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Impression Management: Presentation formats in annual and stand-alone reports
of UK FTSE100 companies 2000-2005

Abstract

This étudy examines 446 reports (223 annual reports and 223 stand-alone reports) of 46
FTSE100 companies for 2000-2005 inclusive. The selected companies are those that
produced stand-alone reports in the form of a hardcopy for a minimum of three
consecutive years ended 2005. This study analysed the total pages of the reports and
the results show that the length of annual reports and stand-alone reports has increased
over the years. The analyses of photographs, graphs and tables presented in those two
types of reports show that tables and photographs are the most popular presentation
format in the annual reports and stand-alone reports, respectively. Also, this study found
that graphs and tables are the least popular presentation format in annual reports and
stand-alone reports, respectively. There are more photographs of men, rather than
photographs of women, presented in these two types of reports. Based on Signalling
Theory, the companies, via photograph presentations, are argued to communicate a
signal of power, rationality, emotional stability, aggressiveness, self-reliance, objectivity,
and vigour, which attributes are commonly associated with men. Also, there are more,
rather than less, portrait photographé presented in annual reports than in stand-alone
reports to convince the readers of the truthful of information that the companies are
presenting. Further, the companies are found to have used photograph presentations for
impression management by way of presenting more images of humans at a workplace,
rather than humans not at a workplace, in photographs presented in annual reports and
stand-alone reports. Impression management also was detected on the presentation of
graphs, tables and texts presented in stand-alone reports. Overall, size, activity, and
listing status, but not performance, have been found to influence to a certain extent, on
‘the number of photographs, graphs and tables presented in annual reports and stand-
alone reports.
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Chapter 1: Introduction

1.0 Introduction

Impression management is an increasingly important area in the field of accounting.
Impression management, in the context of the current study, refers to the
presentation of information in set ways to portfay a more favourable image of the
company than is warranted (Beattie and Jones, 2000b). Related to this, companies
were reported to have presented graphs and texts in annual reports in set ways to
man‘age the readers’ impression of the companies. When it concerns the
presentation of a graph, companies are asserted to have presented graphs that were
developed, not according to the proper design and construction of a graph, resulting
in the presentétion of biased information. Also, companies were reported to be
underplaying the bad news and overplaying the good news, in the form of text to‘
establish a favourable portrayal of the company (Clatworthy and Jones, 2003). While
the presence of impression management in annual reports is well documented,
studies on impression management in other corporate documents, and stand-alone

reports' in particular, are found to be lacking.

The sfand-alone reports, albeit voluntary, had over the years increased in their
importance due to the increase in enVironmentaI awareness. Generally, companies
use stand-alone reports to corr;municate information on econ'orﬁic, social and
environmental related activities. This study aims to extend the knowledge of the
extent of impression management in reports other than annual reports. The
presentation of photographs, graphs, tables and texts mostly in stand-alone reports is

analysed to ascertain the presence of information presentation bias. That said, there

’

! Stand-alone reports in the context of this study include the environmental reports, the health and safety reports,
the sustainability reports, the corporate social and responsibility reports, and other reports of the same nature.




is no study prior to this study that ranked photographs, graphs, and tables based on
their respective number of incidences, vis-a-vis the favourite format, either in annual
reports or stand-alone reports, let alone compare the position of respective
presentation formais in the ranking of favourite presentation formats between the two
types of reports. This knowledge is important in order to have a better understanding
of the different structures of information presentation between annual reports and
stand-alone reports. In this vein, the result of this study has enriched the literature on

diverse aspects of corporate communications.

Overall, this study is essential as it enhances the understanding on various issues
related to corporate reporting behaviour. That said, this study is the first to rank the
favourite information presentation formats of pﬁotographs, graphs and tables both in
the annual reports and the stand-alone reports. The influence of company
characteristics namely size, performance, Iistihg status, and activity on the numbér of
photographs, graphs and tables presented in these two different reports is also
explored. Also, this study is the first to make a comparison of the various aspects of
photograph presentations between annual reports and stand-alone reports that
includes inter alia, size, image details 2 and photographic themes. Further, this study
explored the potential use of tables in stand-alone reports to portray a more
favourable image of the company than is warranted, thus contributing towards

enriching the literature on impression management.

The remainder of this chapter is arranged as follows. The following section, Section
1.1, presents the overview of the study. The next section, Section 1.2, discusses the
background of the study. The subsequent section, Section 1.3, presents research
problems. Section 1.4, which states the research questions, is presented after that.

Then, research objectives are presented in Section 1.5. The following section,

2For example, is the photograph featuring a single man or a group of men?




Section 1.6, discusses the significance and contributions of this study. The next
section, Section 1.7 presents a summary of findings. The last section, Section 1.8,

describes the structure of the thesis and ends this chapter.

11 The overview of the study

Companies disclose information by presenting it using various presentation formats
that include inter alia, photographs, graphs, tables, texts, charts, symbols and
cartoon caricatures (Warren, 2005). These presentation formats are used primarily to
improve communication efficiency, thus helping to enhance the quality of decision-
making (So and Smith, 2003). Razae and Porter (1993) postulated that the reason
users do not read the corporate documents thoroughly, in pérticular the annual
report, is because the contents were too complex and contained too much detail.
Among others, readers claimed to find it difficult to understand clearly the information
presented in the reports (Gray et al., 1993; Azzone et al., 1997)°. Related to this,
Wilson and Stanton (1996) suggested that graphical presentations be used to
improve the report's readability and the reader’s understanding. This is because the
information can be presented in a more precise and simplified manner. Also, the use
of graphical presentations is argued to be able to guide the interpretation towards
particular outcomes due to the enhancement in the communication process (Wilson

and Stanton, 1996, Stanton et al., 2004).

Companies normally employed a mixture of various types of presentation formats for
information presentation. As Davis (1989) argued, there is no single presentation
forrhat that is best suited to all situations. Thus, the use of various presentation
| formats is able to increase the effectiveness in the information dissemination for they

complement each other in enhancing the readabilty and thus the reader’s

I3

% This readability issue had been highlighted in numerous studies (see for example, Jones and Shoemaker, 1994;
Abharamson and Amir, 1994; and Clatworthy and Jones, 2001).




comprehension. As a result, the clarity of the information is enhanced. Also, a
combination of the unique advantages of an individual presentation format
contributes towards influencing the readers, one way or the other (Feldman and
March, 1981). An i;\itiai analysis of the types of presentation formats that have been
presented in the annual reports and stand-alone reports of the companies selected
for the current study appears to be consistent with this convention, as 80% of the

reports were found to have employed graphs, tables and photographs.

The task of selecting a suitable and appropriate presentation format to be used for
présenting the information involves a critical process. This is because the framing of
decisions according to Tversky and Kahneman (1986) depends on the language of
presentation, the context of choice, and also the nature of the display. Bettman and
Kakkar (1977) argued that different presentation formats affecf differently the way in
which the information is acquired. Graphs, for example, lead to a shorter decision
times (Hwang, 1995), and stay longer than numbers in a human memory (Leivian,
1980). Tables are useful if the task is to present numerical information related to units
of measﬁrement or time periods. Texts are suitable for providing explanations (So
and Smith, 2003) while photographs, which combine all faculties of human sensory
capabilities with a whole host of cultural, social and psychological knowledge, hence
assist in any decision-making process (Warren, 2005). All of this means that graphs,
tables, texts, and photographs differ in terms of their usability and influential power
on decision-making processes (Tractinsky and Meyer, 1999; Bierstaker and Brody,

2001).

Photographs are communication tools with a full impact, are arresting, and have the
potential to catch the attention of the reader in a way that is far more immediate,
perhaps, than words (Warren, 2005). Photographs are also argued to be able to

transform the otherwise dull and uninteresting reading material into more engaging,




colourful, and visually attractive documents (Wilmshurst and Frost, 2000; Beattie et
al., 2008). Due to this, the documents become refreshing and are able to attract the
attention of their readers. Gamson et al. (1992) argued that photographs in corporate
reports possess pc;wer, and reinforce the point of view of the reporter or agency that
constructs them. In this light, Benschop and Meihuizen (2002) confended that
companies employed photographs in annual reports to highlight the specific image
that they want to portray, normally an image that would be appealing to readers. This
is because photographs are asserted to possess the ability to manage expectations
effectively while communicating a corporate image (Houston et al., 1987; Graves et
al.,, 1996; McKinstry, 1996). Buchanan (2001) argued that photographs can be
valuable forms and sources of data for they capture the detail of social reality,
offering holistic representations of lifestyles and conditions. A blend of all these
features, according to him, may create a universal image of the company. Further, he
contended that photographs also are used to validate the data presented in the form
of text. In the same light, Graves et al. (1996) postulated that the inclusion of
photographs of the board members and officers, in annual reports, helps to persuade
readers of the truthful claims in the accounts, and to perpetuate the values that
reside in them. In addition, photographs in the form of a portrait are argued to be
associated with the truthfulness of information (Graves et al., 1996; Buchanan, 2001)
for they are likely to connote intimacy (Schroeder and Borgerson, 2005). All this
means that photographs, in their own right, are able to enhance the credibility and

trustworthiness of information presented in company reports.

Graphs are argued to be able to grab the attention of the readers (Houston et al.,
1987). This is true, especially when a coloured graph is presented. Graphs also are
better remembered compared to text (Shephard, 1967). Graphs allow more
information to be processed, and are therefore suitable when the task involves

detecting trends, comparing patterns, and interpolating values (Lurie and Mason,




2007; Beattie et al., 2008). Graphs make it easier for readers to see patterns, show
detail information on specific alternatives, and provide a context for evaluating focal
information (Lurie and Mason, 2007). Graphs also are able to convey facts and ideas
clearly thus enhan[:ing the communication process in a more precise and effective
manner (Wilson and Stanton, 1996). Overall, graphs help to improve decision quality
because the ability of a decision-maker to evaluate information on multiple attributes

is enhanced (Lurie and Mason, 2007).

Tables are helpful in understanding the data (Stephan and Hornby, 1995). Also,
tables are capable of enhancing the evaluation ability of a decision-maker (Vessey,
1991). Stephan and Homby (1995) postulated that in order to maximise its benefit, a
table has to be as simple, clear and unambiguous as possible. The unique feature of
a table is that it can be expanded in either direction, vertically or horizontally, or in
both directions simultaneously without compromising on its simplicity. This ability is
an advantage, especially when the decision-making process involves multi-
dimensional analyses, be it cross-sectional, or longitudinal, or both. Among the
situations where a table becomes an appropriate presentation format includes, inter
alia, presenting the original figures in an orderly manner, showing specific patterns in
the original figures, summarising figures, and providing important information for

problem-solving (Stephan and Hornby, 1995).

Texts are regarded as a significant form of information presentation that occupies
most of the allocated spaces in both the annual reports and the stand-alone reports.
Texts, according to Beattie et al. (2008), are an important device for scene-setting.
Arthur Anderson (2000), in their survey gf »100 listed UK companies’ annual reports,
had reporfed an increase in terms of space occupied by texts, from 45% in 1996, to
57% in 2000. Indeed, texts are an appropriate presentation format in the case where

detailed explanations on issues of concern are required. In addition, texts, if




presented in an appropriate style, using appropriate words for an appropriate

situation, are able to impress the readers (Beattie et al., 2008).

The employment oprresentation formats, central to this study — photographs, graphs,
and tables® ~ is at the discretion of the reporters. That said, Beattie and Jones
(2000b) confested that management are responsible for ensuring that the information
being presented is fair, neutral, and unbiased. They argued that the biased
presentation of information implies that the management is deliberately presenting
information so as to portray the company in a more favourable manner than is
warranted®. They referred to this type of information presentation activity as
presentation management that, according to them, is part of impression
management. Related to this, Leary and Kowalski (1990) contended that
presentation management is a situation in which one party tries to manage the other
party’s general perceptions of them. In an attempt to establish a favourable image,
companies are asserted to present selected information with positive values, while
information that reflects negative values is excluded (Gardner and Martinko, 1988).
As Feldman and March (1 981, p. 176) argued,

“Most information that is generated and processed in an organisation is

subject to misrepresentation. Information is gathered and communicated

in a context of conflict of interest and with consciousness of potential

decision consequences.”
Companies are contended to be involved in presentation management when they
deliberately select the informétion \and present it in set ways to impreés the readers.
In the case of graphs, the managed presentation of a graph, according to Fulkerson
et al. (1999), is actually a presentation of biased and untruthful information. Schmid

(1983) contended that the use of graphical methods is able to enhance the

4 These presentation formats are considered as central because the comparison is made in terms of their
incidents as between annual reports and’stand-alone reports. Texts only come into the picture when the
investigation involved the issue of impression management, which is limited only to stand-alone reports.

% See Kasznik and Lev (1995) and Stergios and Weetman (2004) for more examples.




communication process effectively only if it is designed according to the principles of
graphical design and construction. Where it concerns the information presentation in
the form of text, companies are asserted to present the more favourable news rather
kthan unfavourable hews (Clatworthy and Jones, 2006). Similarly, companies may
select the length of the comparison period of a table and also the units of comparison
that are more favourable rather than unfavourable. For example, companies may
choose to present a table of the performance of a 2-year period, which is more
favourable, rather than the performance of a ‘normalised’ 5-year period, which is less
favourable. All these point to a salient fact that companies may use the discretionary
aspects of information presentation to their advantage by overplaying the information
about their good performance, and underplaying the information about their bad
performance (Clatworthy and Jones, 2003). Beattie and Jones (2000a) referred to
this exercise as selectivity, which, according to them, is part of impression
management. Revsine (1991) contended that selectivity leads toward presentation
bias due to its selective representation. Clatworthy and Jones (2003) argued that
companies at their best would discuss both good and bad news equally, while at their
worst, wohld focus only on good news. As for photographs, Wilmshurst and Frost
(2000) arnged that companies, among other things, use them as a means to impress

users of their responsible approach, particularly on environmental issues.

-It was reported in previous studies that companies exercised impression
management to create, enhance, -and retain the good reputation of the company
(Murray and White, 2005). This is because companies with a good reputation,
especially an environmental reputation, gain a better chance to improve on their
overall bﬁsiness performance (Porter, 1991; Orlitzky et al., 2003). Related to this,
Rosewicz (1990) argued that individuals are willing to pay more for a product that
helps to save the planet. Thus companies, after realising the importance as well as

the benefit of having a good environmental reputation, have an incentive to present




information in set ways to portray a more favourable image of the companies than is
warranted. The presence of impression’ management in annual reports is well
documented. As companies also produce stand-alone reports to eommunicate about
their environmental\related activities, there is a potential for information presentation

bias in these reports, hence this study.

