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Stakeholders’ conscious follow-up on companies’ operation pressured business organizations to be 
responsible for the society and environment. Companies social and environmental reporting is 
essential to ease this pressure. Despite its importance, there is no clear consensus on the motivation of 
companies for their reporting. Therefore, the aim of this study was to examine the motivational factors 
influencing social and environmental reporting from large tax payers in Ethiopia. An explanatory 
research design through quantitative research approach was employed by using both primary and 
secondary data source which was collected from 262 sampled firms in 2018. The regression result 
revealed that firm age, size, profitability, board size and industry sensitivity had a positive and 
significant influence on social and environmental reporting, whereas, leverage had a negative and 
significant impact on social and environmental reporting. This result implied that beyond the voluntary 
nature of Ethiopian companies’ social and environmental reporting, they have been using their 
reporting to legitimize their position in the society. 
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INTRODUCTION 
 
The prevailing world’s environment and impact of 
mankind on the ecology of the world at large have led to 
the increased public concern and scrutiny of operations 
and performances of companies (Agbiogwu et al., 2016). 
Businesses have bilateral impact on the environment: in 
one way it contributes to economic and technological 
advancement and in the other it causes different social 
and environmental problems such as pollution, resource 
depletion, etc. Nowadays, companies are under pressure 
to become accountable and expected to demonstrate that 
they are aware and addressing the impact of their 
operations on the environment and society in general  

(Ding et al., 2014). 
The rapid growth in business activities and increasing 

concern of societies for their environment has brought the 
need for companies to disclose their environmental and 
social activities in annual report (Agbiogwu et al., 2016). 
Theoretically, firms are expected to deal with 
environmental reporting in order to be successful and 
acceptable by different stakeholders around the 
business. Accounting scholars have used legitimacy 
theory, stakeholder theory and agency theory to articulate 
company’s relationship with the environment using social 
and environmental accounting (Reverte, 2009; Deegan,
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2002). The theoretical frameworks were intended to 
explain the existence of social contract between the 
company and different stakeholders; and breaching these 
social contracts will threaten the sustainability of the 
organization. This posits social and environmental 
accounting as a key to companies’ competitiveness and 
survival (Deegan, 2002).  

However, currently there is no universally accepted 
theoretical framework for why companies disclose social 
and environmental information (Suttipun and Stanton, 
2012; Nguyen et al., 2017). Scholars argue that 
companies reporting on social and environmental 
information should comply with the existing regulation; 
nevertheless, there is no stringent regulation compatible 
with general financial reporting. Moreover, an increasing 
number of companies are disclosing social responsibility 
activities with in voluntary framework. Existing empirical 
studies have evolved the nature of social and 
environmental reporting (SER) and captured meaningful 
substances in explaining motivational factors of SER 
(Reverte, 2009; Gray, 2006; Parker, 2005; Deegan, 
2002).  

One faction to be noted is that, most of the literatures 
were concentrated on developed nations where 
stakeholders and different regulatory bodies can exert 
high pressure on the organization for its impact on the 
environment and societies, its standard also originated 
and implemented. Cumming (2006) also suggested a 
new research area of social and environmental reporting 
by which studies should stress on creating broader 
geographical evidence across nations for the purpose of 
fully depicting its status and underlying determinants. 

In Ethiopia, the reporting system is at its infant stage 
and undergoing thorough tremendous changes. The 
financial reporting regulatory body has been focused on 
implementing International Financial Reporting Standard 
without considering sustainability reporting. On the other 
hand, the issues of environmental protection, sustainable 
development and environmental rights have been 
explicitly covered by the country’s constitution without 
handing over the monitoring responsibility to a specific 
authoritative body. Within these perplex issues containing 
non-mandatory regulation, the motivational factors for 
social and environmental reporting in Ethiopian 
companies should be investigated to influence its degree 
of improvement. Therefore, this study has identified 
factors that influenced social and environmental reporting 
among Ethiopian companies; more importantly, it has 
provided an insightful explanation for the factors by using 
different theoretical perspectives. 
 
