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Abstract:

This paper aims to assess the degree of comprehensiveness of corporate social responsibility (CSR) reports of Brazilian companies
and its determinants. Literature suggests that a report is considered comprehensive when it contains three types of information
for each CSR item published: vision and objectives; management actions; and performance indicators. A content analysis of 272
CSR reports of Brazilian companies that follow the Global Reporting Initiative (GRI) guidelines was conducted for the period
from 2010 to 2013. Results indicate that, despite the still low coverage of contents in CSR reports, there has been an increase in the
degree of comprehensiveness over the period of study. Some firm attributes affect the comprehensiveness degree of CSR reports:
ownership concentration in hands of the main shareholder; company presence in the ISE (Corporate Brazilian Sustainabilicy
Index); the environmental risk of firm industry; firm size and profitability.

JEL codes M14, M49

Keywords: Corporate social responsibility, disclosure, information comprehensiveness, accountability.
Resumen:

Este trabajo tiene como objetivo evaluar el grado de exhaustividad de los informes de responsabilidad social de la empresa (RSE) en
empresas brasilefias y sus factores determinantes. La literatura sugiere que un informe es considerado exhaustivo cuando contiene
tres tipos de informacidn para cada tema de RSE publicado: visién y objetivos; acciones de gestion; y los indicadores de desemperio.
Se realizé un andlisis de contenido de 272 informes de RSE de empresas brasilefias que siguen las directrices de Global Reporting
Initiative (GRI) en el perfodo de 2010 2 2013. Los resultados indican que, a pesar de la todavia baja cobertura de contenidos en los
informes de RSE, se ha producido un aumento en el grado de exhaustividad durante el periodo de andlisis. Algunos atributos de las
empresas en estudio afectan el grado de exhaustividad de los informes de RSE: concentracién de la propiedad en manos del principal
accionista; presencia de la empresa en el Indice de Sostenibilidad de la Empresa Brasilena (ISE), y el riesgo medioambiental del
sector de la empresa, asi como su tamafio y rentabilidad.

Palabras clave: Responsabilidad social de la empresa, publicacidn, exhaustividad de la informacién, responsabilidad.
Resumo:

O objetivo deste trabalho ¢ avaliar o nivel de abrangéncia dos relatérios de responsabilidade social corporativa (RSC) de empresas
brasileiras e seus fatores determinantes. A literatura sugere que o relatério considerado abrangente contém trés tipos de informagio
para cada item de RSC divulgado: visio e objetivos; agoes gerenciais; e indicadores de desempenho. Procedeu-se 4 andlise de
contetido de 272 relatdrios de RSC de empresas brasileiras que seguem as diretrizes da Global Reporting Initiative (GRI), no
periodo de 2010 a2013. Os resultados indicam que, apesar da ainda baixa abrangéncia dos contetidos dos relatérios de RSC, houve
um aumento do grau de abrangéncia ao longo do perfodo estudado. Alguns atributos da empresa contribuem para o mais elevado
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grau de abranggncia dos relatérios de RSC: a concentragio de propriedade nas maos do principal acionista, a presenca no Indice de
Sustentabilidade Empresarial (ISE), ser a empresa de um setor potencialmente poluidor, o tamanho da empresa e sua rentabilidade.

Palavras-chave: Responsabilidade social corporativa, divulgacio, abrangéncia da informagio, prestagio de contas.

1. Introduction

Corporate social responsibility (CSR) notions allude to the companies’ abilities to respond to the
expectations of a broad spectrum of stakeholders that present different demands. Several organizations,
however, have been promoting CSR actions aiming to respond to these demands, in order to obtain
competitive advantage (Archel, Husillos, Larrinaga, & Spence, 2009; Branco & Rodrigues, 2008; Donaldson
& Preston, 1995; Robertson & Nicholson, 1996).

CSR information reports aim to transmit social, political, and economic meaning, showing to society the
organizations’ concern with social issues; strengthening the relationship between the organizations and their
stakeholders; helping to mitigate conflicts, as well as to legitimate the organizations’ activities (Deegan, 2002;
Neu, Warsame, & Pedwekk, 1998).

A KPMG’s (2013) study shows that the number of CSR reports published has increased, as well as the
volume of the information disclosed, internationally and in Brazil. Despite this growth, it must be assessed
if the respective reports provide objective information that allows for a precise estimate of the companies’
social performance (Adams, 2004; Archel, Ferndndez, & Larrinaga, 2008; Bouten, Everaert, Van Liedekerke,
De Moor, & Christiaens, 2011; Hopwood, 2009; Tschopp & Huefner, 2015; Unerman, 2000). This reality
has fostered research about the effectiveness of CSR reports in satisfying the demand for information and the
actual companies’ degree of responsibility (Adams, 2004). Results have shown that CSR reports seem to have
more content disclosed about objectives and intentions than on effective social actions (Hopwood, 2009). To
advance in this matter, it was pointed out the need for CSR reports to incorporate more comprehensibility,
completeness, and/or comprehensiveness in its information, so that they have more content regarding
concrete information about accomplished social actions (Adams, 2004; Bouten et al., 2011; Robertson &
Nicholson, 1996; Van Staden & Hooks, 2007).

In Brazil, studies about CSR information disclosure focus mainly on the analysis of the disclosed
information volume (Leite Filho, Prates, & Guimaries, 2009; Oliveira, 2005; Viana Junior & Criséstomo,
2016) and/or in the companies’ attributes that influence the disclosure —especially environmental
information (Oliveira, Ponte Junior, & Oliveira, 2013; Oro, Renner, & Braun, 2013; Rover, Tomazzia,
Murcia, & Borba, 2012)-. Therefore, it is timely the conduction of studies that assess the comprehensiveness
of disclosed information, by evaluating the degree of comprehensibility of the CSR information disclosed by
the Brazilian companies.

This work aims to appraise the level of comprehensiveness in CSR reports of Brazilian companies. For
such approach, the degree of comprehensiveness of the reports was evaluated considering the three types of
information and its correspondence with each item disclosed: vision and objectives; management actions;
and performance indicators. This analysis aims to capture the comprehensiveness, or completeness, of the
reports regarding information meaning and its accountability to stakeholders.

Results reveal that, although it is still low, in average there has been an advance in the comprehensiveness
of CSR information disclosed by the Brazilian companies. Companies that have been putting substantial
effort in the pursuit of more disclosure of their CSR concerns and sustainability —proxied by their presence
in the ISE (Brazilian Sustainability Index)— present more comprehensive CSR reports. Firm ownership
concentration in the hands of the main shareholder is another aspect that contributes to increase the degree
of comprehensiveness in CSR reports. Additionally, the fact that the company industry is associated to high
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environmental risk, positively affects the degree of comprehensiveness of CSR reports, as well as the size and
firm profitability.

2. Literature Review and Hypotheses

2.1. CSR disclosure comprehensiveness in Brazil

Distinct proposals for CSR reports, that have appeared recently, aim to enhance the communication between
company and society by disclosing CSR actions. Internationally, initiatives such as the model proposed by
the United Nations via Global Compact; the AccountAbility’s AA1000series, and the model proposed by
the Global Reporting Initiative (GRI) can be mentioned (Gémez-Villegas & Quintanilla, 2012; Tschopp
& Huefner, 2015). In Brazil, the Brazilian Institute of Social and Economic Analysis (Instituto Brasileiro de
Andlises Sociais e Econdémicas — IBASE) proposed an interesting model for disclosing CSR; model that had
relevant adherence by companies from 1996 to 2008 (Corréa, Souza, Ribeiro, & Ruiz, 2012; Criséstomo,
Freire, & Vasconcellos, 2011).

