 1.54) and annual stand alone published company
environmental report plus interim environmental statement every 3 months (proposition
(9); mean = 1.51). Statistically, the preferred combination of time period and

communication of corporate environmental disclosure 1s environmental information

396



Table 7.9: Descriptive Statistics
Time Period and Communication of Corporate Environmental Reporting

N Mean S.D. P:1 P:3

1. Environmental information within the published 86 252 072 128 651
Company annual report.

2. Stand alone published environmental company report 79 246  0.69 114 570
annually.

3. Environmental information within the published 79 1.99  0.67 228 215

Company annual report plus the half yearly Interim
statement.

4. Annual stand alone published Company environmental 74 1.85 0.70 32.4 17.6

report plus an Interim environmental statement every 6
months.

5. Specially published Company environmental report at 79 1.80  0.71 36.7 16.5
company's discretion.

6. Press release at company's discretion. 80 1.79  0.71 37.5 16.3

7. Stand alone published environmental company report 61 1.75  0.65 36.1 11.5
every 6 months.

8. Stand alone published environmental company report 63 1.54  0.67 55.6 9.5
every 3 months.

9. Annual stand alone published Company environmental 75 1.51 0.65 573 8.0
report plus Interim environmental statement every 3

months.
10. None of the above = 6 Non-response = 1
11. Others:

(i) These reports could be a waste of time and a smoke screen until we have rigorous
environmental laws concerning company activity, strictly monitored and enforced (by carrot
and stick)!

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 3-point scale where 1 = Never, 7 = Sometimes, and 3 = Always. P: 1 represents the percentage
rating for the frequency of response for 1 (Never). P: 3 represents the percentage rating for the
frequency of response for 3 (Always).

within the published company annual report (see appendix E, table 9). The combination
of annual stand alone published company environmental report plus interim
environmental statement every 3 months is considered significantly less important than

the majority of other choices propositions.
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A factor analysis (see table 7.10) was performed to ascertain whether or not the
respondents’ attitudes fall into general groups, known as factors (see section 6.2.2(ii) for
details of the factor analysis technique employed). The results showed that the

respondents’ views do fall under three factors, which seem to represent the following

categories of attitude :

(1)  reporting which is too frequent (propositions (3), (4), (7), (8) and (9));
(1) the preferred environmental reporting time period and communication (propositions
(1) and (2));

(111) reporting at companies' discretion (propositions (5) and (6)).

The factor analysis 1s concise and clearly indicates that highly frequent disclosure is of
little benefit to the interested party group. Factor (i1) would seem to represent the reality
of the present framework for time period and communication of environmental

information, for the interested party respondents.

In summary, the analysis indicates a preference for environmental information within the
published annual report (a positive finding for the accounting profession as it again
confirms the status quo!), or an annual stand alone environmental report. This finding
supports the United Nations (UNEP, 1994), the European Federation of Financial
Analysts Society (EFFAS, 1994), and Ceres (CERES, 1992) but not the IBM (IBM,
1995) approach. Furthermore, the findings again coincide with the attitudes of the

normative respondents.
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Table 7.10: Factor Matrix: Varimax Orthogonal Rotation
Time Period and Communication of Corporate Environmental Reporting

Factor

1 2 3

1. Environmental information within the published 0.6283
Company annual report.

2. Stand alone published environmental company report 0.8746
annually.

3. Environmental information within the published 0.6187

Company annual report plus the half yearly Interim
statement.

4. Annual stand alone published Company environmental  0.7134

report plus an Interim environmental statement every 6
months.

5. Specially published Company environmental report at 0.7785
company s discretion.

6. Press release at company's discretion. 0.8550

7. Stand alone published environmental company report  0.7574
every 6 months.

8. Stand alone published environmental company report  0.8932
every 3 months.

9. Annual stand alone published Company environmental  0.9001
report plus Interim environmental statement every 3
months.

Cumulative Percentage of Variance Explained 46.9 64.0 76.1

Only the largest factor loadings are shown for each variable.

