
1 
 
 

Does media coverage influence Corporate Community 

Involvement  disclosures? 

Kemi Yekini, Ismail Adelopo and Sina Yekini  

Abstract  
 

 

This study uses the lenses of the stakeholder and the media agenda-setting theories to 
investigate the impact of community expectations on Corporate Community Involvement 
disclosures (CCID) in the annual reports of UK listed companies. Using content analysis and a 

panel study approach, we find no significant support for CCID/community expectation 
relationship even after controlling for the effect of firm-specific characteristics and CG 
variables.  These findings may imply that CCID is rather encouraged because it 
enhances corporate reputations to the advantage of both managers and all 
stakeholders other than the community alone. Consequently, all parties are 
encouraged to support CCID initiatives.  
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1. Introduction and context 

Corporate community involvement (CCI) has been defined as the participation of businesses in social 

initiatives in a bid to meet the needs of the communities in which they operate (Moon & Muthuri, 2006). 

They asserted that CCI is far more than donations to charities but includes granting local people and 

organisations access to company’s equipment or infrastructure, human resources and business activity. It 

includes committing significant time and company’s resources to community projects. KPMG (2005), in 

their survey, documented that most reports on community involvement include programmes aimed at 

improving health and education, employee involvement (volunteering), HIV/AIDS prevention and 

donation of money to good causes. They noted that many organisations donated money and services to 

help victims of the terrorist attack on New York and Washington. Furthermore, corporations provide 

support within their core competences, for example, the United Parcel Service (UPS) uses its existing 

resources to deliver humanitarian aid to refugee camps and to victims of hurricanes and tornadoes (Hess, 

Rogovsky, & Dunfee, 2002).  Other examples include the donation of computers and IT expertise to 

schools by Intel and IBM.   

The evolution of CCI 

Historically, CCI was one of the strategies adopted for economic and social regeneration by the UK 

government between the late 1940s and early 1960s (Tallon, 2010). Although philanthropic activities in 

the UK, pioneered by names such as Cadbury, Unilever, Marks and Spencer and Rowntree, dated back to 

the 19th century, it declined drastically due to the effect World War II had on these organisations as well as 

the economy as a whole (Bush, Grayson, Jordan, & Nelson, 2008:6-9). Therefore, to counteract some of 

the devastating effects of the war, such as poverty, unemployment and homelessness, various national 

governments including that of the UK, introduced urban regeneration policies such as community 

development (Bush et al. 2008; Tallon, 2010). Even though the UK government had focused attention on 

the most disadvantaged groups/people (Gilchrist, 2003), businesses were encouraged to get involved with 

community development with the intention of increasing the rate of industrial and economic growth 
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throughout Britain (Moon & Muthuri, 2006). Consequently, corporations moved from philanthropic 

activities prior to World War II, to actual involvement in community development (Bush et al. 2008).  

 

In addition, various organisations including the Community Development Foundation, the Royal Institute 

of British Architects, Community Architecture Group, Business in the Community and the Association for 

Community Technical Aid Centres, were created in the UK to influence various development programmes 

affecting their local communities. In their early years, these organisations devoted their efforts to 

structuring CCI towards the regeneration and development of local communities (Bush et al. 2008). 

However, in recent times there has been much debate on whether regeneration policies such as CCI have 

had any serious impact on the targeted areas/communities (Dodds, 2011). This is borne out of the fact 

that corporate competitions seemed to have evolved into a new form with the addition of corporate 

citizenship and corporate responsibility (Hess et al. 2002). Nevertheless, as competition took a new turn in 

the market place, a company’s ability to have competitive advantage now depends on their ability to 

adjust to the new trend.  

 

Consequently, in the spate of global desire for morality and social responsibility in industries, businesses 

were oblige to respond to the increasing demand for a high standard of corporate behaviour to 

stakeholders and as a result had to develop various CSR programmes. Accordingly, CCI became 

incorporated into CSR programmes and are managed as part of CSR activities/initiatives (Moon & Muthuri, 

2006). Furthermore, as consumers were prepared to trade-off their desire for low-priced goods with 

products of socially responsible organisations, managers’ responsibility to maximise shareholders’ wealth 

went beyond the traditional strategy of increasing profit or improving product quality to also providing 

responsibility obligations applicable to the industry, since failure to do this may hinder their efforts to 

maximise shareholders’ wealth (Dunfee, 1998). In other words, to achieve the value maximisation 

objective, management can no longer ignore the interests of the other stakeholder groups (Jensen, 2001).   
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Moreover, the KPMG (2005) survey indicated that the content of CSR reports in the early 1990s has been 

on environmental, health and safety and employee concerns, but now covers community involvement 

among other things. The survey emphasised that CSR disclosure has moved from mere reporting of 

financial information in compliance with regulatory standards to reporting information considered 

relevant and material to the organisations’ stakeholders. In this way the stakeholders will appreciate the 

moral justification for CCI programmes undertaken by the company and be able to compare them with 

their competitors. Thus, the managers are assured of not only building a good reputation for the 

corporation among its investors, but also of furthering its competitive advantage in the market place. To 

this end one may argue that today CCI disclosure could be a communication strategy adopted by 

corporations either as a form of measuring as well as signalling their CCI achievements in a bid to enhance 

reputation and thus maximize shareholders’ wealth or a way of paying lip service to the course of CSR 

expectation from the  society (Yekini & Jallow, 2012). 

 

Therefore, one may argue that reporting CCI in annual reports along with other CSR activities goes beyond 

satisfying the information need of the local communities benefiting from the community activities, it may 

include accommodating shareholders’ concerns about corporate social initiatives amidst worries that 

some of such activities conflicts with shareholders’ interest of profit maximisation. Arguably therefore, 

reporting CCI activities might be as a result of managers being under pressure to bridge the information 

gap (with financial stakeholders) and also prove the moral justification for community programmes. It may 

also be to show their moral responsibility by reporting on the impact of their operation on the community 

and the social activities undertaken by the company, while concurrently stating the cost and the benefits.  

The question being asked by this paper is whether such CCI-related activities are performed randomly or 

in line with the expectation of the community concerned. Hence do CCI-related activities target particular 

community concerns or are they strategically designed and directed to promote the corporate goals of 

corporations or to enhance corporate reputations? Liu, Eng, & Ko (2013) argued that the community 

stakeholder regard good CCI-related activities not only as business obligation by corporations but also as a 
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way of measuring the corporations contribution to developments within their community of operation. As 

media are perceived to shape public opinions, priorities and expectations rather than mirroring them 

(O’Donovan, 1999; Deegan et al., 2002), this study adopts the media as a proxy for community-

stakeholder expectation. Therefore, through the lenses of the stakeholder and the media agenda-setting 

theories, this research aims to investigate the impact of community expectations (as measured by the 

media coverage on community issues) on the extent of corporate community disclosures in 

annual report.  

 

Volume of CCID was measured using word count as the unit of measurement, while community 

expectation was measured by number of articles on community issues published in print media. The study 

found no significant support for CCID/community expectation relationship after controlling for the effect 

of firm-specific characteristics, such as size, profitability and so on; and corporate governance variables 

such as board activities and audit committee activities. This finding implies that the disclosure of CCI in 

annual reports is rarely influenced by community expectation measured by print media coverage on 

community issues.  

 

This paper can be distinguished from the wealth of the extant studies in two ways. Firstly, we depart from 

the existing scholarships which have either examined the nexus between CSR and disclosure as a whole 

(Ingram, 1978; Abbott & Monsen, 1979; Anderson and Frankle, 1980; Cowen et al., 1987; Epstein and 

Freedman, 1994) or concentrated on particular categories of CSR information, such as: human resources 

disclosure (Elias, 1972; Acland, 1976; Hendricks, 1976; Lim & Dallimore, 2002); environmental and 

pollution disclosure (Belkaoui, 1976 and 1980; Freedman and Jaggi, 1986), while empirical work on CCID 

as a component of CSR was not documented among the earlier works on CSRD at all. CCID as a CSR theme 

may be influenced by community expectation following the insights from the stakeholders and media-

setting theories. Secondly, most of the studies mentioned above used cross sectional data sets only 

(Adams et al., 1998; Deegan, Rankin and Voght, 2000) or longitudinal only datasets (Campbell, 2000; 
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Watson, Shrives and Marston, 2002). Also, they were often analysed with nonparametric techniques. 

