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Abstract This study investigates the social and environ-

mental disclosure practices of socially responsible Chinese

listed firms as displayed in their annual reports and cor-

porate social responsibility (CSR) reports from the per-

spective of stakeholders. A stakeholder-driven, three-

dimensional social and environmental disclosure index that

integrates the quantity and two aspects of the quality of

disclosure perceived by stakeholders is constructed to

assess the social and environmental disclosures in firm

annual reports and CSR reports. The study results indicate

that stakeholders perceive different disclosure types and

disclosure items as important to differing degrees. CSR

reports provide more stakeholder-relevant social and

environmental disclosure than annual reports.

Keywords China � Corporate social responsibility �
Social and environmental disclosure � Social and
environmental disclosure index � Stakeholder

Introduction

Social and environmental disclosure is a relatively new

practice for Chinese firms. Prior to 2005, few Chinese

enterprises published social and environmental reports

(including environmental reports, CSR reports, or

sustainability reports). More recently, with sustainable

development a national strategic priority, the Chinese

government has actively encouraged Chinese enterprises to

become more socially and environmentally responsible to

their stakeholders. In response, the Shenzhen stock

exchange (SZSE) issued social responsibility guidelines for

listed firms in 2006, and the Shanghai stock exchange

(SSE) issued its own guidance documents in 2008 to urge

listed firms to publicly disclose social and environmental

information in their annual reports or CSR reports. An

increasing number of Chinese listed firms thus began to

publish CSR reports or sustainability reports as supple-

ments to their annual reports. A combination of govern-

mental efforts and agency initiatives thus has precipitated a

sudden surge in corporate social and environmental dis-

closure in China. According to the SSE, in 2008, 290 out of

roughly 980 listed firms published CSR reports in addition

to their financial reports, with 282 doing so for the first

time (China Securities Journal 2009).

While social and environmental disclosure has been

widely considered from academic and management per-

spectives in developed economies, the evidence concerning

social and environmental disclosure from stakeholders’

perspectives remains limited, especially in transitional

economies such as China. This study thus aims to provide

quantitative evidence of the extent and quality of the social

and environmental disclosures of Chinese listed firms from

the perspectives of stakeholders and thus to contribute to

corporate policy within the broader context of public pol-

icy. To achieve this, we construct a stakeholder-driven,

three-dimensional social and environmental disclosure

index (SEDI) that integrates disclosure quantity with two

aspects of disclosure quality as perceived by stakeholders.

The remainder of this paper is organized as follows.

‘‘Literature Review’’ section reviews the literature on
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corporate social and environmental disclosure. ‘‘Theoreti-

cal Framework’’ section then presents the theoretical

framework of this study. Subsequently, ‘‘Research Meth-

ods’’ section describes the study sample and research

methods. ‘‘Findings’’ section then presents the empirical

findings, while ‘‘Further Discussion’’ section further dis-

cusses those findings. Finally, ‘‘Concluding Remarks’’

section presents conclusions.

Literature Review

Disclosures form part of the accountability action taken by

firms in relation to their social and environmental activities

that contribute to sustainability (Reynolds and Yuthas

2008). Since sustainability is a normative concept con-

structed by humans and actualized in the cultural systems

they inhabit, social actors in different cultural systems

understand and enact sustainability differently (Korhonen

2003). The sustainability concept occupies a continuum

where it is understood quantitatively through an economic

dimension, and qualitatively through a development

dimension. Growth is a primary attribute in quantitative

sustainability, while development is a primary attribute in

qualitative sustainability. The classical economic model

focuses on economic growth where sustainability activities

are adjudicated strictly based on their market-worthiness.

Meanwhile, the neoclassical model also focuses on eco-

nomic growth, but sustainability activities are adjudicated

based on whether they translate in the long term into some

form of market-worthiness (e.g., reputation building). This

model thus places a genuine moral constraint on firms in

their pursuit of profits. Finally, a third economic model,

termed the development model, focuses on ensuring that

firms pursue profits without causing ecological damage;

that is, it aims to ensure that firms use natural resources

sustainably, and do not produce waste in excess of the

absorption capacity of ecological systems (DesJardins

1998). Given that the sustainability concept can be situated

anywhere on the continuum between the classical and

development economic models, the concept has eluded a

strict definition. In this study, given China’s current eco-

nomic status and cultural context, we propose that the most

applicable economic model is the neoclassical model of

sustainability. Social actors’ perceptions of sustainability

naturally influence sustainable development in a given

cultural context, but the dominant social paradigm of that

cultural context is what frames their actions in relation to

how natural resources become inputs and outputs in a firm

production system (Korhonen 2003).

A common interpretation of sustainable development is

the simultaneous development of social, ecological, and

economic systems. Within this context, sustainability

comprises three dimensions—diversity, interdependency,

and locality—that explain the ways natural resources are

used and reused for sustainable development. Diversity

arising from genetic variations in species is an essential

dimension that helps natural systems (e.g., an ecosystem)

to limit over-consumption of natural resources, and achieve

an ecological balance of natural resources to sustain the

system into the future. The interdependency between var-

ious actors in an ecosystem allows the natural matter and

energy that one actor considers waste to be treated as a

resource by another actor. In a natural ecosystem, diversity

of actors and interdependency of various components of

matter and energy as waste and resources, occurring in a

given locality, restore the ecological balance at the local

level (Korhonen 2003).

Korhonen (2002) argues that the dominant social para-

digm is not sustainable as an ecological dimension in the

classical and neoclassical economic models. For instance,

fossil fuel resources constitute approximately 80 % of

world energy consumption and are a nonrenewable natural

resource (Williams 1994). Although natural ecosystems

can accommodate biological emissions in a renewal growth

cycle, they cannot accommodate emissions arising from

fossil fuel use. Therefore, the use of fossil fuels to meet

energy requirements in the modern economic model

undermines sustainability. However, the dominant social

paradigm guides the policies and practices of sustainability.

In the classical and neoclassical economic models, sus-

tainability is quantified as a monetary measure. This

monetization can fall under three umbrellas: ecological

footprint, lifecycle assessments of products, and industrial

ecosystems. The ecological footprint entails measuring the

area of land and water needed to support the consumption

of matter and energy associated with a given activity (van

den Bergh and Verbruggen 1999; Wackernagel and Rees

1996). Meanwhile, lifecycle assessment means measuring

all the processes involved in the life of a product. Industrial

ecosystems measure the matter and energy flow of entities

using the analogy of a local natural ecosystem.