7.2.3 Attitudes Towards the Current Framework of Corporate Environmental
Disclosure

(i) Users of Corporate Environmental Disclosure

In relation to the importance of corporate environmental disclosure to the suggested user
groups (see section 3.4(v)), the descriptive statistics (table 7.11) indicated that ethical
investors (proposition (1); mean = 4.56) received the highest mean average score. Of the

respondents, 89.7% reported a score of 4 or 5, whereas only 2.3% recorded a score of
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Table 7.11: Descriptive Statistics
Users of Corporate Environmental Disclosure

N Mean S.D. P: 1,2 P: 4,5

1. Ethical investors. 87 456 074 73 897
2. Environmental groups. &7 4.26 0.90 34 80.5
3. Local communities. 88 4.15 1.01 4.5 71.6
4. Legislators and regulators. 86 4.15 1.06 58 767
5. Media. 88 391 1.04 5.7 63.7
6. Quangos eg. National Rivers Authority. 88 3.88 1.08 10.2 62.5
7. Employees. 87 3.87 1.12 92 563
8. Potential investors. 86 3.83 1.08 8.1 593
9. Customers. 86 3.80 1.02 8.1 57.0
10. Local government. 88 3.78 0.98 8.0 55.7
11. Shareholders. 86 3.74 1.05 8.1 52.4
12. Insurance companies. 88 3.72 1.07 8.0 51.1
13. Central government. 86 3.36 1.13 256 465
14. Banks. 85 3.32 1.13 17.6 40.0
15. Industry associations. 86 3.13 1.08 314 37.2
16. Suppliers. 85 3.12 1.20 31.8 37.7
17. Stock market. 84 3.11 1.18 310 40.5
18. Others:

(i) The stock market probably doesn't think this important, we think they should.
(11) Enforcers.

(iii) General public and accountability.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Not Important, 3 = Important, and 5 = Very Important. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Not Important) and 2.
P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5 (Very
Important).
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1 or 2. In fact, all the propositions, inclusive of 1 to 12, showed a very high percentage
rating for 4 and 5. Those users whom the respondents perceive as relatively unimportant.
are suppliers (proposition (16); mean = 3.12) and the stock market (proposition (17):
mean = 3.11). Wilcoxon tests (appendix E, table 10) showed that ethical investors are
seen as significantly more important users of environmental disclosure than all the other
choices, whereas, central government, banks, industry associations, suppliers and stock

market all received significantly lower scores than the other users.

The factor analysis revealed that the respondents' attitudes fell into four general factors.

These seemed to represent the following :

(i) finance and policing (propositions (6), (8), (11), (12), (14), (15) and (17));
(ii) government (propositions (4), (10) and (13));
(i) primary stakeholder audience (propositions (3), (7), (9) and (16)), and;

(iv) environmental/public relations audience (propositions (1), (2) and (5)).

The factor analysis (see table 7.12) seems to have divided the empirical results by the
perceived function that reporting needs to play for each group. This would seem to
suggest that each of these groups has its own subset of requirements. For example, the
European Federation of Financial Analysts may be associated primarily with factor (1).
The United Nations may be associated primarily with factor (ii). Factors (iii) and (1v)

may be associated initially with the Ceres and IBM approaches.

Overall, the findings indicate that ethical investors represent the most 1mportant

stakeholder group. This does contradict the findings for the normative sample, where

401



Table 7.12: Factor Matrix: Varimax Orthogonal Rotation

Users of Corporate Environmental Disclosure

Factor
1 2 3 4
1. Ethical investors. 0.7348
2. Environmental groups. 0.8741
3. Local communities. 0.5336
4 Legislators and regulators. 0.5971
5. Media. 0 7048
6. Quangos eg. National Rivers Authority. 0.5880
7. Employees. 0.6081
8. Potential investors. 0.6441
9. Customers. 0.7745
10. Local government. 0.8447
11. Shareholders. 0.6502
12. Insurance companies. 0.6470
13. Central government. 0.7589
14. Banks. 0.8165
15. Industry associations. 0.6354
16. Suppliers. 0.7987
17. Stock market. 0.8604
Cumulative Percentage of Variance Explained 42.4 53.4 62.7 71.2

Only the largest factor loadings are shown for each variable.

legislators and regulators, and local communities were regarded as most important. The
importance of ethical investors would suggest that financial disclosure of environmental
information would also be important, as both accountability, and economic decision
usefulness would have to be considered. This confirms that financial and environmental
reporting share some common stakeholders. Also, the findings suggest that Ceres, the

European Federation of Financial Analysts, IBM and United Nations share a substantial
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amount of stakeholders - this is essential to the development of a conceptual framework

for corporate environmental reporting.

(i) Bearing the Cost of Corporate Environmental Disclosure

Regarding cost allocation (see section 3.4(vi)), the descriptive statistics (table 7.13)
showed that interested parties perceive that the company should absorb the full cost of
corporate environmental disclosure (proposition (1); mean = 4.45). Of the respondents,
86.2% reported a score of 4 or 5, whereas only 6.9% recorded a score of 1 or 2. The
interested party respondents strongly opposed the view that the interested party should
pay (proposition (4); mean = 1.92) - of the respondents, 73.2% reported a score of | or
2 and only 9.8% of them recorded a score of 4 or 5. Wilcoxon tests (see appendix E,
table 11) showed that the respondents attach significantly more importance to the idea
that the company should absorb the full cost rather than the government, an allocation
of cost between the company and interested parties, and the interested parties

themselves.

