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Abstract 

A common business strategy adopted by management to demonstrate commitment to socially 

responsible operations has been to provide a corporate social responsibility (CSR) disclosure 

when reporting to stakeholders. CSR disclosure is a communication between the business and 

its stakeholders. To add credibility to CSR reporting, firms may engage in CSR assurance by 

appointing an independent group to review their actions. The literature has identified factors 

that influence managers to undertake CSR disclosure and assurance. Using an experimental 

format, this thesis explores these influences/motivations, both individually and jointly, by 

considering two factors—corporate culture (considering and comparing Islamic financial 

institutions [IFIs] and conventional financial institutions [CFIs]) and audience (limited to 

investors/shareholders and the general public as stakeholders) and type of CSR disclosure and 

assurance. The study was conducted in a developing country - Kuwait. 

This study adopted a 2 x 2, between-subject experiment, involving 120 participants (financial 

managers and accountants) from 47 of the 50 financial institutions listed on the Boursa Kuwait 

at the close of 2017. Based on the combination of variables in each group’s scenario, each 

participant was asked to allocate a level of importance to CSR disclosure and assurance and 

explain their reasons for this choice. 

Analysis was conducted through the lens of systems theories (stakeholder, legitimacy and 

institutional) to assist in understanding participants’ motivations to engage in CSR disclosure 

and/or assurance. Overall, the results revealed that while the level of CSR disclosure was 

influenced by stakeholder type, it was not influenced by corporate culture: neither was it jointly 

influenced by the two factors. However, in the case of CSR assurance, neither stakeholder type, 

nor corporate culture had any influence. Contrary to expectations, CFIs were shown to seek 
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legitimacy by choosing to provide higher levels of CSR disclosure and assurance to 

shareholders and the general public, than did their Islamic counterparts. 

Qualitative analysis indicated that the four experimental groups differed in terms of their 

rationale for choosing a particular level of CSR disclosure; however, no differences were 

identified in relation to the level of CSR assurance selected. The study recommends that IFIs 

embed CSR practices (CSR disclosure and CSR assurance) to a greater extent in their business 

strategies to maintain the trust of all stakeholders in general and the public in particular, thereby 

increasing their institutional legitimacy. 

Finally, the study contributes to the literature on CSR disclosure motivations, in general, and 

in particular, to developing countries, especially Kuwait, and Islamic literature by examining 

the influence of corporate culture and type of stakeholder on the motivation to make CSR 

disclosures and undertake assurance in the Kuwaiti financial sector. The practical implications 

of the research and limitations are acknowledged, as well as avenues for future studies. 
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Chapter 1: Thesis Overview 

1.1 Introduction 

Corporate social responsibility (CSR) has been argued to refer to all business activities that 

contribute to improving the quality of life of people within society (Carroll 1991, 2016). This 

is normally accepted as voluntary actions by a firm’s management towards addressing social 

and environmental endeavours beyond purely legal requirements (McWilliams & Siegel 2001). 

A common business strategy adopted by management to demonstrate compliance with this 

responsibility is to provide CSR disclosures. CSR disclosure can be viewed as a 

communication between the business and its stakeholders, which can include investors, finance 

providers, employees, customers, and the public (Neu, Warsame & Pedwell 1998). To improve 

the credibility of this information, management may engage in CSR assurance by appointing 

an independent group to review its actions (Gray 2000). Therefore, CSR disclosure and 

assurance have been subjects of substantial accounting research. 

Identifying managers’ motivations for engaging in CSR reporting and assurance is key to 

understanding how CSR activities are determined and implemented by their corporations. 

However, this can be a lengthy process that involves exploring the complex interrelation of 

business, society and the environment, to identify the multiple key factors. Therefore, as its 

starting point, this study chosen to focus on two of the factors already identified in the existing 

literature, namely, corporate culture and audience (stakeholder) type. This study focusses on 

financial institutions within Kuwait, a developing country. There is no study currently 

addressing CSR reporting and assurance in financial institutions in Kuwait. Further this study 

draws a comparison between Islamic and Conventional financial institutions.  As a result, this 

study will go some way to filling the gap in knowledge by exploring two audience types 

(shareholders and the general public) through an experimental study while contributing to the 
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literature with respect to developing countries and Islamic Culture in regard to CSR disclosure 

and assurance. 

This chapter is divided into six sections to provide an overview of this thesis. Section 1.2 

provides a background and outlines the research gap, including the relevant studies and 

justification for the research. The research objective and main question are explained in Section 

1.3. Section 1.4 provides the study research theoretical framework. This is followed by the 

research methodology used in this study in Section 1.5. Finally, Section 1.6 outlines the 

organisation of the thesis by chapter. 

1.2 Background and Justification of the Study 

CSR disclosure is a channel through which organisations can communicate with various 

stakeholders about not only financial performance, but also social and environmental 

performance (Arvidsson 2010; Du, Bhattacharya & Sen 2010; Crane & Glozer 2016). Today, 

CSR disclosure and assurance have drawn the attention of many organisations in developed 

and developing countries (KPMG 2017). This suggests an acceptance by businesses of social 

and environmental responsibilities. Businesses should no longer ignore their social 

responsibility (Adams & Frost 2008; Carroll 2016). 

Accounting is a field that provides the opportunity to monitor and control organisational 

activities, and communicate with various stakeholders (Gray 1992; Adams & Evans 2004). 

Traditional financial information in corporate annual reports is unable to explain and present 

an accurate picture of all aspects of organisational performance, in particular, its social and 

environmental performance (Clarkson 1995; Waddock & Graves 1997). The impact of 

company CSR initiatives are often difficult to measure monetarily, as they are often intangible 

concepts, such as corporate reputation. However, non-financial information reflecting CSR is 

important to inform management and various stakeholders in decision-making (Gray, Owen & 
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Adams 1996; Yongvanich & Guthrie 2006; Erkens, Paugam & Stolowy 2015). According to 

Atkins et al. (2015), traditional financial indicators are no longer sufficient for investors to 

assess corporate performance. Further, the credibility of CSR information is important to 

increase stakeholders’ confidence in business activities, as it adds value to information 

available (Carey, Simnett & Tanewski 2000; Gray 2000; Velte & Stawinoga 2017). 

Given that most CSR is voluntary, scholars such as Gray (2001), Deegan (2002), Campbell 

(2007), Owen (2008) and Parker (2011) have examined issues such as who the corporate CSR 

reports are directed to, why companies report, what should be reported, how the report is 

prepared and where this information should be reported. Among these interesting subjects, this 

study focused on why CSR should be reported. Specifically, ‘Why have business organisations 

taken an active interest in voluntary CSR practices such as disclosure and assurance?’. 

This question is linked to the age-old debate about the responsibility of business. That is, 

whether a business is responsible primarily to the ownership group, as identified by Friedman 

(1970). Friedman argued that business has only one responsibility—towards the shareholder—

and all effort should be directed to increasing their wealth. At the other extreme, Freeman et 

al. (2010) argued that the responsibility of business is much broader and should include all 

stakeholders, not just shareholders. Research has explored both extremes. While financial 

performance has been identified as the main reason for reporting, and any CSR is consequent 

to this, it can be expected that less attention will be paid to societal demands, retaining an 

emphasis on expanding shareholder value (van Beurden & Gossling 2008). However, studies 

have been contradictory. CSR disclosure has been associated with higher financial 

performance; conversely, others have deemed it not to be (Ullmann 1985; Orlitzky, Schmidt & 

Rynes 2003; Margolis, Elfenbein & Walsh 2007, 2009; Le et al. 2015; Malik 2015) 
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Therefore, scholars such as Adams (2002, 2015), O’Dwyer (2002), Parker (2005), Adams and 

Frost (2008), Martin and Moser (2012), Tilt and Rahin (2015) and Tilt (2016) have called for 

studies to investigate why corporates involve themselves in voluntary CSR. Healy and Palepu 

(2001, p. 420) believe that ‘management motives for making voluntary disclosure CSR 

disclosure and their credibility (CSR assurance) are interesting empirical questions’. 

Studies have identified many reasons other than financial justifications for firms to be involved 

in CSR disclosure, such as: (1) a desire to enhance reputation (Adams 2002; Belal & Owen 

2007; Unerman 2008; Bayoud, Kavanagh & Slaughter 2012; Perez 2015); (2) a response to 

stakeholders demands (Carroll 1991; Brammer & Millington 2003; Islam & Deegan 2008; 

Adams 2011; Thijssens, Bollen & Hassink 2015); (3) compliance with regulatory requirements 

(Rahaman, Lawrence & Roper 2004); and (4) legitimisation of its activities to survive (Deegan 

2002). 

Further, studies that examine motivations for both CSR disclosure and assurance in the 

developing countries are scarce compared to those that explore the concept in developed 

countries (Islam & Deegan 2008; Sawani, Zain & Darus 2010; Ali, Frynas & Mahmood 2017). 

As economic, political and social factors are unique to each country and region, research in 

developing countries is appropriate (Adams 2002; Khan, Muttakin & Siddiqui 2013). For 

example, religions such as Hinduism, Buddhism, Christianity and Islam as a social factor may 

be a heavy influencer of CSR practices in developing countries, more so than in developed 

countries (Visser 2008; Jamali & Karam 2018). In some cases, religion has been examined in 

regard to the personal beliefs of individuals (Graafland & Van de Ven 2006; Brammer, 

Williams & Zinkin 2007; Mazereeuw-van der Duijn Schouten, Graafland & Kaptein 2014), or 

as a part of an institution’s culture (Maali, Casson & Napier 2003; Haniffa & Hudaib 2007). 

There have been few attempts to examine religion as a contextual factor in relation to the beliefs 
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and values that influence institutional social behaviours (Thomas 2000; Selinger 2004; Farooq, 

Hao & Liu 2019). 

1.3 Research Question and Objectives 

Islamic financial institutions (IFIs) are expected to have ethical identity (Haniffa & Hudaib 

2007; Belal, Abdelsalam & Nizamee 2015). Such identity is based on the Islamic religion, 

which is expected to reflect a different philosophy in the way business is conducted compared 

to the philosophy in conventional financial institutions (CFIs). The general objective of Islamic 

institutions is to address socioeconomic requirements and conduct business in compliance with 

Sharia (Islam law), which is based on the Holy Quran and Sunnah of the profit Mohamed 

(Lewis 2001; Dusuki & Dar 2005). However, few studies have compared the motivations of 

Islamic financial institutions (IFIs) and CFIs in terms of CSR practice (Aribi & Gao 2010; 

Nobanee & Ellili 2016). Investigating the motivations for CSR disclosure and assurance of 

both types of institutions is expected to provide a deeper understanding of the CSR phenomena 

and the influence of religion. 

Second, one of the major differences between these two types of institutions is expected to be 

the accountability approach. IFIs have an ethical responsibility and are expected to balance 

accountability to address the needs of various stakeholders (Beekun & Badawi 2005; Dusuki 

2008a), unlike CFIs, which have been argued to be influenced by powerful stakeholders such 

as shareholders (Clarkson 1995; Jones 1995). It has been argued that CFIs focus on profit 

(Mitchell, Agle & Wood 1997; Cho et al. 2015). 

The main objective of this study is to assist in filling this gap by examining the influence of 

corporate culture, whether Islamic or conventional, and the type of audience, whether 

shareholders or the general public, on CSR disclosure and assurance in one Islamic developing 

country—Kuwait. Therefore, the main research question is: 
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Whether, and in what ways, corporate culture and ‘type’ of stakeholder audience act to 

motivate the supply of corporate social responsibility (CSR) disclosure and CSR assurance 

for financial institutions in Kuwait? 

To achieve this a number of sub-questions, have been identified: 

1. To what extent does corporate culture influence financial institutions’ CSR disclosure 

and assurance? 

The first sub-question is to explore the differences of CSR practices between IFIs and CFIs 

listed in Kuwait. Each institution has unique philosophies for conducting business, which 

suggests that CSR practices will vary. 

2. To what extent does the type of (stakeholder) audience influence financial institutions 

in making CSR disclosures and engaging in assurance? 

The second sub-question aims to investigate which type of stakeholder is important for 

institutions to communicate with, specifically, shareholders or the general public. 

3. To what extent do both corporate culture and stakeholder audience influence financial 

institution CSR disclosure and assurance? 

The third sub-question seeks to identify the influence of both corporate culture and stakeholder 

audience on CSR disclosure and assurance. 

4. To what extent does the perceptions of financial managers and accountants of financial 

institutions in regard to CSR disclosure and assurance differ? 



7 

The fourth sub-question explores the reasons/motivations for financial managers and 

accountants to engage in CSR disclosure and assurance. This will also allow differences (if 

any) to be identified between the two types of financial institution. 

5. To what extent does the background of participants influence CSR disclosure and 

assurance? 

Similar to prior studies, this sub-question was posed to explore if financial managers’ and 

accountants’ demographics have an influence on their perceptions for practising CSR (or not). 

1.4. Theoretical Framework  

An examination of the accounting literature reveals several theories that may enhance our 

understanding of the motivations for CSR disclosure and assurance (Van der Laan 2009; Gray, 

Owen & Adams 2010; Shehata 2014). It has been argued that these motivations cannot be 

adequately explained by a single theory (Gray, Owen & Adams 1996; Reverte 2009; Van der 

Laan 2009; Deegan and Unerman 2011), and that using a combination of theories would offer 

a better approach to exploring motivation (Cormier, Gordon & Magnan 2004; Deegan 2013). 

Commonly adopted theories include stakeholder (O'Dwyer, Unerman & Hession 2005; Adams 

2011), legitimacy (Campbell 2000; Deegan 2013), and institutional theories (Al-Twaijry, 

Brierley & Gwilliam 2003; Jensen & Berg 2012). It has been argued that these theories, though 

well established in developed countries, may be less appropriate when exploring CSR practice 

in developing countries, with different political, economic and social contexts (Perera 1989; 

Baydoun & Willett 1995; Belal & Momin 2009; Belal, Cooper & Roberts 2013).  

These theories focus on understanding the role of information and disclosure in relationships 

between organisations, the State, individuals and groups. These have been heavily employed 

by researchers to justify institutions’ CSR disclosure and assurance, and motivations for such 
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reporting (Gray, Kouhy & Lavers 1995; Hahn and Kühnen, 2013; Fernando & Lawrence 2014). 

This perspective places the focus on the social context in meeting the expectations of a society 

in reporting CSR information, which provides researchers insights as to why organisations 

choose to publicly disclose their CSR activities (Guthrie & Parker 1990). 

From a developing countries perspective, Islam and Deegan (2008) and Fernando and 

Lawrence (2014) suggest that although these are three distinct theories, they provide a 

complementary perspective on the motivation to practise CSR disclosure and assurance. 

Combining these theories assist in understanding how management meet the expectations of 

their respective interest groups, in order to continue operations, and so ensure their long-term 

existence (Brown & Deegan 1998).This study therefore applied this approach to explain the 

motivations of conventional and Islamic financial institutions in Kuwait, when adopting CSR 

disclosure and assurance practices 

1.5 Research Method 

This study will adopt a 2 x 2 experimental design. This method has become increasingly 

common, and has been identified as useful to explore judgement and decision-making in 

accounting research (Trotman, Tan & Ang 2011; Aguinis & Glavas 2012; Bloomfield, Nelson 

& Soltes 2016). 

After developing the research conceptual framework, this framework will be tested in the 

financial sector in Kuwait. The choice of Kuwait as a country and the financial sector offer the 

opportunity to explore CSR disclosure and assurance in a developing country, and allows for 

a comparison between Islamic and Western financial institutions. Kuwait is a rich developing 

country, enabling a different comparison from poorer developing countries in which CSR 

disclosure has been extensively examined, such as Bangladesh. The financial sector was chosen 

as a focus for four reasons: 
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1) Few studies have examined the level of CSR disclosure in Kuwait; in fact, to the 

author’s knowledge, no study has examined the motivations/reasons for institutions to 

be involved in CSR disclosure and CSR assurance. 

2) The financial sector is the backbone of the Kuwaiti economy and its worth is close to 

60 per cent of the total assets of the capital market of Boursa Kuwait. 

3) There is a clear difference in operation between IFIs and CFIs listed in Boursa Kuwait. 

4) Focusing on one sector is important, as CSR practice differences between sectors can 

be quite different, as noted in the literature (Sweeney & Coughlan 2008). 

1.6 Thesis Outline 

The thesis is divided into nine chapters. 

Chapter 1: Thesis Overview 

In this chapter, an overview of the thesis is provided, addressing reasons for undertaking this 

study, research objectives, research questions, research theoretical framework, and a summary 

of the methodological approach.  

Chapter 2: CSR, CSR Disclosure and CSR Assurance 

 This chapter defines and outlines the development of CSR. The role of theory and the 

principles underpinning companies’ motivation for CSR are briefly discussed.  An overview 

of prior research in the fields of social and environmental accounting, CSR disclosure and CSR 

assurance are introduced. The literature review covers a range of studies that examine the 

voluntary nature of CSR disclosure, the benefits of providing CSR information and factors 

influencing its disclosure. The research discussed includes studies utilising different 

methodological approaches to ‘measurement’ and frameworks. The chapter offers an overview 

of the literature on the credibility of CSR assurance, types of CSR assurance providers and the 
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level of assurance they provide. The chapter concludes with an overview of CSR practices in 

Islamic developing countries 

Chapter 3: CSR, CSR Disclosure and CSR Assurance from an Islamic Perspective 

This chapter begins with the history of Islam as a religion, followed by a review of relevant 

aspects of this study, such as the conduct of Islamic business, Islam and the concept of CSR, 

Islam and CSR frameworks, Islam and CSR disclosure, Muslim managers’ motivation for CSR 

disclosure, and previous studies that have addressed Islamic CSR disclosure. Finally, a review 

of comparative studies between CSR disclosure by Islamic and conventional institutions will 

be undertaken. 

Chapter 4: Kuwaiti Context 

This chapter provides a brief overview of the geography and political history of Kuwait as 

relevant to the current study. This is followed by a discussion of the economic background and 

the measures taken by the government to stimulate the country’s economic growth and the 

impact of these actions. This is a prelude to a review of the current situation of CSR disclosure 

and assurance in Kuwait. Finally, consideration is given to an increase in voluntary CSR 

disclosure as an effective way of growing Kuwait’s economy. 

Chapter 5: Theoretical Framework and Research Hypotheses Development 

The aims of this chapter are twofold: first, to discuss the theoretical concepts that deepen 

understanding of the motivations for CSR disclosure and CSR assurance. In this regard, the 

three systems theories were considered: stakeholder theory, legitimacy theory and institutional 

theory. The second aim is to formulate hypotheses concerning such motivations for CSR 

disclosure and assurance, based on two influences on CSR practices—corporate culture and 

audience (stakeholder) type. 
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Chapter 6: Research Methodology 

This chapter develops the methodology adopted in this study – including the experimental 

design. Aspects such as variables, samples, tasks and procedures are discussed in detail. Issues 

arising from challenges, predictions, pilot testing, analysis and ethical concerns are highlighted. 

Finally, an approach to qualitative analysis is discussed, and the limitations of the experimental 

design are discussed. 

Chapter 7: Data Results 

The results of the demographic survey and the two manipulation check questions are discussed 

in the first part of chapter. This chapter has two main aims: to present the statistics (descriptive 

and inferential) of the research data, and to test the research hypotheses using both quantitative 

and qualitative approaches. The two research assumptions are discussed at the end on this 

chapter. 

Chapter 8: Discussion and Analysis 

The results of this study are analysed and discussed in this chapter. Statistical findings 

(descriptive and inferential) are discussed, and research hypotheses are tested using both 

quantitative and qualitative approaches. The influence of the two factors, corporate culture and 

audience type on CSR disclosure and assurance are reported. This is followed by a discussion 

of motivations for CSR disclosure and assurance resulting from the qualitative analysis against 

the combined theoretical perspective of legitimacy, stakeholder and institutional theories. 

Chapter 9: Conclusion 

This chapter draws together the results and conclusions of this study. It draws attention to the 

contributions of this research in understanding CSR disclosure and assurance, with reference 
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to Kuwait and the presence of both Islamic and traditional financial institutions. Second, it 

offers practical implementations that may aid financial institutions in decision-making 

regarding disclosure and assurance. Finally, the limitations and directions for future studies are 

identified. 

1.7 Summary 

This chapter has provided a broad overview of research to be undertaken in this study. Each 

chapter will now be developed, initially examining CSR disclosure and assurance within a 

broad framework. 
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Chapter 2: CSR, CSR Disclosure and CSR Assurance 

2.1 Introduction 

The definition and background of CSR discussed in this chapter establishes the context required 

to consider the current status of CSR in Kuwait. The discussion is divided into five periods: 

pre-1970, the 1970s, 1980s, 1990s, and finally, from 2000 to the present. The voluntary aspect 

of CSR disclosure, benefits, approaches to measurement and frameworks are discussed. Factors 

that influence such disclosure or non-disclosure CSR assurance issues are also reviewed. 

Finally, the issue of CSR disclosure and assurance literature in developing countries is 

discussed. 

2.2 CSR Over Time 

While CSR has been discussed and researched for many years, many definitions and meanings 

remain, and there is generally a lack of consensus on these in the literature. Researchers in this 

field have used various synonyms to describe CSR. CSR has variously been called ‘triple-

bottom-line (TBL)’, ‘corporate social responsibility’, ‘corporate citizenship’, and more 

recently, ‘corporate sustainability’ or ‘integrated reporting’. Initially, all concepts appear to be 

similar, but each has a slightly different meaning. Taneja, Taneja and Gupta (2011) believe that 

these differences reflect the absence of a single definition of the concept of CSR and differing 

views among scholars and practitioners. According to Akin and Yilmaz (2016), CSR is an 

‘interdisciplinary’ and ‘multidimensional’ concept. In the context of this research, the meaning 

attributed to CSR is the concept that is adopted. 

CSR has well-established literature in the business discipline. Literature can be found in 

economics, marketing, management and accounting (Aguinis & Glavas 2012; Crane & Glozer 
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2016). In accounting, CSR has focused on CSR disclosure/reporting (Cho et al. 2015; Crane & 

Glozer 2016) and CSR assurance/auditing (Cohen & Simnett 2015a; Velte & Stawinoga 2017). 

The concept of CSR can be better understood by examining how its definition has evolved over 

time. Researchers have published historical reviews of developments. Mathews (1997) divided 

the literature concerning social and environmental accounting research into three distinct 

periods, while Adams (2002) classified the various CSR definitions based on a similar 

approach. More recently Ghobadian, Money and Hillenbrand (2015) evaluated key literature 

in business and society, adopting a chronological approach. For the present study, the evolution 

CSR will be reviewed over five periods: pre-1970, the 1970s, 1980s, 1990s, and finally, from 

2000 to the present. 

2.2.1 Pre-1970 

The concept, now referred to as CSR, was first recognised by Bowen (1953). Bowen’s (1953, 

p. 6) Social Responsibilities of Businessmen described the concept as ‘the obligations of 

businessmen to pursue those policies, to make those decisions or to follow those lines of action, 

which are desirable in terms of the objectives and values of our society’. Some researchers 

have argued that the idea of CSR was conceived as early as the 1920s, by Clark, who stated 

that business has obligations to society (Freeman & Hasnaoui 2011). Others have argued that 

CSR was born in the 1930s, with the debate between economic scholars Berlet and Dodd on 

the role of corporate managers. Berle contended that a corporation is primarily responsible to 

its shareholders to maximise profits. Conversely, Dodd argued that corporate managers have 

responsibilities to the public as a whole, not just to shareholders (cited in Grossman 2005). 

2.2.2 The 1970s 

In the early 1970s, Berle’s assertion of shareholders’ primacy was supported by Friedman 

(1970), who argued that the only responsibilities of corporate managers were to maximise 
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shareholders’ welfare. Friedman (1970) stated the only social responsibility of business is to 

increase its ‘profits’. Since then, the concept has been defined in various ways; it has evolved 

from the narrow, economic perspective (Friedman 1970) to the broader idea that business has 

a responsibility to society. Thus, while business has economic responsibilities towards 

shareholders, it also has increasingly become accepted that business has a responsibility to the 

broader society (Ramanathan 1976). 

In the 1970s, the modern concept of CSR gained recognition from academics and management, 

both of whom began to put its principles into practice (Gill & Leinbach 1983). In fact, during 

this decade, social research was first established as a significant discipline. In the United States 

(US), this research focused on the relationship between CSR disclosure and stock market 

performance or company profits while, in Europe, it concentrated on reporting initiatives and 

normative attempts to design a model of improved CSR disclosure (Mathews 1997). 

During this decade, various definitions of CSR were proposed. Bowman and Haire (1976, p. 

11) briefly defined it as ‘all of those activities of a corporation that are aimed at improving the 

total welfare of society’. Another definition was proposed by Ramanathan (1976, p. 516). He 

defined CSR as ‘information useful for evaluating the firm’s social performance, and 

communicating such information to concerned social groups, both within and outside the firm’. 

In the later 1970s, the focus of CSR shifted from its definition to concerns about its 

measurement and communication. To this end, Carroll (1979) proposed ‘Carroll’s pyramids 

for CSR’, a framework that describes four aspects of CSR on which a company must focus. 

The first is the economic aspect, that is, the company’s responsibility to generate profits for the 

owners (shareholders). The second aspect is a legal requirement for a company to operate 

within laws and regulations. The third aspect describes the ethical way in which a company 

should conduct its business affairs. Finally, the discretionary aspect is concerned with how a 
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company manages to satisfy both its internal and external stakeholders. In a similar approach, 

Sethi (1975) divided corporate social performance into three levels: (1) social obligation—a 

corporate response to legal and market constraints; (2) social responsibility—corporate 

congruence with social norms; and (3) social responsiveness—when a corporate adapts, 

anticipates and prevent such CSR activities. In this period, the focus was the social performance 

aspects of CSR. 

2.2.3 The 1980s 

In the early 1980s, the CSR framework devised by Carroll-influenced research was undertaken. 

This decade witnessed an intensification of the old debate about whether a firm should focus 

only on maximising shareholder wealth, or whether it had a broader responsibility to consider 

the interests of a wider group of stakeholders. In this context, Freeman (1984) supported the 

view of Dodd in that corporations should address the needs of a broad range of stakeholders. 

Stakeholder theory was adopted by many CSR researchers to address CSR. This theory, as 

adopted by Freeman, separated corporate stakeholders into two main groups, internal and 

external. Internal stakeholders were those with direct contact with the corporation, such as 

shareholders, employees and customers. External stakeholders included those who were 

outside the corporation, with no direct relationship, such as the community (McWilliams & 

Siegel 2001). 

During the 1980s, there were a number of other developments in CSR. First, to gain a better 

understanding of the concept, a number of theories were adopted by different researchers to 

address CSR (e.g., agency theory, stakeholder theory and legitimacy theory). Further, several 

studies, such as Cochran and Wood (1984) and Aupperle, Carroll and Hatfield (1985), explored 

the relationship between CSR and company performance (profitability). In this decade, a new 
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concept—sustainability—entered the discussion with the release of the Brundtland Report 

(1987). 

2.2.4 The 1990s 

During this decade, the environmental responsibilities of corporations came to be viewed as a 

major part of CSR. In this context, Mathews (1995, p. 669) defined CSR as ‘an extension of 

disclosure into non-traditional areas, such as … prevention and reduction of pollution’. 

Elkington (1994) proposed the TBL framework, which contained three elements: social, 

environmental and financial. This framework was trialled by several companies to evaluate 

performance in these three dimensions to create business values and engage with sustainable 

development. 

This decade was also characterised by a more intense focus on theoretical approaches to CSR 

through empirical studies that explored the relationship between CSR activities and corporate 

social performance. Most of these studies were based on stakeholder theory and institutional 

theory (Lee 2008). From the mid-1990s, much of this research concentrated on environmental 

costs, social ecojustice and eco-efficiency issues. In the latter part of the decade, CSR 

experienced a paradigm shift. It became more about assessing the impact of business on 

society, with organisations adopting sustainable business and management practices, and 

assuming greater social responsibility, rather than simply creating an efficient management 

environment (Owen 2008; Deegan & Islam 2009; Montiel & Delgado-Ceballos 2014). 

The 1990s marked the emergence of a new concept in the definition of CSR: the notion of 

corporate citizenship (Tilt 1994). According to Waddell (2000), ‘corporate citizenship’ 

attempts to connect business activity with the idea of broader social accountability, and service 

for the common good of society. He stated that as a corporation is an entity that has an 

equivalent status to a person, corporations, like everyone in society, should be good citizens. 



18 

In addition, during this period, the concept of CSR gradually became more recognised at the 

governmental level, and by different international organisations, such as the United Nations, 

World Bank (WB) and World Business Council for Sustainability Development. 

2.2.5 2000–Present 

During the early 2000s, a number of scholars explored the definitional aspects of CSR. Van 

der Wiele et al. (2001, p. 287) defined CSR as an: 

obligation of the firm to use its resources in ways to benefit society, through 

committed participation as a member of society, taking into account the society at 

large and improving welfare of society at large independent of direct gains of the 

company. 

McWilliams and Siegel (2001, p. 117) defined it as ‘situations where the firm goes beyond 

compliance and engages in action that appears to further some social good, beyond the interests 

of the firm and what is required by law’. Waddock (2004, p. 10) focused on wellbeing as the 

creation of value for the business, defining CSR as: 

caring for the well-being of others and the environment with the purpose of also 

creating value for the business. CSR is manifested in the strategies and operating 

practices that a company develops in operationalizing its relationships with and 

impacts on the well-being of all of its key stakeholders and the natural environment. 

This was supported by scholars such as Campbell (2007) and Cooper and Owen (2007), who 

considered CSR a function of a firm’s behaviour towards its stakeholders, including 

communities. 

International institutions have sought to define CSR. For example, the European Commission 

(2001) defined it as ‘a concept whereby firms decide, voluntarily, to contribute to a better 

society and a cleaner environment’ (cited in Dahlsrud 2008, p. 7). 
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Obviously, what distinguishes the 2000s from previous decades is the appearance of the notion 

CSR as corporate citizenship (Carroll 1998). This is evident in the work of Hemphill (2004), 

which reflected the belief of Waddell (2000) that CSR is somewhat akin to good corporate 

citizenship. He identified four important elements of CSR: (1) making a profit, (2) obeying the 

law, (3) operating according to ethical behaviours and (4) maintaining good relations with 

stakeholders. These four elements can also be found in Carroll’s CSR pyramid (1991), in which 

they were described as economic, legal, ethical and philanthropic responsibilities. 

Recently, researchers have considered CSR as a function of a company’s behaviour towards 

its stakeholders to create value for them (Freeman & Moutchnik 2013). Campbell (2007) stated 

that social responsibility has two aspects:  

1) Businesses must not significantly damage their stakeholders, either internal or external. 

2) If a company causes harm to its stakeholders, it must resolve the situation as soon as 

the damage is brought to its attention, either voluntarily or in response to legal 

requirements, normative pressure or some other type of enforcement. 

In addition, Falck and Heblich (2007, p. 247) considered CSR ‘a voluntary corporate 

commitment which exceeds explicit and implicit social expectations of a firm’s behaviour 

toward its community’. However, other researchers have argued that there is no clear definition 

of CSR. For example, Frankental (2001) asserted that CSR is a vague and intangible term that 

can mean anything to anybody, and therefore, is effectively without meaning. Wan‐Jan (2006) 

supported this argument, and added that in the absence of a clear working definition of CSR, 

any study of the concept has no strong basis. 

The definition of CSR has been the source of even more conflict. Cohen et al. (2011) argued 

that according to existing definitions, CSR and sustainability seem to have similar meanings; 

however, they believe that the two terms are very different. While CSR is concerned with how 
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business accepts its responsibilities and its accountability for its impact on society and the 

environment, sustainability refers to how a business sustains itself over time, and is accountable 

for its social and environmental activities. Higgins and Larrinaga (2014) believe that, 

regardless of such arguments about its definition, CSR should aim to achieve a better quality 

of life, for all, through corporate social and environmental action. 

Dahlsrud (2008), having reviewed CSR definitions from 1980–2003, noted the existence of 37 

different definitions for CSR. He classified these according to five dimensions: (1) 

environmental, (2) social (3), economic, (4) stakeholder and (5) voluntary. A similar approach 

was followed by Rahman (2011), who initiated 10 dimensions over various definitions of CSR: 

(1) obligation to the society, (2) stakeholders’ involvement, (3) improving quality of life, (4) 

economic development, (5) ethical business practice, (6) law obligation, (7) voluntariness, (8) 

human rights, (9) protection of environment, and (10) transparency and accountability. 

CSR is a concept for which the definition has evolved not only over time, but also in a way 

that it has come to include a number of different agendas: business, academic, political and 

government (Sheehy 2014). The result of this is that today, there is no one consistent definition 

of CSR. Votaw and Sethi (1973) best summarised the confusing and often conflicting 

definitions of CSR by asserting that, while social responsibility is a ‘brilliant term’ because it 

means ’something to everybody’, that ‘something’ is not always the same thing. Barkemeyer 

(2007) attempted to find a commonality among the various definitions by referring to CSR as 

an ‘umbrella term’ for a firm’s responsibilities to society. Another feature shared by all 

definitions is the description of CSR as having three aspects: first, it is beyond financial goals; 

second, it is voluntary; and finally, it seeks to embrace all types of stakeholders. Finally, the 

concept of CSR has reflected different dominant themes during different periods. In the 1960s 

and previously, it was concerned with the ethical and social obligations of business. In the 
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1970s, the rational self-interest model emerged, while in the 1980s, the corporate social 

performance model was developed with Carroll’s pyramid. During the 1990s, the stakeholder 

and strategic management approaches began to be influential (Lee 2008). Finally, post-2000, 

CSR has evolved to include the idea of sustainability. 

A more recent review by Crane and Glozer (2016) analysed the extant literature of CSR across 

five core subdisciplines of business and management (CSR, organisation studies, corporate 

communications, social accounting and marketing) to identify themes, such as the dominant 

views among the audience of CSR communication (internal/external actors), and the most 

prevalent theoretical approaches and research paradigms used across these subdisciplines. 

They determined that these five areas were not mutually exclusive and identified overlap 

between them. Finally, they proposed a conceptual framework of 4Is (integration, 

interpretation, identity and image) for CSR communication research. Meanwhile, Kolk (2016), 

after reviewing 50 years of CSR studies in the international business and management 

literature, found that CSR has shifted its focus from ethics and environment to sustainable 

development. 

2.3 Role of Theory 

Several theories have been adopted by scholars to understand the phenomenon of CSR. Garriga 

and Melé (2004) and Lee (2008), focused on CSR theories. The former classified these theories 

into four main groups:  

1) instrumental theories, which describe the way corporations use CSR activities to 

achieve favourable economic results (profits) 

2) political theories, which consider that each corporation has power within society and 

must use this responsibly in the political arena 

3) integrative theories, which are concerned with how corporations satisfy social demands 
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4) ethical theories, which are based on the ethical responsibilities of corporations to 

society. 

Lee (2008) adopted a different approach, tracing the conceptual evolutionary path of theories 

to reflect on implications for the future of CSR. First, he examined the level of analysis of CSR 

and found that researchers had shifted their focus from examining the macro-social effects of 

CSR to organisational-level analysis of CSR’s effects on profitability. Second, in terms of 

theoretical orientation, he revealed that researchers had moved from an explicitly normative 

and ethics-oriented approach to an implicitly normative and performance-oriented managerial 

approach. 

2.4 Principles Underlying the Motivation for CSR 

Maignan and Ralston (2002) identified three principles that drive a company’s motivation to 

practice CSR. First was value-driven CSR, which described CSR practice as part of a 

company’s culture, or an expression of its core values. The second was performance-driven 

CSR, in which practising CSR is part of a company’s economic mission, and so is viewed as 

an instrument to improve its competitive edge, and thus, its financial performance. Finally, the 

last principle was stakeholder-driven CSR, which occurs when a company becomes involved 

in CSR activity as a response to external pressure from stakeholder groups. Later, Aguilera et 

al. (2007) classified stakeholders’ motives for encouraging firms to engage in CSR into three 

categories: (1) instrumental motive, driven by short-term self-interest, (2) rational motive, 

regarding the relationship among group members, and (3) moral motive, based on ethical 

standards and moral principles. More recently, Bhimani, Silvola and Sivabalan (2016) 

identified 17 motivations for CSR. These were to: 
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1) align with the values of the organisation 

2) help managers better manage corporate image 

3) increase customer satisfaction 

4) create business sustainability solutions/applications 

5) meet the expectations of shareholders 

6) increase corporate competitive advantage 

7) increase employee satisfaction 

8) mitigate risk (risk management systems) 

9) meet stakeholder stipulations 

10) enhance corporate financial performance 

11) achieve cost savings  

12) meet the requirements of other organisations in the supply chain 

13) meet the expectations of civil societies and associations 

14) follow the example of markets and competitors 

15) ensure availability of finance and lower cost of capital 

16) avoid tighter regulation 

17) aid with internationalisation of the company’s business. 

Among these motivations, they found that aligning with the values of the organisation was the 

most important driving factor for managers to engage in CSR activities. This view was 

supported by scholars who believe that firms have a responsibility to society. However, others 

questioned whether firms engage in socially responsibility behaviour to increase the wealth of 

shareholders rather than to affect firm economic performance (Aupperle, Carroll & Hatfield 

1985). This debate has been discussed in the literature across time. Some authors have found 

that firms engage in a cost–benefit analysis of CSR prior to undertaking CSR activities 

(McWilliams & Siegel 2001). Some scholars believe that involvement in production, 
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collection, analysis, reports and assurance of CSR information is costly and affects corporate 

economic performance (Aupperle, Carroll & Hatfield 1985; Luo, Wang & Zhang 2017). Others 

believe that these costs are relatively small compared to the potential benefits of practising 

CSR in the long term (McWilliams & Siegel 2000; Verrecchia 2001). One of the corporate 

strategies that companies can adopt to demonstrate this responsibility is CSR disclosure. 

2.5 CSR Disclosure 

Different themes have been attributed to CSR and CSR disclosure. In the literature, several 

terms found to reflect CSR disclosure include: non-financial reports, social reports, CSR 

disclosure/reports, standalone reports, sustainability reports, corporate citizenship reports, TBL 

reports and integrated reports (Fifka 2013; Hahn & Kühnen 2013; Erkens, Paugam & Stolowy 

2015). For clarification, this research used the term ‘CSR disclosure’. 

Malik (2015) claimed that while CSR literature is mostly related to management, there is little 

evidence of CSR studies in accounting or finance literature. He added that studies in accounting 

literature have mainly focused on three concepts: (1) the level of a firm’s CSR, (2) CSR 

disclosure, or (3) examining variables, such as firm size, in relation to a firm’s CSR practices 

and disclosure. The concept of CSR in accounting has largely only encompassed CSR 

disclosure. CSR disclosure has also had different applications over the same period in its 

context and trend (Antal et al. 2002). For example, in the 1970s, it was widely supported as a 

form of social reporting (such as human resource reports). However, this lost prominence in 

the late 1980–1990s in favour of environmental reporting (Parker 2014). In the late 1990s, 

social reporting re-emerged, but this time, in combination with environmental reporting 

(Deegan 2013). 
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CSR disclosure is largely voluntary in countries such as the US, United Kingdom (UK) and 

Australia (Cheng, Green & Ko 2015). It is important at the outset of any discussion of the 

motivations for this type of disclosure in these countries to establish a clear understanding of 

the difference between mandatory and voluntary disclosure. In the case of mandatory 

disclosure, companies have a legal obligation, under statutory regulations, to disclose CSR 

information, while voluntary disclosure is defined as that which is not mandated by any such 

regulation (Cooke 1992). Gray et al. (2001) argued that in some cases, it is difficult to 

distinguish between voluntary and mandatory disclosure. Meek, Roberts and Gray (1995, p. 

555) elaborated further, defining voluntary disclosures as ‘[those] in excess of requirements, 

[and so they represent] free choices on the part of company management to provide accounting 

and other information deemed relevant to the decision needs of users of their annual reports’. 

Thus, voluntary disclosure includes not only financial, but also non-financial information, both 

qualitative and quantitative, and current and prospective information about the company. 

However, despite this comprehensive definition, it can be argued that a company will always 

prefer to disclose its favourable news (Adams, Coutts & Harte 1995). Gray, Owen and Adams 

(1996, p. 3) broadly defined corporate social reporting as ‘the process of communicating the 

social and environmental effects of organizations’ economic actions, to particular interest 

groups within society, and to society at large’. Such an extension of the definition of CSR is 

based upon the assumption that while companies make profits for shareholders, they also have 

broader responsibilities to society. Today, most companies are willing to provide extra 

voluntary disclosure about their CSR activities in response to public pressure (Golob & Bartlett 

2007; KPMG 2017). 

CSR disclosure has attracted considerable research interest since the 1970s (Fifka 2013; 

Erkens, Paugam & Stolowy 2015). According to Parker (1986, p. 72), corporate social 

reporting includes:  
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1) assessing the social impact of corporate activities 

2) measuring the effectiveness of corporate social programs 

3) reporting on a corporation’s discharge of its social responsibilities 

4) external and internal information systems allowing comprehensive assessment of all 

corporate resources and impacts. 

Reverte (2009) classified empirical studies on CSR disclosure into three categories: 

1) descriptive studies that examine the nature and extent of CSR disclosure, which can 

include comparative studies of particular countries or periods 

2) studies of the impacts of CSR information on different users, with a particular focus on 

market reactions 

3) explicative studies that concentrate on identifying and discussing the potential 

determinants of CSR disclosure. 

Huang and Watson (2015) categorised the review of CSR research in accounting into four 

groups: 

4) research concerning the determents of CSR 

5) the relation between CSR and financial performance 

6) the consequences of CSR 

7) the roles of CSR disclosure and assurance. 

Recently, a wider classification for studies on CSR disclosure was presented by Odriozola and 

Baraibar-Diez (2017): 

1) the content of CSR disclosure 

2) the voluntariness of CSR disclosure 

3) the determinants or triggers of CSR disclosure 
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4) its relationship to financial performance 

5) international comparisons of the level of CSR disclosure or case studies 

6) CSR disclosures as signals from companies to stakeholders to increase reputation 

7) quality and quantity of CSR information. 

CSR disclosure format, content and detail are largely unregulated globally (Moser & Martin 

2012; Gutsche, Schulz & Gratwohl 2016). Van der Laan (2009) and Du, Bhattacharya and Sen 

(2010) suggested that without regulation of CSR disclosure, firms will set their own voluntary 

reporting framework and decide what to report on, how to report, where to report and to whom 

to report its CSR practices. In some cases, this will meet expectations, and in others, it will not. 

Thus, guidelines, now documented as standards, were developed by influential bodies such as 

the Global Reporting Initiative (GRI). The purpose of such a guideline or framework is to 

provide basic principles and guidance for voluntary reporting. 

Voluntary CSR reporting takes three forms: (1) information directly included in a company’s 

annual report in a separate section; (2) a distinct document, known as a standalone report, a 

CSR report or sustainability report (Van der Laan 2009; Thorne, Mahoney & Manetti 2014); 

or (3) an integrated report (Fasan 2013). Patten (2012) found that companies were producing a 

separate CSR (standalone) report on CSR issues. KPMG (2017) reported that many companies 

worldwide were still including CSR disclosure as part of their annual financial reports, as well 

as preparing an integrated report. Mahoney et al. (2013) argued that firms use standalone 

reports as a signal of their superior commitment to CSR. Dhaliwal et al. (2012) and Muslu et 

al. (2019) found that the issuance of CSR reports was associated with lower forecast errors by 

improving the value and relevance of other information disclosed by firms. 

 



28 

Annual reports are used by many stakeholders, including existing and potential investors (to 

inform investment decisions) and managers (to promote activities through largely voluntary 

disclosures beyond compliance requirements). The mandatory/compliance section of the 

annual report is regulated and standardised by national law and international standards such as 

International Financial Reporting Standards, adopted and implemented by many of these 

countries, often as part of legislated requirements. For these companies, there is little freedom 

to customise disclosure according to the needs/preferences of stakeholders. This may have 

implications for the ability of stakeholders to predict future performance, and may also result 

in more limited disclosure of non-financial information such as CSR information (Fasan 2013). 

Voluntary information is now included in annual reports to provide a clearer picture of financial 

and non-financial performance. The extent of voluntary information disclosed has increased 

over time, which has raised the issue of the assurance of this information as part of this thesis. 

However, Muller, Stawinoga and Velte (2015) argued that the annual report has largely focused 

on economic aspects. As such, organisations’ abilities to address more information that might 

be required to meet stakeholders’ needs are limited. This includes the ability to include CSR 

information (Zeghal & Ahmed 1990; Unerman 2000). However, Gray, Kouhy and Lavers 

(1995) stated that as the corporate annual report is regularly produced, it is important for the 

corporate to construct its own (positive) external image. Therefore, annual reports including 

CSR information could improve the quality of companies’ annual reports for different 

stakeholders, including the public.  Gray, Kouhy and Lavers (1995) found that pre-regulation, 

firms with better CSR performance used to report better financial and CSR disclosure (Gelb & 

Strawser 2001). Further, many companies prefer to use annual reports to communicate 

voluntary CSR disclosures (Matuszak & Rozanska 2017). 
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2.5.1 The benefits of CSR Disclosure 

CSR disclosure permits managers to communicate with the various stakeholders in their 

company, both internal and external (Du, Bhattacharya & Sen 2010). Practising CSR disclosure 

could improve firms’ financial information (Freeman & Gilbert 1988). Cormier and Magnan 

(2003) believe that CSR disclosure provides investors with adequate and reliable information 

about company performance. They suggested that CSR disclosure offers several benefits. It 

obtains users’ trust, lowers the cost of capital, helps improve stock value and increases firm 

liquidity. Deegan (2006) argued that practising CSR disclosure assists firms to gain legitimacy, 

and win support, approval or mandates from stakeholders for continued long-term operation. 