1.2 Background of the study

Companies use various communication vehicles to communicate with their
shareholders and other stakeholders about their performance, and other related
activities. These communication vehicles include, inter alia, annual reports, stand-
alorre reports, press releases, corporate websites, and advertisements. Two of these
communication vehicles, which are central to the current study, are annual reports
and stand-alone reports. It is a mandatory for companies to produce the‘ annual
reports, whereas the stand-alone reports are produced at the discretion of the
companies. Related to this, a company is subject to being penalised by the
respective enforcement agency if it fails to produce an annual report. Also, there is a
requirement for annual reports to be audited prior to release. By contrast, the stand-
alone reports, due to their voluntary nature, require no auditing whatsoever. These
two types of reports, albeit different in their nature, are important to both investors
and researchers. When it concerns the investors, these reports assist them in making
~ informed investment decisions. As for the researchers, these reports provide crucial

information on issues related to corporate reporting behaviour and/or practices.

An annual report is regarded as the most important and valuable reporting instrument
(Hines, 1982; Vergoossen, 1993; Beattie and Jones, 1998). The reason for this is
that an annual report is the main reporting document produced by a company (Firth,
1979; Pava and Epstein, 1993; Samuels, 1993; Botosan, 1997). Due to that, the

majority of researchers use annual reports as their primary and valued source of




information (Hines, 1982; Vergoossen, 1993; Neu et al., 1998). Also, researchers use
annual reports to evaluate a company'’s financial performance, and also to review the
potential for growth in the company’s value (Pava and Epstein, 1993; Pijper, 1993).
Further, an annuai report is the most widely distributed of all public documents
prodﬁced by a company, hence is widely available, which means that access to this

report is easy (Campbell, 2000).

Recent years have seen an increase in the importance of environmental information,
in accordance with the increase in environmental awareness. Environmental
disclosure, albeit voluntary, have resulted in the extended use of annual reports as a
medium of communication for environmental information (Savage, 1998).
Consequently, annual reports have become one of the most common sources for
discovering environmental information (Nieminen and Niskanen, 2001; Tilt, 2008).
Early researchers have measured the increase in the disclosure of social and
environmental information in annual reports (Trotman and Bradley, 1981; Gray et al.,
1995a). Companies are reported to have disclosed environmental information partly
because they are aware that environmental behaviour is an issue of public concern
(Zadek et al., 1997; Wilmshurst and Frost, 2000). Azzone et al. (1997) contended
that companies demonstrated their commitment to the environment by disclosing
their environmental information. In addition, environmental disclosure implies that
- companies are fulfilling their accountability obligations (Benston, 1982; Holland and
Boon-Foo, 2003; Brammer and Pavelin, 2006). Related to this, the 'public expects
companies to report on their environmental activities just as companies report on
dividends (Deegan, 2002). In the same light, Epstein (1991) contended that
shareholders had ranked environmental issues higher than dividend payouts. In the
UK for example, the majority of the British public considers a clean and safe

environment to be a basic human’right (Manley, 1992).
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Jose and Lee (2007) argued that the commitment to presenting environmental
information had given companies a competitive advantage. They further argued that
companies with an improved environmental performance are rewarded, for éxample,
in the form of a p}emium in their shares. Ghobadian et al. (1995) contended that
many UK companies, having realised these benefits, are seeking to become
environmental leaders. Related to this, p‘revious’studies had reported that investors
react immediately to the release of new information about a | cbmpany's
environmental perfofmance (see Muoghalu et al., 1990; Hamilton, 1995; Klassen and
McLaughlin, 1996; Konar and Cohen, 1997). Also, investors are reported to react
accordingly towards any changes in the company’s environmental behaviour (Jaggi
and Freedman, 1992; Pava and Krausz, 1996; Edwards, 1998; and Lorraine et al.,
2004), particularly those related to global warming (Brown and Flavin, 1999).
Environmental disclosure also leads to positive public relations (Idowu and
Papasolomou, 2007), which means that reporting companies will be perceived as
caring organisations (Jacques, 2'006). Further, environmental disclosure helps to
establish a more rounded picture of the reporting company (ldowu and
Papasolomou, 2007), hence further assisting the investment decision-making

process.

Zeghal and Ahmed (1990) argued that annual reports are not the only

- communication medium for environmental information. This is because companies

over the years have changed the way they report their environmental commitment by

producing separate environmental reports. Subsequently, these stand-alone reports
have become the main vehicle for companies to communicate environmental
information (Herremans et al., 1999; KPMG, 2005). Since the beginning of the 1990s,
the number of companies producing stand-alone reports has increased considerably
(Cerin, 2002; Thomson and Bebbington, 2005). In the 1993 KPMG survey, only 15%

of companies were reported to have published stand-alone environmental reports.
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However in the 1996 KPMG survey, the percentage of companies that produce
stand-alone environmental reports had increased to 17%. The percentage of
companies producing stand-alone reports had risen to 35% in the 1999 KPMG
survey, and subseﬁuently to 45% in the 2002 sustainability survey (KPMG, 1999,
2002). In the 2005 survey, 71% of FTSE 100 companies were.reported to have
produced stand-alone environmental reports (KPMG, 2005). This represents an
increase of 26% in the percentage as compared to that for the year 2000 (Idowu,
2005). While the percentage of companies producing stand-alone reports appears to
be on an increasing trend, other companies still devote a section in their annual

reports to report on their environmental related activities (Idowu and Towler, 2004).

Companies are aware that a good reputation is critical for their current as well as
future business survival. As such, companies have an incentive to present
information that could enhance their favourable images (Godfrey ef al., 2003). In this
vein, companies are argued to have used their corporate reports — annual reports
and stand-alone reports — as public relations tools (Beattie and Jones, 1993;
Holliday, 1994). Where appropriate, companies may provide additional, but voluntary
information® in an attempt to tell their own side of the story on issues of public
concern (Cerin, 2002). In so doing, companies may influence readers’ impressions
by manipulating the content as well as managing the presentation of information
- (Merkl-Davis and 'Brennan, 2007). Related to this, companies are deliberately
emphasising good news in order to strengthen their corporate reputation (Merkl-
Davis and Brennan, 2007; idowu and Papasolomou, 2007), resulting in the
presentation of distorted information (Merkl-Davis and Brennan, 2007). In the event
where the distorted information is used to make a decision, a biased decision may

result (Lurie and Mason, 2007; Beattie et al., 2008).

/

6 Meek et al. (1995) define ‘voluntary’ as discretionary reporting, being in excess of mandatory requirements.
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The nature of the report — mandatory or voluntary — does not determine whether it is
free of presentational bias. Annual reports for instance, albeit mandatory in nature,
have been reported to contain information presentation bias in the form of graphs
(Benbasat and De);ter, 1986, Steinbart, 1989; Beattie and Jones, 1992, 1999, Beattie
etal, 2008) and texts (Smith and Taffler, 1992; Tauringana and Chong, 2004; Balata
and Breton, 2005; Clatworthy and Jones, 2006). While the presence of impression
management in annual reports is well documented, research on impression
management in stand-alone reports is in its infancy. Companies use impression
management in stand-alone reports arguably to enhance the companies’ reputation
as well as to handle the information asymmetry gap that could otherwise affect both
reputation and stock price (Elsbach, 1994; Elsbach and Kramer, 1996;

Hooghiemstra, 2000).

In investigating the potential existence of impression management in stand-alone
reports of top companies in the UK, this study also examines and ranks the favourite
presentation formats among photographs, graphs and tables presented in annual
reports and stand-alone reports. These two different reports, albeit produced by the
same companies, may possess different numbers of photographs, graphs and tables.
The positions in the ranking of favourite presentation formats of photographs, graphs
and tables between the reports also may be different from one another. Also since
~ the companies are involved in different economic sectors, there is a potential
influence of the various company characteristics on the use of photographs, graphs
and tables for information presentations. Prior to this study, little interest has been
shown by any researchers to compare the information presentation of photographs,
Qraphs and tables as between annual reports and stand-alone reports. The presence
of impression management in stand-alone reports is also relatively unstudied, which

means that a gap exists in the accounting research.
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1.3 Research problems

Ph_otdgraphs, graphs and tables have the ability to enhance the efficiency of
communication. The use of these presentation formats enables readers of corporate
reports to overcon;e or at least reduce understandability problems (Gray et al., 1993;
Azzone et al., 1997). Apart from that, photographs, graphs and tables are employed
because of their individually unique advantages. Photographs, for instance, are able
to transform the corporate report from dull reading material into a more visually
attractive document (Wilmshurst and Frost, 2000; Beattie et al., 2003). Graphs,
according to Beattie et al. (2008), are useful for highlighting trends, while coloured

- graphs are more likely to attract attention and stimulate interest. Similarly, data

presented in the form of a table is more presentable and easily understood.

Companies are asserted to have used their discretion in information presentation by
managing the presentational aspects to portray a more favourable image of the |
companies than is warranted (see Merkl-Davis and Brennan, 2007 for an extensive
discussion and related studies on impression management). This exercise results in
the presentation of distorted information, thus disrupting the truthfulness of the
information (Azzovne et al., 1996a; Maltby, 1997). As Schmid (1983) contended, the
.objective of using pictorial presentation formats to enhance the communication
process effectively would not be met if their design and construction did not comply
~ with the principles of graphical design and construction. In the same light, Fulkerson
et al. (1999) postulated that if the'graphics were inferior, then the presentation would

further confuse the readers.

Companies exercise their discretion in information presentation by selecting the type
of presentation format that suits their purpose. it is therefore argued that knowledge
of the favourite presentation formats in annual reports, as well as in stand-alone

reports, would enable one to grasp the intrinsic role of the reports. For instance, if the
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role of the report were to assist its users in making an investment decision, then
more tables would probably be used to disclose the fundamental information.
Likewise, if the role of the report were to enhance the company’s public relations,
then more photogra})hs would probably be employed. As the saying goes, a picture
is worth_ a thousand words. This study therefore attempts to investigate and rank the
presentation formats of photographs, graphs and tablés in annual reports and stand-
alone reports of UK top companies based on their number of incidents. Further, the
ranking of presentation formats in annual reports and stand-alone reports is
compared in an attempt to understand the intrinsic role that each of these reports is
promoting. In addition, photographs in annual reports and stand-alone reports, and
graphs, tables and texts in stand-alone reports are examined to identify the possible

use of these presentation formats for impression management purposes.

1.4 Research questions

This study responded to a call for a more research into the forms of information
presentation in corporate reporting documents, then subsequently providing answers
to the following questions:

(1] Do the length of annual reports and stand-alone reports increases over time?

‘12] What are the positions of photographs, graphs, and tables in the ranking of

favourite presentation formats in annual reports and stand-alone reports?

[3] Do photographs in annual reports -and stand-alone reports differ in their

attribufes?
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[4]

(5]

Do dompany characteristics of size, listing status, activity, and performance

influence the number of photographs, graphs and tables presented in stand-

alone reports and annual reports?

Are photographs in annual reports and stand-alone reports, and graphs,

tables and text in stand-alone reports being used for impression

management?

1.5 Research objectives

This study aims to achieve the following five objectives, namely:

[1]

[2]

(3]

[4]

[5]

To document the changes in the length of annual reports and stand-alone

reports over time;

To document the positions of photographs, graphs, and tables in the ranking
of the favourite presentation formats in annual reports and stand-alone

reports;

To compare the attributes of photographs in annual reports and that for stand-

alone reports, both on a yearly basis as well as over time;

To examine and document the influence of a company’s characteristics of
size, listing status, activity, and performance on the number of photographs,

graphs, and tables in stand-alone reports and annual reports; and

To examine the probable use of photographs in annual reports and stand-
alone reports, and graphs, tables and text in stand-alone reports for

impression management.
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1.6 Significance and contributions of the study

Companies produce annual reports and stand-alone reports as vehicles to
communicate with internal and external parties that include inter alia, employees,
customers, sharehelders, lenders and the general public. The internal as well as
external parties use the information presented in these reports to assist them in
making sound and informed decisions. In order to enhance the communication
process effectively, companies employ various presentation formats that include inter
alia, photographs, graphs, tables and texts. Prior to this study, there has been no
documented work that ranked photographs, graphs, and tables as presented in
annual reports and stand-alone reports, let alone compare the positions of these
presentation formats in the ranking of favourite presentation formats between these

two different types of reports.

When it concerns graphs, companies have been reported to present distorted graphs
in an attempt to portray a more favourable image than is warranted (Beattie and
Jones, 2000a). That said, prior studies on impression management in graphs were
focusing mostly on graphs presented in annual reports. Although the annual reports
are required to be audited prior to their release, the information presentation formats
per se are not included in the auditing process. Graphs are also presented in stand-
alone reports and that means there is a possibility that the presentation of graphs are
“ managed to give a more favourable portrayal of the company than is warranted.
Further, there is a possibility that other presentation formats in stand-alone reports
that include photographs, tables, and texts, are manipulated to a certain extent for
impression management. The knowledge of the possible exercise of impression
management in stand-alone reports is viewed as crucial, considering that the reports
are increasing in their importance, as reflected by the increase in the number of
companies that produced them (Deegan and Gordon, 1996; KPMG, 1999, 2002;

Kolk, 2003; Peck and Sinding, 2003). There is however, a lack of studies on
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impression management in stand-alone reports, hence a gap in related literature.
This study attempts to fill the gaps related to information presentation and impression
management in annual reports and stand-alone reports of FTSE100 companies in
the UK over time. éy so doing, this study responds to a call for a more longitudinal
study on impression management in a voluntary reporting environment (see Merkl-

Davies and Brennan, 2007).

This study is argued to have enriched both the academic and the non-academic
arenas. When it concerns the academic arena, this study extends the knowledge of
the extent and nature of various presentation formats in annual reports and stand-
alone reports. The investigation on photograph presentation in this study contributes
towards enriching the literature, which is contended to be relatively unstudied (see
Warren, 2005). Further, it is believed that, for the first time, the presence of
impression management involving photographs in annual reports and stand-alone
reports, and graphs, tables and texts in stand-alone reports is critically examined. As
for the enrichment within thé non-academic arena, this concerns the users of the
reports and the relevant policy makers. When it concerns the former, the new
knowledge in sysfematic differences in impression management strategies would
have to' be factored into decision-making models, as they would potentially affect
investment decisions. As for the latter, the presence of systematic differences in
- impression management would perhaps need to be addressed as they undermine

the aspects of information trustworthiness.