In summary, the analysis supports the a priori view that companies should bear the cost
of environmental disclosure, as with financial reporting. This conforms entirely with the
responses from the normative group in section 6.3.3(ii). A subsequent question for free
marketeers is therefore "what effect is the cost of this disclosure likely to have on

earnings per share"? (see The Economist, September, 1993).
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Table 7.13: Descriptive Statistics
Bearing the Cost of Corporate Environmental Disclosure

N Mean SD. P:1,2 P: 4,5

1. The company should absorb the full cost. 87 4.45 1.01 6.9 862

2. The Government via a system of company tax credits. 81 2.20 1.35 60.5 19.7

3. There should be an allocation of cost between the 82 1.93 1.04 64.6 73
company and interested party.

4. The interested party should pay. 82 1.92 1.15 73.2 9.8

5. Others:

(1) Perhaps a system of training, grants, loans for small, new and old industries with financial
consultants paid by Government through a green tax

(11) How can small companies be expected to pay for information? If a company is harming the
environment and public health, the Government should make the information available and
put the cost onto the polluter.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

(iii) Possible Qualitative Characteristics of Corporate Environmental Disclosure

The descriptive statistics for the possible qualitative characteristics (see section 3.4(vi1))
of corporate environmental disclosure (table 7.14) revealed that understandability
(proposition (1); mean = 4.72) received the highest mean average score. Of the
respondents, 94.2% reported a score of 4 or 5 whereas none of the respondents recorded
a score of 1 or 2. The same trend can be seen for propositions (2) to (13). Those
qualitative characteristics regarded as relatively unimportant included predictive value
(proposition (17); mean = 3.56) and prudence (proposition (18); mean = 3.31)
Understandability, reliability, faithful representation, relevance, and a true and fair view
were all shown to be significantly more important to the respondents for nearly all the

other qualitative characteristics proposed (see appendix E, table 12).
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Table 7.14: Descriptive Statistics
Possible Qualitative Characteristics of Corporate Environmental Disclosure

N Mean SD. P:1,2 P: 4.5

1. Understandability . 86 472 057 0.0 94 2
2. Rehability. 85 448  0.70 12 906
3. Faithful Representation. 82 448 081 1.2 83 0
4. Relevance. 87 446 078 0.0 827
5. A true and fair view. 84 439  0.90 48 810
6. Freedom from error. 83 435 0.83 1.2 79.5
7. Valid description. 82 435 0.87 00 744
8. Consistency. 85 4.20 0.83 0.0 74.1
9. Corresponding information for the previous period. 85 4.07 0.99 94 74.2
10. Completeness. 83 4.06 0.89 2.4 72.2
11. Substance Over Form 81 4.03 0.99 4.9 70.4
12. Comparability. 84 398 094 48 678
13. Confirmation of information. 82 3.84 1.02 8.5 59.7
14. Neutrality. 82 3.83 1.17 11.0 585
15. Materiality. 79 3.82 1.05 10.1 63.2
16. Timeliness. 86 3.57 1.15 15.1 51.1
17. Predictive value. 82 3.56 1.08 13.4 45.1
18. Prudence. 77 3.31 1.16 221 42.9
19. Others:

(1) Re: "A true and fair view". Is this accountant speak for a complete tissue of lies?

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a S-point scale where 1 = Not Important, 3 = Important, and 5 = Very Important. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Not Important) and 2.
P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5 (Very
Important).

A factor analysis (see table 7.15) was performed to examine the general attitudes of the
respondents towards this area. Four factors were found through the factor analysis which

seem to represent the following attitudes :

405



(1)  qualitative characteristics for comparability (propositions (6), (9), (10), (12), (16)

and (18));

(1)  less important qualitative characteristics (propositions (8), (11), (13), (14), (15) and
(17));

(i11) qualitative characteristics for fair presentation (propositions (2), (3), (5) and (7)),
and;

(iv) principal qualitative characteristics (propositions (1) and (4)).

Major issues for this respondent group in environmental reporting therefore include
comparability, fair presentation, understandability, and relevance of disclosure. These are
areas in which a conceptual framework for corporate environmental reporting would
assist the interested party group. Comparison of these results with those obtained for the

normative respondents reveal that their attitudes load onto generally similar factors.