These broad measures involve various ethical issues,

especially in places dominated by globalized trade and

mass production (Costanza et al. 1997), such as China. For

instance, understanding the ecological footprint does not

provide a solution to dependence on fossil fuels for energy.

Moreover, lifecycle assessment does not address the issue

of developing nations, such as China, producing natural-

resource-intensive products at low prices that they then

exchange for other products from developed nations at high

prices. Similarly, ecosystem assessment of China’s use of

coal for energy production cannot create technologies able

to halt the depletion of natural resources (Korhonen 2003).

As these ethical concerns intensify, social actors in a given

cultural context question their views on sustainability. This
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then causes them to refocus away from the practical ethics

of serving greater goals and the greater good, and back to

the theoretical ethics of duty and intention. Theoretical

ethics re-examine the norms and values of social actors in a

cultural setting by contesting the greater goals and greater

good of sustainability activities. Social actors then are

likely to alter their interpretation of sustainability, and use

the underlying world view based on ethics to describe and

analyze sustainability.

The dominant social paradigm of sustainability (con-

sidered here as the neoclassical model) can be conceived as

a point estimate represented by various social paradigms,

each containing social actors with different norms and

values about sustainability. Firms must serve these differ-

ent social paradigms using different performance-based

disclosure measures that determine sustainability goals

consistently with the norms and values held by the relevant

social actors (Logsdon and Yuthas 1997). Accordingly, this

study surveys different stakeholder groups to understand

their perceptions of the performance-based measures of

sustainability disclosed by firms in their annual and CSR

reports.

Habermas believes that all communications assume four

conditions, known as universal pragmatics. These four

universal pragmatics are the objective part of a statement

(truth), the subjective part of a statement (sincerity), the

comprehensiveness of a statement (understandability), and

the extent to which a statement complies with norms (ap-

propriateness) (Habermas 1990; Reynolds and Yuthas

2008). Since corporate communication is subject to various

economic and political pressures, the universal pragmatics

of firm disclosure statements in their annual and CSR

reports should not be taken for granted. Reynolds and

Yuthas (2008) consider the design of the global reporting

initiative (GRI) framework for corporate reporting pur-

poses with a specific focus on issues of understandability

and appropriateness. When information is verifiable, it

meets the objective aspect of universal pragmatics. How-

ever, because firms are likely to follow a teleological

approach to social and environmental disclosure, the sin-

cerity of their disclosures is often questioned. This aspect

can be validated by stakeholder consultation. Each stake-

holder group is likely to have different norms and values

through which they evaluate the sincerity of firm teleo-

logical disclosure statements. Although the GRI framework

recommends numerous measures of disclosure, each

stakeholder group can identify which measures appear

sincere to them in their cultural context. This study seeks to

understand the sincerity of communication between firms

and stakeholders, to allow firms to focus on morally valid

social and environmental disclosure.

Social and environmental disclosure, which involves the

communication of the social and environmental effects of a

firm’s economic actions to particular interest groups and

society at large (Gray et al. 1987), underpins the concept of

CSR. While the term CSR has been widely discussed and

developed, no universally accepted definition exists

because it is contextualized by the societal culture. CSR

became popular with the emergence of the concept of

sustainable development in the 1980 s, which assumed a

‘triple bottom line’ connection between the economic,

environmental, and social responsibilities of a business

(Elkington 1998; Carroll 1999). Logsdon and Yuthas

(1997) identified the motivation of a firm to undertake and

disclose CSR using Kohlberg’s six stages of moral devel-

opment. For instance, a firm in stage two of moral devel-

opment is likely to engage in CSR to promote its own

interests, such as attracting customers, receiving financial

rewards, and gaining competitive advantages (Crane and

Matten 2004). On the other hand, firms may also imple-

ment CSR to address certain social and environmental

problems arising from their actions and thus help benefit

society, behavior that falls into stage five of Kohlberg’s

moral development. Firms that prioritize CSR because it is

‘the right thing to do,’ a mindset considered to represent

‘genuine’ CSR, fall into stage six of Kohlberg’s moral

development (Smith 2003).

Since the 1990s, CSR has become an important aspect

of business practices in relation to various moral issues,

such as human rights, labor rights, environmental and

sustainable development, and product safety (Hopkins

2004; Wang and Juslin 2009). With multinationals having

introduced Western CSR to the Chinese market during the

‘anti-sweatshop campaign’ (Pun 2003; Zhou 2006), China

has become a critical player in CSR because the neoclas-

sical economic model requires adherence to minimum

moral standards that offer long-term economic benefits. For

instance, the recent ‘milk powder scandal’ focused global

attention on Chinese CSR issues, and China’s swift

response supported its reputation for having a long-term

focus on CSR.

Substantial research has investigated numerous topics

related to social and environmental disclosure. These topics

include disclosure quantity and quality (Deegan and Gor-

don 1996; Gao et al. 2005), determinants of disclosure

(Hackston and Milne 1996; Cormier and Gordon 2001),

managerial motivations for disclose (O’Donovan 2002;

Milne and Patten 2002), and the relationship between

disclosure and actual performance (Cho and Patten 2007;

Clarkson et al. 2008).

Most previous studies measured corporate social and

environmental disclosure using volume-based content

analysis (Gray et al. 1995; Deegan and Gordon 1996;

Hackston and Milne 1996; Gao et al. 2005). The selection

of appropriate units for coding and measuring disclosure is

important to content analysis (Abeysekera 2007). Common
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measurement units in the social and environmental dis-

closure literature include the word (Deegan and Gordon

1996; Deegan and Rankin 1996), sentence (Tsang 1998;

Deegan et al. 2000), page (Cowen et al. 1987; Hackston

and Milne 1996), and page proportion (Guthrie and Parker

1989, 1990; Gray et al. 1995). Each measurement unit has

its limitations with respect to quantifying disclosure

quantity. For example, pages may include pictures that

contain no information on social or environmental activi-

ties (Al-Tuwaijri et al. 2004), sentences may lead to rele-

vant tables and figures being ignored, and page proportions

entail subjective judgments on the treatment of blank

portions (Unerman 2000). Debate regarding the most

appropriate unit of analysis thus has persisted in the social

and environmental disclosure literature (Milne and Adler

1999; Unerman 2000; Steenkamp and Northcott 2007).