Nonparametric techniques are generally less efficient than parametric methods even where normally 

distributed data is obtained (Bryman & Bell, 2007; Dougherty, 2007; Bryman, 2008a; Saunders et al. 2009). 

We analysed the nexus between CCID and community expectation using advanced parametric techniques 

(i.e. panel data regression models). Vickers (2005) produces evidence that parametric techniques give 

more efficient results than their nonparametric equivalents. We also robustly checked our results with the 

techniques used by the previous studies. 

 

The rest of the paper is structured as follows: the next section provides a brief review of two applicable 

theoretical foundations for the study, the stakeholder theory and the media agenda-setting theory. 

Section three describes in detail the methodology adopted for the study. The findings are discussed in 

section four while section five summarises and concludes on the study.  

 

2. Theoretical Underpinnings 

2.1. Stakeholder theory 

In the literature, (Altman, 2000; Cooper & Owen, 2007; Neville, Bell, & Mengüç, 2005; Rowley & Berman, 

2000; van der Laan Smith, 2005) stakeholder theory has been used extensively to explain or support 

specific organisational behaviour and responses to their stakeholders and vice versa. It has been used to 

give theoretical support for the effective evaluation of CSR performance and disclosures and also forms 

the foundation for understanding the relationship that exists between a corporation and its different 

stakeholders (Clarkson, 1995; Mitchell, Agle, & Wood, 1997; Rowley & Berman, 2000; Wood & Jones, 

1995).  

 

Donaldson & Preston (1995) identified three types of uses: descriptive/empirical, instrumental and 

normative. They argued that stakeholder theory may be applied as a guide by managers in the 

management and operation of the corporation in such a way that the corporation is viewed as an 
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“organisational entity” where all stakeholders benefit from the operation of the entity (descriptive use). 

On the other hand, an execution of a policy in order to avoid or achieve a specific reaction from the 

stakeholders is referred to as instrumental application of the theory, while the normative application is 

where the corporation is seen as an ethical entity where things are done because it is the right thing to do 

(Donaldson & Preston, 1995; 70-72). This paper focuses on whether corporations are engaged with the 

instrumental or the normative application of the stakeholder theory. Altman (2000) asserted that the 

corporations’ responsibility to its community includes the improvement of the quality of life in its cities 

and towns, for its employees and for the immediate area around its field of operation, and, potentially, for 

the groups or individuals that could be harmed by its operations.  

 

Wood and Jones (1995:241) pointed out that, in order to achieve a better understanding of the 

legitimisation process, the question: “to whom does corporate social performance make a difference?” 

must first be answered.  They described this as the missing link in understanding the overall relationship 

between corporations and society in CSR disclosures studies. Nevertheless, they opined that 

understanding the CSR disclosures phenomenon from a stakeholder’s perspective involves identifying the 

particular stakeholder group involved. They therefore proposed a corporation/stakeholder model, where 

multiple stakeholders’ expectations, effects, evaluations and behaviours are well defined. This would 

allow for a better understanding of how the relationship between the corporation and the stakeholder 

arises in the first place and what led to the expectation gap being addressed by management through 

disclosures. The knowledge of such a relationship would lend itself to the development of relevant 

measures of investigation while taking into consideration the role of the stakeholder in setting 

expectations, experiencing the effect and evaluating the outcome (Wood and Jones, 1995).  

 

Following from the above discussions, to adequately establish the place of stakeholder theory in this 

study, the role of the community in the stakeholder system will have to be viewed through the lens of 

Wood and Jones’s (1995) model as illustrated below: 
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Figure 1: Corporation/Community Stakeholder Relationship  

 
Source: Adapted from “Stakeholder Mismatching: A theoretical problem in Empirical Research on Corporate Social Performance” Wood and Jones 
(1995). 

 
Figure 1 above shows that the role of the community stakeholder in the stakeholder system is first and 

foremost to set the expectation gap. This is addressed by management through corporate actions and 

disclosures. The community then experiences the effect of corporate action and evaluates the outcome. 

This would help build a good relationship between the corporation and its community as the community 

feels the effect of corporate actions and is able to evaluate how well their expectations have been met. 

Freeman (1997) describes the relationship between corporations and their stakeholders as ‘give-and-

take’. The corporation enjoys loyalty from the community stakeholder in return for meeting the 

expectations of the community. That is why a company receives negative reaction for any failure 

perceived by its stakeholders and vice versa (Chan & Milne, 1999; Rowley & Berman, 2000).  

 

Consequently, it is the aim of this paper to establish whether the decision to disclose CCI in annual reports 

is driven by the obligation to communicate to the community that a particular community concern or 

expectation has been met. However, it will be interesting to know how stakeholders’ concerns and 

expectations are being shaped, hence, the relevance of the media-agenda-setting theory. 
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2.2. Media agenda-setting theory 

To set the expectation gap, the community needs to be aware of that gap or concern. Previous studies 

(Ader, 1995; Brown & Deegan, 1998; O’Donovan, 1999; Deegan, Rankin & Tobin, 2002) have shown that 

such awareness is usually brought about by the media. This is the media agenda-setting theory. The 

theory postulates that the attention the media gives to a particular issue could lead to community 

concern and expectation (Deegan et al., 2002). Accordingly, Deegan et al. (2002) asserted that the “media 

are not seen as mirroring public priorities; rather they are seen as shaping them”. Furthermore, Ader 

(1995) argued that the public require the media to inform them of the importance of an issue to help 

them form their opinion. In other words, the awareness of an issue through the media would precede the 

setting of expectation. For instance, Ader (1995) found that media coverage on pollution has an effect on 

the importance attached to it by the public. O’Donovan (1999) found that management is aware that 

media publicity can impact on public perception and therefore uses disclosure in annual reports to shape 

public perception. Similarly, Deegan et al. (2002) found that the issues that attracted the largest media 

coverage also represented the largest disclosed issues in BHP annual reports between 1983 and 1997.  

They argued that these issues attracted such a level of disclosures because management perceived that 

the issues have generated community concerns to which management is obliged to respond.  

 

Against this background, this paper argues that the media should represent a good measure of 

community-stakeholder expectation since the awareness of the community-stakeholder group to 

concerns within the community are likely to be influenced by media coverage on such issues. Therefore, a 

positive relationship is expected if CCI is disclosed in the annual reports in response to community 

expectations, all other things being equal. Consequently, the main hypothesis to be tested in this study, in 

the null form, is as follows: 

 
 H1: There is no statistical relationship between volume of CCID (VOLCCID) and 
community expectation measured by media coverage on community issues 
(COMNEWS).  
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3. Methodology 

3.1. Sample and Data 

For the purpose of this research, the main variables of interest are the volume of CCID and community 

expectation. Volume of CCID was measured using word count as the unit of measurement, while 

community expectation was measured by number of articles on community issues published in print 

media. Financial data were collected from the Thompson Reuter DataStream and occasionally from the 

annual reports where this was not available on the DataStream, while news media data were collected 

from the LexisNexis Library.  

 

Data was collected from a total of 80 companies’ annual reports over a ten-year period from 2003 to 2012 

(inclusive), giving a total of 800 observations. These companies were selected from FTSE350 index and all 

data collected were of a panel nature – that is, both cross-sectional and longitudinal. A panel dataset 

offers the advantage of controlling for any unobserved heterogeneity that could also affect community 

disclosures, which could otherwise be omitted if solely cross-section or time series only data were used 

(Lazarsfeld & Fiske, 1938). We collected and processed our data using content analysis. Krippendorff 

(2004:18) defined content analysis as a research technique that can be used “for making replicable and 

valid inferences from texts ... to the contexts of their use”. A number of studies, (Beattie et al, 2004; Gray 

et al, 1995a; Guthrie et al, 2004; Hackston & Milne, 1996; Milne & Adler, 1999; Hooks & van Staden, 2011) 

have used content analysis both as a method of collecting and analysing data. This method has been used 

in diverse ways to analyse narrative contents in annual reports. These include: sentence count (Hackston 

& Milne, 1996; Deegan, Rankin, & Voght, 2000); word count (Adams et al., 1998; Campbell et al., 2006; 

Gray et al, 1995b; Yekini & Jallow, 2012) and constructing quality score index (Freedman & Stagliano, 

2008; Walden & Schwartz, 1997; Yekini & Jallow, 2012). The outputs from content analysis have been 

found to be valid and reliable especially when coding instruments are used, with well specified decision 

rules and coding categories of information (Milne & Adler, 1999). Content analysis is particularly useful in 

this study as it allows for the construction of analytical categories of the content of CCID in each annual 
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report and, thus, allows quantitative analyses. An effort was therefore made to define coding categories 

as precisely as possible with well-defined decision rules and criteria (see Appendix 1). This is to ensure 

that the categories are mutually exclusive and that classifications into categories are not discretionary 

(Ingram & Frazier, 1980; Bryman & Bell, 2007) thereby allowing for reproducibility.  