Coombs and Holladay (2012) stated that CSR disclosure can be used to develop a trusting 

relationship with various stakeholders, and meet stakeholders’ requirements (Idowu & 

Papasolomou 2007). It can also be used to respond to increasing demand for business 

accountability (Archel, Husillos & Spence 2011; Ramanna 2013; Stubbs, Higgins & Milne 

2013; Cho et al. 2015), promote transparency in business practices (Medawar 1976; Kundid & 

Rogosic 2012) and enhance firm credibility and inhibit stakeholder scepticism (Du, 

Bhattacharya & Sen 2010). In addition, it can be used to manage firm’s reputation (Owen et al. 

2000; O’Dwyer 2002; Owen 2005; Perez 2015), social responsibility image (Hines 1988) or 

both (Gray & Balmer 1998; Hooghiemstra 2000). Further, companies could engage in CSR 

disclosure for its contribution to financial performance (Orlitzky, Schmidt & Rynes 2003; Fifka 

2013) and market value (Mackey, Mackey & Barney 2007), and to reduce the cost of equity 

capital (Verrecchia 2001; Dhaliwal et al. 2011; Reverte 2012). 
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O’Dwyer, Unerman and Hession (2005) highlighted seven managers’ motives for CSR 

disclosure in Ireland: 

1) a desire to stave off potential regulation 

2) a response to political pressure for enhancing corporate transparency 

3) to build trust through enhancing public relations 

4) a response to pressure from stakeholders such as non-governmental organisations 

(NGOs) 

5) a desire to divert attention from irresponsibility activities 

6) a moral/ethical imperative 

7) a duty to be accountable to the wider society. 

Brown and Fraser (2006) suggested three main reasons for managerial motivations for CSR 

disclosure: (1) the business case, (2) stakeholder accountability and (3) critical theory. Deegan 

(2012) identified, from a managerial perceptive, five factors influencing CSR disclosure:  

1) to create perceived legitimacy for the organisation. This refers to the obligation 

companies feel to undertake action, including CSR disclosure, to appear legitimate in 

the eyes of the communities in which they operate. 

2) to manage stakeholder groups. Stakeholders each have different interests, and managers 

have to strive balance these among all stakeholders. 

3) to increase the wealth of managers of the organisation. Like most people, managers are 

driven by self-interest; therefore, they would be more inclined to make CSR disclosures 

if such disclosures ultimately benefited them in some way. 

4) to fulfil managers’ personal beliefs that the entity is accountable, and so must make 

disclosures to demonstrate such accountability. Before taking such action, managers 
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must firmly believe that stakeholders have the right to access information about their 

companies’ CSR activities. 

5) to encourage the introduction of even more disclosure regulations. In this regard, 

managers are happy not only to comply with existing laws and regulations concerning 

CSR disclosure, but are also eager to make voluntary disclosures if necessary. 

Juscius, Sneideriene and Griauslyte (2014) identified two reasons that motivate organisations 

to engage in CSR disclosure: (1) pressure from stakeholder (such as government, NGOs and 

investitures) and (2) benefits for business (such as reducing the risk of sanctions, increasing 

productivity and profitability, opening communication channels with others, such as the public, 

employees and customers). More recently, Kuo et al. (2016), in reviewing research of the 

motivations for companies to publish CSR report, outlined five reasons for such disclosure: (1) 

market and financial strategy, (2) response to stakeholder pressure, (3) creation of 

image/reputation, (4) compliance with regulations and (5) perception as a good corporate 

citizen. 

Of these motivations for CSR disclosure, growing pressure from a variety of stakeholders is at 

the forefront. These stakeholders include ethical investors, an increasing number of pressure 

groups, consumer associations and an emerging number of international agencies (Skouloudis, 

Isaac & Evaggelinos 2016). Therefore, it is imperative that businesses recognise the power of 

these stakeholders to affect their future success or failure, and to respond appropriately to their 

demands if they wish to survive (Hooghiemstra 2000). Further, it is in their best interests to 

adopt a broad view of CSR, focusing on its potential to enhance a company’s competitive 

advantage by creating a win–win relationship with its stakeholders, rather than adopting the 

narrow view that CSR is only useful to reduce costs and risks, provide legitimacy or enhance 

reputation (Deegan, Rankin & Tobin 2002; Carroll & Shabana 2010; Perez 2015). 
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In the modern business world, it is not just large companies that are interested in practising 

CSR disclosure. Even small and medium-sized businesses must consider this, as there is the 

expectation that, through these practices, they can achieve a balance between reaching 

economic targets and discharging social and environmental responsibilities (Hossain & Siwar 

2009; Dias et al. 2019). However, the practice of CSR is not without serious challenges for 

businesses. The first challenge is maximising awareness among stakeholders of CSR activities 

while simultaneously minimising scepticism of its underlying motives. Second, businesses 

must determine how to communicate CSR information to stakeholders in a way that will create 

a positive public image for the company, thereby ensuring a strong long-term relationship 

between the company and its stakeholders (Du, Bhattacharya & Sen 2010; Devin & Lane 2014; 

Lim & Greenwood 2017). 

Research has examined whether there is a relationship between CSR disclosure and corporate 

financial performance to better understand why companies pursue CSR. Results have been 

mixed, with some studies identifying a positive relationship, and others not (Orlitzky, Schmidt 

& Rynes 2003; Bamberg & Moser 2007; Margolis, Elfenbein & Walsh 2007; Fifka 2013; Le 

et al. 2015; Lu & Taylor 2015; Gallardo-Vazquez et al. 2019). Such contradictory findings 

have drawn the attention of a number of researchers, who have chosen different approaches to 

the question, by examining the perceptions, motivations and attitudes of managers in relation 

to CSR disclosure. Some have used in-depth-interviews. For example, O’Dwyer (2002) 

interviewed 29 senior managers, from 27 Irish public limited companies, revealing that CSR 

disclosure may simply be a tool for corporations to prove legitimacy to the public. While this 

may be so, the question of why they continue to practise CSR after they have successfully 

established their reputation remains somewhat puzzling. Spence (2007) interviewed 25 UK 

representatives of a large commercial organisation to explore their motivations for CSR 

disclosure. He found that while their motivations for CSR disclosure differed, most focused on 
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the ‘business case’: risk and reputation management, stakeholder management, business 

efficiency and (4) internal champions. In New Zealand, Bebbington, Higgins and Frame (2009) 

interviewed representatives of six large companies, who were participants in a workshop on 

CSR disclosure. They reported these companies were driven to be involved in CSR disclosure 

because of a mix of desire to prove legitimacy and a perceived need to be accountable to 

stakeholders for business decisions. Other researchers have used questionnaires. For example, 

Thorne, Mahoney and Manetti (2014) surveyed 199 Canadian companies, of which 57 returned 

their questionnaires. On analysis, these revealed that larger firms were keener than their smaller 

counterparts to engage in CSR disclosure that involved publishing standalone reports. The 

researchers concluded that this was because such companies were more visible, and thus, 

subject to greater external scrutiny than smaller companies. Therefore, in their case, the chief 

motivation for CSR disclosure was meeting stakeholder expectations. A similar approach was 

adopted by Manetti et al. (2019) to examine the motivations for CSR disclosure in Italy. 

Analysing the data from 227 surveys (with a very low 6.3 per cent response rate), they found 

that companies tended to publish CSR information for four reasons, to: 

1) present a true picture of their CSR activities 

2) ‘do the right thing’ by their stakeholders, by providing them with CSR information 

3) be used as a mechanism of internal control 

4) engage stakeholders in the reporting process. 

Other scholars, such as Arvidsson (2010) from Sweden and Bhimani, Silvola and Sivabalan 

(2016) from Finland, adopted a mixed approach (survey and interviews) to investigate why 

companies chose to be involved in CSR disclosure. However, very few have employed an 

experimental approach, one such example being Chen, Jermias and Nazari (2016). 
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An examination of the literature on CSR disclosure reveals that most studies focus on 

developed countries; this explains why very little is known about this phenomenon in 

developing countries. However, research on managerial perceptions of CSR disclosure in 

developing countries is steadily increasing. One such study from Ghana, Rahaman, Lawrence 

and Roper (2004), reported that CSR disclosure was mainly driven by pressure from the 

powerful international financial body, the WB. Belal and Owen (2007), Islam and Deegan 

(2008) and Hossain et al. (2017) identified the influence of international buyers as the key 

motivating factor in Bangladesh. Conversely, in Malaysia, Amran and Devi (2007) and Zhao 

and Patten (2016) found that government regulations exerted the most pressure on companies 

to engage in CSR disclosure. This was similar to the findings of Yu and Rowe’s (2017) China-

based study. 

In other studies, corporate CSR disclosure was found to be mainly driven by powerful 

stakeholder, such are foreign investors (Khan, Muttakin & Siddiqui 2013; Chiu & Wang 2014; 

Thoradeniya et al. 2015). Overall, of the studies that focused on developing countries, most 

highlighted the influence of powerful stakeholders on CSR disclosure, with only a few 

recognising the influence of the general public (Amran & Siti-Nabiha 2009; Belal, Cooper & 

Roberts 2013; Momin & Parker 2013).  

CSR disclosure is unique to regions and countries (Fifka 2013). Therefore, this study aims to 

understand CSR disclosure in one developed country that could have different characteristics 

than these countries. A greater understanding is required of CSR disclosure in Arab Islamic 

country. 
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2.5.2 Measurement of CSR Disclosure 

CSR information could represent managers’/companies’ perceptions and indicate the 

importance of social and environmental subjects, so it is vital to evaluate and measure 

published CSR information (Milne & Adler 1999; Vourvachis & Woodward 2015). This will 

develop a clearer understanding of the determinants of CSR disclosure. It is often difficult to 

develop valid and reliable measures for CSR activity outcomes such as reputation (Carroll 

2000). Sethi (1975) attempted to measure CSR in terms of the impact of its activities on society 

(externalities). However, he reported that it can be difficult to ascertain the exact nature of this 

impact, especially if there has been no direct effect on company accounts. Abbott and Monsen 

(1979) identified two difficulties in measuring CSR activities. The first arises from the dearth 

of quantitative information available from firms, as most of their data are qualitative. The 

second is concerned with choosing, from the currently available methodologies, an appropriate 

way to measure CSR activities. 

As most CSR activities and their impacts are expressed in qualitative terms, reporting and 

measurement can be particularly problematic (Gray, Owen & Adams 1996; Bebbington & 

Thomson 2007). CSR activities are difficult to measure and there is currently no single 

preferred alternative (Wolfe & Aupperle 1991; Waddock & Graves 1997). Various ways of 

measuring and reporting CSR activity have been proposed. For example, Ullmann (1985) 

focused on measuring the relationship between social and financial performance, and the 

quantity and quality of CSR disclosure. To measure this, he proposed a dimensional model that 

identified three determinants of CSR disclosure: (1) the power of stakeholders, (2) the firm’s 

strategic response to public demands for disclosure, and (3) its past and current financial 

performance. Several alternative methods of measuring CSR activity were discussed by 

Waddock and Graves (1997). These included use of forced-choice surveys, indices/scales of 

reputation, content analysis of documents, surveys of behaviours and perceptions, and case 
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studies. Later, Maignan and Ferrell (2000) classified these methods into three groups: (1) expert 

evaluations, (2) single- or multiple-issue indicators, and (3) surveys of managers. Conversely, 

Turker (2009) classified these into five approaches: 

1) Reputation indices/databases: The aim of this approach is to search for a relationship 

between CSR performance and the level of CSR disclosure using the following to 

evaluate CSR activities: (a) indices (e.g., Markowitz’s index; Business and Society 

Review [Industry Rates Itself] index; the National Affiliation of Concerned Business 

index; and the Fortune’s Reputation Index); (b) databases (e.g., the Kinder, Lynderberg, 

Domini Research and Analytics database, Thomson Reuters database, Bloomberg 

database, Dow Jones Sustainability Index database and the FTSE4 Global Index Series 

database [social responsibility index data]). Scholars have used these approaches as a 

source for archival research; some found a positive relationship between CSR 

performance and level of CSR disclosure (e.g., Abbott & Monsen 1979). Others found 

a negative correlation (e.g., Fry & Hock 1976), while others found no association at all 

(e.g., Freedman & Jaggi 1982). 

2) Single- and multiple- issue indicators: Sometimes a single indicator is used. Examples 

include pollution control performance (e.g., Freedman & Jaggi 1982), corporate crime 

(e.g., Davidson &Worrell 1990), or minority or female workers. In some cases, a 

combination of these indicators is used (e.g., Griffin & Mahon 1997). However, Turker 

(2009) argued that the use of such a multi-indicator approach has limitations, in terms 

of its usefulness in providing a complete picture of a company’s CSR activities. 

3) Content analysis of corporate publications: This method is used to transform qualitative 

data into quantitative (numbers) information. It measures CSR activity by counting the 

number of documents, and/or the number of characters (pictures and graphics), words, 

sentences, pages or proportion of pages, in CSR disclosure documents (Unerman 2000). 
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However, Milne and Adler (1999) argued that more complete, reliable and meaningful 

information would be provided by counting sentences rather than words. 

4) Scales for measuring CSR at an individual level: This refers to the development of a 

survey to study the personal perceptions of individuals such as managers. Aupperle, 

Carroll and Hatfield (1985) were the first to measure individual managers’ perceptions 

of CSR activity, using a scale based on the CSR dimensions in Carroll’s framework 

(1979). Later, Singhapakdi et al. (1996) developed a scale to measure managers’ 

perceptions of the role of ethics in CSR performance. Quazi and O’Brien (2000) 

provided a scale based on a two-dimensional model, which like the two earlier studies, 

was designed to measure managerial attitudes. However, like both of the previous 

studies, this failed to measure the socially responsible activities of companies, focusing 

instead on the measurement of individual values. 

5) Scales for measuring CSR at the organisational level: This involves measuring the total 

CSR activities of a firm (e.g., KPMG’s survey of corporate responsibility reporting) by 

analysing the perceptions of its various stakeholders. For example, Maignan and Ferrell 

(2000) designed a corporate citizenship model based on a combination of Carroll’s CSR 

framework and stakeholder theory. However, their study was limited, since it focused 

on only three groups of stakeholders (customers, employees and public), rather than all 

stakeholders. 

Obviously, it is difficult to identify reliable determinants of CSR disclosure practices, whatever 

method is used, because each method has its own limitations. Therefore, no single method, in 

itself, is perfect (Wolfe & Aupperle 1991; Turker 2009; de Leaniz & del Bosque 2013). 

According to Weber (2008) no single methodology can reliably measure the company-specific 

business impact of CSR. She suggested that the existence of such a methodology would 

enhance the general CSR involvement of companies and support managers’ rational decision-
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making. Islam, Ahmed and Hasan (2012) indicated that a reputation index and content analysis 

are the more accepted approaches of measuring CSR. 

2.5.3 CSR Disclosure Framework/Guideline 

It is very important to establish a sound CSR framework: that is, one with a stable classification 

system and clarity of meaning. This is necessary for firms, individuals and society in general, 

to make historical comparisons, perform analyses and avoid misunderstandings concerning the 

exact nature of CSR activities (Sethi 1975). Therefore, the development of a CSR framework 

is crucial for understanding the concept of CSR. 

In the Western academic literature of CSR, there are three frameworks. Each reflects a different 

theoretical approach: (1) TBL framework, (2) stakeholders’ framework and (3) Carroll’s 

framework. 

2.5.3.1 TBL 

CSR frameworks can take different forms, depending on the approach adopted. One such 

approach is based on the 3Ps (people, planet and profit), otherwise known as the TBL approach. 

The first P refers to people—their working conditions, such as issues of equality and safety. 

The second is planet, and is concerned with environmental issues. The final p refers to profit, 

and focuses on companies’ reporting of profits, and the relationship between the quality of its 

services/products and its bottom line. TBL was initially conceived by John Elkington in 1994, 

and has been widely used since that time to create CSR frameworks. In fact, it has been so 

influential that, according to Hall (2011), the TBL approach has changed the way businesses, 

non-profit organisations and governments measure the performance of their projects or 

policies, allowing them to evaluate the consequences of their decisions from a truly long-term 

perspective. 
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2.5.3.2 Carroll’s (1979, 1991) Framework 

Carroll’s framework, otherwise known as the Carroll CSR pyramid, identifies four distinct 

categories of CSR: economic, legal, ethical and discretionary/philanthropic (see Figure 2.1). 

 

Figure 2.1. Carroll’s Pyramid of CSR 

Source: Carroll (1991, p. 42). 

The economic category refers managers’ duty to make a profit for shareholders, create jobs and 

encourage innovation. The legal category describes the obligation of managers to comply with 

laws and regulations in achieving their firms’ goals, while the ethical category describes their 

responsibility to fulfil their duties in a moral way. The final category, 

discretionary/philanthropic, focuses on the responsibilities of a company towards the 

community, such as making charitable donations or sponsoring community activities. Jamali 

(2008) noted that this CSR framework constitutes a clear advancement in the study of CSR 

and, as such, is useful and timely for those with an interest in this field. 

Schwartz and Carroll (2003) later revised the original Carroll CSR pyramid and proposed a 

new framework, the Venn diagram model (see Figure 2.2). This model developed a greater 

understanding of CSR, and unlike the pyramid framework, provides clear, discrete categories 

with no overlap. The new model consists of three categories of motivation for CSR: economic, 

legal and ethical. The first of these categories describes activities, both directly and indirectly 

motivated, that improve profits or share value, while legal motivations may include passive 
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compliance, respective compliance, opportunistic compliance or avoidance of civil litigation 

by anticipation of the law. Finally, the ethical motivations category refers to how the company 

meets the expectations of its shareholders and society more broadly to behave ethically in 

fulfilling its commitments to them. This also allows for a discussion of the adoption of various 

elements within a business modelling of the CSR framework. 

 

Figure 2.2. The Three-Domain Model of CSR 

Source: Schwartz and Carroll (2003, p. 509) 

2.5.3.3 Stakeholder Framework 

Another framework was developed based on stakeholders’ approach. A business has both 

shareholders and stakeholders, and there has been a long history of debate concerning to which 

group a firm has the greater responsibility. For example, Friedman (1970) believed that the 

only responsibility of a firm was to maximise the welfare of shareholders, while Freeman et al. 

(2010) held that a firm’s primary duty was to the interests of all stakeholders (see Figure 2.3). 

 

Figure 2.3. The Original Freeman’s Stakeholder Model 

Source: Freeman (1984, p. 25) 
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A number of studies based on the latter viewpoint proposed a CSR framework that classifies 

stakeholders into groups. Spiller (2000), Papasolomou-Doukakis, Krambia-Kapardis and 

Katsioloudes (2005) adopted six categories: community, environment, employees, customers, 

suppliers and shareholders (investors). However, only four groups of stakeholders were 

recognised by Longo, Mura and Bonoli (2005): employees, suppliers, customers and 

community. Thus, if managers wish to adopt a stakeholder framework, they must first identify 

their particular stakeholder groups. Management must decide who are the primary and 

secondary stakeholders relevant to their company (O’Dwyer 2003). 

2.5.3.4 Other CSR Disclosure Frameworks 

Various other frameworks have been constructed to provide a better way to discuss the concept 

of CSR. For example, Wartick and Cochran (1985) developed a model of corporate social 

performance (CSP), consisting of three interrelated areas: (1) the principles of social 

responsibility, (2) the process of social response and (3) the policies of social responsibility. 

However, Wood (1991) argued that this model was limited because it did not include all aspects 

of CSR activities. He developed a CSR framework based on the motivations to undertake CSR 

disclosure. These were classified into three levels: (1) institutional motivation (when a 

company is forced to become involved in CSR to maintain legitimacy), (2) organisational 

motivation (managerial behaviour and types of CSR activities committed to) and (3) individual 

motivation (how individuals perceive their moral responsibilities in relation to CSR activities). 

Based on Wood’s model, Swanson (1995), developed a theoretical model for CSR including 

social process, motivations and consideration of possible outcomes. This model determined 

that decision-making be considered a social process rather than an individual one, and that 

these social processes be formulated in terms of ethical values. His model was divided into four 

levels: macro-responsibility, micro-responsibility, corporate culture and social impact (see 

Figure 2.4). 
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Figure 2.4. The Reoriented CSP Model 

Source: Swanson (1995, p. 58). 

Yet another framework, this time consisting of only two dimensions, was developed by Quazi 

and O’Brien (2000). This categorised CSR activity in terms of whether strategic motivation 

was altruistic or corporate (see Figure 2.5). 

 

Figure 2.5. A Two-Dimension Model of CSR 

Source: Quazi and O’Brien (2000, p. 36). 

Among the above frameworks, a stakeholder one was depicted in this thesis research. This 

model reflects that CSR engagement in disclosure is motivated by the preferences of 

stakeholder groups by focusing on four dimensions of CSR information: human resources 

(employees), products and services (customers), community activities and environment 

contributions. This CSR framework has been widely used in the literature to examine and 
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evaluate corporates’/managers’ perceptions for CSR disclosure (Branco & Rodrigues 2008; 

Kilic 2016; Said et al. 2018). 

These four groups can be classified into two categories—internal and external, powerful and 

less powerful, or economic and non-economic stakeholder (Gray, Kouhy & Lavers 1995; 

Uhlaner, van Goor-Balk & Masurel 2004). CSR disclosure has been argued to be principally 

addressed to internal, powerful and economic stakeholders such as shareholders and employees 

(Spence 2009), especially for financial institutions (Sweeney & Coughlan 2008). However, the 

community and environment can be viewed as external, less powerful, non-economic and with 

less influence in corporate decision-making (Campbell, Moore & Shrives 2006; Cho et al. 

2015; Soobaroyen & Mahadeo 2016). 

2.5.4 Factors Influencing CSR Disclosure 

Several studies in the field of management and accounting have examined various factors that 

may influence CSR disclosure. Reviewing factors identified in prior literature, Adams (2002) 

classified these into three categories: (1) internal context, (2) general contextual factors and (3) 

corporate characteristics (see Figure 2.6). 

 

Figure 2.6. Diagrammatic Portrayal of the Influence on Corporate Social Reporting 

Source: Adams (2002, p. 246). 
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• Internal context includes the internal processes of corporate ethics, such as investigating 

the powers of the board of directors and chairperson, the structure and authority of the 

corporate social reporting committee, corporate culture and governance procedures, the 

nature of stakeholder involvement, the extent of stakeholder and accountant 

involvement, CSR disclosure, the views and attitudes that influence decision-making to 

increase reporting, reporting of bad news, future reporting, regulation and verification, 

perceived costs and benefits of reporting, and corporate culture (e.g., Campbell 2000; 

Cowen, Ferreri & Parker 1987; Adams 2002; Adams & Frost 2008; Bebbington, 

Higgins & Frame 2009; Kaspersen & Johansen 2016; Thijssens, Bollen & Hassink 

2016). 

• General contextual factors include external factors that could influence CSR disclosure, 

such as: (1) the country of origin (e.g., Adams & Kuasirikun 2000; Andrew et al. 1989; 

Belkaoui & Karpik 1989; Guthrie & Parker 1989; Roberts 1992; Wanderley et al. 

2008), (2) political context (e.g., Adams & Harte 1998; Williams 1999), (3) economic 

context (e.g., Guthrie & Parker 1989), (4) cultural context (e.g., Adams & Kuasirikun 

2000; Orij 2010), (5) ethical relativism (e.g., Lewis & Unerman 1999), (6) various 

periods of time (e.g., Adams 1999; Belal, Abdelsalam & Nizamee 2015), (7) pressure 

groups such as foreign investors (e.g., Belal & Owen 2007), (8) media pressure (e.g., 

Brown & Deegan 1998; Aerts & Cormier 2009), and finally, (9) the powers of specific 

stakeholders (e.g., Roberts 1992; Whitehouse 2006). 

• Corporate characteristics have also been examined as a possible factor that could 

influence CSR disclosure. These include: (1) company size (e.g., Adams, Hill & 

Roberts 1998; Cowen, Ferreri & Parker 1987; Patten 1991; Branco & Rodrigues 2008), 

(2) industry type (e.g., Deegan & Gordon 1996; Hackston & Milne 1996; O’Dwyer 

2003), (3) profitability (e.g., Cowen, Ferreri & Parker 1987; Patten 1992), (4) share 
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value (e.g., Patten 1991) and (5) debit and equality ratios (e.g., Patten 1992; Dhaliwal 

et al. 2011). 

2.5.5 Avoidance of CSR Disclosure 

Gray et al. (2001) highlighted three reasons why the studies on the literature of CSR disclosure 

seem inconsistent and at times even contradictory: (1) failure to distinguish between voluntary 

and mandatory disclosures, (2) country differences on the volume and subject of voluntary 

disclosure, and (3) the lack of a thersitical basis for CSR disclosure. Cahan et al. (2016) and de 

Villiers and Marques (2016) highlighted the measures of countries for CSR disclosure (to 

differentiate between them): (1) investor protection, (2) democracy, (3) government 

effectiveness, (4) regulatory quality, (5) press freedom and 6) commitment to CSR. 

CSR disclosure is voluntary when there is no obligation on a company to disclose both financial 

and non-financial information. Given this lack of external pressure, some companies may 

exhibit a reluctance to disclose certain types of CSR information, or none at all. There is a need 

to examine why this is so. CSR disclosure is largely voluntary based on the views of top 

management, when the key guidance for corporate behaviour is determined at ‘managerial 

discretion’ (Hemingway & Maclagan 2004; Crane, Matten & Moon 2010). Elsakit and 

Worthington (2012) stated that managers’ decisions whether or not to make CSR disclosures 

are influenced by two factors: (1) legislative requirements (whether or not there are laws or 

government regulations requiring information involving CSR issues be disclosed to the public) 

and (2) the degree to which managers are personally committed to the notion that social and 

environmental disclosure is important for their companies. Stubbs, Higgins and Milne (2013) 

interviewed 23 managers from the top 200 companies in Australia to understand why they had 

not adopted a sustainability reporting approach. They found that the major reasons for no 

involvement were: (1) lack of external stakeholder pressure, (2) no direct benefits expected, 
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(3) it is not obligatory—so ‘nice-to-do, not must-do’—and (4) corporate culture does not 

encourage involvement. 

Chandra and Greenball (1977) drew attention to the general reluctance of companies to make 

voluntary CSR disclosures, despite support and assistance from government agencies and other 

financial institutions. This study identified a number of possible reasons for this: 

1) the cost of collecting and publishing annual reports 

2) managers’ belief that providing extra information may have a negative impact on the 

market position of their companies by giving competitors the opportunity to use such 

information to their own advantage 

3) the potential confusion that such information could cause for those accessing it 

4) the risk that such information could discourage competitors from striving to innovate 

5) the generally negative attitude that many managers have towards CSR disclosure 

through a lack of understanding. 

However, the study affirmed while all of these reasons indicate a general reluctance of 

managers to disclose extra information, it emphasised that there is, as yet, no empirical 

evidence to support some of them. The study explained why each reason was invalid. First, it 

argued that while disclosure inevitably incurs extra costs, these are related solely to the 

publication of the reports, and therefore, are minimal, since management is already in 

possession of this information as part of its own information-gathering process for future 

decision-making. Thus, there is no need to go through the costly process of gathering further 

information. Second, it argued that since an efficient market is dependent upon each company 

possessing a great deal of knowledge about its competitors’ products and processes, voluntary 

disclosure would surely not be the decisive factor in determining a company’s market position. 

In relation to the third reason, the study proposed that annual reports are intended not only for 
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average stockholders, but also for the different levels of stakeholders who possess the expert 

knowledge to interpret such reports. With respect to the last two reasons, the researchers 

believe that fear of innovation does not influence the behaviour of US management. Finally, 

the study found that reluctance to disclose corporate reports in the US is more about avoiding 

conflict between management and investors in terms of how the reports should be used. 

Adams (2004) emphasised the need for a comprehensive set of mandatory regulations 

governing ethical, social and environmental reporting. She stated that guidelines for social and 

environmental audits must be developed to improve the completeness of reporting and to 

reduce the audit expectation gap between managers and stakeholders. In support of this, Momin 

and Parker (2013) stated that in some cases, without regulatory measures or mandatory CSR 

disclosure frameworks, CSR disclosure practices will remain minimal. O’Dwyer (2002) argued 

that companies tend not to disclose some of their information on CSR activities if that 

disclosure could cause further public demand for information or call their corporate actions 

into question. An earlier study by Sustainability and UNEP (1998, cited by Kolk 2004) outlined 

a number of motivations that drive a company’s decision not to publish its CSR report: 

1) doubts about the organisational advantages of this kind of reporting 

2) advantages that the publication of such information might provide to competitors 

3) belief that the public lack the knowledge needed to correctly interpret such reports 

4) fear of damage to the company’s reputation 

5) uncertainty about how to communicate such information 

6) costs of publishing the information 

7) difficulty in gathering data on all the company’s operations 

8) awareness of the possibility of even more stringent legal requirements in the future 
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9) fear that, if disclosures are made, supervisory bodies may request more details; this 

could prove costly, in terms of time and/or money for the company. 

Despite these motivations not to publish CSR information, Alessandri, Black and Jackson 

(2011) stressed that managing CSR disclosure, in a consistent manner, through corporate 

annual reports, will produce a positive corporate image, and, in the long term, create a positive 

corporate reputation. 

2.6 CSR Assurance 

In the last decade, accounting literature has drawn attention to CSR assurance (Cohen & 

Simnett 2015a; Farooq & de Villiers 2017; Velte & Stawinoga 2017). There is a high demand 

for this type of assurance, as it has the potential to add credibility and reliability to CSR 

information, thereby increasing the confidence of stakeholder groups. Some scholars believe 

that CSR assurance could also improve the value of corporate shares. Despite the evident value, 

both to shareholders and stakeholders, of voluntarily practising such assurance, few empirical 

studies have examined corporate motivations behind its practice (Simnett, Vanstraelen & Chua 

2009). 

In the accounting literature, ‘assurance’ has several synonyms, such as ‘auditing’, ‘verification’ 

and ‘validation’. It is even referred to as ‘attestation’ by Gray (2000). However, in the current 

context of CSR information, ‘assurance’ is the term generally agreed upon by most scholars 

(Deegan, Cooper & Shelly 2006). The concept of assurance is defined in several different ways. 

For example, according to the American Institute of Certified Public Accountants, it is a system 

of ‘independent professional services that improve information quality or its context’. A more 

comprehensive definition is provided by AccountAbility (2003, p. 7): ‘an evaluation, against a 

specified set of principles and standards, of the quality of specified public reports, and the 

systems, processes and competencies that deliver the associated information and underpin the 
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reporting organisation’s performance’. A simpler definition proposed by Deegan, Cooper and 

Shelly (2006, p. 3) describes assurance as ‘a process which increases the confidence people 

can have in a particular statement, report, or claim’. 

Apart from financial assurance, which has a relatively long history, there are a number of other 

types, such as assurance for electronic commerce, strategic planning and risk management, 

information systems, internal control and the environment (Hasan et al. 2005). In addition, CSR 

assurance is now also widely recognised in the literature as an effective monitoring mechanism 

to enhance the credibility of the sustainability aspects of CSR report and reduce stakeholder 

agency costs (Velte & Stawinoga 2017). 

CSR assurance is voluntary in nature, and as yet, lacks a set of specific guidelines that guarantee 

consistency of application. To remedy this, guidelines/frameworks have been developed by 

influential bodies such as AccountAbility (the AA1000 Assurance Standard, 2003), the 

International Auditing and Assurance Standards Board (the International Standards of 

Assurance Engagements [ISAE] 3000, 2004) and the GRI. The purpose of these is to provide 

guidance and support for accountants who conduct voluntary, non-financial assurance. Adams 

and Evans (2004) suggested that using a common set of assurance principles and guidelines for 

the voluntary assurance of CSR information would increase the credibility and completeness 

of that information. Garcia‐Sanchez et al. (2019) argued that not enough is known about how 

the capital market could react to assurance quality. We could assume that financial market may 

positively respond to a higher quality of assurance. Therefore, the higher the quality of 

assurance, the better the access to finance. 

While the practice of voluntary assurance involves considerable time, effort and cost (Coram, 

Monroe & Woodliff 2009), companies have the potential to benefit in a number of ways. First, 

it could assist management to fulfil its responsibility to be accountable to stakeholder groups 
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(Edgley, Jones & Solomon 2010). Second, it could assist businesses to attain legitimacy 

(O’Dwyer, Owen & Unerman 2011). Third, the practice could add value to firms by enhancing 

the credibility of their CSR disclosure and reducing information asymmetry (Adams & Evans 

2004; Simnett, Vanstraelen & Chua 2009; Jones & Solomon 2010; Moroney, Windsor & Aw 

2012; Zorio, Garcia‐Benau & Sierra 2013). In addition, CSR assurance could also increase a 

business’s share value (Coram, Monroe & Woodliff 2009). CSR assurance can also signal, to 

new investors, a company’s willingness to engage in CSR. This can attract more shareholders 

(Brown-Liburd & Zamora 2015; Cheng, Green & Ko 2015). According to Casey and Grenier 

(2015), CSR assurance can also be used for planning and risk management, both of which could 

benefit the company and its stakeholders. 

However, Adams (2004), Wong and Millington (2014), and Michelon, Pilonato and Ricceri 

(2015) argued that the only reason companies engage in CSR assurance is to improve their 

environmental image, or according to Birkey et al. (2019), to increase their environmental 

internal and external reputation rather than enhancing their accountability. This was confirmed 

by Cho et al. (2014), who found that the practice of CSR assurance is merely a symbolic gesture 

of companies to positively influence stakeholders’ perceptions of their commitment to CSR 

reporting. A similar conclusion was reached by Michelon, Pilonato and Ricceri (2015), who 

reported that companies primarily use CSR not to improve the quality of their disclosure, but 

to influence stakeholders’ perceptions of their corporate commitment to CSR reporting. 

Finally, certain managers believe that CSR assurance is of no benefit to a company, as it is of 

limited use and does not add value (Adams 1999). More recently, Farooq and de Villiers (2017) 

reviewed 50 academic journal articles on sustainability assurance, and highlighted the factors 

driving demand for CSR assurance and the obstacles preventing this. First, they divided the 

factors that motivated CSR assurance into internal and external. Internal factors included 

financial indicators and value-adding, whereas external factors were containing external 
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stakeholders demand, corporate characteristics such as size, membership demand, media 

pressure and country context. Obstacles to conducting CSR assurance and developing a 

strategy included the cost of engaging in CSR assurance, the lack of regulatory pressure and 

doubt regarding the ability of CSR assurance to add value. 

2.6.1 Credibility of CSR Assurance 

Since CSR assurance is a voluntary undertaking that lacks a common set of standards to 

regulate its practice, it is susceptible to managerial control or ‘capture’ (Smith, Haniffa & 

Fairbrass 2011; Wong & Millington 2014). According to Manurung and Basuki (2010), this 

control can extend to the quality of the information that is publicly disclosed. This means that 

the credibility of both the process and the resultant information is dependent on how 

stakeholders perceive the motivations of individual managers to engage in CSR assurance 

(Coram, Monroe & Woodliff 2009). For example, if stakeholders are aware that the manager 

has sole control of all aspects of the process, such as appointing the assurance provider, 

determining the design and scope of the audit and the degree of access granted to the provider, 

they could perceive this credibility as compromised. Managerial ‘capture’ is further enabled 

by a lack of stakeholder involvement in the assurance process (Bepari & Mollik 2016). The 

result of this is, again, that stakeholders might judge the credibility of the process and the CSR 

information it produces as impaired (Adams & Evans 2004; O’Dwyer & Owen 2005; Patten 

2014).  

To engage with impaired credibility, Gray (2000) and O’Dwyer and Owen (2005) suggested 

that CSR assurance be practised independently to avoid managerial ‘capture’ of the process. 

However, Goldberg, Gist and Lindquist (2011) argued that even independent auditors could 

not provide full assurance of CSR reporting, in situations in which corporate management 

exerts discretional control over the process and data generation. Wong and Millington (2014) 
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argued that a better approach to improving the assurance process would be to conduct further 

studies to identify stakeholder perceptions of, and demands for, CSR assurance. An added 

bonus of this is that it would encourage more stakeholders to engage in the assurance process, 

thereby reducing managerial control. This was highlighted previously by Edgley, Jones and 

Solomon (2010), who asserted that such stakeholder involvement also has the potential to 

improve managerial attitudes to CSR assurance. O’Dwyer, Owen and Unerman (2011) agreed 

that ultimately, the process of CSR assurance will only improve with the involvement of more 

stakeholders. According to Junior, Best and Cotter (2014), this could be achieved by providing 

stakeholders with full statements of CSR assurance—that is, ones that contain detailed 

information about the scope, results and recommendations of the process. 

2.6.2 CSR Assurance Providers 

As far as CSR assurance providers are concerned, there are several choices: internal assurance 

by internal company-based auditors, or external assurance by accountants, certification bodies, 

or/and specialist consultancies (Jones & Solomon 2010). However, even in the case of external 

providers, management still exercises autonomy in appointing such providers and restricting 

their function (Owen & O’Dwyer 2004; Goldberg, Gist & Lindquist 2011). 

Internal auditors are generally able to provide a high-quality assurance service. This is 

supported by Carey, Simnett and Tanewski (2000), who found that internal auditors are 

sufficiently qualified to move from their traditional role of assisting management in 

safeguarding assets and monitoring internal control systems, to one in which they add value to 

the entity, by engaging in business planning and risk management. 

Not all scholars agree that internal auditors are the best choice. Jones and Jonas (2011) asserted 

that employing an independent, unbiased service in the form of an external assuror would 

improve the credibility of CSR information. This was supported by Michelon, Pilonato and 
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Ricceri (2015), who argued that internal auditors are not independent, and so cannot be trusted 

to provide the same high-quality assurance with regard to the credibility, completeness and 

materiality of the CSR information disclosed, as do their independent counterparts. According 

to Simpson et al. (2016), the information that internal auditors provide could also be limited in 

nature and scope, due to managerial control. They found that the assurance carried out by 

internal auditors is likely to be of a poor quality because they believe that such auditors lack 

the skills and knowledge needed to undertake the process. 

Thus, to add more credibility to a company’s CSR information, Dando and Swift (2003) and 

Cohen and Simnett (2015b) recommended hiring an external, independent party to conduct 

CSR assurance. This type of assurance is often referred to as a third-party verification or 

auditing service (Manurung & Basuki 2010; Casey & Grenier 2015). The third party can be an 

accounting firm (either a Big Four or non-Big Four firm), a certification body, a specialist 

consultancy (Perego & Kolk 2012) or sometimes a combination of these (Junior, Best & Cotter 

2014). 

The literature indicates that employing a third-party assurance provider has benefits. Hodge, 

Subramaniam and Stewart (2009) suggested that such assurance could add value to a CSR 

report, in two ways. First, it would improve the quality of information by increasing the 

probability of detecting errors and omissions in the content; second, it would greatly enhance 

user perception of information credibility, thereby increasing user confidence. This is not the 

case if managers employ independent assurors simply ‘as a self-serving marketing effort’ 

(Jones & Jonas 2011)—that is, to convince users of the reliability of the company’s disclosures 

to improve their image (Coram, Monroe & Woodliff 2009). Despite this potential for misuse, 

Kolk and Perego (2010) and Mock, Rao and Srivastava (2013) noted that the number of 

companies providing external assurance of their CSR disclosure is increasing. Birkey et al. 
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(2019) identified a relationship between assurance provider type (accounting firms v. others 

providers) and environmental reputation. 

Some scholars have argued that for external assurors to be effective, they must meet certain 

criteria. For example, Huggins, Green and Simnett (2011) stated that they must: (1) be 

independent, (2) possess sufficient knowledge and expertise, (3) be trained and proficient in 

assurance and evidence-gathering techniques and (4) be able to exert a high degree of control 

over the assurance process. 

The influence of country-level institutional factors on the choice of CSR assurance providers 

has also been investigated. Mock, Strohm and Swartz (2007), Perego (2009), Simnett, 

Vanstraelen and Chua (2009) and Kolk and Perego (2010) reported that companies in countries 

that are stakeholder-oriented but weaker in governance are more likely to choose one of the 

Big Four accounting firms. These are PricewaterhouseCoopers, Klynveld Peat Marwick 

Goerdeler (KPMG), Ernst and Young, and Deloitte. This is because such countries believe that 

bigger firms are more effective monitors than smaller or specialist providers, due to their 

greater capacity to invest in new technologies and reputational capital (staff). However, Mock, 

Strohm and Swartz (2007) argued that this does not necessarily mean that non-Big Four 

accounting firms provide low-quality assurance services. Pflugrath, Roebuck and Simnett 

(2011) in their study of CSR assurance in three developed countries (the UK, US and 

Australia), found that the credibility of CSR information is enhanced in certain industries, such 

as mining, when there is considerable pressure (political, environment, social and financial) to 

misstate such information. 

Companies with a strong commitment to CSR prefer to have their CSR disclosure assured 

externally, and choose the most credible assurers (Clarkson et al. 2015). Today, there is strong 

competition in the CSR assurance market between accounting firms and consultancy firms, for 
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the provision of external CSR assurance. It would appear that currently, the Big Four 

accounting firms virtually control the market (Sierra, Zorio & Garcia‐Benau 2013). 

Francis (2004), Mock, Strohm and Swartz (2007), and Zorio, Garcia‐Benau and Sierra (2013) 

believe that the Big Four accounting firms are much better qualified than other specialist firms 

to provide CSR assurance and financial statement assurance due to their higher level of 

expertise in the non-financial area. O’Dwyer and Owen (2005) found that accountants who 

provide assurance were more likely to provide high-quality CSR assurance than were 

consultants. Hodge, Subramaniam and Stewart (2009), in their study of 145 MBA students at 

two large Australian universities, reported that users of CSR information have greater 

confidence when this information is assured by accounting firms, rather than by specialist 

consultancy firms. Similarly, Cheng, Green and Ko (2012) found that investors were more 

willing to invest in organisations that had their CSR reports assured by accounting firms rather 

than by non-accounting firms. However, Wong and Millington (2014) asserted that 

stakeholders prefer specialist consultant assurers rather than accountants, due the general 

perception that the former are more independent and have a broader knowledge than the latter, 

who are only competent in auditing procedures. This was supported by an analysis of 56 

assurance statements by Ball, Owen and Gray (2000). The data indicated that 66 per cent of 

these assurance statements were prepared by consultants, and only 23 percent by accountants. 

In addition, Owen and O’Dwyer (2004) found in that 54 per cent of assurance statements were 

prepared by consultancy firms, while only 46 per cent were prepared by accountants. However, 

Zorio, Garcia‐Benau and Sierra (2013) stated that most companies listed from 2005–2010 on 

the Spanish capital market chose one of the Big Four firms to assure their CSR reports. 
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Simnett, Vanstraelen and Chua (2009) found little evidence to support the argument that choice 

of CSR assurance provider (i.e., the decision to choose either an accountancy firm or a 

specialist firm) was made on the basis of either providing more credible information than the 

other. This was supported by Clarkson et al. (2015), who found that the deciding factor was a 

firm’s level of commitment to providing credible CSR information, and that this has a positive 

relationship both with its decision to undertake report assurance and its choice of provider. 

However, they found no evidence that a firm’s degree of CSR commitment is associated with 

a propensity to choose an accounting firm over any other type of assurance provider. Ball, 

Owen and Gray (2000) observed that firms usually prefer to hire specialist consultants to 

benefit from the independence that is the hallmark of the financial auditing profession. 

O’Dwyer and Owen (2005) suggested that CSR assurance, carried out by a combination of 

accountants and specialists, would provide greater credibility to CSR information. This is based 

on their view that accountants are keen to evaluate and assure the consistency of CSR 

information that underlies datasets, while consultants are more focused on the completeness 

and fairness of the CSR assurance process itself. This was supported by Perego (2009), who 

believes that accounting firms could provide a higher quality of assurance concerning the 

reporting format and procedures used, while consultancy firms could provide a better quality 

of assurance in terms of recommendations and opinions. 

Farooq and de Villiers (2017) identified six major differences between accounting firms and 

specialist firms in conducting CSR assurance (see Table 2.1). As can be observed, both are 

informed of their duties in assurance by specific guidelines. 
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Table 2.1. The Differences Between Accounting Firms and Specialist Firms for CSR 

Assurance 

Issue Accounting Firms Specialist Firms 

Knowledge of 

assurance, client 

operations and 

sustainability 

Due to their experience providing 

financial audit services, accountants are 

viewed as assurance experts. 