Literature suggests that companies disclose CSR information for various reasons. On the one hand, they
may seek to legitimize their activities by displaying a positive image to a broad spectrum of stakeholders
(Archel et al., 2009; Deegan & Rankin, 1996; Quinche-Martin, 2014; Reverte, 2009). On the other hand,
companies also try to respond to the stakeholders’ expectations concerning their actions, in the sense that
they may contribute to society’s well-being (Morsing & Schultz, 2006; Quinche-Martin, 2014; Reynolds
& Yuthas, 2008). CSR disclosure can also be a communication strategy that aims to provide answers
for institutional pressures (Cuevas-Mejia, Maldonado-Garcia, & Escobar-Viquiro, 2013; Young & Marais,
2012). Either of these motivations requires the CSR report to transmit information —in terms of volume and
quality of presentation— that meets the demands of stakeholders and that allows them to properly assess the
companies’ CSR action.

Regardless of the companies’ CSR disclosure report motivation or its format, it is important that it provides
a release able to meet the information demands of their diverse stakeholders. In fact, the CSR report must
transmit a good notion of the social and environmental impacts of each company’s activities, both when such
impacts are positive and negative (Bouten et al. 2011; Gray, Kouhy, & Lavers, 1995). Therefore, the report
disclosed by each company must be as complete, as well as comprehensible as possible, so that it effectively
enables stakeholders to make a precise evaluation of its social responsibility. The question that has been
proposed is zo which degree do these reports in fact present the completeness, or comprehensiveness, needed for this
external analysis process? (Adams, 2004; Archel et al., 2008; Bouten et al., 2011; Hopwood, 2009; Tschopp
& Huefner, 2015; Unerman, 2000).

In this context, there has been a complaint that CSR reports tend to prioritize the disclosing of content
regarding the companies’ objectives and intentions, leaving in a second place the publication of actions
effectively carried out (Hopwood, 2009). This situation could occur due to an excess in the presentation
of the companies plans and their intentions, which are developed to the detriment of space for disclosing
effective actions —which may be actually little—. This possibility has created the need for disclosing effective
CSR plans and sustainability actions, as well as the numbers and indicators related to them. This information
about concrete actions gives more comprehensiveness to the report, making it more complete (Adams, 2004;
Bouten et al., 2011; Robertson & Nicholson, 1996; Van Staden & Hooks, 2007).

Regarding the report’s comprehensiveness, the argument is that, in order to show effective CSR
accountability, the information contained in the report must present a clear declaration of values, with their
corresponding objectives, goals to be achieved, and report of progresses achieved (Adams, 2004; Robertson
& Nicholson, 1996; Vuontisjirvi, 2006). Based on this argumentation, Bouten, Everaert, Van Liedekerke,
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De Moor and Christiaens (2011) suggest that, in order to show accountability on their social responsibility
related actions in an effective way, companies must disclose complete, comprehensive or comprehensible
information, which demands the presentation of three types of information for each revealed CSR item:
(¢) vision and objectives (VO); (77) management approach (MA), and (#) performance indicators (PI).
The vision and objectives (VO) category includes information that signals each firm’s policy, goals, and
values concerning the disclosed CSR item, which constitutes a first level of disclosure that Robertson and
Nicholson (1996) call general rhetoric. The management approach (MA) category, in turn, describes the
action or practice adopted by the company concerning certain CSR questions; category that corresponds
to a second level of disclosure defined by Robertson and Nicholson (1996) as a specific effort. Finally, the
performance indicators (PI) reflect the real CSR achievements, as they provide indicative measurements of the
achievements, advances, or setbacks in each company’s performance regarding CSR-related matters (Bouten
etal.,, 2011).

2.2. Hypotheses

Some works started to examine the potential of the CSR reports as the means for disclosing social
responsibility activities or actions that were executed by organizations. Examples of researches in this field are
the ones that were conducted in the United Kingdom (Adams, 2004; Robertson & Nicholson, 1996) and in
Belgium (Bouten et al., 2011; Vuontisjirvi, 2006). These studies verified that social responsibility reports do
not show a high degree of comprehensiveness and depict a predominance of corporate rhetoric, in detriment
of disclosing concrete actions and performance indicators regarding CSR.

An international research developed by KPMG about corporate reports shows that about 93% of the
250 largest companies in the world disclose reports of this nature and that there is also a tendency to
conduct external auditing of these reports. In Brazil, the percentage of CSR reports submitted to external
evaluation is 56%, while the global average is 38% (KPMG, 2013). In December 0f 2011, the Sao Paulo Stock
Exchange (BM&FBovespa) issued an External Statement recommending the listed companies to indicate in
the Reference Form whether they disclose Sustainability Reports or similar document, and where the report
is available. If not, they must explain why they do not do it (BM&FBovespa, 2011). This rule, baptized Report
or Explain, might have contributed to the increase from 45.31% to 66.29% in the accession of companies to
the sustainability disclosure reports between May of 2012 and June of 2013 (KPMG, 2013). In the Brazilian
market, studies about CSR reports found results in the same direction of increase in accession and in auditing
of reports, as well as more compliance to quality standards (Corréa et al., 2012; Criséstomo, Prudéncio, &
Forte, 2017).

The evolution of the quality and comprehensiveness of the information disclosed in CSR reports of
Brazilian companies might not follow a linear path in accordance to the quantity of information disclosed.
However, it is pertinent the proposition that the growth in the number of reports with good compliance to
quality standards, such as the GRI guidelines and the external auditing of reports, are factors that strongly
contribute to the quality and comprehensiveness of the disclosed information. This information makes for the
proposition of a hypothesis about the evolution of the comprehensiveness degree of CSR reports in Brazilian
companies.

Hypothesis 1: There has been an advance in the degree of comprebensiveness of CSR reports disclosed by
Brazilian companies

Companies with a higher degree of concern with CSR and sustainability actions tend to give more
importance to reports that disclose information of this nature, as a way to be more transparent and pursue
image and reputation gains, as well as legitimacy of their activities (Adams, 2008; Bebbington, Larrinaga-
Gonzélez, & Moneva-Abadia, 2008a, 2008b). This broader importance must be reflected in the quality of
the report, which includes its depth, completeness, comprehensibility, or comprehensiveness.
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Market indices have been proposed to evaluate the degree of the firms’ concern with CSR and sustainability
actions, such as the Dow Jones Sustainability Index (DJSI) of New York (USA); the FTSE4 Good of
London (United Kingdom), and the JSE Socially Responsible Investment (SRI) Index of Johannesburg
(South Africa) (Marcondes & Bacarji, 2010). In Brazil, there is the Corporate Sustainability Index (Indice
de Sustentabilidade Empresarial — ISE), which has also been used as an indicator of the level of attention the
company gives to social responsibility, and environmental and corporate sustainability issues.

The rationale is that companies that compose these indices would have a higher CSR and sustainability
disclosure standard because of the competitive process that they go through in order to be members of
the sustainability index in a certain year, and because of the higher degree of visibility they consequently
have by composing the index. The proposal is that the ISE participation amplifies the market knowledge
of each company commitment to sustainable development, equity, transparency, and accountability
(BM&FBovespa, 2016). Under this argument, the ISE presence would grant each company a gain in image
among its many stakeholders, thus facilitating the legitimacy achievement for its activities. In this context,
there are results in Brazil that indicate that the ISE participation influences the voluntary disclosure of socio-
environmental information (Braga, Oliveira, & Salotti, 2009; Machado, Macedo, Machado, & Siqueira,
2012; Murcia, Rover, Lima, Fivero, & Lima, 2008).

This line of thought suggests that companies that integrate the ISE index manifest more concern with the
valorization of their institutional image and, in consequence, disclose CSR information in a more complete
and comprehensive fashion, as formulated in hypothesis 2.