Alternatively, recent studies have favored the use of

phrases, clauses, or themes as units of analysis (Beattie and

Thomson 2007; Campbell and Abdul Rahman 2010).

These measures establish the objective aspects of a state-

ment, but fail to establish its subjective aspects in com-

munication actions.

A key assumption underlying content analysis in social

and environmental research is that the quantity of dis-

closure regarding an item signifies its relative importance

(Unerman 2000). Nevertheless, recognition exists that

reliance on the mere number of disclosures (i.e., quanti-

tative measures) may be misleading or insufficient (Cowen

et al. 1987; Toms 2002; Hasseldine et al. 2005). Fur-

thermore, counting disclosure volume does not reveal the

type and importance of the information being communi-

cated (van der Laan Smith et al. 2005). The disclosure of

more information does not necessarily mean that disclo-

sure is high quality. It satisfies the objective aspect of the

statement being communicated, as information is objec-

tively verifiable, but does not address its subjective aspect.

Some studies thus have investigated corporate social and

environmental disclosure by measuring the subjective

aspects of statements made in corporate communications,

something known in the literature as disclosure quality

(Cormier and Magnan 1999, 2003; Cormier and Gordon

2001; Liu and Anbumozhi 2009). Disclosure quality is

usually assessed using a content analysis disclosure index.

Such an index rates a disclosure in terms of each of the

predefined items in a checklist based on the presence or

absence of elaboration of each individual item, as well as

the degree of that elaboration, and assumes that in eval-

uating the subjective part of those disclosure items,

stakeholders perceive disclosure sincerity and quality to

increase with the volume of information disclosed. For

example, Wiseman (1982) proposed a quality rating scale

ranging from one to three to evaluate the quality of dif-

ferent disclosure types (i.e., general narrative; specific

narrative using nonquantitative terms; and description

using monetary/quantitative terms), and her index was

subsequently popularized by many researchers (Walden

and Schwartz 1997; Choi 1999; Cormier and Gordon

2001). Some studies have updated the approach of

Wiseman by developing other indices, such as the Hack-

ston and Milne (1996) index and the SustainAbility/UNEP

(1997) index. The most widely used indices in recent

studies are based on the GRI framework (Clarkson et al.

2008; Liu and Anbumozhi 2009). Most of these extant

disclosure indices focus only on disclosure quality, with

the exception of the hybrid measure designed by Has-

seldine et al. (2005), which integrates quality and quantity

measures into a single disclosure index. This index thus

captures the joint effect of quality measure (i.e., the sub-

jective aspect of the statement) and quantity measure (i.e.,

the objective aspect of the statement) and provides

stakeholders with a more pragmatic means of social and

environmental disclosure.

Influential standards and guidelines such as the GRI and

Account Ability increasingly inform leading-edge disclo-

sure practice and underline the stakeholder accountability

of the disclosure process (Cooper and Owen 2007). For

example, according to the GRI (2002, p. 9):

a primary goal of reporting is to contribute to an

ongoing stakeholder dialogue. Reports alone provide

little value if they fail to inform stakeholders or

support a dialogue that influences the decisions and

behavior of both the reporting organization and its

stakeholders.

Therefore, under the accountability principle, a concern

related to corporate disclosure is the right of all stake-

holders to receive all information on the firm, including

social and environmental information, and the responsi-

bility of the firm to provide such information, even when

not actually required by regulatory bodies. In previous

studies, researchers determined the quality of disclosure in

a SEDI by assigning different values to different disclosure

types (Toms 2002; van Staden and Hooks 2007; Clarkson

et al. 2008). However, this approach introduces researcher

judgments regarding to disclosure quality that may not

align with stakeholder judgments, since only stakeholders

themselves can evaluate the sincerity of communication as

it appears to them (i.e., the subjective aspects of a state-

ment). Therefore, the quality of social and environmental

disclosure should be ascertained from the perspectives of

stakeholders. No previous studies have examined this issue,

except for Toms (2002), who conducted a questionnaire

survey to ask investment professionals their perceptions of

the importance of different types of qualitative environ-

mental disclosure to environmental disclosure quality.

However, Toms (2002) only considered the perceptions of
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investment professionals and ignored those of other inter-

ested stakeholders.

A review of the literature on the use of disclosure

indices in accounting research reveals that researchers are

divided on whether disclosure items should be assigned

equal or unequal values. Studies assuming equal impor-

tance for disclosure items argue that the assignment of

subjective weights to items can result in items averaging

each other out (Cooke 1989), and that the sincerity of

corporate social and environmental disclosure is best

evaluated by treating all disclosure items as equally

important to stakeholders. In contrast, studies proposing

unequal values for disclosure items emphasize the notion

that certain items are more important than others, and

suggest that the importance weighting of items helps

enhance disclosure sincerity as some disclosure items

inform stakeholders more than others. They further note

that an attitude survey among relevant stakeholders can

provide information about the relative importance of dis-

closure items (Beattie et al. 2004). For example, Schneider

and Samkin (2008) consulted a stakeholder panel regarding

their opinions on the relative importance of disclosure

items included in an intellectual capital disclosure index.

The social and environmental disclosure literature contains

no studies on the relative importance of disclosure items to

stakeholders; in contrast, studies in this field have assumed

all disclosure items to be of equal value (Clarkson et al.

2011).

Stakeholders are the users of corporate social and

environmental disclosure. Considering the absence of

studies that adopt stakeholder perspectives on corporate

social and environmental disclosure to address the sincerity

of communication, this study aims to provide evidence of

the social and environmental disclosure practices of Chi-

nese listed firms through constructing a SEDI that combi-

nes stakeholders’ perceptions of the quality and quantity of

corporate social and environmental disclosure (i.e. its sin-

cerity and objective aspects).

Theoretical Framework

In relation to a firm, society can be grouped into share-

holders, creditors, regulators, employees, customers, and

suppliers, all of whom may be interested in firm social and

environmental activities. Freeman (1984) identified these

groups as ‘stakeholders.’ Stakeholders have the power to

influence managerial strategic decisions through their

control over the resources that support the continued

existence of a firm (Ullmann 1985). To ensure its continued

existence, a firm must seek and maintain stakeholder sup-

port (Freeman 1984). Stakeholder theory focuses on the

need to manage powerful stakeholder groups that control

resources necessary to a firm’s operations (Ullmann 1985;

Deegan 2002), with information being a major element that

firms can employ to indicate their conformance to stake-

holder expectations. Corporate social and environmental

disclosure is therefore expected to be an effective man-

agement strategy for developing and maintaining satisfac-

tory relationships with various stakeholders. Researchers

have recently used stakeholder theory to investigate

stakeholder engagement in social and environmental dis-

closure, as well as external stakeholder perceptions of

corporate social and environmental disclosure (Unerman

2007; Tilt 2007).