Given that accountants audit a reporting 

entity’s financial statements, they acquire 

a detailed and comprehensive 

understanding of reporters’ operations, 

which can be beneficial in the 

sustainability assurance engagement. 

Specialists have an advantage over 

accountants in that they have a better 

understanding of the subject of 

sustainability assurance (i.e., 

sustainability). 

Role of size Big Four accounting firms operate at a 

global level and can use their size to 

achieve economies of scale and invest in 

research and development in auditing. 

Most specialist firms operate at a local 

or national level and thus find it hard to 

compete against the Big Four. However, 

global certification providers and 

consultancies argue that they too 

operate on a global scale and can 

leverage similar benefits. 

CSR assurance 

provider 

independence and 

objectivity 

Accountants argue that independence and 

objectivity are the hallmark of their 

profession and they understand these 

issues better than specialists.  

Specialists argue that accountants have 

tarnished their reputation in a post-

Enron world and are unable to maintain 

their independence. 

Stakeholder 

perspectives on 

CSR assurance 

provider types 

Internal stakeholders view sustainability 

assurance as the same as or similar to a 

financial statement audit, and thus, are the 

rightful role of accountants. 

External stakeholders prefer to recruit 

specialists because they believe that 

subject matter expertise is more 

important and that Enron-type incidents 

reveal that accountants are not capable 

of maintaining independence. 

Impact of CSR 

assurance 

provider type on 

sustainability 

report quality 

There is no evidence to suggest that the 

type of CSR assurance provider has any 

impact on the quality of sustainability 

reports published. 

As for accounting firms. 

Approach to 

conducting 

sustainability 

assurance 

Accounting firms use ISAE3000 when 

conducting sustainability assurance 

engagements. This standard identifies 

limited and reasonable scope 

engagements. 

Specialist firms use AA1000AS when 

conducting sustainability assurance 

engagements. This standard classifies 

sustainability assurance engagements 

into Type 1 and Type 2. 

Source: Farooq and de Villiers (2019). 

2.6.3 Level of CSR Assurance 

In theory, it is possible for assurers to provide an almost infinite level of assurance, from an 

absolute level, to a low level, which is based upon a limited number of agreed upon procedures 

(Maijoor et al. 2002). In practice, assurance services cannot deliver an absolute level of CSR 

assurance, due to the limitations of the internal control system and the assurance process itself 

(Hasan et al. 2005). Despite these almost limitless levels, usually only two levels are 

undertaken by assurors: (1) either low or high, depending on the number of procedures carried 



58 

out by the assurer, or by the number of words in the report, or (2) positive or negative, in terms 

of the general nature of the report (Hasan et al. 2005). However, some scholars describe three 

levels of CSR assurance: no CSR assurance, a limited/moderate level of assurance, or a 

reasonable/high level (Hasan, Roebuck & Simnett 2003; Hasan et al. 2005). Mock, Strohm and 

Swartz (2007) classified CSR assurance into three categories: (1) a high level of assurance 

statements, when they are viewed as similar to the financial statements (positive), (2) a 

moderate level of assurance, when statements are viewed as simply reviews conducted by 

undertaking a set of agreed-up-on procedures (negative), and (3) a mixed-level assurance. 

Despite the variety of levels of CSR assurance available to management, ultimately, the level 

chosen depends on the company’s budget, as it is voluntary undertaking (Mock, Rao & 

Srivastava 2013). 

2.7 CSR Practices in Islamic Developing Countries 

First, it can be argued that most CSR, CSR disclosure and assurance literature has been reported 

in developed countries. These countries likely have different political, economic and social 

environments than developing countries (Khan, Muttakin & Siddiqui 2013; Soobaroyen & 

Mahadeo 2016). In fact, we know little about CSR in developing countries (Islam & Deegan 

2008; Jamali, Karam & Blowfield 2017), particularly in countries where Islam as a religion 

influences public daily life and business practice (Baydoun & Willett 2000; Lewis 2001; 

Sobhani, Zainuddin & Amran 2011). According to Pratten and Mashat (2009) and Macarulla 

and Talalweh (2012), Islam is one of the most important factors considered to influence CSR 

practice in Islamic developing countries. Such a religion demands that all people be treated 

equally with respect, honesty and care for the development of the community and the 

environment. A review of CSR literature found that there have been few imperial studies in 

understanding the motivations for CSR practice in Islamic developed countries (Alamer et al. 

2015a, 2015b). Additional empirical studies are needed to explain how Islam as a religion 
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could/does influence CSR practices in Islamic developing countries. Therefore, this study aims 

to fill that gap by examining CSR disclosure and assurance of IFIs and CFIs listed in one 

Islamic developing country: Kuwait. 

2.8 Summary 

This chapter discussed CSR and assurance along with the various definitions that have evolved 

across time. CSR assurance has become a strategy employed by corporate management to 

increase the credibility of, and hence, user confidence in, CSR information. Since managers 

retain a considerable degree of control over the assurance process, stakeholder confidence in 

the credibility, both of the process and the disclosed information that has been assured, is low. 

Engagement of external assurance services is perceived as a way to improve CSR credibility. 

As demand for these services increases, so does the choice of providers, with accounting and 

specialist firms vying to provide companies with CSR assurance. While there are no standards 

that regulate how CSR assurance is conducted as yet, there are three sets of guidelines that have 

already been developed by professional bodies. Although, in theory, there are a variety of levels 

of CSR assurance, the final decision concerning the particular level sought by a company rests 

with the management and is most often determined by budget constraints. Despite a number of 

recommendations concerning how to improve the process of CSR assurance, ultimately it 

comes down to increased stakeholder participation in the process. Finally, a brief discussion 

was undertaken regarding CSR, Islam and developing countries. 
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Chapter 3: CSR, CSR Disclosure, and CSR Assurance from an 

Islamic Perspective 

3.1 Introduction 

This chapter focuses on the Islamic perspective and CSR. The history of Islam as a religion 

and in terms of Islamic business and the economy, Islam and CSR frameworks, and disclosure, 

the Muslim manager’s motivation for CSR disclosure, and relevant literature are discussed 

briefly. This will help the reader understand how Islam as a religion might be expected to 

influence companies/managers and motivate CSR disclosure and assurance. 

3.2 Islam as a Religion 

Islam is the second-largest of the world’s three major religions, with 1.6 billion followers 

(Hackett et al. 2015). It began in the seventh century in Mecca (a city in today’s Saudi Arabia 

Kingdom) by the Prophet Muhammad, peace-be-upon-him (phub). Muslims follow the 

teachings of Islamic law, Sharia (Esposito 2011). Sharia is based on divine law as revealed in 

the Holy Quran; this divine law is considered a revelation from God, and the Sunnah, a 

collection of the teachings and practices of the Prophet Mohammad (phub) (Yusuf & Bahari 

2015). Following the death of the Prophet (phub), the principles of Al Fiqh were developed as 

additional moral guidelines. These represent the human understanding of Sharia, as interpreted 

by Islamic jurists, and include Ijma (the consensus of Muslim scholars), Qiyas (reasoning by 

analogy), Istihsan (the preference for particular judgements over others), Maslaha (the public 

good/interest), Urf (community norms) and (6) Istishab (established rulings that have been 

retained, as there is no evidence for rejecting them). It is these principles that inform modern-

day Islamic business activities. As human interpretation can change over time, this means that 

Al Fiqh, and consequently the Islamic commercial law that is based on it, may also change 
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(Dusuki & Abdullah 2007; Siwar & Hossain 2009). Thus, only the Holy Quran and Sunnah 

can be referred to as the primary (unchanging) sources of Sharia; all others are considered 

secondary sources, and therefore, are open to reinterpretation by Muslim scholars. 

For the Muslim, Islam is not just a religion. It is an essential element that will influence 

behaviours in dealing with others and conducting business (Rice 1999; Tinker 2004). Sharia is 

the core of Islam and cannot be separated from it. Thus, without implementing Sharia 

principles, there is no Islam. All Islamic beliefs, values and objectives are based on Sharia 

(Kamali 1989). Kamali (1989, p. 215) defined Sharia as ‘commands, prohibitions, guidance 

and principles that God has addressed to mankind pertaining to their conduct in this word and 

salvation in the next’. The word of Sharia itself is found in the Holy Quran (1998), which God 

addressed to his Prophet Muhammad (phub): 

Thus, we give you a Sharia in religion so follow it and follow not the wishes of those 

who have no knowledge (Quran, 45:18). 

The objective of Sharia is to provide wellbeing and a good life for humans that highlights 

brotherhood, social economic justice and balanced satisfaction of both material and spiritual 

needs of all humans (Rice 1999; Muhammad et al. 2008). 

3.3 Islamic Concept of Economics 

Islamic institutions do not have a long history in business. The Nasser Social Bank was the first 

Islamic bank, established in Egypt in 1971 to provide basic banking services such as accepting 

deposits, starting investments, equity participation and a financial role (Al-Jazzazi & Sultan 

2015). In 2008, the value of Islamic banks reached US951 billion and they now operate in more 

than 50 countries (Hanif 2014). In 2016, these institutions were widely distributed in Islamic 

and non-Islamic countries, with financial assets reaching US2 trillion at the end of 2014 

(Alawode 2015; Hussain, Shahmoradi & Turk 2015). By this time, several other regulatory 
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bodies, such as the Accounting and Auditing Organisation for Islamic Financial Institution 

(AAOIFI), had also emerged with the aim of promoting Islamic financial practices and 

providing guidance, based on Islamic law, for accounting and reporting by Islamic institutions 

(Mohammad & Shahwan 2013). Thus, in the international world of finance, Islamic institutions 

represent a powerful force, one that operates from its own set of religious values. 

The concept of economic in Islam is not the same as the meaning adopted by Western countries. 

Zaman (1984, p. 50) defined Islamic economics as: 

the knowledge and application of injections and rules of the Sharia that prevent 

injustice in the acquisition and disposal of material resources in order to provide 

satisfaction to human beings and enable them to perform their obligations to Allah 

and the society. 

Thus, the Islamic economy is more concerned with socioeconomic ideas than the Western 

economy that is based on socio-political objectives. Such socioeconomic processes of business 

cannot be undertaken without including moral and ethical values (Belkaoui 1980; Guthrie & 

Parker 1989; Sairally 2007b). According to Siddiqi (1980, cited in Platonova 2013), who is 

known as one of the ‘fathers of the Islamic economics’, Islamic economics must follow goals 

such as: 

• enhancing human wellbeing 

• reaching sufficiency and harmony in society as well eliminating poverty and fear 

• meeting basic needs of individuals 

• providing a higher quality in life and better place to live and optimising the use of 

available resources 

• fulfilling spiritual need of society 

• establishing economic and social justice, and maintaining a background for equality of 

opportunity and cooperation 
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• encouraging universal brotherhood and justice, and distributing national income and 

freedom in accordance with the principles of justice and equity and the context of social 

welfare. 

Islam does not prohibit Muslims from conducting businesses and gaining profit; however, these 

businesses must follow Islamic ethical principles. Within the Islamic moral economy, Islamic 

institutions have to contribute to human and economic development by enhancing and 

protecting the individual, society and environment (Platonova 2013). Therefore, it is important 

for Islamic institutions to work with society to achieve their aims by delivering extra 

information (financial and non-financial) to improve their reputation and image. Practising 

CSR disclosure could be a moral strategy for Islamic institutions to insure their commitment 

to stakeholders. 

Pomeranz (1997) believes that Islamic institutions (banks) exist for three main reasons: (1) to 

support permitted (halal) products, (2) to avoid interest (usury), and (3) to meet a desire to deal 

with an ethical and moral institution instead of conventional one. Ebrahim and Joo (2001) 

argued that avoiding interest is the only characteristic of Islamic institutions. They specified 

that Islamic institutions can be differentiated from conventional businesses based on if they: 

(1) implement the value system based on Sharia in term of the Muslim socioeconomic system, 

(2) foster the growth of the Muslim economy by developing financial markets, investment 

instruments and institutions, and (3) reduce opportunities for economic crises to occur by 

promoting risk-sharing instruments. Basah and Yusuf (2013) initiated that Islamic business has 

five characteristics, based on its religious identity: (1) prohibit usury in all transactions, (2) 

obligation to deal with lawful (halal) activities and avoid unlawful (haram) activities, (3) risk-

sharing between the capital providers (investor) and users (entrepreneurs), (4) payment of 

zakat, and finally (5) presence of a Sharia supervisory board. 
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3.4 Islam and the Concept of CSR 

Within business, some scholars have discussed the ethical standards of religion expected at the 

organisational level (Epstein 2002; Williams & Zinkin 2005; Griffin & Sun 2017; Farooq, Hao 

& Liu 2019). Others have focused on the influence of these religions’ values and beliefs at the 

managerial level when it influences attitudes and decision-making (Agle & Van Buren 1999; 

Brammer, Williams & Zinkin 2007). 

Islamic moral economy itself can be provide a rational foundation and motivation for 

sustainability and CSR by indigenising all stakeholders, including society (Beekun & Badawi 

2005; Asutay 2012; Platonova 2013). The concept of CSR is not far from the teaching of Islam 

and can be one of the main concepts in Islamic principles that work for equal distribution of 

wealth and social justice (Barise 2005; Basah & Yusuf 2013; Franzoni & Allali 2018). There 

is no conflict between the intent of CSR and Islam, as Islam requires greater transparency, 

ethical behaviour and respect for different stakeholder groups in all business processes (Dusuki 

2008b). Azid, Asutay and Burki (2007) stated that the aim of Islam is to create an environment 

of justice and benevolence within all institutional activities, whether economic, social, culture 

or political. These kinds of institutions were only established to practise ethical business within 

the society in which they operate (Brammer, Williams & Zinkin 2007). Institutions that seek 

to maximise their profits at the cost of social welfare are prohibited in the Islamic religion 

(Yusof & Amin 2007). 

Since the early 2000s, several scholars have influenced CSR from an Islamic perspective and 

have started to discuss this issue (Ragab Rizk 2005; Mohammed 2007; Dusuki & Abdullah 

2007; Dusuki 2008b; Muhamad, Sukor & Rizal 2008; Khan & Karim 2010; Taman 2011; 

Khatun & Alautiyat 2012; Wan Jusoh, Ibrahim & Napiah 2015; Turker 2016). All agreed that 
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the main objective of CSR in Islam is to promote social justice and to attend the welfare of the 

whole community. In addition, they argued that Islam is accountable for CSR. 

Those with a narrow view of Islam can refer to the third pillar of Islam zakat (a form of alms-

giving treated in Islam) as the only way when referring to the concept of CSR in Islam. Barise 

(2005) defined zakat as ‘Muslims are required to pay a fixed proportion of their possessions 

for the welfare of the whole community, and the poor in particular’. In Islam, there is zakat and 

Sadaka (charity/donation). Both concepts can have similar aims, but are totally difference (see 

Table 3.1). 

Table 3.1. The Difference Between Zakat and Sadaka 

Characteristics Zakat Sadaka 

Obligation Obligatory Voluntary 

Time Once a year No specific time (any time) 

Amount Specific amount—2.5% of net income No limit and prefer to be secret 

Types Money or equal to Can be money or any type of things or deed 

Source: Modified from Taman (2011). 

Thus, it is mistake for institutional management to refer to its zakat as the only concept for its 

CSR activities within society (Sairally 2007a). In addition, it has been claimed that Islamic 

institutions have turned the CSR concept into corporate philanthropy (Jamali & Karam 2016). 

The real concept and approach to CSR by institutions involves doing things in the right way, 

and for the ultimate benefit of the society (Nathan & Ribiere 2007). 

Some scholars have adopted a critical view of the CSR approach by the West and Islam to 

narrow the gap between them. For example, Baydoun and Willett (2000) summarised the 

differences between CSR practice in Islam and Western in three general measures: philosophy, 

principles and criteria (see Table 3.2). Islamic institutions focus on morality and ethical 

dealings in business while Western institutions focus on profit and the application of 

commercial law to business practice. 
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Table 3.2. The Difference Between Western and Islamic CSR Practice 

Characteristics Western Corporate Islamic Corporate 

Philosophical/viewpoint Economic rationalism Unity of God 

Principles Secular 

Individualistic 

Profit maximisation 

Survival of fittest process 

Religious 

Communal 

Reasonable profit 

Equity environment 

 

Criteria Based upon modern commercial law 

that is permissive rather than ethical: 

1.Limited disclosure: provide 

information subject to public interest 

2.Personal accountability: focus on 

individuals who control resources 

Based upon ethical law originating in the Quran 

and Sunnah: 

1. Full disclosure: to satisfy any reasonable 

demand for information in accordance with 

Sharia law 

2. Public accountability: focus on the community 

who participate in exploiting resources 

Source: Modified from Baydoun and Willett (2000). 

A more recent comparison between CSR in Islamic and conventional banks was conducted by 

Aracil (2019) in Turkey. Table 3.3 presents the four levels of analysis. 

Table 3.3. CSR at Islamic and Conventional Banks at Different Levels of Analysis 

Levels Islamic Bank Conventional Bank 

Explicit or implicit 

CSR actions 

Philanthropy; core business: zakat, riba, 

education and environmental care based on 

Sharia mandates 

 

Core business: financial inclusion education 

and environmental care through restrictive 

funding guidelines beyond existing regulation 

Prevailing Informal institutions (religion, culture, 

beliefs) 

 

Formal institutions (political, financial, 

educational) 

Main motivations Normative (ethical identity) 

 

Instrumental 

Outcomes for the 

bank 

Sharia audit board compliance Legitimacy and reputation enhancement 

Source: Aracil (2019, p. 602). 

 

Despite the differences between Islamic institutions and conventional institutions in their 

philosophy and in operation, CSR has become important to both groups. Islamic institutions 

emphasise social orientation without neglecting profit, an institutional system that is run based 

on Sharia law to prosper society. Conventional institutions are more profit-oriented; CSR 

emphasises improving financial performance. Theoretically, CSR in Western concepts can be 

applied in Islamic organisations, but the content remains (Faliza et al. 2019). 
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3.5 Islam and CSR Disclosure 

Islam, as a religion, has an impact on accounting practices (Baydoun & Willett 2000; Lewis 

2001; Kamla 2007; Sobhani, Zainuddin & Amran 2011). This is because Islamic institutions 

must comply with Sharia by having their own flexible accounting system and reporting 

standards that require them to achieve a balance between financial and social performance 

(Beekun & Badawi 2005). This requirement to comply with Sharia differentiates Islamic 

institutions from their conventional counterparts (Mirza & Baydoun 1999; Sulaiman 2001; 

Haniffa & Hudaib 2002; Haniffa, Hudaib & Mirza 2004; Kamla 2009). According to Platonova 

et al. (2018, p. 465), Islamic banks are: 

obliged to operate, utilise and highlight instruments, roles and regulations of the 

Sharia in their ‘mission and vision’ statement that will positively result in a high level 

of disclosure, which leads to enhance its impact on future financial performance. 

There has been increased focus in the literature on the influence of religion on accounting and 

financial studies (Mirza & Baydoun 1999; Baydoun & Willett 2000; Lewis 2001; Brammer, 

Williams & Zinkin 2007). Simultaneously, an increasing number of studies have discussed 

Islamic institutions addressing CSR disclosure in general (Mirza & Baydoun 1999; Farook & 

Lanis 2007; Hassan & Syafri Harahap 2010; Aribi & Gao 2012; Issalih et al. 2015) and social 

disclosure in particular (Haniffa 2001; Maali, Casson & Napier 2003; Yahya, Abdul Rahman 

& Tayib 2005; Maali, Casson & Napier 2006; Zubairu, Sakariyau & Dauda 2011; Darus, Fauzi, 

et al. 2014). Many of these studies have been descriptive, using content analysis, with fewer 

studies examining the motivation for CSR disclosure (Farook & Lanis 2007; Farook, Hassan 

& Lanis 2011; Alamer et al. 2015a). Content analysis alone has shed little light on corporates’ 

motivations for implementing CSR (Unerman 2000; Belal & Momin 2009). 
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Gambling and Karim (1986) argued that Western accounting and reporting systems are not 

acceptable for Islamic institutions. They called for accounting and reporting systems for this 

type of institution that are based clearly on moral and ethical values. Haji and Ghazali (2013) 

believe that Islamic institutions that follow Sharia have to be more transparent in reporting their 

activities. Similarly, Haniffa (2001) argued that Islamic institutions must develop their CSR 

framework to fulfil their accountability and transparency. 

Prior research on Islamic CSR disclosure can be divided into six different streams. The first 

stream of research discusses the measurement of CSR disclosure. The second stream 

investigates the determinants of CSR disclosure, while the third examines the impact of CSR. 

The fourth stream of research compares the Western approach of CSR disclosure and the 

Islamic approach. The fifth stream explores the perception of CSR disclosure. The final stream 

focuses on CSR as a form of poverty reduction (Trianaputri, Siswantoro & Dewi 2017). 

Traditionally, Islamic institutions have to practice businesses activities with full consideration 

of Islamic moral and ethical values towards the societies in which they operate (Sairally 2007b; 

Taman 2011). Therefore, some scholars have followed Islamic ethical principles as a 

framework for CSR, such as Hanafy and Sallam (2001) (cited in Muhamad, Sukor & Rizal 

2008), who initiated Islamic ethics in business and management based on six major ethical 

principles—truthfulness, trust, sincerity, brotherhood, science and knowledge and justice. 

Naqvi (2001) outlined different ethical principles of business in Islam: unity, equilibrium, free 

will and responsibility. 

Khatun and Alautiyat (2012) proposed another Islamic CSR framework, but this framework 

was based only in AL-Tawhid. Al-Tawhid highlights three relationships: 

1) Relationship with Allah: In this relationship, Muslims have to follow Islamic law 

(Sharia) and employ Al-Taqwa in the business paradigm. In this regard, the corporation 
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can be viewed as the servant and representatives of Allah on Earth. Therefore, all 

resources controlled by the organisation must be utilised in a ‘good’ manner for the 

development of people and society. This means that organisations must follow all 

lawful (halal) aspects in all commercial activities. 

2) Relationship with humans: In this regard, organisations must deal with stakeholder 

groups, adopting an Islamic business code of ethics. These stakeholders can include 

shareholders, employees, customers, suppliers, government, competitors and the whole 

community. The Islamic code of ethics includes justice, truthfulness, benevolence, 

sincerity, trust and public goodwill. 

3) Relationship with the environment: Islam has always called for moderation in the 

development of natural resources, protecting them from harm and deterioration. Excess 

and over-extension of natural resources in Islam is prohibited. 

More recently, Issalih et al. (2015) developed an Islamic CSR framework based on the concept 

of Maqasid Al-Sharia. It contains three dimensions: objectives, content and information types. 

In the objectives stage, the main objective of social disclosure of Islamic institutions was 

addressed to discharge their accountability towards stakeholder groups and disclose the actions 

that affect stakeholders’ welfare. At this stage, the business must show commitment to Sharia 

and clarify which actions have affected stakeholders’ welfare. The second stage is to address 

the area (themes of classification) and the items that should be disclosed. They found that items 

should be classified into five main areas (themes): financial and investment, employee, 

product/consumers, environment and society. In the last stage, the business has to address what 

type of information should be included in its social accounting disclosure. They identified three 

information types that should be included: vision and goals (commitment), management 

approach (actions) and performance indicators (outcomes). In the same sense, Arsad et al. 

(2015) suggested a contribution of Islamic CSR based on Maqasid Al-Sharia to manage the 



70 

contemporary CSR issues in Islamic business with four dimensions of CSR activities: 

workplace, environmental, community and marketplace. Table 3.4 presents the distinction 

between the contemporary CSR approach and Islamic CSR approach in those four dimensions. 

Table 3.4. The Difference in Approach for CSR Between Conventional and Islamic 

Dimensions Contemporary CSR 

Approach 

Dimensions of 

Maqasid Al-

Sharia 

Maqasid Sharia’s 

Sources 

Parameters of 

Maqasid Al-

Sharia 

Workplace Provide adequate 

training, maintain 

equipment in good 

working condition, 

maintain a safe 

working environment 

Protect health and 

safety, treat employees 

fairly in terms of 

wages, working hours 

etc. 

Invest in education and 

training 

Respect workers’ 

rights, deal with 

workers’ problems 

quickly and fairly 

Promote human rights 

Ensure operations 

respect human rights 

Refrain from lending 

to oppressive regime 

or companies violating 

human rights  

Preserve/protect 

faith (al-din) 

Preserve/protect 

life (al- ‘nafs) 

Protect intellect 

(al- ‘aql) 

Preserve/protect 

dignity (al-ird) 

Preserve/protect 

property (al-mal) 

Managers are 

responsible for their 

employees 

Employees are your 

brothers and you 

should help them 

Employees should be 

receiving a salary if 

they finish their jobs 

Employees work as 

team 

Employees have 

rights, such as 

respect and 

management of their 

problems 

 

 

 

 

 

 

1.Essentials 

(Dharuriyyat) 

 

 

 

2. Complementary 

(Hajiyyat) 

 

 

 

3. Establishment 

(Tahsiniyyat) 

Environment Good pollution 

control, waste and 

recycle policy 

Energy conservation 

Do not do things that 

harm the environment 

Undertake initiatives to 

promote environmental 

responsibility 

Preserve/protect 

faith (al-din) 

Preserve/protect 

life (al- ‘nafs) 

Protect 

intellect (al-‘aql) 

Preserve/protect 

dignity (al-‘ird) 

Preserve/protect 

property (al-al) 

 

Condemn 

exploitation of the 

environment 

Remove all kinds of 

harm to environment 

Protect the Earth 

from any harm and 

destruction 

Community Help solve social 

problems 

Support charities and 

community projects 

Participate in 

management of public 

affairs 

Play a role in society 

beyond profit 

maximisation  

Preserve/protect 

faith (al-din) 

Preserve/protect 

life (al-‘nafs) 

Protect intellect 

(al-‘aql) 

Preserve/protect 

dignity (al-‘ird) 

Preserve/protect 

property (al-mal) 

Disclose human 

resource data 

Provide charity 

Help others 

Promote wellbeing  

Engage in the 

community 



71 

Marketplace Declaration of quality, 

safety and hygienic 

production process 

Fair prices 

Provide halal products 

and services 

Fair trading 

relationship  

Environmentally 

friendly products and 

services 

Protection health and 

safety of consumers 

Preserve/protect 

faith (al-din) 

Preserve/protect 

life (al- ‘nafs) 

Protect intellect 

(al- ‘aql) 

Preserve/protect 

dignity (al- ‘ird) 

Preserve/protect 

property (al-mal) 

Introduce quality, 

useful and safe 

products and services 

Deal with halal and 

haram, considered 

forbidden  

Fair, open and 

ethical behaviour in 

all business 

processes 

Source: Arsad et al. (2015). 

Scholars in Islamic CSR have also adopted Carroll’s pyramid as a model of CSR that covers 

four dimensions of corporate responsibility (economic, legal, ethical and philanthropic). 

Dusuki and Yusof (2008) used this model to extend Malaysian stakeholders’ perspectives on 

CSR. Khurshid et al. (2014) examined Carroll’s pyramid of CSR and found that it could be 

used by Islamic and conventional institutions because both types share common humanitarian 

grounds in regard to economic, legal, ethical and philanthropic responsibilities. Whatever 

framework is adopted must be able to balance the institution’s economic, social and 

environmental responsibilities (Widiyanti 2017) and meet various stakeholders’ interests 

(Beekun & Badawi 2005; Dusuki & Yusof 2008). 

3.6 Measurement of Islamic CSR Disclosure 

Several studies have sought to measure the level of CSR disclosure by Islamic institutions 

(mainly banks) (Alamer et al. 2015a). A variety of methods have been used. Western methods 

of measurement were used by Sairally (2007b), who used Woods’s (1991) model and Musa 

(2015), who used Bourne and Snead’s (1999) model. Maali, Casson and Napier (2006), Haniffa 

and Hudaib (2007) and Hassan and Syafri Harahap (2010) developed their own CSR disclosure 

index based on Sharia, while others such as Farook, Hassan and Lanis (2011) and Zubairu, 

Sakariyau and Dauda (2011) used existing Sharia-based models. Whatever the model used, 

most content analysis agreed that the level of such disclosure, in general, was low (Harahap 
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2002; Maali, Casson & Napier 2006; Farook & Lanis 2007; Othman, Thani & Ghani 2009; 

Hassan & Syafri Harahap 2010; Ousama & Fatima 2010; El-Halaby & Hussainey 2015). 

A number of these studies assessed whether disclosures reflected the Islamic values of those 

institutions. Haniffa and Hudaib (2007) found that the information disclosed by Islamic 

institutions was not congruent with their ethical identity—an identity that stems from their 

business philosophies being closely tied to Islam. Nor and Asutay (2011) pushed further to 

claim that the disclosure of Islamic banks reveals that they follow the same objective as their 

conventional counterparts—to be solely profitable rather than remaining true to their ethical 

identity by being socially responsible. Similarly, Kamla and Rammal (2013) concluded that, 

despite emphasising their religious identity, Islamic banks miss the mark concerning social 

justice by failing to reduce poverty. This was supported by Aribi and Gao (2010), who found 

that there were no significant differences in the content of CSR disclosure between Islamic 

banks and conventional banks. 

3.7 Determinants of Islamic CSR Disclosure 

Islamic business transactions are based on three key Islamic principles: accountability, social 

justice, and ownership and trust (Schoon 2011). This is supported many Islamic scholars, 

including Maali, Casson and Napier (2006), Hassan and Syafri Harahap (2010), Ullah and 

Jamali (2010), Zubairu, Sakariyau and Dauda (2011), and Abbasi et al. (2012). All these 

authors believe that these three Islamic principles inform the communication of CSR 

information by Islamic institutions. 

3.7.1 Accountability 

The concept of accountability is widely used in social accounting literature to explain corporate 

motivations for social reporting (Gray, Owen & Maunders 1987; Parker 2005; Ismail 2015). 
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Gray, Owen and Adams (1996, p. 38) defined accountability as ‘the duty to provide an account 

of actions for which one is held responsible’. That is, accountability is based on a system of 

social and moral obligations. Such obligations demand that institutions act for the benefit of 

societal welfare rather than self-interest. A demonstration of this requires management to act 

appropriately and disclosure to stakeholders how they have done so. According to (Ijiri 1983), 

the objective of social accounting, which has a framework based on accountability, is to 

provide a fair system of information flow between two parties: the ‘accounter’ and the 

‘accountee’. In this system, the former has a responsibility to protect the right to information 

of the latter. Since Islamic institutions operate within Islamic principles (Sharia), they are 

bound by their duty to Allah to be accountable and provide corporate stakeholders with full 

disclosure of their operations (Aribi & Gao 2010). Lewis (2001; 2006) elaborated on this, 

stating that, from an accountability perspective, Islamic institutions must disclose fully 

transparent and reliable information about all assets and liabilities. However, a number of 

scholars have emphasised that these disclosures must go beyond the mere financial aspect to 

include information on all social matters (Beekun & Badawi 2005; Kamla & Rammal 2013). 

Thus, it is not surprising that Islamic institutions tend to embrace a corporate culture premised 

on accountability. While under Islamic law (Sharia), every Muslim is accountable for their 

deeds to God, as well as to the community in which they live, Islamic business is especially so. 

Lewis (2001) confirmed this, stating that managers and providers of capital (depositors) to 

Islamic institutions are accountable for their actions, both to inside and outside stakeholders, 

including the community. He added that these stakeholders, in turn, have a right to hold the 

company accountable by demanding access to information about how its operations affect their 

welfare. Othman, Thani and Ghani (2009) echoed this, adding that stakeholders have a right to 

know whether a company’s CSR activities abide by the principles of Sharia. In this way, 

accountability satisfies the needs of a broad range of users. Thus, Lewis (2001) concluded that 
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a full and truthful disclosure of information from Islamic institutions is needed to enable 

potential investors to assess their investment risk. Further, such disclosure helps Muslim 

managers and providers of capital to Islamic institutions to fulfil their moral obligations to 

Allah and their community. 

3.7.2 Social Justice 

The two main principles of Islamic business are economic and social justice through risk-

sharing and the prohibition of interest (Khan & Bhatti 2008; Olson & Zoubi 2008). Islamic 

institutions are expected to have an ethical identity and social and economic objectives that set 

them apart from their conventional counterparts (Haniffa & Hudaib 2007). This ethical identity 

is based on the principle of social justice—that is, the wellbeing of society (Dusuki & Dar 

2005). Haniffa and Cooke (2002), Farook and Lanis (2007), and Jamali and Sdiani (2013) 

suggested that when religious beliefs play a significant role in determining the values shared 

by the people of a particular country, the expectation is that this country practises CSR 

disclosure. This is the case with Islamic countries bound by Sharia, as their institutions are 

expected to provide CSR disclosure based on Islamic principles and the Islamic code of ethics 

(Baydoun & Willett 2000). This was supported by Beekun and Badawi (2005), who confirmed 

that disclosure of a balance of financial and non-financial information is expected from Islamic 

institutions. Lewis (2001) furthered this by stating that managers of such institutions have a 

sacred obligation to establish an ethos of socioeconomic justice within their own institutions, 

and to translate this into full disclosure of their business dealings. However, some empirical 

studies (e.g., Maali, Casson & Napier 2006; Haniffa & Hudaib 2010) have revealed that for the 

most part, Islamic institutions are not yet meeting these expectations. 

 



75 

Despite this, in the last two decades, the Islamic financial sector has succeeded in gaining 

customer trust because of its ethical, Islamic-based practice of receiving deposits on a profit- 

and loss-sharing basis (Hanif 2014). This has led to significant growth in the sector. Therefore, 

it is important that it maintains, or even increases, this growth, by voluntarily disclosing CSR 

information (Maali, Casson & Napier 2006), information that confirms the commitment of 

Islamic institutions to social justice and human welfare (Zubairu, Sakariyau & Dauda 2011). 

This process could be facilitated by the provision of a broad and flexible set of accounting 

standards that would provide transparent, comparable information about Islamic institutions’ 

financial and social performances (Mirza & Baydoun 1999). 

While socio-political factors drive Western businesses, Islamic business are driven by 

socioeconomic interests (Hassan et al. 2012). This was confirmed by a number of Islamic 

scholars, such as Aribi and Gao (2012), who noted that the role of Islamic institutions is to 

engage in CSR activities that tackle social issues, such as poverty and a lack of social justice, 

and to disclose information concerning these activities (Farook & Lanis 2011). However, 

Kamla and Rammal (2013) reported that at the time of their study, Islamic institutions were 

failing to provide such information. 

3.7.3 Ownership and trust 

Muslims believe that the entire universe belongs to Allah, and that humans were created to 

worship him (Quran, 51:56) and be his ‘khalifa’ (vice-regents) on Earth (Quran, 2:30). Due to 

this unique role, Muslims are expected to improve the world, rule people ethically and ensure 

that other Muslims obey Allah (Haniffa & Hudaib 2010; Hassan & Syafri Harahap 2010). Thus, 

Muslims have a responsibility to use available resources on the Earth according to the will of 

Allah and for the benefit of society (Maali, Casson & Napier 2006). In relation to business 

practices, this means that Muslim managers have a duty to act as trustees for others, in 
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managing and controlling their institutions’ resources wisely (Rice 1999). According to 

Helfaya, Kotb and Hanafi (2016, p. 1), these actions of God’s vice-regents are motivated by 

‘earthly and heavenly rewards’. 

This concept of ownership-trust, along with those of accountability and social justice, comprise 

a social relations system that can be used as a framework to describe CSR disclosure by Islamic 

institutions. These concepts set Islamic institutions apart from their conventional counterparts. 

Hoque, Khan and Mowla (2013) identified the characteristics of Islamic institutions, and placed 

them on a 23-item list: trust in Allah, missionary zeal, a strong work ethic, excellence, honesty 

and truthfulness, accountability, morality, consultative decision-making, cultivation of good 

behaviours and prohibition of wrong ones, absolute sincerity, knowledge, good behaviour, 

justice, cooperation, mutual trust, mutual respect, sacrifice, physical soundness, neatness and 

cleanliness, brotherly treatment of employees, observance of compulsory prayer, observance 

of Islamic dress codes, prohibition of backbiting and slander. 

3.8 The Relationship Between Islamic CSR Disclosure and Corporate 

Performance 

Several studies have examined the relationship CSR disclosure of Islamic institutions and their 

financial performance. For example, Arshad, Othman and Othman (2012) identified a positive 

relationship between the CSR activities communicated by 17 Islamic banks in their annual 

reports (2008, 2009 and 2010) and corporate reputation and performance. Similar findings were 

reported by Mallin, Farag and Ow-Yong (2014), who examined the level of CSR disclosure 

among 90 Islamic banks across 13 different countries to identify the relationship between CSR 

disclosure and financial performance. They found a positive association between CSR 

disclosure and financial performance, and found the Sharia supervisory board (SSB) influential 

in the level of CSR disclosure. A similar approach by El-Halaby and Hussainey (2015) 
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investigated the level of CSR disclosure and its determinants in Islamic banks around the world. 

Using content analysis of the annual reports of 138 Islamic banks across 25 courtiers, they 

concluded that the level of CSR disclosure was a very low. Further, they found that accounting 

standards, auditor type, bank size and existence of an SSB had positive associations with the 

level of CSR disclosure. Platonova et al. (2018) examined the impact of CSR disclosure 

practices of the Gulf Cooperation Council (GCC) and Islamic banks on their financial 

performance using content analysis of annual reports for 2000–2014. He reported a positive 

relationship between the CSR disclosure and financial performance of these banks. 

3.9 Difference Between Western Approach and Islamic Approach of CSR 

Disclosure 

The differences and similarities between CSR activities practised by managers in Islamic, 

compared to those of conventional institutions, has also been a subject of research (see Table 

3.5.). Those who used a content analysis approach found that the main disclosure difference 

between IFIs and CFIs was due to religious aspects, including SSB reports, zakat and charity 

donation and interest-free loans. 

Table 3.5. Studies on CSR Disclosure of IFIs and CFIs 

Author(s) Objective(s) Region Method Conclusion 

Aribi and 

Gao (2010) 

To examine the 

influence of 

Islam on CSR 

disclosure in 

Islamic 

financial 

institutions 

Member 

countries of 

the GCC 

Content analysis, based on 

number of words in the 

annual reports of 21 IFIs 

and 21 CFIs 

There was only one notable 

difference between the CSR 

disclosure of IFIs and CFIs: 

more of the disclosure made by 

IFIs consisted of information 

related to religious matters, 

such as zakat, charitable 

donations, interest-free loans 

and Sharia compliance, as 

reported by the SSB 

Hassan et 

al. (2012) 

To compare 

CSR practices 

in Islamic and 

conventional 

banking 

 

 

 

Pakistan Content analysis, based on 

10 Islamic banks and 10 

conventional banks 

There was little difference in 

the level and the degree of CSR 

between both types of banks. 

This difference is due to expose 

of IFIs to Islam 
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Sobhani, 

Amran and 

Zainuddin 

(2012) 

One objective 

was to compare 

the CSR 

disclosure of 

Islamic banks 

and 

conventional 

banks 

Bangladesh Content analysis, using an 

index of 125 items of CSR 

disclosure, of the annual 

reports and websites of 23 

conventional banks and 6 

Islamic banks 

While Islamic banks disclosed 

more information related to 

sustainability than conventional 

banks, the difference was not 

significant 

Zainal, 

Zulkifli 

and Saleh 

(2013) 

To compare 

Sharia-

compliant 

(Islamic) and 

non-Sharia-

compliant 

(conventional) 

firms, in terms 

of quantity and 

quality of CSR 

disclosure 

Malaysia Content analysis (based on 

the number of sentences, 

for quantity, and extent of 

disclosure, for quality) of 

the annual reports of 300 

institutions listed on Bursa 

Malaysia from 2005–2009 

(126 firms were Sharia-

compliant and 54 were not) 

There were no significant 

differences overall in terms of 

the quantity and quality of CSR 

disclosure between Sharia-

compliant and non-Sharia-

compliant firms 

Chintaman 

(2014) 

One objective 

was to compare 

the CSR 

practices of 

Islamic banks 

and 

conventional 

banks  

Member 

countries of 

the GCC 

A case study and content-

analysis-based on data 

collected from journals, 

annual reports, CSR 

reports, sustainability 

reports, books and 

websites of 3 conventional 

banks and 3 Islamic banks  

There were no significant 

differences between the CSR 

disclosure of Islamic banks and 

that of conventional banks 

Ali and 

Rahman 

(2015) 

To compare the 

CSR practices 

of Islamic and 

conventional 

banks 

Bangladesh Content analysis, using 22 

items, covering 7 areas of 

CSR of annual reports, 

websites, newsletters and 

other secondary sources, of 

5 conventional banks and 5 

Islamic banks  

The CSR practices of both types 

of bank were informed by 

specifically developed policies 

No significant difference was 

found between Islamic and 

conventional banks in terms of 

the CSR practices they engaged 

in 

CFIs directed more of their 

funds to CSR activities than did 

Islamic banks 

Nobanee 

and Ellili 

(2016) 

To measure the 

degree of 

sustainability 

information 

disclosed by 

conventional 

and Islamic 

banks 

United 

Arab 

Emirates 

(UAE) 

Content analysis, using 9 

items for energy-related 

disclosure, and 15 items for 

environmental disclosure, 

of the annual reports of 16 

banks, for the 2003–2013 

The sustainability disclosure of 

both banks was significantly 

lower than the index average of 

50% 

The amount of sustainability 

disclosure made by 

conventional banks was higher 

than that of Islamic banks 

Durrani 

(2016) 

To compare the 

CSR approaches 

of Islamic and 

conventional 

banks 

Pakistan Content analysis of annual 

reports, websites and 

newsletters of 3 

conventional banks and 3 

Islamic banks, from 2011–

2014 

Few differences were found 

between Islamic and 

conventional banks in terms of 

their disclosure practices 

Masud and 

Kabir 

(2016) 

To evaluate 

CSR 

performance of 

traditional 

banks and 

Islamic banks 

Bangladesh A questionnaire to collect 

data from 41 participants at 

various levels of 

management, employed by 

10 traditional banks and 4 

Islamic banks 

CSR performance of Islamic 

banks surpassed that of 

conventional banks 
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A content analysis of these 

banks’ annual reports from 

2010–2013 

Douissa 

and Azrak 

(2017) 

To compare the 

voluntary CSR 

disclosure 

practices of 

Islamic 

conventional 

banks, before 

and after the 

2008 global 

financial crisis 

UAE Content-analysis-based 

data from the Bankscope 

database, for 18 local 

banks (14 conventional and 

4 Islamic) for 2006–2014 

Conventional banks began 

integrating CSR into their 

strategy from 2009 (post crisis) 

to rebuild their reputation with 

stakeholders 

Both types of bank had low 

levels of disclosure of CSR 

practices 

Islamic banks made no 

disclosure concerning 

environmental protection 

activities 

Menassa 

and Dagher 

(2019) 

One of aims was 

to compare the 

CSR disclosure 

of Islamic and 

conventional 

banks, in terms 

of CSR 

practices 

UAE Content analysis, based on 

the number of words and 

sentences in the annual 

reports of 7 Islamic, and 15 

conventional banks for 

2006–2011 

There was no significant 

difference between the two 

types of banks 

Source: Developed by the researcher. 

The first study found in the CSR Islamic literature was Aribi and Gao (2010), who aimed to 

compare CSR disclosure by examining the annual reports of 21 IFIs and 21 CFIs. Using a 

content analysis approach, they found the Islamic group published more CSR information than 

did the conventional group. This was due to religious themes and information including SSB 

reports, zakat and interest-free loans. A similar approach by Hassan et al. (2012) compared the 

CSR practices of 10 Islamic banks and 10 conventional banks. They found a small, but positive 

difference in the level of CSR disclosure, in favour of the Islamic banks; this was attributed to 

the strict religious guidelines that Islamic banks follow. They also found that, in implementing 

CSR, socio-political factors are the primary motivation within the conventional, Western 

banking system. In contrast, in Islamic banking, this motivation is provided by socioeconomic 

factors. In a similar study, Chintaman (2014) compared the CSR disclosure of three Islamic 

banks and four conventional banks in the GCC region. Using content analysis, he found that 

banks guided by Islamic tenets made more CSR disclosure than did conventional banks. He 

also discovered that Islamic banks collaborated with NGOs to conduct CSR activities, while 
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conventional banks had their own way of managing such matters. However, Ali and Rahman 

(2015) compared the CSR disclosure practices of five conventional and five Islamic banks in 

Bangladesh, applying content analysis to examine six broad areas drawn from Central Bank 

CSR guidelines (education, health, environment, disaster relief, social welfare, and sport and 

culture). They found little difference between Islamic and conventional banking with regard to 

CSR activities. Moreover, they revealed that conventional banks tended to spend more on CSR 

activities that did Islamic banks. However, a possible explanation for this difference is that 

conventional banks are geared to maximise profits, take a long-term view of finance and are 

prepared to invest in CSR activities. This is not the case with Islamic banks, which rely on 

short-term financing (Dusuki & Abozaid 2007). Thus, if Islamic banks wish to increase their 

CSR activities, they must plan for long-term profits while simultaneously considering the 

positive impacts of their decisions both on the economy and society (Siddiqi 1972). 