Hypothesis 2: The level of comprehensiveness of CSR information disclosed by companies that compose the ISE
document is higher than that of other companies

The literature has suggested that firm ownership structure might have effects on the conflicts of interests
that appear between each company’s main stakeholders —shareholder, manager, and creditor-. For instance,
there are results that indicate the influence of the ownership structure on the companies’ value and
performance (Allen & Phillips, 2000; Villalonga & Amit, 2006), as well on the companies’ dividend
policy in many ways (DeAngelo, DeAngelo, & Skinner, 2008; Harada & Nguyen, 2011; Lépez-Tturriaga &
Criséstomo, 2010). There is also evidence that certain traits of the ownership structure affect the companies’
investment policies and capital structure (Criséstomo & Pinheiro, 2015; Goergen & Renneboog, 2001;
Schiantarelli & Sembenelli, 2000). Considering that the ownership structure interferes in various company
policies, it is plausible to suggest that it might also influence the CSR policy and its respective disclosure.

Besides the pressure from society for company social responsibility, owners and managers have started to
contemplate the possibility of CSR being an important tool of legitimacy, as well as a source of improvement
for each company’s image and reputation; all of which would be a motivating factor to carry out projects such
as those that are proposed as able to create value (Chiu & Sharfman, 2011). Large controlling sharcholders
are very interested in firm legitimacy, reputation, and image improvement for each company, given their
superior interest in creating value for each firm in the medium and long term, differently from minority
shareholders, that might prioritize a more short-term perspective. In fact, under this argument of value-
creation interest in the long term, through firm image and reputation improvement due to consistent CSR
actions, there are results that confirm the positive effect of ownership concentration on each company’s CSR
policy (Criséstomo & Freire, 2015; Godos-Diez, Ferndndez-Gago, & Cabeza-Garcia, 2012). Specifically, in
regard to the CSR disclosure degree, there are results that indicate a positive effect of ownership concentration
in hands of the government (Eng & Mak, 2003).

In Brazil, the strength of the main shareholder stands out as able to influence on company’s policies. The
interest in company legitimacy as well as improvement of reputation and image is very much associated with
the identity of the main shareholder, and this situation can make them prioritize CSR and its respective
disclosure. It is intuitive to suggest that more social and sustainability actions for the company, motivated by a
pursuit of legitimacy and reputation gain, may conduct to a higher disclosure degree on these actions, which
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would be associated to a broader comprehensiveness of the CSR and sustainability reports, as proposed in
the following hypothesis.

Hypothesis 3: There is a positive relation between ownership concentration in hands of a controlling
shareholder and the level of comprehensiveness on CSR reports

Society’s growing concern with environmental issues has put pressure on firm management so that,
as an area of study, it brings awareness of these issues; and such management concern may also lead to
improve other aspects of social responsibility. Environmentally sensitive sectors of the economy are those that
involve a higher risk of environmental impact and, as such, are more susceptible to criticism and penalties
regarding their activities (Reverte, 2009). This higher attention on these companies can foster a more intense
social and environmental action from them, considering that they must be more aware in order to prevent
environmental hazards and can also be seeking to conduct more social action in general, in the search for
legitimacy and image improvement.

In Brazil, the Law 10165 of 2000, which deals with the National Environmental Policy, classified in
its annex VIII the economic activities according to industry propensity to have environmental impact
in three levels: low, medium, and high environmental impact potential. There are areas of the economic
trade that are not classified in either of these levels. Previous studies noted that companies of more
environmentally sensitive areas disclosed more social and/or environmental information, probably due to the
higher visibility that these companies now have, and the need for adapting to more rigorous requirement
standards concerning the relation with the natural environment (Bouten et al., 2011; Brammer & Pavelin,
2004; Crisdstomo, Souza, & Parente, 2012; Reverte, 2009).

From this discussion, it is plausible to propose that reports containing CSR information disclosed by
companies from riskier industries would be more comprehensive than those of other companies with lesser
potential for environmental impact, as expressed in the following hypothesis.

Hypothesis 4: CSR Reports disclosed by firms from sectors with higher environmental risk, according to the
National Environmental Policy, present superior levels of comprehensiveness compared to reports from other
companies

The Stakeholder theoretical framework proposes that there is a virtuous cycle between CSR and company
performance, under the argument that CSR actions are able to create value to the company, since society
has a positive sensibility for this type of corporative action (Baron, Harjoto, & Jo, 2011; Freeman, Wicks,
& Parmar, 2004; Salazar, Husted, & Bichl, 2012; Waddock & Graves, 1997). The Slack Resource Theory,
which proposes that a better financial performance generates more resources availability that can be directed
to CSR, is an additional argument in favor of the aforementioned virtuous cycle between profitability and
CSR. In turn, more CSR action requires more disclosure, which naturally has a cost that is more easily
handled by companies with more profitability. This way, more profitability might allow for more complete
and comprehensive CSR reports, as hypothesized bellow.

Hypothesis S: Profitability positively contributes to the degree of comprehensiveness of CSR reports

Firm bigger size has been suggested as favorable for the CSR policy due to the higher availability of
resources implied, either by infrastructure or money, for the execution of social policy. Furthermore, as the
company grows, it gathers more visibility and interacts with a broader group of stakeholders, facing a greater
demand for CSR, as well as for disclosure of these actions, which are of interest since they will contribute to
improve its reputation and pursuit of legitimacy (Andrade, Bressan, Iquiapaza, & Moreira, 2013; Artiach,
Lee, Nelson, & Walker, 2010; Lourengo & Castelo Branco, 2013; Orlitzky, 2001; Ullman, 1985; Ziegler &
Schréder, 2010). In this sense, it is proposed the hypothesis that larger companies will invest more in the
completeness and comprehensiveness of their CSR reports as a way to better meet society’s demands for
information, as synthesized in the hypothesis that follows:

Hypothesis 6: The size of the company positively influences the comprebensiveness degree of its CSR reports
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3. Methodology and Sample

3.1. Methodology

The data was analyzed through a qualitative and a quantitative approach. Initially, GRI reports were
qualitatively analyzed. Then, a quantitative analysis was conducted, including a detailed description of
the sample and the measurements used. After that, tests for the difference in means on the degree of
comprehensiveness on CSR reports were run, and econometric models were estimated in order to assess the
drivers for their degree of comprehensiveness on CSR reports.

3.1.1. Content analysis

In order to obtain an indication of CSR items disclosed by companies and the comprehensiveness of the
information that accompanied each item —declared in terms of vision and objectives, management approach,
and performance indicators— the content analysis table developed by Bouten et al. (2011) was used. This
instrument enabled us to evaluate the comprehensiveness of the information about social responsibility that
was disclosed in the annual reports of the companies.

Content analysis technique requires a coding structure based in precise rules about information,
representative of the content analysis characteristics, reliable and that facilitates the interpretation of the data
(Bardin, 2011). The coding structure of the content analysis was oriented by the GRI Sustainability Report
Guidelines, version G3, with the intent of avoiding possible disparities between the items analyzed, since the
analysis contemplates reports from the period comprising from 2010 to 2013.

Figure 1 presents the coding structure used in the content analysis in the shape of a decision tree previously
adopted from the work of Bouten et al. (2011). The codification tree consists of two dimensions: (7) the
content, and (iz) the type of information. The dimension of content refers to the information content and
comprises two levels of analysis: areas and items. The area corresponds to the sustainability performance
categories defined according to the GRI Guidelines. The izems correspond to the specific indicators defined
for each area. The dimension #ype of information is intended to verify the information comprehensiveness for
cach disclosed item, considering the nature of the information it contains, examining if it contemplates (7)
vision and objectives (VO); (77) management approach (MA); and (47) performance indicators (PI), which
are all considered essential aspects for the effectiveness of accountability (Bouten, et al., 2011; Robertson &
Nicholson, 1996; Vuontisjirvi, 2006).
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FIGURE 1

Coding structure for the content and the type of information disclosed
Note: VO = vision and objectives; MA = management approach; PI = performance indicators
Source: adapted from Bouten et al. (2011)

Content analysis requires the selection of a #nit of analysis that can be characterized as a content segment
that can be allocated to a certain category (Guthrie, Cuganesan, & Ward, 2008). In line with previous studies,
this work used sentences as units of analysis (Bouten et al., 2011; Guthrie et al., 2008; Hackston & Milne,
1996). Sentences that served as scripts for coding decisions correspond to the indicators defined by the GRI
Guidelines for Sustainability Reports, according to the details that are shown in the Appendix.