Owing to pressure from foreign buyers, Chinese firms

have passively begun to accept Western standards, regu-

lations, and codes of conduct relating to CSR in order to

consider certain relevant stakeholder concerns (e.g.,

working conditions, as well as health and safety issues)

(Wang and Juslin 2009). This is consistent with the neo-

classical economic model. As Chinese firms go through

this transition, concepts such as stakeholder engagement to

fulfill CSR can help them better understand how to meet

new political, economic, and cultural expectations when

accessing new foreign markets (Zhou 2006). This study

employs stakeholder theory from the perspective of report

users to investigate how Chinese firms consider specific

and identifiable stakeholder groups in corporate social and

environmental disclosure.

Research Methods

Sample and Data Source

This study adopted a ‘best practice’ approach by using the

100 socially responsible firms identified by the 2008 Chi-

nese Stock-listed Firms’ Social Responsibility Ranking

List. This list, the first CSR rating system in China, was

initiated by Southern Weekend (one of China’s most pop-

ular newspapers) and is based on investigation by the All-

China Federation of Trade Unions, All-China Federation of

Industry & Commerce, Peking University, Fudan Univer-

sity, and Nankai University. The listed firms are large

Chinese listed firms from all over mainland China with

minimum annual operating revenues of 10 billion Chinese

Yuan (Southern Weekend 2008).

This study used two avenues to access the data consid-

ered in the analysis: firm reports and a questionnaire sur-

vey. On the one hand, the annual reports and CSR reports

of sample firms for the year 2008 were used to identify

corporate social and environmental disclosure. Early

studies viewed annual reports as the principal means for

corporate communication of operations to the public

(Wiseman 1982), and all previous social and environmental
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disclosure studies were based on such reports (Guthrie and

Parker 1989; Harte and Owen 1991; Gray et al. 1995;

Deegan and Gordon 1996; Campbell 2004). Furthermore,

the literature also uses sources other than annual reports,

such as stand-alone social and environmental reports (Frost

et al. 2005; Clarkson et al. 2008; Murthy and Abeysekera

2008). This study used both annual reports and CSR reports

because stakeholders are likely to consider all publicly

available reports in decision-making (Van Staden and

Hooks 2007). Although firms may disclose social and

environmental information via media other than annual

reports and CSR reports (e.g., corporate websites), as

Unerman et al. (2007, p. 203) suggested, ‘‘for pragmatic

reasons, it was necessary to place limits on the scope of

documents analysed—if this were not done then the num-

ber of documents to be analysed for any single firm could

have been overwhelming.’’ Therefore, this study focused

solely on annual reports and CSR reports.

On the other hand, empirical data were collected

through a questionnaire survey to ascertain stakeholders’

perceptions of the relative importance of different disclo-

sure types identified from the literature. Empirical data

were also collected through consulting a panel of stake-

holders to ascertain stakeholder perceptions of the relative

importance of disclosure items. Opinions of relevant

stakeholders’ regarding different disclosure types and dis-

closure items were sought because the quality measure

ascertaining the sincerity aspect of the disclosure should

have a strong theoretical underpinning. For instance, when

applying agency theory, investors become the focus in

measuring quality, and the quality measure should reflect

investor perspectives. Meanwhile, when using stakeholder

theory, stakeholders become the focal point, and the quality

measure should be relevant to their decision-making. This

study thus set out to provide insights into the social and

environmental disclosures of sample firms from the per-

spectives of stakeholders rather than that of the researcher.

A Stakeholder-Driven, Three-dimensional SEDI

This study constructed a SEDI based on the GRI Sustain-

ability Reporting Guidelines (G3 version) to assess firms’

social and environmental disclosures in their annual reports

and CSR reports. The GRI Guidelines provide an interna-

tionally recognized framework for social and environ-

mental disclosure, which is comprehensive and covers all

aspects, such as economic, social, and environmental per-

formance (Frost et al. 2005). The standardization of metrics

supports the reliability of disclosure measurement. How-

ever, GRI has been criticized for its ‘one size fits all’ nature

(Sherman 2009), and the GRI reporting framework has

questionable ability to meet the requirements of diverse

nations, industries, organizational sizes, and stakeholders.

Even with the wide acceptance of the framework, the

disparities in what is reported and how continues to be

frustrating (Sherman 2009). Therefore, we must recognize

a balance between standardization of metrics and disclo-

sure data on the one hand, and customization and stake-

holder engagement on the other. This study argues that the

GRI reporting framework is only a tool and the priority is

to involve stakeholders. The use of the GRI framework to

analyze corporate social and environmental disclosure also

enables greater stakeholder engagement.

Previous studies have used the GRI Guidelines as a

coding framework to analyze corporate social and envi-

ronmental disclosure (Frost et al. 2005; Clarkson et al.

2008; Adnan et al. 2010). The GRI (G3) Guidelines gen-

erally comprise two broad parts: the overall context for

understanding organizational performance (i.e., Strategy

and Analysis, Organizational Profile, Report Parameters,

and Governance, Commitments, and Engagement), and

organizational performance indicators (i.e., Economic

Performance [EC], Environmental Performance [EN], and

Social Performance [including Labor Practices (LA),

Human Rights (HR), Society (SO), and Product Respon-

sibility (PR)]). In total, the GRI (G3) contains 121

reporting items (GRI, 2006). This study used these 121

reporting items as predefined items to codify corporate

social and environmental disclosure.

Disclosure Quantity

The SEDI comprises three dimensions: the quantity mea-

sure, quality measure for disclosure types, and quality

measure for disclosure items. The quantity dimension of

the SEDI was approached by using content analysis to

collect data on the frequency with which firms disclosed

each of the 121 GRI items in their annual reports and CSR

reports. The definitions from the GRI framework for each

reporting item were used to guide the coding of corporate

annual reports and CSR reports. Using the underlying

theme of each GRI item as the coding and measuring unit,

social and environmental disclosures were identified by the

‘meaning’ implied in the text according to the definition of

the GRI item, and were measured based on the number of

times each item was mentioned in the annual and CSR

reports. This enabled us to capture disclosure items more

comprehensively than with a manifest content analysis

technique such as searching for pre-determined words in

annual reports and CSR reports.