 
 

3.2. Measurement of Variables and the Development of  Hypotheses 

3.2.1. Dependent and independent variables 

Our dependent variable for the purpose of this study is corporate community involvement disclosures in 

annual reports (CCID), while the main independent variable is community expectation. CCID was 

measured by the volume or extent of CCI disclosed in annual reports using word count as the unit of 

measurement (Campbell et al., 2006). The approach was adopted to allow the authors compare the 

extent of CCI disclosure Vis-à-Vis community expectation. Words were counted using Microsoft Software 

– Word documents. The volume of disclosure was taken as total disclosure on community activities and 

are copied and pasted into a Word document in order to establish the number of words used. Disclosures 

are considered community involvement either when a theme is so indicated or where community and/or 

social involvement are mentioned within a statement. Any statement reporting any form of community 

sponsorship activities, or any sponsorship of schools, health, arts and sporting activities were captured. 

Also, all employee involvement with the community, if the company’s support is apparent, was captured 

in addition to Business-in-the-community award/secondment of staff. However, only disclosures that are 

specifically stated were captured as disclosures cannot be implied. Furthermore, any statement indicating 

that the company’s community activity is in compliance with governmental regulatory standards was not 

considered. Similarly, the disclosure of political or charitable donations in the directors’ report is not 

included since this is a mandatory disclosure.   

 

Community expectation was measured by media coverage on community issues. Previous studies (Ader, 

1995; Brown and Deegan, 1998; O’Donovan, 1999; Deegan et al., 2002) have shown that coverage of 
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specific issues in the print media helps shape the overall expectation of the community regarding those 

issues as discussed in the last section. Accordingly, word counts of all relevant articles in the print media 

mentioning corporate involvement in community related issues such as community development, 

healthcare, the arts and educational sponsorship and scholarships from 2003 to 2012 were obtained from 

the LexisNexis Library. The Library provides access to a large database of searchable up-to-date 

documents from over 40,000 legal, news and business sources across the globe. To ensure an adequate 

reflection of media coverage on community issues, all UK national and regional newspapers having wide 

circulations and present in the database from 2003 to 2012) were used for this study (see Appendix 2 for a 

list of newspapers used).  Consecutively, the word counts of media articles on community issues were 

obtained for each year and compared with the aggregated volume of CCID in annual reports for each 

corresponding year and this can be found in table 1.  

[Table 1 about here] 
 

3.2.2. Control Variables 

We controlled for other firm specific characteristics, corporate governance factors and other variables 

that have been documented as having some relationship with CSR disclosures generally. Under corporate 

governance factors, we controlled for board activities using three proxy variables: board size (Webb, 2004; 

Song & Windram, 2004; Yermack, 1996), board meeting frequency (Cormier et al, 2010; Evans et al, 2002; 

Vafeas, 1999; Webb, 2004) and board composition (Forker, 1992; Ho and Wong, 2001; Haniffa and Cooke, 

2002; Webb, 2004; Galbreath et al., 2008). Furthermore, we controlled for Audit committee activities 

measured by audit committee meetings (Persons, 2009; Song & Windram, 2004; Abbott et al, 2004; 

Mangena and Pike, 2005; Li et al., 2008), While other standing committee was measured by the existence 

of CSR committee (Cowen, et al, 1987; Petrovic-Lazarevic, 2010). The null hypotheses therefore are as 

follows: 

 
H2: There is no statistical relationship between the volume of CCID (VOLCCID) and board activities as 
measured by the frequency of board meetings (BODMET), board composition (BODCOMP) and board 
size (BODSIZ).  
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H3: There is no statistical relationship between the volume of CCID (VOLCCID) and the existence of board 
standing committees measured by, disclosure committee (DISCOM), risk committee (RISCOM) and CSR 
committee (CSRCOM).   
 
For firm-specific characteristics, four proxy variables were controlled: size - measured by turnover - 

(Deegan & Gordon, 1996; Garcia-Castro et al, 2010; Gray et al., 1995b; Hackston & Milne, 1996); 

Profitability - measured by return on capital employed - (Haniffa & Cooke, 2002; Hackston & Milne, 1996; 

Hasseldine et al., 2005; Ho & Wong, 2001); Leverage - measured by the gearing ratio - (Mangena & Pike, 

2005; Tsamenyi et al, 2007; Garcia-Castro et al., 2010) and listing age (Li, Pike, & Haniffa, 2008; Haniffa 

and Cooke, 2002). Therefore the hypothesis in the null form is: 

 
H4: There is no statistical relationship between the volume of CCID (VOLCCID) and firm specific 
characteristics of corporations measured by the corporations’ size, profitability, leverage level and 
listing age.  
 
In addition, given that extant literature has demonstrated that CSR reporting may be regarded as 

reputation management device (Bebbington et al., 2008; Beliveau, Cottrill, & O'Neill 1994), one may argue 

that the pressure on managers to disclose CSR information may also motivate community involvement 

activities and disclosures (CCID). In other words, its disclosure may be an attempt by managers to 

enhance/signal their reputation. To test this assertion, we controlled for other reputation-enhancing 

strategies. Beliveau et al. (1994) argued that reputation is multi-dimensional and that its risk would be 

better spread by getting involved in several reputation-enhancing activities. The argument is, if a priori 

CCID is a reputation management device like other CSRD, a manager whose sole aim of disclosing CCI is 

reputation management is also likely to engage in other reputation building strategies alongside CCID and 

other CSRD. In addition, such a company is expected to respond to media coverage not only on CCID but 

also on CSR issues. It is therefore expected that a positive relationship would exist between CCID and 

other CSRD as well as CCID and other reputation-enhancing strategies such as investments in new 

innovations. Previous studies (Beliveau et al., 1994; Hasseldine et al., 2005) measured innovations using 

research and development (R&D) expenditure and found an association between CSRD and R&D.  
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In a nutshell, if CCID is motivated by reputation management rather than community expectation, we 

expect that CCID should respond positively to other CSRD, media coverage on CSR issues and R&D 

expenditure, ceteris paribus. Therefore the hypothesis for this is as follows: 

 
H5: There is no statistical relationship between the volume of CCID (VOLCCID) and reputation 
management measured by other CSRD, CSR news and R&D expenditures. 
 
Furthermore, we are aware that there could be other unobservable characteristics such as the ethical 

orientation or qualification of management staff that may also affect CCID, but this should be taken care 

of by the panel nature of the datasets and the use of advanced techniques in analysing the data (see 

discussion below). Consequently, all other things being equal, our main model of analysis encompassing 

all the variables is as follows: 

 

VolCCIDit =  α0 + β₁COMNEWSit + β2BODSIZit + β3 BODCOMPit + β4BODMETit + β5AUDMETit +
  β6AUDSIZit + β7CSRCOMit   + β8CSRCOMit   +  β9CSRCOMit  +  β10OTHCSRit + β11LnTURNit +
β12ROAit + β13LEVit + β14AGEit + єit---------------------------------------------------------------------------------- (Eq.1) 

 
The definitions of the variables in this model are summarised in Table 2. 
 

[Table 2 about here] 
 
 

3.3. Data analysis 

The model specified in (Eq.1) above is a Random-Effect (RE) estimation model with Generalised Least 

Square regression (GLS) specifically developed for panel data analysis. As discussed earlier, all the data 

collected for this study are of a panel nature. Therefore, the RE model estimated using the GLS regression 

is the most suitable as its use will not only control for the possible influence of unobserved firm specific 

variables but also ensure the robustness of our results (Garcia-Castro et al., 2010). The most commonly 

used regression method is the Ordinary least square (OLS). However, to be the Best Linear Unbiased 

Estimator (BLUE), the Gauss-Markov theorem states that assumptions 1 to 5 of the least square regression 

(see Appendix 3) should be met (Wooldridge, 2009). Nevertheless, given the panel nature 

(Longitudinal/cross-sectional) of the dataset collected and the nature of the investigation in this paper, 

assumptions 2, 4 and 5 stated in Appendix 3 may not hold and, hence, OLS may not be BLUE if used in this 
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investigation and will therefore not be a suitable method for this analysis. GLS is suitable when data are 

collected from different sub-population as is the case with a panel dataset. In GLS regression, weights are 

assigned to each observation to reflect the uncertainty of the measurement so that GLS will always yield 

estimators that are BLUE even with the presence of either heteroscedasticity or serial correlation in the 

errors (Baum, 2006; Greene, 2008; Wooldridge 2009). However, in addition to the basic assumptions for 

regression analysis stated in Appendix 3, we assumed the following in order to use RE estimation model:  

1. That the error term 𝜖𝑖𝑡 consists of both a time-constant firm specific variable (ai) and a time-

varying firm specific variable (𝜇𝑖𝑡), where 𝜖𝑖𝑡 is the composite error term and 𝜖𝑖𝑡 = (ai +𝜇𝑖𝑡) and is 

uncorrelated across time. 