1.7 Summary of findings
This study examines the annual reports and stand-alone reports of leading
companies in the UK by focusing on the information presentation formats of

photographs, graphs, tables, and-texts to determine,
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u the chahges in the length of annual reports and stand-alone reports over time

® the favourite presentation formats in annual reports and stand-alone reports

B the differences in the attributes of photograph presentations between these two
different types c;f reports

® the influence of company characteristics on the number of photographs, graphs,
and tables presented in annual reports and stand-alone reports

B the presence of impression management exercise in annual reports and stand-

alone reports

The length of annual reports and stand-alone reports of selected companies are
found to have increased over the years. This study also found that photographs,
graphs, and tables are ranked differently in terms of their incidence in annual reports
and stand-alone reports. Tables and photographs are ranked first and second,
respectively, in the ranking of the favourite presentation formats employed in annual
reports. Tables in annual reports are employed generally to present financial
information that is fundamental in making investment decisions. This indirectly
emphasises the function of the annual reports, namely, to assist the readers in
making informed i‘nvestment decisions. Meanwhile, photographs in annual reports
are found to portray more humans at a workplace, namely, to highlight an image that
is appealing to the readers (Benschop and Meihﬁizen, 2002). Indeed, there are more
" photographs of humans at a workplace, rather than, photographs of humans not at a
workplace, presented in annual reports of selected companies. This suggests that
companies use photographs as a tool to portray a more favourable image of the

companies than is warranted.

As opposed to annual reports, photographs and tables in stand-alone reports are
ranked first and third, respectively, in the ranking of the favourite presentation

formats employed. Overall, the presentation of more images and less numerical
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information suggested that companies use stand-alone reports primarily to enhance
their corporate reputation and public relations, and thus consistent with the
assertions reported in previous studies (see Beattie and Jones, 1993; Holiday, 1994).
Related to this, the;e are also more photographs of humans at a workplace, rather
than, huméns not at a workplace, presented in stand-alone reports of the selected
companies. Further, the number of photographs in stand-alone reports was found to
be influenced by company size. Indirectly, this finding suggests that larger
companies, rather than, smaller companies, were concerned more for their
reputation. The presentation of photographs depicting humans at a workplace, and
nature, in the stand-alone reports highlighted the use of photographs as a tool in
managing the perceptions effectively while communicating a corporate image
(Graves et al., 1996; McKinstry, 1996; Houston et al., 1987). Similarly, the
presentation of more photographs of men rather than photographs of women reflects
favourably on the readers’ perceptions of the management'’s credentials in managing

the Company. This is because men in photographs represent power, rationality,

emotional stability, aggressiveness, self-reliance, objectivity, and vigour (Kuiper,

1988; Kolmar and Bartkowski, 2005). Further, the presentation of graphs, tables, and
texts in stand-alone reports were found to have been managed, suggesting
management’s attempts to further enhance the company's as well as their own,
reputations. Graphs, tables, and texts in stand-alone reports were found to present
signiﬁcéntly more good news than bad news, while the presentation of graphs was

found to be distorted. ¢

1.8 Structure of the thesis

Figure 1.1 presents the structure of this thesis that consists of eight chapters. The
following chapter, Chapter 2 is the philosophical aspects of the research and the
theoretical framework. The chapter begins with a discussion on the different

philosophical conventions in conducting research. The chapter discusses the three
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different paradigms in conducting research, nameiy, constructivist, positivist, and
critical realist. As the current study embraces a positivist approach, the chapter
discusses the five different theories related to the information disclosure,. namely,
Agency Theory, Siakeholder Tr'1eory, Legitimacy Thepry, Signalling Theory, and
ImpresSica‘n Management. Subsequently, the reasons for the adoption of only two

theories — Signalling Theory and Impression Management — are discussed.

Chapter 3 is the literature review and development of the hypotheses. This chapter
presents, and discusses, previous studies related to issues of concern for the current
study. Those reléted studies are arranged into four different categories. The first
category involved studies on the length of corporate reports. The second category
involved studies on presentation formats in corporate reporting documents. The third
category involved studies on the influence of company characteristics on
presentation formats employed. The last category involved studies on impression
management in corporate reports. Generally, these previous studies had laid a
foundation for the areas to be researched into by the current study. It was these
previous studies, as well as the theories adopted, that guided in the development of

hypotheses for this study.

Chapter 4 discusses the methodology, which explains the approach undertaken in
this study. Specifically, this chapter addresses issues relating to the selection of the
companies in the sample, the collection of annual reports and stand-alone reports,
collecting and recording the data, and the statistical analysis employed to analyse the
data in this study. This chapter also presented the descriptive statistics of companies
selected for the study mainly from the perspective of company size and business
activities. Also presented is the information related to the changes in the length of

stand-alone reports and annual reports.
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Chapters 5-7 present the research findings. Chapter 5 presents the results of the
analysis of the presentation formats of photographs, graphs, and tables. Specifically,
- the presentation of results in this chapter focuses on the number of incidents
involving photogra;;hs, graphs, and tables presented in stand-alone reports and
annual reports. This chapter also compares the attributes of photograph
presentation, both on the individual years as well as over time between those two

different reports.

Chapter 6 presents results from the analyses of the influence of company
characteristics on the number of presentation formats in annual reports and stand-
alone reports. Also discussed are the four company characteristics, namely size,
listing status, activity, and performance that. are used to separate the selected
companies. Two groups for each characteristic are established, and companies in
the sample are assigned accordingly to their appropriate groups. In addition, the
photographs, graphs and tables presented in annual reports and stand-alone reports

for each category are analysed and the findings are presented accordingly.

Chapter 7 presents the results of analyses on impression management involving
photographs in annual reports and stand-alone reports, and graphs, tables and texts
in stand-élone reports. When it concerns photographs, the number of incidents
“involving favourable versus the unfavourable images is analysed. When it concerns
graphs, tables, and texts, the results from the analyses on impression management
~are discussed from the perspective of presentation of more good news than bad
news. The results of the subsequent analysis on graphs, the graph discrepancy index
(GDI), which measures distortion in graph presentation, as well as the use of special

effects to enhance the presentation of a graph, is also presented.

7
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Chapter 8 is the final chapter of this thesis. This chapter summarises the findings of
the current study, presents the limitations of the current study, discusses
contributions of the study, suggests areas for future research, and then concludes
this thesis. The disc;.ussion on the findings is presented in such a way as to mirror the
research questions that the current study is investigating. They include the lengths of
annual reports and stand-alone reports; the 'rankings of presentation formats of
photographs, graphs and tables in annual reports and stand-alone reports; the
differences between the attributes of photographs as presented in annual reports and
stand-alone reports; the inﬂuencé of company characteristics of size, activity,
performance, and listing status on the number of photographs, graphs and tables
presented in those reports; and the use of photographs in annual reports and stand-
alone reports, and graphs, tables, and texts used in stand-alone reports for
impression managemént. When it concerns the contributions of this study, the
discussion is presented from the perspectives of the academic arena as well as from
the perspective of non-academic arena. A concluding remark that was presented

subsequent to the suggestions for futuré research marks the end of this thesis.
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Chapter 2 — Philosophical aspects of research &
theoretical framework

2.0 introduction

The philosbphical aspects of research are important for they determine the way in
which any research is undertaken. Different philosophical beliefs entail different
reseérch paradigms. Research paradigms influence the research process through
the as;sumptions underpinning the respective research paradigm. In the case of a
positivist paradigm, for example, empirical regularities imply causal laws that are then
used to explain social phenomena. By contrast, a constructivist paradigm assumes
that explanation compri'ses causal laws inferred from the actors’ subjective
perceptions of their social world, and that the cycle qf enquiry is inductive, and hence
requires some sort of descriptive explanation (Wass and Wells, 1994). A
constructivist paradigm provides more space for the researcher, leading towards a
significant degree of involvement. Once a research paradigm is determined, the
ontological assumptions, the epistemological assumptions, and the methodological
assumptions for the respective paradigm are established. These assumptions guide
the ménner in which a researcher should behave while conducting the research. This
study adopts a positivist paradigm, which holds that social discoveries are made in a
logical manner through empirical testing, using inductive and deductive hypotheses
derived from a bod_y of scientific theory. These theories are used to explain the social

phenomena concerning issues under investigation.

The remainder of this chapter is structured as follows. The following section, Section
2.1, explains research in social sciences. The next section, Section 2.2, discusses
the research paradigms. Implications of the philosophical aspects for the research

approach of the current study are presented after that, in Section 2.3. Then, the
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related theories on information disclosure are presented in Section 2.4. The following
section, Section 2.5, discusses the theoretical framework adopted in the current

study. A summary in Section 2.6 ends this chapter.

2.1 Research in social sciences

Research in social science is conducted based upon assumptions. These
assumptions are important, for they determine the manner in which social scientists
investigate the social world. Burrell and Morgan (1994) contended that social
scientists formulate assumptions as to how they view the nature of the social world.
Indeed, different viewpoints require different explanations. Kuhn (1996) refers to
these viewpoints as paradigms’, while Rocco et al. (2003) refer to them as world-
views®. The word ‘paradigm’, rather than ‘world-view’, is deemed to be more
appropriate in the context of this study, and hence will be used to refer to social

scientists’ viewpoints.

A paradigm, from the Kuhn (1996) perspective, is a set of linked assumptions about
the physical world/universe, but not a society, which is shared by a community of
scientists investigating that world. Meanwhile, Patton (1975, cf. Guba, 1990, p. 80)

defines a paradigm as:

‘A world view, a general perspective, a way of breaking down the
complexity of the real world ... paradigms are deeply embedded in the
socialisation of adherents and practitioners, telling them what is
important, what is legitimate, what is reasonable. Paradigms are
normative; they tell the practitioner what to do without the necessity of
long existential or epistemological considerations”.

7 The OED defines ‘paradigm’ as ‘a mode of viewing the world which underlies the theories and methodology of
science in a particular period of history’. N.B. The ‘science’ referred to here is physical science, where ‘physics’ is
usually taken as the paradigm case of a science in the modern world. From this it will be seen that the social
‘sciences’ are a very pale imitation of a science.

8 The OED defines ‘world-view' as ‘a set of fundamental beliefs, attitudes, values, etc., determining or constituting
a comprehensive outiook on life, the universe, etc.’ In other words, any particular world-view is subjective, and is
usually explained in terms of the particular individual’s socialisation in his/her particular society.
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There are a’variety of paradigms in the social sciences. They are different, one from
the other, and none of these paradigms is true or false. Each of these paradigms
offers a different way of looking at social life, so much so that a unique assumption
about the nature o} social reélity is formulated. Paradigms provide a ‘basic set of
beliefs or assumptions that guide’ a researcher’s inquiry (Cresswell, 1998, p.74). An
argument was initially raised on the issue of accommodation between the paradigms
(see Lincoln, 1990). However, this issue has been resolved in favour of a fusing of
paradigms (see Reichhardt and Rallis, 1994; Greene and Caracelli, 1997; Smith,
1994, 1997), which means that researchers acknowledged the possibility of

combining paradigms (Guba and Lincoln, 1994).

A paradigm influences the research process by specifying the manner in which a
researcher should behave while conducting research. This is clarified through a
systematic set of interrelated statements about the nature of reality’ (ontological
assumptions), the role of a researcher (epistemological assumptions), and the
research process itself (methodological assumptions) (Healy and Perry, 2000; Hay,
2002; Roceo et al., 2003). Generally, ontological assumptions are concerned with the
nature of reality (Rocco et al., 2003), what is out there to know (Grix, 2002), or what
we believe constitutes social reality (Blaikie, 2000). Examples of ontological positions
are those contained within the perspectives of 'objectivism' and 'constructivism'.
- ‘Objectivism’ is an ontological position that asserts that social phenomena and their
meanings have an existence that is independent of social actors. Meanwhile,
‘constructivism’ is an alternative ontological position asserting that social

phenomena, and their meanings, are continually being accomplished by social

% in spite of the strictures on the use of ‘paradigm’ and ‘'world-view' earlier, it is still quite possible to formulate and
test theories about social reality, based on the world-view of the researcher, but it must be remembered that,
however ‘scientific’ the endeavour, it will not be possible to derive universal laws of sociology, etc., from the
findings.




actors. Clearly, one's ontological position will affect the manner in which one

undertakes research (Grix, 2002).

Connected to an c)‘ntologfcal assumption is the epistemological problem of what, and
how, we can possibly know about the world (Blaikie, 2000; Grix, 2002; Rocco et al.,
2003). In other words, epistemology is concerned with the theory of attaining
knowledge, especially in regard to its methods, validation, and 'the possible ways of
gaining knowledge of social reality, whatever it is understood to be’ (Grix, 2002). Two
contrasting epistemological positions are the perspectives of ‘positivism' and
‘constructivism'. Positivism refers to an epistemological position that advocates the
application of the methods of the natural sciences to the study of social reality, and
beyond. Constructivism is an epistemological position that believes a strategy that
respects the differences between people and the objects of the natural sciences is
required to allow the social scientist to grasp the subjective meaning of social action
(Bryman, 2001; Grix, 2002). The employment of any of these epistemological

positions will lead to the engagement of a different methodology in social research.