In summary, the statistical results indicate that all the qualitative characteristics
presented for financial reporting are also useful for environmental reporting. This general
importance of all the characteristics was also found for the normative respondent group.
Wilcoxon statistics revealed that understandability, reliability, and faithful representation
as individual characteristics, are the most important - these were also the most important
characteristics from the normative group's perspective. These findings provide some
evidence for the usefulness of accounting techniques and methodology in environmental
reporting, as suggested by the United Nations (UNEP, 1996b) and the European

Federation of Financial Analysts (EFFAS, 1994).
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Table 7.15: Factor Matrix: Varimax Orthogonal Rotation
Possible Qualitative Characteristics of Corporate Environmental Disclosure

Factor

10.
11.
12.
13.
14.
15.
16.
17.
18.

Understandability .
Reliability.

Faithful Representation.
Relevance.

A true and fair view.
Freedom from error.
Valid description.

Consistency.

Corresponding information for the previous period.

Completeness.

Substance Over Form
Comparability.

Confirmation of information.
Neutrality.

Materiality.

Timeliness.

Predictive value.

Prudence.

0.6336

0.5331
0.4682

0.7371

0.8423

0.8770

0.5761

0.7049

0.7665

0.5002

0.4706

0.8501

0.5952
0.7592

0.7871

0.7216

0.7219

0.8819

Cumulative Percentage of Variance Explained

425

52.8

61.0

67.9

Only the largest factor loadings are shown for each variable.

(iv) Proposed Elements of a Conceptual Framework for Corporate Environmental

Reporting

The descriptive statistics for the proposed elements (see section 3.4(vii1)) for a

conceptual framework for corporate environmental reporting (table 7.16) indicated that

water (proposition (1); mean = 4.72) received the highest mean average score. Of the
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Table 7.16: Descriptive Statistics

Proposed Elements of a Conceptual Framework for Corporate Environmental
Reporting

N Mean S.D. P:1,2 P: 4,5

1. Water. 83 472 0.55 0.0 95.2
2. Land. k3 4.69 0.60 0.0 928
3. Air 83 4.66 0.65 1.2 92.8
4. Sound. 81 4.14 0.89 2.5 753
5. Others:

(1)  Companies should address their major environmental inputs including all of the above.

(11)  Consumables, foodstuffs, drinks.

(1) Depends on each company's business (comment made by 2 respondents).
(1v) Appearance.

(v)  Health and safety (comment made by 2 respondents).

(vi) Energy-consumed and embodied.

(vi1) Visual impact, smell.

(vii) A completely holistic approach.

(1x) Odour.

(x) Biodiversity.

(x1) Energy, waste, health.

(x11) Resources, biodiversity and habitat, societies, eco-justice, ethical issues, energy,
product/service use, transport, etc. etc.

(x111) People and animals, toxics, etc.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

respondents, 95.2% reported a score of 4 or 5 and none of them recorded a score of 1
or 2. This pattern is consistent for all the propositions in this section. However, sound
(proposition (4); mean = 4.14) is regarded as relatively less important than the others,

though only marginally. Comparative statistical tests (appendix E, table 13) indicated
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that sound is considered significantly less important than the other three proposed

elements, demonstrating consistency with the normative group's responses.

The statistical tests confirm that the respondents strongly agree that all the proposed
elements for corporate environmental reporting would be useful. Water, land and air are
distinguished as being more important than sound. These findings provide evidence for
using air, land, water and sound as elements for measurement in an environmental
reporting conceptual framework, supporting the approach of the Environmental

Protection Act (1990).

(v) Verification of Corporate Environmental Disclosure

Regarding verification (see section 3.4(ix)), the descriptive statistics (table 7.17) revealed
that a registered auditor of the Environmental Auditors Registration Association
(proposition (1); mean = 3.62) received the highest mean average score. Of the
respondents, 67% recorded a score of 4 or 5, with only 13.4% recording a score of 1 or
2 Accountants within their existing framework (proposition (6); mean = 2.48) are
regarded as less important verifiers of corporate environmental disclosure. However, the
respondents indicated that the notion of verification not being necessary was the least
important of the propositions (proposition (7); mean = 1.36) - for this proposition, 90.4%
of the respondents recorded a score of 1 or 2 and only 2.4% recorded a score of 4 or 5.
Wilcoxon tests (appendix E, table 14) emphasised a preference for a registered auditor
of the environmental auditors registration association, environmental consultants, and a

new professional body as verifiers of environmental disclosure.
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Table 7.17: Descriptive Statistics
Verification of Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. A registered auditor of The Environmental Auditors' 82 3.62 1.19 134 67.0
Registration Association.