Nobanee and Ellili (2016) compared CSR disclosure in the United Arab Emirates (UAE) in 

annual reports of Islamic and conventional banks from 2003–2013. They found that the latter 

provided a higher level of CSR disclosure than the earlier. Similar findings were reported by 

Douissa and Azrak (2017) in the same country, when they attempted to examine the CSR 

disclosure of 18 Islamic and conventional banks between 2006 and 2014. Conversely, Menassa 

and Dagher (2019) examined the extent of CSR disclosure of UAE banks found no significant 

difference in CSR disclosure between seven Islamic and 15 conventional banks from 2006–

2011. 

It could be argued that more in-depth studies adopting interview, survey, case study or 

experimental methods need to be undertaken to increase our understanding of what, why and 

how managers’ decisions-making influence is involved in CSR disclosure and assurance 

choices. 
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3.10 Debate of Islam Regarding CSR Disclosure 

Religion has become as a factor that can influence manager attitudes and behaviour towards 

CSR (Agle & Van Buren 1999; Brimble, Vyvyan & Ng 2013). Highly religious people are 

expected to have more concern about the ethical value of CSR than the economic value of CSR 

(Angelidis & Ibrahim 2004). In addition, Dusuki and Yusof (2008) found that highly religious 

groups of people are more concerned about the legal, ethical and philanthropic dimensions of 

CSR and less concerned about the economic dimension. Haniffa and Cooke (2005) examined 

religion (as a culture factor) that could influence CSR disclosure in Malaysia. They revealed 

that religion was one factor among others that were determinants of CSR in Malaysian listed 

institutions. 

In Islam, business institutions have to be sensitive to social needs and allocate resources to 

meet social obligations. This differ from conventional institutions, which are directed by 

capitalist values of Western countries and prioritise wealth and profit maximisation (Olson & 

Zoubi 2008). Therefore, CSR in Islam economic systems has to be viewed as an obligation for 

business to promote social welfare (Khan 2013a). Islamic institutions have to operate within 

Sharia to be more accountable and transparent in reporting their activities (Haji & Ghazali 

2013). Hassan and Syafri Harahap (2010) identified six points behind the CSR disclosure of 

Islamic bank: (1) adhere to Islamic Sharia principles, (2) provide riba (usury), (3) give due 

importance to the SSB, (4) improve social quality, (5) maintain a good relationship with 

different groups, including employees and (6) maintain a balance between achieving bank goals 

and environmental protection. 

Muslim managers have to accept their responsibilities towards the community (Dusuki 2008b). 

They have to be more accountable to disclose CSR information (Maali, Casson & Napier 2006; 

Aribi & Gao 2010). Ali and Al‐Aali (2012) affirmed that CSR in Islam has to be obligatory 
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rather than voluntary. Muslim managers are selected in terms of special qualification and 

religious beliefs. These managers will be influenced by Islamic principles in their behaviour 

and any decision that will be taken to monitor the strategies and implementation of CSR 

initiatives and disclosures (Baydoun & Willett 1997; Soubra 2006; Arshad, Othman & Othman 

2012). Obviously, religion is a significant factor that can shape managerial behaviour and 

attitude (Hofstede 1999). Azid, Asutay and Burki (2007) identified two main obligations for 

managers: to maximise profit for shareholders, and protect the interests of all stakeholders. 

They suggested that managers have to look after various shareholders’ financial interests 

without ignoring their moral and ethical duties to care for the interests of the wider community. 

The CSR debate of involvement on CSR activities or not has been found in Islamic CSR 

literature. On whether Islamic institution have profit motives or social motives. Chapra (1985), 

Siddiqi (1983), Dusuki (2007) and Sairally (2007a) believe that Islamic institutions have to be 

profitable to maintain socioeconomic justice. Thus, Islamic institutions that deal with public 

resources and funds have to fulfil their social obligations after their economic responsibilities. 

However, Ismail (1986) argued that Islamic institutions were established to be similar to other 

conventional institutions, which exist mainly to be profitable, and all CSR activities must be 

assigned to non-profit institutions or governments. 

The role of Islam in corporate CSR practice has been strongly argued by Aribi and Gao (2010) 

and Benomran et al. (2015), who asserted that there have been very few attempts to explain 

CSR disclosure from a religious perspective in Islamic countries. It can be argued that 

prediction motivation towards CSR disclosure cannot be understood by using a content analysis 

approach. Therefore, a primary method in research would be more useful to understand the 

motivation for CSR disclosure, especially when very few empirical studies have examined this 

relationship (Sairally 2007b; Siwar & Hossain 2009; Sobhani, Zainuddin & Amran 2011; 

Muwazir et al. 2012; Aribi & Arun 2015; Belal, Abdelsalam & Nizamee 2015; Musa 2015). 
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Deegan and Islam (2014, p. 399) argued that ‘understanding the motivations for social and 

environmental disclosures has, and continues to be, a major area of investigation within the 

social and environmental accounting research literature’. 

To encourage Islamic institutions towards CSR disclosure, the AAOIFI developed reporting 

standards—Governance Reporting Standards No.7—in 2010 to ensure that all activities of 

Islamic institutions fulfil religious, economic, legal, ethical and discretionary responsibilities. 

According to the AAOIFI standards, some items concerning CSR disclosure must be informed 

by Islamic values: 

• Islamic ethical behaviour 

• good governance, including efficient SSBs 

• good customer relations 

• fair dealing with those in the supply chain 

• employees’ development, training, safety and race issues 

• provision of zakat and donations 

• community interaction activities 

• environmental protection activities 

Hassan and Syafri Harahap (2010) suggested that AAOIFI accounting reporting standards on 

CSR should incorporate some Islamic concepts, such as transparency and accountability. 

Further, a new Islamic Reporting Initiative has emerged as independent body to provide a 

framework for use by Islamic institutions to report effectively on long-term indicators that 

benefit the organisation’s TBL, society, the economy and the environment. 
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3.11 CSR Assurance for Islamic Institutions 

To the author’s knowledge, here is no existing study in the Islamic CSR literature that explores 

CSR assurance in the context of Islam. However, another type of assurance has emerged—

Sharia assurance, religious assurance or Sharia audit (Haridan, Hassan & Karbhari 2018). 

Haniffa (2010: p . 45) defined the Sharia audit as: 

a systematic process of objectively obtaining and evaluating evidence regarding 

assertions about religious and socio-economic actions and events, in order to ascertain 

the degree of correspondence between those assertions and those of the applicable 

financial reporting framework, including the criteria specified, based on Sharia 

principles, as recommended by the Sharia Supervisory Board … and communicating 

the results to all interested parties. 

In short, the Sharia audit is an attestation of Sharia compliance (Yahya & Mahzan 2012). Kasim 

et al. (2013) elaborated upon this by describing the Sharia audit as one that involves a more 

comprehensive and integrated approach to deliver solid assurance, to stakeholders and other 

users, of the compliance of the systems and operations of the Islamic institutions, with the 

principles and rules of Sharia. Ahmad and Al-Aidaros (2015) added that by improving 

stakeholder confidence in Islamic banks, the Sharia audit should enhance shareholder value. 

Therefore, conducting CSR assurance alongside Sharia assurance would add more value to the 

institution’s CSR information, as outlined in literature review (see Chapter 2). CSR assurance 

could be important to: (1) increase the credibility of CSR information between groups of 

stakeholders, and (2) help change managers’ attitudes towards various stakeholders. 

Very little is known about CSR assurance in developing countries (Kuzey & Uyar 2017). 

Sawani, Zain and Darus (2010) examined the development and evaluation of CSR reporting 

and assurance practices in Malaysia. Questionnaires and interviews were conducted to collect 

data. The results showed that there was no assurance statement found in the 12 selected 

companies. This is because of the low level of awareness of CSR assurance and the absence of 
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legislation. In the same country, Darus, Fauzi et al. (2014) explored the factors that obstruct 

increasing CSR assurance to understand the reluctance to provide CSR assurance. Using an 

online questionnaire of 27 individuals (CSR managers, corporate communication executives 

and customers relations personnel), they found that participants were not willing to participate 

in CSR assurance due to their attitude and subjective norms towards independent assurance. 

Such subject norms exist because of the risk to corporate reputation and exposure to public 

scrutiny. In addition, other factors such as managers’ attitudes towards costs, data management 

systems and uncertainty of the merits of the CSR assurance, were cited as reasons for 

unwillingness to practice CSR assurance. 

Utama (2011) highlighted the importance of CSR assurance in Indonesia to increase users’ 

confidence in the credibility of corporate CSR reports. While, Anugerah, Saraswati and 

Andayani (2018) argued that CSR assurance was used by Indonesian companies as a ‘symbolic 

approach’ to fulfil corporate legitimacy and enhance perceived accountability to stakeholders 

rather than to enhance the quality of CSR information. 

The Sharia assurance is used by Islamic institutions in addition to the traditional financial 

accounting audit used in conventional institutions (Haniffa 2010). This is because the former 

institutions have a different business goal to the latter. Islamic scholars, such as Kasim et al. 

(2009) and Ab Ghani and Rahman (2015), explained that this goal, unlike that of their 

conventional counterparts, is to benefit society. Therefore, Islamic institutions must conduct 

sharia compliance to ensure their business activities and operations adhere to the Sharia rules 

and principles of socioeconomic justice. In this way, the Sharia audit establishes the reliability 

and credibility of the disclosure provided by Islamic institutions, and thus, increases the 

confidence of stakeholders. 
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The Sharia audit can be conducted internally and externally. The former is carried out by an 

internal Sharia unit/department under the supervision of the SSB and a Sharia audit committee. 

The latter is conducted by external Sharia consultancy firms (Garas & Pierce 2010). 

Therefore, both CSR assurance and Sharia assurance share similar objectives. They both work 

to re-assure the CSR information of institutions, helping to enhance reputation and build 

stakeholder confidence. 

3.12 Summary 

Although some believe that Islamic religion requires for full CSR disclosure, this disclosure 

was found to be low and beneath expectations (Farook & Lanis 2007; Hassan & Syafri Harahap 

2010; Ousama & Fatima 2010; Haji & Ghazali 2013). In this regard, Islamic institutions have 

committed to apply such standards to improve social and environmental information 

disclosure, in both qualitative and quantitative forms, for various stakeholders, not such 

shareholders. Further, researchers concluded that banks in the Islamic perspective (in terms of 

CSR disclosure) must have a full understanding of the concept of accountability, social justice 

and ownership. Greater CSR disclosure from Islamic banks will improve community 

confidence and trust (Darus, Fauzi, et al. 2014). 

Despite the predictions to the contrary, several scholars such as Aribi and Gao (2010) have 

argued that there are few attempts in Islamic CSR literature to explain CSR disclosure from 

religious perspectives. Muslim society expects a high level of CSR disclosure practices from 

companies in their annual reports (Hassan & Christopher 2005), particularly given the concept 

of CSR has become more familiar to different groups, including the general public (Darus et 

al. 2015). Arshad, Othman and Othman (2012) suggested that increasing Islamic organisations’ 

disclosure of CSR activities would improve stakeholder relation, and consequently, corporate 

reputation and performance. Moreover, they considered that CSR disclosure of Islamic 
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organisations would facilitate stakeholders to make Islamic, ethical decisions. El-Halaby and 

Hussainey (2015) stated that the 2010 AAOIFI standards offer an ideal framework for Islamic 

institutions to improve their level of CSR disclosure to enhance their reliability. Finally, CSR 

assurance for Islamic institutions can be viewed as a new challenge and an additional role to 

be faced and conducted to improve the credibility of CSR information.  



88 

Chapter 4: Kuwaiti Context 

4.1 Introduction 

CSR practices vary in different countries (Imam 2000; Maignan & Ralston 2002; Chapple & 

Moon 2005), due to variables such as culture, social practices, political environment and 

economic approaches. To understand CSR, CSR disclosure and assurance in the Kuwaiti 

context, it is first necessary to briefly examine the geography and political history of Kuwait, 

its economic background and the measures taken by the government to stimulate the country’s 

economic growth. Finally, it is important to consider the effects of these actions. 

4.2 Geography and Political History of Kuwait 

Located on the Arabian Gulf, Kuwait is small Arabic country that shares its border with two 

other Arabic countries: Iraq, on the north and north-west, and Saudi Arabia, on the south and 

south-west. With an area of approximately 17,818 km2, the country is divided into five 

provinces, with Kuwait City as its national capital. In 2016, 4.4 million people lived in Kuwait, 

of which 69 per cent were foreigners. The majority of the population of Kuwait are Muslim, 

and Arabic is the official language (CBK, Economic Report 2016; CIA, The World Factbook 

2017). 

Ruled by the Al-Sabah dynasty since the eighteenth century, Kuwait finally gained its 

independence in 1961. In 1962, the country adopted a constitution based on democratic 

principles that embraced the positive aspects of the presidential and parliamentary system 

(Kuwait government, https://www.e.gov.kw). 
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4.3 Background of Kuwaiti Economy 

In the past, Kuwaitis lived a traditional lifestyle with their main source of income being pearl-

diving. Other traditional occupations included boatbuilding, trading, cattle herding and basic 

agriculture. However, this all changed in the mid-1930s with the discovery of oil in the region. 

This became the main source of revenue and was used by the government to invest heavily in 

infrastructure, such as roads, electricity, water, housing, hospitals and schools. Today, despite 

its relatively small area, Kuwait is a wealthy nation, with a relatively open economy, based on 

its crude oil reserves of about 102 billion barrels, which constitute more than six per cent of 

the world’s reserves. In fact, petroleum accounts for over half of Kuwait’s gross domestic 

product (GDP), 92 per cent of export revenues and 90 per cent of government income (Kuwait 

Governmet Online 2019). Table 4.1 presents the Kuwaiti government’s total revenues between 

2015 and 2018. As can be observed in the table, most government revenue comes from the oil 

industry, which is controlled by the Kuwaiti government. 

Table 4.1. Kuwaiti Government Revenues (KWD million) 

Revenues 2014/2015 % 2015/2016 % 2016/2017 % 2017/2018 % 

Oil  22501.6 90.3 12075.4 88.6 11688.8 89.2 11710.7 87.8 

Non-oil  2424.3 9.7 1558.5 11.4 1410.7 10.8 1633.5 12.2 

Total  24925.9 100 13633.9 100 13099.5 100 13344.2 100 

Source: Central Bank of Kuwait (CBK) (2017; 2018). 

However, in recent years, a reduction in the price of oil has triggered a 50 per cent decline in 

oil revenue. Thus, in 2015, for the first time, the Kuwaiti government posted a budget deficit 

(see Table 4.2). This meant that it was no longer viable for the government to continue with its 

Vision for 2035, a plan that set out the country’s long-term development priorities. 
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Table 4.2. Kuwait Government Net Budget (KWD million) 

 2014/2015 2015/16 2016/17 2017/18 

Total revenue 24925.9 13633.9 13099.5 13344.2 

Total expenses 21415.4 18245.8 17707.9 19900.0 

Surplus (deficit) 3510.5 –4611.9 –4608 –6555.8 

Source: Central Bank of Kuwait (CBK), Economic Report (2017; 2018). 

Since 2009, the goal-setting for this long-term plan had been the responsibility of a government 

body, the Kuwait National Development Plan. Kuwait Vision 2035 had six main goals (Kuwait 

General Secretariat of the Supreme 2019): 

1) increasing the GDP and raising the standard of living 

2) devising ways the private sector could be used as a tool to stimulate development 

3) supporting human and social development 

4) developing population policies to support development strategies 

5) making government administration more efficient and effective 

6) consolidating the Islamic and Arabic identity. 

The plan also included seven pillars of focus for investment and improvement: global economic 

position, human capital, infrastructure, public administration, healthcare, economy and the 

environment (See Figure 4.1). 

 

Figure 4.1. The Seven Pillars of the Kuwaiti Government New Plan 

Source: Kuwait General Secretariat of the Supreme (2019). 
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This long-term vision has now been coordinated with several mid-term development plans. The 

first of these was for four years (2010–2014) at a cost of US107 billion. This was followed by 

a five-year plan (2015–2019), set to cost US103 billion (newkuwait.gov.kw 2017). Currently, 

Kuwait is in the mid-phase of the second development plan, which targets three areas of 

development: economic, social and government administration. 

The main aim of these development plans is to achieve economic diversification, beyond oil, 

by encouraging private sector participation, promoting foreign investment in non-oil sectors 

(industry, technology, tourism, services, banking and investment) and achieving a more 

equitable distribution of surplus funds. To achieve this goal, the government has taken several 

steps. First, in 2013, it established the Kuwait Direct Investment Promotion Authority to 

control all aspects of foreign investment in Kuwait. In 2014, it passed the Public–Private 

Partnership Law No.116, under which the Kuwait Authority for Partnership Projects was 

established to deal manage all public–private partnerships (Kuwait Times, 2017; General 

Secretariat of the Supreme Council for Planning Development 2017). In addition, the 

government has taken steps to improve, develop and engage the private sector in rebuilding the 

country’s economy. For example, it issued two new laws to re-energise the private sector: 

Privatization Law No. 37, in 2010, which created a framework for the privatisation of public 

enterprises; and the new, more realistic and practical Promulgation Companies’ Law No.1, in 

2016 to replace Companies Law No.15 of 1960, which had been the main regulator of the 

private sector. 

Despite such steps to revitalise the economy by diversification, Kuwait still appears to be 

performing poorly on a number of global economic indices. For example, according to the 

Freedom of the World Index of Economic Liberty, Kuwait’s economy is moderately free, with 

a score of 65 out of 186 in 2017 (Heritage.org 2017). Likewise, its ranking of 102 out of 189 
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on the WB’s Ease of Doing Business Index 2016 was only moderate. This was largely due to 

the length of time taken in Kuwait to process documentation for imports and exports. This less-

than-ideal score was supported by the WB’s observation that starting a business in Kuwait is a 

relatively difficult and lengthy process (Word Bank, Doing Business 2017). On the World 

Economic Forum’s Global Competitiveness Index 2017–2018, Kuwait again scored relatively 

poorly, coming in at 52 out of 137, while on The Transparency International Corruptions Index, 

it was ranked 75 of 175. This high score reflects badly on Kuwait, as it indicates the presence 

of a high level of corruption (transparency.org 2016). Finally, on the Global Innovation Index, 

it was ranked at only 65 of 127 (globalinnovationindex.org 2016). Overall, these poor ratings 

seem to indicate that in its quest to diversify and grow its economy, Kuwait faces several 

challenges. To meet these, the government has had to adopt a new approach to stimulating the 

economy, one aimed at raising the confidence of investors, making and more willing and ready 

to invest. To accomplish this, the Kuwaiti government has established a number of regulatory 

bodies, such the Ministry of Commerce and Industry, Boursa Kuwait, the Central Bank of 

Kuwait (CBK), and more recently, the Capital Markets Authority (CMA). The roles of these 

bodies are discussed in greater details in Section 4.4. 

4.4 The Role of Government Regulatory Bodies 

The Ministry of Commerce and Industry was founded in 1962 as part of the Cabinet. Its main 

role was to issue licences, under the Commercial Company Law of 1961, to businesses wishing 

to establish themselves in Kuwait. This legislation was replaced in 2016 by Companies Law 

No. 1 with the aim of facilitating the approval and licence-issuing process to attract more 

investors, both internal and external, while also encouraging existing organisations to expand 

their operations in the country. 
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Second, Boursa Kuwait was established in 2016, as a private entity to replace the Kuwait Stock 

Exchange (KSE), which, from its inception in 1983, had been the country’s official stock 

market. This new body has focused on growing the economy by pursuing three aims: increasing 

transparency, enhancing efficiency and making the stock market more accessible to investors. 

Such was its success that by the end of 2016, the Boursa Kuwait had 189 listed companies 

across 12 sectors, with a total capital market value of KD26.5 billion (Boursa Kuwait 2017). 

The CBK was established in 1969 to ensure compliance of all companies under its supervision 

(banks, investment companies, finance companies and exchange companies) with regulations 

and resolutions it issued in to control the financial system in the country. 

Another new regulatory body, the CMA, founded in 2010 under Law No 7 by the Ministries 

Council, was now tasked with regulating and monitoring the activities of the Boursa Kuwait, 

with a view to creating a confident investment environment that would attract investors. The 

CMA was also made responsible for imposing a requirement of full disclosure on listed 

companies. In 2013, this took the form of the CMA-issued Corporate Governance Resolution 

No 25, which regulated the implementation of corporate governance rules by companies. Its 

particular emphasis on the importance of disclosure and transparency was designed to ensure 

a balance between the interests of management, shareholders and stakeholders, and to prevent 

conflicts of interest between management and shareholders (CMA 2017). 

Therefore, any company seeking to establish itself in Kuwait must interact with the above four 

regulatory bodies to some extent. In addition to these regulatory bodies, company that follow 

Islamic law (Islamic institutions) must work under the supervision of the Ministry of Awqaf 

and Islamic Affairs (Al-Shammari 2013). This is the ultimate Sharia authority in Kuwait 

responsible for standardising the operations of Islamic institutions to ensure compliance with 

Sharia principles. 
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4.5 Financial Sector in Kuwait 

The financial sector is the most important sector in Kuwait, and, as such, is the backbone of 

the country’s economy. In fact, at the end of 2016, this sector (which includes banks, and 

insurance and investment companies) was worth more than 50 per cent of the total capital 

market (Boursa Kuwait, 2017). Thus, the financial sector has enormous potential for 

stimulating economic growth in Kuwait. However, this can only be realised if its institutions 

can achieve a level of transparency that will attract investors. At present, this is assured to some 

extent by the external supervision of the aforementioned regulatory bodies. However, the level 

of investor confidence would be boosted even further were these institutions to make full, 

voluntary disclosures of their CRS activities. Investigating the extent to which this is the case, 

and determining the managerial motivations that underlie it, constitute the subject matter of the 

present study. 

At the end of 2017, the Kuwait Boursa had 62 financial companies under its supervision, which 

comprised 12 banks, seven insurance companies, and 43 investment and other exchange 

companies. However, only 50 financial institutions operate in Kuwait, of which 10 are banks, 

seven are insurance companies and 33 are investment and exchange companies listed on the 

Kuwait Boursa. For the purpose of the present study, these listed financial institutions are 

classified either as IFIs or CFIs, since the differences between these two types of institutions 

are the most obvious. 

The National Bank of Kuwait (NBK) was the first CFI founded in Kuwait (in 1945). However, 

the first IFI appeared in 1977, with the founding of the first Islamic bank, the Kuwait Finance 

House (KFH). Today, IFIs have grown in number, size and complexity. The key feature that 

distinguishes them from other financial institutions is that IFIs are bound by Sharia law. This 
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means that, unlike CFIs, IFIs must avoid charging their clients riba (interest) and sharing 

profit/loss (Al-Shammari 2013). 

The financial sector was chosen as a subject of the study for five reasons: 

1) The financial sector represents more than 50 per cent of the capital market of Boursa 

Kuwait (Boursa Kuwait 2017). 

2) The study sought to focus on one industry sector—the financial sector—since previous 

studies highlighted that the motivations for CSR practices vary across industry sectors 

(Roberts 1992; Sweeney & Coughlan 2008). 

3) The financial sector has visibility to the public; therefore, it is assumed to receive 

greater pressure from different stakeholder than do other sectors (Branco & Rodrigues 

2008; Kilic 2016). 

4) The financial sector in Kuwait can be clearly divided into types: Islamic and 

conventional (Al Ziyadat 2011; Al-Shammari 2013). 

5) The financial sector in Kuwait is observed to practice CSR (Hewaidy 2016). 

Kilic, Kuzey and Uyar (2015) argued that financial institutions (banking) are largely excluded 

from CSR studies. However, CSR practices can contribute to the financial industry as they do 

to other industries (Cowton & Thompson 2000; Coupland 2006; Maali, Casson & Napier 2006; 

Sairally 2007a; Branco & Rodrigues 2008; O’Sullivan & O’Dwyer 2009; Scholtens 2009; 

Perez & del Bosque 2011; Islam, Ahmed & Hasan 2012; Wu & Shen 2013; Krasodomska 

2015; Semenescu & Curmei 2015; Sethi, Martell & Demir 2015; Cornett, Erhemjamts & 

Tehranian 2016; Platonova et al. 2018). All aforementioned authors agreed that the financial 

sector has a significant role to play in the economy, society and environment through their 

direct and indirect influence on the companies they finance and support. This study will 

contribute to the financial institutional CSR disclosure literature. 
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4.6 CSR in Kuwait 

In her thesis, Al Rifai (2013) classified CSR practices in Kuwait in three different levels: 

individual, organisational and governmental. At the individual level, wealthy Kuwaiti 

businesspeople have always engaged in philanthropic activities that contribute to the economic 

growth of the country. For example, they may donate a percentage of their wealth to charity or 

use their fortunes to build infrastructure such as schools and hospitals. While such a 

contribution is important to the national economy, it was more so before the discovery of the 

country’s oil reserves. Today, as in the past, Islam is the key factor that motivates individuals 

to engage in CSR activities. 

At the organisational level, CSR became a well-known concept between companies (Hewaidy 

2016). In some cases, private institutions engaged in CSR activities to benefit the community, 

particularly in health and education. For example, in 2006, communications company Zain not 

only sponsored the construction of the Sabah Ear, Nose and Throat Hospital, but also 

supervised the building work. A year later, the NBK supplied KD3 million to finance the 

construction of the NBK Children’s Hospital. In the same year, the KFH donated KD1.25 

million to Zakat House, an independent government authority that supports the needy. Kuwaiti 

banks spent around KD544 million (approximately US1.7 billion) on CSR activities between 

1992 and 2017 (KUNA, 2018). 

Finally, on the government level, Kuwait government has been always interested in social and 

environmental issues, especially since the declaration of Kuwait as an independent nation and 

the discovery of oil. The government’s focus on social issues is reflected in the national 

constitution of 1962, which provided all Kuwaiti citizens with free education and health care 

(Articles 13 & 15). White and Alkandari (2019) believe that the Kuwaiti government’s success 

in these two areas have made it difficult for the private sector to become involved. 
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Other examples of government engagement with social issues can be found in the various laws 

it has passed: Law No. 67 of 1938, which established the Public Authority for Minor Affairs, 

whose aim was to improve the welfare of orphans; and Law No. 5 of 1982, which established 

a public body, Zakat House, to address community issues, such as the needs of the poor. The 

government’s concern about environmental issues is reflected in Law No. 21, first passed in 

1995 and amended in 1996 by Law No. 16, which established the General Authority for the 

Environment, a body responsible for carrying out all necessary works to protect the country’s 

natural heritage and resources. 

While the long-term development plan, Kuwait Vision 2035, continues to emphasise 

supporting human and social development, the mid-term, four-year plan (2010–2014) oversaw 

a focus shift to: (1) increasing the number of Kuwaiti employees in the private sector, made 

possible by the passing of the National Manpower Law No. 19 of 2000; and (2) amending 

labour legislation in the private sector, enabled by the passing of the 2010 Law No. 6 —The 

Law of Labour in the Private Sector. 

Several pieces of legislations under the Amiri Decree were passed to obligate the private sector 

to engage in community development. For example, the government established the Kuwait 

Foundation for the Advancement for Science (KFAS) in 1976 to combat socioeconomic 

inequality in education by funding the education of Kuwaiti youth. Listed companies must 

contribute one per cent of their net profits to KFAS. Further, Law No. 19 of 2000 proposed that 

all listed companies contribute 2.5 per cent of their annual net profits as a national labour 

support tax. Finally, Law No. 46 of 2006 requires all listed companies to pay one per cent of 

their net profits for zakat to the Ministry of Finance (Doing Business in Kuwait 2019). 
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A study of the literature revealed only two pieces of research on CSR in Kuwait, both of which 

were PhD dissertations from the UK. The first, by Al Rifai (2013), explored the influence of 

stakeholders on banks’ decisions to engage in corporate philanthropy. In interviews with 27 

corporate philanthropy decision-makers, both shareholders and managers, she found that banks 

adopt different corporate philanthropy strategies in response to different pressures, some of 

which are related to the bank itself, such as its identity, while others are related to institutional 

pressures, such as those from competitors and shareholders. The second dissertation, by 

Alrumaihi (2014), examined CSR in the banking sector in Kuwait from the perspectives of 

three groups: CSR decision-makers, employees and customers. She reported that although 

banks’ CSR objectives are clearly defined and in accordance with their overall corporate 

strategy, employees and customers understand and perceive CSR in different ways. 

Any study that examines CSR practices in Kuwait needs to recognise two important facts. First, 

despite Kuwait being a wealthy country, it is classified as developing. Developing countries 

are nations that share common problems, such as poor-quality education and health care, overly 

complicated bureaucracy and widespread corruption (Visser 2008). Jamali (2014) and Jamali 

and Karam (2016) stated that developing countries have different contextual factors that shape 

their CSR activities than is present in developing nations. These include: (1) weak governments 

combined with the arbitrary enforcement of legislation and policies, (2) poor governance, (3) 

low levels of transparency and (4) a dearth of sound safety and labour standards. This was 

supported by Al-Saidi and Al-Shammari (2014), who argued that Kuwait could be considered 

a developing country because of market domination by major shareholders, a weak legal 

system, and a lack of accountability and proper shareholder rights. 
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Second, Kuwait is a Muslim country. As outlined in Chapter 3, Islam as a religion plays a 

significant role in shaping the moral values of the predominantly Muslim population. Thus, it 

could be expected that most CSR activities engaged in by companies would be guided by the 

Islamic principle that all devout Muslims should strive for a better society and environment. 

This explains why in developing countries in general, and in those with Islamic cultures in 

particular, CSR takes the form of contributions to local charities and causes (Jamali & Mirshak 

2006; Visser 2008; Jamali & Sdiani 2013; Hewaidy 2016). Therefore, CSR in developing 

countries is expected to be influenced by socioeconomic needs. 

4.7 CSR Disclosure and Assurance in Kuwait 

There are a few studies on CSR disclosure in Kuwait, but nothing on CSR assurance. In Kuwait, 

Al-Shammari is considered the pioneer on this field, as he has written many publications about 

CSR disclosure in Kuwait. However, all his work has been based on annual report data. In the 

literature, several studies have used ‘content analysis’ to examine the amount of CSR 

disclosure practised in Kuwait. Al-Ajmi, Al-Mutairi and Al-Duwaila (2015) investigated the 

level of CSR disclosure by industry and service companies listed on the KSE in 2012 to identify 

any relationship between this level of disclosure and certain company characteristics. Using 

the content analysis approach, they developed a disclosure index of 15 items, which they used 

to measure levels of disclosure. They found that most CSR disclosure was of a very low level. 

The regression analysis showed that only a company’s size and profitability were positively 

related to its level of CSR disclosure; however, a negative relationship was found between a 

company’s disclosure level and the number of shares held by the government. 

A similar approach was adopted by Hewaidy (2016) to examine the level of CSR disclosure, 

the type of disclosure (e.g., disclosure related to human resources, the environment, the 

community or products and services) and the format and location of this information in a 
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company’s annual report. First, a disclosure index of 25 items was developed to measure the 

level of CSR disclosure of 43 companies, out of a total population of 173. He found that the 

level of CSR disclosure was generally low, and that most disclosures concerned products and 

services. As for the format and location of the CSR information within annual reports, it was 

found to be mainly non-monetary, and was most often included as part of the director’s report. 

Alfraih and Almutawa (2017) used an unweighted disclosure index with 49 information items 

to investigate the CSR activities of 52 listed firms in KSE from 2005–2008. They revealed that 

the voluntary disclosure in Kuwaiti firms is low. 

A pioneer in the field of voluntary disclosure, Al-Shammari (2008), investigated the 

relationship between the amount of voluntary disclosure in the annual reports of 82 non-

financial companies listed on the KSE, and several company characteristics. A content analysis 

approach was adopted and a disclosure index of 76 items prepared. These items were divided 

into three categories: general corporate environment information, financial information and 

CSR information. It was found that 52 per cent of the companies in the sample did not disclose 

any information about CSR in their annual reports. A regression analysis determined that for 

the CSR information that was disclosed, only a firm’s size and degree of complexity were 

positively related to the amount of disclosure. Al-Shammari and Al-Sultan (2010) examined 

the relationship between the amount of voluntary disclosure in the annual reports of 170 

companies listed on the KSE in 2007 and seven different characteristics: four related to 

corporate governance, and three were more general. Again, a content analysis was conducted 

using a disclosure index of 76 items. The findings indicated a low level of voluntary disclosure 

overall (18%), but one that was an improvement on the 15 per cent found in the previous study 

by Al-Shammari (2008). They also indicated that the amount of disclosure increased in larger 

companies and in the presence of a voluntary audit committee. 
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In a more recent study conducted in Kuwait, Al-Hajri and Al-Enezi (2019) progressed this 

research by investigating the relationship between the amount of CSR disclosure in a 

corporation’s annual reports and its financial performance. An index of 21 items was used to 

measure CSR disclosure in the 2011 and 2012 annual reports of 81 firms across a number of 

different sectors. The findings revealed a significant association between the amount of CSR 

disclosure made by a corporation and its financial performance. Further, the study found that 

the only factor to influence the amount of disclosure was firm size. Therefore, the present study 

predicts that, in Kuwait, a large company with a strong financial performance will make a high 

level of CSR disclosure. 

Al-Shammari (2012) investigated the relationship between the extent of Islamic CSR 

disclosure made by 40 IFIs listed on the KSE in 2010 and two dependent variables: 1) certain 

corporate governance characteristics (existence of an SSB, the number of board members, the 

ratio of non-executive to executive board members and role duality); and 2) other company 

characteristics (company size, profitability, ownership structure and auditor type). Again, the 

content analysis method was used, for which a disclosure index was developed, based on three 

themes: social responsibility (22 items), employee information (8 items) and corporate 

governance (16 items). The data revealed that the level of CSR disclosure was low (18%). The 

multivariate analysis indicated that the disclosure was positively associated only with company 

size, profitability and the existence of an SSB. Later, Al-Shammari (2013) examined the 

relationship between the amount of voluntary disclosure made by IFIs and certain 

characteristics related to corporate governance (corporate environment, employee information, 

social responsibility, environmental information and other company characteristics—size, 

profitability, ownership structure, size of external auditing firm and industry type). The 

contents of the annual reports of 108 IFIs listed on the KSE in 2009 were analysed using a 

disclosure index of 132 items, of which 86 were general items and 46 were Islam-related. It 
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was reported that the overall level of voluntary disclosure of Islamic institutions was low 

(15%). The level of disclosure of general items was 17 per cent, which was marginally higher 

than that of Islamic items, at 13 per cent. A regression analysis found that company size, auditor 

size and industry type were positively related to the level of voluntary disclosure. Al-Shammari 

believes that Islamic institutions are part of society, and so have a moral and social obligation 

to voluntarily disclosure their CSR activities. This voluntary information has a twofold 

importance. First, it could help both Muslim investors and managers fulfil their religious 

obligations to God and society. Second, it could help users understand how the company has 

enhanced the wellbeing of society by providing interest-free loans and avoiding practices 

prohibited by Sharia (Haniffa & Hudaib 2002; Al-Shammari 2013). In both cases, the end result 

would be increased economic growth, as greater transparency raises user confidence and 

encourages investment, and managers are increasingly motivated to make full, voluntary CSR 

disclosure. 

In the literature on CSR disclosure in Kuwait, very few studies have used surveys, and no study 

was found that used interviews or experiments. Therefore, scholars have called for greater 

voluntary disclosure of CSR information from listed companies to increase the transparency of 

the information, and thus, its utility to users (Al-Shammari 2008; Al-Shammari & Al-Sultan 

2010). Naser, Nuseibeh and Al-Hussaini (2003) and Alfraih and Almutawa (2014) reinforced 

this call with data confirming a high demand from various user groups for the voluntary 

disclosure of a greater quantity of high-quality CSR information in companies’ annual reports. 

In the past, CSR disclosure in Kuwait was voluntary, with each company free to publish its 

own reporting framework. However, in 2013, the CMA-issued Resolution No. 25, which 

addressed corporate governance principles for companies listed on the Boursa Kuwait. Rule 11 

of this resolution, specified two general principles that should govern CSR reporting: 
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• Principle 1/11, which states that ‘the company should set out the mechanisms that 

assure a balanced realisation of both the company’s and society’s objectives’ 

• Principle 2/11, which states that ‘the company should set out programs and mechanisms 

that help highlight the company’s efforts in the field of social work’. 

In addition, the resolution outlined examples of how companies might practise CSR activities, 

such as providing work opportunities, supporting small business projects, protecting the 

environment and conducting voluntary charity initiatives. 

Further, the CMA’s resolution recommended that companies: (1) devise a disclosure plan based 

on their CSR objectives; (2) raise employees’ awareness of the importance of CSR; and (3) 

undertake programs that raise community awareness of their company’s CSR activities. 

However, despite these principles and recommendations, the CMA did not formulate any 

framework or guidelines for conducting CSR activities, or sanctions for not conducting these 

activities. Therefore, currently, individual listed companies still have the right to develop and 

implement their own strategies for CSR reporting, provided that these: (1) ensure a balance 

between realising economic goals and improving the welfare of society; and (2) acknowledge 

the importance of the annual report for communicating with their stakeholders. 

This research aims to highlight the motivations for CSR disclosure and assurance, and 

ultimately to contribute to improving Kuwait’s CSR and sustainability reporting practices. 

4.8 Summary 

Following the discovery of vast oil reserves in the mid-1930s, Kuwait’s once traditionally 

based economy rapidly became oil-dependent. This initially benefited the country in terms of 

improved infrastructure, a higher standard of living and increased wealth. However, with the 

fall in oil prices, Kuwait was forced to review the viability of its long-term goals for economic 
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development, opting instead for a series of mid-term plans focused on economic diversification 

and engagement of private sector. However, as studies have shown, this approach produced 

disappointing results. In view of this, the government turned its attention to creating an 

economic climate of confidence in an attempt to attract more investment. It established a 

number of regulatory bodies, whose task was to ensure increased transparency, and thus, 

investor confidence. Despite such measures, studies using content analysis have found 

evidence that listed companies in Kuwait, both Islamic and conventional, that show a high level 

of conceptual understanding of CSR have low levels of CSR disclosure. To explain this 

discrepancy, the present study will empirically examine the motivations for CSR disclosure 

and CSR assurance of IFIs and CFIs in Kuwait. In this way, it hopes to encourage institutions, 

in the future, to offer greater CSR disclosure that is assured to various stakeholders, including 

the general public.  
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Chapter 5: Theoretical/Conceptual Framework and Research 

Hypotheses Development 

5.1 Introduction 

This chapter discusses the theoretical concepts to be adopted in considering the motivations for 

CSR disclosure and CSR assurance. Hypotheses are then formulated to consider motivations 

focused on corporate culture and audience type as two determinants of CSR practices. 

A conceptual framework is defined as a set of formal, theory-based hypotheses that seek to 

establish a relationship between at least two concepts. The hypotheses in this study are 

informed by three theories: stakeholder, legitimacy and institutional theory. These can be used 

to explain how the politics, economy and culture of Kuwait put pressure on financial 

institutions to make CSR disclosures and engage in CSR assurance to demonstrate their impact 

on societal welfare. It is expected that exploring the interplay between these three theories will 

help create a better understanding of the context of CSR disclosure and assurance in Kuwait. 

In the CSR literature, theories are widely adopted to gain an understanding of the behaviour of 

business in terms of CSR practices. Gray, Owen and Adams (2010, p. 6) stressed that such an 

approach is essential, as: 

at its simplest, [a theory] is a conception of the relationship between things. It refers 

to a metal state of framework and, as a result, determines, inter alia, how we look at 

things, how we perceive things, what things we see as being joined to other things, 

and what we see as ‘good’ and what we see as ‘bad’. 

However, there is no commonly agreed upon theoretical perspective to explain an 

organisation’s motivations for disclosing and assuring their CSR information, as these are 

complex and often interrelated (Gray, Kouhy & Lavers 1995; Gray, Owen & Adams 2010). 

Thus, others have suggested that such an explanation might be better provided by a 
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combination of system-oriented theories (Reverte 2009; Smith, Haniffa & Fairbrass 2011). 

Further, it is argued that although all existing theories on CSR practices were developed in 

Western, non-Islamic countries, they can also be used to explain motivations for CSR 

disclosure in the developing, Islamic world. This is because all such theories view the 

relationship between organisations and the public as a ‘social contract’ (Brown & Deegan 

1998), in the same way that Islam views its institutions as existing to ensure society’s welfare 

(Farook & Lanis 2011). Hsieh and Shannon (2005, p. 1281) argued that: 

existing theory or prior research exists about a phenomenon that is incomplete or 

would benefit from further description … The goal of a directed approach to content 

analysis is to validate or extend conceptually a theoretical framework or theory. 

Existing theory or research can help focus the research question. It can provide 

predictions about the variables of interest or about the relationships among variables, 

thus helping to determine the initial coding scheme or relationships between codes. 

Reimsbach and Hauschild (2015) reminded researchers that experiments are useful for testing 

theories and building build new ones. In this study, theories are adopted to develop and 

empirically test a conceptual framework that identifies the motivations for practising CSR. This 

will be undertaken following Ali and Birley’s (1999, p. 106) steps: (1) developing a theoretical 

framework, (2) identifying the variables for relevant constructs, (3) analysing the results in 

terms of previous theoretical framework and (4) testing theoretical framework outcomes. 

The rest of this chapter is organised as follows: Section 5.2 briefly describes stakeholder, 

legitimacy and institutional theories, which form the framework for discussing CSR disclosure. 

Section 5.3 also briefly discusses the three theories, but in relation to CSR assurance. Section 

5.4 provides the rationale for using a combination of these theories in this study, while in 

Section 5.5, the research hypotheses are developed. Finally, Section 5.6 summarises the 

chapter. 
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5.2 Theoretical Framework to be Adopted 

Several theoretical perspectives have been adopted to enhance our understanding the 

motivations for CSR disclosure and assurance (Van der Laan 2009; Chen & Roberts 2010; 

Sharma 2013; Fernando & Lawrence 2014; Omran & El-Galfy 2014). The present study adopts 

systems-oriented theories to explore CSR disclosure and assurance in Kuwait: stakeholder 

theory (Roberts 1992; Orij 2010; Brown & Forster 2013), legitimacy theory (Guthrie & Parker 

1989; Campbell 2000; Deegan, Rankin & Tobin 2002) and institutional theory (Jamali & 

Neville 2011; Brammer, Jackson & Matten 2012). These have been extensively employed, 

either separately or jointly, to explain why companies voluntarily engage in CSR disclosure 

(Gray, Owen & Adams 2010; Fernando & Lawrence 2014) and CSR assurance (Cohen & 

Simnett 2015a). 

Gray, Owen and Adams (1996, p. 45) noted, ‘a systems-oriented view of the organisation and 

society … permits us to focus on the role of information and disclosure in the relationship(s) 

between organisations, the State, individual and groups’. Applying these systems in this study 

will help explore the social, economic, political and institutional pressures that could influence 

companies, and are influenced by the society in which they operate. For example, legitimacy 

theory suggests that a firm should meet the expectations of ‘society’. This can be evidenced by 

the ‘social contract’, a notional contract in which the ‘society’ is the principal, and the firm is 

the agent required to meet society’s expectations. Stakeholder theory contributes by identifying 

stakeholders to whom the firm should be accountable. These are generally grouped in terms of 

stakeholders capable of affecting the wealth of the firm (‘powerful’ stakeholder such as an 

investor) and all stakeholders either having an impact on or being affected by the firm 

(‘intrinsic’ value of stakeholders and ethical expectations that reporting should be directed to 

all, not just ‘powerful’, stakeholders). Finally, institutional theory considers the firm and the 

structures within the firm in addressing social behaviour, assisting in understanding 
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institutional decisions and activities (e.g., process adopted in reporting CSR). Each of these 

theories will be explored in the context of their use in this study. 

5.2.1 Legitimacy theory and CSR Disclosure 

Suchman (1995, p. 574) described legitimacy theory as ‘a generalised perception or assumption 

that the actions of an entity are desirable, proper, or appropriate within some socially-

constructed system of norms, values, beliefs, and definitions’. Previously, Dowling and Pfeffer 

(1975) described legitimacy as a conference between organisations and the values of the larger 

social system in which they operate. In adopting this theory in this study, evidence will be 

sought to establish whether a business responds to, and operates within, the values and norms 

of society (Deegan & Gordon 1996; Patten 1991). Central to this is the unwritten social contract 

that as a part of society, an institution must behave in a manner that does not cause harm to that 

society (Drucker 1984; Mathews 1993; Reverte 2009). Further, this moral obligation must have 

longevity if the business is to continue to meet such expectations (Islam & Deegan 2008; Cho 

et al. 2015) and adapt as societal expectations change (Sethi 1975; Campbell 2000) with the 

development of ‘legitimacy gaps’. This is a discrepancy between society’s expectations of an 

organisation and the reality of the organisation’s actions. Understanding of the results of this 

study will be enhanced by considering whether legitimacy theory can assist in exploring the 

CSR practices of Kuwaiti firms as they gain, maintain or repair legitimacy (e.g., see Lindblom 

1994; Suchman 1995; Neu, Warsame & Pedwell 1998). 