Generally, it is a researcher's ontological and epistemological positions that lead to
different views of the same social phenomena. As Greene and Caracelli (1997)
contended, é researcher's assumptions about reality, knowledge, and values guide
- towards the employment of research methods. A researcher's methodological
approach, underpinned by and reflecting specific ontological and -epistemological
assumptions, represents the choice of approach and research methods adopted in a
given study. Methodology is concerned with the logic of scientific inquiry; in particular
with investigating the potentialities and Iimitations of particular techniques or
procedures (Grix, 2002). Presented in Table 2.1 are brief descriptions of different
paradigms according to Guba and Lincoln (1994) in terms of their defining elements

of ontology, epistemology, and methodology.
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Table 2.1 Paradigm defining elements

Positivism_ <

> Constructivism

Orientation Positivism Post Positivism Critical theory Interpretivism/
(realism) Constructivism
Ontology: ‘naive realism’ in Critical realism - | Historical realism - Relativism - local and
which an ‘real’ reality but social reality is specific constructed
What is the understandable reality | only imperfectly historically realities; the social world
nature of the is assumed to exist, and constituted; human is produced and
‘knowable'? Or | driven by immutable | probabilistically being organisations | reinforced by humans
whatis the natural laws. True apprehendable and societies are not | through their action and
nature of nature of reality can confined to existing | interaction.
‘reality'? (Guba, | only be obtained by in a particular state.
1990) testing theories about
actual objects,
processes or
structures in real
world
Epistemology: | Dualist/ objectivist; Modified dualist | Transactional/ Transactional/
verification of objectivist; criical | subjectivist; subjectivist;
What is the hypothesis through tradition/ knowledge is understanding of the
nature of the rigorous empirical community; grounded in social social worid from the
relationship testing; search for findings probably | and historical participants’ perspective
between the universal laws of frue. practices; knowledge | through interpretation of
knower (the principles, tight is generated/ justified | their meanings and
enquirer) and coupling among by a critical actions; researchers’ prior
the known (or | explanations, evaluation of social assumptions beliefs,
knowable)? predictions and systems in the values, and interests
(Guba, 1990) control context of always intervene to shape
researcher’s their investigations.
theoretical
framework adopted
to conduct research
Methodology: | Hypothetical Modified Dialogic/ dialectical; | Hermeneutical/
deductive experiment/ | experimental/ critical ethnography; | dialectical; interpretive
How should the | manipulative; _manipulative interpretive case case study; action
enquirer go verification of falsification of study; action research; holistic
about finding hypotheses; may hypotheses; may | research ethnography
out knowledge? | include quantitative include
(Guba, 1990) methods quantitative
methods.

(Source: Guba and Lincoln, 1998; Packer, 1999)
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2.2 Research paradigms

There are four different research paradigms presented in Table 2.1 that include
positivism, constructivism, realism, and critical theory. However, critical theory is
viewed as not suit:;\ble to the nature of this study, hence it is not discussed. This
means that this séction discusses only three different paradigms to reflect the current

research undertaken’®, namely, positivism, constructivism, and realism.

2.2.1 Positivist paradigm

Positivism is rooted in the natural sciences (Ryan et al., 1992). A positivist holds the
view that reality may, to some degree, be known objectively, and that empirical
evidence of the world is a legitimate form of knowledge (Swamidass, 1991; Meredith,
1993; Filippini, 1997; Scudder and Hill, 1998; Rocco et al., 2003). The ontological
assumption of positivism is that the real world exists independently of subjective
consciousness (Wass and Wells, 1994). This means that the observer has neither
relationship nor influence on the reality (Kolakowski, 1993; Guba énd Lincoln, 1994).
The epistemological assumption of positivism is that only objectively observable and
measurable subjects are considered as valid knowledge (Wass and Wells, 1994). As
such, this paradigrh’s emphasis is on the use of quantifiable observations that vallows
a statistical treatment of the collected data. The objective of the investigation is to
search for regularities and causal relationships between constituent elements
‘(Hughes, 1990; Burrell and Morgan, 1994). In general, the role of scientific research
is to test theories and to provide material data for the development of universal laws
- (Guba, 1990). The cycle of enquiry of a positivist involves a deductive approach,
making inferences, using statistical techniques, and making predictions (Wass and

Wells, 1994). Input from the researcher remains at a minimum with regard to data

1° While other paradigms attempt to understand or explain the social constructs, critical theory leans more
towards critiquing and effecting change in societies, including its institutions. Marcuse (1964, cf. Ogbor, 2001)
postulated that critical theory "strives to define the irrational character of the established rationality and to define
the tendencies which cause this rationality to generate its own transformation (p. 227)."
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analysis as well as the interpretation of results (Guba and Lincoln, 1994; Hussey and
Hussey, 1997). As such, the positivist paradigm is characterised by being
quantitative, .objective, outcome-orientated, and seeks the causes of social

phenomena without advocating subjective interpretation (Reichardt and Cook, 1979).

2.2.2 Constructivist paradigm

Constructivism is the extreme contradiction of positivism. Constructivists believe
reality to be socially constructed, and only knowable from multiple and subjective
points of view. The knower and the known are seen as inseparable. Generally,
inductive logic-and qualitative methods are employed with the goal of understanding
a particular phenomenon within its social context (Rocco et al., 2003). Constructivism
is increasingly being adopted by researchers in the social sciences following the
critique of positivism for being inappropriate to the study of social phenomena due to
the stripbing of variables from their natural context, and the exclusion of the
discovery processes (Morgan, 1983; Guba and Lincoln, 1994). The unrealistic
assumption of complete independence further extends the list of criticisms of
positivism (Ryan et al., 1992). Constructivists hold the belief that ‘value freedom’
cannot be assured; and the ability to manipulate human systems in the same manner
as in biological experiments is impossible (Layder, 1994). Reality, from the

constructivist point of view, cannot be measured through observed behaviour

‘structures, let alone through statistical analysis. Instead, reality may be understood

only at the individual level, and'only patterns may be identified ' (Morgan and
Smircich, 1980). The ontological assumption of a constructivist is that no real world
exists outside of the consciousness of the observer, which means that reality is
purely subjective (Patton, 1990; Wass and Wells, 1994). The epistemological
assumption of a constructivist is that the observer is part of what is under
observation. This means that it is impossible to be completely objective, or an

independent observer, according to the constructivist position (Easterby-Smith et al.,
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1991). The goal of the researcher is to understand a particular phenomenon within its
social -context. As such, constructivism is characterised by being qualitative,
subjectiVe, process-orientated, and concerned with understanding human behaviour

from the actor’s point of view (Reichardt and Cook, 1979).

2.2.3 Realist paradigm
Realism emerged with a realisation of the difficulty of eliminating bias in research.
This paradigm occupies the middle spot of the two extreme positions — positivism
and constructivism — in social science research. A realism paradigm was adopted
following the critique that a positivist paradigm leads to purely quantitative research,
which tends to be less helpful through its oversimplification of causal relationships.
Realists contended that positivism provides only a portion of reality. This is because
_it is impossible for the observer to perceive the social world absolutely objectively;
hence no form of science should exclusively rely on empirical evidence (Bashkar,
1978). Similarly, a constructivist paradigm is argued to have resulted in a purely
qualitative research that tends to be less helpful through its selectivity in reporting
(Rocco et al.,, 2003). The combination of these two paradigms — positivist and
constructivist — prdvides realists with a powerful way of gaining greater insights into
complex social phenomena (Jick, 1979; Miles and Huberman, 1994). The
combination of these two extreme positions of paradigm in the social sciences is
“argued to enrich and complement one another (Saunders et al., 2003). As a result,
the approach to research is flexible and allows the researcher to explore in greater
depth, and with greater insight. Saunders et al. (2003) suggested two major
advantages from employing muiti-methods in the same study. First, different methods
may be employed for different purposes. Second, the data can be triangulated
without being confined to a specific research method. This flexibility results in more

options when dealing with the data used to ekplain social phenomena.
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The epistemological assumption of a realist is that it is impossible for the researcher
to ignore his own beliefs while conducting social research. This includes no
interference or alteration in any way with the subject that is under observation. A
realism paradigm ié characterised by the use of multi-methods (Patton, 1990; Miles
and Huberman, 1994; Wass and Wells, 1994; Denzin et al., 2000; Bryman and Bell,
2003), and contains elements of both qualitative and quantitative approaches
(Reichardt and Cook, 1979; Howe, 1988; Brewer and Hunter, 1989; Patton, 1990;
Miles and Huberman, 1994). Consequently, the multi-methods research approach is
viewed as stronger in that it allows a comprehensive understanding of human
phenomena (Rocco et al.,, 2003). Also, a realist paradigm offers some flexibility
where research design and implementation decisions are made according to which
methods best meet the practical demands of a particular inquiry (Patton, 1988).
Discussions among multi-methods researchers generally concern the ‘best use’
techhiques and procedures for specific research problems. There is a possibility that
the researcher holds no a priori commitment to using multi-methods; all are
compatible and potentially useful. Mixing may occur in a particular study if the
researcher decides it will help make the data collection and analysis more accurate,
or the inferences }more useful (Tashakkori and Teddlie, 1998). As Denzin (1989,

p.307) suggested,

“By combining multiple observers, theories, methods, and data sources,
[researchers] can hope to overcome the intrinsic bias that comes from
single-method, single-observer, and single theory studies”.

2.3 The research approach of the current study
A review of the literature on impression management in the field of accounting
suggests that researchers adopted a positivism paradigm. Related to this, previous

researchers examined the secondaw data in the form of texts and graphs in annual
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reports and 'made inferences from the results of statistical analyses to explain the
social phenomenon (see, for example, Johnson et al., 1980; Beattie and Jones,
1992, 1993, 1997, 1999, 2001; Curtis, 1997; Smith and Tafﬂer; 2000; Frownfelter-
Lohrke and Fulkersc;n, 2001; Clatworthy and Jones, 2003). Based on this, the current
study also aqopts a positivist research paradigm that involved the use of quantitative
methods. Obviously, a constructivist paradigm cannot be adopted because the
potential use of statistical inferences contradicts the methodological approach of a
constructivist research paradigm. Meanwhile, a time limitation due to having to deal
“with an enormous amount of data prevented this study from adopting a multi-method

research approach.

2.4 Theories on information disclosure

The adoption of a positivist paradigm requires an explanation in the form of a theory
to explain the social phenomena. This study has identified five related theories that
can be used to explain the social phenomena of corporate information disclosure.
These theories are Agency Theory, Stakeholder Theory, Legitimacy Theory,

Signalling Theory, and Impression Management.

2.4.1 Agency Theory

The domain of Agency Theory is the relationships between two.actbrs, namely the
principal and an agent. Generally, Agency Theory is concerned with the principal-
agent problem in the separation of ownership and control of a company (Jensen and
Meckling, 1976). The principal, who is the owner of the company hires an agent to
act on the principal’s behalf in managing the company. As such, the principal expects
the agent to pursue the interests of the principal. By contrast, an agent, being the
person who exerts power, seeks their own interests rather than pursuing those of the
principal (Husted, 2007). This situation, where an agent acts self-interestedly, results

in a conflict, referred to as an ‘agency problem’ (Morris, 1987). In addition to having
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different goals, the principal cannot determine if the agent has behaved in
accordance to their expectations. This is because only the agent has full access to
private information, while the principal has no access to information privately held by
the agent. In other ;Arords, the principal is the uninformed party and the agent is the

informed party (Rasmusen, 1994).

Agency problems incur agency costs. In terms of resources, the external parties may
value the company below its fair value if they perceived that the management (agent)
is not pursuing the shareholders’ (principal’s) interests. The agency problem can
possibly be diminished if both parties share the same information despite differing
interests, which means that each party can make decisions based on the available
information. Thus, equal access to information allows the parties involved to take
appropriate measures to protect their interests. Also, another solution is for agents to
align their interests to coincide with the interests of the principals, and vice-versa. But
rather than aligning interests, the solution to ethical problems resulting from
asymmetric informatisn access is for the agent to disclose privately-held information
(Husted, 2007). The principals, by having privately-held information at their disposal,
are able to monitor the agent. Monitoring would make it less possible for agents to
hide the consequences of their actions, or avoid being scrutinised by the principal
(O'Connell et al., 2005). Although an agent may appear to disclose all privately-held
information, there is a possibility that the information that they presented is biased.
Related to this, Ng (1978) argued that this seemingly biased information is partially
corrected by the auditor, so much so that auditing serves to limit the bias in a report

produced by the agent.

2.4.2 Stakeholder Theory
Stakeholder Theory posits that companies have a responsibility to those who have

vested interests in company performance, and to those who are direbtly affected by
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the company's actions (Evan and Freeman, 1983; Freeman, 1984). Related to this,
stakeholders are defined as ‘all of those groups and individuals that can affect, or are
affected by, the accomplishment of organisational purpose’ (Freeman, 1984: p.25).
The theory sﬁggeéts that managers are responsible for identifying the strategic
issues that affect each stakeholder, and to understanding how to set up, implement
and monitor strategies for dealing with that stakeholder group. In the same light,
Sternberg (1997) commented that ‘stakeholder’ serves as a convenient label for the
various groups and individuals that organisations need to take into account when
pursuing their business obiectives. Related to Stakeholder Theory, Sternberg (1997,
p.4) commented that,
- “...business should be run not for the financial benefits of their owners, but
for the benefit of all their stakeholders. It is an essential tenet of
Stakeholder Theory that organisations are accountable to all their
stakeholders, and that the proper objective of management is to balance
stakeholders’ competing interest ’.
Freeman (1984) contended, in the event that the company’s actions affect the
economic well being of a particular stakeholder, when that stakeholder has an
influence in the marketplace, a potential economic effect may result where the
profitability or stock price of the company is affected. Turnbull (1997) argued that the
distribution of information through various channels creates a division of power with
checks and balances to manage conflicts of interest. Organisations must be
responsive to the competing demands of those who hold a stake in the organisation
by providing adequate information to enable stakeholders to assess the overall
performance of the company. Related to this, Kothari (2000) posited that because
managers and company directors are not large stockholders, they represent
management without large ownership and thus create a demand for timely disclosure

in order to monitor management, and reduce the inforrhation asymmetry gap.

/
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2.4.3 Legitimacy Theory

Legitimacy Theory begins with the assumption that a company has no inherent right
to exist (Magness, 2006). That said, the public and society at large, confer the right to
exist only if a comﬁany meets their expectations as to how its operations should be
conducted (Herremans et al., 1999). Legitimacy is mainly about perceptions where a
company must ensure that its activities act_ually are, or are perceived as being, in
accordance with the values and norms of society, in order for it to survive
(Herremans et al., 1999; Aerts and Cormier, 2008). Legitimacy, according to
Zimmerman and Zeitz (2002, p. 418), is ‘a social judgement of appropriateness,
acceptance and desirability’. When a company behaves in accordance with the
expectations of society, then the company will enjoy loyal support from that society,
thereby confirming its continued existence. This means that companies that meet the
expectations of the relevant public and society at large will be allowed to exist and
have rights (Herremans et al., 1999; Williamson and Lynch-Wood, 2008). However, if
the actual or perceived behaviour of the company is not in accordance with social
values and norms, vis-a-vis perceptions, a breach of implied contract exists, and a
legitimacy gap may develop. Failure by the company to close a legitimacy gap may
result in the withdréwal of its legitimacy by certain quarters of the society (Campbell,
Craven, and Shrives, 2003). In other words, a company may risk having the support

of the society being withdrawn.