2. Environmental consultants within their existing 82 359 094 98 573
framework.

3. A-nev‘v professional body that includes accountants, 81 3.57 1.16 13.6 55.6
scientists and environmental consultants.

4. Scientists within their existing framework. 80 3.09 1.19 325 338

5. Internal management team. 82 2.70 1.22 512 292

6. Accountants within their existing framework. 83 248 1.25 5472 19.2

7. Verification is not necessary. 83 136  0.77 90.4 24

8. Others:

(1) Community representatives

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

In summary, the statistical results confirm the views expressed in the literature, that
verification is necessary. However, 2% of the respondents perceive it as unnecessary.
A registered auditor is the preferred agent for verification, whereas accountants are the
least favoured. These findings contrast slightly with those from the normative group
responses, as environmental consultants within their existing framework are regarded as
the most important verifiers of environmental disclosure. However, this may be due to
the inclusion of a substantial proportion of environmental consultants within the
normative sample. Both the normative and interested party groups agree that accountants
are the least useful agents for verifying environmental disclosure. The findings suggest
a multidisciplinary approach under the auspices of the Environmental Auditors

Registration Association, rather than an accounting body, in order to take into account
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different stakeholder needs. This supports the view of the European Federation of

Accountants (see EAAR, February, 1996).

(vi) Suggested Motives For Corporate Environmental Disclosure

In relation to motives for corporate environmental disclosure (see section 3.4(1)) the
descriptive statistics (table 7.18) revealed that to improve the company's corporate image
(proposition (1); mean = 4.20) received the highest mean average score. Of the
respondents, 94.3% recorded a score of 4 or 5, whereas only 1.1% reported a score of
1 or 2. Also, the motives to market the company (proposition (2); mean = 4.02), to
market company products (proposition (3); mean = 3.93) and pressure from
customers/consumers (proposition (4); mean = 3.79) all received high average scores.
Those motives regarded as less important by the respondents include the motive of
acknowledging social responsibility (proposition (11); mean = 3.16) and, a result of
company ethics (proposition (12); mean = 3.05). Wilcoxon tests (appendix E, table 15)
indicated that improving the company's corporate image is attributed significantly more
importance than the other motives, whereas company ethics is perceived as a

significantly less motivating factor.

Factor analysis (see table 7.19) showed that the respondents' views fell under four
general attitude groups. These are:

(i) ethical pressure motives (propositions (4), (8), (10), (11) and (12));

(i) marketing motives (propositions (2) and (3));

(iii) accountability motives (propositions (5) and (7)) and;

(iv) primary motives (propositions (1), (6) and (9)).
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Table 7.18: Descriptive Statistics
Suggested Motives For Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. To improve the company's corporate image. 87 428  0.60 1.1 943
2. To market the company. 85 402 0.74 47 87.1
3. To market company products. 86 3.93 0.79 58 803
4. Pressure from customers / consumers. 87 3.79 0.68 4.6 73.5
5. To comply with regulations. 87 3.59 1.12 16.1 51.7
6. To attract investment. 87 3.47 0.93 16.1 52.9
7. Peer pressure from companies in the same industry. 87 3.39 1.03 17.2 50.6
8. As an acceptance of a change in society's ethics. 86 3.30 1.02 25.6 58.2
9. As a form of political lobbying. 85 3.25 0.90 176 330
10. To meet the demand for environmental information. 87 3.23 1.06 264 494
11. To acknowledge social responsibility. 86 3.16 1.08 244 384
12. As a result of company ethics. 86 3.05 1.09 36.0 442
13. Others:

(1) They do it for profit alone.

(1) Legitimation of company and corporate system to empower internal groups.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

The factors may be interpreted as follows: the primary motives (factor (iv)) refer to all
companies which disclose environmental information on a voluntary basis, with a
combination of the remaining factors present for each company. For example, IBM's
motives for disclosure could be factors (1), (i1) and (iv), as its framework 1s intended to
create pressure for other companies in the information technology sector to disclose,
thereby creating factor (iii) for other companies. A further example of this 1s Rank
Xerox (see ENDS Report, October, 1996) who seem to use a combination of factors (1)

and (ii). A clear example of factor (i) can be seen in the textile recycling company

Evergreen (see ENDS Report, April, 1995).
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Table 7.19: Factor Matrix: Varimax Orthogonal Rotation
Suggested Motives For Corporate Environmental Disclosure

Factor
1 2 3 4

1. To improve the company's corporate image. 0.7903
2. To market the company. 09257

3. To market company products. 0.8789

4. Pressure from customers / consumers. 0.3892

5. To comply with regulations. 0.8550

6. To attract investment. 0.7443
7. Peer pressure from companies in the same industry. 0.7383

8. As an acceptance of a change in society's ethics. 0.7758

9. As a form of political lobbying. 0.5274
10. To meet the demand for environmental information. 0.6434
11. To acknowledge social responsibility. 0.8496
12. As a result of company ethics. 0.8289

Cumulative Percentage of Variance Explained 25.0 40.7 54.7 64.1

Only the largest factor loadings are shown for each variable.