Disclosure Type Quality

The quality dimension relating to disclosure types was

approached by conducting a questionnaire survey to gather

data on stakeholder perceptions of preferences for different
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disclosure types as identified from the literature. Based on

the literature (Toms 2002; Clarkson et al. 2008), five dis-

closure types were identified: (1) general narrative; (2)

specific endeavor communicated in nonquantitative terms;

(3) quantified performance data; (4) quantified perfor-

mance data relative to benchmarks (e.g., targets, industry,

previous periods); and (5) quantified performance data at a

disaggregate level (e.g., plant, business unit, geographic

segment). A preview of the annual and CSR reports of the

sample firms revealed that firms reported their performance

information (i.e., EC performance, EN performance, LA

performance, HR performance, SO performance, and PR

performance) based on all the above disclosure types.

Besides performance information, firms were also found to

report their contextual information but in doing so used

fewer disclosure types, namely general narrative, specific

endeavor communicated in nonquantitative terms, and

quantified data. Even for the GRI context categories,

strategy and analysis and report parameters, sample firms

were found to use far fewer disclosure types. This study

thus designed the questionnaire using different disclosure

types for GRI performance and context (please see

Table 1). The questionnaire adopted a continuous rating

scale that asked stakeholders to rate the relative importance

of five disclosure types by placing a mark on a continuous

line between two fixed points labeled 0 and 100 (Brace

2004).

As corporate stakeholders include various interest

groups focused on different categories of corporate social

and environmental disclosure, we surveyed the given

stakeholder groups only about the disclosure most relevant

to them. This study thus designed six stakeholder-specific

versions of the questionnaire (i.e., EC version, EN version,

LA version, HR version, SO version, and PR version) for

six broad stakeholder groups identified in the GRI frame-

work (i.e., economic stakeholders, environmental stake-

holders, labor stakeholders, human rights stakeholders,

social stakeholders, and product stakeholders). Each

questionnaire version asked the given stakeholder group to

rate the five disclosure types from 0 to 100 by providing

specific examples that represented disclosure in the rele-

vant performance category for each disclosure type.

Additionally, all stakeholder-specific questionnaires pro-

vided common examples for each disclosure type for

context items in the GRI framework.

While firms are legally required to maintain a registry of

their shareholders, the same does not apply to stakeholders,

and hence the lack of information about stakeholder com-

position posed a challenge to the selection of stakeholders

for survey. Firm management is experientially aware of

stakeholder composition since they prepare the annual and

CSR reports for corporate stakeholders. Hence, this study

contacted corporate executives involved in preparing

annual reports and/or CSR reports and requested that they

distribute the six versions of the questionnaire to relevant

groups of stakeholders. Based on the judgments of corpo-

rate executives, each stakeholder group thus was surveyed

to ascertain their perceptions regarding their preferences

for different types of corporate social and environmental

disclosure. A written request was made in the initial

recruitment email to ask executives of the 100 sample firms

to distribute the questionnaires among their stakeholders.

The respondents were required to return the questionnaires

directly to the researcher rather than the firm.

Disclosure Item Quality

The quality dimension relating to disclosure items was

approached through a panel consultation of stakeholders to

ascertain their perceptions of the relative importance of 121

GRI reporting items. A stakeholder panel serves an

approach for better understanding of the business impact

on stakeholders, and this form of stakeholder engagement

offers valuable perspectives through directly engaging with

stakeholders (UN Global Compact 2010). Another reason

for using a stakeholder panel consultation is due to that a

large number (121) of items need to be examined for their

relative importance. A typical questionnaire survey would

Table 1 Disclosure types in the

questionnaire survey
No. Description

Stakeholder-specific disclosure (performance items)

1 General narrative

2 Specific endeavor communicated in nonquantitative terms

3 Quantified performance data

4 Quantified performance data relative to benchmarks (e.g., targets, industry, previous periods)

5 Quantified performance data at a disaggregate level (e.g., plant, business unit, geographic segment)

Context disclosure

1 General narrative

2 Specific endeavor communicated in nonquantitative terms

3 Quantified data
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take around 2 h to complete it, and respondents are unli-

kely to allocate such a long-time period. The stakeholder

panel comprised a group of stakeholder representatives

convened by a sample firm to give responses on the relative

importance of GRI reporting items. Specifically, the panel

comprised 12 stakeholder members: (1) a large individual

shareholder; (2) a manager from an institutional share-

holder; (3) a loan manager from a partner bank; (4) a chief

officer from a government authority; (5) an academic; (6)

an auditor partner; (7) a human resource manager; (8) an

employee representative; (9) a customer representative;

(10) a manager from a major supplier; (11) a representative

of the local community; and (12) a local media manager.

Panel members were selected from a wide range of

stakeholder groups because the investigated disclosure

items cover diverse GRI categories (i.e., EC, EN, LA, HR,

SO, and PR). The size of the panel depends on the research

objectives, and a larger panel has the advantage of offering

diverse perspectives (UN Global Compact 2010). This

study selected the panel members based on their involve-

ment in corporate social and environmental activities,

knowledge of the possible content of corporate annual

reports and CSR reports, and personal experience. To

ensure the effectiveness of the stakeholder panel, each

member was given a questionnaire that asked them to

review the list of 121 GRI items. For each item, panel

members were asked their opinions on whether or not that

item should be disclosed, and if so its degree of importance

assessed using the rating scales adapted from Schneider

and Samkin (2008) (see Table 2). The relative importance

of each item was determined as the mean (or average) score

derived from the opinions of the 12 panel members.

In conclusion, the stakeholder-driven, three-dimensional

SEDI constructed in this study was a product of the three

disclosure dimensions: disclosure quantity score * disclo-

sure type quality score * disclosure item quality score. Our

disclosure index thus combined the objective and subjec-

tive aspects of disclosure from the perspectives of stake-

holders (please see Fig. 1).