It is necessary for the company to take appropriate measures to close the legitimacy
gap. A solution to this is for the company to make available the relevant information
so that the society is able to determine whether a company is fulfilling its social
contract (Wiliamson and Lynch-Wood, 2008). This is because legitimacy
management relies heavily on communication between the organisation and its
audiences (Ginzel et al, 1992; Elsbach, 1994). Companies use various

communication instruments to communicate their legitimacy, including, inter alia,
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advertisemehts, official website, annual reports, sustainability reports, environmental
reports, and corporate social responsibility reports. Apart from reducing the
legitimacy gap, these communication instruments provide the companies with an
opportunity to engaée in an environmental debate by presenting their own side of the

story.

Legitimacy Theory.is argued to concentrate on social and environmental disclosure
- (Campbell, 2000; Deegan, 2002; Magness, 2006; Merkl-Davies and Brennan, 2007).
EnVironmentaI reporting is an essential element of legitimacy, for it develops faith in a
company’'s good. character. By disclosing environmental information, companies
indirectly send a signal that their operations are in compliance with the society’s
environmental expectations, hence legitimising their actions. As Cho and Patten
(2007) contended, companies seeking to gain or maintain legitimacy have an
incentive to use communication strategies, including corporate disclosures,
potentially to influence societal perceptions. By disclosing the relevant information,
external parties’ perceptions of the company as a whole are aligned accordingly, and
the company may then enjoy continued support from external parties as a

consequence of a reduced in legitimacy gap.

2.4.4 Signalling Theory

Signalling Theory was originally developed to explain problems of information
asymmetry (Morris, 1987). The theory provides an explanation of why companies
have an incentive to make voluntary disclosure. Companies compete against each
other to secure resources from the capital market, and voluntary disclosure offers
additional exposure of the company to participants in the capital market. This
subsequently reduces the company’s capital costs because there is less uncertainty
about companies that report extensively and reliably, hence less investment risk, and

a lower required rate of return (Wolk et al., 2001; p. 102). This means that the ability
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of companieé to raise capital is improved if the companies have a good reputation
related to their corporate reporting. As a result, such companies are able to compete
successfully in the market for risk capital (Holthausen and Leftwich, 1983). In the
case where the infoEmation is not released to the external parties, the external parties
will value the company on a par with other similar companies in the market.
Companies, whose fair values are higher than the average, incur an opportunity loss
because these companies could have been valued more highly if participants in the
capital market had known_ about their competitiveness and superiority. By contrast,
companies with fair values that are lower than the average incur an opportunity gain.
Superior companies therefore have an incentive to report on their superiority, so that

their stock value increases.

Companies also have an incentive to report regularly in order to maintain continued
investor interest in the company. Companies that perform well have a strong
incentive to report their good performance. Also, competitive pressures would force
other companies to report, even if they did not have a good performance record.
Silence, where companies decide not to report, would be interpreted as bad news.
Companies with néither good nor bad news would be motivated to report their
performance in order to avoid being suépected of having a poor performance. This
would inevitably leave only companies with bad news not reporting. Nonetheless,
according to Signalling Theory, such a situation would force ‘bad news’ companies to

disclose their performance in order to maintain their credibility in the capital market.

The economic incentive to report (even bad news) is the core argument proposed by
Signalling Theory in explaining voluntary reporting. Essentially, this theory argues
that there is information asymmetry between the company and external parties when
insiders (the management) know more about the current and future prospects of a

company as compared to outsiders (investors). Due to this information asymmetry,
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interested outsiders will protect themselves (price protection) by offering a lower price
for the company. The value of the company may be increased if the company
voluntarily reports private information about its own credentials. This is because the
disclosure of such infon'nation reduces outsider uncertainty about the company's

future prospects.

2.4.5 Impression Management

Impression management is the field of study, within social psychology, that
“investigates how individuals present themselves to others in order to be perceived
favourably (Hooghiemstra, 2000). When it involves a company, the management has
incentives to present their company's performance, and indirectly their own
performance, in the best possible light. This exercise may lead towards ‘selective
information representation’ (Revsine, 1991). In terms of corporate reporting,
Clatworthy and Jones (2001, p. 311) regard impression management as ‘an attempt
to control énd manipulatek the impression conveyed to users of accounting
information’. Impression management is also asserted to have been employed in.
corporate environmental reporting (Elsbach, 1994; Neu et al., 1998; Hooghiemstra,
2000). This is bécause the absence of disclosure regulations relating to
environmental issues has resulted in companies providing only information that
contributes towards enhancing their favourable image (Williamson and Lynch-Wood,

2008)

Impression management, from the perspective of environmental reporting, may be
important for two reasons. First, environmental reporting, as a form of impression
management, can contribute to a company’s reputation. Related to this, companies
use impression management to maintain an appearance of acting in a way that is
consistent with societal values.’ By expressing commitment to the natural

environment, for instance, companies strive to create a positive value (Wilmhurst and




Frost, 2000;' Mine and Patten, 2002; O’Donovan, 2002), hence increasing the
company’s good reputation (Fombrun and Shanley, 1990). In the case where a
legitimacy gap exists, managers employ impression management to deal with
legitimacy threats \ (Elsbach, 1994; Eisbach and Kramer, 1996). Second,
environmental reporting as a form of impression management is used to legitimise a
company’s actions. It is assumed that when performance is good, managers will use
corporate reporting to celebrate their achievements in order to project favourable
images of the corporation, and thereby enhance the legitimacy with which its
activities are viewed (Gibbons et al., 1990; Patten, 1992; Arrington and Francis,
1993; Hopwood, 1996; Brown and Deegan, 1998; Buhr, 1998; Neu et al., 1998;
Deegan, 2002). In the case where companies demonstrate poor performance,
managers over-play good news, and under-play bad news, so much so that the good

news overshadowed the bad news.

There were seven impression management strategies examined in previous studies,
namely reading ease manipulation; rhetorical manipulation; thematic manipulation;
visual and structural manipulation; performance comparison; choice of performance
data; and the attribution of organisational outcomes (Merkl-Davies and Brennan,
2007). Merkl-Davies and Brennan (2007) argued that the first six strategies are used
for the concealment of information. Three out of these seven impression

management strategies are viewed as relevant to the current study. They are:
= Thematic manipulation

= Visual and structural manipulation

= Performance comparison
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2.4.5.1 Thematic manipulation

Thematic manipulation is an impression management strategy that emphasises on
positive words and themes (Merkl-Davis and Brennan, 2007). It is assumed that any
management using {his strategy is attempting to conceal the bad news, either by not
disclosing it, or disclosing it minimally so that it is eclipsed by the exaggerated good
news. This means that if management chooses to disclose information related to a
certain issue, then they will ensure that the number of incidents involving good news
outweighs the number of incidents involving bad news. By so doing, the management
attempts to portray the company in a.more favourable manner than is warranted by

the bare facts.

2.4.5.2 Visual and structural manipulation

Visual and structural manipulation involves the way in which information is presented.
When it concerns the former, management may use a variety of visual effects to
make a piece of information more appealing to the readers (Merkl-Davis and
Brennan, 2007). This includes highlighting to emphasise, increasing font size,
embolding text, and so on. The employment of visual effects for the information
presentation results in presentation enhancement (Beattie et al., 2008). This includes
the use of photographs to manage the perceptions of the viewers. Wilmshurst and
Frost (2000) suggested that there is a possibility that management use photographs
to impress readers, with their approach to operational issues. In this way,
management presents selective pictorial material to draw attention to specific topics.
Generally, positive images are treated favourably, while negative' images are treated
unfavourably. The management are aware of this general convention, and thus may
present selective photographs to convey their intended message to the readers in the

most appropriate and effective manner. That said, there is an element of creativity in

7

42




photography‘ where an image can be captured, and then presented it in such a way

that is perceived as favourable rather than unfavourable''.

Merkl-Davis and Brénnan (2007) contended that there is evidence suggesting that
companies manipulated visual and structural effects to emphasis good news.. In
relation to structural manipulation, Beattie and Jones (1992) contended that the
physical measurements of the presentation formats are designed not to be in diréct
proportion to the numerical values that they purport to represent. For example, a
measurement distortion involving a graph occurs when a graph’s axis is correctly
drawn, but they misrepresent the underlying data. Another example takes place
when using graphical devices such as a non-zero axis, or a broken axis, which
causes the rate of change in the trend to appear greater than is actually the case. In
addition, the presentation of a graph with a Graph Discrepancy Index (GDI) value of
less than -5 and more than +5 is viewed as violating the proper design and

construction of a graph, hence demonstrating an attempt at impression management.

2.4.5.3 Performance comparison

Performance comparisons involve Choosing benchmarks to boost the good
performance. Related to this, companies are assumed to introduce a positive bias by
choosing perforrnancé comparisons that enable them to portray their current
performance in the best possible light (Merki-Davis and Brennan, 2007). Related to
this, companies manipulate the performance comparison by selectively comparing
performance indicators against a base year to the extent that the performance for the
current year appears as favourable. The management is asserted to avoid making
any comparison in the case where current performance is regarded as poor as

compared to the previous year's performance. In the event where the performance is

" For example, a photograph of a group of men with the background of a clean environment is regafded as
favourable while a photograph of the very same group of men with the background of a filthy environment is
regarded as unfavourable.




good, then nianagement is asserted to stretch the comparison period to the extent

that thé performance for the current year is highly exaggerated.

2.5 Theoretical fran;ework adopted in the current study

The adoption of appropriate theories for the current study is critical to ensure that a
proper explanation be made on the issues under investigation as well as to guide the
researcher in the development of hypotheses. The focus of this study on the
influence of the differences in the nature and extent of presentation formats of
photographs, graphs, and tables, seems to coincide naturally with Impression
Management. This is because management has discretion in their reporting choice.
This means that the management is free to choose which presentation formats to use
to influence the impression of the readers. In this vein, Signalling Theory
complements Impression Management by communicating favourable signals to the
readers of annual reports and stand-alone reports (Ross, 1979). A signal, according
to Spence (1973, 1974), is an indicator displayed by one party to communicate to
others with the intention of producing effects in the receiver’'s beliefs, attitudes, or
behaviours. In the context of this study, there exists a potential Signal transmission,
via photographic iméges, as well as the number of graphs and tables, as presented
in those reports. Based on Signalling Theory, companies that report extensively may
reduce the uncertainty that the participants in the capital market have towards them,
hence reducing the companies’ capital costs. Another example involves the nature of
photographic presentations where images of men in photographs are asserted to
reflect power, rationality, emotional stability, aggressiveness, self-reliance, objectivity;
and vigour (Kuiper, 1988; Kolmar and Bartkowski, 2005), while photographs of
women stereotypically reflects emotional instability, followers, and dependence
(Frasher and Walker, 1972; Purcell and Stewart, 1990). Simply, this implies that

photographs differ in terms of what the images are reflecting on, which means that




management' may selectively pick the types of photograph that they viewed as

appropriate to convey their intended messages.

By contrast, Agency\ Theory, Stakeholder Theory and Legitimacy Theory appear to
be prima facie less appropriate in the context of presentation formats. Agency Theory
is primarily derived from economic theory and deals with the interests of agents and
principals. Agency Theory explains the usability of annual reports as a medium of
communication between the agent and the principal. Managers (the agent) use
annual reports to acknowledge to the shareholders (the principal) that they are
pursuing the interests of the principal rather than their own personal interests. As for
shareholders, the annual reports act as a device to monitor as well as to assess the
behaviour and performance of the managers, to ensure that they are pursuing the
interests of the shareholders, rather than their own interests, thus reducing agency
problems. As such, Agency Theory is argued to be more appropriate for disclosure
and financial issues. Stakeholder Theory widens Agency Theory for it takes into the
consideration the interests of the relevant and strategic publics. That said,
Stakeholder Theory is still primarily concerned with the disclosure of information that
might have an econbmic impact. Stakeholder Theory holds that it is the responsibility
of the company to ensure that the stakeholders are being adequately provided with
economic information, especially in the} areas where stakeholders have competing
interests. Finally, Legitimacy Theory is primarily concerned with the disclosure of
information about the manner in-which the operations of the companies are
conducted, and whether the society perceived these operations as being in
compliance with their expectations so that the companies can be allowed to continue
operational. Related to this, the companies disclose their social and environmental
information in order to demonstrate that the operations of the companies are in
compliance with the values and norms of the society. Also, the companies, via the

disclosure of this information, attempt to instil within society, faith in the companies’
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good character and thus should be allowed to exist and have rights. Legitimacy
Theory, therefore, appears to be primarily concerned with the disclosure, rather than,

the presentation of information.

Overall, Agency Theory, Stakeholder Theory, and Legitimacy Theory appear to focus
on the need to reduce the information asymmetry gap between the reporters and
related parties, internal or external, to the companies. Therefore, the adoption of
Agency Theory, Stakeholder Theory and Legitimacy Theory do not correspond with
the nature of this study, which focuses on the way the information is being presented
in the annual reports and stand-alone reports. In particular, this study examines the
comparative presentation formats of photographs, graphs, and tables between these
two different types of reports, produced by the same reporters, in terms of the
similarities and differences in their presentations. Also, this study examin:es the
presentation of photographs in annual reports and stand-alone reports, and graphs,
tables, and texts in stand-alone reports to determine the presence of impression
management. This means that the investigation of this study is limited to the
information presentation in the form of photographs, graphs, tables, and texts, rather
than the amount and detail of discretionary and voluntary information that the
companies are presenting. This also means that detail, adequateness, and
appropriateness of the regulatory and discretionary information per se, presented in
annual reports and stand-alone reports is beyond the scope of this study, hence the
inappropriate adoption of Agency- Theory, Stakeholder Theory, and Legitimacy

Theory. Therefore, this study adopts impression Management and Signalling Theory.