In summary, the descriptive results indicated that the interested party group perceives
the main motivation for companies voluntarily disclosing environmental information as
improving their image. This adds support to evidence from the normative group's
responses (see section 6.3.3(vi)) which attributed primary importance to the public
relations motive. To a certain extent, the perceptions of these two respondent groups are
a reflection of a reality. The factor analysis would seem to suggest (factor (1)) that
ethical motives are not major reasons for disclosure. However, the importance of
voluntary disclosure is seen in the primary motives (factor (iv)). No doubt, voluntary

environmental disclosure is important to the corporate image of IBM and Body Shop.
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(vii) Possible Reasons For the Inadequacy of Corporate Environmental Disclosure

Regarding possible explanations for the current inadequacy of corporate environmental
disclosure (see section 3.4(xii)) the descriptive statistics (see table 7.20) for the
interested party respondents showed that reluctance to report sensitive information
(proposition (1); mean = 4.23) received the highest mean average score. Of the
respondents, 83.7% recorded a score of 4 or 5, whereas only 4.7% reported a score of
1 or 2. No legal obligation for companies to report environmentally (proposition (2);
mean = 4.12) and that of possible damage to companies' reputation (proposition (3);
mean = 4.06) are also perceived as important. Of much less importance to the
respondents were the motives that companies generally believe they do not have an
impact on the environment (proposition (11); mean = 2.78) and that users may not
understand the information (proposition (12); mean = 2.77). Reluctance to report
sensitive information received significantly higher scores than all the other proposed
reasons, whereas the notion that companies believe they do not have an impact on the

environment and that users may not understand the information are considered less

important reasons for non-disclosure (see appendix E, table 16).

The results from a factor analysis (see table 7.21) showed that the interested party

group's views fell under four major attitude factors. These were:

(1)  preference for secrecy rather than competitive advantage (propositions (1), (3), (4),
(6) and (10));

(i) environmental myopia (propositions (5) and (8));

(iii) environmental disclosure is not decision useful (propositions (9) and (11), and;

(iv) no environmental accountability (propositions (2), (7) and (12)).
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Table 7.20: Descriptive Statistics

Possible Reasons For the Inadequacy of Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. Reluctance to report sensitive information. 86 4.23 0.88 47 837
2. The.re 1s no legal obligation for companies to report 87 4.12 1.03 69 735
environmentally .
3. Possible damage to companies' reputation. 87 406 08l 23 747
4. To avoid providing incriminating information to 88 3.83 1.12 159 671
regulators.
5. General lack of awareness of environmental issues 88 3.80 1.05 12.5 71.6
6. To avoid providing information to competitors. 86 3.73 0.99 8.1 61.7
7. Cost of disclosure. 89 372 099 90 618
8. Inability to gather the information. 88 3.48 1.11 18.2 55.6
9. Insufficient response / feedback from stakeholders. 87 3.40 0.87 8.0 379
10. Lack of awareness of competitive advantage. 86 3.19 1.04 2.1 41.9
11. Companies generally believe they do not have an 87 2.78 1.21 448 299
impact on the environment.
12. Users may not understand the information. 88 2.77 1.06 33.0 18.2
13. Others:

(1) Laziness.

(11) Re: "To avoid providing information to competitors". This is only used a an excuse to
avoid informing the public of the dangerous process/products/chemicals they are using.

(111) Users may misrepresent the information.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

The factor analysis has brought to light the main obstacles to corporate environmental
disclosure. Each needs to be overcome. Legislation followed by education would seem
to be the most expedient route. Even with legislation, the problem of secrecy is difficult

to overcome (see ENDS Report, March, 1996b).
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Table 7.21: Factor Matrix: Varimax Orthogonal Rotation
Possible Reasons for the Inadequacy of Corporate Environmental Disclosure

Factor
1 2 3 4
1. Reluctance to report sensitive information. 0.6345
2. There is no legal obligation for companies to report 0.4928
environmentally.
3. Possible damage to companies' reputation. 0.8865
4. To avoid providing incriminating information to 0.8700
regulators.
5. General lack of awareness of environmental issues 0.7404
6. To avoid providing information to competitors. 0.5183
7. Cost of disclosure. 0.7581
8. Inability to gather the information. 0.6286
9. Insufficient response / feedback from stakeholders. 0.7454
10. Lack of awareness of competitive advantage. 0.7643
11. Companies generally believe they do not have an 0.6959
impact on the environment.
12. Users may not understand the information. 0.6319
Cumulative Percentage of Vanance Explained 22.8 41.7 54.0 63.7

Only the largest factor loadings are shown for each variable.