2. The idiosyncratic errors ai and the unobserved effects 𝜇𝑖𝑡  that affect CCID are uncorrelated with 

other explanatory variables in all time periods (the assumption of strict exogeneity), 

3. Each of the observed and unobserved variables is drawn randomly from a given distribution 

(Dougherty, 2007). 

[Table 3 about here] 
 

3.3.1.  Descriptive Statistics 

Table 3 presents the descriptive statistics for the variables used in this study. About 462 words on 

community activities (VolCCID) were disclosed per year with the disclosure ranging from 0 to a maximum 

of 3271. About 7300 words per year were issued by the media on community issues. On the other hand, 

the average for other CSR themes (OTHCSRD) such as human resources, health and safety, environmental, 

etc. was 1900 words. On average, the board members of most of the companies sampled comprised of 

62% non-executive directors (BODCOMP), while board size (BODSIZ) averaged 10. Board meeting 

frequency (BODMET) ranges from 3 to 16 meetings with most companies having an average of 8 meetings 

per year. Turnover for companies sampled ranges between £6m and £196bn with the average in the 

region of £7bn. This distribution of turnover statistics suggests that the sample represents a wide range of 

companies of different sizes. In addition, the profitability measure (ROA) was approximately 11% for most 

companies in the sample. Gearing ratio for most companies was in the region of 39.5% with some almost 
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fully geared at 98.8% while some other companies are 100% equity financed and 0% gearing. The average 

listing age of companies in the sample was approximately 23 years with some as old as 65 years. On 

average, 32% of sampled companies had a CSR committee during the period covered in the study. The 

skewness and kurtosis1 results have tolerable statistics.  

 
To check for normality, the authors conducted a series of tests on the residuals. First, we predicted the 

studentized residuals (r) and plotted a histogram of r for visual analysis (see Appendix 4). Although the 

histogram shows r as looking normally distributed, for the sake of clarity, the authors followed up with the 

Jarque-Bera (Skewness/Kurtosis) test and the Shapiro-Wilk W test. The Jarque-Bera test is designed to test 

not only the normality of residuals but also heteroskedasticity and serial correlation of regression 

residuals (Jarque and Bera, 1980). It is computed from skewness and kurtosis and follows the chi square 

(χ2) distribution with two degrees of freedom asymptotically. The null hypothesis is that residual (r) is 

normally distributed. The W statistics of the Shapiro-Wilk test indicates normality if it is equal to one or as 

close to one as possible, while the null hypothesis is that r is normally distributed (Shapiro & Wilk, 1965). 

The test statistics in Appendix 5 failed to reject the null hypothesis that r is normally distributed as both 

tests show p values greater than 0.05.   

[Table 4 about here] 
 

3.3.2. Correlation Analysis of Independent Variables 

The correlation matrix in Table 4 below shows a low correlation between the explanatory variables except 

for LnTURN having slightly high positive correlation of 0.63 with BODSIZ. Since these are below the 

threshold of (0.80) as suggested by Tabachnick and Fidell (2007:88), we are of the opinion that multi-

collinearity, if it exists, should be minimal. Nevertheless, since a degree of multi-collinearity may still occur 

with slightly high correlation and could affect confidence intervals for coefficients which tend to become 

very wide and, hence, affect the t-statistics and the significance levels of variables (Tabachnick and Fidell 

2007), we computed the Variance Inflation Factor (VIF) of all variables to further check whether 

                                                           
1 Skewness and kurtosis statistics are used to examine how the distribution of a variable deviates from normal. The rule of thumb for a normal 
distribution is that the skewness statistics should be as close to zero as possible while the kurtosis statistics should be as close to three as possible 
(Park, 2008). 
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multicollinearity was an issue and if so whether or not it was severe. Chartterjee and Price (1991) argue 

that VIFs in excess of 10 are asymptomatic of multicollinearity problem. However, we recorded the 

highest VIF of 3.29 for our models, lightening any worries for this problem. 

 

4. Results 

All regression was run using the Random-Effect (RE) estimation model with Generalised Least Square 

regression (GLS). This is to ensure the robustness and validity of the regression analysis and to control for 

the effect of both heterogeniety and endogeneity biases. Panel A contains the RE-GLS results of our 

variables without transformation while Panel B contains results where our variables have been log-

transformed. 

[Table 5, panels A and B about here] 

4.1. Does Community expectation influence CCI Disclosure? 

The results from both panels A and B produced insignificant relationships between media coverage on all 

categories of community activities and disclosures except for Model 2 in Panel A. The results in Model 2 

Panel A show a statistically significant relationship at 5% level between Education and the Art and media 

coverage of the sector. However, this result was obtained with untransformed data. The results obtained 

from log-transformed data produced insignificant relationship across all categories of CCI. Apart from this, 

all other categories of community activities remained insignificant both with and without transformed 

data. The implication is that the results failed to reject H1, H3 and H4 while H2 is only partially supported. 

The results seem to be consistent with a graphical analysis of the VOLCCID/COMNEWS relationship in 

Figure 2 below (which displays the aggregated Volume of CCID plotted on a two-way graph together with 

the aggregated word count of media coverage). The graph shows an erratic relationship between media 

coverage on community issues and the volume of community disclosure in annual reports.  One plausible 

explanation for this is that CCID in annual reports are rarely influenced by community expectation 

measured by print media coverage on community issues.  
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Figure 2: CCID Vs Media coverage on community Issues. 

 

A possible implication of this therefore is that management is less influenced by the dictates of 

community stakeholders in the activities of the company and their disclosure in annual reports. In other 

words, the motivation for community activities and disclosures is driven more by factors other than 

community expectation. Other results in Table 5 support this conjecture. While there are insignificant 

relationships between different categories of community disclosures and community expectation, the 

relationship between other CSR information, CSR news and Research and development remained highly 

significant at 1% and 5% levels respectively. This implies that the disclosure of community activities may 

have been influenced by the same factor influencing CSR disclosure rather than community expectation. 

This finding confirms earlier findings of Waddock & Graves (1997). They document that managements of 

the S&P 500 companies that exhibited strong performance in community relations received very low 

ratings in the survey, compared to those that exhibited strong performance in respect of stockholders, 

employee-relations and product-customer relations. This could explain why management may be less 

motivated to disclose CCI activities since CCI disclosure does not translate into a high evaluation of them 

as managers. Furthermore, the result does not support the Wood and Jones (1995) model in Figure 1 

above. The model illustrates that the community group establishes the expectation-gap; nevertheless, 
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from the results of the current study, it appears that other stakeholder groups may indeed have greater 

influence on managers to disclose CCI than the community group itself. This is probably because, as 

argued by Mitchell et al. (1997), there are other groups of stakeholders, who, managers may be more 

obliged to accord higher salience/relevance than the community group. The findings in this paper also 

provide evidence of the degree of salience/relevance accorded the community-stakeholder group by 

corporations as noted by Mitchell et al. (1997). 

 

Post-estimation Tests 

The Generalised Least Square (GLS) regression as opposed to the Ordinary Least Square (OLS) is designed 

to be able to deal with the problem of heteroscedasticity and serial correlation. Despite this fact, we 

carried out further post-estimation tests to examine the validity of the RE assumptions and its efficiency in 

dealing with these problems by performing the Breusch-Pagan Lagrange Multiplier (LM) test. The result of 

the test favours the RE model estimator at 1% significance level. In addition to the LM test, all regressions 

were run with the robust standard error which automatically adjusted all standard errors and p-values for 

any possible effect of heteroskedasticity, outliers and any other irregularities and thus improve the 

validity of the results. Consequently, with the benefit of hindsight, we are assured that the results 

obtained with our models using the RE-GLS regression are free of biases and can be relied upon. 