 
LITERATURE REVIEW 
 
Theoretical review  
 
Previous studies produced diverse body of academic 

 
 
 
 
literature which explains the underlying motivational 
factors of company’s social and environmental reporting; 
however, a comprehensive theoretical framework is still 
elusive. The most dominant theories that have been used 
were legitimacy, stakeholder and agency theories 
(Nguyen et al., 2017; Suttipun and Stanton, 2012; Ali and 
Rizwan, 2013; De Burgwal and Vieira, 2014). 

Legitimacy theory provides a comprehensive 
perspective of social and environmental reporting as it 
explicitly recognizes that companies are bound by social 
contract. The theory explains this social contract as an 
arrangement in which the firms agree to perform various 
socially desired actions in return for approval of their 
objectives and other rewards which will ultimately 
guarantee their continued existence and legitimation 
(Deegan, 2002). According to Nguyen et al. (2017), an 
entity can exist when its value system is consistent with 
the value system of the larger social system in which it is 
located. Additionally, Ali and Rizwan (2013) argue that 
only legitimate company has the right to utilize society’s 
natural and human resources. This implies that 
organizations are required to respond for the changing 
expectations of the society to maintain their legitimacy 
(Woodward et al., 2001). The theory suggested that 
larger companies have to act more in response to 
reporting in order to have a greater influence on social 
expectations since they have more stakeholders than 
small companies (Ohidoa et al., 2016). 

The other theoretical perspective is stakeholder theory, 
which divides the whole society into groups called 
stakeholders. It is more oriented to managerial tool for 
managing the informational needs of the various powerful 
stakeholder groups (shareholders, suppliers, customers, 
employees, general public, government and others) 
(Nguyen et al., 2017). This makes it in some way different 
from legitimacy theory in which, legitimacy theory 
discusses the expectations of society in general (Ali and 
Rezwan, 2013). Stakeholder theory states that all 
stakeholders are concerned with the environmental 
performance of the company but different stakeholders 
will have different views on how an organization should 
conduct its operations. Therefore, reporting is considered 
as a dialogue between the company and its stakeholders 
for negotiating this different social contract with each 
group of stakeholders (De Burgwal and Vieira, 2014). 

Finally, agency theory deals with the relationship of 
firms with various economic agents who act 
opportunistically within efficient markets. In agency 
relationships, management is required to provide periodic 
reporting on the performance of the company to its 
principal and then, performance of management is 
assessed by the principal based on the report that has 
been submitted. Through this assessment, reporting can 
serve as a means of accountability and transparency of 
management performance to the principal in determining 
debt contractual obligations, managerial compensation 
contracts or implicit political costs (Reverte, 2009). In the  



 
 
 
 
corporate annual financial statement, there is additional 
information on corporate responsibility in environmental 
aspect. However, company’s environmental reporting and 
its accountability are based on fulfilling the principal's 
desire (Wahyuni and Mahmud, 2017). The contract 
between principal and agent is under the assumptions of 
short-termism, utter selfishness and utility maximization 
(Gray et al., 2014). This assumption limits the scope of 
relevant social and environmental reporting as well as its 
intended purpose; so far, principals mainly creditors 
might sit uncomfortably with more investment on the area 
which they believe will return evasive market advantage. 
On the other hand, there is a belief that social and 
environmental reporting helps organizations to attract 
new investors and obtain financing at a lower cost (Jizi et 
al., 2014). 
 
 

Empirical review and hypotheses development 
 

The discussed theories have different perspectives on 
the same issue and viewed as complementary in 
explaining social and environmental reporting. Previous 
studies have also used different theoretical approaches 
to explain the factors that influence social and 
environmental reporting of firm’s indifferent part of the 
world (Hussainey et al., 2011; Nguyen et al., 2017; Esa 
and Anum Mohd Ghazali, 2012). Therefore, based on the 
reviewed literatures and the stated theoretical 
frameworks, the current study has formulated hypotheses 
to explain the factors that influence social and 
environmental reporting practice of companies as the 
following. 