Scholars have argued that one way to legitimise a company’s continued existence or operations 

in the eyes of the public is by CSR disclosure. Gray, Kouhy and Lavers (1995), Campbell 

(2000), Hooghiemstra (2000), King and Whetten (2008) and Perez (2015) found that that a 

company’s long-term practice of CSR disclosure may not only confirm its legitimacy, but also 

strengthen its reputation, as complementary aspects of its identity. 
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In developing countries, Haniffa and Cooke (2005), Mahadeo, Oogarah-Hanuman and 

Soobaroyen (2011), Khan, Muttakin and Siddiqui (2012), and Soobaroyen and Mahadeo 

(2016) adopted legitimacy theory to explain the motivations for CSR disclosure. However, all 

these studies relied on content analysis, which is incapable of exploring the real motivations 

for CSR disclosure. This means that very few empirical studies have been conducted in 

developing countries to test legitimacy theory as a motivation for CSR disclosure. 

Zain (2004), interviewed 14 managers and five financial analysts to explain the motivations for 

CSR disclosure in Malaysia. In interpreting data, Zain reported that companies were selective 

in the information disclosed in an attempt to enhance their image. From Bangladesh, Khan, 

Muttakin and Siddiqui (2013) suggested that corporate governance mechanisms have a vital 

role in ensuring Bangladeshi organisational legitimacy through CSR disclosure. Soobaroyen 

and Mahadeo (2016) proved that Mauritian companies engaged in community disclosure not 

only as a legitimacy response to international pressures, but also to respond to local tensions 

and meet societal expectations. 

5.2.2 Stakeholder theory and CSR Disclosure 

Stakeholders have been defined and grouped variously by different researchers. For example, 

Freeman (1984, p. 46) defined ‘stakeholder’ as ‘any group, or individual, who can affect, or is 

affected by, the achievement of an organisation’s objectives’. Clarkson (1995, p. 106) 

described stakeholders as: 

persons or groups that have, or claim, ownership, rights, or interests in a corporation 

and its activities, past, present, or future. Such claimed rights or interests are the result 

of transactions with, or actions taken by, the corporation, and may be legal or moral, 

individual or collective. 
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Later, Gray (2001, p. 11) offered a more general approach to defining the term ‘stakeholder’— 

‘anyone who can influence or is influenced by the organisation’. 

In addition to seeking to define stakeholder, stakeholders have been classified in several 

different ways in the extant literature. Freeman (1984) divided them into two groups: internal 

(shareholders, management and employees) and external (suppliers, the community and 

government). Mahoney (1994) also classified them into two groups: active and passive 

stakeholders. The former are those who seek to participate in a firm’s policymaking; these may 

or may not be management or regulators, and, therefore, are part of the company’s formal 

hierarchy. Alternatively, passive stakeholders are those who do not seek to participate in 

decision-making.  

Clarkson (1995) and Jones and Wicks (1999) also classified stakeholders into two main groups: 

primary and secondary. The primary group typically includes company shareholders, 

employees, customers, suppliers and government agencies, while secondary stakeholders 

encompass the media and community. Others have characterised stakeholders by their power, 

legitimacy and urgency. Power stakeholders are those who can influence the firm; legitimate 

stakeholders are those whose actions and claims are viewed as appropriate, proper and 

desirable in the context of the social system. The influence of urgency stakeholders is 

contingent upon the degree of their claim on the company (Wang 2011). This study, based on 

an experiment, will focus on one group that could be described as ‘powerful’ and another group 

that might be ‘influential’ but may simply have an interest in the affairs of the business. 

Stakeholder theory itself has two main branches: normative (ethical/moral) and managerial 

(instrumental) (Donaldson & Preston 1995; Jamali 2008). The former is concerned with the 

accountability of companies to all their stakeholders, irrespective of their power to affect the 

activities of the firm (especially wealth aspects). The latter focuses on how management 
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responds to powerful stakeholders (e.g., the investor). Deegan (2013) believes that all 

stakeholders have the right to be treated fairly by an organisation, and that managers should, 

therefore, manage the organisation for the benefit of these stakeholders. However, from the 

more pragmatic, managerial viewpoint, he conceded that organisations are more likely to 

respond to salient stakeholders—that is, those who potentially have the most powerful impact 

upon the organisation, because they control its resources (Ullmann 1985). 

In the CSR literature, the question of whether or not a company should be obliged to engage in 

CSR activities has long been the subject of debate. Friedman (1970) believes that the only 

responsibility of businesses is to increase profits for the benefit of shareholders. He also noted 

that a firm should address social concerns is so far as they were able to affect the ability of the 

firm to make a profit. Freeman et al. (2010) argued that a company should gear its policies to 

satisfy all stakeholders, rather than simply focusing on the ‘powerful’. Clarkson (1995), 

adopting the approach suggested by Freeman, proposed that if a firm wants to survive and be 

successful, it is essential that its managers create sufficient wealth, value and satisfaction for 

all stakeholders, including shareholders. Ullmann (1985), Deegan (2000), McWilliams and 

Siegel (2001), Wilson (2003) and O’Dwyer (2003) also argued that the needs of all 

stakeholders should be addressed. Some scholars have suggested that stakeholder theory is a 

deliberate strategy employed by managers to maintain the support of powerful stakeholders. 

According to this view, managers choose to provide CSR information to powerful stakeholder 

groups because they wish to retain their support (Roberts 1992; Morsing & Schultz 2006; 

Deegan & Blomquist 2006). Though Deegan (2013) used stakeholder theory to explain these 

managerial reactions from an ethical perspective, he suggested that managers have a moral 

obligation to respond to a company’s various stakeholders because they have the right to be 

informed about the company’s CSR activities. It has also been argued that CSR disclosure is 
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offered since a company has a moral obligation to improve the welfare of society (Francis 

1990; Sen & Bhattacharya 2001; Reynolds & Yuthas 2007; Williams & Adams 2013). 

This moral perspective is close to that of Islam, which according to Platonova (2013) and El-

Halaby and Hussainey (2015), views CSR disclosure as fulfilling a firm’s religious duty, first 

to God (Allah) and then to stakeholders. Htay and Salman (2013) supported this, emphasising 

that Islam does not limit corporate responsibility to shareholders and depositors (capital 

providers), but extends it to embrace all individuals who play a direct or indirect part in the 

business’s activities. Iqbal and Mirakhor (2004, p.57) defined such stakeholders, from an 

Islamic perspective, as ‘those whose property rights are at risk, or at stake, due to the voluntary 

or involuntary actions of the business’. In fact, there is an increasing focus in Islamic literature 

on the influence of these stakeholders on firms’ CSR disclosure (Htay & Salman 2013). Beekun 

and Badawi (2005) believe that while shareholders/depositors in Islamic firms do have the right 

to make a profit, this should not be at the expense of the rights of other stakeholders. Therefore, 

they argued that to fulfil their religious duty, Islamic institutions must provide CSR information 

to all stakeholders, including the broader community. 

This idea of CSR disclosure as a religious/moral obligation was tested by Dusuki and Dar 

(2007), who investigated stakeholders’ perceptions of CSR disclosure by two Islamic banks in 

Malaysia. They surveyed 1,500 of 1,780 stakeholders from seven different stakeholder 

groups—customers, depositors, the local community, employees, branch managers, regulators 

and Sharia advisors. They reported that all stakeholder participants shared a common priority 

in selecting a bank—that the bank behave in an ethically and socially responsible way. Later, 

using a similar approach, Dusuki (2007) surveyed seven stakeholder groups (customers, 

depositors, local communities, employees, branch managers, regulators and Sharia advisors) 

on their perceptions of Islamic banking practices, again in Malaysia. He found that most 
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stakeholders understood the basic difference between Islamic and conventional banks: that the 

former has a duty to society as a whole, rather than simply to shareholders, as do the latter. 

However, his findings highlighted the difficulty that Islamic banks experience in trying to 

balance profit-making and social welfare. Farook and Lanis (2007) agreed that it is difficult for 

Islamic banks to meet the ethical expectations of stakeholders in terms of CSR disclosure, 

because such institutions are influenced by a variety of pressures, such as political and 

shareholder pressure to make a profit. 

The present research uses stakeholder theory to examine whether the motivations of financial 

managers and accountants for CSR disclosure are influenced by pressure from internal 

stakeholder (shareholders) and/or external stakeholders (the general public). 

5.2.3 Institutional theory and CSR Disclosure 

Institutional theory provides insights into how social norms and pressures affect change within 

institutions in terms of how they operate (Deegan 2006). This can be thought of as how the 

institution responds to pressure exerted on it by stakeholders and competitors to conform to 

social norms and expectations of CSR disclosure. The organisation will need to meet this 

demand to ensure its organisational legitimacy and survival (DiMaggio & Powell 1983). 

DiMaggio and Powell (1983) asserted that an organisation’s behaviour may be influenced by 

its various stakeholders in three ways: normative, coercive and mimetic. Normative 

isomorphism refers to an organisation’s adoption of procedures, structures or practices, in a 

process of professionalisation and socialisation, to achieve normative status. In this way, the 

organisation attempts to provide products/services that are comparable to those of their 

competitors. Coercive isomorphism refers to an organisation’s adoption of structures/practices 

that conform to those of other firms operating in the same field, in response to formal or 

informal pressure exerted by powerful stakeholders such as governments, institutional 
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investors and the media/public. This is acted on to maintain legitimacy. Finally, mimetic 

isomorphism is the willingness of the firm to copy/imitate the successful practices of other 

organisations in the same field to increase legitimacy. Some studies have used institutional 

theory to explain CSR practice. Several have examined how CSR disclosure is shaped by 

normative isomorphism (Bebbington, Larrinaga & Moneva 2008; Amran & Haniffa 2011); 

others have explored the effect of coercive isomorphism (Bebbington, Higgins & Frame 2009), 

while others have examined the influence of mimetic isomorphism (Pedersen et al. 2013). 

Another approach, used by Scott (2008) and Muthuri and Gilbert (2011), explains how a 

company defines the nature and extent of its socially responsible behaviours, using three 

elements of institutions: regulatory/legal, normative/social and cognitive/cultural. The 

regulatory element describes behaviours that a firm adopts to comply with government and 

industry regulations and rules. The normative element refers to those that are shaped by the 

firm’s values and norms—these comprise what is commonly referred to as ‘corporate 

behaviour’. Finally, the cognitive element comprises socially responsible behaviour—that is, 

behaviour based on cultural values, ideology and identity. 

In a more recent study, Boxenbaum and Jonsson (2017) classified institutional behaviour into 

three broad dimensions:  

1) diffusion, which describes the spread of ideas, practices and structures among 

organisations. As these are adopted by more and more companies, they are rationalised 

as the ‘proper’ way of doing things 

2) isomorphism, the mechanism facilitated by diffusion, by which an institution conforms 

to perceived societal expectations, by adopting these rationalised ideas, practices and 

structures 
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3) decoupling, whereby an organisation claims to have adapted to meet external pressures, 

when it has not. Organisations do this when such adaptation would conflict with internal 

efficiency needs. For example, Jamali (2010) and Perego and Kolk (2012) found that 

some multinational corporations present a decoupled image of accountability through 

their practice of CSR assurance. 

Thus, based on institutional theory, three elements of institutional behaviour (regulatory, 

normative and cognitive) exert three types of isomorphic pressure (coercive, normative and 

mimetic) on corporations to engage in CSR disclosure. Deephouse (1996) suggested that 

organisational legitimacy can be increased simply by increasing coercive, normative and 

mimetic isomorphism pressure. This was supported by Deegan (2009), who asserted that an 

institution’s tendency to isomorphism, under pressure from its various stakeholders, can be 

used to explain its CSR disclosure behaviour. 

Institutional theory will be adopted in this study to assist in exploring the organisational 

response to the expectations of CSR disclosure and assurance in the context of the experiment 

undertaken. 

5.3 Stakeholder, Legitimacy, Institutional Theory and CSR Assurance 

The stakeholder, legitimacy and institutional theories have been also used to explain the 

motives of organisations to assure their CSR information (Velte & Stawinoga 2017). For 

example, Dando and Swift (2003) stated that as there are two main objectives of CSR assurance 

(1) to enhance credibility of a company’s CSR information and (2) ensure its accountability 

and transparency for external stakeholders—stakeholder theory plays a vital role in CSR 

assurance. This was echoed by O’Dwyer and Owen (2005) and Jones and Solomon (2010), 

who maintained that since CSR information is crucial to the decision-making of various 
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stakeholders, the assurance of this information is also vital, as it validates its reliability and 

credibility. 

Velte and Stawinoga (2017) suggested that CSR assurance may be used as a management tool 

to balance the interests of an organisation’s stakeholder groups by reducing stakeholder agency 

costs and enhancing the credibility of CSR information. However, other studies have argued 

that the CSR assurance process is flawed for two main reasons. First, its decision-making, 

scope and methods are subject to management capture (Casey & Grenier 2015). This 

constitutes an impairment; however, it was refuted by Edgley, Jones and Solomon (2010), who 

maintained that such capture could have ‘dual-pronged’ benefits—that is, value-adding that 

would benefit both management and stakeholders. Second, its process is devoid of stakeholder 

engagement (O’Dwyer & Owen 2007). This appears to be a more legitimate criticism, as a 

number of articles encourage stakeholders to be involved in the CSR assurance process. Gray 

(2000) and O’Dwyer and Owen (2005) view this involvement as benefiting the corporation by 

increasing the credibility of its CSR information, and providing it with the opportunity to 

interact with its stakeholders during the decision-making process. Owen et al. (2000) and 

Thomson and Bebbington (2005) perceive such stakeholder engagement as a way of increasing 

corporate accountability. However desirable this may be, and despite evidence from Edgley, 

Jones and Solomon (2010) and Manetti and Toccafondi (2012) of increased participation by 

stakeholders in the CSR assurance processes, Bepari and Mollik (2016) argued that until there 

is more widespread stakeholder participation in the practice of CSR assurance, it cannot be 

considered a tool for increasing a firm’s accountability to stakeholders. 

In the CSR assurance literature, stakeholder theory is able to explain motivations for CSR 

assurance by examining: (1) managers’ perceptions of the assurance of CSR (Park & Brorson 

2005; Jones & Solomon 2010); and (2) the influence of different groups of users on CSR 
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assurance (O’Dwyer & Owen 2005; Edgley, Jones & Solomon 2010; Wong & Millington 

2014). 

Legitimacy theory is another theory by which an organisation’s CSR assurance behaviour can 

be interpreted. This theory holds that there is a social contract between the organisation and its 

community. Therefore, to survive, the organisation needs to be more concerned with meeting 

the expectations of society than those of specific stakeholders, such as shareholders (Deegan 

2002). Legitimacy theory highlights a managerial approach in which companies attempt to 

legitimise their behaviour to survive and grow by managing or manipulating society’s 

expectations of their operations (Dowling & Pfeffer 1975). From this perspective, CSR 

assurance can be viewed as a strategic tool by which organisations can build their legitimacy 

in the eyes of society (Cohen & Simnett 2015a). Despite the obvious connection between 

legitimacy theory and the CSR assurance phenomenon, thus far, no study has focused on this 

from the managerial perspective. Most focus is placed on providers, such as accounting and 

consulting firms, to show how they use CSR assurance to improve the credibility of a firm’s 

CSR information, and thereby its legitimacy, to increase its market share (O’Dwyer, Owen & 

Unerman 2011; Michelon, Patten & Romi 2019). 

Institutional/neo-institutional theory is also used to examine how organisations make the 

decision to assure their CSR information. Smith, Haniffa and Fairbrass (2011) used neo-

institutional theory to develop a conceptual framework for investigating capture of CSR 

assurance by powerful managerial and professional interests. They believe that this framework 

provides an understanding of the dynamics involved in the interaction of assurance providers, 

organisations and the social context in which they operate. While O’Dwyer, Owen and 

Unerman (2011) also used institutional theory to examine how institutions make decisions 

related to CSR assurance, Martinez-Ferrero and Garcia-Sanchez (2017) employed it to: (1) 
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examine the relationship between coercive, normative and mimetic isomorphic factors and a 

firm’s decision to assure its CSR information; and (2) identify which factor exerted the most 

influence on this decision-making. The study used a quantitative method to analyse data for 

2007–2014, obtained from a sample of 696 international firms. Results showed that while these 

firms were driven to provide assurance by all three types of isomorphic pressure (coercive, 

normative and mimetic), they were most influenced by normative pressure. 

Institutional theory is recognised in the field of management accounting as the best theory for 

explaining why an organisation engages in CSR assurance (Kolk & Perego 2010). For example, 

Dillard, Rigsby and Goodman (2004) suggested that if accounting and auditing researchers 

want to analyse the cultural and environmental factors that influence organisations to adopt 

CSR practices (such as CSR disclosure and CSR assurance), they should use institutional 

theory. However, despite its usefulness in explaining the why of a company’s engagement in 

CSR assurance, the theory is rarely used to explain how such assurance is practised (Gray, 

Owen & Adams 2010). 

5.4 Combination of Theories Adopted by This Research 

While legitimacy theory has been widely adopted to explain CSR disclosure practices and 

managerial motivations for these disclosure (Guthrie & Parker 1989; Lindblom 1994; Deegan 

2002; Deegan & Gordon 1996; Lewis & Unerman 1999; O’Dwyer 2002; Tilling 2004; Deegan 

& Islam 2009; Gray 2010; Bachmann & Ingenhoff 2016), this theory alone cannot provide a 

means of identifying and measuring the legitimacy gap that may exist. Further, it ignores 

internal factors such as the motives of managers, as it is focused on societal expectations as an 

external stakeholder (Guthrie & Parker 1989; Wilmshurst & Frost 2000; Smith, Haniffa & 

Fairbrass 2011). Therefore, most researchers have suggested using a mix of legitimacy theory 

and stakeholder theory to assist in understanding why companies engage in CSR disclosure 
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(Gray, Kouhy & Lavers 1995; Woodward, Edwards & Birkin 1996; Neu, Warsame & Pedwell 

1998). Holder-Webb et al. (2009, p. 500–501) argued that: 

in the area of CSR it is difficult to distinguish between the drivers and the implications 

of legitimacy theory versus stakeholder theory, as the target population according to 

both theories will be the community of individuals providing access to resources, or 

those in a position to enhance or diminish the firm’s ability to access resources. 

Further, institutional theory was used to understand whether involvement in CSR practices 

would become institutionalised rather than an outcome of a decision-making rational process 

(Larrinaga 2007). According to Deegan (2013), institutional theory provides a complementary 

perspective to both stakeholder theory and legitimacy theory to investigate voluntary corporate 

reporting practices, and to understand how organisations comprehend and respond to changing 

social and institutional pressures and expectations. 

All theories offer an abstraction of the real world. Theories that are used to assist in 

understanding why companies engage in CSR disclosure and CSR assurance are limited by the 

worldview they embrace (e.g., Wilmshurst & Frost 2000; O’Dwyer 2002; Smith, Haniffa & 

Fairbrass 2011). Despite this, both stakeholder theory and legitimacy theory have been 

extensively used by researchers (Mathews 1997; Huang & Watson 2015). According to Gray, 

Owen and Adams (1996), such systems-oriented theories offer powerful insights into CSR, as 

they allow the practice to be put into a broader context in terms of the social factors that 

influence how companies conduct their CSR disclosure. System-oriented theories have been 

adopted in empirical studies to examine the motivations for CSR disclosure (Islam & Deegan 

2008; Hossain & Rowe 2011; Fernando 2013; Hossain, Rowe & Quaddus 2013; Yu & Rowe 

2017). 
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Deegan (2013), Chen and Roberts (2010), Smith, Haniffa and Fairbrass (2011), Ali and Rizwan 

(2013) and Fernando and Lawrence (2014) indicate that systems theories share similar 

assumptions concerning the relationship between a company and the society within which it 

operates. Thus, they can be viewed as complementary to each other rather than in competition 

with each other. Figure 5.1 shows the basic theoretical framework adopted for this research. 

These three theories are all derived from political economy theory. According to Gray, Owen 

and Adams (1996, p. 47), they provide ‘the social, political and economic framework within 

which human life takes place’. Therefore, economic issues such as the motivations for CSR 

disclosure and assurance in Kuwait can only be investigated within this broader framework. 

The most logical way to do this is by using a combination of the three theories, as each type of 

institution forms a part of the broader social system in which it operates, and so can potentially 

be influenced by the expectations of that system. 

 

 

Figure 5.1. The Theoretical Framework 
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From the managerial perspective of stakeholder theory, corporate CSR disclosure is an 

instrument through which to manage the informational needs of a specific stakeholder group—

shareholders. In other words, managers use such disclosure to control or manipulate these, the 

company’s most powerful stakeholders, to gain their support and ensure the firm’s survival and 

growth (Gray, Owen & Adams 1996). In contrast, legitimacy theory holds that managers use 

CSR disclosure to ensure the support of a broader society and the longevity of their firm by 

legitimising its actions in the eyes of that society (Deegan 2013). Institutional theory also 

considers societal expectations as the motivating force for CSR disclosure. However, it holds 

that corporations meet such expectations by adopting behaviours similar to those of other 

successful organisations in the same field (de Villiers & Alexander 2014). 

These explanations of CSR disclosure provided by stakeholder, legitimacy and institutional 

theories overlap in two ways (Islam & Deegan 2008; Fernando & Lawrence 2014). First, the 

notion of pragmatic legitimacy theory overlaps with that of managerial stakeholder theory. 

According to the former, an organisation must consider the interests of its immediate audience; 

this is the equivalent of stakeholder theory’s belief that a company needs to meet the demands 

of its most powerful stakeholders. Second, the decoupling perspective of institutional theory 

can be likened to legitimacy theory because both deal with how some companies practise 

disclosure to enhance their reputation as socially responsible companies, but without actually 

changing their behaviour. 

In an empirical study, Islam and Deegan (2008) used stakeholder, legitimacy and institutional 

theories to examine the motivation of Bangladeshi companies to make CSR disclosures in their 

annual reports. Using an interview approach with 12 senior officials from the Bangladesh 

Garment Manufacturers and Exports Association, they found that clothing companies in 

Bangladesh engage in CSR disclosure as a response to the demands of powerful primary 
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stakeholders, namely multinational purchasing companies. This supports the managerial 

perspective of stakeholder theory. From the perspective of legitimacy theory, manufacturers 

and exporters in Bangladesh must meet the expectations both of the clothing industry in 

Bangladesh and Western buyers (powerful stakeholder). According to institutional theory, 

companies engaged in this industry are likely to embrace the operating policies and codes of 

conduct of other similar, successful companies in the same field (coercive isomorphism). In 

the same country, Hossain and Rowe (2011) used a similar approach to explore motivations 

for CSR disclosure by interviewing 20 senior managers directly involved with their companies’ 

CSR policymaking and report preparation. They reported that from the perspective of 

legitimacy theory, managers engaged in CSR disclosure to meet the expectations of 

international buyers; therefore, CSR disclosure fails to fulfil the social obligation of their 

companies to society. Stakeholder theory views organisations’ engagement in CSR disclosure 

as tool for manipulating and managing powerful stakeholders, while institutional theory 

perceives it as a way of allowing them to imitate the CSR practices of other successful firms in 

the same sector and meet the expectations of their relevant public, such as government and 

international buyers. In view of these differing perspectives, a combination of these theories 

would provide the most comprehensive understanding of the CSR disclosure phenomenon 

(Islam & Deegan 2008; Deegan 2013) and CSR assurance (Smith, Haniffa & Fairbrass 2011). 

Legitimacy theory holds that managers use CSR disclosure and other forms of assurance to win 

the support of the broader society (the general public), by legitimising its actions in the eyes of 

that society by meeting that society’s expectations, thereby ensuring the longevity of their firm. 

Therefore, both Islamic and conventional institutions should operate within the bounds and 

norms of their society in meeting social contract expectations (Deegan 2013). From the 

perspective of the managerial branch of stakeholder theory corporate CSR disclosure is an 

instrument for managing the informational needs of salient stakeholders - those powerful 
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groups able to influence the firm such as shareholders. Institutions use such disclosures to 

inform, control or manipulate their most powerful stakeholders to gain their support and, in so 

doing, ensure their own growth and survival (reference required). Institutional theory, in 

contrast considers societal expectations as a strong motivating force for CSR disclosure.  

Stakeholder theory, legitimacy theory and institutional theory are systems-oriented theories 

These systems used to explain the role of information and disclosure in the relationships 

between organisations, the State, individuals and groups (Gray, Owens & Adams, 1996). As 

the organizations are influenced by, and influences, the society in which they operate (Deegan, 

2002; Deegan & Unerman, 2011; Omran & Ramdony, 2015). In combination, the theories are 

used to answer the main research question “Whether, and in what ways, corporate culture and 

‘type’ of stakeholder audience act to motivate the supply of corporate social responsibility 

(CSR) disclosure and CSR assurance for financial institutions in Kuwait?“. Through 

developing and testing a series of hypotheses, the study examines the possible influence of 

corporate culture (Islamic and institutional) and target audience type (shareholders and the 

general public) on the practice of CSR, in Kuwait. More specifically, this allows the study to 

assess whether these institutions practise CSR  to ensure that they: (1) fulfil their social 

contract, by operating within the bounds and norms of their society (including the general 

public); or (2) meet the expectations of powerful stakeholders (shareholders); or (3), 

alternatively, simply conform to the behaviours of others in the same field (conventional 

institutions), by adopting similar characteristics, forms and processes. 

5.5 Development of Research Hypotheses 

The existing literature identifies various factors that may influence a firm’s decision to engage 

in CSR and the level of these disclosures. Of the internal and external factors identified by 

Adams (2002), corporate culture and stakeholder type (audience type) are targeted by this 
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research. It examines whether these factors influence CSR disclosure and CSR assurance of 

financial institutions in Kuwait, and if so, to what extent. The main research question is: 

Do corporate culture and target audience type individually/jointly 

influence financial managers and accountants to engage in CSR disclosure 

and CSR assurance, and if so, to what extent? 

5.5.1 Corporate Culture 

According to Shahin and Wright (2004, p. 501), corporate culture is a ‘set of assumptions or 

beliefs that are shared by members of an organisation’. Hofstede, Hofstede and Minkov (2005, 

p. 5) defined it is ‘the collective programming of the mind’, which, ‘distinguishes the members 

of one group or category of people from another’. Balmer and Greyser (2006, p. 735) indicated 

that these values and beliefs are central to an organisation’s identity, to the group of people or 

category of people. Baydoun and Willett (2000, p. 74) proposed a socio-anthropological 

interpretation of culture, as ‘a set of beliefs … communicated in a language to members of the 

defined language community’. They further argued that according to this interpretation, 

religious beliefs are part of culture, as they are a subset of society’s total ethical beliefs. 

Ethical corporate beliefs are enshrined in a company’s culture, which informs that company’s 

responsible behaviour. For example, Ford and Richardson (1994, p. 217) stated that ‘the more 

ethical the climate and culture of an organisation is, the more ethical an individual’s … beliefs 

and decision-making behaviour will be’. This was supported by Yin (2017), who stated that 

ethical (corporate) culture may serve as a guideline for an organisation’s CSR decision-making. 

Further, Balmer and Greyser (2006) believe that corporate culture is important since it provides 

the context in which employees engage with each other and with other stakeholders. They 

stressed that employees represent the ‘frontline’ of the organisation because they reflect its 

culture. Thus, in this study, we expect that members of Islamic institutions will have attitudes 
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and behaviours, concerning CSR disclosure and CSR assurance, that differ from those of their 

conventional counterparts. 

Ubius and Alas (2009) and Yin (2017) identified a relationship between the corporate culture 

and CSR practices of an organisation. This was supported by Tan (2017), who found that 

culture (both organisational and national) is one of the drivers of CSR. Galbreath (2010) 

believes that humanistic corporate culture is an internal factor that has an effect on 

corporations’ strategy, policies and practices related to CSR. Maon, Lindgreen and Swaen 

(2010) suggested that enhance CSR practices, CSR-related values must become deeply 

integrated into the management strategy and organisational culture. Lee and Kim (2017) also 

emphasised the important role of organisational culture in creating a positive relationship 

between CSR and the social and economic performance of a firm. Zur, Evans and Bridson 

(2008) confirmed this, reporting that if employees of an organisation share a culture 

characterised by moral and ethical behaviour towards stakeholders, then the organisation is 

more likely to easily develop and implement CSR policies. However, in a more recent study, 

Farooq, Hao and Liu (2019) argued that more research is needed to determine whether there is 

a clear ‘binding or non-binding’ relationship between religion and CSR. 

Further, as might be expected, corporate culture has also been found to have an influence on 

the level of a company’s CSR disclosure (Adams 2002; Bayoud, Kavanagh & Slaughter 2012; 

Momin & Parker 2013). This was supported by Sobhani, Zainuddin and Amran (2011), Belal, 

Abdelsalam and Nizamee (2015) and Hossain et al. (2015), who found that culture and the 

Islamic religion influence CSR disclosure practices. Therefore, it stands to reason that if an 

organisation wishes to meet the high ethical standard of disclosure demanded by its 

stakeholders, it must focus on developing a corporate culture characterised by values, such as 

‘interdependence, empathy, fairness, personal responsibility, integrational justice, cooperation 
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and partnership, communication and dialogue’ (Jaakson, Vadi & Tamm 2009, p. 9). While this 

can be a considerable challenge for conventional institutions, for Islamic institutions, it is not. 

This is because IFIs already have an ethical culture based on the principles of Islam (Rice 1999; 

Lewis 2001). Farook (2007) stated that an IFI is obligated to act in a socially responsible 

manner because of its dual role: that of a financial institution with a religious obligation to 

fulfil, and that of an exemplary financial intermediary. The responsibilities of IFIs within this 

dual role are specified by Sharia, thereby providing a clear basis for the implementation of 

policies. 

This religious basis is reflected in the assertions of Belal (2001) and Dusuki and Yusof (2008) 

that businesses in the Islamic world must focus on socioeconomic goals, rather than the purely 

economic ones of their conventional counterparts, as their responsibility is to meet demands of 

Muslims in terms of accountability, social justice, ownership and trust (Maali, Casson & Napier 

2006; Mohammed 2007). Islamic scholars such as Lewis (2006) and Baydoun and Willett 

(2000) believe that to fulfil this obligation to be fully accountable to society for their actions, 

managers of Islamic institutions must make CSR disclosure. Haniffa (2002) stated that the main 

reason for such social reporting is to help Muslim corporate decision-makers, and the 

companies on whose behalf they act, to fulfil their religious obligations to God and the 

community. Benomran et al. (2015), in their study of the motives of CSR disclosure in Libya, 

found that the country’s Islamic culture has a strong influence on the types and levels of CSR 

disclosure made. Therefore, from the Islamic perspective, CSR disclosure must emphasise how 

institutions address issues of social justice and social responsibility (Kamla & Rammal 2010; 

Elasrag 2015). Given that Islamic institutions have such a holistic basis for their CSR 

reporting—one that differentiates them from their Western counterparts (Issalih et al. 2015; 

Tilt & Rahin 2015)—it could be expected that they would make a higher level of CSR 

disclosure than their conventional counterparts. This is a further expectation within this study. 
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A small number of comparative studies have explored whether there is a difference between 

the levels of CSR disclosure made by IFIs and CFIs (e.g., Aribi & Gao 2010; Abbasi et al. 

2012; Sobhani, Amran & Zainuddin 2012; Zubairu, Sakariyau & Dauda (2011); Chintaman 

(2014); Nobanee & Ellili 2016; Durrani 2016). Using a content analysis approach, these authors 

confirmed that while in some cases IFIs provide a greater amount of CSR information than 

CFIs, in other cases, they do not. Farook, Hassan and Lanis (2011) supported this, claiming 

that Islamic banks disclose significantly less information than what is expected by researchers. 

This was also supported by El-Halaby and Hussainey (2015), who examined CSR disclosure 

in the annual reports of 138 Islamic banks across 25 countries, using content analysis, and 

found a very low level of CSR disclosure. However, Belal, Abdelsalam and Nizamee’s (2015) 

case study examination of the CSR disclosure of the Islamic Bank of Bangladesh, over a 28-

year period, noted an increase in ethical disclosure. 

Few empirical studies have examined the motives of Islamic institutions/managers for CSR 

disclosure. In a case study from Bangladesh, Sobhani, Zainuddin and Amran (2011) attempted 

to identify the motivations of Moon Bank for CSR disclosure. They reported that, among other 

factors, Islam plays a vital role in shaping the bank’s disclosure practices. In another study, 

from Malaysia, Jusoh and Ibrahim (2017) interviewed 34 participants, a mix of chief executive 

officers (CEOs), managing directors, heads of Sharia and heads of corporate communications, 

from 16 Islamic banks to establish the reason for the dearth of CSR information in their 

institutions’ annual reports. The researchers attributed this to the voluntary nature of the 

disclosure and suggested that the solution was regulatory intervention. Aribi and Arun (2015), 

using a similar approach, explored managerial perceptions of CSR and CSR disclosure in IFIs 

in Bahrain. They found that despite demonstrating an understanding of the concept of CSR, the 

managers failed to reflect this in practice, by engaging in CSR disclosure. Therefore, Islamic 

banks must engage in more CSR disclosure and CSR assurance: (1) to improve their image and 
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enhance their reputation (Gray & Balmer 1998) and (2) to realise their main objective under 

Sharia, which is to achieve a balance between their financial and social goals (Aliyu et al. 

2017). 

5.5.2 Audience Type 

As previously discussed, companies may disclose CSR information to various audiences and 

this may differ, at least partly, in response to differing cultures. They may focus on narrow 

‘powerful’ groups like the shareholder, or as Freeman (2001, p. 59) stated, ‘groups and 

individuals who benefit from, or are harmed by, and whose rights are violated, or respected. by 

corporate actions’. These stakeholders (audiences) were classified by Clarkson (1995) and 

Freeman et al. (2010) into two groups: internal/primary stakeholders and external/secondary 

stakeholders. The former are those who, as the owners of the company, have the principal, 

direct effect on its profit and loss, while the latter are those, such as the public, who have only 

an indirect effect on corporate decision-making. This study focuses on both types of 

stakeholders. 

Accepting the importance of CSR disclosure for all stakeholders, Dawkins (2005) argued that 

the public are not inclined to proactively seek CSR information about an organisation, even 

regarding issues they consider particularly important. This is because they feel that most 

organisations do not listen to the public or even respond to their concerns on CSR issues. Thus, 

they are rarely the target audience for CSR disclosure. Alternately, it has always been argued 

that shareholders have legal and economic primacy, as they are the most important resource 

provider in creating wealth for the entity. Salient stakeholders have power to influence an 

organisation’s performance. Such power stems from their ownership of resources that are 

critical to the firm, their influence with the media, their capacity to take legal action against the 

company and their ability to influence community perceptions of the company’s 
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products/services. Therefore, it is vital for the organisation to ‘close the loop’ by informing 

stakeholders that its CSR activities are a genuine response to their demands (Sloan 2009). This 

can be achieved by making CSR disclosures (Du, Bhattacharya & Sen 2010; Crane & Glozer 

2016). Such communication between organisations and their stakeholders is important for 

determining socially responsible behaviour (Gray 2000), and is the basis of a company’s 

operational strategy, in that it determines how the firm deals with its various stakeholders 

(Maon, Lindgreen & Swaen 2010). However, while such an engagement would seem to reflect 

admirably on an organisation, stakeholders should be mindful that a firm’s willingness to 

engage in two-way communication with them is not necessarily evidence of a CSR 

commitment that stems from ethically based corporate behaviour (Arvidsson 2010). 

Moir (2001) argued that CSR information must meet the needs of the entirety of an 

organisation’s stakeholders, rather than simply satisfying the demands of its shareholders. This 

echoes the assertion of Post et al. (1996) (cited by Darus et al. 2015, p. 37) that ‘a corporation 

should be held accountable for any of its actions that affect people, their communities, and their 

environment’. In fact, such is the importance of the general public/community, it is included 

as one of the four dimensions of CSR disclosure proposed by Gray and Bebbington (2001): 

employees/human resources, community, customers/products and services, and environment). 

These dimensions are still used by studies on CSR disclosure. 

In Western literature, there is an ongoing debate about the rights of stakeholders v. the rights 

of shareholders. However, there is no such debate in the Islamic literature. This is because 

Islamic institutions have an obligation, under Sharia law, to respect the rights of all 

stakeholders equally. In other words, they must act in a fair and just manner in their dealings, 

not only with shareholders, but with their various stakeholders as well (Dusuki & Dar 2005; 

Hassan & Syafri Harahap 2010). Equally important, in the Islamic context, is the notion of 
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accountability, which describes the rights of all stakeholders to access information about a 

firm’s CSR initiatives, in such areas as the environment, human rights, employment and 

community sponsorship (Hossain et al. 2015). 

Therefore, the principles of Sharia guarantee that Islamic businesses operate according to the 

highest ethical and moral standards and give back to all stakeholders, including the community, 

by addressing social welfare issues (Haniffa & Hudaib 2010). Haniffa and Hudaib (2007) 

coined the term ‘ethical identities’ to describe Islamic institutions in terms of the ethical way 

they deal with their various stakeholders. Balmer, Fukukawa and Gray (2007) suggested that 

this ethical identity is formed relationally, between parties, in the context of business and social 

exchanges. Creating such an identity represents a major challenge for businesses, since meeting 

the welfare expectations of society is not easy in today’s highly competitive market (Aribi & 

Arun 2015). Beekun and Badawi (2005) believe that to become or remain ethically responsible, 

Islamic institutions must make an effort to balance the needs of their multiple stakeholders, and 

acknowledge the rights of all of them to access information about how the institutions’ business 

practices affect the community. 

Under Sharia law, Islamic businesses are permitted to make a profit, but not at the expense of 

other stakeholders (Farook & Lanis 2011). This reflects the contention of Dusuki (2007, p. 47) 

that ‘Islamic banks are equally perceived as organizations characterised by ethical norms and 

social commitments, without undermining the commercial aspects of doing business’. 

Similarly, Azid, Asutay and Burki (2007, p. 23) stated that ‘the objective of the [Islamic] firm 

is to earn profit for its shareholders, look after the interests of its employees, protect the rights 

and interests of its consumers, and provide them with quality products, at just prices’. 
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By disclosing CSR information, Muslim decision-makers are perceived as fulfilling their 

obligations to God and the community (Haniffa 2002; Harahap 2002). The first empirical study 

of perceptions of the CSR of Islamic banks was that of Dusuki and Dar (2007). It explored the 

perceptions of seven types of stakeholders (customers, depositors, local communities, 

employees, branch managers, regulators and Sharia advisors) of Islamic banks in Malaysia. 

The study revealed that, in general, these stakeholders held positive views of the banks’ CSR 

behaviour, and this was the deciding factor in their choice of bank. Similar results were reported 

by Di Bella and Al-Fayoumi (2016), who explored stakeholder perceptions of the CSR of two 

Islamic banks in Jordan. As CSR is clearly a priority for stakeholders, institutions such as banks 

should engage in CSR disclosure if they wish to enhance their public image and reputation 

(Gray & Balmer 1998; Haniffa 2002; Lauritsen & Perks 2015). While CSR disclosure can be 

a good communication strategy, it may also be perceived as one that institutions use to maintain 

legitimacy (Bachmann & Ingenhoff 2016). From this perspective, Islamic institutions need to 

include CSR information in their annual reports to convey an image of social and 

environmental responsibility. In this way, they will be perceived are acceptable, according to 

the norms of society (Ahmad & Sulaiman 2004). 

Assurance is vital for enhancing the credibility and reliability of CSR information (Velte & 

Stawinoga 2017). Despite this, no studies on CSR assurance were found in the Islamic 

literature. The only close reference was to ‘religious assurance’, which is described as being 

the responsibility of the SSB, which supervises internal audits to ensure that the operations of 

institutions comply with the tenets codified in the principles of Sharia (Hassan et al. 2016; 

Haridan, Hassan & Karbhari 2018). Such compliance enhances the integrity and accountability 

of Islamic institutions (Ab Ghani & Rahman 2015). Thus, although this ‘religious assurance’ 

is not called ‘CSR assurance’, it has the same goals: to enhance an institution’s reputation and 

to confirm its legitimacy. 
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Following from the above, corporate culture and audience type are important factors that will 

influence participants’ motivation to engage in CSR disclosure (assurance). These two factors 

are particularly relevant to the Kuwaiti context, where the financial sector can be clearly 

divided into two types: Islamic and conventional, each with its own business philosophy and 

audience type (shareholders or the general public); Therefore, the expectations are that greater 

disclosure (assurance) will be made by IFIs than CFIs, and that, in the case of the former, most 

of this will target the general public, in a bid to increase their institutional legitimacy. This was 

supported by the systems-oriented theories, since IFIs would be more accountable to the 

general public than CFIs in order to legitimate their activities (legitimacy theory), and deal with 

all stakeholders in the same manner (stakeholder theory) without differentiating between the 

shareholders and the general public. Also, IFIs will need to follow their counterparts on 

practicing CSR (institutional theory) while they are operating in a competitive market. 

Once the basic review of the two variables of the study is completed, a conceptual framework 

will be developed to support building the research hypotheses. Figure 5.2 depicts the 

conceptual framework based on these two factors. In Section 5.5., corporate culture, target 

audience and other control variables will be discussed in more detail. 
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Figure 5.2. Conceptual Framework 

Given the likelihood that each of the four experimental groups may reply differently, the 

following null hypotheses were developed from this discussion: 

H1. There are no differences among the four groups in terms of their perception of the impact 

of corporate culture and target audience on the level of CSR disclosure 

H2. There are no differences among the four groups in terms of their perception of the impact 

of corporate culture and target audience on the level of CSR assurance. 

H3. There is no difference between IFIs and CFIs in terms of their level of CSR disclosure. 

H4. There is no difference between IFIs and CFIs in terms of their level of CSR assurance. 
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H5. There is no difference between the levels of CSR disclosure made to the two types of target 

audience (shareholders and the general public). 

H6. There is no difference between the level of CSR assurance made to the two types of target 

audience (shareholders and the general public). 

5.5.3 Additional Hypotheses 

5.5.3.1 Demographic Variables 

A number of studies have found that demographic factors can affect an individual’s perceptions 

of CSR and, therefore, inform their strategic decision-making (Wang 2011; Kukanja, Planinc 

& Šuligoj 2016). For example, Belkaoui (1980) believes that choice of accounting techniques 

is influenced by a manager’s background variables. That is, the values and beliefs of the 

manager will influence the CSR disclosure decision. Hendricks (1976) also examined the 

relationship between participants’ background and their decision-making. Of the eight 

background variables examined, he identified one—business experience—that influenced the 

level of human resources information disclosed. Belkaoui (1980) found that the amount of 

experience and the age of participants had a bearing on their investment decisions. In addition 

to these factors, Van der Laan Smith et al. (2010) reported that gender influenced decisions 

concerning CSR disclosure. However, Elias (1972) and Hambrick and Mason (1984) found no 

relationship between participants’ demographics and their decisions concerning choice of 

investment. 

In the present study, 11 demographic characteristics of respondents were selected to determine 

whether they have any influence on participants’ motivations for CSR disclosure and CSR 

assurance. These are gender, age, nationality, educational level, major degree, 

national/international degree, foreign experience, current type of institution, employment 

sector, position and total years’ experience. Therefore, the seventh research hypothesis is: 
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H7. There are no differences among the four groups in terms of the effect of selected 

demographic variables of participants on their preferred levels of CSR disclosure and CSR 

assurance. 

5.5.3.2 Themes of CSR disclosure 

CSR information can be classified thematically in a number of ways (see Chapter 2). These 

have been proposed by various scholars and international bodies as ways of identifying CSR 

information, and as guidelines for companies to present their CSR information in various 

communications such as annual reports. In this research, four themes of CSR information were 

utilised: human resources, products/services, community activities and environmental 

contributions. CFIs are expected to focus on the first two themes, as they are more concerned 

with the needs of more powerful stakeholders—traditional stakeholders such as shareholders 

or potential investors (Spence 2009). Conversely, IFIs that operate according to ethical, Sharia-

based principles could be expected to have goals that reflect both aspects—ones that are 

socioeconomic in nature (Maali, Casson & Napier 2006; Durrani 2016) and have a balanced 

focus on all stakeholders by recognising all four themes, not just human resources and 

products/services. Therefore, the eighth research hypotheses is: 

H8. There are no differences among the four groups in terms of the degree of importance that 

they assign to the four themes of CSR disclosure. 

5.5.3.3 Types of CSR assurance provider 

As stated in Chapter 2, CSR assurance can be provided in a variety of ways: internally, 

externally, or by a combination of internal and external providers. Internal CSR assurance is 

conducted either by a special CSR assurance unit, or by an internal auditing team. External 

CSR assurance may be provided by an accounting firm or a specialist firm. Surprisingly, Jones 

and Solomon (2010) found that only 50 per cent of the respondents in their study believed that 
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external assurance was necessary. This was contradicted by Carey, Simnett and Tanewski 

(2000), whose study indicated that there is high demand both for internal and external CSR 

assurance services. This was confirmed by evidence of strong competition among providers 

(Farooq & de Villiers 2017). Both these findings add weight to Gray’s (2000) statement that 

CSR assurance improves the credibility and reliability of CSR information for decision-

makers. 