In order to verify the presence of an item and the type of information revealed by it in the report reading,
the identification code was initially searched in the GRI Content Index (for instance, “EC1,” “EN26,”
“SO1”). In those instances, when the reports did not present the GRI summary, phrase structures and key
terms were used (for instance, “local suppliers,” “health and safety,” “organizational environment,” “human
rights”) to locate items in them.

The verification that an item identified in the reports contemplated VO (vision and objectives) type of
information, was conducted using key terms or words that denote intention, policies, values, or objectives
of the company in the CSR context, such as: “The correct residue management is a commitment of,” or
“The development and qualification of our collaborators are amongst our main values.” In order to verify
MA (management approach) information, terms that indicate initiatives, actions, projects, and programs
effectively implemented by the company were used, such as: “In 2013, we offered more than 305 thousand
hours of training,” “The focus of private social investment continues to be social inclusion with emphasis
in education. Among the initiatives developed in 2013, we can mention,” “US$ 415 million in funding and
credits were liberated via [...], the local suppliers’ development program of” (see emphasis).

Finally, information about PI (performance indicators) corresponded to the data expressed in quantitative
(absolute, relative, graphic) or qualitative values that indicated progresses or deficiencies on each company’s
CSR performance. As examples of PI information, we can mention: “During the year, no accidents with our
> “In 2013, we had our lowest turnover index of the past three years -
7.8%, with 9% in 2012;” “The supplier expense percentage of the surroundings in relation to the total supplier
expenses was: 2011 — 3.8%, 2012 — 4.0%, 2013 - 4.9%.”

own collaborators were registered;’
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3.1.2. Index for the degree of comprehensiveness of the CSR report

Information obtained in the content analysis served as the basis for the construction of two metrics to
measure the degree of comprehensiveness of the reports (IDCR), that aim to reveal the extension to which
a company discloses the types of information for the items reported. In order to evaluate the degree of
comprehensiveness, or completeness, of CSR reports disclosed by Belgian companies, Bouten et al. (2011)
developed an index represented by the quotient between the number of items for which all three types of
information (VO, MA, and PI) are disclosed, and the number of items disclosed by the company. By this
formulation, only the items for which the three types of information (VO, MA, and PI) are simultaneously
presented are taken into account.

Bouten etal. (2011) argue that items covered by only one of the disclosure types (VO, MA, or PI) are vague
and cannot capture the contextualization of CSR disclosure. In this sense, Wood (1991) observes that formal
policies might not be reflected in firm behavior or programs that denote CSR performance, as performance
indicators might be due to institutional factors such as laws, regulations, changes, and adjustments in business
activities, and not consequence of firm CSR decisions —which, according to McVea and Freeman (2005),
consist of the sum of the company’s obligations for a specific group of stakeholders—. On the other hand,
there can be social programs within the companies that have high social performance without support
from any kind of formal policy (Wood, 1991). This way, the disclosure of policies, goals, and/or objectives,
accompanied by performance actions or indicators associated to them, as well as the disclosure of indicators
associated to policies or programs and actions, might provide some relevant information about the firm CSR.
This argumentation suggests that the simultaneous disclosure of a minimum of two types of information
might have the potential of meeting the stakeholders” informative demands concerning the firm CSR.

This work uses two metrics to measure the degree of comprehensiveness of CSR reports: the index
proposed by Bouten et al. (2011), and another proposed new index that also takes into account the item with
the three types of information, as well as those items covered by two types of information (VO, MA, or PI).

The index proposed by Bouten et al. (2011) is obtained by the quotient between the number of items
disclosed for which there is exposition involving the three types of information (VO, MA, or PI), and the
total items about which the company disclosed information, according to equation].

IDCR;; = PBo+ B D_ISE;  + pa MAIN_ SHARE;; + B3 D ENV; + B4 SIZE; + s ROA; +&

The Index for the Degree of Comprehensiveness of the Report (IDCR1) defined by this metric reveals the
measure in which a company discloses all three types of information for the items it reports. This way, if a
company discloses only one CSR item, and about this one item all three types of information are disclosed, the
degree of comprehensiveness of the report will be 1.0. The same way, if a company reveals the totality of items
considered, and all of them contemplate the three types of information, the degree of comprehensiveness of
the report will also be 1.0. On the other hand, a company might publish information for a huge number of
items without this reflecting in the degree of comprehensiveness of the report, if the disclosed items do not
simultaneously contemplate the three types of information.

Considering that the simultaneous disclosure of two types of information is already able to transmit a
certain degree of information (Wood, 1991), this work proposes an alternative metric to analyze the degree
of comprehensiveness of the reports that takes into account items covered by a minimum of two types of
information (VO, MA, and PI). Following the strategy of previous studies that attributed weight to the types
of information disclosed (Al-Tuwaijri, Christensen, & Hughes I, 2004; Hughes, Anderson, & Golden, 2001;
Wiseman, 1982), the degree of comprehensiveness of CSR reports disclosed by companies was obtained by
the ratio between the weighted sum of the items that takes into account exactly two types of information
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(VO and MA; VO and PI; or MA and PI), and those that incorporate exactly the three types of information
(VO, MA, and PI) with a higher weight and the total number of reported items.

[(VOMA*0.3) + (VOPI*0.3) + (MAPI*0.3) + (VOMAPI*1.0)]

IDCR2

Number of reported items

In equation 2, IDCR2 is the index for the degree of comprehensiveness of the report. VOMA is the number
of items that catch exactly information of types VO and MA. VOPI is the number of items that get exactly
information of types VO and PI. MAPI is the number of items that catch exactly information of types MA
and PI. VOMAPI is the number of items that disclose simultaneously the three types of information, VO,
MA, and PL.

3.1.3. Model

In order to contrast the research hypotheses, tests for the difference in means were executed according to the
degree of comprehensiveness of the reports. Mainly, econometric models were estimated, in which the degree
of comprehensiveness of the reports (IDCR1 and IDCR2) is the dependent variable. The estimated models
are based on equation 3:

IDCRi; = o+ By D_ISE; + fa MAIN_ SHARE;; + B3 D_ENV; + B4 SIZE; + s ROA;, +¢

In equation 3, IDCR;, is the degree of comprehensiveness of the report of company 7 during the period
¢. Table 3 sums up the construction of independent variables used in the model. D_ISE is a dummy variable
that indicates the presence of company 7 in the ISE index during year . MAIN_SHARE is the proxy for the
ownership concentration in the hands of the main shareholder. Two proxies are used for such concentration.
Firstly, it is used a dummy indicating the presence of a major shareholder, i.e., a shareholder that holds more
than 50% of the voting shares (D_MAJOR). Alternatively, it is also used the proportion of shares in the hands
of the main shareholder (CONC1). D_ENV is a dummy variable that is set to 1 when the firm belongs to a
high-risk industry, i.e., an industry with high potential to cause environment damage according to the Law
10165 of 2000. The size of the company (SIZE) is proxied by the natural logarithm of the firm total assets.
The profitability is proxied by the return on assets (ROA). Dummy variables of firm industry and year are
also included in the model.