2.6 Summary
The philosophical aspects of social sciences research is important for it determines
the way the research is to be undertaken. There are three research paradigms —

positivism, constructivism, and realism — that have potential to be adopted in the -
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current study. For each and every paradigm, assumptions underpinning the research
approach are formulated. These assumptions include the nature of reality
(ontological assumptions), the role of the researcher (epistemological assumptions),
and the research pr‘ocess itself (methodological assumptions). The previous studies
on impfession management akin to the current study suggested that a positivist
paradigm is the appropriate research approach for the current study. The adoption of
positivism leads toward the employment of related theories in explaining the social
phenomena under investigatioh. There are five related theories on information
disclosure, namely, Agency Theory, Stakeholder Theory, Legitimacy Theory,
Signalling Theory and Impression Management. Agency Theory, Stakeholder
Theory, and Legitimacy Theory appear to focus on the information disclosure in an
attempt to reduce the information asymmetry gap between the reporters and related
parties, with direct or indirect effects on the companies. vThe nature of the current
study that focuses on the presentational aspects of the iﬁformation, suggested the
adoption of Signalling Theory and Impression Management. This study is based on
these two theories, and coupled with the literature review, the hypotheses for the
current study are developed in Chapter 3 infra. Also, these theories will be engaged

in the discussion related to the findings of this study in Chapter 8 infra.
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Chapter 3: Literature review & hypothesis

development

3.0 Introduction

Information disclosure is an important area of research in the field of accounting.
Information disclosure reduces the asymmetric information gap between the
company and its shareholders as well as other stakeholders. Empirical studies under
the rubric of informatidn disclosure, according to Ball and Foster (1982), are
classified into four main categories: (1) disclosure content, (2) disclosure indexes, (3).
timing of disclosure, and (4) responses to questionnaires or interviews related to
corporate disclosure. This study falls under the category of disclosure content. That
said, previous studies akin to the current study are reviewed and discussed in an
attempt to establish a foundation for the current study and also to guide in the
development of hypotheses'. It is pertinent to note that previous studies have
focused mostly on annual reports as compared to any other corporate ofﬁciali

documents.

The remainder of this chapter is structured as follows. The following section, Section
‘3.1 presents a review of the literature related to the length of annual reports. The
next section, Section 3.2, highlights some prior studies that invsstigated the
information presentation formats. Then, Section 3.3 presents a review of literature on
the influence of company characteristics on information disclosure, and Section 3.4,
presents previous studies on impression management. The last section, Section 3.5

is a summary that concludes this chapter.

12|n this study, all hypotheses are stated in the alternate form.
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3.1 The length of reports

Very few studies documehted the changes in the length of annual reports of UK listed
companies (Lee, 1994, Daviéon and Skerratt, 2007; and Beattie et al., 2008 are the
notable exceptién). \Lee (1994) examined the overall content of annual reports
produced by companies: in the UK. He conducted a longitudinal study to investigate
changes in the annual reports of 25 large UK industrial companies between 1965 and
1988. He reported that the number of pages for annual reports increased from an

average of 26 pages in 1965, to 54 pages in 1988.

Davison and Skerratt (2007) examined the contents of 165 reporting documents for
2002 produced by all UK FTSE 100 companies'. Among others, they looked at the
regulatory and the discretionary information pages of the annual reports. They also
compared their findings against the findings reported in Lee (1994). They reported
that the average number of pageé for annual reports was 90. The minimum and
maximum number of pages for annual reports according to them was 48 and 200,
respéctively. The increase in the number of pages for annual reports, they
contended, was mostly due to an increase in both the regulatory pages and the
discretionary pagés‘. They reported that the average number of regulatory pages had
increased from 15 in 1965, to 66 pages in 2002, while for discretionary pages, the
average number of pages were reported to have increased from 11 in 1965, to 24

pages in 2002.

Beattie et al. (2008) conducted a longitudinal study that examined the changes in
structural and presentational formats of annual reports of UK listed companies from
1965 to 2004. They employed the findings of Lee (1994), and the availability of an

archive of corporate reports from 1989-1990 in addition to a new data collected from

/

13 35 companies produced only annual reports while 65 companies produced both annuat reports and annual
reviews. T
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2003-2004 reports. The new data added in their study was collected from the annual
reports of 94 companies. They then compared the findings over the years at these
three different poinfs in time (1965, 1989, and 2004). Overall, they reported a sharp
increase in the nl.;mber of report pages, voluntary information, and narrative
infprmaﬁon, particularly among large listed companies. They also reported that the
average number of annual reports pages had increased from 26 in 1965, fo 75 pages

in 2004.

Overall, previous studies reported an increase in the number of annual report pages
over time. Related to this, Davison and Skerratt (2007) argued that the increase in
the number of annual report pages over time is largely due to the increase in
regulatory disclosure.  Indeed, thié disclosure is regulated in order to protect
sharehoiders’ interests against the gross misdemeanours of companies, as
demonstrated in cases related to the collapse of several large companies around the
world that include inter alia, Enron, Pharmalat, and WorldCom. As such, the increase
in the number of annual report pages is viewed to predominate. From the perspective.
of Signalling Theory, the increase in. the number of annual reports pages is a
reflection of the exténsive reporting regime that the companies are practicing in an
atterﬁpt at giving additional exposures to participants in the capital market about the
company. Others, however, may view this as a signal of the COmpanies’ superiority

over their business counterparts.

Similarly, the number of stand-alone report pages is expected to be on an increasing
trend, in line with the increase in environmental awareness over the vyears.
Interpreted through the lens of Signalling Theory, companies are providing some
additional information to complement the information contained in the annual reports.
This information, as earlier stated; offers additional exposure of the companies to

participants in the capital market. The companies also, by presenting the social and
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environmental information, are sending out signals of their willingness to do their part
in improving the general life and well being of society and other stakeholders. No
prior study has documented the changés in the number of stand-alone report pages-
over time. Meanwhil;e, the latest information relating to the mean number of annual
report pages is only up to year 2004, as reported in Beattie et al.. (2008). Indeed,
annual reporté contain regulatory and voluntary information whereas stand-alone
reports contain only voluntary information. As such, it is expected that the number of
annual report pages will be more than that for the stand-alone reports. Thus, the

related hypotheses to be tested in this study are as follows:

Hi;s— The number of annual report pages increases over time
Hi;,— The number of stand-alone report pages increases over time
H;.— Overall, the number of pages is more in annual reports than in stand-alone

reports

3.2 Information presentation formats
Information may be presented in various forms. That said, the literature review in the
context of this study, is cbnﬁned to photographs, graphs and tables, being the

preéentation formats central to the current study.

3.2.1 Photographs in reports

There are a limited number of studies that explore photographic presentations in
corporate annual reports around the globe. Lee (1994), Davison and Skerratt (2007),
Beattie et al. (2008), and Campbell et al. (2009) represent limited studies on
photographs in }the annual reports of UK companies. Meanwhile, Kuiper (1988),
David (2001), Bernardi et al. (2002), Benschop and Meihuizen (2002), Bernardi et al.
(2005), and De Groot et al. (2006) are among the few studies on photographs

conducted in other parts of the globe.
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Lee (1994) examined the characteristics of annual reports of 25 large UK industrial .
companies between 1965 and 1988. Among other things, he examined the pictorial
materials in annual reports. He reported that the mean number of pages occupied by

photographs had increase from 3 in 1965, to 10 pages in 1988.

Davison and Skerratt (2007) examined the contents of 165 reporting documents
produced in 2002 by‘ all UK FTSE 100 companies. They reported that the space
occupied by photographs was 10 pages on average. They compared their findings
with those of Lee (1994) and suggested that there were no changes in the average
number of report pages occupiéd by photographs over time. They also reported that

the words and pictures had occupied an average of 52% of report spaces.

Beattie et al. (2008) conducted a longitudinal study to examine the structural and
format changes in annual re'port’s of UK listed companies from 1965 to 2004.
Photographs were among the items that they examined. They compared their
findings on photograph presentation formats with the findings. of Lee (1994). They
reported that the average number of report pages occupied by photographs had
decreased from 10 in 1988, to only 6 pages in 2004. However, the number of
photographs in annual reports of UK companies on average is reported to have

increased from 3 in 1965, to 6 photographs in 2004.

Campbell et al. (2009) examined human representation in the annual reports of 14
top UK FTSE 100 companies for a 15-year period from 1989-2003, inclusive. They
reported a significant increase in human representations, in the form of human faces.
Although they presented a line graph to show the increase in the trend of photograph
presentations involving human faces, the actual number of photographs involved was
not stated. Meanwhile, studies on photograph presentation formats in the annual

reports of non-UK companies appear to be more comprehensive. Apart from
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examining the number of photographs presented in annual reports, those related

studies also analysed the content of photographs in more detail.

Kuiper (1988) exam}ned the gender bias in corporate annual reports for 1985 of 50
companies that were randomly selected from the 1983 Fortune 500. She reported the
existence of unequal representation of males and females in corporate annual
reports, where males were represented 35% more than their actual presence in the
labour force, while females were represented 25% less than their presence in the

labour force.

David (2001) analysed photographs _in the annual reports of General Electric and
Microsoft. She reported that the annual reports of General Electric rely heavily on
photographs, and that these photographs are carefully selected, posed, and cropped
to emphasise the serenity of the work lqcations. She also reported that the annual
reports of Microsoft combine stylish graphics with photographs to produce artful

designs that illustrate the integration of the technological environment with people.

Bernardi et al. (2002) examined the gender mix of boards of directors’ photographs in
the annual reports of 472 Fortune 500 companies for the year 2000. They reported
that the annual reports produced by 130 of these companies contained pictures of
their boards of directors, while 342 companies did not. They reported that the
companies presenting photographs‘of their board of directors had significantly more
female directors than the companies that_ did not present photographs of their board

of directors.

Benschop and Meihuizen (2002) studied the representation of gender in annual
kreports of 30 companies listed on the Amsterdam Stock Exchange for 1997. They

- reported that a total of 518 photographs of people were presented in only 25 annual
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reports. Further, they reported that out of 71% of pictures depicting only men, 61% of
these pictures portrayed men individually, and out of 15% of the pictures solely
depicting women, only 50% of these featured women individually. They therefore
concluded that comp;anies, in general, favour pictures of men, and are reluctant to
show more than one woman photographed individually. Also, men, according to
them, have a higher probability of being portrayed in their job environments, in their
offices, factories, or construction sites, whereas women are relatively more frequently
shown in other locations - at home, outdoors, in shops and grocery stores, or with

their families.

Bernardi et al. (2005) surveyed diversity differences in the annual reports of Fortune
500 companies in 2001 that provided, or did not provide, pictures of their boards of
directors in their annual reports of the previous year. The 52 corporatioqs that
responded to their survey included pictures of their board somewhere within their
annual reports. Another 103 corporations did not include pictures of their boards in
their annual reports. They then compared the average percentage of ethnic minority
directors between the group of 52 responding corporations and the group of 103
responding corporafions and reported a significant increase in the presence of ethnic

minorities when pictures of board members are included in annual reports.

In a slightly different approachi to photograph study, De Groot et al. (2006) compared
the types of photographs presented among companies of various. nationalities.
Specifically, they compared the findings from the content analysis of textual and
pictorial themes of Dutch-English CEO statements, British CEO statements, and the
British Company Chairman’s statements in annual reports of 44 Dutch and UK
companies. They established a total of 97 textual themes, and 15 of these themes
are reported to occur prominently fécross those three types of statements. Similarly,

they established a total of 23 photographic themes. They reported that the themes
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were centred on specific company-related items, i.e. members of management,

employees, and the workplace.

Overall, the number c;f photographs in annual reports of UK companies over time has
been reported to be increasing’. Related to this, Preston et al. (1996) argued that
visual images are integral elements in aﬁnual reports. Since the number of annual
report pages is expected to increase'’, there is a possibility that photographs will
| occupy some of these ‘new report spaces’. After all, the inclusion of photographs is
able to transform annual reports from dull reading material into colourful marketing
and public relations documents (Beattie et al., 2008). The same phenomenon is
expected to involve the stand-alone reports. Stand-alone reports are voluntary in
nature, which means that there are no standard guidelines as to how the reports
have to be presented. As the old adage goes, a photograph is worth a thousand
words. Consistent with Signalling Theory, companies are able to promote the image
that they want to portray via photograph presentations. Thus, related hypotheses to

be tested in this study are as follows:

H.,— The number of photographs in annual reports increases over time

Ha., — The number of photographs in stand-alone reports increases over time

Annual reports are mandatory in nature, which means that companies are required
by the law to produce these reports, failing which, action will be taken against the
defaulting companies by the respective regulatory agency. Although voluntary
disclosure in annual reports is allowed, their inclusion in these reports was given

lower priority as compared to the compulsory information that the companies need to

' This is based on findings from previous studies by Lee (1994) and Beattie et al. (2008). In these studies, the
average number of photographs are reported to increase, albeit, with a decrease in the number of pages occupied
by photographs.

15 Refer to hypothesis Hi1a.
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disclose. In other words, the presentation of voluntary information in the ‘annual
reports comes into frame bonlly‘.af'ter the cofnpénieé had fuiﬁlled tHe requirement for
the regulatory information presentation. By contrast, stand-alone reports are
voluntary in nature a;ad their preparation is at the full discretion of the management.
There is no compulsory guideline that companies need to follow in the preparation of
the report, which means that their preparation is more flexible as conipared to the
preparation of annual reports. Consistent with Signalling Theory, companies are
expected to utilise to the utmost the discretionary aspect in report preparation by
presenting more photographs in the stand-alone reports in an attempt to highlight the
specific image that they intended to portray™. In addition, size of the photographs is
expected to be enhanced to attract the attention of the readers. Indeed, a larger,
rather than smaller, size photograph produces a considerable impact on the readers
as image detail in a photograph becomes more noticeable. Thus, related hypotheses

to be tested in this study are as follows:

Hs;— Overall, there are more photographs in stand-alone reports than in annual
reports
H~  Overall, the size of photographs is larger in stand-alone reports than in annual

reports

Companies include the auditors’ certificate in their annual reports to convince the
readers of the truthfulness of information that they presented. Similarly, companies
are also expected to preéent portrait photographs as a signal of the truthfulness of
information that is being presented. This is because portrait photographs are argued
to be associated with the information truthfulness (Graves et al., 1996; Buchanan,
2001). Comparatively speaking, theré are morevfacts and figures in annual reports

than in stand-alone reports. On the’other hand, companies generally use stand-alone

16 For example, a photograph of the big headquarters building portrays the superiority of the company.
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reports to disclose additional information about their other information, including inter-
alié, social and environmental information. As such, the presentation of porfrait
photographs in annual reports, rather than stand-alone reports, is expected. A related

hypothesis to be tested in this study is as follows:

Hs— Overall, there are more portrait photographs in annual reports than in stand-

alone reports

The management is reported to favour the presentation of photographs of men rather
than photographs of women. By presenting photographs of men, the management
atterﬁpts to sénd a signal of their capability in managing the company. Men in
photographs are argued to reflect power, rationality, emotional stability,
aggressiVéness, self-reliance, objectivity, and vigour (Kuiper, 1988; Kolmar and
Bartkowski, 2005), while women in photographs stereotypically reflect emotional
instability, - followers, and dependence (Frasher and Walker, 1972; Purcell and

Stewart, 1990). Thus, related hypotheses to be tested in this study are as follows:

Hsa— There are more photographs of men than women in annual reports

He, —  There are more photdgraphs of men than women in stand-alone reports

3.2.2 Graphs

There are a substantial number of studies on the presentational aspects of graphs in
annual reports around the globe. However, studies on graphs in reports other than
annual reports are found to be lacking, let alone studies that compare the number of

graphs, as between annual reports and stand-alone reports.