To summarise, the findings show that the main reasons for non-disclosure, according to
the perceptions of reality of the interested party group, are reluctance to report sensitive
information, no legal obligation, and damage to companies' reputation. It is notable that
from the normative group's perspective, reluctance to report sensitive information also
received significantly more attention than the other proposed reasons. It is possible that
the reasons which are considered more important, for the non-disclosure of corporate
environmental information, were also cited in the late 19th and early 20th centuries, in

lobbying against corporate financial disclosure. Although education would go a long way
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towards changing these attitudes, it would take several generations. Rapid progression

can only be made through education, accompanied by legislation.

(viii) Interested Party Access to Corporate Environmental Disclosure

In relation to interested party access (see section 3.4(x)), the descriptive statistics (table
7.22) revealed that interested party access to environmental corporate disclosure is most
appropriate from company head office (proposition (1); mean = 4.12). Of the
respondents, 74.2% recorded a score of 4 or 5 whereas only 7.1% reported a score of
1 or 2. Of lesser importance to the respondents was access to environmental disclosure
only at site/branch level (proposition (4); mean = 2.10). Of the respondents to this
proposition, 61.3% reported a score of 1 or 2 whereas only 7.5% reported a score of 4
or 5. Access at site/branch level received consistently lower scores than the other three

proposed access locations (appendix E, table 17).

The findings indicate that, the more places disclosure is available, the better. There is
also support for a central reference place, such as Companies’ House. These findings
conform with the normative group's responses, clearly emphasising agreement with
present practice. Interestingly enough, the Confederation of British Industry does keep
copies of all environmental reports published by its members, yet members of the public

are not allowed to view them at its offices.
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Table 7.22: Descriptive Statistics
Interested Party Access to Corporate Environmental Disclosure

N Mean S.D. P:1,2 P: 4,5

1. From company head office. 85 4.12 1.03 7.1 742

2. From a central reference place where all company 85 4.04 1.04 59 706
environmental disclosure can be examined.

3. From company head office and at site / branch level. 84 3.74 1.00 6.0 607
4. Only at site / branch level. 80 2.10 1.06 61.3 7.5

5. Others:

(1) Central Government, regional offices, local authorities (where appropriate).

(11) Don't care.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

(ix) Accountability, Decision-Making and Corporate Environmental Disclosure

The descriptive statistics (table 7.23) concerning accountability, decision-making and
corporate environmental disclosure (see section 3.4(xi)) showed that the statement,
"environmental disclosure that has been analysed being more useful for accountability
and decision-making purposes than raw data", (proposition (1); mean = 3.99) received
the highest mean average score. The proposition which received the lowest mean
average score was that "it would be useful for accountability and decision-making
purposes if companies disclose environmental target-setting information with respect to
a set classification", (proposition (4), mean = 3.79). Of the respondents to all
propositions, over 60% recorded a sore of 4 or 5 for each of the four propositions,
whereas 12.5% or less reported a score of 1 or 2. This shows the overall importance of
all the four proposed statements. No significant statistics appeared from the Wilcoxon
ating that the respondents could not discriminate between the statements.

tests indic
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Table 7.23: Descriptive Statistics
Accountability, Decision-Making and Corporate Environmental Disclosure

N Mean SD. P:1,2 P: 4,5

1. Environmental disclosure that has been analysed 86 3.99 0.95 5.8 80.3
would be more useful for accountability and decision-
making purposes than raw data.

2. Company environmental disclosure should be 88 3.99 1.14 12.5 773
regulated in the same way as accounting disclosure.

3. Interested parties require company environmental 87 398 088 46 770
disclosure for accountability and decision-making
purposes.

4. It would be useful for accountability and decision- 85 379 0.90 59 623
making purposes if companies disclosed
environmental target-setting information with respect
to a set classification.

The summary statistics relate to the scores obtained where respondents were asked to record a score
on a 5-point scale where 1 = Strongly Disagree, 3 = Neutral, and 5 = Strongly Agree. P: 1, 2
represents the percentage rating for the combined frequency of response for 1 (Strongly Disagree) and
2. P: 4, 5 represents the percentage rating for the combined frequency of response for 4 and 5
(Strongly Agree).