3.2. Sample

The sample used is composed by 265 annual observations from 98 companies listed in BM&FBovespa that
published social responsibility reports according to the GRI guidelines in the period from 2010 to 2013.
Companies whose CSR reports were available for download in the GRI website until June 31%, 2015, were
included in the sample. The sample comprises an ample range of firm industries, which is important in such

studies (Table 1).
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TABLE 1
Companies by €conomic activity

. e : . _ Standard  Variation HE .
GRI sustainability dimension N Mean g e Minimuom Maximum
N deviation  cocefhicient
Pancl A: IDCRI1
Economic 232 0.3348 (.3760 1.1231 0.0000 1.0000

Labor practices and decent
b 263 03036 0.2651 0.8732 0.0000 1.0000

work

Environmental 259 0.2752 0.2787 1.0127 0.0000 1.0000
Product liability 246 0.2119 0.2963 1.3983 0.0000 10000
Society 249 02108 (1.3022 1.4336 (.0000 10000
Human rights 2406 0.2024 0.3213 1.5875 0.0000 1.0000

p-value 0.000
Pancl B: IDCR2
Economic 265 0.2600 (1.2524 0.9708 0.0000 [ 0000

Labor practices and decent

265 03067 0, 1966 06410 0.0000 0.9000
work
Environmental 265 0.2796 0.2066 0.7389 0.0000 1.0000
Sociely 265 (0.1953 0.1991 1.0195 (.0000 0.8250
Human rights 265 0.1869 02111 1.1295 0.0000 0.8000
Product hability 265 (01758 (1683 19573 (.0000 (0.8000

p-valuc 0.000

Source: own work

The option for companies listed in the stock exchange was made because public companies have the
ownership structure as a more relevant aspect. Besides, these companies tend to adopt broader and more
comprehensive information disclosure policies in order to pursue reductions of informative asymmetry
(Bouten etal.,, 2011; Branco & Rodrigues, 2008). Additionally, financial data are timely available and subject
to auditing processes. Finally, the option for CSR reports that follow the GRI guidelines was made because
of the worldwide recognition they have been attaining and the continuous increase of its use as a tool for
communicating the companies’ responsible behavior before the stakeholders, as well as the structured format
according to guidelines, principles, and indicators that allow for a more adequate analysis of the information
about CSR performance in various dimensions (Brown, De Jong, & Levy, 2009; Nikolaeva & Bicho, 2011).

4. Results

4.1. Evolution of the degree of comprehensiveness of CSR reports

Table 2 shows the number of reports that disclose at least one information item (vision and objectives,
management approach, or performance indicator) regarding CSR practices in each GRI sustainability
dimension. Results show that CSR reports disclosed by Brazilian companies via GRI have a higher
proportion of information disclosed than of non-disclosure for all sustainability dimensions. The less
contemplated is the economic sustainability dimension, maybe due to the fact that companies might be
prioritizing more specific social and environmental aspects of sustainability, which may be seen as the main
objective of the report. It must be noted, in this sense, the highlighted number of reports with information
about the dimension of labor practices and decent work (99.2%), and as well as environmental issues (97.7%).
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TABLE 2
Proportion of information disclosed in CSR reports for each GRI sustainability dimensions

Year N Mean Standard Variation Minimum Maximum
deviation  coefficient
Panel A: IDCRI1

2010 55 0.1480 0.1174 0.7932 0.0000 0.4500
2011 6l 0.2147 0.1402 0.6530 0.0000 0.5769
2012 73 0.2758 0.1957 0.7096 0.0000 0.7407
2013 76 0.3220 0.2128 0.6609 0.0000 0.7619
p-value 0.000

Panel B: IDCR2

2010 55 0.1757 0.0920 0.5236 0.0101 0.4548
2011 ol 0.2176 0.1193 0.5483 0.0290 0.5613
2012 73 0.2653 0.1656 0.6242 0.0000 0.6935
2013 76 0.2784 0.1634 0.5869 0.0000 0.6710
p-value 0.000

Source: own work

Table 3 presents the frequency of reported items of all GRI sustainability dimensions, and the type
of information disclosed about each one. Results indicate that there is a higher proportion of disclosure
for the three types of information (vision and objectives, management approach, performance indicator)
when compared to non-disclosure. The higher proportion of information on the social and environmental
performance indicator (PI) is worth mentioning, reaching 75.7%. That means a possible trend for the
disclosure of concrete information on CSR.

TABLE 3
Frequency of CSR items and type of information disclosed
! “.(_}_}.cm. N Mean Stm_“h_“‘d L al‘.lz_lt!tm Minimum Maximum
period deviation coefficient
2000 t0 2011 116 0.1977 (0.1088 0.5503 0.0161 0.5613
2012102013 149 0.2720 0.1641 0.6033 0.0000 0.6935
p-value 0.000

Source: own work

Table 4 contains the types of information disclosed for each sustainability dimension defined by the GRL
A positive result is that the largest proportion of the disclosed items (26.4%) presents the three types of
information (VO, MA, and PI). 62.7% of the reports exhibits information containing two or three types of
information (VO and MA; VO and PI; MA and PI; and VO, MA, and PI). Regarding disclosed information
covered by only one type of information (VO or MA, or PI), information of the PI (performance indicators)
type stands out in comparison to the other two, in the opposite direction of Belgian companies, that prioritize
information about specific actions according to Bouten et al. (2011).
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TABLE4
General vision of the types of information disclosed per GRI sustainability dimension
GRI sustainability Only Only Only VOand VOand MAand VO, MA Total
dimension YO MA PI MA PI P1 and PI
Economic N 47 33 45 43 60 56 159 443
%  10.6 7.4 10.2 9.7 13.5 12.6 359 100.0
Environment N 50 91 337 83 86 330 369 1346
% 3.7 6.8 25.0 6.2 6.4 24.5 274 100.0
Human rights N 106 88 149 107 82 o0 | 64 T8G
% 135 112 190 13.6 10.4 11.5 209 100.0
[Labor practices and . _ . _ N
N 40 51 369 50 244 206 419 1379
decent work
% 29 37 26.8 3.6 17.7 14.9 304 100.0
Product hability N 55 73 159 91 68 114 151 711
% 7.7 103 224 12.8 9.6 16.0 21.2 100.0
Society N 69 100 123 116 35 69 141 653
% 10,6 153 188 17.8 5.4 10.6 21.6 100.0
Total N 367 436 1182 490 575 865 1403 5318
% 6.9 8.2 222 92 10.8 16.3 264 100.0

Source: own work

The economic sustainability dimension presents a higher degree of comprehensiveness according to the
proportion of items covered by information of two or three types, which corresponds to 71.7% (sum of VO
and MA; VO and PI; MA and PI; and VO, MA, and PI), followed by the sustainability dimensions labor
practices and decent work (66.6%), and environment (64.5%), in line with the results found by Bouten et al.
(2011) in Belgium. Figure 2 shows the evolution of the types of information disclosed in CSR reports and
its combinations during the period of 2010 to 2013.

——-0Only VO
~O=-Only MA
—&—Only PI

% DISCLOSURE

==V and MA

=m0 and Pl
-&=)A and PI

- i -&-VO, MA and PI

YEAR

FIGURA 2
Evolution of the types of information in the period of 2010 to 2013

Source: own work

It can be noticed from graphic 1 that the proportion of CSR items covered by information of three
types (VO, MA and PI) had relevant and consistent growth during the analyzed period, in contrast to the
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decline, or maintenance, of items that present only one or two types of information. This denotes a trend
of improvement in the comprehensiveness degree of CSR reports. Such evaluation is deepened using the
comprehensiveness indices (IDCR1 and IDCR2).

Table 5 presents the descriptive statistics of the comprehensiveness index of CSR information per GRI
sustainability dimension, measured by both metrics proposed (Equations 1 and 2). On the one hand, as seen
in the panel A, the IDCRI index considers comprehensive the item that incorporates the three types (VO,
MA, and PI). On the other hand, as seen in panel B, IDCR2 takes into account items that contemplate
information of two types (VO and MA; VO and PI; MA and PI) or of three types (VO, MA, and PI) for
each item disclosed.

The higher proportion of items in some dimensions previously observed in table 4, is observed in the index
for the comprehensiveness of CSR reports exhibited in table 5. In fac, the test for the difference in means (F)
among the indexes in GRI sustainability dimensions shows that there are differences among the average index
of each sustainability dimension. In reality, there are CSR sustainability dimensions more covered by the
reports disclosed by Brazilian companies. As in the proportion of items disclosed, the economic, labor practices,
and decent work, as well as environmental dimensions, seem to present superior degrees of comprehensiveness.