In the UK, Beattie and  Jones (1992) investigated the use and abuse of graphs in

annual reports in a sample ‘of 240 large UK companies for the year ended 1989.
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They reported that 79% of these companies us_ed graphs. The mean number of
graphg in the annu’al repprts of graph-using company was 7.5. Meanwhile, Green et
al. (1992) carﬁed outa study in Ireland using 117 semi-state sector and public limited
companies’ annual réports. They reported that only 54% of the companies included
graphs in their annual reports, and that the mean number of graphs per graph-using

company was 8.0.

In the US, Johnson et al. (1980) randomly selected 50 US corporate annual reports
from the Fdrtune 500 in 1977 and 1978. They reported that the total number of
graphs in these 50 annual reports as 423, or an average of 8.5 graphs per annual
report. Aiso in the US, Steinbart (1989) conducted a study of 319 Fortune 500 annual
reports for 1986. He reported that 79% of the companies used graphs in their annual

reports, and the mean number of graphs per graph-using company was 10.0. ‘

In Canada, CICA (1993) surveyed 200 Canadian companies’ annual reports for
1991. 83% of these companies are reported to have presented graphs, and the mean
number of graphs per graph-using company was 10.1. In Australia, Mather et al.
(1996) analysed the annual reports of 143 top-listed Australian Companies and 44
not-for-profit entities for 1991-1992. They reported that 83% of these companies

used graphs in their annual reports.

In a non-western context, Courtis (1997) conducted a study on graph preéentations
in the Asian region by using two different samples of Hong Kong companies. The first
sample comprised 364 listed companies on the Hong Kong Stock Exchange (HKSE)
from 1992 to 1993. The second sample comprised 327 listed companies on the
HKSE from 1994 to 1995. He reported that only 38% of the companies in the first

sample included graphs in their annual reports, and the mean number of graphs per
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graph-using company is 5.3. For the second sample, only 35% of the companies

presented graphs with a mean number of graphs per graph-using compahy of 4.98.

In perhaps the first éver inter-country study of graphical presentations, Beattie and
Jones (1997) cohpared the graph reporting practices of 176 leading US and UK
industrial companies’ annual reports for 1990. They reported that 92% of US
companies used graphs comparéd with 80% of UK companies. As for the mean
number of graphs per graph-using company, the values were reported to be 14.2,

and 9.7 for the US and the UK, respectively.

Two years later (1999), Beattie and Jones conducted a study on the uses and
abuses of graphs among the corporate annual reports of the top 100 companies
listed on the Australian Stock Exchange in 1991 (Beattie and Jones, 1999). They
reported that 89% of the companies used graphs and the mean number of graphs

per graph-using company was 10.5.

Frownfelter-Lohrke and Fulkerson (2001) compared the relative incidence and
measurement distorfion of graphs contained in a matched sample of 270 annual
reports from 74 US and non-US companies listed on two major US stock exchanges.
They reported that both the US and non-US companies relied heavily on graph
presentations, an.d the annual reports of non-US companies contained a significantly
higher number of graph presentations. The non-US reports had on average 9.36

graphs as compared to 7.46 graphs for the US companies.

Beattie and Jones (2001) conducted a study on the use of graph presentations in
corporate annual reports at the international level. They examined 300 annual reports
from 6 developed countries i.e. 'US, UK, Australia, France, Germany, and the

Netherlands (50 companies from each country). They reported that across the six
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_countries, 88% of the companies that they examined included graphs in t_heir annual
repdrts. The incidence of the use of graphs (any financial or non-financial variables)
in the annual reports for each country was consistently very high, ranging from 92%
of companies in Au‘stralia to 82% in the UK: the three countries with the highest
percentége of companies using graphs were Australia (92%), the Netherlands (90%),
and the US (90%). The mean number of graphs per graph-using company for each of
these countries was 9.8 for the US, 6.3 (UK), 9.7 (Australia), 12.5 (France), 8.1

(German), and 7.2 (the Netherlands).

In their recent study, Beattie et al. (2008) examined graphs presented in annual
reports of large UK listed companies from 1965 to 2004. Albeit a declining trend in
the number of key financial graphs was observed, they reported that the average

number of graphs increased from 5.9 in 1989 to 6.9 in 2004.

Graphs are posited to aid investors in making investment decisions for they allow the
evaluation of information on multiple attributes (Lurie and Mason, 2007). In that vein, .
graphs are expected to be employed not only in annual reports but also in stand-
alone reports. Nonefheless, the increase in the number of graphs reported in Beattie
et al. (2008) was not substantial. Davison and Skerratt (2007), who examined detail
contents -of 165 reporting documents produced in 2002 by all the UK FTSE 100
companies, reported that graphs only occupied 7% of the report spaces. Based on
these findings, no substantial increase in the number of | graphs over time is

expected. Thus, related hypotheses to be tested in this study are as follows:
H;, - There is no difference in the number of graphs in annual reports over time

Hz ~ There is no difference in the number of graphs in stand-alone reports over

time , ’
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Hzc— Overall, there is no difference in the number of graphs between annual

‘reports and stand-alone reports.

3.2.3 Tables

There is no study prior to this study that examined the number of tables in annual
reports, or in stand-alone reports, hence a gap exists in the related literature. The
usefuiness of tables in aiding reéders to understand the data is reported in Benbasat
and Dexter (1986). In their -study, Benbasat and Dexter (1986) conducted a
laboratory experiment to assess the influence of colour and information
presentations, differences in colour and information presentations, and differences in
user perceptions énd decision-making, under varying time constraints. They
evaluated three different information presentations that included tables, graphs, and
combined tables-graphs. The subjects were 58 MBA students, 5 undergraduates,
and 2 business school doctoral students. When given a reasonable amount of time to
solve a problem, the performance of the subjects was reported to be based on the
information presentation format used. The use of tables, and combined tables-
graphs, were better in aiding decision-making than graphs alone, while the use of
combined tables—gfaphs was found to be better than tables alone. In terms of
ranking, combined tables-graphs occupied the first position. The second position, in
the ranking of performance of the subjects, was tables, while graphs occupied the

third position.

The main purpose of annual reports is to communicate the information related to the
performance of the company while the purpose of stand-alone reports is to
complement the annual reports by providing additional information to assist
shareholders and other stakeholder into making informed investment decisions.
Comparatively speaking, annual reports disclose more figures than stand-alone

reports. Tables are a more practical presentation mechanism for presenting data in
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figures in an orderly manner, ahd/or to summarise figures (Stephen and Hornby,
1995). Thus, more, rather than fewer, tables are to be expected in annual reports. An
increase in the number of tables in annual reports is also expected due to the
increase in regulatc;ry disclosure (Davison and Skerratt, 2007). That said, the
increase in the nuhber of tables is expected to spill over into the stand-alone reports
resulting frorﬁ, in{er alia, changes in business management practices during the past
few decades (Beattie et al., 2008). Thus, related hypotheses to be tested in this study

are as follows:

Hg, — The number of tables in annual reports increases over time.
Hg, — The number of tables in stand-alone reports increases over time.

Hg. — Overall, there are more tables in annual reports than in stand-alone reports.

3.3 The influence of company characteristics on information disclosure.

This study examines the influence of company characteristics on the length of annual

reports and stand-alone reports as well as the number of photographs, graphs and

tables in these two reports. Those company characteristics are size, performance,
business activity and listing status’”. In the previous studies, the first three
characteristics — size, performance, and business activity — are reported to have
influenced the varibus aspects of information disclosure. The influence of size was
reported, inter alia, in Grey et al. (1995), Brammer and Pavelin (2006, 2008), and
Murray and Gray (2006). The influence of performance was reported in Sydserff and
Weetman (2002), Al-Tuwaijri et al. (2004), Murray and Gray (2006), and Fortanier
and.KoIk (2007), while the influence of business activity was examined in Hughes et

al. (2000, 2001), Patten (2002), and Cho and Patten (2007).

s

17 This refers to whether the company is listed or not listed on the FTSE4Good Index
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There has béen no documentation of prior studies that aﬁalysed the influence of
listing status on the corporate reporting behaviour. In the wake of the environmental
awareness, the FTSE4Good share index is viewed as an appropriate indicator for
categorising repofts L)ased on the sensitivity of these companies’ business activities
towards the natural environment. This knowledge will indeed allow a better

understanding on the reporting behaviour of the respective companies.

3.3.1 Size

Gray et al. (1995b) examined two different samples of annual reports of UK
companies from 1979-1991 inclusive. The first sample (relating to 1979-1991) is a
haphazard sample that includes a wide range of companies by size; The second
sample (1988-1991) concentrated exclusively on the UK’s 100 largest companies.
Details of the disclosure were only collected from 1988 onwards, primarily for their
second sample. Generally, they reported to have observed a significant change in
the companies’ reporting behaviour on matters pertaining to social disclosure
throughout the 13-year period of study. They reported that the amount of social.
disclosure rose from an éverage of over one page to nearly five pages at the end of
the study period. Due to a visibility factor, larger companies were reported to have

disclosed more information as compared to their smaller business counterparts.

Brammer and Pavelin (2006) examined the patterns in voluntary environmental
disclosure of 447 large UK compariies listed on the FTSE All-Share Index, drawn
from a diverse range of industrial sectors. They classified their analysis with respect
to the companies’ decision to make a voluntary environmental disclosure, and on an
evéluation of the quality of such disclosure. in particular, they examined how each

type of decision was determined by company and 'industry characteristics. They

I3
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reported that, in part, larger, less indebted companies, with dispersed ownership,

were significantly more likely to make voluntary environmental disclosure™®.

Murray and Gray (2006) examined the annual reports of the 100 largest UK
companies over a period of ten years, between 1988 and 1997 oh the level of
voluntary disclosure in the companies’ annual reports. They reported that smaller
companies are more likely to have consistently lower levels of total and voluntary
social, and environmental disclosure, while larger companies are more likely to have

consistently higher levels of total and voluntary social, and environmental disclosure.

Brammer and Pavelin (2008) examined patterns in the quality of voluntary
environmental disclosure of around 450 large UK companies from a diverse range of
industrial sectors. Their ahalysis distinguishes 5 facets of quality that include, inter
alia, disclosure of group-wide environmental policies, environmental impact targets,
and environmental audits. They examined how the decisions related to each facet of
quality, as determi‘ned by company and industry characteristics. They reported that -
the quality of disclosure is determined by a company’s size and the nature of its
business. activities. Specifically, a high quality disclosure, according to them, is
primarily associated with larger companies, and those in sectors most closely related

to environmental concemns.

Based on a review of the literature, the level of disclosure is expected to be more
rather than less for larger companies. Related to this, Signalling Theory posits that
larger companies have an incentive to send a signal that reflects on their superiority.
The signals are of various forms, including, inter alia, number of pages, and the level |
of infbrmation discloéure. When it concerns the latter, the increase in the level of

information disclosure is expected to result in an increase in the number of

'8 They also reported other significant findings, but only findings related to the current study are considered here.
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presentation formats employed. Thus, related hypotheses to be tested in this study

are as follows:

H9a -

Hop —

H1Oa'—‘

Hiop —

H11a_

Hiw—

H123 -

H12b -

The larger companies rather than the smaller companies presented more
pages of annual reports.
The larger companies rather than the smaller companies presented more

pages of stand-alone reports.

The larger companies rather than the smaller companies presented more
photographs in annual reports.
The larger companies rather than the smaller companies presented more

photographs in stand-alone reports.

The larger companies rather than the smaller companies presented more
graphs in annual reports.
The larger companies rather than the smaller companies presented more.

graphs in stand-alone reports.

The larger companies rather than the smaller companies presented more
tables in annual reports.
The larger companies rather than the smaller companies presented more

tables in stand-alone reports.”

3.3.2 Performance

A review of the literature suggested that profitability and share returns are among the

proxies for performance measurement. Profitability is used as a proxy of performance

in Sydserff and Weetman (2002), while share returns are used as a proxy of

performance in Murray and Gray (2006). Data related to company profitability is
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widely available and easy to bapture, hence it is used as a proxy of performance in

the current study.

Al-Tuwaijri et al. k2004) investigated the relationships between economic
performance, environmental performance, and environmental disclosure in the .
annual reports of 198 selected companies. They suggested that good environmental
performance is significantly associated with good economic performance.
Consequently, they reported to have observed a significant, positive relationship
between environmental performance and environmental disclosure. That is,

disclosure scores were higher for companies with better environmental performance.

Murray and Gray (2006) examined the annual reports of the 100 largest UK
companies over a period of ten yéars, between 1988 and 1997. They reported that
companies within their sample with consistently lower share returns were likely to
have consistently lower levels of total and voluntary social and environmental
disclosure. Equally, they reported that companies with consistently higher returns .
were likely to have consistently higher levels of total and voluntary social and

environmental disclosure.

There exist also studies that reported on the non-influential effects of profitability on
disclosure of information. Fortanier and Kolk (2007) for example, analysed the
content of the stand-alone reports of 161 multinational enterprises included in the
Fortune Global 250 list for 2004. They reported that the information disclosure was

influenced by region, sector, and size, but not by profitability.

A review of the literature suggested that the findings related to the influence of
profitability on corporate information disclosure are mixed. Through the lens of

Signalling Theory, profitable companies are argued to have incentives for disclosing
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more information to highlight their favourable financial performances. This indirectly

results in an enhancement in the number of report pages, as well as the number of

presentation formats, in the reports produced by these companies. Steinbart (1989)

for instance, contended that US companies are more likely to include graphs of key

variables when profits have increased. Thus, related hypotheses to be tested in this

study are as follows:

H13a -

H13b -

H14a -

H14b -

H1sa —

Hisp —

H16a -

Hep —

The improved performance companies rather than the non-improved
performance companies presented more pages of annual reports.
The improved performance companies rather than the non-improved

performance companies presented more pages of stand-alone reports.