Legitimacy theory is concerned with the whole public 
and consequently companies that are deemed to be 
more highly exposed to public scrutiny are subject to high 
pressure on their social and environmental activities from 
the public, consumer, employees, and government 
regulatory bodies. Larger companies and older firms are 
more likely dominant in the society and thus these 
companies are expected to have larger and diversified 
stakeholders in their product market and across 
diversified geographical area (Knox et al., 2006; Aerts et 
al., 2006). Consequently, they will be highly visible for 
social activists or regulators and thus they will use social 
and environmental reporting as a way to enhance their 
legitimacy through establishing their social responsibility 
credentials which will reduce the pressure of public 
scrutiny (Wachira, 2017; Ohidoa et al., 2016).  

Moreover, older firms are more likely to be bigger firms 
and for them the cost and ease of gathering information 
is less than the small and young companies, their 
accounting system is relatively effective; so participating 
and reporting social and environmental practices will be 
less costly than that of small firms (Nguyen et al., 2017). 
From an empirical perspective, various studies have 
found both firm age and size have a positive influence on  
social and environmental reporting (Welbeck et al., 2017; 
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Kansal et al., 2014; Dyduch and Krasodomska, 2017; De 
Burgwal and Vieira, 2014; Reverte, 2009). Hence, the 
first two hypotheses are developed as follows: 
 

H1: There is a positive and significant relationship 
between firm size and social and environmental 
reporting.  
 
H2: There is a positive and significant relationship 
between firm age and social and environmental reporting. 
 

According to stakeholder theory, profitable firms are more 
motivated to satisfy the information needs of the 
stakeholders (Ismail and Chandler, 2004). There can be 
several underlying explanations for this positive 
relationship. According to Pirsch et al. (2007), profitable 
firms have the necessary economic means to practice in 
social and environmental reporting, since companies with 
less economic resources are expected by their owners to 
focus on activities that have more direct return for the 
company. The other explanation was a management that 
has the knowledge to make a company profitable will also 
have the knowledge and understanding of social 
responsibility (Adda et al., 2016). Moreover, managers in 
more profitable companies disclose social and 
environmental information in order to support their own 
position and compensation (Fernandez, 2016). 

However, previous empirical studies revealed a mixed 
result in regard to the relationship between social and 
environmental reporting with profitability (De Burgwal and 
Vieira, 2014; Hussainey et al., 2011; Welbeck, 2017; 
Dyduch and Krasodomska, 2017). Based on reviewed 
literatures, the study presumed that more profitable firms 
want to keep their social contract to maintain their place 
in the eye of their immediate stakeholders (that is, 
supplier and customers), the public as a whole and then, 
they will focus more on social and environmental 
reporting. Accordingly, to test this argument the following 
hypothesis was formulated: 
 
H3: There is a positive and significant relationship 
between firm profitability and social and environmental 
reporting. 
 
Leverage is another factor used in the literature to explain 
social and environmental reporting. The agency 
argument stated that, highly leveraged firms are more 
likely to voluntarily disclose more information (Jensen 
and Meckling, 1976). In line with this theory, Naser and 
Hassan (2013) evidenced that a company with higher 
debt to equity ratio disclose more detailed information 
than company with low leverage in order to satisfy the 
need and requirements of lenders. However, according to 
Wahyuni and Mahmud (2017), the disclosed information 
is based on the desire of the principal which positioned 
reports of social and environmental information on the 
willingness of creditors and shareholders. In line with this,  
there is also an argument which states that highly levered 
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firms face financial difficulties; thus, it is difficult for them 
to invest in social and environmental reporting which has 
no short-term financial return (Chiu and Wang, 2015). On 
top of these arguments, most research findings inclined 
to the negative relationship of leverage and social and 
environmental reporting (Purushothaman et al., 2000; 
Brammer and Pavelin, 2008; Chiu and Wang, 2015). 
Therefore, this study has developed the following 
hypothesis: 
 
H4: There is a negative and significant relationship 
between firm leverage and social and environmental 
reporting. 
 