 

4.2. Control Variables 

Of all corporate governance variables tested, only BODCOMP and BODMET show significant relationship 

at the 1% and 5% levels respectively with untransformed data, while all other CG variables remained 

insignificant. The positively strong and significant relationships with BODCOMP implies those companies 

with a board comprising non-executive directors of 60% and above are more likely to disclose community 

activity than those with fewer non-executive directors. We explain this in the spirit of the salience model 

of Mitchell et al. (1997) where non-executive directors are depicted as dominant stakeholder group 

representing the interests of other stakeholders apart from the shareholders. This gives them the power 
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to influence the management to disclose more community activities in the interests of community 

stakeholders. The positive relationship is also consistent with those of Webb (2004) and Ajinkya, et al. 

(2005). However, since this result was obtained using the untransformed data, the results require a 

cautious interpretation. Furthermore, the results on firm-specific characteristics: size (measured by 

LnTurn), profitability (measured by ROE), shows positive but insignificant relationships with all categories 

of CCID. AGE shows an inverse but insignificant relationship when the data was not transformed and ROE 

with negative relationship when the data was transformed. Leverage is positive and significant at 1% level 

with untransformed data. The insignificant VOLCCID/ROE relationship is consistent with studies like 

Hackston and Milne (1996); Ho and Wong (2001); Hasseldine et al. (2005); while other studies like Haniffa 

and Cooke, (2002) and Galbreath et al., (2008) documented a statistical relationship.  

 

Similarly, the positive but insignificant Age/disclosure relationship in the transformed data is consistent 

with the findings of Haniffa and Cooke (2002) and Galbreath et al. (2008). The positive leverage/disclosure 

relationship support the findings of Tsamenyi et al. (2007); Galbreath et al. (2008), while earlier studies 

such as Belkaoui & Karl (1977) found negative relationship. Also, while studies like Galbreath et al. (2008) 

and Garcia-Castro et al. (2010) found a significant relationship, other studies such as Haniffa and Cooke 

(2002) and Mangena & Pike (2005) found no significant relationship. Watson et al. (2002) argued that the 

direction of the leverage/disclosure relationship is inconclusive. Most of all, the insignificant 

Turnover/disclosure relationship is quite surprising and thus requires further analysis. The values of our R-

squared coefficients indicate that about one-third of the variations in the dependent variable is explained 

by the regressions. However, before placing total reliance on these results in testing our hypotheses, we 

conducted further post-estimation test in order to examine the validity of the results by checking the 

suitability of the RE-GLS estimator. We discuss this result further in the following section. 

 
 
 

4.3. Further Analysis and Robustness checks 
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Concerned about the unexpected turnover/disclosure relationship results obtained from the RE-GLS 

regression, we carried out further investigations. Turnover has been used extensively in the literature to 

proxy for company size, and many studies (for instance, Patten, 1991 & 1992; Hackston and Milne, 1996; 

Adams et al., 1998; Ho and Wong, 2001; Campbell et al., 2006) all provided evidence that larger firms are 

under more pressure to disclose social information as it is expected that their activities will have greater 

impact on society than smaller ones. This is contrary to the findings in this study as the RE regression 

results produced an insignificant turnover/disclosure relationship. We were able to identify three main 

issues as probable reasons for this result. Firstly, a general review of the above literature revealed that, in 

contrast to the method used in this paper, most of these studies used either non-parametric methods of 

analysis (Adams et al., 1998; Campbell et al., 2006) or mainly OLS estimations (Hackston & Milne, 1996; 

Ho & Wong, 2001; Patten, 1992). Secondly, the use of different measures for company size might also be a 

probable reason for differences in results. Other measures of company size in literature included, total 

assets and market capitalisation. Lastly, the high correlation observed between LnTURN and BODSIZ (0.62) 

may yet be another issue for concern. Therefore, to rule out the possible influences of any of these issues 

on the RE-GLS estimation obtained in Table 5, a further set of analyses carried out included correcting for 

any effect of multi-collinearity, alternating LnTURN with other measures of company size, and finally 

comparing results from alternative methods of estimation with the results from RE-GLS estimation. 

 

Multi-collinearity  

Ways of correcting for multi-collinearity included dropping the offending variable and/or introducing 

additional variables (Tabachnick and Fidell, 2007). However, after checking other measures of company 

size in literature; Total assets (LnTOTASS) and Market capitalisation (LnMKTCAP), we observed that 

LnTOTASS has high correlation with LnMKTCAP (0.82). LnTOTASS is also highly correlated with BODSIZ 

(0.72). Therefore, since these variables might be collinear and cannot be included in the same model 

(Tabachnick and Fidell, 2007, p89), we re-specified (Eq.1) alternating each of the measures of size while 

BODSIZE was dropped whenever LnTURN and LnTOTASS were used to proxy for size. This was done, firstly, 
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to see the effect of these variables in the model as an alternative measure of company size, in order to 

allow for comparability with similar studies and, secondly, to check the effect of collinearity with BODSIZ. 

Table 7 displays the regression results using four different variants of Eq.1.   

[Table 7 about here] 
 
Table 7 Panel A presents the result of the regression of all the variables except BODSIZ, Panel B has 

LnTURN replaced with LnTOTASS and LnMKTCAP. All regressions were run using GLS-RE estimator with 

robust standard error and with log-transformed variables as was done in Table 5 Panel B. The results from 

all models are very similar to those of the main model reported in Table 5 Panel B. In Table 7 Panel A, the 

statistically significant variables remained significant at the same level of significance, while all 

insignificant variables including COMNEWS remained insignificant except for LnTURN that became 

marginally significant at 10% level in all models except Model 12 where it remained insignificant. The 

significant VolCCID/LnTURN relationship may indicate some degree of colinearity with BODSIZ, since it 

turned significant after BODSIZ was dropped. Similarly, in Table 7 Panel B, the results from all models are 

very similar to those of Panel A and the main model reported in Table 5 Panel B except for BODCOMP that 

was significant at 5% level in Models 18 & 20. In addition, the results from both panels provided support 

at 1% significance level for VolCCID/Size relationship when total assets and market capitalisation were 

used to proxy for size. Consequently, to rule out any influence of these observations on our main variables 

of interest – VolCCID/COMNEWS relationship, we conducted further analysis using alternative methods of 

estimation. 

[Table 8 about here] 

Alternative methods of estimation 

Table 8 presents results from pooled OLS regression. The OLS estimations compared favourably with the 

findings of other studies like Patten (1991 & 1992); Hackston and Milne (1996); Adams et al. (1998); Ho 

and Wong (2001) and Campbell et al. (2006) as well as similar studies that used turnover as proxy for 

company size. Turnover was significant at 5% level, while leverage was marginally significant. However, 

when compared to the GLS-RE regression results, we could see at a glance that some of the estimations 
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are not consistent. For instance, while BODSIZ and CSRCOM were highly significant at 1% level with OLS, 

they are not significant at all with GLS-RE. Also, while LnTurn and AGE, are insignificant but remained 

positive with GLS-RE regression, the sign of these two variables turned negative with OLS. These are all 

indications that the OLS estimates may be inflated by unobserved heterogeneity as explained earlier, 

hence, it cannot be relied upon (Baum, 2006; Greene, 2008; Wooldridge, 2009). Similarly, the insignificant 

Turnover/disclosure relationship may also be explained by irregularities resulting from heterogeniety bias 

and the problem of endogeneity (Nelling & Webb, 2009; Garcia-Castro et al. 2010). Nelling & Webb (2009) 

and Garcia-Castro et al. (2010) obtained similar results when they controlled for the effect of unobserved 

heterogeneity and endogeneity biases by using a panel dataset and panel study regression models. Their 

results indicated that other characteristics that are ordinarily difficult to measure (such as good 

management quality, ethical orientation and so on) seem to influence both social performance and 

financial performance simultaneously. Hence, the supposed relationship observed by previous authors 

between social and financial performance variables might have been influenced by unobserved variables. 

Nonetheless, COMNEWS remained insignificant in all models. Against this background, therefore, we are 

confident that the estimates obtained with the GLS-RE are not only unbiased but are consistent 

estimations of the community expectation/community disclosure relationship giving a cross-

sectional/longitudinal setting. 