In summary, all the statements were perceived as important and thus represent a feasible
direction for developing the objectives of a conceptual framework for corporate
environmental reporting. Also of interest, particularly to the accounting fraternity, is that
not only do the results confirm a relationship between the objectives of financial and
environmental reporting, but they reveal a relationship between the way in which

accounting is regulated, and the way environmental reporting should be regulated.

7.2.4 Further Points

Further points can be seen in table 7.24. Comment (viii) is very relevant to a conceptual
framework in corporate environmental reporting, as 1t 1s suggesting examination of two
key areas. Comment (i) on the "human aspect” suggests an accountability perspective

for corporate environmental reporting. Comment (xii) suggests that government may
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Table 7.24: Further Points

Comments

)

(11)

(iii)

(v)

v)

(v1)

(vi1)

(viii)

(ix)

)

(x1)

(x11)

My answers are gssentially framed from a risk management viewpoint. For the purposes of
establishing risk in a lending proposal, financial, quantitative and qualitative information is
presently of roughly equal value. Perhaps as environmental reporting becomes more

widespread, the different users of the information will place greater value on one specific area
of reporting.

This may not be directly relevant to your project, but please bear in mind that ethical investors
are concgmed about the impact of company policy on environment and people, communities.
The earlier environmental funds have had to introduce ethical criteria to satisfy clients. The

Cadbury code, the new Royal Society of Arts report on Tomorrow's Company suggests that we
must also address the human aspect.

By 1ts n_ature, this is a broad brush approach and different companies have different needs, e.g.
a chemical company versus a chain of clothes shops. Thus it is very tempting to answer

"sometimes" to many of the above questions, particularly as my company is an institutional
investor.

Unfortunately, we do not have the resources to undertake independent surveys of companies'
ethical/environmental issues. However, we do support and subscribe to numerous ethical/
environmental research companies who undertake research. 1 therefore feel that this
questionnaire has little relevance to my organisation, as we essentially buy in "our information"
from third party organisations.

I am sceptical that any company would voluntarily supply the kind of information that would
help interested parties like us in their efforts to create a public awareness of the changes in
economic structures needed for social justice and sustainable development.

All companies should provide information under specific indicators backed by legislation which
includes consideration of ethics, life cycle analysis, energy and resource use and its
environmental impact (locally and globally). Generally, sustainable development 1s
incompatible with economic growth.

The US has an excellent system of integrated pollution control. I attended an OECD conference
recently and the industries of Europe are terrified the information will be used by communities
to sue for damages to health etc. They are looking for some kind of crown immunity if they
release information. Industry has to be accountable for the damage 1t causes 1n pursuit of profit.

Legal compliance and industry average are frequently designed to be financial loopholes and
are not effective for environmental protection in the UK at this time (1995).

The larger problem is that companies will only produce the required data when well and truly
pushed. Without a freedom of information act and with quangos/agencies suffering progressive
regulatory capture, things will continue to be unsatisfactory.

Examination of audience and reasons for disclosure.

Companies operating in different sectors have different eco profiles and the requirements of
environmental reporting will be correspondingly different.

These questions are so condensed and full of jargon that I do not really know whether | have
given correct answers. I truly understood question 13. I therefore do not know whether more

issues should be included.
It would have helped if I had known what environmental information you were talking about

and what relationship it bore to accounting and finance.

I have tried to answer the questions in a way which indicates the issues I think are important n
principle.

Measurement of gross domestic product to take account of use of non-renewable resources 1s
being considered. To do this, it will be necessary for companies to provide information.
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require corporate environmental information creating another need for disclosure.
Comments (v), (vi) and (vii) all suggest that a voluntary framework may be inadequate
and that mandatory disclosure is the only way forward. If this view were held widely
in influential circles then company management may well need to adopt a structure such
as a conceptual framework to avoid mandatory disclosure. Comments (iii) and (ix) repeat
the point made by the normative respondents that different industries have different
profiles and that these would have to be taken into account in any reporting framework.

Comment (x) suggests that the respondent had some difficulty with the questionnaire.

7.3 Conclusion

Overall, the findings indicate that the interested party respondents would find a
"compliance with standards report" useful. This is supported by the positive results
where compliance with legislation is suggested. The evidence also suggests that
disclosure on a financial, quantitative, and/or qualitative basis, for a variety of items,
would be useful. There is also support for a comprehensive framework for environmental
and financial reporting, with agreement on elements, qualitative characteristics, and
objectives. Finally, there is a visible degree of consensus between the views expressed
by the normative group (in chapter six) and those of the interested party group, allowing
the completion of the second stage of a conceptual framework for corporate

environmental reporting.
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