Board size is another attribute which was frequently used 
as explaining factor of social and environmental reporting 
studies. Larger board size can help boards to overcome 
skill insufficiencies in making more flexible disclosure 
related to future earnings (Dyduch and Karasodomska, 
2017). Studies by Siregar and Bachtiar (2010) and Esa 
and Anum Mohd Ghazali (2012) confirmed that as the 
number of board member increases, the extent of social 
and environmental reporting also increases 
simultaneously. In the current study, the assumption was 
when the board size is larger, then the members will 
more likely be versatile than a smaller one because they 
have expertise from various disciplines that optimally 
mobilize resources from the social contract. Based on the 
mentioned reasoning the following hypothesis was 
developed: 
 
H5: There is a positive and significant relationship 
between firm board size and social and environmental 
reporting. 
 
Both legitimacy and stakeholder theory stated that 
sensitive industries are considered to feel a great 
pressure from society or certain stakeholders to provide 
environmental information and thus, they are more likely 
to disclose this information to avoid a legitimacy gap 
between society and corporate operations (De Burgwal 
and Vieira, 2014). Environmentally sensitive industries 
are referred to industries whose activities affect the 
environment directly (like: mining, chemical, and 
manufacturing) (Reverte, 2009). Since, firms in sensitive 
industries have a direct and visible effect on the 
environment and will face a great pressure to comply with 
strict environmental regulations. Otherwise, stakeholders 
(NGOs, government and the general public) and 
especially investors may assume that the social contract 
is breached (Clarkson et al., 2008; Brammer and Pavelin, 
2006). Most results of previous studies (Reverte, 2009; 
Bayoud and Kavanagh, 2012; Naser and Hassan, 2013; 
Dyduch and Karasodomska, 2017) support the 
aforementioned argument. Thus, the current study has 
also developed the following hypothesis: 
 

H6: There is a positive and significant relationship 

 
 
 
 
between industry sensitivity and social and environmental 
reporting. 
 
 
METHODOLOGY  

 
Study design 

 
This research has adopted explanatory research design with 
quantitative research approach to identify the causal relationship 
between environmental reporting and factors that can influence 
social and environmental reporting of large tax payer companies in 
Ethiopia. The study has utilized both primary and secondary data. 
The primary data has been collected through structured 
questionnaire which included both closed and open-ended 
questions. The closed ended questions were used to collect 
categorical data, whereas the open-ended questions have been 
utilized for enabling the respondents to provide a detail of self-
expression that deals with environmental disclosure. On the other 
hand, audited financial statement of the sampled companies was 
used as secondary data. 

The target populations of this study were large tax payer’s 
companies in Ethiopia. According to Ethiopian Revenue and 
Custom Authority (ERCA), there were 1050 large tax payer 
companies1 during the study period (2018). Out of the total 
population, 290 sample size was determined using Yamane (1967) 
formula. However, as the response rate was 90.3%, only 262 
companies were considered as subject for the analysis. 

 
 
Model specification and variable measurement    

 
In order to investigate factors that affect social and environmental 
reporting, the study used binary logistic regression model. The 
binary logistic regression model was selected due to the nature of 
the dependent variable (categorical variable) with having only two 
categories (disclosing companies and non-disclosing). To capture 
the phenomena in a mathematical form: 

 
Yi=βXi+Ui                                                                        (1)  

 
where Yi is the observed response for the ith firm which had SER or 
not. Xi is a set of independent variables such as age, size, 
profitability, leverage, board size and industry’s environmental 
sensitivity. 

Yi will be equal to one when a company employs SER and zero 
otherwise. This means that: Yi=1 if Xi is greater than or equal to 
critical value, X* and Yi=0 if Xi is ≤ critical value, X*. It is important to 
note that X* represents the combined effects of the exogenous 
variables Xi at the threshold level. Equation 1 represents a binary 
choice model involving the estimation of probability of a company 
reporting social and environmental information (Y) given a set of 
factors (X) which are exogenous to the companies. In mathematical 
notation, this is shown as: 

 
P(Yi=1) =F(β’Xi)                                                                           (2) 

 
P(Yi=0) =1−F(β’Xi)                                                                         (3)  

 
The logit model used a logistic cumulative distributive function to 
estimate P as follows: 
 

                                                           
1According to ERCA companies are classified as large taxpayers when they 
have annual turnover (revenue) more than 37 million Ethiopian birr.   
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Table 1. Measurement of variables. 