 

5. Summary and conclusion  

The aim of this paper was to examine the nexus between Community expectation and CCID as measured 

by print media coverage on community issues. Five main hypotheses were tested in this paper. The 

hypotheses were used to examine the motivation for CCID in the annual reports of 73 sampled companies 

from the FTSE 350 and covered an eleven year period from 2002 to 2012. The study found no significant 

support for CCID/community expectation relationship, implying that the disclosure of CCID in annual 

reports are rarely influenced by community expectation measured by print media coverage on community 

issues, which is consistent with the findings of Deegan et al. (2002). Therefore, contrary to the provisions 
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of legitimacy theory, corporations’ activities do not seem to be congruent with those of the community 

(Parsons, 1960; Dowling and Pfeiffer, 1975). This finding suggests that the motivation for community 

activities and disclosures is driven by factors other than community expectation, or by the expectation of 

other groups of stakeholders other than the community-stakeholder group. It also suggests that the 

degree of salience/relevance accorded to the community-stakeholder group by management is very low 

(Mitchell et al., 1997). The study provided evidence to show that the existence of standing committees, 

such as Disclosure, CSR and Standalone Risk committees, have more influence on management to disclose 

community activities than the board. In fact the study documented evidence in support of Vafeas’ (1999) 

arguments that most monitoring tasks of the board have been delegated to the standing committees, and 

all that the board are left with is the coordination of standing committees’ activities rather than the direct 

monitoring of management. In other words, the findings provided support for agency-theory based 

argument for CCID in that management disclose information in response to monitoring mechanisms put in 

place by the principal (Jensen and Meckling, 1976; Fama and Jensen, 1983).  

 

Further analysis however revealed that reputation enhancement seems to be another motivation for 

community disclosure as an association was found between measures of reputation management and 

CCID. This finding is very important as it brings out what appears to be the real motivation behind 

disclosing this specific information. One would have thought CCID should align with community 

expectation in line with the tenets of legitimacy and stakeholder theories, since corporations operate 

within these communities and the community-stakeholders group is the supposed beneficiary of the 

corporate gestures. Nevertheless since this is not the case, one may assume tentatively, that the investor-

stakeholders group is the targeted audience for this information, more so when the disclosure is within 

the annual report which is the main medium of communicating with this group of stakeholders 

(investors).  
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The general conclusion drawn from the above summary therefore is that corporations intentionally 

disclose community activities in annual reports, these being the most authentic medium of 

communicating with investors, with a view to improving not only the corporate reputation of the 

company but also the market value. This result rejects the insights from Wood and Jones (1995) that CCID 

in annual report are influenced by community expectation measured by the media coverage of issues in 

the community but upholds the findings of Waddock & Graves (1997) and Mitchell et al. (1997) who 

documented high degree of relevance accorded the community-stakeholder group by managers. Our 

findings have important ramifications for both managers and stakeholders. CCID is encouraged as it is 

capable of enhancing corporate reputations to the advantage of both the managers and stakeholders. 
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Tables 

 

Table 1: Aggregated Volume of CCID Vs media coverage 

Year VOLCCID  
(word count) 

COMNEWS 
(word count) 

2001 14975 5953 

2002 22492 7256 

2003 26916 5690 

2004 28894 6846 

2005 33362 4951 

2006 36186 3629 

2007 38800 6135 

2008 43553 12844 

2009 45629 10721 

2010 46376 9070 

 
 
Table 2: Definition of variables 

Variables* Definitions 

COMNEWS Media coverage on community issues (word count) 

BODSIZ Defined as the total number of directors on the board 

BODCOMP Defined as the proportion of total independent non-executive directors to total directors on 
the board. 

BODMET Defined as the number of board meetings in a year. 

AUDMET Defined as the number of audit committee meetings in a year. 
AUDSIZ Defined as the number of Audit committee members. 
CSRCOM CSR committee, measured as dichotomous variable where 1 = Presence of CSR committee 

and 0 = otherwise 
DISCOM  

RISCOM  

SIZE Measures of company size (Datastream mnemonic code in parenthesis): 

 1) Turnover = Net Sales or Revenues (WC01001) 
2) MV =  

PROFITABILITY Defines the financial performance of corporations and is measured by; 

 ROE = Return on Equity (WC08301) 

LEV Defines the gearing ratio – the corporations’ exposure to short and long term risk and is 
measured by the ratio of total debt to total capital. (WC08221) 

AGE Listing age 
Other SCR definition required. This is part of the descriptive statistics and results  
 

*All data were sourced from company’s annual reports, Thompson Reuter Datastream and Lexis Library. 
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Table 3: Descriptive Statistics 

Variables Mean Std Dev Min Max Skewness Kurtosis 

       

VolCCID 462 485 0 3271 2.096 9.146 
COMNews 7310 2658 3629 12844 0.765 2.633 
BODMET 8.416 2.673 3 16 0.621 3.131 
BODCOMP 0.620 0.136 0 0.93 -0.425 4.386 
BODSIZ 10.33 2.909 5 18 0.376 2.593 
AUDMET 3.833 1.261 1 6 0.217 2.174 
AUDSIZ 4.018 1.191 2 8 0.766 3.588 
CSRCOM 0.347 0.476 0 1 0.643 1.413 
OTHCSRD  1937 1579 0 12400 2.024 9.891 
Turnover (£’m) 7,681.03 18,384.5 6.955 196,057.3 5.98 46.56 
ROA (%) 10.836 11.267 -17.41 39.09 0.177 3.957 
Leverage (%) 39.55 25.52 0 98.8 0.238 2.421 
Age (yrs) 23.55 19.01 1 65 0.782 2.242 

 
 
Table 4: Correlation Matrix of all IVs 
 

VAR 1 2 3 4 5 6 7 8 9 10 11 12 13 
1. COMNews 1.000             

2. BODMET 0.107 1.000            

3. BODCOMP 0.121 -0.041 1.000           

4. BODSIZ 0.023 0.023 0.202 1.000          

5. AUDMET 0.077 0.234 0.343 0.401 1.000         

6. AUDSIZ 0.001 0.071 0.321 0.451 0.239 1.000        

7. CSRCOM 0.089 0.098 0.196 0.250 0.316 0.223 1.000       

8. DISCOM 0.105 0.145 0.246 0.357 0.404 0.140 0.329 1.000      

9. RISCOM 0.050 0.042 0.067 0.048 0.244 -0.012 0.068 0.144 1.000     

10. LnOTHCSR  0.182 0.192 0.266 0.316 0.415 0.280 0.277 0.241 0.133 1.000    

11.LnTurn 0.055 0.202 0.203 0.628 0.527 0.465 0.285 0.346 0.151 0.493 1.000   

12. ROA  0.108 -0.017 0.057 -0.065 0.004 -0.020 0.065 0.082 -0.016 0.059 0.061 1.000  

13. Leverage 0.026 0.105 0.031 0.200 0.121 0.238 0.093 0.074 0.050 0.153 0.356 -0.114 1.000 

14. Age (yrs) 0.069 0.074 0.046 0.184 0.262 0.283 0.086 1.00 0.064 0.243 0.415 0.011 0.221 
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Table 5: RE-GLS Regression Results  
Panel A: Regression Results with Untransformed Variables 

 Model 1 Model 2 Model 3 Model 4  

 
Variables 

COMPROJ as Dependent 
Variable 

ED&ART as Dependent 
Variable 

HEALTH as Dependent 
Variable 

OTHCOM as Dependent 
Variable 

VIF 

Coef (z-stat) p-value Coef (z-stat) p-value Coef (z-stat) p-value Coef (z-stat) p-value  
          

Constant -162.71 (-2.59) 0.010*** -128.76 (-2.98) 0.003*** -35.132 (-2.52) 0.012** -25.26 (-2.51) 0.012**  

COMNEWS -0.765 (-0.54) 0.592 0.095 (2.04) 0.041** 0.001 (0.69) 0.488 -0.042 (-0.40) 0.688 3.29 

BODMET -4.880 (-1.87) 0.062* -3.385 (-2.01) 0.044** -1.014 (-1.94) 0.053* 0.801 (-1.92) 0.054* 1.14 

BODCOMP 211.08 (3.44) 0.001*** 122.26 (3.11) 0.002*** 41.55 (3.39) 0.001*** 33.51 (3.38) 0.001*** 1.22 

BODSIZ 0.315 (0.09) 0.929 0.554 (0.25) 0.806 0.068 (0.10) 0.923 0.045 (0.08) 0.936 1.86 

AUDMET
 

0.174 (0.02) 0.981 -2.049 (-0.42) 0.672 0.026 (0.02) 0.986 0.019 (0.02) 0.987 1.86 