Findings

Results of the Questionnaire Survey

As discussed above, this study conducted a questionnaire

survey to investigate stakeholder preferences regarding

disclosure types. A total of 217 completed questionnaire

forms were received, the largest proportion of which (45

out of 217) were on the LA version. In contrast, relatively

few completed questionnaires were received that dealt with

the EN and HR versions. HR disclosure is sensitive in

China, which is often criticized for practices such as

‘sweatshop’ production to supply foreign firms (World

Bank 2004).

In this study, the GRI Context disclosure was included

in all the questionnaire versions and was rated by all rel-

evant stakeholder groups. Table 3 indicates the mean val-

ues of stakeholders’ perceptions of the relative importance

of different disclosure types in terms of context categories,

according to the returned questionnaires. The importance

of various disclosure types of context categories that

stakeholders evaluated was generally low, with the mean of

each being around 20, based on a continuous rating scale

ranging from 0 to 100. For the categories Organizational

Profile and Governance, Commitments, and Engagement

(each of which had more than two disclosure types), a

nonparametric Kruskal–Wallis test was conducted to

determine whether the importance responses differed sig-

nificantly among various disclosure types (results not

reported here), and found no statistically significant dif-

ference. Furthermore, Mann–Whitney U tests were per-

formed to determine whether a significant difference

existed between each two disclosure types for all Context

categories except Strategy and Analysis (which had only

one disclosure type), and again no statistically significant

difference was found (results not reported here). Stake-

holders did not rate different disclosure types (i.e., general

narrative, specific endeavor communicated in nonquanti-

tative terms, and quantified data) differently, indicating the

absence of a quality hierarchy in terms of disclosure type

for GRI context-related disclosures.

Each questionnaire version dealt with a single perfor-

mance category and was sent to the stakeholder group

directly concerned with disclosure in relation to that per-

formance category. Table 4 lists the mean values of

stakeholders’ responses regarding the relative importance

of disclosure types for each performance category. The

table shows that for each performance category, different

disclosure types had different mean values of importance

assigned by stakeholders, and the mean importance values

increased from general narrative to specific endeavor

communicated in nonquantitative terms and finally

Table 2 Rating scales used for disclosure items in the stakeholder

panel consultation

Score Description

0 Should not be disclosed

1 Should be disclosed but is of minor importance

2 Should be disclosed and is of intermediate importance

3 Should be disclosed and is of great importance

4 It is essential to disclose this item

Source Schneider and Samkin (2008)
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quantified performance data at the disaggregate level.

A Kruskal–Wallis test was performed to determine whether

the ‘importance’ responses differed significantly among

various disclosure types for each performance category

(results not reported here). The results indicated a statisti-

cally significant difference in the ‘importance’ responses in

terms of disclosure types for each performance category.

Since the Kruskal–Wallis test indicates only whether

SEDI 

Quantity measure – 

frequency of 121 

disclosure items in the 

annual report and 

CSR report 

Quality measure – 

disclosure items  

Quality measure – 

disclosure types 

Content analysis 

Continuous scale: 0 to 

∞

Survey questionnaire to 

stakeholder groups 

Continuous scale: 0 to 

100 

Stakeholder panel 

consultation 

Ordinal scale: 0 to 4 

Frequency count 

based on disclosure 

item theme with one 

theme for each 

disclosure item 

Six-version questionnaires 

(EC, EN, LA, HR, SO, and 

PR) for six stakeholder groups 

Stakeholder-specific disclosure 

and common context 

disclosure in each version 

12 stakeholders 

representing diverse 

stakeholder groups 

121 GRI disclosure 

items (79 performance 

items and 42 context 

items) 

Fig. 1 SEDI construction

Table 3 Stakeholders perceptions of the importance of different disclosure types—context categories

Category Disclosure type Mean

Strategy and analysis Specific endeavor communicated in nonquantitative terms 20.00

Organizational profile General narrative 19.68

Specific endeavor communicated in nonquantitative terms 20.32

Quantified data 20.60

Report parameters General narrative 19.35

Specific endeavor communicated in nonquantitative terms 20.28

Governance, commitments and engagement General narrative 19.45

Specific endeavor communicated in nonquantitative terms 20.28

Quantified data 20.74

Disclosure types were rated on a continuous scale (0 unimportant to 100 important)
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disclosure types differ overall, and not whether specific

types differ from others, further analysis in the form of

Mann–Whitney U tests was conducted to determine whe-

ther a given two disclosure types differed significantly in

each performance category (results not reported here). A

significant statistical difference thus was found between

each two disclosure types for each category. Stakeholders

thus assigned significantly different importance to the dif-

ferent disclosure types, and displayed a clear preference for

the quantified and objectified performance disclosures.

This suggested the existence of a quality hierarchy in terms

of disclosure type for performance categories. This study

provides evidence regarding the quality hierarchy of

disclosure types from the perspectives of stakeholders in a

developing country setting, and thus advances the previous

literature on developed country settings (Robertson and

Nicholson 1996; Toms 2002).

As discussed in the method section, this study used the

mean values of stakeholders’ responses on each disclosure

type for each GRI category as the disclosure type quality

rating in calculating sample firm SEDI.

Results of Stakeholder Panel Consultation

A stakeholder panel consultation was conducted to collect

the data on stakeholders’ perceptions of the relative

importance of 121 GRI reporting items. The mean values

of panel members’ responses on the importance of each

GRI item are presented in Table 7 (Appendix). The level of

importance accorded to most GRI items lays between

‘‘intermediately important’’ (score = 2) and ‘‘essential to

disclose’’ (score = 4). The lowest mean score (1.92) was

awarded to the Report Parameter item ‘‘state any specific

limitations on the scope or boundary of the report,’’ indi-

cating that stakeholders viewed it as the least relevant to

them. Meanwhile, the highest mean score (4) was awarded

to both the Organizational Profile item ‘‘name of the

organization’’ and the Report Parameter item ‘‘reporting

period for information provided,’’ indicating that stake-

holders considered disclosure of these two items essential.

Some items had the importance score 3.92 closing to

‘‘essential to disclose,’’ which were EC1 (direct economic

value generated and distributed), EC8 (development and

impact of infrastructure investments and services provided

primarily for public benefit), EN30 (total environmental

protection expenditures and investments by type), LA7

(rates of injury, occupational diseases, lost days, and

absenteeism, and number of work-related fatalities by

region), and SO1 (nature, scope, and effectiveness of any

programs and practices that assess and manage the impacts

of operations on communities). The disclosures in these

items indicate a firm’s financial performance, its contri-

butions to the society and environmental protection, and

negative information on its occupational diseases and

death, which were also viewed as great important by

stakeholders.