TABLES
Average index for the degree of comprehensiveness of CSR report per GRI sustainability dimension

: i : . . Standard  Variation i :
GRI sustainability dimension N Mean : . ‘ ’ : i Minimum  Maximum
deviation  coctficient

Pancl A: IDCRI1

Economic 232 (0.3348 (1.3760 1.1231 0.0000 1.0000
LabOE praatises. gl doosnl 263 0.3036 0.2651 08732 0.0000 1.0000
work

Environmental 259 0.2752 (0.2787 1.0127 0.0000 1.0000
Product hability 246 02119 0.2963 1.3983 0.0000 L0000
.‘iociul}.-' 249 02108 0.3022 1.4336 L0000 [.0000
Human rights 246 0.2024 0.3213 1.5875 0.0000 1.0000
p-value 0.000

Panel B: IDCR2

Economic 265 02600 0.2524 0.9708 0.0000 1.0000
Labor practices and decent 265 0.3067 0.1966 0.6410 0.0000 0.9000
work

Environmental 265 0.2796 (1.2066 0.7389 0.0000 10000
Society 265 (0.1953 (0, 1949] 1.0195 (.0000 (0.8250
Human rights 265 0.1869 02111 1.1295 0.0000 0.8000
Product hability 265 0.1758 (1683 0.9573 (0.0000 (0.8000
p-value 0.000

Source: own work
Note: test F for the difference in means among GRI sustainability dimensions (Anova)

Data exhibited in table 6 indicates that the average degree of comprehensiveness of the information present
in the Brazilian companies’ CSR reports (IDCR1 and IDCR?2) has increased during the period. By both
metrics used (IDCR1 and IDCR2), an average growth in the index for comprehensiveness of the reports can
be observed along the period of study. The test F for the difference in means among the years (Anova) showed
that indeed there is a difference in 7ean annual values of the index for comprehensiveness. The average degree
of the index of comprehensiveness is actually superior in more recent periods.
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TABLEG6
Index for the degree of comprehensiveness of CSR reports per year
measured by both comprehensiveness metrics (IDCR1 and IDCR2)

Year N Mean Standard Variation Minimum Maximum

deviation  coefficient
Panel A: IDCRI1

2010 55 0.1480 0.1174 0.7932 0.0000 0.4500
2011 61 0.2147 0.1402 0.6530 0.0000 0.5769
2012 3 0.2758 0.1957 0.7096 0.0000 0.7407
2013 76 0.3220 0.2128 0.6609 0.0000 0.7619
p-value 0.000

Panel B: IDCR2

2010 55 0.1757 0.0920 0.5236 0.0161 0.4548
2011 6l 0.2176 0.1193 0.5483 0.0290 0.5613
2012 73 0.2653 0.1656 0.6242 0.0000 0.6935
2013 76 0.2784 0.1634 0.5869 0.0000 0.6710
p-value 0.000

Source: own work
Note: test F for the difference in means among the years (Anova)

In addition to the annual comparison, the degree of comprehensiveness of the reports was also compared
between periods of two years using the t-test. The results confirm the superiority of the average index of
comprehensiveness in more recent periods (Table 7).

TABLE7
Degree of comprehensiveness of CSR reports for every two years
| \\'f}—}'cm' N Mean Stzll‘]tlijll‘(l V al‘.lt_lt!llﬂ Minimum Maximum
period deviation coefficient
2010 w2011 116 0.1977 0.1088 0.5503 0.0161 0.5613
201210 2013 149 0.2720 0.1641 0.6033 0.0000 0.6935

p-value 0.000

Source: own work
Note: t-test for the difference in means

Results exhibited in tables 6 and 7 support the proposition of hypothesis 1, that the degree of
comprehensiveness of the CSR information disclosed by Brazilian companies has evolved throughout the
years. This means that companies have developed in the direction of improvement of the quality of the
information disclosed in their CSR reports. More than a natural evolution of the CSR disclosure process, it is
possible that the aforementioned BM&FBovespa bulletin Report or Explain has been an additional factor for
the increase in the degree of comprehensiveness of the information disclosed in the latest two-year period.

4.2. Driving factors of the degree of comprehensiveness in CSR reports

According to the hypotheses proposed, it was suggested that some firm attributes might interfere in the
degree of comprehensiveness of the CSR report: company presence in the ISE index, existence of a major
shareholder, high risk firm industry as established by the Law 10165 of 2000, as well as firm profitability and
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size. Table 8 brings an initial analysis by comparing the average index for the degree of comprehensiveness
in CSR reports, measured by both metrics proposed (IDCR1 and IDCR2), between firms listed in the
ISE index and non-participant firms. From these results, it can already be noted that, in fact, the index for
comprehensiveness in CSR reports of the ISE firms is higher for both metrics used. This is a strong indicator
that belonging to the ISE might actually be a factor that stimulates a higher completeness of the CSR report,
as suggested by hypothesis 2 (Table 8: Panels A and B).

TABLES
Comparison of the degree of comprehensiveness of reports
from ISE-participant and non-participant companies

Area  |Items Indicators

; i ECI — Donations and other community
Direct economic impacts E
investments.
ECH — Policies, practices and spendmg
proportion with local suppliers,
Market presence EC7 — Procedures for local hiring and

Economic

proportion of high management members
recruited in the local community.

X L. ECE — Impact of mfrastructure mvestmenis
Indirect economic impacts g : : . :
and services offered for public benefit.

ENI — Materal usage.
Materials EN2 — Materials used that came from

recycling.

EN3 — Direct energy consumplion,
discriminated by primary source of energy.
EM4 - Indirect energy consumption,

Energy

discriminated by primary source.

Water EME — Total water consumption, by source.

EMN11 — Indication of owned, leased or
managed area within protected venues, or
adjacent to them.

[EN12 Significant biodiversity mpacts.

Biodiversity

EN 16 ~Direct emissions of greenhouse
|gases, by \\-uigj1[.

EN17 —Relevant ndirect emissions of
greenhouse gases, by weight,

EN19 — Emissions of substances that
|damage the ozone layer, by weight.

EN20 - NOx, SOx and other significant |
atmospheric emissions, by type and weight,
EM21 ~Tedal water discard, by quality and
destination.

I 2 —Total residue weight, by type and
discard method,

EM23 — Number and total volume of

Environmental

Emissions, effluents, residues

significant spillage.
EN26 — Initiatives to mitigate the

envirgnmental impacts of products and
services, and the extension of the reduction
of these impacts.

EN27 — Recuperation of products and its

Priducts and services

packages.

EM28 ~Significant fimes and non-monetary
Conformity sanctions resulting of non-conformity to
environmental laws and regulations,

Source: own work
Note: t-test for the difference in means

A comparative analysis of the average degree of comprehensiveness in CSR reports between companies
with and without a major shareholder shows that this degree is higher for companies that have one major
shareholder by both metrics used (Table 9: Panels A and B). This result points towards the direction of what
was proposed in hypothesis 3, signaling that a controlling shareholder tends to invest more in CSR and in
the respective disclosure, in order to gain reputation and improve firm image.
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TABLE9
Degree of comprehensiveness of reports by type of propriety

HR1 — Inclusion of contractual clauses
andlor evaluation relative to human rights in
investment contracts.

Investment and buying processes practices
YOEF F HR2 ~Evahmtion of hired companies and

critical supplers regarding human rights
and the actions taken.

HR4 - Cases of dserimination and the
actions taken.

HR6 —Activities identified as of significant
risk-occurrence of child labor, and the
actions taken to contribule to abolish child
labor,

HRT —Activities identified as of significant
risk-occurrence of forced kabor or

Foreed labor or analogous to slavery analogous to slavery, and the actions taken
to contribute to eradicate forced labor or
analogous to slavery.

Significant fines and non-monetary
Conformity sanctions resulting of violation of human

Non-discrimination

Chikl kbor

Human rights

rights.

LA — Situation of workers, by type of job,
workl contract and region.