  

No. Variable  Measurement  

1 Social and environmental reporting Dummy variable (1 if firm is reporting social and environmental information, 0 if not) 

2 Size  Log of total asset  

3 Profitability  Return on asset (Net income/Total asset) 

4 Financial leverage  Debt ratio (Total debt to total asset) 

5 Industry environmental sensitivity  Dummy variable (1 if firm is exposed to environmental problem, 0 if it is not) 

6 Board size  Number of board member  

7 Firm Age  Number of years until study data were collected  

 
 
 
Table 2. Descriptive statistics for both dependent and independent variables. 
  

Variable AGE SIZE LEV PROF BS SER IS 

Mean  20.927 6.155 0.597 0.063 6.778 - - 

Maximum  63 9.953 1.764 0.290 9 - - 

Minimum  6 1.500 0.031 -0.027 3 - - 

Std. Dev.  7.073 2.315 0.358 0.074 1.326 - - 

Frequency for score=1 - - - - - 186 167 

Percentage - - - - - 70.99 63.74 

Observation  262 262 262 262 262 262 262 

 
 
 

               (4) 

 

              (5) 

 
The probability model is a regression of the conditional expectation 
of Y on X which results in: 
 
E(Y│X) =1(F(β’Xi) +0(1−F(β’Xi)) =F(β’Xi)               (6) 
 
Assuming that, when the model is nonlinear, the parameters could 
not necessarily be the marginal effects of the various independent 
variables. The relative effect of each of the independent variables 
on the probability of reporting social and environmental information 
is obtained by differentiating Equation 6 with respect to Xij which 
results in: 
 

= F(β’Xi) (1- F(β’Xi)) β               (7) 

 
Then, the model was estimated by using the maximum likelihood 
method. To analyze the relationship between SER and motivational 
factors, the estimated empirical model is: 
 

P(SER=1/X) = β0 +β1 AGEi+ β2 SIZEi + β3 PROFi - β4 LEVi + β5 
BSi + β6 ISi + Ui                                                                                                                        (8) 
 
where SERi = social and environmental reporting of company I, 
AGEi= age of company i, SIZEi= size of company i, PROFi= 
profitability of company i, LEVi= leverage of company i, BSi = board 
size of company i, ISi= industry environmental sensitivity of 
company i, β0 = Constant (intercept), β1, β2… β6 = slope 
coefficients of independent variables, and Ui = the discrepancy 
term. 

RESULTS AND DISCUSSION  
 
Descriptive statistics  
 
From the sampled companies, 70.99% were reporting 
their social and environmental practice (Table 1). 
Moreover, out of the sampled companies, 63.74% were 
engaged in either in mining or agriculture or 
manufacturing industry and thus, they were considered 
as sensitive industry for the environment. The mean 
value of age, size, leverage, profitability and board size 
were 20.93, 6.155, 0.597, 0.063 and 6.78, respectively. 
The minimum and maximum value of age was 6 and 63, 
respectively. Then, these results had shown a bigger 
variability among the sampled companies (Table 2). 
 
 
Correlation analysis among variables 
 
To observe SER association with the motivational factors 
and ascertain whether the independent variables were 
not highly correlated with each other, Pearson correlation 
matrix was employed. As it was illustrated in Table 3, 
social and environmental reporting had a positive linear 
relationship with all explanatory variables except leverage, 
which had a negative relationship. The values of 
correlation coefficient for independent variables were all 
below the recommended threshold (0.8) by Gujarati and 
Porter (2003). Furthermore, the VIF (Table 4) also 
confirms that there is no evidence of multi-collinearity.
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Table 3. Pearson correlation matrix. 
 