This study used the mean scores of panel members’

responses regarding the importance of each GRI item as the

disclosure item quality to calculate sample firm SEDI.

Comparison of Social and Environmental Disclosure

(SEDI) Between Two Reporting Media

Based on the reporting frequency of each disclosure type,

the quality rating scores of each disclosure type identified

by the questionnaire survey, and the relative importance of

Table 4 Stakeholders’ perceived importance of different disclosure

types—performance categories

Category Disclosure type Mean

EC 1 20.00

2 39.47

3 60.53

4 80.26

5 90.00

EN 1 20.00

2 39.68

3 60.65

4 80.00

5 90.00

LA 1 20.00

2 39.56

3 60.67

4 80.00

5 90.00

HR 1 20.31

2 40.00

3 60.31

4 80.63

5 87.81

SO 1 19.72

2 40.00

3 59.72

4 79.44

5 89.17

PR 1 20.00

2 40.00

3 60.57

4 79.43

5 90.29

1 general narrative, 2 specific endeavor communicated in nonquan-

titative terms, 3 quantified performance data, 4 quantified perfor-

mance data relative to benchmarks, 5 quantified performance data at a

disaggregate level. Disclosure types were rated on a continuous scale

(0 unimportant to 100 important)
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the GRI items as determined by the stakeholder panel, an

SEDI for each sample firm was calculated to evaluate

social and environmental disclosure in the firm’s annual

report and CSR report. When calculating the SEDI of a

firm, the quality score of each disclosure type for a given

GRI item was multiplied by the disclosure frequency for

that disclosure type and then added up for all disclosure

types to get the total of that GRI item; this total score was

multiplied by the importance score of the GRI item to

achieve the final disclosure score of this item. The aggre-

gated scores of all 121 items in this way became the SEDI

for the given firm. Table 5 lists the results of descriptive

statistics of SEDI for the two reporting media (i.e., annual

report and CSR report). The SEDI (total) ranged from a

minimum score of 5172.50 to a maximum of 33,299.16,

with mean 12,783.86 and standard deviation 5253.86,

indicating that firms differed widely in their stakeholder-

relevant social and environmental disclosure. Comparing

the two reporting media, the variation in disclosure among

firms for CSR reports, with SEDI (CSR report) having

mean 6288.15 and standard deviation 4741.58, exceeded

that for annual reports, with SEDI (Annual report) having

mean 6495.71 and standard deviation 1477.62. A minimum

score of 0 for SEDI (CSR report) shows that some sample

firms did not publish a CSR report for 2008 containing any

information related to GRI. On the other hand, all annual

reports contained some disclosure related to GRI items.

For 81 sample firms that published CSR reports, both

paired samples t test and Wilcoxon matched-pairs signed-

ranks test were used to examine whether social and envi-

ronmental disclosure varied between the annual and CSR

reports. The results are shown in Table 6. As the table

indicates, social and environmental disclosure varied sig-

nificantly between the annual and CSR reports, with former

containing less stakeholder-relevant social and environ-

mental disclosure than the latter. This finding is consistent

with previous studies (Frost et al. 2005; Adnan et al. 2010),

and may be due to the explicit purpose of the CSR report

being the provision of social and environmental disclosure,

and due to the two reports being directed at different user

groups (Rowbottom and Lymer 2009).

In sum, socially responsible Chinese listed firms vary

considerably in terms of social and environmental disclo-

sure, confirming that what is considered sincere disclosure

(i.e., the subjective assessment of disclosure) varies among

stakeholder groups. While social and environmental dis-

closure remains voluntary in China, it is encouraged by the

Chinese government, and most firms on the social

responsibility ranking list published CSR reports for 2008.

Compared with the annual report, the CSR report is a more

valuable source of stakeholder-relevant information on

firms’ social and environmental activities.

Further Discussion

Stakeholders’ perceptions reflect social norms and ethical

values. For example, stakeholders’ responses on the

importance of LA items assigned more importance to LA1

‘‘total workforce’’ and LA7 ‘‘work-related injuries, dis-

eases and fatalities’’; meanwhile, LA 14 ‘‘ratio of basic

salary of men to women by employee category’’ was

assigned less importance. Such variations imply that

stakeholders paid more attention to corporate workforce

(an indicator of corporate size) and occupational health and

safety. From the stakeholder perspective, corporate size is

related to public scrutiny (Cormier and Gordon 2001; Liu

and Anbumozhi 2009), and commitment to occupational

health and safety reflects corporate fulfillment of social

norms and stakeholders’ expectations. Large firms use

more societal and environmental resources, and therefore

should be more obligated to give back to their host society.

Hence, stakeholders likely viewed these items as more

important and so preferred more associated disclosure. In

contrast, stakeholders had less interest in the item on

gender differences in remuneration by employee category,

despite this being an item that may raise ethical issues in

some cultural contexts. One possible reason for this

Table 5 Descriptive statistics

of SEDI for two reporting media
Reporting media Obs. Mean SD Min. Max. Median

SEDI (Annual report) 100 6495.71 1477.62 4570.83 14,359.99 6062.50

SEDI (CSR report) 100 6288.15 4741.58 0 20,815 5716.67

SEDI (Total) 100 12,783.86 5253.86 5172.50 33,299.16 12,034.17

Table 6 Comparison of social

and environmental disclosure

between annual reports and

CSR reports (n = 81)

Mean SD Median t test Wilcoxon test

t-stat. Sig. z-stat. Sig.

Annual report 6380.81 1544.17 5925.83 -3.4279 0.001 -2.507 0.0122

CSR report 7763.15 4028.46 6370
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response is that, unlike in some other Asian countries,

gender differences in remuneration are not considered a

serious issue in China.

The sample firms are socially responsible firms recog-

nized by the ratings agency according to their actual social

and environmental performance. Crane and Matten (2004)

commented on the difficulty and impossibility at times of

determining corporate motives. Firms may not undertake

CSR for purely ethical purposes, but recognize the

importance of behaving responsibly to achieve what may

be seen as their ultimate goal, making profit, which is

consistent with the neoclassical economic model. Thus,

even from a pure self-interest perspective, it is better for a

firm to engage in CSR (Asmah 2009).