Work =
LA2 —Employee turnover, by age group,
gender and region.
LA4 — Employees inchided in collective
|megotiation agreements.
Rehtionship between workers and LAS — Notification in advance regarding
governance operational changes, inchuding if this

procedure i specified in collective
nEEolELoN agreements.

LAT ~Rates of kesions, occupational
diseases, days missed, absenteeism, and
deaths related 1o work, by region.

LA —Ongoing programs of education,

Health and security at work o i ) .
training, counseling, risk prevention and

cantrol to assist employees, their families or
members of the communily in relation to
severe illnesses.

LATD ~Employee trainings, discriminated
by job category.

LAI3 ~ Composition of the groups
responsible for corporative governance and
employees discriminated by category,
according to gender, age group, minorities,
and other diversity indicators.

Trainimg and education

Lahor practices and decent work

Diversity and equal opportunities

LA 14 — Proportion of base salary between
men and women, by functional category.

Policies or actions directed to the

Employee satisfaction employees” quality of life, and resulis of
satisfaction surveys with the employees.
Conformity Fines and reparations from lbor claims,

Source: own work
Note: T-test for the difference in means

Table 10 contains results of the comparison of comprehensiveness degree average in CSR reports between
companies considered environmentally impactful according to the Law 10165 of 2000. It is noted that
statistically there is no significant difference between the average degree of comprehensiveness in CSR reports
from companies from riskier industries when compared to those not from high risk industries, as proposed

by hypothesis 4.



Cuadernos de Contabilidad, 2017, 18(45), ISSN: 0123-1472

TABLE 10
Comparison of degree of comprehensiveness of CSR information
between companies identified or not by the Law 10165 of 2000

PR1 —Phascs of the products and services
cycle of life in which impacis in health and
Client health and security security are evaluated aiming improvement,
and indication of products and services
subject to these proceedings.

PR3 = Type of mformation about products

and services required by labeling

Labeling of services and products proceedings, and the percentage of
products and services subject to these
demands,

PRS - Information and results of

Clent satisfaction e g
satisfaction surveys with chents.

PR6 —Accession programs o laws, norms
and voluntary codes regarding marketing
communications, nchuding publicity, sales
and sponsorship.

PRE ~Complaints regarding privacy
violation or loss of client data.

Marketing communications

Conformity PRY —Serious fines for non-conformity
with kaws and regulations regarding the
supply and usage of products and services.

S0 = Mature, scope, and efficacy of any
programs and practices to evahate and
Community manage the impacts of activities in
communities, ncluding entry, operation and
EeXil.

502 —Risk evaluations regarding cormuption.

. 503 —Anticorruption procedures of the
Corruption T
T EEMERA L.

Society

S04 —Actions taken i response (o
corruplion cases.
5035 — Positions about pubbc policies, and
Public policies participation in the elboration of public
policies and lobbies.

SO —Serious fines and non-maonetary

Conformity sanctions resultant of non-conformity to

lws and regulations,

Source: own work
Note: t test for the difference in means

The analysis of the specific index for the degree of comprehensiveness for the environmental issue -i.c.,
an index that considers the comprehensiveness of the report taking into account only the environment
sustainability dimension— was done to deepen this analysis. Results shown in table 11 denote a higher degree
of comprehensiveness of CSR reports for companies from environment riskier industries, as suggested by

hypothesis 4.
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TABLE 11
Index for the degree of comprehensiveness in CSR report of environment sustainability dimension
Panel A: IDCR1 for environment Panel B: IDCR2 for environment
sustainability dimension sustainability dimension
Influence of the Law 10165 _ Influence of the Law 10165 of _
N Mean N Mean
of 2000 2000
Company with environmental Company with environmental
_ o 8 03059 o 89 0.3161
impact (riskicr industry) impact (riskier industry)
Company without Company without environmental 17
_ _ 176 0.2367 0.2612
environmental impact impact 6
p-value 0.048  p-value 0.041

Source: own work
Note: T-test for the difference in means

Table 12 shows the results of the estimates of models proposed in equation 3 that have the degree of
comprehensiveness of CSR reports as dependent variable. The findings go in the same direction as those
obtained by the tests for the difference in means between company groups. First of all, it can be observed
that the presence in the ISE index is a company attribute that has a very positive effect on the degree of
comprehensiveness of CSR reports, as hypothesized. In fact, being listed in the ISE (D_ISE) seems to be able
to stimulate a broader disclosure of CSR and sustainability actions, because of the company’s larger visibility
and the search for gain on image and reputation, as well as to seek legitimacy, as suggested in hypothesis 2.

In this same line of argumentation about the objective, the ownership concentration held by the main
shareholder is another attribute of the company that contributes to increase the degree of comprehensiveness
of CSR reports, as proposed by hypothesis 2. This positive effect is observed with the use of the two proxies
proposed, which are: the presence of a major sharcholder (D_MAJOR) (Table 12: Models 1 and 3), and the
proportion of ownership concentrated in hands of the main sharecholder (CONC1) (Table 12: Models 2 and
4). A controlling sharcholder, besides tending to have a long-term perspective in the company ownership, has
his/her name very much associated with the company, which is a strong motivating factor to pursue gaining
in image and reputation for the company as proposed under hypothesis 3.

As foreseen in hypothesis 4, the fact that the company is considered potentially aggressive to the
environment according to the Brazilian environmental law (D_AMB) contributes positively for a higher
degree of comprehensiveness in CSR reports. The fact that the firm is listed as a high environment risk
company according to its sector actually seems to be a factor that stimulates —or even forces— the company
to present CSR reports with a higher degree of comprehensiveness.

Also, as theoretically foreseen, firm size and profitability of the company has a positive influence on the
comprehensiveness degree of CSR reports.
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TABLE 12
Models for explaining the degree of comprehensiveness of CSR reports in Brazil
(i) Dependent variable: IDCRI1 (ii) Dependent variable: IDCR2
() (2) (3 (4)
Coef. sig. Coef. sig. Coef. sip. Coef. si
ISk 0.06249 %% 0.0702 *%* (L0645 F5* (.069] ***
1 MAJOR 0.0742 %*= (.0448 =
CONCI 0. 1424 %% (08T ==
D AMB 0.1457 *### (). ]38 % 01026 ** 00078 #*
1AM 0.0210%= 0.0243 %% 00139 0.0159%
ROA 0.2127 ** 0.2538 **#* 0.1487#* (.1745 *#*
Constant -().348R #* -0.4354 %*# -0.1365 -0, 1899
N. obs. 264 264 264 264
(18, 245) 8.29 8.25 6.52 6.61
[1-\:l|llk‘ O.0000 Ch 0000 (00RO (0000
[R2 0.3311 0.3279 0.2956 0.2943

Source: own work
Note: models estimated by ordinary least squares with standard errors robust to heteroskedasticity. Coefficients exhibited
with respective level of significance. ***, **, * denote statistical significance of the coefficients at 0.01, 0.05, and 0.1 levels.

S. Conclusions

This study made an analysis of the comprehensiveness of CSR information disclosed by Brazilian companies,
based on social responsibility reports that follow the GRI guidelines for sustainability reports. The
work defined comprehensive as the contextualized disclosure that comprises information about vision and
objectives, management actions, and performance indicators associated with the CSR items. This way, a more
comprehensive report is the one that presents more information, therefore, consisting of a more complete, or
more comprebensible, report. The reports’ comprehensiveness was analyzed via a content analysis technique
that resulted in the definition of an indicative index for the degree of comprehensiveness of the CSR report.

The research used 265 annual reports of corporative social responsibility, elaborated according to GRI
guidelines, from 98 Brazilian companies listed in BM&FBovespa during the period from 2010 to 2013.
Results show that, in fact, there are firm attributes that interfere in the degree of comprehensiveness of
CSR reports of Brazilian companies. Besides that, it was also noted a significant evolution in the degree
of comprehensiveness of CSR reports. The evolution in the comprehensiveness degree of CSR reports of
Brazilian companies was observed by verifying a degree of comprehensiveness significantly higher in more
recent periods.