Variable  SER AGE SIZE PROF LEV BS IS 

SER 1       

AGE 0.70 1      

SIZE 0.54 0.39 1     

PROF 0.29 0.22 -0.14 1    

LEV -0.46 -0.32 -0.40 0.11 1   

BS 0.60 0.40 0.54 -0.02 -0.33 1  

IS 0.53 0.40 0.16 0.17 -0.12 0.30 1 
 
 
 

Table 4. VIF statistics. 
  

Variable  VIF 

Size 1.651 

Prof 1.164 

levge 1.278 

Bords 1.585 

Insest 1.253 

Age 1.582 
 
 
 

Regression results  
 
The study had employed a logit regression model. 
Heteroscedasticity problem was expected since the 
collected data were cross-sectional. To test 
heteroscedasticity problem, the study used the following 
hypothesis: 
 
Ho: λ LR=2[Log Lu-LogLr] > critical value at 5 % 
significance level, Heteroscedasticity 
Ha: λ LR=2[Log Lu-LogLr] < critical value at 5 % 
significance level, no Heteroscedasticity 
 
where log Lu is the value of unrestricted log-likelihood 
function and Lr is the value of restricted log –likelihood 
function. λ LR had a distribution with n degrees of 
freedom where n is the number of independent 
restrictions. The LR statistics of testing the null 
hypothesis of homoscedasticity assumption is given by:    
 
LR =2[Log Lu- Log Lr]  
 
where Log Lu is the maximized value of unrestricted log-
likelihood function and Log Lr or the maximized value of 
restricted log-likelihood function estimated only with 
constant term. In this model, the value of the log-
likelihood with only constant term (restricted log-
likelihood) was -157.78164 and the maximized log-
likelihood value of full model (Unrestricted log like hood) 
was -20.117624. Therefore, the result of the test for the 
model is shown as: 
 
LR =2[-20.117624-(-157.78164)] =275.328032 

 
The critical value of Equation 6 is 12.5916 at 5% 
significance level. Thus, the LR exceeds the critical 
value, which implies that the model has 
heteroscedasticity problem. Thus, in order to correct such 
problem, robust standard errors estimation was 
employed.  

The model was statistically acceptable as 87.25 of the 
variation explained in the logit model (Table 5). The Chi-
square test showed that the model was significant at 1%, 
which in turn declared the overall model was a good fit 
with p-value of 0.0000. The regression result showed 
age, size, profitability, board size and industry’s 
sensitivity had a significant positive impact on social and 
environmental reporting of companies, whereas leverage 
had a negative effect.  

A positive impact of age, size and industry’s sensitivity 
on Ethiopian companies’ engagement in reporting of their 
social and environmental information were as expected, 
which then indicated that when a company gets older or 
bigger or environmentally sensitive, they were more likely 
to report their social and environmental practice. Given 
that these explanatory variables were more related with 
social visibility; firms wanted to be perceived as a good 
company for the society and gained a public confidence 
by disclosing their social and environmental information 
which in turn maintains their social contract; keeping their 
dominancy and enabled them to minimize evil eye on the 
company (Reverte, 2009; Knox et al., 2006; Aerts et al., 
2006; Wachira, 2017; Ohidoa et al., 2016; De Burgwal 
and Vieira, 2014; Naser and Hassan, 2013). According to 
these results, legitimacy theory was relevant for Ethiopian 
companies, because they have reported to sustain their 
legitimacy or to avoid a legitimacy gap between the 
society and firm’s operation. 

The impact of profitability on companies social and 
environmental reporting was significantly positive, which 
implied that when Ethiopian companies were more 
profitable, they would be more ambitious for satisfying the 
information needed of their stakeholders; especially 
stakeholders who were in control of the important 
resources of the firm. This result is in line with stakeholder 
theory and previous studies (Adda et al., 2016; Pirsch et 
al., 2007), which confirmed that profitable firms have 
more economic resource to invest in building their  



 
 
 
 
reputability and maintain their position in addition to 
investing on activities which had direct return like those 
with a less profitable companies do. 