Concluding Remarks

This study provides evidence of how stakeholders perceive

the social and environmental disclosure practices of

socially responsible Chinese listed firms. The results sug-

gest that stakeholders perceive a quality hierarchy of dif-

ferent disclosure types in terms of GRI performance

disclosure. Stakeholders also assign different importance to

different disclosure items. The results also show that most

socially responsible Chinese listed firms (as identified by

the social responsibility ranking list) published CSR reports

for 2008, but their social and environmental disclosure

varied widely. From the perspective of stakeholders, CSR

reports provide more stakeholder-relevant social and

environmental disclosure than annual reports.

This study extended the current research on social and

environmental disclosure to the context of a developing

country, China. The findings on socially responsible Chi-

nese listed firms can contribute to the development and

improvement of social and environmental policies in

China. The Chinese government has issued regulations and

guidelines in promoting firms’ CSR behaviors and social

and environmental disclosure practices. However, ambi-

guity and uncertainty within governmental regulations and

guidelines led to noncomparable and jagged disclosure

practices among firms. Therefore, the Chinese government

needs to make continuous efforts by providing more

detailed guidance regarding the content and extent of social

and environmental disclosure to assist firms to communi-

cate their CSR activities effectively to regulatory bodies

and other stakeholders. Findings of this study provide

insights in revising and streamlining future governmental

regulations and guidelines to make firms disclose CSR

relevant to stakeholders for decision-making. An additional

policymaking aspect is to improve the quality and credi-

bility of social and environmental disclosure, external

assurance should be provided as part of the accountability

process (Adams 2004). In the current Chinese context,

verification of CSR reports through independent third

parties is still in its infancy. In the future, audit firms can be

encouraged to provide reasonable assurance for firms’

social and environmental disclosure in annual reports and

CSR reports with a stakeholder-relevant focus.

This study also makes a methodological contribution to

the literature in terms of instrument development by con-

structing a stakeholder-driven, three-dimensional SEDI.

However, the interpretation of the study findings must

consider the following limitations. First, owing to the

manual collection of disclosure data and a labor-intensive

latent content analysis process, the study sample was rel-

atively small, which may limit the generalizability of the

findings to firms outside the social responsibility ranking

list. Second, a questionnaire survey and a panel consulta-

tion were adopted as the primary method of inquiry to

understand the perceptions of relevant stakeholders

regarding corporate social and environmental disclosure,

and participants were approached by the firms studied. This

approach was adopted as managers are well aware of their

stakeholder profiles of the firm. However, managers may

have brought bias in selecting stakeholders representing

their firm. Also, the cognitive outlook of stakeholders may

also have introduced bias. Hence, as with most research

that relies on surveys as an information source, the results

must be interpreted in a manner that acknowledges

potential bias and inaccuracy. Third, we cannot conclude

whether the motivations behind social and environmental

disclosure are ethical, and thus, future research could

examine this question.

The SEDI is a theoretically grounded index, constructed

to measure the quality of stakeholder-relevant disclosure,

and hence can be used for theory testing and theoretical

interpretations (Abeysekera 2014). The SEDI considers

disclosures that are relevant to stakeholders only. High

score indicates higher stakeholder-relevant disclosure. The

SEDI constructed in this study can be used in several ways

to advance knowledge. First, SEDI is measurable index and

can be used to measure the effectiveness of social and

environmental disclosures of firms from the stakeholders’

perspective. It can be used as a measure to compare social

and environmental disclosures of organizations. Second,

SEDI can be used as an outcome to examine how organi-

zational factors influence stakeholder-relevant disclosure.

For example, firm characteristics, ownership, and board

composition are known to influence voluntary disclosure;

studies can examine the extent that those factors influence

stakeholder-relevant social and environmental disclosure

using statistical models such as regression.

The findings provide a springboard for further research,

which could examine whether the GRI framework is a

sufficient instrument for firms to involve stakeholders with
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different levels of power and resources in a moral discourse

about corporate social and environmental disclosure.

Stakeholder theory, which we adopted in this study, con-

siders that firms treat stakeholders equally. However, in

practice, some stakeholder groups are more influential than

others. Rather than researchers assigning weights to vari-

ous stakeholder groups to recognize their influence on firms

and vice versa, a study can ascertain the influence of var-

ious stakeholder groups on a firm and vice versa in dif-

ferent societal and cultural contexts. The social permission

theory argues that firms exist and act with the permission of

society and that society has ultimate responsibility to

determine their moral obligations and responsibilities

(Hussain 1999). The findings of this study can inform the

debate on these issues by helping to clarify whether firms’

social and environmental disclosure practices are both

truthful and fair to various stakeholder groups.
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Appendix

See Table 7.

Table 7 Importance of disclosure items

No. GRI code Importance score

Strategy and analysis

1 1.1 2.83

2 1.2 2.42

Organizational profile

3 2.1 4.00

4 2.2 3.33

5 2.3 2.92

6 2.4 2.17

7 2.5 2.42

8 2.6 2.67

9 2.7 3.00

10 2.8 3.00

11 2.9 2.42

12 2.10 2.67

Report parameters

13 3.1 4.00

14 3.2 2.08

15 3.3 2.33

16 3.4 3.17

17 3.5 2.42

Table 7 continued

No. GRI code Importance score

18 3.6 2.17

19 3.7 1.92

20 3.8 2.42

21 3.9 2.25

22 3.10 2.00

23 3.11 2.17

24 3.12 2.58

25 3.13 2.42

Governance, commitments, and engagement

26 4.1 3.25

27 4.2 2.92

28 4.3 2.92

29 4.4 3.00

30 4.5 2.42

31 4.6 2.42

32 4.7 2.42

33 4.8 2.67

34 4.9 2.42

35 4.10 2.42

36 4.11 2.42

37 4.12 2.17

38 4.13 2.08

39 4.14 3.67

40 4.15 3.00

41 4.16 3.67

42 4.17 3.00

Economic performance indicators

43 EC1 3.92

44 EC2 3.25

45 EC3 3.00

46 EC4 3.00

47 EC5 2.92

48 EC6 3.00

49 EC7 3.00

50 EC8 3.92

51 EC9 2.83

Environmental performance indicators

52 EN1 3.83

53 EN2 3.00

54 EN3 3.83

55 EN4 3.00

56 EN5 3.83

57 EN6 2.92

58 EN7 2.25

59 EN8 3.83

60 EN9 2.92

61 EN10 3.00

62 EN11 3.00
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