CSRCOM
a 

-27.2 (-1.38) 0.168 -20.27 (-1.58) 0.113 -5.589 (-1.42) 0.156 -4.281 (-1.35) 0.176 1.23 

OTHCSRD
 

0.078 (9.17) 0.000*** 0.047 (8.49) 0.000*** 0.015 (8.97) 0.000*** 0.012 (9.06) 0.000*** 1.71 

CSRNEWS 0.323 (1.34) 0.180 -0.025 (-0.15) 0.881 0.073 (1.49) 0.137 0.040 (1.18) 0.239 2.89 

R & D
a
 8.414 (0.25) 0.802 7.723 (0.36) 0.720 1.725 (0.26) 0.797 1.316 (0.25) 0.806 1.09 

Size (LnTURN)
†
 13.33 (1.39) 0.164 9.374 (1.50) 0.133 2.705 (1.40) 0.162 2.133 (1.38) 0.166 2.95 

Profitability (ROE) 0.587 (1.51) 0.132 0.341 (1.37) 0.170 0.115 (1.48) 0.138 0.094 (1.51) 0.130 1.10 

LEVERAGE 1.222 (2.84) 0.004*** 0.743 (2.74) 0.006*** 0.243 (2.85) 0.004*** 0.197 (2.87) 0.004*** 1.18 

AGE  -0.672 (-0.62) 0.538  (-0.93) 0.350 -0.148 (-0.68) 0.494 -0.109 (-0.63) 0.528 1.33 
          
R

2
: Within      0.323  0.327  0.323  0.323   

      Between  0.218  0.210  0.217  0.218   
      Overall     0.262  0.260  0.262  0.262   

  χ
2
        278.40***  275.72***  269.60***  272.05   

N 724  724  724  724   

***Significant at 1% = (p ≤ 0.01), **Significant at 5% = (p ≤ 0.05), *Significant at 10% = (p ≤ 0.10).  
a Dichotomous variable where 1 = presence of and 0 = absence of.           
† Log transformed variables. 
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Panel B: Regression Results with Log-transformed Variables 

 Model 5 Model 6 Model 7 Model 8  

 
Variables 

COMPROJ as Dependent 
Variable 

ED&ART as Dependent 
Variable 

HEALTH as Dependent 
Variable 

OTHCOM as Dependent 
Variable 

VIF 

Coef (z-stat) p-value Coef (z-stat) p-value Coef (z-stat) p-value Coef (z-stat) p-value  
          

Constant -4.384 (-5.19) 0.000*** -4.018 (-5.35) 0.000*** -3.053 (-2.38) 0.017** -3.098 (-6.19) 0.000***  

LnCOMNEWS
†
 -0.105 (-1.23) 0.220 0.054 (0.30) 0.762 -0.029 (-0.28) 0.781 0.002 (0.06) 0.950 2.20 

BODMET -0.009 (-0.43) 0.667 -0.013 (-0.63) 0.527 -0.017 (-0.99) 0.322 -0.011 (-0.69) 0.493 1.15 
BODCOMP 0.396 (0.67) 0.500 0.542 (0.98) 0.326 0.771 (1.68) 0.093* 0.673 (1.54) 0.123 1.23 

BODSIZ 0.024 (0.74) 0.459 0.027 (0.88) 0.377 0.020 (0.78) 0.438 0.008 ()0.35 0.727 1.86 
AUDMET

 
0.063 (1.11) 0.265 0.066 (1.25) 0.212 0.068 (1.56) 0.119 0.082 (1.91) 0.056* 1.82 

CSRCOM
a 

0.021 (0.15) 0.881 0.036 (0.28) 0.783 0.060 (0.53) 0.593 0.041 (0.37) 0.710 1.20 
LnOTHCSRD

† 
0.710 (7.75) 0.000*** 0.623 (7.07) 0.000*** 0.481 (7.34) 0.000*** 0.466 (6.97) 0.000*** 1.64 

LnCSRNEWS
†
 0.645 (3.47) 0.001*** 0.456 (2.19) 0.028** 0.374 (2.70) 0.007*** 0.351 (3.42) 0.001*** 2.52 

R & D
a
 -0.468 (-2.22) 0.026** -0.393 (-1.97) 0.049** -0.347 (-2.08) 0.037** -0.345 (-2.16) 0.031** 1.08 

Size (LnTURN)
†
 0.097 (1.34) 0.180 0.099 (1.48) 0.138 0.075 (1.32) 0.187 0.068 (1.22) 0.223 3.02 

Profitability (ROE) -0.001 (-0.25) 0.802 -0.001 (-0.17) 0.861 -0.000 (-0.01) 0.993 0.001 (0.28) 0.781 1.10 
LEVERAGE 0.001 (0.27) 0.786 0.000 (0.02) 0.981 0.003 (0.99) 0.323 0.002 (0.84) 0.399 1.18 

AGE  0.004 (0.59) 0.555 0.003 (0.48) 0.630 0.002 (0.33) 0.743 0.002 (0.36) 0.717 1.32 
          
R

2
: Within      0.351  0.341  0.340  0.331   

      Between  0.504  0.491  0.471  0.466   
      Overall     0.422  0.412  0.404  0.396   

  χ
2
        257.61***  259.73***  271.21***  256.89***   

N 724  724  724  724   

***Significant at 1% = (p ≤ 0.01), **Significant at 5% = (p ≤ 0.05), *Significant at 10% = (p ≤ 0.10).  
a Dichotomous variable where 1 = presence of and 0 = absence of.           
† Ln = Log transformed variables. 
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Table 7: RE-GLS Regression Results  
Panel A: Regression Results without the variable BODSIZ 

 9 10 11 12  

 
Variables 

COMPROJ as DV ED&ART as Dependent 
Variable 

HEALTH as Dependent 
Variable 

OTHCOM as Dependent 
Variable 

VIF 

Coef  p-value Coef p-value Coef  p-value Coef  p-value  
          

Constant -4.286  0.000*** -3.907 0.000*** -3.042 0.017** -3.068 0.000***  

LnCOMNEWS
†
 -0.105 0.220 0.050 0.776 -0.023 0.820 0.002 0.954 3.29 

BODMET -0.011 0.613 -0.015 0.471 -0.018 0.285 -0.012 0.470 1.14 
BODCOMP 0.448 0.442 0.601 0.274 0.826 0.071* 0.701 0.108 1.22 

AUDMET
 

0.063 0.259 0.066 0.208 0.069 0.117 0.082 0.057* 1.86 

CSRCOM
a 

0.019 0.888 0.034 0.795 0.056 0.621 0.037 0.742 1.23 
LnOTHCSRD

† 
0.708 0.000*** 0.621 0.000*** 0.479 0.000*** 0.464 0.000*** 1.71 

LnCSRNEWS
†
 0.640 0.001*** 0.455 0.028** 0.374 0.007*** 0.350 0.001*** 2.89 

R & D
a
 -0.466 0.030** -0.386 0.059* -0.341 0.046** -0.340 0.037** 1.09 

Size (LnTURN)
†
 0.121 0.083* 0.128 0.054* 0.095 0.087* 0.076 0.164 2.95 

Profitability (ROE) -0.001 0.751 -0.001 0.796 -0.000 0.931 0.001 0.824 1.10 
LEVERAGE 0.001 0.832 -0.000 0.957 0.002 0.348 0.002 0.417 1.18 

AGE  0.004 0.575 0.003 0.661 0.002 0.752 0.002 0.701 1.33 
          
R

2
: Within      0.353  0.343  0.342   0.332   

      Between  0.489  0.471  0.452  0.456   
      Overall     0.416  0.403  0.396  0.392   

  χ
2
        252.59***  252.48***  264.10***  251.35***   

N 724  724  724  724   

***Significant at 1% = (p ≤ 0.01), **Significant at 5% = (p ≤ 0.05), *Significant at 10% = (p ≤ 0.10).  
a Dichotomous variable where 1 = presence of and 0 = absence of.           
† Log transformed variables. 
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Panel B: Regression Results when LnTURN is substituted with TOTASS and MKTCAP  

         13                               14        15                                  16        17                              18        19                             20 