As well these contradictory findings, there is a long-standing debate as to whether a better 

assurance service is offered by accountants or consultant assurers (Pflugrath, Roebuck & 

Simnett 2011; Casey & Grenier 2015). This debate has not yet reached a consensus (Ackers 

2009; Manetti & Becatti 2009). Nevertheless, there is a body of evidence in favour of 

accountants. O’Dwyer and Owen (2005) suggested that as professionals, accountants would 

provide higher levels of assurance than non-accountants, by adding greater value to the 

reporting process, and by being able to improve CSR strategies and processes. Further, 

accounting firms have a good reputation built on their delivery of professional auditing 

services, and so are less likely to behave opportunistically or short-sightedly (Simnett, 

Vanstraelen & Chua 2009). Pflugrath, Roebuck and Simnett (2011) and Clarkson et al. (2015) 

echoed this, finding that the credibility of CSR information is enhanced to a greater degree 

when the assurance provider is a member of an accounting firm. Cheng, Green and Ko (2015) 

agreed that the superior quality of services provided by accounting firms motivates companies 

to seek their services. 

In this regard, IFIs could rely on the existence of SSBs, which play a unique role by providing 

assurance on religious compliance (Rahman & Bukair 2013; Hassan et al. 2016; El Hussein 

2018). Therefore, these types of institutions would be more focused on the efficiency of the 

internal audit in CSR assurance services. However, for CFIs, third-party involvement would 
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be crucial to increase the credibility of CSR information provided to shareholders, as CSR 

assurance is associated with not just the credibility of information, but also the lower cost of 

equity capital, fewer analysis forecast errors and dispersion (Dhaliwal et al. 2012; Casey & 

Grenier 2015). This leads to the final research hypothesis: 

H9. There are no differences among the four groups in terms of their choice of CSR assurance 

providers. 

5.6 Summary 

This chapter had two aims. The first was to develop a theoretical, systems-oriented framework 

that provides a social context within which to examine CSR disclosure practices. This 

framework is based on three theories: stakeholder theory, legitimacy theory and institutional 

theory. These three theories overlap and complement each other to explain CSR disclosure and 

CSR assurance practices. For instance, the concept of pragmatic legitimacy overlaps with the 

managerial perspective of stakeholder theory, while ideas of moral and cognitive legitimacy 

overlap with those of normative and cognitive institutional pressures, respectively, in 

institutional theory. 

The second aim was to develop research hypotheses based on two key factors that might 

determine an institution’s level of CSR disclosure and CSR assurance: corporate culture 

(Islamic or conventional) and audience type (shareholders or the general public). Also, some 

demographic characteristics of participants that may affect CSR disclosure and CSR assurance 

were considered. Chapter 6 presents the methodology employed in this research to examine the 

research hypotheses.  
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Chapter 6: Methodology 

6.1 Introduction 

This chapter will outline the research methodology and methods that underpin this research. 

This study adopts an experimental design supported by qualitative interviews with a sample of 

participants. The aim of the experiment was to test the research hypotheses related to the 

influence of corporate culture, both Islamic and conventional, and audience type—shareholders 

and the general public—on motivations for CSR disclosure and CSR assurance. 

The chapter is structured as follows. Section 6.2 explains the research methodology, which 

includes the underlying philosophy, strategy and approach of the research. Section 6.3 is an 

extended discussion of the experiment, in terms of the main research method used for collecting 

data. This includes the experimental design, variables, participants, and tasks and procedures. 

Section 6.4 discusses other matters related to the experiment: challenges, predictions, the pilot 

test and ethical issues. Section 6.5 presents the qualitative content analysis technique employed 

in this research as an additional approach for examining some of the research hypotheses in 

greater depth. Finally, Section 6.6 summarises the chapter. 

6.2 Research Methodology 

This thesis is exploratory in nature because it seeks to determine the impact of corporate culture 

and audience type on financial managers’ and accountants’ motives for CSR disclosure and 

assurance. Exploratory research involves a systematic and extensive investigation to answer 

the ‘what’ question. As a consequence, insights are gained into the ‘who’, ‘when’, ‘where’ and 

‘how’ questions. This study is exploratory since its aim is to explore the presence of CSR 

reporting and assurance in Kuwait. There is no study of this nature within the CSR literature. 

This study enhances our understanding of the behavioural reactions of managers to CSR 
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practices in Kuwait. This country provides a unique context. As an Islamic and rich country, it 

is distinguished from other emerging countries in which CSR practices have been extensively 

examined, such as Bangladesh, Malaysia and Pakistan. 

The present research uses a combination of quantitative and qualitative strategies. This study 

explores our understanding of how corporate culture and type of stakeholder influences 

managers’ decisions to engage in CSR disclosure and assurance using quantitative analysis. It 

also explores managers’ motivations for CSR disclosure and assurance, adopting a qualitative 

analysis based on open-ended questions. 

6.3 Research Method 

An experimental approach is a valuable way to gather data in accounting research (Trotman, 

Tan & Ang 2011; Bloomfield, Nelson & Soltes 2016). This study adopted an experimental 

design to answer the main research question, concerning to ‘what’ extent financial managers 

and accountants are influenced by corporate culture and target audience type 

individually/jointly in their engagement in CSR disclosure and CSR assurance. 

As both dependent and independent variables are typically measured imprecisely, the resulting 

measurement may contain both random noise and systematic bias. Hales et al. (2016) suggested 

that the experimental method may help address issues pertaining to CSR disclosure. Further, 

Schmitz and Schrader (2015) suggested that an experimental approach might be the most 

suitable way to test the effect of variables on CSR disclosure. This supports the finding of 

Alewine (2010) that such a method allows the researcher to design an experiment in which it 

is possible to observe the impact of participants’ cognitive processes on the reporting of 

accounting information. For example, he stated way CSR information is displayed provides an 

insight into the manager’s evaluation methods. Further, an experiment could predict and 

explain why certain behaviours or actions occur using psychological theory. 
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Chan and Milne (1999) suggested that a survey-based experiment is an appropriate tool for 

assessing the impact of an individual’s CSR decision-making, as it can measure this more 

directly than other methods can. This can be done by:  

1) choosing the particular user groups or segments of the population to be surveyed; in 

this way, the researcher has considerable control over the information signals being 

investigated 

2) investigating an individual’s decision-making and the relative impact this might have 

on CSR disclosure; this gives the researcher an insight into that individual’s perceptions 

of the importance of CSR information 

3) the decision-makers’ providing the researcher directly with the rationale for their 

decisions, concerning CSR disclosure. 

A well-devised experimental approach must present participants with scenarios to which they 

can respond. Anonymity may be successful in eliciting a more accurate reflection of their true 

motivations for CSR disclosure and assurance than would be obtained using an archival method 

(Soetevent 2005; Bloomfield, Nelson & Soltes 2016) 

Within the CSR accounting literature, experimental researchers have sought to understand 

accounting judgements and decision-making from two main perspectives—economic (based 

on a well-defined economic model that has made an ambiguous prediction); and one grounded 

in cognitive psychology (which assumes that internal mental behaviour scientifically occurs 

between input and output in an experiment such that the ways the individual acquires, stores, 

retrieves and transforms information could not be explained by an economic perspective) 

(Haynes & Kachelmeier 1998; Moser 1998). Both approaches were employed by Benabou and 

Tirole (2010) in their study of motivations for CSR behaviour. However, most other studies 

have relied exclusively on the economic perspective. For example, it was used by Belkaoui 
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(1980), Teoh and Shiu (1988), Van der Laan Smith et al. (2010) and Brown-Liburd, Cohen and 

Zamora (2018) to examine the influence of CSR disclosure on the short- and long-term 

decisions of investors and sophisticated users of CSR information, such as accountants and 

investment analysts (Chan & Milne 1999; Milne & Chan 1999). It was also used by Chen, 

Jermias and Nazari (2016) and Martin and Moser (2016) to explore managerial decision-

making. This perspective is also used in relation to CSR assurance; however, in this case, most 

studies focus solely on its impact on investment decision-making (Coram, Monroe & Woodliff 

2009; Hodge, Subramaniam & Stewart 2009; Pflugrath, Roebuck & Simnett 2011; Reimsbach, 

Hahn & Gurturk 2017; Shen, Wu & Chand 2017). 

Some studies have examined the effects both of CSR disclosure and assurance on such 

decisions; however, these are based on an economic approach that focuses on investors’ 

judgements and decisions (Chan & Milne 1999; Milne & Chan 1999; Brown-Liburd, Cohen & 

Zamora 2012; Brown-Liburd & Zamora 2015; Cheng, Green & Ko 2015; Zahller, Arnold & 

Roberts 2015; Reimsbach, Hahn & Gurturk 2017). Another study that examined the influence 

of CSR disclosure on managers’ decisions used students as proxies for managers, rather than 

devising a ‘real-life’ experiment (Schwan 1976; Cho et al. 2009; Hodge, Subramaniam & 

Stewart 2009; Van der Laan Smith et al. 2010; Elliott et al. 2013). Thus, to address the above 

limitations, the present study investigates the motivations, both for CSR disclosure and 

assurance, of real-life managers and accountants from a mix of economic and behavioural 

perspectives. 

6.3.1 Experimental Design 

Experimental design has been utilised in accounting. It can be classified into four types: post-

test only control group design, pre-test/post-test control group design, factorial design between 

subjects, and factorial design within subjects (Smith 2017). In this research, factorial design 
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between subjects was used to explore the effect of two independent variables—corporate 

culture and audience type—on two dependent variables: the level of corporate CSR disclosure, 

and that of CSR assurance. 

6.3.2 Experiment Variables 

This 2 x 2 experiment deals with two dependent variables and two independent variables. The 

two dependent variables adopted within this study are CSR disclosure and CSR assurance. The 

first is the level of CSR disclosure, which can be measured using many methods (see Chapter 

2). For example, a single measure was used to decide the level of disclosure by examining the 

percentage of CSR information in a firm’s annual report (Roberts 1992). Patten (1991) divided 

CSR information into different levels, giving participants a choice of a high or low level of 

CSR disclosure based on number of pages for CSR disclosure; a quarter-page or more of CSR 

information in annual report was classified as a high level of disclosure, while less than one-

tenth of a page of CSR information was classified as a low level of disclosure. Others preferred 

to use a Likert scale of 5-points, 7-points or even 11-points (Norman 2010). Cheng, Green and 

Ko (2015) used a 10-point scale that required participants to rate the importance of their study’s 

dependent variables—the environmental, social and governance indicators—to investment 

decision-making. An 11-point scale was used by Reimsbach, Hahn and Gurturk (2017). 

Participants were asked to indicate the relevance of an independent variable (i.e., sustainability 

information) to investment-related decisions. However, the present study employs a 9-point 

scale, where 1 represents a low level of CSR disclosure, 5 represents a moderate level and 9 

represents a high level. A high level indicates how important a subject matter is (Milne & Adler 

1999). Such scales have been extensively used in behavioural studies in the fields of 

psychology (Forsyth 1980), education (Paas 1992) and marketing (Singhapakdi et al. 1996), 

and are becoming more common in behaviour-based accounting research (Eutsler & Lang 

2015), of which the present study is an example. 
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The second dependent variable, CSR assurance, has been indicated in prior studies using two 

options: presence/some assurance v. absence/no assurance of CSR information (Coram, 

Monroe & Woodliff 2009; Pflugrath, Roebuck & Simnett 2011; Casey & Grenier 2015; Cheng, 

Green & Ko 2015; Brown-Liburd, Cohen & Zamora 2018), limited v. reasonable (Hodge, 

Subramaniam & Stewart 2009) or credible v. not credible (Shen, Wu & Chand 2017). Coram 

(2010) used an 11-point Likert scale for participants to indicate the credibility of CSR 

disclosure. 

To achieve consistency, a 9-point Likert scale was also used in the present study to indicate 

participants’ preferred levels of CSR disclosure and CSR assurance. Participants provided an 

assessment of the importance of CSR disclosure and CSR assurance using a scale from 1 (low 

disclosure/assurance) to 9 (high disclosure/assurance). The 9-point scale was selected for use 

in this study for three additional reasons. First, it allows for a neutral opinion (5). Second, it 

can provide a higher comparative variance than either a 5- or 7-point scale, in a study like this 

one, with a small number of participants. Third, it has been shown to produce more reliable 

results (Dawes 2008; Eutsler & Lang 2015). Finally, a Likert scale was chosen because it is 

considered suitable for use social science research (Hinkin 1998; Wu & Leung 2017). 

The second two independent variables were manipulated in the experiment—corporate culture, 

by creating two scenarios, one for an IFI and the other a CFI, and audience type, by including 

in the scenarios either shareholders or the general public. This is in keeping with the hypotheses 

(H1–H6, see Chapter 5), which predict that corporate culture and audience type will influence 

an individual’s motivation for CSR disclosure and assurance. 

All members of a particular group were randomly divided into four groups (see Table 6.1). 

Each participant had different scenarios. Participants in Group 1 were given a scenario that 

involved their being an employee of an IFI, with shareholders as the target audience. For Group 
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2, the scenario was based on an IFI, with the general public as the target audience. Group 3 

participants were allocated a scenario involving a CFI, with a target audience of shareholders, 

while those in Group 4 were given a scenario of a CFI, whose target audience was the general 

public. 

              Corporate Culture  

Audience Type 
IFI CFI 

Shareholders 

 

Group 1 

 

Group 3 

 

The General Public 

 

Group 2 
 

Group 4 

Figure 6.1. Experiment Design 

6.3.3 Participants 

Participants in the study were assigned to one of four groups. This was done randomly to 

enhance the internal validity of the results, which will allow the researcher to establish causal 

relationships between variables and help minimise the effect of exogenous variables (Neuman 

2014). 

To ensure a variety of perspectives were obtained, requests for participation were sent to a mix 

of 150 financial managers and accountants, from 50 financial institutions listed on the Kuwait 

Boursa (see Table 6.2). The final number of participants was 120, drawn from 47 financial 

institutions (see Appendix 1). This number falls within the range of participants used in the 

more recent experimental studies in this field, in which the number of participants was 91 for 

Johnson (2015), 90 for Martin and Moser (2016) and 112 for Chen, Jermias and Nazari (2016). 
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Table 6.1. Number of Research Participants 

 Bank Insurance Financial Service Total 

IFIs 19 5 26  50 

CFIs 17 11 47  75 

Total 36 16 68 120 

A request for voluntary participation by one manager and two accountants was made via email 

to the human resources managers of these financial institutions. Subsequently, in view of the 

pressure to conclude the survey before the end of the fiscal year, which in Kuwait coincides 

with the end of the calendar year, a letter was hand-delivered to any human resource manager 

who failed to reply promptly to this email. 

Financial managers and accountants were chosen to participate for several reasons. First, they 

have both a direct and indirect effect on corporate CSR (Huang & Watson, 2015). Second, they 

constitute an internal factor that influences corporate CSR disclosure (Adam, 2002). Third, 

they have superior knowledge of their institutions’ financial and non-financial information, 

which is important for the validity of the study (Chan & Milne 1999). Finally, it was hoped 

that by involving managers and accountants, the study would raise their awareness of the 

importance both of CSR disclosure and assurance. This would mean increased benefits not 

only for their institutions, but also for stakeholders (Ballou et al. 2012) and society (Tilt 2009; 

Abreu 2015). The ability of accountants to identify and measure risk, in conjunction with their 

financial reporting expertise, makes them the ideal candidates to take on the future challenge 

of promoting the strategic integration of disclosure and assurance in the planning and execution 

of their companies’ CSR initiatives (Bebbington et al. 1994; Lodhia 2003; Kuasirikun 2005). 
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6.3.4 Experimental Tasks 

The experiment, which spanned 20–30 minutes, was conducted in the participants’ workplaces 

under the researcher’s supervision to ensure that participants read the scenario and were able 

to clarify the information (see Appendix 4). It involved the participants completing two paper-

and-pencil tasks (Tasks 1 and 2). Before the experiment, participants were provided with an 

information sheet on how to complete the experiment tasks (see Appendix 2) and a letter of 

consent (see Appendix 3). Then, each group was given two envelopes—one with the 

appropriate number of copies of Task 1, the other with the same number of copies of Task 2. 

6.3.4.1 Task 1 

This task was a three-part survey, consisting of a mixture of closed and open questions (see 

Appendix 5). The first part was related to CSR disclosure. The second was concerned with 

CSR assurance, while the last comprised a series of questions on participants’ demographics. 

The first section comprised four questions. The first asked the participants to choose, based on 

their understanding of their particular scenario, the level of CSR information that they would 

opt to disclose. They had to indicate this choice by selecting a number between 1 (a low level 

of CSR disclosure) and 9 (a high level of CSR disclosure). Question 2 required participants of 

all groups to rank CSR information into four categories. So, participants were asked to rank 

the four themes of CSR information from 1–4 in terms of importance, where a ranking of (1) 

indicated the most important, and (4) the least important. These four categories were based on 

previous CSR disclosure studies by, among others, Gray and Bebbington (2001), Hackston and 

Milne (1996), Gray, Kouhy and Lavers (1995), Vuontisjarvi (2006) and Branco and Rodrigues 

(2008): 
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1) Human resources (employees); this includes social information such things as 

employee training courses and employee development programs, that directly affect the 

well-being of employees. 

2) Products/services (customers); this information concerns the promotion of quality 

products/services, innovation, satisfying customers’ needs, and special awards for 

providing top quality products/services. 

3) Community activities; this includes included information about corporate engagement 

in social activities, such as sponsoring public health, and education and social projects, 

and making donations. 

4) Environmental contributions; this includes information about the ways in which the 

company contributes to the environment such by activities such as conserving natural 

resources (e.g. recycling) and energy, and, managing waste. 

Question 3 asked participants to allocate to each of the four categories of CSR information 

(outlined in Question 2) the percentage of disclosure they would prefer to make in that category. 

This step was added, so that the percentages could be used to confirm the accuracy of the 

ratings given in Question 2, and so participants could refer to the percentages when they were 

asked, in Question 4, to justify their allocations in the previous question. 

In the second section, participants had to respond to another four questions, this time 

concerning the level of CSR assurance and type of assurer. The first question required 

participants to indicate their preferred level of assurance by selecting a number between 1 (a 

low level of CSR assurance) and 9 (a high level of CSR assurance). The second asked 

participants to explain their choices in the previous question. To answer the third, they had to 

select one of four types of CSR assurance provider, drawn from the literature review in Chapter 

2 (internal assurer, external accounting firm, external specialist or a mix of internal and external 
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assurers). The last question requested justification of their choice in the previous question. The 

final section was designed to collect participants’ demographic information, including gender, 

age, nationality, degree, major study, university studied at, foreign experience, institutions 

work for, sectors work in, job title and all work experience. 

6.3.4.2 Task 2 

The second task consisted of two questions (see Appendix 6). These have been referred to as 

‘manipulation check questions’. That is, questions whose purpose is to identify which of the 

participants have fully understood what was required of them in the experiment. They did this 

by having the participants identify the variables (i.e., institution type and target audience) 

related to the scenario that was allocated to them prior to beginning Task 1. The data of any 

participants who failed to recognise the correct variables was subsequently excluded from 

analysis; 120 participants’ data were included for this experiment. Eight potential participants 

were excluded, as they did not answer one of the two manipulation check questions correctly 

(three from Group 1, two from Group 2 and three from Group 3). 

6.4 Other Issues Regarding the Experiment 

6.4.1 Challenges 

There were a number of issues that had to be considered before the data collection phase of the 

study. These, as well as any steps taken to address them, are outlined in Sections 6.4.1.1–

6.4.1.3. 

6.4.1.1 The sample 

The first decision concerning which and how many participants to include in the sample was 

pivotal to the success of the study. While it had been decided to invite financial managers and 

accountants to participate, determining the optimal number of participants overall was a more 
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difficult task. This issue was addressed using two techniques. First, some participants were 

chosen within the range used in previous experimental studies in the same field (Van der Laan 

Smith et al. 2010; Johnson 2015; Chen, Jermias & Nazari 2016). Second, a statistical approach 

(the central limit theorem) was followed. This suggested that 30 participants per group would 

suffice to attain a normal distribution (Neuman 2014). This approach was used by Chen, 

Jermias and Nazari (2016) in their experiment to examine the effects of CSR reporting 

frameworks and financial conditions on managers willingness to invest in CSR. 

6.4.1.2 Language 

A decision had to be made concerning the language in which the survey would be conducted. 

As English is widely spoken in Kuwait and, more importantly, is the language of business, it 

was expected that providing the participants with tasks and instructions in English would not 

cause any issues with data collection. All experiment materials were also available in Arabic 

just in case. 

6.4.1.3 Timeframe 

Another challenge was that posed by the time frame for data collection. Due to the paperwork 

involved in securing a grant and making travel arrangements, the data collection phase 

coincided with the busiest time of the financial year for prospective participants—the end of 

the fiscal year in December 2017. Therefore, data collection did not begin until the end of 

January 2018. 

6.4.2 The Prediction 

The research investigated the motivations of financial managers and accountants of Islamic 

and CFIs, in making CSR disclosure, by asking for their opinion on what they considered an 

ideal level of disclosure, in four main areas: human resources, products and services, 
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community and the environment, based on a particular scenario. In addition, they were asked 

to indicate what they considered the ideal level of CSR assurance. 

First, hypotheses H1, H2 and H3 (developed in Chapter 5 based on CSR disclosures within the 

Islamic literature) predicted that participants from the IFI perspective (Groups 1 and 2) would 

select a higher level of CSR disclosure in both scenarios (shareholders and the general public), 

while their counterparts from the CFI perspective (Groups 3 and 4) were expected to be more 

concerned with providing such disclosure to shareholders only (see Figure 6.2). 

Second, H8 also anticipated that those in IFI groups would assign equal importance to all four 

CSR categories (human resources, products/ services, community activities and environmental 

contributions), while those in CFI groups were expected to assign the greatest importance to 

human resources and products/services. As outlined as in Chapter 2, IFIs are moral entities 

following Sharia law and overseen by SSBs. As a result, the firm’s accountability to several 

stakeholders including employees, customers, the community and environmental issues was 

addressed. However, CFIs would be more willing to focus on profit and maximising 

shareholder wealth. Therefore, they are expected to be more focused on employees and 

customers. 

Shareholder 

The General Public 

 

   

Level of CSR 

Disclosure/Assurance 

 

 

 

IFIs                                                     CFIs 

Figure 6.2. Experiment Prediction for CSR Disclosure/Assurance 
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In terms of  CSR assurance, H3, H4 and H5 predicted that financial managers and accountants 

from the IFIs would provide a high level of CSR assurance in both scenarios (shareholders and 

the general public). Conversely, those from CFIs were expected to provide a high level of 

assurance only when their disclosure was directed at shareholders, as CFIs are more concerned 

with shareholder power (see Figure 6.1). Moreover, it was also anticipated that external 

assurors would be preferred by those from CFIs, while those from IFIs were expected to prefer 

internal assurors (see Chapter 5). 

From a theoretical perspective, the two selected independent variables (corporate culture and 

audience type) might be expected to make differences to the participants’ perceptions and 

expectations for action in relation to CSR disclosure and assurance. For example, from a 

legitimacy theory and stakeholder theory perspective participants assigned to the IFI scenario 

(Group 1 and 2) are expected to select a higher level of CSR disclosure (assurance) in both 

cases (shareholders and the general public) because of Islamic values and accountability of 

IFIs, while their counterparts from the CFI perspective (Group 3 and 4) were expected to be 

more concerned about providing such disclosure (assurance) to the shareholders only since 

these CFIs are focusing in maximizing shareholders wealth. However, if participants in each 

of the four-experimental groups have similar perceptions of CSR disclosure (and assurance) 

institutional theory provides an explanation why both institutions may have similar approaches 

regarding CSR disclosure (and assurance). This revealed that both type of financial institutions 

faces institutional pressure (coercive, normative and mimetic) from the environment in which 

they belong and operate.  Therefore, systems-oriented theories would be appropriate to explain 

the CSR phenomena in this context. 
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6.4.3 Pilot testing (reliability and validity) 

A pilot test was undertaken to ensure the validity of the results. This involved engaging six 

professional, academic staff to check the experimental design of the survey. These included 

three staff members from the from University of Tasmania, and three from the Public Authority 

for Applied Education and Training in Kuwait. The feedback given allowed for improvements 

in the experimental instrument. 

An experiment is said to be reliable only if the same results are obtained when the experiment 

is replicated, and valid when the results answer the research question—that is, when it 

accurately measures the phenomenon it was designed to measure (Bryman & Bell 2007). 

According to Neuman (2014), there are two sorts of experimental validity: (1) internal validity, 

which occurs when the independent variable is found to have a significant influence on the 

dependent variable; and (2) external validity, which is determined by the effectiveness of 

generalising the experimental findings. Several approaches were taken to improve internal and 

external validity in this experiment. For example, to improve internal validity, participants were 

selected from the real world and identified as those with knowledge about their institutions’ 

annual reports. To ensure external validity, randomisation of participants was used. 

6.4.4 Ethical Issues 

The research was conducted in Kuwait, a country that, to date, has no ethical approval 

processes. Therefore, Australia’s National Statement on Ethical Conduct in Human Research 

(2007), which was updated in May 2015, was used as a guideline for conducting the research 

ethically. A full application, with all experimental documents, was submitted to the Human 

Research Ethics Committee of the University of Tasmania for approval. On 15 September 

2017, the approval letter (Ethics Ref: H0016634) was received by the researcher. 
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According to the Australian government’s travel advisory website (smarttraveller.gov.au), the 

level of risk to those travelling to Kuwait was classified as high. However, because the 

researcher is a Kuwaiti citizen who not only has considerable experience working in the 

financial sector in Kuwait and is knowledgeable about local cultural practices and business 

protocols, it was expected that the level of risk to the researcher would be low. 

6.5 Qualitative Analysis 

To complement the quantitative analysis, open-ended qualitative questions were also posed to 

shed light on the reasons for the differences and similarities in the statistical results for the 

experimental groups (survey, Part 1, Q4, Part 2 Q2 and 4). These questions were analysed using 

a content analysis technique, which is the most common method adopted in the CSR literature 

to examine an organisation’s CSR practices (Milne & Adler 1999; Guthrie & Abeysekera 2006; 

Vourvachis & Woodward 2015; Aureli 2017). Initially, this approach may be either qualitative 

or quantitative. The latter is used for text data, which are coded according to discrete categories, 

and then described using statistics. The former analyses content language by focusing on its 

contextual meaning. In this study, these questions were analysed by focusing on contextual 

language. 

Since the present study aims to explain the differences and similarities among the experimental 

groups in terms of their motivations for CSR disclosure and assurance, part of the analysis will 

involve summative content analysis to enrich the story. This approach has been employed in 

studies related to CSR disclosure (Hinson, Boateng & Madichie 2010; Sulemena 2017). 

The first open-ended question, Q4 in Part 1, asked participants to justify the percentages they 

had assigned to each of the four categories of CSR information in the previous question (Q3, 

Part 1). Participants had to write their own answers in one or two sentences in front of each of 

the four CSR categories (human resources, products/services, community activities and 
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environmental contributions). To analyse participants’ responses, six reasons/motivations for 

disclosing CSR information was designated earlier: (1) transparency and communication; (2) 

good corporate citizen; (3) long-term financial; (4) stakeholder influence; (5) competitive 

advantage; and (6) image/reputation. These reasons were constructed from the literature 

relating to motivations for CSR disclosure (Solomon & Lewis 2002; Kolk 2004; Haniffa & 

Cooke 2005; Idowu & Papasolomou 2007; Reynolds & Yuthas 2007; Reverte 2009; Ramdhony 

& Oogarah-Hanuman 2012; Thorne, Mahoney & Manetti 2014; Bhimani, Silvola & Sivabalan 

2016; Dobbs & van Staden 2016; Kuo et al. 2016). Then, participants’ answers to the open-

ended question were subjected to summative content analysis: keywords or textual meanings 

were identified and classified, according to the previous six motivations for each of the four 

types of information, a classification system that has been elaborated upon in the literature. 

A similar approach was followed with the other two open-ended questions in relation to CSR 

assurance (Q2 and 4, Part 2). In Q2, which asked participants to ‘explain your reasons for 

choosing the particular level of CSR assurance’, the aim was to identify participants’ 

reasons/motivations for the particular levels of CSR assurance they had nominated in the 

previous question. Again, the reasons/motivations were classified according to six major 

categories: (1) credibility and transparency; (2) costs and benefits; (3) management tool; (4) 

stakeholder pressures; (5) legitimacy; and (6) reputation. These categories were found in CSR 

assurance literature (see Chapter 2) (Gray 2000; Belal 2002; Dando & Swift 2003; Adams & 

Evans 2004; Ackers 2009; Hodge, Subramaniam & Stewart 2009; Jones & Solomon 2010; 

O’Dwyer, Owen & Unerman 2011; Manetti & Toccafondi 2012; Farooq & de Villiers 2019). 
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In the second open-ended question (4), participants were asked to ‘justify your preference 

indicated CSR assuror, in term of the costs and benefits’. Here, participants were required to 

write one or two answers regarding why they preferred a specific type of assurer among the 

four to conduct CSR assurance based on the cost–benefit approach. 

The reliability and validity of the qualitative content analysis results are important quality 

criteria (Mayring 2014). According to Milne and Adler (1999), reliability means that the same 

results would be obtained if the study were replicated by others because the instruments used 

are reliable. Validity means that results truthfully reflect the phenomenon/phenomena under 

investigation. In the present study, the reliability of the coding agenda was enhanced by having 

two coders perform the data analysis, thereby negating the influence of researcher bias. The 

two coders discussed and resolved any differences. Further, by having the two coders perform 

the analysis independently of each other, and then reach consensus by discussion and debate, 

the trustworthiness and stability of the coding agenda were increased, thereby enhancing the 

validity of the content analysis results. 

6.6 Experimental Limitations 

Although an experiment is an appropriate way to test causal relationships between variables, 

this approach does have some limitations. First, it is often ‘artificial’ in that it deliberately 

simplifies the ‘real world’ by excluding certain variables that might influence a study’s results 

(Neuman 2014). This shortcoming was recognised by Milne and Chan (1999, p. 445), who 

declared that ‘the level of confidence that can be placed in the experimental results often 

depends on how well the experimental conditions model reality’. Such a perspective assumes 

that ‘artificial’ is negative. However, Webster Jr and Sell (2007) (cited in Neuman 2014) 

argued that an experiment’s artificiality is one of its strongest features because it allows 

researchers to observe the interaction of targeted variables in a controlled situation. 
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Second, the common practice of using students as proxies for investors or corporate managers, 

rather than subjects from the ‘real world’, could also impair the findings, as the knowledge and 

skills of real participants are critical for improving the reliability of an experiment’s results. 

This was supported by Libby, Bloomfield and Nelson (2002), who claimed that the choice of 

participants should be driven by the aims of the experiment. To minimise limitations, this study 

enlisted financial managers and accountants who are involved in the disclosure in the annual 

reports of their institutions. 

6.7 Summary 

This chapter discussed the four aspects of the research methodology used in this study: the 

philosophy, strategies, approach and design. The study was based on a positivist philosophy, 

in that it examines the reality of existing phenomena and uses a combination of quantitative 

and qualitative strategies. The approach used was deductive since the hypotheses were 

developed from existing theories. Finally, the design used to examine the hypotheses was 

experimental, involving the collection of data from participants. The chapter then discussed 

other matters related to the research instrument: challenges, pre-experiment predictions, pilot 

testing and ethical issues. It concluded with a discussion of the qualitative content analysis 

technique employed in this research as an additional approach for examining some of the 

research hypotheses in greater depth. Chapter 7 presents the findings.  
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Chapter 7: Results 

7.1 Introduction 

In this chapter, the research data and statistical analysis to test the research hypotheses are 

discussed, adopting both quantitative and qualitative approaches. Initially, the results of the 

experiment’s demographic survey and of the two manipulation check questions are given. In 

addition, the two research assumptions are discussed at the end of this chapter. 

7.2 Demographic Results 

The demographic data of all 120 participants, divided into four experimental groups, is 

presented in Table 7.1. Most participants were male (91.7%) and the average age was 25–45 

years (80% of the sample). In addition, most participants were non-Kuwaitis (approximately 

90%). Consistent with this, almost 90 per cent obtained their degrees outside Kuwait (86.7%). 

More than 75 per cent of participants held bachelor’s degrees, and for 80 per cent, their major 

degree was in accounting. Sixty per cent of participants are employed in CFIs, with the 

remainder working in IFIs. While all participants have experience in the financial sector—

banking (31.5%), insurance (12.5%) or financial services companies (63.5%)—over half of 

these have fewer than 10 years’ experience. Also, almost 50 per cent of all participants are in 

managerial positions. 
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Table 7.1. Descriptive Analysis of Demographic Data (by number and percentage) 

Characteristics Group 1 (30) Group 2 (30) Group 3 (30) Group 4 (30) All Groups (120) 

1. Gender 
Male 28 (93.3%) 27 (90%) 29 (96.7%) 26 (86.7%) 110 (91.7%) 

Female 2 (6.7%) 3 (10%) 1 (3.3%) 4 (13.3%) 10 (8.3%) 

2. Age 

25–35 10 (33.3%) 9 (30%) 9 (30%) 7 (23.3%) 35 (29.20%) 

36–45 12 (40%) 16 (53.3) 16 (53.3%) 17 (56.7%) 61 (50.80%) 

46–55 8 (26.7%) 3 (10%) 4 (13.3%) 3 (10%) 18 (15%) 

55+ years 0 (0%) 2 (6.7%) 1 (3.3%) 3 (10%) 6 (5%) 

3. Nationality 
Kuwaiti 3 (10%) 4% (13.3) 1 (3.3%) 5 (16.7%) 13 (10.8%) 

Non-Kuwaiti 27 (90%) 26% (86.7) 29 (96.7%) 25 (83.3%) 107 (89.2%) 

4. Academic 

degree 

Bachelor 27 (90%) 21 (70%) 20 (66.7%) 23 (76.7%) 91 (75.8%) 

Master 3 (10%) 8 (26.7%) 10 (33.3%) 6 (20%) 27 (22.5%) 

PhD 0 (0%) 1 (3.3%) 0 (0%) 1 (3.3%) 2 (1.7%) 

5. Major 

Accounting 25 (83.3) 24 (80%) 25 (83.3%) 22 (73.3%) 96 (80%) 

Finance 3 (10%) 5 (16.7%) 1 (3.3%) 6 (20%) 15 (12.5%) 

Management 2 (6.7%) 1 (3.3%) 4 (13.3%) 2 (6.7%) 9 (7.5%) 

6. Graduated 

from 

Inside Kuwait 3 (10%) 5 (16.7%) 1 (3.3%) 7 (23.3%) 16 (13.3%) 

Outside Kuwait 27 (90%) 25 (83.3%) 29 (96.7%) 23 (76.7%) 104 (86.7%) 

7. Foreign 

experience 

Yes 16 (53.3%) 10 (33.3%) 9 (30%) 8 (26.7%) 41 (3H5.2%) 

No 14 (46.7%) 20 (66.7%) 21 (70%) 22 (73.3%) 79 (65.8%) 

8. Type of 

institution in 

Islamic 14 (46.7%) 13 (43.3%) 7 (23.3%) 8 (26.7%) 42 (35%) 

Conventional 16 (53.3%) 17 (56.7%) 23 (76.7%) 22 (73.3%) 78 (65%) 

9. Type of 

sector 

Banking 8 (26.7%) 12 (40%) 5 (16.7%) 9 (30%) 34 (28.30%) 

Insurance 3 (10%) 5 (16.7%) 8 (26.7%) 3 (10%) 19 (15.8%) 

Financial services 19 (63.3%) 13 (43.3%) 17 (56.7) 18 (60%) 67 (55.80%) 

10. Job title 

Junior 3 (10%) 4 (13.3%) 2 (6.7%) 2 (6.7%) 11 (9.2%) 

Senior 10 (33.3) 11 (36.7%) 13 (43.3%) 11 (36.7%) 45 (37.5%) 

Manager 17 (56.7%) 13 (43.3%) 13 (43.3%) 16 (53.3%) 59 (49.2%) 

CFO 0 (0%) 2 (3.6%) 2 (6.7%) 1 (3.3%) 5 (4.2%) 

11. Work 

experience 

1–5 8 (26.7%) 12 (40%) 3 (10%) 3 (10%) 26 (21.7%) 

6–10 10 (33.3%) 8 (26.7%) 12 (40%) 8 (26.7) 38 (31.7%) 

11–15 8 (26.7%) 4 (13.3%) 8 (26.7%) 10 (33.3%) 30 (25%) 

16–20 2 (6.7%) 2 (6.7%) 2 (6.7%) 3 (10%) 9 (7.5%) 

20+ years 2 (6.7%) 4 (13.3%) 5 (16.7%) 6 (20%) 17 (14.2%) 
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Further, a Kruskal–Wallis test was conducted to identify any differences between the four 

experimental groups (see Table 7.2.). No significant differences were found in relation to 

personal characteristics (p values > 0.1), except for work experience, which is difficult to 

control for. In univariate analysis, work experience has a significant influence. However, in 

multivariable analysis, it has no influence on the dependent variables (CSR disclosure and 

assurance); this is due to the sharing effects from other control variables. 

Table 7.2. Demographic Data—Kruskal–Wallis and Mann–Whitney U Tests 

Variable Chi-Square Significance 

Gender 2.164 0.539 

Age 0.517 0.915 

Nationality 2.994 0.393 

Academic degree 5.128 0.163 

Major 0.936 0.817 

Graduated from 5.721 0.126 

Foreign experience  3.049 0.384 

Type of institution in 12.947 0.234 

Type of sector  3.066 0.382 

Job title  0.275 0.965 

Work experience  8.670 0.034* 

 

7.3 Manipulation Checks 

Two manipulation check questions were used in this experiment. The first asked participants 

to recall the type of financial institution (Islamic or conventional) they were assigned in their 

scenario. Question 2 asked them to recall which audience (shareholders or the general public) 

they were allocated as the target of their institution’s CSR disclosure and assurance. 

These questions were designed to assess whether participants could correctly identify the 

variables relating to the scenario that were given in Task 1. In other words, they gauged 

participants’ understanding of the experiment. The first question was answered correctly by all 
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but one participant, while for the second question, all but eight responded correctly. Finally, 

120 participants who answered both questions correctly were permitted to remain in the study. 

7.4 Quantitative Approach 

This section includes the results of the statistical analysis, which are divided into two 

subsections: descriptive and inferential statistics. The former is used to describe basic patterns 

in the data, so it provides an overall view of the data to help organise, summarise and describe 

its features. Inferential statistics are mainly used to test whether the previous descriptive results 

are likely to be due to random factors or to a real relationship to test research hypotheses. 

Therefore, it helps to examine the relationship between an intervention and the outcome to 

draw conclusions about a population based on data observed in a sample. 

7.4.1 Descriptive Statistics 

First, we considered the dependent variable, the level of CSR disclosure, frequency data results 

(see Table 7.3). It can be observed that choice of level of disclosure began at level 4. This 

means that participants indicated none of the first three levels (extremely low, very low, or 

moderately low) as their preferred level. The levels selected varied from 4 (slightly low) to 9 

(extremely high), with approximately one-third (29%) of participants preferring a moderate 

level (7) of CSR disclosure. 
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Table 7.3. Level of CSR Disclosure of Experiment Groups 

                               Group 

CSR Disclosure 
G1 G2 G3 G4 Total 

Slightly low level (4) 4 13% 0 0% 3 10% 0 0% 7 6% 

Medium level (5) 7 23% 5 17% 9 30% 3 10% 24 20% 

Slightly high level (6) 3 10% 6 20% 2 7% 5 17% 16 13% 

Moderately high (7) 6 20% 12 40% 9 30% 8 27% 35 29% 

Very high level (8) 6 20% 4 13% 4 13% 6 20% 20 17% 

Extremely high level (9) 4 13% 3 10% 3 10% 8 27% 18 15% 

Total 30 100% 30 100% 30 100% 30 100% 120 100% 

 

It can be observed that Groups 1 and 3 have a broader range of preferred levels of CSR 

disclosure (slightly low to extremely high) than Groups 2 and 4, whose preferences range only 

from medium to extremely high. 

In terms of the other dependent variable, CSR assurance, the trend is similar, with participants’ 

preferences beginning, again, at level 4 (see Table 7.4). However, in this case, medium level 

(5) was preferred by most participants (25%), compared to disclosure, for which most 

preferences (29%) were allocated a moderate level (7). Initially, the descriptive data revealed 

that both corporate culture and target audience are significant factors influencing the choices 

made by financial managers and accountants, concerning the different levels of CSR disclosure 

and assurance. 

Table 7.4. Level of CSR Assurance of Experiment Groups 

                                Group 

CSR Assurance  
G1 G2 G3 G4 Total 

Slightly low level (4) 5 17% 1 3% 3 10% 1 3% 10 8% 

Medium level (5) 8 27% 6 20% 9 30% 7 23% 30 25% 

Slightly high level (6) 4 13% 6 20% 4 13% 6 20% 20 17% 

Moderately high (7) 4 13% 7 23% 6 20% 5 17% 22 18% 

Very high level (8) 5 17% 5 17% 6 20% 6 20% 22 18% 

Extremely high level (9) 4 13% 5 17% 2 7% 5 17% 16 13% 

Total  30 100% 30 100% 30 100% 30 100% 120 100% 
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In another descriptive statistic, Table 7.5 reports the means, standard deviations and cell sizes 

for the two manipulations of corporate culture and type of audience used in the experiment. A 

closer observation of the main effects reveals which variables have an effect on the level of 

CSR disclosure chosen by managers and accountants. When the mean level (6.65) of CSR 

disclosure for participants who were given the IFI scenario is compared with that (6.87) for 

participants with the CFI scenario, the difference (0.22) is not significant. However, when the 

same comparison is made of participants who received the shareholder scenario and those who 

received the general public scenario, there is a significant difference (0.65) in the mean levels 

of CSR disclosure (shareholders, 6.435 v. the general public, 7.085). This suggests that while 

audience type influences financial managers’ and accountants’ choice of CSR disclosure level, 

corporate culture does not. 

Table 7.5. Descriptive Statistics: Means and (Standard Deviations) for CSR Disclosure 

            Corporate Culture 

 

Audience Type 

IFI CFI 
Marginal 

Means 

Main 

Effect 

Shareholders 

G1 

6.5 (1.676) 

N = 30 

G3 

6.37 (1.542) 

N = 30 

 

6.435 (1.609) 

N = 60 

 

 

0.65 

The General Public 

G2 

6.8 (1.186) 

N = 30 

G4 

7.37 (1.326) 

N = 30 

 

7.085 (1.256) 

N = 60 

Marginal means 

6.65 

(1.431) 

N = 60 

6.87 

(1.434) 

N = 60 

 

Main effect 0.22 

When a similar approach is applied to CSR assurance, Table 7.6 indicates that corporate culture 

has no effect on participants’ choice of CSR assurance level (difference in means = 0). 

However, the type of audience did have an effect, with a difference of 0.50 (shareholders, 

6.285, and the general public, 6.785). 
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Overall, it may be said that while type of audience influences the motivation of financial 

managers and accountants both for CSR disclosure and assurance, corporate culture has no 

influence at all. 

Table 7.6. Descriptive Statistics: Means and (Standard Deviations) for CSR Assurance 

           Corporate Culture 

 

Audience Type 

IFI CFI 
Marginal 

Means 

Main 

Effect 

Shareholders 

G1 

6.27 (1.721) 

N = 30 

G3 

6.30 (1.512) 

N = 30 

 

6.285 (1.6165) 

N = 60 

 

 

0.50 

The General Public 

G2 

6.8 (1.472) 

N = 30 

G4 

6.77 (1.524) 

N = 30 

6.785 (1.498) 

N = 60 

Marginal means 

6.535 

(1.5965) 

N = 60 

6.535 

(1.518) 

N = 60 

 

Main effect 0.00 

 

7.4.2 Inferential Statistics 

As mention previously, to add robustness to the descriptive results, an inferential statistical 

analysis was conducted by applying the Kruskal–Wallis and Mann–Whitney (U) tests. These 

are non-parametric tests used to test research hypotheses by examining the differences among 

the four experimental groups. 

The use of these tests is permissible because three major assumptions are met by the 

experiment: (1) the dependent variable, which is the level of CSR disclosure, is measured at 

the ordinal level, that is, on a 9-point Likert scale from (1) a low level of disclosure to (9), a 

high level; (2) the independent variable has two categories: type of institution (Islamic or 

conventional) and target audience (shareholders or general public); and (3) there was 
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independence of observations, in that each group consisted of different participants, and each 

participant belonged to only one group (statistics.laerd.com). 

Initially, we intended to use the parametric test, ANOVA; however, the data failed to meet the 

two important assumptions for the application of such a test: normality and homogeneity of 

data. Section 7.4.2.1 discusses this issue in more detail. 

7.4.2.1 Assumption of normality 

A Statistical Package for Social Sciences (SPSS) program (version 24) was used to test the 

research hypotheses. First, a normality test was conducted to examine whether the distributions 

of the two dependent variables (level of CSR disclosure and level of CSR assurance) were 

normal. This was completed to decide what type of test to use for data analysis. A normal 

distribution dictates the use of a parametric test; otherwise, a non-parametric test should be 

used. It was anticipated that the data would not be normally distributed because the research 

required participants to record their preferences on a 9-point Likert scale, which rarely results 

in a normal distribution. 