Despite the progress in the degree of comprehensiveness of CSR reports, it is clear that there is still a low
comprehensiveness degree in CSR reports in Brazil. The measurement of the degree of comprehensiveness
takes into account vision and objectives (VO), management approach (MA), and performance indicators
(PI). It is observed that companies tend to report more information regarding the execution of effective
actions of social performance, as performance indicators and management approach, in detriment of vision
and objectives. Thus, it can be said that Brazilian companies still have to advance in disclosing their behavior
regarding CSR.

About the firm attributes that influence the degree of comprehensiveness of CSR reports, there are in
fact company attributes that matter in this context. As suggested, there is evidence that companies more
concerned with sustainability —here included environmental, social, and management aspects, brought
together by their presence in the ISE- present a higher degree of comprehensiveness in CSR reports.
Companies that compose the ISE index, in fact, fill many requirements associated to its social and
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sustainability concerns. Companies with such traits tend to elaborate better CSR reports that will, therefore,
be more comprehensive and complete. This attention to CSR reports might have a positive effect on the
legitimacy of firm activities, as well as on firm reputation and image.

Ownership concentration in hands of the main shareholder is also another company attribute that
contributes to increase the degree of comprehensiveness of CSR reports. This positive effect of ownership
concentration on the quality of CSR disclosure possibly comes from the controlling shareholder’s influence
on the company’s policies, and his/her interest in the legitimacy and the improvement of the firm image
that, in Brazil, is very much associated with the reputation of the shareholder himself/herself. It is possible
to suggest that the firm social and sustainability action, motivated by the search for legitimacy and gain of
reputation, leads to extensive sustainability disclosure of these actions in companies with highly concentrated
ownership in hands of the main shareholder, resulting in a higher degree of comprehensiveness of CSR
reports.

It is also important to report that companies from industries considered to have higher environmental
impact present, according to the Law 10165 of 2000, a higher level of comprehensiveness in the disclosure of
information on the specific environmental sustainability dimension. Although the Law 10165 of 2000 does
not mention disclosing of social information, the fact that it lists a group of firm industries more potentially
aggressive to the environment might motivate these companies to have more effective environmental
concerns, as the literature has suggested. In this sense, this possible enforcement might also have an effect in
the quality of CSR reports that, this way, tend to be more comprehensive, or complete, in the disclosure of
information concerning environmental aspects.

Results obtained with this work amplify the knowledge about the voluntary disclosure of CSR
information, since it assesses the disclosure of a group of companies that follow GRI guidelines, which
nowadays constitute the main reference for disclosure in the field of corporative social responsibility in Brazil.
The work also contributes to the criticism of CSR reports, adding empirical evidence for the quality of
disclosed information and, still, for the advancement of studies related to the disclosure of CSR actions, by
identifying types of information that might better describe the social operation practices and the assessment
of results of these actions, in view of the efficacy of communication with the stakeholders.
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Appendix A

Essential CSR indicators

Area

Items

Indicators

Economic

Direct economic impacts

EC1 — Donations and other community
investments.

Market presence

ECH - Policies, practices and spending
proportion with kocal supplers.

ECT - Procedures for local hiring and
proportion of high management members
recruited in the bocal community.

Indirect economic impacts

ECS — Impact of infrastructure mvestments
amnd services offered for public benefit.

Environmental

EN1 — Material usage.

Materiak EM2 - Materials used that came from
recycling.
EN3 — Direct energy consumpiion,

: discriminated by primary source of energy.

Energy : : ! o £ e
EM4 - Indirect energy consumption,
discriminated by primary source.

Water EN# — Total water consumption, by source.
EM11 = Indication of owned, leased or

Biodiversity managed area within protected venues, or

adjacent to them.
EM 12 —Significant biodiversity impacts,

Emissions, effluents, residues

EM 16 -Direct emissions of greenhouse
|gases, by weight.

EM17 —Relevant indirect emissions of
greenhouse gases, by weight,

EN19 — Emissions of substances that
damage the ozone laver, by weight.

EN20 - NOx, SOx and other sigmificant
atmospheric emissions, by type and weight,

EM21 ~Total water dscard, by quality and
destination.

EN22 -Total residue weight, by type and
discard method.

EN23 - Number and total volume of
significant spillage.

Products and services

EM26 — Initiatives to mitigate the
envirgnmental impacts of products and
services, and the extension of the reduction
of these impacts.

EM27 — Recuperation of products and its
packages.

Conformity

EM28 ~Significant fines and non-monetary
sanctions resulting of non-conformity to

environmental laws and regulations,

Source: adapted from the GRI Sustainability Report Guidelines (2006)
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Human rights

Investment and buving processes practices

HR1 — Inclusion of contractual clauses
andlor evaluation relative to human rights in
investment contracts.

HR2 ~Evahmtion of hired companies and
critical supplers regarding human rights
and the actions taken.

HR4 - Cases of dscrimination amnd the

Mon-discrimination -
actions taken.
HR6 —Activities identified as of significant
ik ence of chi h
(Child kibor rsk-occurrence of child labor, and the

actions taken to contribule to abolish child
labor,

Foreed labor or analogous to slavery

HRT —Activities identified as of significant
risk-occurrence of forced labor or
analogous to slavery, and the actions taken
to contribute to eradicate forced labor or
analogous to slhavery,

Significant fines and non-monetary

Labor practices and decent work

Conformity sanctions resulting of vioktion of human
rights.
LA - Situation of workers, by type of job,
Work work contract and region.

LA2 —Employee tumnover, by age group,
gender and region.

Rehtionship between workers and
governance

LA4 — Employees inclided in collective
negolialion agreements.

LAS — Notification in advance regarding
operational changes, inchuding if’ this
procedure i specified in collective
neEolELon agreements.

Health and security at work

LAT =Rates of kesions, occupational
diseases, days missed, absenteeism, and
deaths related to work, by region.

LAS —Ongoing programs of education,
training, counseling, risk prevention and
cantrol to assist employees, their families or
members of the community in relation to
severe illnesses.

Training and education

LA10 ~Employee trainings, discriminated

by job category.

Diversity and equal opportunities

LAT3 ~ Compaosition of the groups
responsible for corporative governance and
emplovees dscriminated by category,
according to gender, age group, minorities,
and other diversity indicators,

LA14 — Proportion of base salary between
men and women, by functional category.

Employee satisfaction

Polcis or actions directed to the
employees” quality of life, and resulis of
satisfaction surveys with the employees.

(Conformity

(cont.)

Fines and reparations from lbor claims,

Source: adapted from the GRI Sustainability Report Guidelines (2006)
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PR1 —Phascs of the products and services
cycle of life i which impacts in health and
Client health and security segurity are evaluated aiming improvement,
and indication of products and services
subject to these proceedings.

PR3 = Type of information about products
and services required by labeling

Labeling of services and products proceedings, and the percentage of
products and services subject to these
demands,

PRS ~ Infermation and results of
satisfaction surveys with chents.

PRE —Accession programs o laws, norms
and voluntary codes regarding marketing
commumnications, nchding publicity, sales
and sponsorship.

PRE ~Comphints regarding privacy
violation or loss of client data.

Conformity PR9 ~Serious fines for non-conformity

Clent satisfaction

=

Marketing communications

with Baws and regulations regarding the
supply and usage of products and services.
S0 = Nature, scope, and efficacy of any

programs and practices to evahate and
Community manage the impacts of activities in
communities, ncluding entry, operation and
EeXil.

502 —Risk evaluations regarding cormuption.

S03 —Anticorruption procedures of the

Corruption L
Organeaton.

Society

S04 —Actions taken i response (o
corruption cases.

5035 — Positions about pubbc policies, and
Public policies participation in the elboration of public
|policies and kobbies.

SO —Serious fines and non-maonetary

Conformity sanctions resultant of non-conformity to

laws and regulations,

(cont.)
Source: adapted from the GRI Sustainability Report Guidelines (2006)
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