 
Variables 

COMPROJ as Dependent Variable ED&ART as Dependent Variable HEALTH as Dependent Variable OTHCOM as Dependent Variable 
Coef (p-val) Coef (p-val) Coef (p-val) Coef (p-val) Coef (p-val) Coef (p-val) Coef (p-val) Coef (p-val) 

         

Constant -4.612 (0.000)*** -5.367 (0.000)*** -4.248 (0.000)*** -4.690 (0.000)*** -3.268 (0.010)*** -3.637 (0.003)*** -3.267 (0.000)*** -3.837 (0.000)*** 

LnCOMNEWS
†
 -0.115 (0.175) -0.123 (0.131) 0.063 (0.722) -0.029 (0.867) -0.022 (0.826) -0.037 (0.710) -0.001 (0.974) 0.011 (0.749) 

BODMET -0.012 (0.594) 0.003 (0.870) -0.017 (0.424) -0.002 (0.928) -0.019 (0.281) -0.008 (0.640) -0.012 (0.462) -0.003 (0.870) 

BODCOMP 0.354 (0.545) 0.729 (0.182) 0.498 (0.369) 0.890 (0.084)* 0.754 (0.101) 1.048 (0.015)** 0.640 (0.143) 0.891 (0.031)** 

AUDMET
 0.046 (0.413) -0.004 (0.943) 0.048 (0.364) 0.004 (0.932) 0.057 (0.187) 0.022 (0.604) 0.071 (0.099)* 0.036 (0.395) 

CSRCOM
a 0.020 (0.883) -0.012 (0.923) 0.039 (0.770) 0.009 (0.941) 0.055 (0.629) 0.034 (0.751) 0.036 (0.744) 0.013 (0.900) 

LnOTHCSRD
† 0.699 (0.000)*** 0.646 (0.000)*** 0.610 (0.000)*** 0.562 (0.000)*** 0.472 (0.000)*** 0.433 (0.000)*** 0.458 (0.000)*** 0.417 (0.000)*** 

LnCSRNEWS
†
 0.666 (0.000)*** 0.648 (0.000)*** 0.462 (0.025)** 0.508 (0.011)** 0.380 (0.006)*** 0.342 (0.009)*** 0.356 (0.000)*** 0.339 (0.000)*** 

R & D
a
 -0.449 (0.036)** -0.481 (0.014)** -0.369 (0.072)* -0.398 (0.031)** -0.329 (0.055)* -0.344 (0.026)** -0.331 (0.043)** -0.343 (0.022)** 

Size LnTOTASS
†
 0.174 (0.007)***  0.185 (0.002)***  0.136 (0.007***)  0.114 (0.021)**  

       LnMKTCAP
†
  0.345 (0.000)***  0.342 (0.000)***  0.261 (0.000)***  0.244 (0.000)*** 

Profitability (ROE) -0.000 (0.899) -0.004 (0.240) -0.000 (0.931) -0.004 (0.246) 0.000 (0.889) -0.002 (0.393) 0.001 (0.684) -0.001 (0.570) 

LEVERAGE -0.001 (0.813) -0.002 (0.561) -0.002 (0.592) -0.003 (0.359) 0.001 (0.630) 0.001 (0.750) 0.001 (0.690) 0.000 (0.885) 

AGE  0.003 (0.645) 0.000 (0.993) 0.002 (0.754) -0.001 (0.919) 0.001 (0.841) -0.001 (0.837) 0.001 (0.789) -0.001 (0.825) 
         

R
2
: Within      0.356 0.398 0.348 0.395 0.344 0.385 0.334 0.375 

      Between  0.493 0.486 0.482 0.468 0.462 0.455 0.462 0.453 

      Overall     0.421 0.439 0.412 0.429 0.403 0.419 0.397 0.413 

  χ
2
        251.98*** 323.15*** 255.88*** 344.72*** 269.56*** 359.47*** 256.07*** 335.14*** 

N 724 724 724 724 724 724 724 724 

***Significant at 1% = (p ≤ 0.01), **Significant at 5% = (p ≤ 0.05), *Significant at 10% = (p ≤ 0.10).  
a Dichotomous variable where 1 = presence of and 0 = absence of.           
† Ln = Log transformed variables. 
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Table 8: Comparison with results from Pooled OLS Regression  

Models           21                                  22          23                                 24          25                                   26          27                                  28 

 With BODSIZ             Without BODSIZ     With BODSIZ             Without BODSIZ     With BODSIZ             Without BODSIZ     With BODSIZ             Without BODSIZ     

 
Variables 

COMPROJ as Dependent Variable ED&ART as Dependent Variable HEALTH as Dependent Variable OTHCOM as Dependent Variable 
Coef (p-val) Coef (p-val) Coef (p-val) Coef (p-val) Coef (p-val) Coef (p-val) Coef (p-val) Coef (p-val) 

         

Constant -4.342 (0.000)*** -3.819 (0.000)*** -3.753 (0.000)*** -3.145 (0.000)*** -2.559 (0.095)* -2.386 (0.124) -3.016 (0.000)*** -2.612 (0.000)*** 

LnCOMNEWS
†
 -0.112 (0.272) -0.106 (0.299) -0.004 (0.987) -0.032 (0.885) -0.063 (0.622) -0.035 (0.789) 0.002 (0.964) -0.000 (0.998) 

BODMET 0.003 (0.899) -0.009 (0.658) -0.000 (0.985) -0.013 (0.510) -0.010 (0.574) -0.021 (0.208) -0.005 (0.785) -0.014 (0.388) 
BODCOMP -0.105 (0.827) -0.001 (0.999) 0.059 (0.896) 0.172 (0.699) 0.088 (0.814) 0.190 (0.610) 0.085 (0.812) 0.170 (0.631) 
BODSIZ 0.104 (0.000)***  0.111 (0.000)***  0.100 (0.000)***  0.083 0.000***  

AUDMET
 

0.133 (0.012)** 0.155 (0.003)*** 0.141 (0.005)*** 0.165 (0.001)*** 0.120 (0.004)*** 0.141 (0.001)*** 0.135 (0.001)*** 0.153 (0.000)*** 
CSRCOM

a 
0.199 (0.074)* 0.242 (0.031)** 0.210 (0.046)** 0.256 (0.016)** 0.223 (0.014)** 0.264 (0.004)*** 0.196 (0.028)** 0.231 (0.010)*** 

LnOTHCSRD
† 

0.747 (0.000)*** 0.747 (0.000)*** 0.666 (0.000)*** 0.666 (0.000)*** 0.527 (0.000)*** 0.527 (0.000)*** 0.502 (0.000)*** 0.502 (0.000)*** 
LnCSRNEWS

†
 0.528 (0.014)** 0.482 (0.027)** 0.372 (0.142) 0.355 (0.165) 0.257 (0.108) 0.241 (0.136) 0.264 (0.016)** 0.232 (0.038)** 

R & D
a
 -0.508 (0.000)*** -0.555 (0.000)*** -0.486 (0.000)*** -0.538 (0.000)*** -0.402 (0.000)*** -0.448 (0.000)*** -0.403 (0.000)*** -0.442 (0.000)*** 

Size LnTURN
†
 -0.021 (0.659) 0.081 (0.060)* -0.035 (0.420) 0.073 (0.070)* -0.037 (0.304) 0.061 (0.064)* 0.030 (0.394) 0.051 (0.122) 

Profitability (ROE) 0.006 (0.072)* 0.006 (0.120) 0.007 (0.054)* 0.006 (0.097)* 0.005 (0.056) 0.005 (0.108) 0.006 (0.022)** 0.005 (0.042)** 
LEVERAGE 0.004 (0.126) 0.003 (0.140) 0.003 (0.187) 0.003 (0.212) 0.003 (0.064)* 0.003 (0.076)* 0.003 (0.094)* 0.003 (0.108) 
AGE  0.001 (0.775) -0.000 (0.920) -0.001 (0.656) 0.000 (0.985) -0.000 (0.996) -0.001 (0.641) -0.000 (0.922) -0.001 (0.625) 
         
R

2
 0.439 0.427 0.432 0.416 0.428 0.409 0.419 0.405 

F-stat 31.18*** 31.19*** 32.49*** 31.80*** 33.32*** 32.63*** 31.97*** 32.02*** 

N 724 724 724 724 724 724 724 724 

***Significant at 1% = (p ≤ 0.01), **Significant at 5% = (p ≤ 0.05), *Significant at 10% = (p ≤ 0.10).  
a Dichotomous variable where 1 = presence of and 0 = absence of.           
† Ln = Log transformed variables. 

 