First, the data was subjected to a descriptive test, the results of which were presented in graphic 

forms for each group (histograms, boxplots and normal probability plots). However, when 

these were examined, they were difficult to interpret. This may have been due to insufficient 

data. Therefore, a more powerful statistical test of normality, the Kolmogorov–Smirnov and 

Shapiro–Wilk test, was applied. The results in Table 7.7 confirmed our expectation, indicating 

that the data concerning the level of CSR disclosure and CSR assurance were not normally 

distributed (P < 0.05). 
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 Such a finding indicated that a non-parametric test, the Kruskal–Wallis test, should be used, 

rather than the ANOVA test. 

Table 7.7. Normality Tests for the Four Experimental Groups 

Groups 
Kolmogorov–Smirnova Shapiro–Wilk 

Statistic Df p. Statistic df p. 

Level CSR 

disclosure 

G1 0.181 30 0.013 0.909 30 0.014 

G2 0.200 30 0.003 0.907 30 0.013 

G3 0.212 30 0.001 0.908 30 0.013 

G4 0.158 30 0.055 0.895 30 0.006 

Level CSR 

assurance 

G1 0.164 30 0.038 0.943 30 0.111 

G2 0.140 30 0.138 0.925 30 0.036 

G3 0.175 30 0.020 0.935 30 0.065 

G4 0.159 30 0.051 0.912 30 0.016 

 

7.4.2.2 Assumption of homogeneity variance 

A more robust test to examine the homogeneity of data is the Levene’s test. This test was 

applied to determine whether the variances among the four experimental groups were roughly 

equal. Table 7.8 shows that the Levene’s test is significant; F (3.116) = 3.36, P = 0.021 at the 

0.05 of alpha level. Thus, the assumption of homogeneity of variance was not met, which meant 

that the variances of the four experimental groups were not equal. 

Table 7.8. Test of Homogeneity of Variance 

Level of CSR Disclosure 

Levene statistic df1 df2 Sig. 

3.360 3 116 0.021 
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A similar approach was taken to check if the assumption that the variances of the four groups 

on the CSR assurance were equal or not. However, Table 7.9 shows that the Levene’s test was 

not significant: F = (3.116) = 0.713, p = 0.546 at the 0.05 alpha level. Thus, the assumption of 

homogeneity variance was met this time. 

Table 7.9. Test of Homogeneity of Variance 

Level of CSR Assurance 

Levene statistic df1 df2 Sig. 

0.713 3 116 0.546 

 

Since the two assumptions of ANOVA test, normal distribution of the dependent variable and 

homogeneity of variance were violated in some cases, the Kruskal–Wallis test, a non-

parametric alternative to the one-way ANOVA test, was used to examine the research 

hypotheses. 

7.5 Tests of Hypotheses Using A Statistical Approach 

H1 examines whether corporate culture (Islamic or conventional) and type of audience 

(shareholders or the general public) influence financial managers’ and accountants’ 

motivations for CSR disclosure. H2 examines whether these same variables also influence their 

perceptions for CSR assurance. 

Participants were asked to nominate the level of CSR disclosure and CSR assurance they would 

prefer to provide for their allotted institution on a 9-point Likert scale, where 1 indicated an 

extremely low level of CSR disclosure/assurance and 9 an extremely high level. To investigate 

whether the levels chosen by the four experimental groups were significantly different, a 

Kruskal–Wallis (K-W) test was used. 
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Table 7.10 reveals that there was no statistically significant difference among the four groups 

in terms of their preferred level of CSR disclosure (F (3) = 7.4, p = 0.06), as the mean rank 

score was 55.40 for G1, 60.63 for G2, 51.87 for G3 and 74.10 for G4, at the 0.05 level of 

confidence. However, they do show that the difference was statistically significant at the 0.1 

level of confidence (p = 0.012 < 0.10). 

For CSR assurance, there was no significant disagreement among the four groups at both levels 

of confidence (F (3) = 3.128, p = 0.372), as the mean rank score was 54.57 for G1, 66.40 for 

G2, 55.43 for G3 and 65.60 for G4. This means that the only variance that occurred among the 

four groups was in relation to their choice of CSR disclosure level. Therefore, H1 can be 

rejected; however, H2 can be accepted. 

Table 7.10. Kruskal–Wallies Test to Compare Responses of Experimental Groups 

Dependent 

Variable 

Groups N Mean 

Rank 

Chi-

Square 

P. Value At. 

0.05 

P. Value 

At 10 

CSR Disclosure 

G1 30 55.40 

7.400 0.06 0.012* 
G2 30 60.63 

G3 30 51.87 

G4 30 74.10 

CSR Assurance 

G1 30 54.57 

3.128 0.372 0.384 
G2 30 66.40 

G3 30 55.43 

G4 30 65.60 

* Significant at alpha level 10%. 

The next step involved examining H3 and H4 using the Mann–Whitney test. The aim was to 

determine whether the type of corporate culture assigned to the participants (Islamic or 

conventional) resulted in their making different choices in terms of their preferred level of CSR 

disclosure and CSR assurance. 
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Table 7.11 shows that corporate culture did not have any effect on the level of either CSR 

disclosure (P = 0.424 > 0.05) or CSR assurance (P = 0.996 > 0.05). Consequently, H3 and H4 

can be accepted. In other words, it can be expected that there will be no differences between 

IFIs and CFIs in terms in their levels of CSR disclosure and CSR assurance. 

Table 7.11. Mann–Whitney Test for Corporate Culture 

Dependent Variable Type of Institution N Mann–Whitney (U) Asymp. Sig. (2-tailed) 

CSR Disclosure 
Islamic 60 

1651.000 0.424 
Conventional  60 

CSR Assurance 
Islamic  60 

1799.000 0.996 
Conventional  60 

A similar approach was used to examine H5 and H6. Here, the aim was to determine whether 

the type of audience assigned to the participants (shareholders or the general public) resulted 

in their making different choices in terms of their preferred level of CSR disclosure and CSR 

assurance. 

Unlike the earlier results for CSR disclosure, Table 7.12 shows that the type of audience 

assigned to the participants did significantly affect their choice of level of CSR disclosure 

(P = 0.027 < 0.05) and CSR assurance at the 0.1 level of confidence (P = 0.078 < 0.1). 

Therefore, both H5 and H6 can be rejected. 

Table 7.12. Mann–Whitney test for Type of Target Audience 

Dependent Variable Type of Audience N Mann–Whitney (U) Asymp. Sig. (2-tailed) 

CSR Disclosure 
Shareholders 60 

1388.000 0.027 
The general public 60 

CSR Assurance 
Shareholders 60 

1470.000 0.078* 
The general public 60 

* Significant at alpha level 10%. 
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The above inferential statistics clearly confirm the findings of the descriptive statistics 

analyses—that corporate culture alone has no influence on financial managers’ and 

accountants’ perceptions for CSR disclosure and assurance. However, type of audience had an 

influence on both. 

To gain a deeper understanding of participants’ perceptions on practising CSR, H7, H8 and 

H9 were inspected. First, H7 investigated whether the demographics of the participants 

influenced them to make different choices in terms their preferred levels of CSR disclosure and 

CSR assurance. Table 7.13 reveals that only two of the 11 variables (employment sector and 

whether they held a national or an international degree) influenced participants’ choices of CSR 

disclosure level. Further, a correlation was identified between the field in which participants 

achieved their main degree and their choice of CSR assurance level. Therefore, H7 can be 

rejected. 

Table 7.13. CSR Disclosure and Assurance Demographical Results 

1. Gender 
CSR Disclosure CSR Assurance 

N Q1 Q2 Q3 P value Q1 Q2 Q3 P value 

Male 110 5 7 8 
0.141 

5 7 8 
0.662 

Female 10 6 8 8.25 5 6 8 

 

2. Age 
CSR Disclosure CSR Assurance 

N Q1 Q2 Q3 P value Q1 Q2 Q3 P value 

25–35 35 5.25 7 8 

0.618 

5 6 7.75 

0.167 
36–45 61 6 7 8 5 7 8 

46–55 18 5 6 9 5 6 8 

55+ 6 6 7.5 8.25 5.75 7.5 8.25 

 

3.Nationality 
CSR Disclosure CSR Assurance 

N Q1 Q2 Q3 P value Q1 Q2 Q3 P value 

Kuwaiti 13 7 8 8 
0.060 

5.5 7 8 
0.790 

Non-Kuwaiti 107 5 7 8 5 6 8 
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4. Degree 
CSR Disclosure CSR Assurance 

N Q1 Q2 Q3 P value Q1 Q2 Q3 P value 

Bachelor  91 5 7 8 

0.873 

5 7 8 

0.437 Master 27 6 7 8 5 6 8 

PhD 2 7 7 7 0 0 0 

 

5. Major 
CSR Disclosure CSR Assurance 

N Q1 Q2 Q3 P value Q1 Q2 Q3 P value 

Accounting 96 5 7 8 

0.287 

5 6 7.75 

0.014 Finance 15 7 7 8 6 8 9 

Management 9 5.5 7 8 5 8 8.5 

 

 

6. Graduated 

from 

CSR Disclosure CSR Assurance 

N Q1 Q2 Q3 P value Q1 Q2 Q3 P value 

Inside 16 7 7.5 8 
0.028 

6 7 8 
0.396 

Outside 104 5 7 8 5 6 8 

 

 

7. Foreign 

experience 

CSR Disclosure CSR Assurance 

N Q1 Q2 Q3 P value Q1 Q2 Q3 P value 

Yes 41 5.5 7 8 
0.629 

5 6 8 
0.510 

No 79 5 7 8 5 7 8 

 

 

8. Type of 

institution in 

CSR Disclosure CSR Assurance 

N Q1 Q2 Q3 P value Q1 Q2 Q3 P value 

Islamic 48 6 7 8 
0.722 

5.25 7 8 
0.135 

Conventional 72 5 7 8 5 6 8 

 

 

9. Type of 

sector 

CSR Disclosure CSR Assurance 

N Q1 Q2 Q3 P value Q1 Q2 Q3 P value 

Banking 34 6 7 8 

0.040 

5 7 8 

0.341 Insurance 19 4 5 7 5 5.5 7 

Investment 67 5 7 8 5 7 8 

 

10. Job 

title 

CSR Disclosure CSR Assurance 

N Q1 Q2 Q3 P value Q1 Q2 Q3 P value 

Junior 11 5 7 8 

0.488 

5 6 7 

0.191 
Senior 45 5 7 8 5 6 8 

Manager 59 5 7 8 5 7 8 

CFO 5 7 7 9 7 8 8.5 
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11. Work 

experience 

CSR Disclosure CSR Assurance 

N Q1 Q2 Q3 P value Q1 Q2 Q3 P value 

1–5 26 5.75 7 7.25 

0.521 

5 7 8 

0.384 

6–10 38 5 7 8 5 6 7.5 

11–15 30 5.75 7 8 5 7 8 

16–20 9 6.5 7 8.5 6 6 8.5 

20+ years 17 5.5 7 8.5 5 7 8 

 

Second, H8 investigated if there were any differences among the four groups in terms of the 

degree of importance assigned to the four themes of CSR disclosure. The descriptive analysis 

(see Table 7.14) showed that there were differences among the four groups, in the way they the 

ranked CSR categories. This indicates that corporate culture and audience type do influence 

financial managers’ and accountants’ motivations for CSR disclosure. Participants in Group 2, 

who were given the scenario of the IFI with a public target audience, assigned the greatest 

importance to information concerning community activities and environmental contributions. 

This was similar to the groups with the CFI general public scenario. 

Table 7.14. The Ranking of CSR Themes in Terms of Importance to the Groups 

                                                            Group                                     

CSR Themes 
G1 G2 G3 G4 

Internal disclosure 
Human resources 2 4 2 4 

Products/services 3 3 1 3 

External disclosure 
Community activities 1 1 3 1 

Environmental contributions 4 2 4 2 

However, those who were given the CFI–shareholder scenario selected products and services 

information as the most important category for disclosure. These results are supported by those 

of the inferential analysis (see Table 7.15). Therefore, H8 is not rejected. 
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Table 7.15. Inferential Analysis Results for Ranking of CSR Information by 

Experimental Groups 

Variable 
G1 G2 G3 G4 Chi-

Square 

p 

Q1 Q2 Q3 Q1 Q2 Q3 Q1 Q2 Q3 Q1 Q2 Q3 

HR 1 2.5 3 2 3 4 1 2 2.25 2.75 3 4 20.493 .000 

P/S 2 2.5 4 1.75 3 4 1 1.5 2 2 3 3.25 15.250 .002 

Com. 1 2 3 1 2 3 2 3 4 1 1 2 24.658 .000 

Env. 2 3 4 2 2 3.25 3 4 4 2 2 4 13.964 .003 

HR % 20 27.5 35 15 20 26.25 23.75 27.50 36.25 13.75 20 25 15.885 .001 

P/S % 10 22.5 31.25 10 25 35 23.75 30 40 16.50 20 30 11.512 .009 

Com. % 20 27.5 40 18.75 30 35 15 20 25 28.75 30 40 17.673 .001 

Env. % 15 20 30 18.75 27.5 30 10 20 25 20 30 30 12.706 .005 

Finally, H9 assumes that there are no differences among the four groups in terms of their choice 

of CSR assurance providers, whether internal, external or mixed. The Kruskal–Wallis test 

revealed no significant differences among the four experimental groups in terms of their 

preferred CSR assurance provider (P = 0.372 > 0.05). 

Table 7.16 shows that overall, mix assurance was preferred among the four groups, followed 

by specialist providers. Few indicated a preference for external accounting, as there were no 

significant differences among the four groups in terms of their choice of CSR assurance 

provider. 

Table 7.16. Preferred Assurance Providers (in %) 

                                                        Group 

 CSR Assurance Provider  
G1 G2 G3 G4 

Internal auditors 30% 13% 20% 17% 

Accountants 10% 17% 20% 10% 

Specialists  27% 27% 27% 30% 

Mix  33% 43% 33% 43% 

Total 100% 100% 100% 100% 
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7.6 Qualitative Approach 

As mentioned in Chapter 6, content analysis was an appropriate approach to use with open-

ended questions (Neuman 2014), of which there were three in this research. The first of these 

of these questions concerned H8. The aim was to not just to determine the differences of the 

four CSR categories among the four experimental groups, which was supported by the 

statistical data in terms of the rankings and percentages that participants allocated to the various 

CSR categories, but also to understand the reasons/motives for these differences. 

To achieve this, two approaches were taken. First, an inductive method was used to produce 

the themes for CSR disclosure. This approach was followed because there is a considerable 

literature on CSR disclosure. This provided six possible reasons for why institutions could be 

involved in CSR disclosure (see Chapter 6). In the second approach, a summative content 

analysis technique was employed to identify content in a text to match it with the six reasons 

for CSR disclosure. 

To improve the credibility and trustworthiness of the qualitative analysis results, two PhD 

students with experience in CSR were employed in the analysis process. Half of the data were 

given to them individually to read through the text and match the content with one of the six 

reasons for CSR disclosure. If the participant’s text content was not understood, misleading 

and had a different meaning, a new theme was formed: no meaning. Milne and Adler (1999) 

believe that if a few possible choices for each coding decision are provided, the possibility for 

disagreement will be small; thus, the reliability of the results will be increased. The main 

researcher compiled all the data analysis on one page and used SPSS to compare the differences 

using a two-way random effects intraclass correlations test to examine inter-rater agreement 

reliability. The test showed an acceptable level of agreement between the three researchers 

(0.875, n = 240, range = 0.70 to .875) (Graham, Milanowski & Miller 2012). 



174 

Table 7.17 shows the reasons that could influence a company to be involved in CSR disclosure. 

As can be observed, it was varied among the four experimental groups. This was supported 

earlier by statistical results. A more detailed discussions will take place in Chapter 8. 

Table 7.17. Reasons for CSR Disclosure (in %) 

CSR Disclosure Reasons G1 G2 G3 G4 

Transparency & communication  11% 22% 6% 18% 

Good corporate citizen  18% 12% 11% 19% 

Long-term financial  6% 13% 13% 6% 

Stakeholder influence 13% 18% 25% 14% 

Competitive advantage  24% 8% 21% 18% 

Image/reputation  6% 9% 7% 10% 

No meaning  23% 19% 18% 15% 

Total 100% 100% 100% 100% 

A similar approach was followed to explore the reasons for CSR assurance. In the second open-

ended question, Q2 of Part 2, the aim was to explore participants’ reasons/motivations for the 

importance level of CSR assurance they allocated in Q1 of Part 2. The results of the qualitative 

content analysis are displayed in Table 7.18. It indicates that costs and benefits and stakeholder 

pressures are the most important reason for participants in the four groups to choose such levels 

for CSR assurance.  

Table 7.18. Reasons for CSR Assurance (in %) 

CSR Assurance Reason G1 G2 G3 G4 

Credibility & transparency 13% 7% 7% 10% 

Costs & benefits 27% 13% 27% 30% 

Management tool 7% 17% 20% 20% 

Stakeholder pressures 17% 30% 13% 13% 

Legitimacy 7% 10% 3% 3% 

Reputation 7% 10% 3% 7% 

No meaning 23% 13% 27% 17% 

Total 100% 100% 100% 100% 
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The last open-ended question (Q4, Part 2) concerning H9, was used to explain participants’ 

choice of assurer type (internal, external accounting, external specialist or mixed) in Q3. The 

statistical analysis found no significant differences among the experiment groups’ choice of 

CSR assurance providers. Table 7.19 presents the results of the qualitative content analysis for 

why experimental groups had similar views on assurers in term of costs and benefits. It 

indicates that the four groups preferred the same assurance providers in term of costs and 

benefits (a mix of internal and external). 

Table 7.19. Participants’ Reasons for Type of Assurance Provider  

(in No. and %) 

Group 
Assurance 

Providers 

Costs Benefits Balance No Comment Total 

No. % No. % No. % No. % No. % 

 

G1 

Internal 3 10% 5 17% 0 0% 1 3% 9 30% 

Accountants 0 0% 1 3% 2 7% 0 0% 3 10% 

Specialists 0 % 8 27% 0 0% 0 0% 8 27% 

Mix 2 7% 5 17% 1 3% 2 7% 10 33% 

Total  5 17% 19 63% 3 10% 3 10% 30 100% 

 

G2 

Internal 2 7% 2 7% 0 0% 0 0% 4 13% 

Accountants 0 0% 5 17% 0 0% 0 0% 5 17% 

Specialists 0 0% 8 27% 0 0% 0 0% 8 27% 

Mix 0 0% 8 27% 3 10% 2 7% 13 43% 

Total 2 7% 23 78% 3 10% 2 7% 30 100% 

 

 

G3 

Internal 4 13% 2 7% 0 0% 0 0% 6 20% 

Accountants 0 0% 5 17% 1 3% 0 0% 6 20% 

Specialists 2 7% 5 17% 0 0% 1 3% 8 27% 

Mix 1 3% 6 20% 2 7% 1 3% 10 33% 

Total 7 23% 18 60% 3 10% 2 7% 30 100% 

 

G4 

Internal 4 13% 0 0% 1 3% 0 0% 5 17% 

Accountants 0 0% 3 10% 0 0% 0 0% 3 10% 

Specialists 0 0% 5 17% 2 7% 2 7% 9 30% 

Mix 0 0% 6 20% 6 20% 1 3% 13 43% 

Total 4 13% 17 57% 7 23% 2 7% 30 100% 
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7.7 Additional Analyses 

The research hypotheses of this study were based on only two assumptions: that all participants 

have an awareness of the concept of CSR, and that because they reside in an Islamic country 

(Kuwait), they will have a certain degree of religiosity. This section provides evidence to 

support these assumptions. 

7.7.1 Awareness of CSR 

To verify the first assumption, participants were asked to confirm whether they had heard of 

the concept of CSR. If they responded positively, they were required to specify where they had 

learnt about it. The number of possible responses to this question ranged from 1 (no awareness) 

to 4 (heard of CSR during study, at work, regulatory bodies or the media). The descriptive 

statistics for these responses (see Table 7.20) show that more than 75 per cent of participants 

were aware of the concept, with most these indicating that they knew about it from their work, 

education or the media. 

Table 7.20. Awareness of CSR as a Concept 

                   Group 

From 
G1 G2 G3 G4 All 

No 10 (33%) 6 (20%) 11 (37%) 6 (20%) 33 (28%) 

Studying 6 (20%) 11 (37%) 5 (17%) 5 (17%) 27 (23%) 

Working 8 (27%) 10 (33%) 4 (13%) 8 (27%) 30 (25%) 

Regulation 3 (10%) 0 (0%) 3 (10%) 2 (7%) 8 (7%) 

Media 3 (10%) 3 (10%) 7 (23%) 9 (30%) 22 (18%) 

Total 30 (100%) 30 (100%) 30 (100%) 30 (100%) 120 (100%) 

 

It could be argued that the reason a high percentage of participants did not indicate a specific 

reason for embracing CSR disclosure and assurance was because they were unaware of CSR 

as a concept (no meaning, see Tables 7.17–7.18). 



177 

7.7.2 Religiosity 

In constructing the research hypotheses, it was assumed that as the participants lived and 

worked in an Islamic country, the Islamic culture would influence their habits, lifestyle and 

their beliefs about how business should be conducted (Rice 1999; Lewis 2001; Chapra 2016).  

It is common in research to use statements to measure participants’ level of religiosity (Gorsuch 

& Venable 1983). The present study did adopted the same approach. It adapted five statements 

from prior studies (Gorsuch & McPherson 1989; Lewis, Maltby & Day 2005; Jamali & Sdiani 

2013; Mazereeuw-van der Duijn Schouten, Graafland & Kaptein 2014) in which statements 

were used to measure participants’ intrinsic and extrinsic religiosity. 

The first two statements used in the present study were related to intrinsic religiosity: (1) ‘I try 

to live my life according to my religious values and beliefs’ and (2) ‘My approach to life is 

based on my religion’, while the remaining three statements concerned extrinsic religiously: 

(1) ‘I usually attend religious gatherings/events, on a regular basis’, (2) ‘Most of my friends 

have religious convictions’ and (3) ‘I prefer to workshop and pray with others’. 

The degree to which participants concurred with these five statements was measured on a 9-

point Likert scale, where 1 indicated strong disagreement and 9 strong agreement. To determine 

the reliability of the measurement of religiosity, the Cronbach coefficient alpha test was 

applied. The result of this was 0.801, which indicates a high level of internal consistency of the 

reliability for the religiosity measurement. Reliability of the five statements ranged between 

0.734 and 0.795. 
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7.8 Summary 

This chapter began with the results of participants’ demographic information and the two 

manipulation check questions. This was followed by presentation of the quantitative and 

qualitative results. The two important research assumptions of participants’ awareness and 

religiously for CSR disclosure were offered. Chapter 8 will provide an extra analysis and 

discussion for the research quantitative and qualitative results to answer the main research 

question and test the research hypotheses.  
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Chapter 8: Discussion and Analysis 

8.1 Introduction 

In this chapter, the quantitative and qualitative results will be analysed and discussed in relation 

to the main research question and hypotheses. The discussion assesses whether the results met 

the expectations identified concerning the motivations for CSR disclosure and CSR assurance, 

and the extent to which they support the findings of prior research. 

8.2 Experimental Findings 

This section divided the experimental findings into two subsections. The first will focus on 

analysis and discussion of the quantitative data, while the second will analyse and discuss the 

qualitative data of the open-ended questions. 

8.2.1 The influence of corporate culture and audience type on CSR Disclosure and 

Assurance (based on quantitative data) 

In discussing the findings, it is important to consider the main research question: 

Do corporate culture and audience type jointly/individually influence 

financial managers’ and accountants’ motivations CSR disclosure and 

CSR assurance, and if so, to what extent? 

This question was investigated using a formal 2 x 2 experimental design—one recommended 

by a prior research project as the most suitable method for such a study (Milne & Chan 1999; 

Milne & Patten 2002; Martin & Moser 2012; Cheng, Green & Ko 2015; Reimsbach, Hahn & 

Gurturk 2017). This is because it manipulates the independent variables (corporate culture and 

audience type), enabling identification of their effect on the dependent variables (CSR 

disclosure and assurance). 
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Statistical results shown in Chapter 7 indicate that the corporate culture and audience type 

jointly influence the level of CSR disclosure (H1). However, they had no effect on the level of 

CSR assurance (H2). When these two factors were considered separately, corporate culture 

was found to have no influence either on the level of CSR disclosure (H3) or CSR assurance 

(H4); audience type had a considerable effect on the level of both disclosure (H5) and 

assurance (H6). Therefore, the results indicate that the type of target audience could have 

influenced participants’ perceptions of CSR disclosure and assurance, whereas corporate 

culture did not.  

In Sections 8.2.1.1–8.2.1.3, these results are discussed in more detail. The first two sections 

focus on the influence on the level of CSR disclosure and assurance, of corporate culture, and 

audience type, respectively, while the last section examines the interaction between these two 

factors. 

8.2.1.1 Influence of corporate culture 

The assumption was made that participants from IFIs and CFIs would have different 

perceptions of the importance of CSR disclosure (H3) and assurance (H4), with the former, 

providing higher levels of CSR disclosure and assurance than the latter, to comply with Sharia 

principles concerning accountability, social justice, ownership and trust (Baydoun & Willett 

2000; Maali, Casson & Napier 2006; Aribi & Gao 2010). Therefore, it was expected that 

participants who were assigned the IFI scenario (in G1 and G2) would nominate a higher level 

of CSR disclosure and CSR assurance than participants with the CFI scenario (in G3 and G4). 

In fact, the statistical results revealed that neither CSR disclosure nor CSR assurance levels 

were influenced by type of corporate culture. 

Prior literature has already documented that the difference between CSR disclosure of IFIs and 

CFIs is minimal. The main difference in CSR disclosure between IFIs and CFIs related to the 
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religious dimensions of Islamic institutions, such as zakat and SSB reports (Haniffa & Hudaib 

2010). Therefore, our finding is consistent with prior content analysis studies (Aribi & Gao 

2010; Abbasi et al. 2012; Sobhani, Amran & Zainuddin 2012; Zainal, Zulkifli & Saleh 2013). 

The similarity between IFIs and CFIs has been discussed in the literature. The first assumption 

is because of the influence of colonisation and globalisation on the world economy (Sulaiman 

2001; Gallhofer & Haslam 2006; Rasid, Abdul Rahman & Ismail 2011; Kamla 2015). Second, 

when Islamic institutions establish, they attract talented staff from CFIs, so the philosophy of 

business does not change (Khan 2013b). Third, some existing IFIs were originally converted 

from the conventional system. Fourth, it can be argued in some cases that both institutions 

share a primary objective—maximisation of shareholder welfare (Mallin, Farag & Ow-Yong 

2014; Platonova et al. 2018). Finally, both institutions work under similar economic, political, 

and social contexts that would appear to witness them practising CSR similarly (Cooper & 

Sherer 1984; Adams 2002). 

In general, the Islamic religion can be viewed as one of the cultural factors that has a powerful 

effect on financial institutions’ CSR practice in Kuwait (Al Rifai 2013). Religion exerts a 

strong influence in developing countries, not only on the behaviour of individuals, but also on 

business practices (Al-Khater & Naser 2003; Visser 2008; Tilt & Rahin 2015; Tilt 2016). For 

example, Bayoud (2012) and Benomran et al. (2015) examined CSR disclosure in Libya, and 

found that Islam was one of the key factors that motivates companies to engage in CSR activity 

and to disclose CSR information. A study in the Gulf region, by Jamali and El Safadi (2019), 

showed that CSR activities are, in fact, philanthropic programs that reflect Islamic views. 

Similarly, Aribi and Gao (2012) and Hassan et al. (2012) concluded that the narrative CSR 

disclosure they examined was primarily influenced by Islamic principles. 
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To the author’s best knowledge, this experiment is the first to examine the influence of 

corporate culture (Islamic v. conventional) on CSR practice (disclosure and assurance).  

The present study also examined the influence of audience type (shareholders v. the general 

public) on CSR disclosure (H4) and assurance (H5). In this case, the audience was 

powerful/salient group, known collectively as shareholders, while the other was the general 

public, who supposedly had less power. 

The statistical results indicate a significant influence of audience type on the level of CSR 

disclosure and assurance selected by the participants. Contrary to expectations, this level was 

higher for the general public than for shareholders. This is not consistent with the finding of 

Johnson (2015), who reported that audience is an influencing factor, particularly in situations 

in which the audience are capital providers (investors/shareholders and lenders). As noted also 

in the results of other prior empirical studies, managers tend to respond more to 

powerful/salient stakeholders, such as shareholders (investors), than to other stakeholders, such 

as the general public (community) when making CSR disclosure decisions (Spence 2009; Tata 

& Prasad 2014). 

Conversely, Adams (2002) and Darus, Amran, et al. (2014) found that meeting the expectations 

of the general public is perceived by institutions as a way to secure longevity of business 

operations. This is borne out by recent experimental evidence, which suggests that even in a 

corporate setting, a significant proportion of managers will sacrifice personal and other 

shareholder wealth to invest in less profitable CSR activities (Martin & Moser 2016). Benabou 

and Tirole (2010, p. 11) emphasised that one of the three visions of CSR—insider-initiated 

corporate philanthropy—is of ‘corporate prosocial behaviour [that] is not motivated by 

stakeholders’ demands … but rather reflects management’s or the board members’ own desires 

to engage in philanthropy’. 
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In general, the present study shows that both types of audience, shareholders and the general 

public, influenced participants’ motivations for CSR disclosure and assurance. This joint focus 

provides a broader base for institutional legitimacy than would be provided by a shareholder-

only focus. The fact that all participants favoured the general public over shareholder groups 

is an indication of the degree to which financial institutions, in general, in Kuwait, are driven 

to maintain legitimacy in the eyes of the public by practising CSR disclosure (Patten 1992; 

Campbell 2000; O’Donovan 2002) and CSR assurance (O’Dwyer, Owen & Unerman 2011). 

8.2.1.2 Interaction between corporate culture and audience type 

The study also aimed to examine whether the differences in the effects of corporate culture 

may affect the level of CSR disclosure (H1) and assurance (H2) dependent on audience type 

(and vice versa). This is a relevant shortcoming because the choice of the level of CSR 

disclosure and assurance cannot be separated from managerial decisions for IFIs and CFIs and 

type of target audiences. Therefore, the study attempted to determine whether there was an 

interaction between corporate culture and audience type. For the CFI scenario, the general 

public as a target audience led to a higher level of CSR disclosure than shareholders as a target 

audience. For IFIs, audience type had less effect on the level of CSR disclosure selected. 

In Chapter 7, means, standard deviations and cell sizes for the two independent variables 

(corporate culture and type of audience) indicated an interaction between them on the 

dependent variable, CSR disclosure. Explicitly, audience type does appear to be influence 

participants’ preferred levels of CSR disclosure. This is supported by Figure 8.1, which depicts 

ordinal interaction since the general public had a higher level of CSR disclosure than 

shareholders did in two scenarios. It shows also that the gap (main effect) of the level of CSR 

disclosure for the IFIs between shareholders and the general public was smaller, than for CFIs. 

However, the CFI mean was higher than the shareholder mean. Thus, there was an interaction 
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between corporate culture and audience type, because the influence of corporate culture on 

CSR levels depends on the audience type for IFIs or CFIs. 

 

Figure 8.1. CSR Disclosure of Experimental Groups 

This result illustrates that IFIs are more successful than their conventional counterparts in 

balancing their accountabilities to their various stakeholders in their CSR disclosure (Beekun 

& Badawi 2005). 

A possible explanation of why IFIs invest less effort in disclosing CSR information to the 

general public than do CFIs lies in the fundamental different attitudes and ideology between 

these two types of institutions to CSR disclosure. CFIs must make a full CSR disclosure 

because they are largely motivated by the financial rewards gained from meeting public 

expectations. Thus, they be fully transparent and accountable to society for their CSR activities. 

However, for IFIs, the motivation to engage in CSR activities is to promote social justice and 

accountability to God first, and then to the community (Haniffa & Hudaib 2002; Dusuki & 

Abozaid 2007; Kamla 2009; Zubairu, Sakariyau & Dauda 2011; Yusuf 2012; Ahmad et al. 

2016; Migdad 2017). 
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First, corporate culture had no observable effect on CSR assurance (mean difference = 0), 

while the type of audience had a significant effect (mean difference = 0.5). Second, this was 

supported by the statistical results, which indicate no significant interaction effect between the 

two independent variables—corporate culture and types of audience—on the level of CSR 

assurance. 

Figure 8.2 indicates that participants from the IFI scenario (in G1 and G2) and CFI scenario (in 

G1 and G2) had a level of CSR assurance that was almost equal. The gaps of the levels of CSR 

assurance of IFIs and CFIs were similar in terms of target audience (the general public or 

shareholders). Thus, there was no interaction between the two independent variables, since the 

audience type had no effect on the level of CSR assurance for IFIs or CFIs. In other words, 

only audience type had a unique influence on the level of CSR assurance. Both institutions 

failed to balance the credibility of CSR information between their two types of audience. 

Figure 8.2. CSR Assurance of the Experimental Groups 
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8.2.2 Reasons for CSR Disclosure and Assurance (based on qualitative data) 

The objective here is to provide an additional explanation and reasons for differences in the 

levels of disclosure and assurance chosen by the four experimental groups. For CSR disclosure, 

the descriptive results show that participants whose target audience was the general public (G2 

and G4) ranked CSR disclosure similarly. Both groups placed greater importance on providing 

more disclosure on community and environmental activities (external disclosure) than on 

human resources and products/services (internal disclosure). This suggests that for both types 

of institutions (IFI and CFI), audience type rather than culture influenced the level of CSR 

disclosure. 

onversely, for G1 and G3 (shareholder target audience), the chief motivating factor was 

corporate culture (Islamic or conventional). Group 3 (CFI) placed greater importance on 

internal disclosure than external (human resources and products/services). However, for Group 

1 (IFIs), disclosure was more balanced than it was for Group 3 (CFI) between external 

(community) and internal disclosure (human resources). 

A qualitative content analysis revealed two underlying explanations for this: participants with 

the general public as a target audience (G2 and G4) were motivated either by the desire to be 

more transparent in communicated CSR information or to be viewed as good corporate citizens. 

This was supported by their greater emphasis on external disclosure (community activities and 

environmental contributions) rather than internal disclosure (human resources and 

products/services). Meanwhile, participants in the CFI group (G3) favoured internal disclosure 

because they were more concerned with ensuring the institution’s long-term financial 

performance and responding appropriately to shareholder pressure. However, participants in 

the IFI and shareholder target audience group (G1), revealed a mixture of motivations, of which 
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the most important was the desire to be a good corporate citizen while still meeting stakeholder 

pressures (see Table 7.17). 

The preferred level of CSR assurance will now be considered. The qualitative content analysis 

indicates that participants’ perception of costs v. benefits was the chief motivating factor. This 

was supported by Braam and Peeters (2018), who believe that institutions focus on the trade-

off between the costs and benefits of assuring CSR disclosure, and that they will only practice 

it if the benefits outweigh the costs. The analysis also identified other motivating factors for 

CSR assurance that were common to all experimental groups: institutions’ desire to provide 

information that is credible and transparent, thereby maintaining their legitimacy. Interestingly, 

few participants perceived CSR assurance either as a management technique, or as a tool for 

saving an institution’s reputation (see Table 7.18). 

As a management technique, internal assurance is used to achieve the company’s goals and 

objectives. However, as this involves all decision-making concerning such assurance being 

captured by management (Huang & Watson 2015; Velte & Stawinoga 2017), there is a risk of 

lower credibility of CSR information, and consequently, diminished stakeholder confidence 

(Dando & Swift 2003; Simnett, Vanstraelen & Chua 2009; Kolk & Perego 2010; Cheng, Green 

& Ko 2015). These pitfalls may be avoided by using external assurance to monitor and control 

management behaviour (Wong & Millington 2014). Further, by enhancing the credibility of 

CSR information, external assurance can improve the firm’s reputation (Sethi, Martell & Demir 

2015; Birkey et al. 2019). Therefore, there is value in perceiving CSR assurance both as a 

management technique for achieving company goals, and as a tool to enhance its reputation. 

First, concerning assurance providers, neither type of statistical analysis, descriptive or 

inferential, identified any significant differences between the experimental groups, with all 

groups preferring a mix of providers. This confirmed H9, which predicted that there would be 
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no differences among the four groups in terms of their choice of CSR assurance providers. A 

qualitative content analysis was conducted to explain this finding. It was found that despite the 

high cost incurred by a mixed approach, most participants believed that the combined 

experience of all types of assurers would result in a better-quality service. Thus, they believed 

they could increase CSR information credibility by involving internal and external auditors 

more closely in providing CSR assurance. The results show that participants in Groups 2, 3 and 

4 highly preferred coordination of both internal and external assurance providers. Such a 

combination would ensure and improve the credibility and transparency of CSR information 

for various stakeholders. 

Second, the second preference was specialist firms, which were perceived as having more 

experience in social and environmental issues than accounting firms. This finding was 

supported by Owen and O’Dwyer (2004) and Hodge, Subramaniam and Stewart (2009). 

Moreover, according to Mock, Strohm and Swartz (2007) and Perego and Kolk (2012), such 

firms provide a higher quality of assurance in terms of the inclusion of feedback and 

recommendations concerning CSR information. This is because they are generally recognised 

as more independent of management than are internal auditors (Ball, Owen & Gray 2000; Park 

& Brorson 2005; Perego & Kolk 2012). Further, the third preference of all experimental groups 

was internal auditors. Those who did preferred internal assurance did so because such an 

approach was more cost-effective. This was supported by Jones and Solomon (2010), who 

reported that many in management are opposed to external assurance on the grounds of the 

increased costs resulting from the broader scope of the audit, and the great workload for 

external stakeholders. In addition, there were two main reasons for choosing internal auditors 

to conduct CSR assurance: their lower cost and their insider knowledge of the institution’s 

activities. This inside knowledge, coupled with their expertise and experience in the company, 

means internal auditors can add value by highlighting the credibility of CSR information 
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(Ackers 2008; Jones & Solomon 2010; Soh & Martinov-Bennie 2015). This was supported by 

Tiron-Tudor and Bota-Avram (2015), Ackers (2016) and Simpson et al. (2016), who believe 

that internal auditors can add value by providing an independent assessment of the ethical, 

environmental and social performance of the company, without affecting the financial returns 

of investors. Finally, the last preference choice was accounting firms. This represents that 

accounting firm should focus more on financial information than CSR information. According 

to O’Dwyer and Owen (2005), accountant assurers adopt a cautious and limited approach 

aimed at providing low assurance levels. However, consultant assurers take a more evaluative 

approach and appear to provide higher level assurance that offers more in terms of robustness 

and fullness of commentary. 

Hodge, Subramaniam and Stewart (2009) and Pflugrath, Roebuck and Simnett (2011) found 

that CSR assurance is perceived as very important for improving users’ perceptions of, and 

confidence in, the credibility of CSR information. This credibility is significantly higher when 

the CSR information is assured by external, or third-party, providers. Moreover, when this third 

party is an accounting firm rather than a specialist firm, the credibility is perceived as higher. 

These results were not supported by our experiment. While participants were willing to provide 

a high level of CSR assurance, they preferred to achieve this through a mixture of providers. 

Such an approach, they believed, would provide a higher level of credibility for the CSR 

information. Participants were also more willing to have CSR disclosure assured by specialist 

firms rather than accounting firms. While they perceived both as having a similar level of 

independence, they believed that specialists had more experience in CSR assurance than did 

accounting firms. This was supported by Gray (2000) and Farooq and de Villiers (2017), who 

believe that specialist firms have more experience in and knowledge of the critical issues 

surrounding assurance, since they employ a range of experts, including environmentalists, 
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biologists, ethicists and sociologists. All of these specialists have a much better understanding 

of the subject of sustainability assurance than do accountants. 

8.3 Additional Analysis 

This section includes additional factors that could have influenced participants’ preferred level 

of CSR disclosure and assurance. Section 8.3.1 examines whether participants’ demographic 

characteristics affected CSR practices or not. Section 8.3.2 explores the influence of 

participants’ awareness of the level of CSR disclosure and assurance. Finally, Section 8.3.3 

discusses participants religiosity to determine if it had an influence on CSR practice. 

8.3.1 Participants’ demographic data 

To address H7, participants’ responses to the series of questions at the end of the survey were 

collected to assess demographic information. This data were subsequently analysed to 

determine whether participants’ demographics may have affected their perceptions of CSR 

disclosure and assurance. 

The demographic data presented in Chapter 7 show that only two factors of 11 (the source of 

participants’ primary degree—from Kuwait or outside—and the types of institutional sector in 

which the participants were employed—banking, insurance, or investment companies) had a 

significant influence on their preferred level of CSR disclosure. Those who obtained their 

degree in Kuwait opted for a higher level of CSR disclosure than those with a non-Kuwaiti 

degree. This may imply that the former was more concerned about CSR issues than those who 

obtained their degree outside Kuwait. It may also reflect the fact that CSR has been given 

increasing attention in Kuwait, by all aspects of the media, over the last decade (Hewaidy 

2016). The influence of employment sector, including the financial sector, is widely discussed 

in the CSR disclosure literature (Farook 2007; Branco & Rodrigues 2008; O’Sullivan & 
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O’Dwyer 2009; Iqbal, Ahmad & Kanwal 2013; Sethi, Martell & Demir 2015). Of the three 

types of financial institution examined in the present study, the first had greatest influence on 

preferred level of CSR disclosure, followed by investment and insurance, in that order. This is 

unsurprising in view of the higher visibility of banking institutions to stakeholders, compared 

to investment and insurance. Prior studies have found that visible institutions are more 

vulnerable to pressures from various groups in the society. Therefore, these institutions would 

be expected to provide higher levels of CSR disclosure (Belkaoui & Karpik 1989; Patten 1991; 

Hackston & Milne 1996; Branco & Rodrigues 2008; Reverte 2009; Haji 2013). For example, 

at the end of 2017, the banking industry alone represented more than 56 per cent of the financial 

sector’s capital market in Kuwait. In view of this heightened visibility, banks are becoming 

increasingly aware of the need to enhance their reputation and image in the eyes of all 

stakeholders by engaging in CSR disclosure to assure their future viability. 

As for CSR assurance, it was found that only one factor of 12 influenced the level chosen by 

participants. This factor was the field in which they held their major qualification: those whose 

degree was in finance or management opted for higher levels of CSR assurance. However, of 

these, accounting professionals chose the lowest level. This belies the expectation that 

accountants are actively engaged in CSR assurance since they are the most knowledgeable 

about corporate financial and non-financial issues (Gray 2000; Dando & Swift 2003; 

Schaltegger & Zvezdov 2015). 

8.3.2 Participants’ awareness of the concept of CSR 

Another factor that may have affected perceptions of CSR was the awareness of CSR, as this 

could influence preferred level of CSR disclosure and assurance. That is, that there is a direct 

relationship between the awareness of CSR and the level of CSR disclosure and assurance 

preferred. This is indirectly supported by the findings of Teoh and Thong (1984)—that high 
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levels of CSR activity are not associated with corresponding levels of CSR disclosure. They 

concluded that this is likely due to a lack of knowledge of the concept of CSR. This suggests 

that preparers of annual reports must have a thorough understanding of the principles of CSR, 

before making decisions about what should be disclosed in reports (Zulkifli & Amran 2006). 

Zvezdov, Schaltegger and Bennett (2010) highlighted the role of accountants in corporate 

sustainability, as they can be involved in identifying, measuring, accumulating, analysing, 

preparing, interpreting and communicating corporate sustainability management activities. 

This was supported by Schaltegger and Zvezdov (2015), who interviewed 58 corporate 

practitioners and found that accountants take a ‘gate-keeping’ role between CSR managers and 

management. 

In this study, the descriptive statistics revealed that more than 75 per cent of participants 

admitted to a knowledge of the concept of CSR. It is interesting, however, to note that many 

of the remaining 25 per cent revealed that they did have some degree of prior understanding of 

CSR. A possible explanation for this is that while they may have been unaware of the principles 

of the concept, they were familiar with the kinds of activities associated with CSR. This lack 

of formal conceptual awareness was noted by Visser (2008), and more recently by Jamali, 

Lund-Thomsen and Jeppesen (2015) and Tilt (2016), all of whom agreed that more must be 

done in developing countries, of which Kuwait is an example, to promote an explicit 

understanding of the concept of CSR. 

8.3.3 Participants’ religiosity 

Finally, religiosity of the participants as a factor may also have affected their perceptions for 

practising CSR. Prior literature found that religion is a driver of CSR, since personal beliefs of 

individuals influence their desire to engage in CSR (Graafland & Van de Ven 2006; Brammer, 

Williams & Zinkin 2007; Graafland & Mazereeuw-Van der Duijn Schouten 2012; Mazereeuw-
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van der Duijn Schouten, Graafland & Kaptein 2014). However, there was no statistically 

significant relationship between participants’ religiosity and CSR disclosure and assurance. 