On the other hand, this study revealed that leverage 
had a negative significant effect on Ethiopian companies’ 
social and environmental reporting which then implied 
that unlevered firms reported more environmental-related 
information than levered firms. This finding also 
suggested that, when companies in Ethiopia were more 
levered, their creditors can exert much pressure on them 
to participate in investment activity which has more direct 
financial return. Therefore, even if agency theory stated 
that levered firms have more disclosure than less levered 
one for minimizing the agency cost, the reporting of 
levered firms was not inclined to social and environmental 
information, which was similar to the findings of Wahyuni 
and Mahmud (2017), Reverte (2009) and Dyduch and 
Kasodomska (2017). 

Finally, board size had a significant positive impact on 
social and environmental reporting. This result indicated 
that when board size became larger in Ethiopian 
companies, they were more likely to have expertise who 
were capable of observing the bilateral nature of 
companies’ relationship with its environment from various 
angle. The result was in line with finding of Siregar and 
Bachtiar (2010) and Esa and Anum Mohd Ghazali (2012) 
which reported that, as the number of board member 
increased, the social and environmental reporting could 
also have moved in the same direction.  
 
 

Conclusion  
 

In Ethiopia, there was no regulatory body for social and 
environmental reporting and thus, around 71% of 
sampled companies were reporting their social and 
environmental information during the study period but 
such figure was obtained due to companies were 
engaged through voluntary framework. Hence, the study 
was aimed to investigate the motivational factors 
influencing reporting of social and environmental 
information voluntarily among large tax payer companies 
in Ethiopia. Accordingly, the result of the study would be 
helpful for different stakeholders to design any policies or 
regulation to sustain the companies reporting practice 
and increase quality and quantity of social and 
environmental information provided for the public. 

The result of the study also evidenced that size, age 
and industry’s sensitivity were positively affected by the 
social and environmental reporting practices of Ethiopian 
large tax payer companies. This indicates socially visible 
companies were more involved in reporting their social 
and environmental practice. Ethiopian companies 
voluntarily reported their social and environmental 
reporting for enhancing their position and image in the 
society, legitimizing their activity and mitigating the 
negative impact of their operation to the environment. 

 Profitability of companies also positively affected their 
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social and environmental reporting. This indicated that 
profitability can relax companies’ investment decision, 
even if that investment enhances companies’ evasive 
advantage. Then, it implied that profitable companies 
could use their reporting to sustain their profitability and 
maintain their social contract. Moreover, it is obvious that 
engaging in social and environmental reporting has its 
own cost and as a result of this cost, a decision to report 
social and environmental practices could be hard for any 
manager without a direct observable return. Therefore, 
profitable companies have futuristic manager who has 
knowledge of its social responsibility in addition to making 
the company profitable.  

Moreover, the result of the study has indicated that 
board size positively affected social and environmental 
reporting. This is an indication of board member’s 
expertise is important for organizations involvement in 
social and environmental reporting. It is also known that 
board members are among the top supervisor of the 
organization and when larger member of expertise 
combined together it can result in a greater social 
responsibility. The other finding of this study evidenced 
that leverage impacted negatively the social and 
environmental reporting. This in turn implied that 
companies’ indebtedness caused inflexibility to engage in 
social and environmental reporting as a result of creditors 
orientation towards companies’ short-term return. 

Finally, this study majorly depends on firm 
characteristics that lead to social and environmental 
reporting; however, it believed that there are also other 
external factors which might contribute for their voluntary 
reporting. Future study on the problem area can go 
though both firm characteristics and other external factors 
(such as local and international level regulation, 
accounting standard, and others). Furthermore, the 
absence of common accepted standard for social and 
environmental reporting makes it difficult to go through 
the content of companies reporting. Therefore, dummy 
variable was used to measure the social and 
environmental reporting of Ethiopian companies. With 
this respect, further study is recommended to use content 
analysis in order to draw better conclusion.  
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