This contradicts other studies, which found that the greater the individual’s religious 

convictions, the more socially responsible they will be. Brammer, Millington and Rayton 

(2007) stated that religious individuals could be expected to be more socially responsible than 

non-religious individuals. The truth of this has been tested empirically by scholars such as Agle 

and Van Buren (1999), Quazi (2003), Haniffa and Cooke (2005), Mandurah, Khatib and Al-

Sabaan (2012), Jamali and Sdiani (2013), Mazereeuw-van der Duijn Schouten, Graafland and 

Kaptein (2014) and Richardson and Rammal (2018). These authors confirmed that there is a 

positive relationship between individuals’ beliefs and perceptions of social and environmental 

obligations. They all found that religiosity influences the attitudes of managers and individual 

staff members towards the concept of CSR, and it is these attitudes that ultimately shape their 

CSR decision-making. 

This leads us to study religiosity as a contextual factor that could influence institutional social 

behaviours rather than examining the personal beliefs of individuals or religion as part of an 

institution’s culture (Thomas 2000; Selinger 2004; Hilary & Hui 2009). This is especially so 

in developing countries where culture, religion and traditional norms have influence on social 

responsibility commitment and initiatives (Chapple & Moon 2005; Kamla 2015). For example, 

in Islamic countries, Islam as a religion plays a vital role, not only in individuals’ daily lives, 

but also in the ways they conduct businesses (Matten & Moon 2008; Visser 2008; Sobhani, 

Zainuddin & Amran 2011; Jamali & Karam 2018). 
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8.4 Results and Theoretical Discussion 

This section discusses the motives of Kuwaiti financial institutions for undertaking CSR 

disclosure and CSR assurance. It does this by interpreting the data in light of the framework 

outlined in Chapter 5, which is based on three theories: stakeholder, institutional and legitimacy 

theory. 

Briefly, legitimacy theory led us to predict that such institutions seek to legitimise their 

business by engaging in CSR disclosure and assurance, to all stakeholders, including the 

community (Deegan 2002). Conversely, from stakeholder theory, we can expect that financial 

institutions in Kuwait will always strive to meet the expectations of their powerful/salient 

stakeholders, mainly shareholders, to survive (Ullmann 1985). Finally, institutional theory 

suggests that these institutions will tend to conform to norms and beliefs that are largely 

imposed on them by the need to remain competitive. In so doing, they will become similar, in 

terms of their operations, to other institutions in the same field (DiMaggio & Powell 1983). 

In practice, interpreting the data in this study to use any one of these theories to code 

participants’ motivations proved difficult. This is a legitimate problem, as confirmed by 

Vourvachis and Woodward’s (2015) conclusion that it is not possible to use theories as a basis 

for coding CSR activities. However, since Deegan, Rankin and Tobin (2002), Islam and 

Deegan (2008), and Pistoni and Songini (2013) found that most CSR disclosure theories can 

be used to explain findings, this study has opted to use a combination of the above three theories 

to explain the drivers of CSR practices. The reasoning behind this is that because the theories 

overlap to a considerable extent, they complement each other. Taken together, they can provide 

a deeper understanding of CSR motivations (Gray, Kouhy & Lavers 1995; Fernando & 

Lawrence 2014). The following three sections discuss the predictions of the three theories in 

greater detail. 
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8.4.1 Legitimacy theory’s predictions for CSR motivation 

Legitimacy theory is a broader theory that explains why institutions communicate their actions 

to various stakeholders, including society, to achieve, maintain or restore legitimacy (Cormier, 

Gordon & Magnan 2004; Bachmann & Ingenhoff 2016). According to legitimacy theory, an 

institution has a ‘social contract’ with all of its stakeholders. It must meet the needs of the 

general public by providing goods/services that they need, and ensure the continued support of 

their powerful shareholders by providing them with reasonable returns on their investment. 

However, in doing the latter, they must also ensure that they have society’s approval (Shocker 

& Sethi 1973). This implies that society exerts a powerful influence on corporate behaviour 

(Tilt 1994; Falck & Heblich 2007); its approval is overarching and is becoming increasingly 

more powerful as societal needs change (Davis 1973; Hiss 2015). By ensuring that it meets, 

primarily, society’s expectations, the institution gains, maintains or restores its legitimacy (i.e., 

its moral ‘licence’ to operate). Practising CSR is viewed as the ideal way for an institution to 

fulfil its social contract, and so ensure its survival (Bachmann & Ingenhoff 2016; Milne & 

Patten 2002). This may explain why, overall, in the present study, higher levels of CSR 

disclosure and assurance were made to the general public than to shareholders. The institutions 

respond to powerful shareholder demands, but in doing so, they must also ensure that they 

legitimise their actions to be accepted and approved by society (Guthrie & Parker 1989; Patten 

1992). 

These findings reflect the Kuwaiti financial institutions’ drive to achieve legitimacy by seeking 

society’s permission for long-term operation rather than working to increase short-term profit. 

This shows how financial institutions maintain their ‘social contract’ with their society rather 

just focusing on a specific group (Mathews 1993). The existence of financial institutions in 

Kuwait is based on society’s perceptions, as they are operating in a manner that is consistent 
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with societal expectations. Therefore, they engage in CSR disclosure in annual reports to gain 

and maintain legitimacy and protect their image/reputation as valid. 

This finding was supported by the results of a qualitative content analysis that revealed that 

one of the reasons for financial institutions to engage in CSR disclosure was to be recognised 

as a good corporate citizen and have transparency by communicating their CSR activities. Such 

motives are part of the drive for legitimate status in society (Dowling & Pfeffer 1975; Kent & 

Zunker 2013; Shabana & Ravlin 2016), build their reputation (Branco & Rodrigues 2008; Kim 

2014). Further, they are expected to alter their behaviour according to societal expectations 

(Reverte 2009). This is reflected in their greater focus on external disclosure (community 

activities and environmental contributions) than internal disclosure (human resources and 

products/services). 

In regard to CSR assurance, there was evidence that financial institutions in Kuwait are 

motivated to engage in CSR assurance to ensure legitimacy (O’Dwyer, Owen & Unerman 

2011)—high levels of CSR assurance were allocated to the general public rather than to 

shareholders. Despite the fact that financial institutions recognise that CSR assurance comes at 

a cost, they remained involved for three reasons: enhanced credibility and transparency of CSR 

information, legitimacy, and to meet stakeholders’ (employees, customers and community) 

expectations. 

8.4.2 Stakeholder theory’s predictions for CSR motivation 

Managerial stakeholder theory suggests why institutions communicate their actions to powerful 

stakeholders. In keeping with stakeholder theory, the expectation of this study was that both 

types of financial institutions (Islamic and conventional) would deliver higher levels of CSR 

disclosure and assurance to their most critical/powerful stakeholders (i.e., to shareholders, not 

the general public). Conversely, the statistical results showed that they were willing to provide 
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higher levels of CSR disclosure and assurance to the general public, despite this group having 

less power than shareholders (Freeman & Moutchnik 2013; Lu & Abeysekera 2014). As 

managerial stakeholder theory focuses on powerful stakeholders, it cannot be used to explain 

this result. However, it would appear that influences can be understood by ethical stakeholder 

theory, which identifies with a broader range of stakeholders, and identifies why organisations 

should report to this broader group, many of whom are not able to affect the ability of the firm 

to generate wealth. 

However, the qualitative content analysis revealed that all participants in the four experimental 

groups acknowledged pressure, to some extent, from various stakeholders (i.e., shareholders, 

employees, customers and community) as their motivation for CSR disclosure. Therefore, it 

can be concluded that stakeholders, in some way, exert a degree of pressure on institutions to 

practise CSR. According to Dawkins and Lewis (2003) and McWilliams and Siegel (2001), 

such pressure shapes corporate behaviour by influencing institutions to conduct themselves in 

a socially responsible manner. Obviously, numerous pressures could influence institutions to 

engage in CSR practice; however, in our experiment, we focused mainly on two groups: 

shareholders and the general public. 

8.4.3 Institutional theory ’s predictions for CSR motivation 

In addition to legitimacy factors and the broader view of stakeholder theory that motivated 

financial institutions to engage in CSR practices, the study revealed that financial institutions 

face institutional pressures (coercive, normative and mimetic) from the environment in which 

they belong and operate. Such pressure pushes IFIs and CFIs to engage in CSR to be similar to 

one another. Failure to comply with these demands will mean companies do meet stakeholder 

expectations, which raises legitimacy questions (DiMaggio & Powell 1983). Therefore, it is 

important for the institution to acknowledge these pressures and respond. Adapting certain 
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accounting practices such as CSR disclosure and assurance would be an example of influencing 

institutional pressures (Williams et al. 2009). In this study, institutional theory was also found 

to be relevant, as it could explain why CSR is practised by IFIs and CFIs. In other words, are 

these institutions influenced by institutional pressures to practice CSR (Deegan 2002). These 

institutional pressures can be coercive (from government, employees, customers, investors or 

media), normative (based on such CSR frameworks and network, NGOs, CSR standard-setting 

institutions and academic institutions) and mimetic (multinational companies and competitors) 

for practising CSR disclosure (de Villiers & Alexander 2014) and CSR assurance (Martinez-

Ferrero & Garcia-Sanchez 2017). 

In Kuwait, both IFIs and CFIs work in a highly competition market, so they may practice CSR 

similarly. Despite their shared goal of profitability, they follow different strategies and 

philosophies. IFIs have a short history compared to their conventional counterparts. KFH was 

the first Islamic bank founded in Kuwait (1977). A few years later, Islamic institutions in 

Kuwait began to grow and compete strongly with a high growth rate, attracting both customers 

and talented employees (Al Ziyadat 2011). The CSR disclosure phenomena has been embraced 

by both banks since 2006 (Mallin 2009). In 2007, the NBK (as a commercial financial 

institution) was the first institution in Kuwait to be given a CSR award. 

As both financial institutions work in a highly competitive environment, IFIs may disclose and 

assure CSR information due to mimetic pressure from CFIs (as competitors) in the same field. 

Therefore, IFIs undergo an isomorphic process in which they gradually become similar to their 

conventional counterparts (DiMaggio & Powell 1983). In view of this, it is hardly surprising 

that participants representing the two types of institutions would nominate similar and high 

levels of CSR disclosure and CSR assurance. In addition, institutional theory recognised 

coercive and normative pressures, as well as mimetic pressure that could influence institutional 



199 

CSR practice. A qualitative content analysis indicated that some pressures are coercive. These 

pressures are exerted by the institution’s employees and customers. Therefore, the institution 

must respond to these pressures. Normative pressures were not explored in this research. 

To conclude, in terms of why financial institutions in Kuwait voluntarily engage in CSR 

disclosure and CSR assurance, legitimacy theory, ethical stakeholder theory and institutional 

theory complement each other. Under legitimacy theory, financial institutions’ (Islamic and 

conventional) existence is based on society’s perception that they operate in a manner that is 

consistent with public expectations. This would also appear to be the case for stakeholders, 

given that greater attention was directed to the general public, suggesting the role of ethical 

stakeholder theory is relevant to understanding CSR disclosure. For institutional theory, all 

financial institutions (banks, financial services and insurance institutions) assumed similar 

structures in undertaking CSR disclosure and CSR assurance. 

8.5 Summary 

This chapter began by analysing and discussing the quantitative and qualitative results of the 

experiment in relation to the research question and hypotheses. More discussion was 

undertaken to understand financial institutions’ motivations for CSR disclosure and CSR 

assurance. Additional analysis for the two research assumptions was provided. Finally, 

theoretical approach was explored, which revealed that both legitimacy theory and institutional 

theory enhance our broader understanding of the CSR disclosure and assurance phenomenon 

in Kuwait, however, stakeholder theory did not.  
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Chapter 9: Conclusion 

9.1 Introduction 

This chapter summarises the study findings and explains them in relation to the CSR literature. 

The study’s contributions, practical implementation, limitations and directions for future 

possible studies are also addressed. 

9.2 Summary of Findings 

This study investigated whether corporate culture and type of audience influenced CSR 

disclosure and assurance. The results indicate that for corporate culture, whether Islamic or 

conventional, the CSR disclosure and assurance results were a little different. Since the study 

was conducted in Kuwait, which is an Islamic nation, it would have been reasonable to assume 

that Islam would exert a higher degree of influence on how business is conducted in that 

country, both in IFIs and CFIs. Therefore, it follows that little difference would be expected 

between the two types of institutions in relation to their attitudes to CSR disclosure and CSR 

assurance, a prediction that was supported by the data. While most participants were non-

Kuwaiti, they were from Islamic countries such as Egypt, Jordan, Syria, Lebanon and Pakistan. 

This notion that the religious values of Islam guide CSR practice is supported by a number of 

other studies (Visser 2008; Kamla 2009; Kamla & Rammal 2010; Farooq, Hao & Liu 2019). 

With regard to stakeholder type, the results show that participants focused on a broader 

stakeholder group rather than simply the powerful ones; this was true for both types of 

institution. Such a finding reflects how those conducting business in Kuwait perceive their role: 

they believe that they should be more accountable to the general public (shareholders are one 

part of this group of stakeholders) rather than just the powerful group of shareholders, to 
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discharge their duty of accountability to society (Gray, Owen & Maunders 1987; O’Sullivan 

& O’Dwyer 2015; Deegan 2019). 

Further, results revealed that under the IFI scenarios, the difference between levels of CSR 

disclosure and assurance for shareholders and the general public was considerably smaller than 

it was under the CFI scenarios. This suggests that IFIs give equal consideration to the rights 

and needs of both stakeholder groups when engaging in CSR disclosure and assurance. Such a 

finding is supported by other studies (Baydoun & Willett 1997; Beekun & Badawi 2005; 

Dusuki 2007; Belal, Abdelsalam & Nizamee 2015; Zain, Darus & Ramli 2015). 

The qualitative data analysis provides further explanation of the differences in levels of CSR 

disclosure among the experimental groups. However, no differences were found among the 

groups with regard to the reasons for CSR assurance and type of assurance providers. 

The study also aimed to promote discussion and improve the level of CSR disclosure and 

assurance of listed companies in Boursa Kuwait in their annual reports. By doing this, 

companies would improve the transparency and credibility of CSR information, which helps 

not only the shareholders, but also the general public to make appropriate decisions. Both 

financial and non-financial information is valuable to them in annual reports to disclose 

economic and social company performance. 

9.3 The Contributions 

The contributions of this study can be divided into three different approaches: (1) contribution 

to the theoretical literature of CSR, (2) contribution for further understanding CSR practice in 

a developing country and (3) contribution to understanding the influence of Islam as religion 

on CSR practice (disclosure and assurance). 
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9.3.1 Contributions to CSR theoretical literature 

This study attempted to extend our understanding of stakeholder theory, legitimacy theory and 

institutional theory as applied in a developing country. A theoretical framework was developed 

based on these three theories to illustrate why institutions might be active in providing CSR 

disclosure and assurance. In theory, the institution is a social constructed entity that 

simultaneously constructs reality through the collective actions and perceptions of the 

constituents that comprise the institution. So, one way an institution may construct ‘reality’ in 

relation to social responsibility is through the practice of CSR disclosure and assurance. 

The results of this research extend our understanding of legitimacy theory, stakeholder theory 

and institutional theory by illustrating how institutions legitimise their activities to the general 

public, address stakeholder groups (albeit from the perspective of the general public) and 

manage institutional pressures of competitors. Although previous researchers have 

acknowledged that organisational practices are contextualised within social contracts and/or 

institutional environments, few have considered the influence of religious beliefs and values 

within the societal development (Selinger 2004; Farooq, Hao & Liu 2019). Without 

understanding the religious context of intents, beliefs and values, and linking CSR practice to 

specific facts in the field and at society level, it would not be possible to explain institutional 

corporate behaviours and give meaning to these actions (Adams, Hill & Roberts 1998; 

Rousseau & Fried 2001; Johns 2006; Campbell 2007). Therefore, the study aimed to contribute 

by offering and finding support for a more holistic understanding of the influence of the context 

on CSR disclosure and assurance. It has provided evidence to existing studies that examine the 

differences of CSR practice based on the type of the corporate culture—Islamic or conventional 

(Aribi & Gao 2010; Abbasi et al. 2012). According to Abedifar et al. (2015) the differences 

between IFIs and CFIs are worthy of scholarly investigation. 
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Initially, the study predicted that IFIs working under religious beliefs and values should embed 

this in their operations to be viewed more legitimate to the society than CFIs. Although the 

study revealed that CFIs had more legitimacy to the society than Islamic counterparts, the IFIs 

showed that they balanced their CSR disclosure for the two groups; the general public and 

shareholders. This may help to acknowledge the influence of religion on practising CSR—it 

maintains a small gap between the two interest groups in terms of CSR disclosure (Beekun & 

Badawi 2005). 

Since both types of financial institutions work in a highly competitive market, they are more 

exposed to institutional pressures, mainly mimetic pressure, that could result in similar 

practices in terms of CSR disclosure and assurance. Therefore, practising CSR disclosure and 

assurance is a competitive strategy for financial institutions to save/enhance their image and 

reputation (Bebbington, Larrinaga-González & Moneva-Abadía 2008). 

The study could not support the managerial branch of stakeholder theory, since the results 

found that institutions are more influenced by the general public than by shareholders, 

specifically those expected to be the powerful stakeholder. Prior studies have considered that 

powerful stakeholders have economic power that could play a vital role in changing corporate 

social and environmental behaviour (O’Dwyer, Unerman & Hession 2005; Adams 2011; 

Hossain et al. 2015). Despite the view that less economically powerful stakeholders (such as 

the general public) are arguably usually ignored, this study found that they have more influence 

than economically powerful stakeholders. O’Dwyer, Unerman and Bradley (2005) Cooper and 

Owen (2007) and Hossain and Alam (2016) suggested that based on corporate accountability, 

the interests of less powerful stakeholder must be considered in corporate agendas. 

It would appear that there is support for the views expressed in the ethical branch of stakeholder 

theory, since the study indicates that institutions attempt to manage for the benefit of not only 
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powerful stakeholders, but also for the wider stakeholder audience, since stakeholder power 

here appears less relevant All stakeholders have the right to know about the institution’s 

performance. Therefore, the institutions report this kind of information to inform stakeholders 

about the extent to which the activities of the institutions demonstrate their social responsibility 

(Suchman 1995). 

9.3.2 Contributions to CSR literature in developing countries 

Another contribution to the literature is greater understanding of CSR practice in developing 

countries. The general perceptions of CSR disclosure and assurance in developing countries is 

important to explore the real motivations for CSR practice, since each country has unique 

environment factors (social, political and economic) that influence CSR practice (Scott 2008). 

This study made several important contributions to the CSR literature: 

• First, this study is the first empirical study to establish a base for future studies 

concerning CSR practices in Kuwait, since this has never been empirically investigated 

CSR disclosure and assurance. 

• Second, this study is about CSR practices in Kuwait. Since there is dearth of studies 

related to CSR practice in developing countries, this research improves our 

understanding of CSR. This country was selected for several reasons. It is one of the 

rich developing countries, making its CSR practices differ to those of poor developing 

countries, such as Pakistan and Bangladesh. 

• Third, in this study, the motivations for the CSR practices of two type of institutions 

were closely examined, since in Kuwait, financial sectors (banks, investment and 

insurance companies) offer a unique context—dual systems: Islamic and conventional. 

These two types of institutions work in a highly competitive market. Thus, the study 
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was able to examine the differences in motives for CSR practices (disclosure and 

assurance). 

• Fourth, the study focused not only on CSR disclosure, but also on the motivations for 

CSR assurance in developing countries which has rarely been explored. 

• Fifth, the study highlighted the role of financial managers and accountants regarding 

CSR disclosure and assurance  

• Finally, this research has made a methodological contribution by using experiment as 

method to examine factors that could influence CSR practice in developing countries. 

In this study, only two factors were examined: corporate culture and type of audience. 

9.3.3 Contributions to CSR in Islam literature 

The third contribution of this study was understanding the influence of Islam as religion on 

CSR practice. The greater concern for the general public when practising CSR could explain 

how countries with cultural religion (Islam) are observed to have a massive influence on CSR 

practice. Visser (2008) and Jamali and Mirshak (2006) stated that religion has a considerable 

role in changing how institutions behave and practice CSR in developing countries. Religion 

has rarely been studied as a contextual factor in relation to the beliefs and values that influence 

organisational social behaviours (Thomas 2000; Selinger 2004). Thomas (2000, p. 816) 

claimed that ‘taking religious and cultural pluralism seriously means developing a deeper 

pluralism among different communities and states in international society’. Similarly, Selinger 

(2004) asserted that religion as a contextual force means examining religion in a material public 

sense, in which religion is a social and political construct that defines and unifies communities. 

Several studies have examined the relationship between CSR practices and individual 

religiously (Graafland & Mazereeuw-Van der Duijn Schouten 2012; Mazereeuw-van der Duijn 

Schouten, Graafland & Kaptein 2014; Griffin & Sun 2017; Zolotoy, O'Sullivan & Chen 2019). 

However, few studies have examined Islamic religion in general as a contextual factor 
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influencing institutional social behaviour. Farooq, Hao and Liu (2019) stated that if we want 

to understand CSR practice with cross-culture differences, deeper consideration of religiosity 

is needed. The dual financial system in Kuwait, in the form of IFIs and CFIs, gives depth to 

this research in terms of the ability to compare them. 

9.4 Practical Implementations 

The findings of this research may be important for three specific groups: institutions, society 

and accountants. First, the financial institutions listed in Kuwait seem to have a proactive 

approach to legitimacy, while meeting not only shareholder expectations, but also those of the 

general public. Therefore, they recognise the importance of CSR disclosure and assurance in 

meeting target audiences’ expectations. 

The results have shown that while IFIs succeeded in balancing the interests of the two target 

audiences, they failed to make a greater effort to the general public regarding CSR disclosure 

than did CFIs. Therefore, Islamic institutions need to invest greater effort into the practice of 

CSR as a strategic tool to empower their religious context, reinforcing the general public’s trust 

in Islamic finance, and ultimately, to strengthen their position in the market. They must be 

perceived as a social entity, not just a financial entity. 

Since both financial institutions work in a highly competitive market in Kuwait, they are 

influenced by institutional pressures that encourage both to practise CSR in a similar way to 

meet the expectations of the general public and shareholders. The survival and growth of both 

depend on acquiring legitimacy within institutional environments and operating on the basis of 

their social contract with society. This appears to be more important than a basic concern for 

powerful stakeholder actions. 
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Another implication of the study concerns society, since members of today’s society appear to 

be much aware of, and are able to recognise, whether financial institutions operate in their 

interests by engaging in CSR activities, or whether they are act solely to make profits for 

shareholders. Therefore, the study provides evidence about how the general public—which has 

been viewed as a less powerful stakeholder—influences institutional practice of CSR. This 

kind of influence suggests that the general public has the right to know about institutional 

operations and exert some pressure on profit-oriented institutions to be more socially 

responsible. 

Finally, this study has implications for accountants, by highlighting their current and future 

challenges. Institutions appear to require engagement in CSR disclosure and assurance to meet 

their responsibility and accountability obligations to different stakeholders. This study found 

that specialist and external accountants are more appropriate for conducting CSR. Thus, the 

institution’s accountants need to improve their experience and skills in CSR information to 

face this challenge. Subsequently, the greater the engagement of internal accountants, the more 

transparent and credible the institution’s CSR information is perceived to be, and less 

scepticism from stakeholders could be expected. 

9.5 Limitations and Directions for Future Studies 

There are a few limitations in this study to consider. First, similar to other studies, such as 

Sobhani, Zainuddin and Amran (2011) from Bangladesh; Aribi and Arun (2015) from Bahrain 

and Jusoh and Ibrahim (2017) from Malaysia, this research was conducted in a developing 

country, in one industrial sector. Any attempt to generalise more broadly from the findings 

should be approached with caution.  
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Second, while several factors that could motivate organisations to practice CSR are identified 

in the literature (Adams, 2002), this research targeted two factors: corporate culture and 

audience type. It would not have been practically possible to examine all factors in an 

experimental study. While examining more than two factors in an experiment would undermine 

any validity of the experimental design. Johnson (2015) explored disclosure in relation to only 

two factors, audience type and CSR information location, while Chen, Jermias & Nazari (2016) 

also examined only two factors: CSR reporting type (financial reporting, financial reporting 

and a standalone CSR report, and financial reporting and integrated report) and two corporate 

financial conditions (profitable and unprofitable). Third, generalising from the findings is 

problematic because experimental design as a method involve with a fictious institution. 

Finally, results from a sample of financial managers and accountants in an experimental 

situation, may not match those from the ‘real world’. However, the study’s choice of 

accountants as participants in a piece of experimental research is supported by Chan and Milne 

(1999), Milne and Chan (1999), and Ballou et al. (2012) who found that accountants with a 

university degree and professional experience are more likely to understand the company's 

financial reporting practices as well as the information contained in annual reports. 

Within the previous limitations, several future studies could be suggested. First, this study 

focused on accountants’ perceptions of CSR disclosure and assurance, those who are involve 

in preparing corporate annual reports. Future studies could focus on the motivations of top 

management, including chairpersons and CEOs, for CSR practice, those who have final 

decision-making powers over institution strategy. 
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Second, it is recommended that a future study embrace a wider industrial sector and institutions 

that are listed and not listed in Kuwait. This could improve understanding of CSR disclosure 

and assurance practice by these institutions. A number of ‘real-world’ studies to complement 

the experimental scenarios seem appropriate and worthy of consideration. 

Third, this research focused only on the CSR information within institutions’ annual reports. 

However, there are numerous channels through which institutions can communicate their CSR 

information: standalone reports, integrated reports, websites and technology-based media. 

Social media enables a two-way interaction, rather than a one-way communication. Finally, 

this study examined only two factors among several factors found in the CSR literature that 

could influence CSR practices. Therefore, examining other factors would be important to 

improve our understanding of CSR practice in Kuwait. 

To conclude, this study highlighted the importance of CSR disclosure and assurance for 

information in annual reports of financial institutions in Kuwait. This approach increases the 

transparency and accountability of financial institutions’ CSR information and its credibility 

for all stakeholders. Financial institutions (banks, financial investment companies and 

insurance companies) in Kuwait are one the most important sectors in terms of sustainable 

development. As expected, the practice of CSR would create value for these institutions and 

society, and contribute to an excellent image and reputation.  
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Appendices 

Appendix 1: List of the Study Sample 

Table A1: Financial Institutions at the End of 2017 

Sector Conventional Financial Institution (CFI) Islamic Financial Institution (IFI) 

Banks 

(10) 

1. National Bank of Kuwait* 

2. Gulf Bank 

3. Commercial Bank of Kuwait 

4. Al Ahli Bank of Kuwait  

5.    Burgan Bank  

1. Ahli United Bank 

2. Kuwait International Bank 

3. Kuwait Finance House 

4. Boubyan Bank 

5.    Warba Bank* 

Insurance 

(7) 

1. Kuwait Insurance Co. 

2. Gulf Insurance Co. 

3. Al Ahleia Insurance Co. 

4. Warba Insurance Co. 

5.    Kuwait Reinsurance Co. 

1. First Takaful Insurance Co. 

2.   Wethaq Takaful Insurance Co.  

 

Investment 

(33) 

1. Kuwait Investment Co. 

2. Commercial Facilities Co. 

3. International Financial Advisers Co.  

4. National Investment Co.  

5. Kuwait Projects Co.  

6. Coast Investment and Development Co. 

7. Arzan Financial Group for Financial and 

Investment Co. 

8. Kuwait Finance Center   

9. Kuwait and Middle East Financial 

Investment Co. 

10. Al-Mal Investment Co. 

11. Bayan Investment Co. 

12. Kuwait Finance and Investment Co.  

13. KAMCO Investment Co.  

14. National International Holding Co.  

15. UIPAC finance Co.  

16. Al-Deera Holding Co. 

17. Noor Financial Investment  

18. Tamdeen Investment Co. 

19. Kuwait Syrian Holding Co.  

20. Asiya Capital Investment Co. 

21. Amwal International Investment Co. 

1. Al Salam group holding Co.  

2. The Securities House Co. 

3. Al-Aman Investment Co. 

4. First Investment Co. 

5. Gulf Investment House 

6. Aayan leasing & investment co. 

7. Osoul investment Co. 

8. Al-Madar Finance and Investment Co. 

9. Ekttitab holding Co. 

10. Al-Madina for Finance and Investment 

Co. 

11. Gulf north Africa Holding Co. 

12. Al-Imtiaz Investment Group Co.* 

* Institution not involved in the study. 
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Appendix 2: Participant Information Sheet 

Title: Corporate Social Responsibility (CSR) Disclosure in Kuwait 

Participant Information Sheet 

Dear Sir/Madam, 

1. Invitation 

I am Mohammad Al Faraj a student at the University of Tasmania, Australia. I am undertaking 

a study involving Corporate Social Responsibility Reporting as part of my PhD research. The 

general aim of this study is to explore corporate social responsibility (CSR) reporting and CSR 

assurance in financial institutions in Kuwait. I would like to extend to you a cordial invitation 

to become a voluntary participant in the study. 

 

2. What is the purpose of this study? 

The purpose of this study is to examine CSR reporting and CSR assurance in financial 

institutions in Kuwait. 

 

3. Why have I been invited to participate? 

You, as a financial manager/accountant, have been chosen to participate in this study because 

of your vital role in preparing annual reports. Due to your role, it is anticipated that you would 

have a superior level of knowledge about the information within your institution’s annual 

reports, including considerations of the information to be included, in particular, CSR 

information. You also have a level of professionalism that will increase the validity of this 

study. Three voluntary participants are invited from each institution to take part in this study, 

in order to ensure a diversity of views.  

 

4. What will I be asked to do? 

As a participant, you will be required to complete two tasks. This will be completed at your 

office or location suitable to you and will take between 20 and 30 minutes. In the first of these, 

you will be given a particular scenario to read, which you will then use as the basis to complete 

the second task of the study involving the completion of a number of survey-based questions.  

 

5. What are the benefits from participating in this study? 

This research could have a direct benefit to you by highlighting the current challenges facing 

CSR. The study will also assist you in clarifying goals for the future, in terms of any decision 

concerning CSR disclosure and CSR assurance in your institution. 

 

6. Are there any possible risks from participation in this study?  

There will be no foreseeable risk to you, as a result of your participation in this study. No data 

used in the study will carry any details that would identify you or your institution. Your 

confidentiality and privacy will be respected at all times.  
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7. What if I change my mind during or after this study?

You have the right to withdraw from the study at any time while completing the research task,

with no explanation. However, you will no longer be able to withdraw from the study once the

task has been completed, checked, and submitted as data entry will commence once surveys

are complete.

8. What will happen to the information when this study is over?

While the researcher is in Kuwait, all information pertaining to this study (e.g. hard copies of

survey sheets, information sheets and consent forms) will be kept secure in a locked briefcase,

and a locked cabinet at the researcher’s accommodation. In Tasmania, completed task materials

will be kept in a locked cabinet in the research area at the Hobart Campus of the University of

Tasmania. All digital data will be stored on a password-protected University of Tasmania

laptop provided to the researcher, as well as on OneDrive for Business (cloud-based storage

system provided by UTAS). In accordance with University of Tasmania policy on data

protection, all original data pertaining to this study will be destroyed 5 years after publication.

9. How will the results of the study be published?

All data collected will be used in the writing of a doctoral thesis. Furthermore, the results of

the study will also be used for publication in academic journals, at a later date. You may request

further information concerning the results of the study by contacting the researcher via email.

If you prefer not to contact the researcher directly, you can contact the principal supervisor,

Associate Professor Dr Trevor Wilmshurst, via email trevor.wilmshrust@utas.edu.au.

10. Ethics Approval

This study has been approved by the Tasmanian Social Sciences Human Research Ethics

Committee. If you have concerns or complaints about the conduct of this study, please contact

the Executive Officer of the HREC (Tasmania) Network on (03) 6226 6254 or email

human.ethics@utas.edu.au. The Executive officer is the person nominated to receive

complaints from research participants. Please quote ethics reference number H16634.

11. What if I have questions about this study?

For further information about the study, you can contact one of the following academic staff at

the Tasmania School of Business and Economics (TSBE):

Name: Mohammad Al Faraj 

Title: Student Investigator  

Tel: +61 424042955 / +965 9.......... 
Email: mohammadahf.alfaraj@utas.edu.au 

Name: Associate Professor Trevor Wilmshurst  

Title: Chief Investigator  

Tel: +61 03 63243570 / +61 4......... 
E-male: Trevor.Wilmshurst@utas.edu.au

Name: Dr Sonia Shimeld 

Title: Co-Investigator 

Email: Sonia.Shimeld@utas.edu.au 

Name: Dr Radzi Jidin 

Title: Co-Investigator  

Email: Radzi.Jidin@utas.edu.au 
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Appendix 3: Participant Consent Form 

Corporate Social Responsibility (CSR) Disclosure in Kuwait 

Participant Consent Form 

As a participant, I consent to the following: 

1. I agree to take part in the research study named above.

2. I have read and understood the Information Sheet pertaining to this study.

3. The nature and possible effects of the study have been explained to me.

4. I understand that the study involves my participation in a survey.

5. I understand that all research data will be securely stored on the University of

Tasmania’s premises for five years from the publication of the study results, after which

time they will then be destroyed.

6. Any questions that I have asked to have been answered to my satisfaction.

7. I understand that the researcher(s) will maintain confidentiality and that any

information I supply to the researcher(s) will be used only for the purposes of the

research. All the results will be kept anonymous, with no individual or institution being

identified.

8. I understand that in the publication of the results of the study, I will not be identified.

9. I understand that my participation is voluntary, and I know that I will no longer be able

to withdraw from the study once the survey has been completed, checked, and

submitted to researcher.
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Participant: 

Participant’s name: _____________________________________________ 

Participant’s signature: ___________________________________________ 

Date: ________________________ 

Statement by Investigator: 

I have explained the project and the implications of participation in it to this volunteer 

and I believe that the consent is informed and that he/she understands the 

implications of participation. 

Investigator’s name: _______________________________________________________ 

Investigator’s signature: ____________________________________________________ 

Date: ________________________ 
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Appendix 4: The Four Experiment Scenarios 

Scenario 1 

Company Background and New Disclosure Plan 

You are a financial manager/ accountant employed by X, a long-established, Islamic financial 

institution. Over the years, X has become one of the country’s leading financial institutions, 

recognised for its excellent and stable management team and its clear and focused strategy. X, 

similar to other conventional financial institutions, offers the full spectrum of innovative and 

unrivalled financial and investment services that comply with Sharia. 

Corporate social responsibility (CSR) is a voluntary initiative, where the institution accepts 

responsibility for the impact of its business practices on its human resources, products and 

services, the community and the environment. 

X has never before published any corporate social responsibility information in its annual 

report. This year, the chief executive officer (CEO) decided to improve the company’s annual 

report by including some CSR disclosures. He was permitted to include this in a separate 

section with in the company’s annual report, entitled, ‘CSR Disclosure’.  

As the accountant, you are required to assist the CEO in preparing this CSR disclosure report 

for the company. The disclosure is to be targeted at the shareholders.  

Consequently you will be asked: (1) to indicate the level of CSR disclosure that you would 

recommend; (2) to rank each type of CSR information (human resources, products and services, 

the community and the environment) according to how important you perceive it to be; (3) to 

indicate the percentage each type of CSR information you would recommend the company 

disclose; (4) to clarify your reasons for your choice of percentage; (5) to determine the level 

and type of CSR assurance you would recommend for the company, and finally, (6) to provide 

some general demographic information about yourself. 
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Scenario 2 

Company Background and New Disclosure Plan 

You are a financial manager/ accountant employed by X, a long-established, Islamic financial 

institution. Over the years, X has become one of the country’s leading financial institutions, 

recognised for its excellent and stable management team and its clear and focused strategy. X, 

similar to other conventional financial institutions, offers the full spectrum of innovative and 

unrivalled financial and investment services that comply with Sharia. 

Corporate social responsibility (CSR) is a voluntary initiative, where the institution accepts 

responsibility for the impact of its business practices on its human resources, products and 

services, the community and the environment. 

X has never before published any corporate social responsibility information in its annual 

report. This year, the chief executive officer (CEO) decided to improve the company’s annual 

report by including some CSR disclosures. He was permitted to include this in a separate 

section with in the company’s annual report, entitled, ‘CSR Disclosure’. 

As the accountant, you are required to assist the CEO in preparing this CSR disclosure report 

for the company. The disclosure is to be targeted at the general public. 

Consequently you will be asked: (1) to indicate the level of CSR disclosure that you would 

recommend; (2) to rank each type of CSR information (human resources, products and services, 

the community and the environment) according to how important you perceive it to be; (3) to 

indicate the percentage each type of CSR information you would recommend the company 

disclose; (4) to clarify your reasons for your choice of percentage; (5) to determine the level 

and type of CSR assurance you would recommend for the company, and finally, (6) to provide 

some general demographic information about yourself. 
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Scenario 3 

Company Background and New Disclosure Plan 

You are a financial manager/ accountant employed by X, a long-established, conventional 

financial institution. Over the years, X has become one of the country’s leading financial 

institutions, recognised for its excellent and stable management team and its clear and focused 

strategy. X, similar to other conventional financial institutions, offers the full spectrum of 

innovative and unrivalled financial and investment services. 

Corporate social responsibility (CSR) is a voluntary initiative, where the institution accepts 

responsibility for the impact of its business practices on its human resources, products and 

services, the community and the environment. 

X has never before published any corporate social responsibility information in its annual 

report. This year, the chief executive officer (CEO) decided to improve the company’s annual 

report by including some CSR disclosures. He was permitted to include this in a separate 

section with in the company’s annual report, entitled, ‘CSR Disclosure’.  

As the accountant, you are required to assist the CEO in preparing this CSR disclosure report 

for the company. The disclosure is to be targeted at the shareholders.  

Consequently you will be asked: (1) to indicate the level of CSR disclosure that you would 

recommend; (2) to rank each type of CSR information (human resources, products and services, 

the community and the environment) according to how important you perceive it to be; (3) to 

indicate the percentage each type of CSR information you would recommend the company 

disclose; (4) to clarify your reasons for your choice of percentage; (5) to determine the level 

and type of CSR assurance you would recommend for the company, and finally, (6) to provide 

some general demographic information about yourself. 
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Scenario 4 

Company Background and New Disclosure Plan 

You are a financial manager/accountant employed by X, a long-established, conventional 

financial institution. Over the years, X has become one of the country’s leading financial 

institutions, recognised for its excellent and stable management team and its clear and focused 

strategy. X, similar to other conventional financial institutions, offers the full spectrum of 

innovative and unrivalled financial and investment services. 

Corporate social responsibility (CSR) is a voluntary initiative, where the institution accepts 

responsibility for the impact of its business practices on its human resources, products and 

services, the community and the environment. 

X has never before published any corporate social responsibility information in its annual 

report. This year, the chief executive officer (CEO) decided to improve the company’s annual 

report by including some CSR disclosures. He was permitted to include this in a separate 

section with in the company’s annual report, entitled, ‘CSR Disclosure’. 

As the accountant, you are required to assist the CEO in preparing this CSR disclosure report 

for the company. The disclosure is to be targeted at the general public. 

Consequently you will be asked: (1) to indicate the level of CSR disclosure that you would 

recommend; (2) to rank each type of CSR information (human resources, products and services, 

the community and the environment) according to how important you perceive it to be; (3) to 

indicate the percentage each type of CSR information you would recommend the company 

disclose; (4) to clarify your reasons for your choice of percentage; (5) to determine the level 

and type of CSR assurance you would recommend for the company, and finally, (6) to provide 

some general demographic information about yourself. 
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Appendix 5: Experimental Survey 

Part I—Corporate Social Responsibility (CSR) Disclosure  

Q1. What level of CSR information would you advise the CEO to disclose, in an annual report 

for X? Please circle the appropriate number on the scale below, where (1) represents a low 

level of CSR disclosure and (9) represents a high level of CSR disclosure.  

1 

Low 

 Level of 

CSR 

Disclosure 

2 3 4 5 

Medium 

Level of 

CSR 

Disclosure 

6 7 8 

 

9 

High 

Level of 

CSR 

Disclosure 

 

Q2. Please rank each of the following categories related to CSR information (from 1 to 4), 

according to how important you perceive it to be for X, with (1) being the most important 

category, and (4) being the least important category.  

CSR Category Rank 

Human Resources (employees): includes information about employee 

training courses and employee development programmes etc.  

 

Products/Services (customers): includes information concerning the 

promotion of quality products/services, innovation, satisfying customers’ 

needs, and special awards for providing top quality products/services.  

 

Community Activities: includes information about engagement in social 

activities, such as sponsoring public health and educational and social 

projects and making donations.  

 

Environmental Contributions: includes information about the ways in 

which the company’s activities contribute to the environment. This includes 

such as things as conservation of natural resources (e.g. recycling), waste 

management and conservation of energy.  
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Q3. With the total amount of CSR disclosure in the annual report being 100%, what percentage 

of the total would you advise the CEO of X to allocate to each of the CSR categories below?  

 NOTE: the total of all four categories should add up to 100 %. 

 

CSR Category Percentage (%) 

Human resources (employees)  

Products/Services (customers)  

Community Activities   

Environmental Contributions   

Total 100% 

 

Q4. Please explain briefly below your reasons for allocating each particular percentage in the 

previous question. 

CSR Category Reasons for Allocation 

Human resources 

(employees) 

 

Products/services 

(customers) 

 

Community 

activities 

 

Environmental 

contributions 
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Part II—Corporate Social Responsibility (CSR) Assurance 

The aim of corporate social responsibility (CSR) assurance is to enhance the credibility of the 

CSR information provided by management in its corporate annual report. Keeping in mind that 

the cost of assurance increases as the level of assurance increases, please answer the following 

four questions: 

Q1. Please indicate the level of CSR assurance that you would recommend for X, by circling 

the appropriate number on the scale below: (1) represents a low level of CSR disclosure and 

(9) represents a high level of CSR assurance.  

1 

Low 

Assurance 

2 3 4 5 

Moderate 

Assurance 

6 7 8 

 

9 

High 

Assurance 

  

 

Q2. Please briefly explain below your reasons for choosing the particular level of CSR 

assurance in the previous question.  

 
 
 
 
 

        

 

Q3. Please indicate your preferred type of assuror for CSR information for X, by ticking the 

appropriate box, below:  

 Internal assuror (internal audit) 

 External accounting firm 

 External assuror which is a specialist in this area of disclosure 

 Mixture of internal and external assurors  

 

Q4. Please justify below your preference indicated in the previous question, in terms of the 

costs and benefits to X. 
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Part III—General information (please tick)  

1. Gender 

o Male 

o Female  

2. Age 

o 25–35 

o 36–45 

o 46–55 

o 55+ 

3. Nationality  

o Kuwaiti 

o Other (please specify) _________________  

 

4. What is the highest academic degree you have attained?  

Diploma degree  

Bachelor degree 

Master degree  

PhD degree 

Other (please specify) _________________  

5. What was your major?  

o Accounting 

o Finance 

o Management  

o Other (please specify) _____________________  

6. In which country where you awarded your academic degree? 

o Kuwait  

o Other (please specify) _________________  

7. Have you ever worked in a foreign country? 
o No 

o Yes (please specify the country) ________________ 

8. In which type of financial institution are you currently employed?  

o Islamic 

o Conventional 

 

9. What is your job title?  

o Junior staff 

o Senior staff 

o Manager 

o Other (please specify) 
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10. How many years have you been employed in the financial sector? 

o  Less than 1 year 

o 1–5 years 

o 6–10 years  

o 11–15 years  

o 16–20 years  

o 20+ years 

11. In which type of financial institution have you worked the longest? 

o Banking 

o Insurance 

o Financial service 
o Other (please specify) _________________ 

 

12. How long have you been working in your current institution? 

o Less than 1 year 

o 1–5 years  

o 6–10 years 

o 11–15 years  

o 16–20 years  

o 20+ years 

 

13. Are you aware of the concept of corporate social responsibility (CSR)? If yes, please 

specify where you learnt about it. 

o No 

o Yes (please specify) _______________ 
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14. Indicate to what extent you agree or disagree with the following five statements, by 

ticking the appropriate box from 1 to 9: (1) represents that you strongly disagree, and (9) 

that you strongly agree.  

 

 

 

 

 

 

Statement 

 

1 

 

 

2 

 

3 

 

4 

 

5 

 

6 

 

7 

 

8 

 

9 

S
tro

n
g
ly

 D
isag

ree 

 

D
isag

ree 

 

N
eu

tral 

 

A
g
ree 

 

S
tro

n
g
ly

 A
g
ree 

• I try to live my life according to 

my religious values and beliefs 

         

• My approach to life is based on 

my religion 

         

• I usually attend religious 

gatherings/events, on a regular 

basis  

         

• Most of my friends have religious 

convictions 

         

• I prefer to worship and pray with 

others 
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Appendix 6: Manipulation Check Questions 

Manipulation Check Questions 

After you read the scenario and answer the survey questions, please answer the following two 

questions: 

 

1. What type of institution is X? 

o Islamic  

o Conventional  

 

 

 

2. Which group is X. Institution targeting for its corporate social responsibility 

(CSR) disclosure? 

o Shareholders  

o The general public  
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