The improved performance companies rather than the non-improved
performance companies presented more photographs in annual reports.
The improved performance companies rather than the non-improved

performance companies presented more photographs in stand-alone reports. -

The improved performance companies rather than the non-improved
performance companies presented more graphs in annual reports.
The 7improved performance companies rather than the non-improved

performance companies presented more graphs in stand-alone reports.

The improved performance companies rather than the non-improved
performance companies presented more tables in anndal reports.
The improved performance companies rather than the non-improved

performance companies presented more tables in stand-alone reports.

/
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3.3.3 Business activity

Hughes et al. (2000) investigated the 1992 annual report disclosure of 20 companies
classified by Fortune magazine as either leaders or laggards with respect to
environmental peﬁor;nance. They reported to have observed indifference in the level

of voluntary disclosure across the better and worse environmental performers.

Hughes et al. (2001) examined the environmental disclosure in annual reports of 51
US manufacturing companies for 1992 and 1993. They investigated the difference in
the level of information disclosure between companies rated as good, mixed and
poor, in terms of environmental performance. They reported that overall, poor
environmental performance companies were those who make the higher level of

disclosure.

In another study, Hughes et al. (2001) analysed presidents’ letters in the annual
reports to examine the differences in environmental disclosure between companies
classiﬂedb as good, mixed, or poor environmental performers by the Council on
Economip Priorities. They reported that the level of environmental disclosure

between the respective companies was indifferent.

Patten (2002) examined environmental disclosure in the 10-K reports for 1990, of
131 US companies. He included size and industry membership variables in his model
to control for their impacts on company disclosure. He reported that companies with
higher levels of toxic releases had more extensive en\}ifonmental' disclosure in their
10-K reports. Consequently, he concluded that the expected negative relationship
between environmental performance and environmental disclosure was supported.
The findings are consistent with Cho and Patten (2007) who contended that poorer

environmental performance leads toward a higher level of environmental disclosure.
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A review of t.he literature suggested that companies with poor, rather than good,
environmental performance disclose more environmental information. This is viewed
as an attempt by these companies to demonstrate to the readers, their environmental
concerns. In addition, the disclosure of more environmental information provides an
opportunity for the companies to tell their own side of the story in the environmental |
debate (Cerin, 2002). In the context of this study, companies are classiﬁed as either
environmentally sensitive, or environmentally non-sensitive’®. As the classification
implies, environmentally sensitive companies ére those involved in activities
regarded as harmful to the natural environment, such as oil and gas, tobacco, and
aerospace, to name a few. By contrast, companies whose activities are regarded as
not harmful to the natural environment, such as banking, retail and media to name a
few, are classified as environmentally non-sensitive companies. That said, it is the
environmentally sensitive companies, rather than the environmentally non-sensitive
companies, that are expected to disclose more environmental information, be it in
annual reports, or in stand-alone reports. That said, the increase in the number of
report pages, as well as the number of presentation formats, is expected to be more .
for the envirOnmentafIy sehsitive companies rather than for the environmentally non-
sensitive companies; Thus, the related hypotheses to be tested in this study are as

follows:

Hi7za— The environmentally sensitive companies rather than the environmentally
non-sensitive companies presented more pages of annual reports.
Him— The environmentally sensitive companies rather than the environmentally

non-sensitive companies presented more pages of stand-alone reports.

19 The current study follows the classification suggested in Neu et al., 1998; Wilmshurst and Frost, 2000; Raar,
2002, 2007; Gao et al., 2005; Aerts and Cormier, 2006; Jose and Lee, 2007; Cho and Patten, 2007; Clarkson et
al., 2008; and Brammer and Pavelin, 2008
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Hisa— The environmentally sensitive companies rather than the environmentally
non-sensitive companiés presented more photographs in annual reports.
Hies— The environmentally sensitive companies rather than the environmentally

non-sensitive companies preéented more photographs in stand-alone reports.

Hia = The environmentally sensitive companies rather than the environmentally
non-sensitive companies presented more graphs in annual reports.
Hiep — The environmentally sensitive companies rather than the environmentally

non-sensitive companies presented more graphs in stand-alone reports.

Ha.a— The environmentally sensitive companies rather than the environmentally
non-sensitive companies presented more tables in annual reports.
H.op — The environmentally sensitive companies rather than the environmentally

non-sensitive companies presented more tables in stand-alone reports.

3.3.4 Listing status

There is no documentation of prior studies that investigated the influence of listing on
the FTSE4Good indéx for information disclosure suggesting that a gap exists in the
related literature. The FTSE launched the FTSE4Good index in July 2001 with the
aim of allowing investors to géin exposure to so-called ethical companies, while still
earning a competitive return. To achieve this aim, the FTSE4Good indices were
designed to identify the current approach to corporate social responsibility and
investment, measure company compliance, and report on the performance of the
constituent companies. In order to be listed, a company must aiready be listed on
one of the four share indices, i.e. the FTSE All Share Index, the .FTSE All-World
Europe Index, the FTSE US Index, or the FTSE All-World Developed Index (Collison

et al., 2008). ’




The FTSE4Good Advisory Committee assessee the eligibility of a company on the
information that the company supplies to the Ethical Investment Research Service
(EIRIS), as well as on the EIRIS's own research into the company, before making a
decision whether to ellow inclusion of the company on the FTSE4Good index. The
informatidn that the committee are interested in is mainly the performance of the
company in five areas of interest. These include, environmental sustainability,
relationships with stakeholders, attitudes to humah rights, supply chain labour

standards, and the countering of bribery (Collison et al., 2008).

Companies involved in producing tobacco and nuclear-related activities are not
considered for listing on the FTSE4Good Index. The reason for the exclusion of
these companies is that their activities are not in compliance with the function of the
Index, namely, to encourage progress towards greater corporate social responsibility
in the business world (Cartridge and MacKenzie, 2001). In a way, the listing status
mirrors the activity of the companies in the sense that those listed on the
FTSE4Good index are mostly regarded as environmentally non-sensitive companies,
while those not listed on FTSE4Good index are mostly regarded as environmentally
sensitive companies. The influence of listing status on presentational aspects of
annual reports and stand-alone reports is expected to mirror the phenomena related
to the influence of activity. Therefore, it is the non-FTSE4Good companies, rather
than FTSE4Good companies, that are expected to disclose more information leading
towards the increase in the number of report pages, as well as the number of
presentation formats. Thus, related hypotheses to be tested in this study are as

follows:
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H21a -

H21b -

sza -

Hazp —

H23a -

H23b -

H24a -

H24b -

The nbn-FTSE4Good companies rather than the FTSE4Good companies
presented more pages of annual reports.
The non-FTSE4Good companies rather than the FTSE4Good companies

presented more pages of stand-alone reports.

The non-FTSE4Good companies rather than the FTSE4Good companies
presented more photographs in annual reports.

The non-FTSE4Good companies rather than the FTSE4Good companies

“presented more photographs in stand-alone reports.

The non-FTSE4Good companies rather than the FTSE4Good companies
presented more graphs in annual reports.
The non-FTSE4Good companies rather than the FTSE4Good companies

presented more graphs in stand-alone reports.

The non-FTSE4Good companies rather than the FTSE4Good companies.
presented more tables in annual reports.
The non-FTSE4Good companies rather than the FTSE4Good companies

presented more tables in stand-alone reports.

3.4 Impression management

The issue of impression management in annual reports has been well-documented

(see Merkl-Davis and Brennan, 2007 for an exhaustive example of prior studies on

impression management in corporate annual reports). By contrast, the current study

is not

aware of any study prior to this study that examined the presence of

impression management in stand-alone reports, which means that a gap exists in the

related literature. Indeed, the presence of presentation management in audited

annual reports gives the impression that a similar exercise could also be conducted

72




in the unaudited décuments, such as stand-alone reports. Bebbington et al. (2008)
posited that porporate reporting and reputation are inter-related. In the same light,
Robertson and Nicholson (1996) argued that corporate disclosure (including
“environmental disclos:ure) could be seen as an attempt by the management to
inﬂuence'opin)ion in building a good reputation. Thus, the potential exploitation of
stand-alone reports for impression management purposes cannot be undermined.
Although there are as many as seven impression management strategies (Merkl-
Davies and Brennan, 2007), only three of these strategies are relevant to the current
study, namely, (1) thematic manipulation, (2) visual and structural manipulation, and

(3) performance comparison.

3.4.1 Thematic manipqlation

This form of impressioh management strategy emphasises on positive words and
themes in an attempts to portray a company in a more favourable manner than is
warranted by the bare facts (Merkl-Davis and Brennan, 2007). Thematic manipulation
in the context of this study involves a situation where the management presents more .
good news, in a ploy designed to outweigh the number of incidents invoiving bad

news, in the form of text.

Smith and Taffler (1992) conducted a systematic analysis of the relationship between
narrative complexity and alternative measures of performance, for a matched sample
of failing/non-failing companies across common industries. They reported that poor
readability is étrongly associated with poor performance, and ease of readability with
relative financial success. The implication, according to them, is that companies
actively signal good news while obscuring, perhaps deliberately, messages that

convey bad news.
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Tauringana and Chong (2004) investigated the correlation between the types of news
in the chairman’s statements, the operating and financial reviews, and the directors’
reports in the annual reports of 179 UK listed companies for 2001. They reported that
there is significantly |:nore good news in the narrative sections than in the statutory
accounts. Conversely, there is significantly less bad news in the narrative sections

than in the statutory accounts.

Balata and Breton (2005) investigated the relationship between the president's letter
and the financial statements in the annual reports of 30 US companies from 1993 to
1998. They reported the presence of a certain level of manipulation in the narrative

sections.

Clatworthy and Jones (2006) studied the chairman’s statements in the 1995 and
1996 annual reports of the top 50, and bottom 50, of non-financial UK listed
companies.- They reported that the chairman’s narratives of profitable coh‘npanies
mentioned key ﬁnahcial indicators more, had more'quantitative and personal -
references, used fewer passive sentences, and emphasised the future less than
those of their unpréﬁtable business counterparts. These findings, according to
Clatworthy and Jones (2006), provided evidenée that companies use narrative
disclosure, especially the chairman’s statement, to réport news in a manner
consistent with impression management. They also contended that the managers’
propensity to associate themselves with the company’s financial results is associated
with the company’s underlying performance. Further, they reported that unprofitable
companies focus more on the future, rather than on past performance, in an attempt
to distract attention away from poor performance. Other related studies on thematic

manipulation are presented in Appendix A.

’
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Generally, a feview of the literature suggested that companies present more good
news rather than bad news. Consistent with the notion of impression management,
management is more likely to portray a more favourable image of the company than
is warranted, by over-playing the good news and under-playing the bad news

(Clatworthy and Jones, 2006). Thus, a related hypothesis to be tested in this study is:

H.s— There are more texts with good news rather than bad news presented in

stand-alone reports.

3.4.2 Performance comparison

This impression management strategy involves choosing benchmarks to boost good
performance by selectively vcomparing performance indicators against a base year to
the extent that the performance for the current year appears as favourable (Merki-
Davis and Brennan, 2007). This strategy in the context of the cu;rent study is viewed

to potentially affected graphs and tables.

3.4.2.1 Graphs

Studies on the presentation of good performance versus bad performance in graphs
mostly involved graphs presented in the annual reports. Management are reported to
be selective in presenting info.rmation related to a company’s performance in the form
of graphs. This inevitably results in an incomplete view of information disclosure.
Strong evidence of selectivity has been reported in studies on graphs conducted in

the US, UK and Australia.

Beattie and Jones (1992) reported that graphs of key financial variables (sales, profit,
earnings per share (EPS), and dividends per share (DPS)) are significantly more
likely to be included in the annual reports of UK companies with good, rather than

bad, performance. In their study, they classified performance as good or bad on the
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basis of directional change in both EPS (a general performance indicator), and the

specific financial variables being tested.

In their later study comparing US and UK companies, Beattie and Jones (1997)

reported ;sele‘ctivity in graph -usage — with the UK ekhibiting greater selectivity.

Likewise, the study by Beattie and Jones (1999) involving Australian companies

presented statistical evidence to show that graphs are included in annual reports

when the companies produced a favourable, rather than unfavourable, view of

corporate performance. In particular, the presence of at least one of the four key

financial variables (KFVs) graphs (i.e., one out of sales, profit, EPS, or DPS) are

more strongly associated with the respective five-year profit and sales trends than

with the respective one-year performance trend of sales, profit and EPS.

Another Australian study by Mather et al. (1996) detected no significant relationships
between the inclusions of graphs and company performance, in terms of either their
whole sample, or for the top 50 companies. But for the next 100 ranked companies,
they did find some significant relationships for 5 out of 9 tests. Their findings,

however, need to be read with caution for they neither used EPS as the directional

performance indicator, nor measured perforfnance over a 5-year period, as adopted

by Beattie and Jones (1992). Green et al. (1992) repiicated Beattie and Jones (1992)

by analysing the annual reports of 117 Irish semi-state sector and public limited

companies and reported to have discovered evidence of selectivity.

Beattie et al. (2008) examined graphs in the annual reports of large UK listed
companies from 1965 to 2004. They discovered the presence of selectivity, graph
measurement distortion, and manipulation of the length of the time series of graphs.
They reported a decline in the number of companies using the 5-year norm for length

of time series, from 72% in 1989, to 63% in 2004. The graphs with less than a 5-year
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period of comparison, according to them, present a less favourable trend. By
contrast, graphs with a 5-year period of comparison present a more favourable trend.
A review of the literature suggested that the management is more likely to present
graphs that convey good hews, rather than bad news, related to their performance.

Thus, a rélate,d hypothesis to be tested in this study is:

H.s~ There are more graphs with good performance rather than bad performance

presented in stand-alone reports.

3.4.2.2 Tables

There is no study prior to this study that examined the presentation of good

performance versus bad performance in tables®, thus a gap exists in the related

literature. Overall, the information presentation in stand-alone reports is at the

discretion of the reporters. In that case, the management are expected to use tables

to present good performance rather than bad performance, in an attempt to po.rtray a

more favourable impression of the performance of the company than is warranted. -

Thus, a related hypothesis to be tested in this study is:

H.;— There are more tables with good performance rather than bad performance

presented in stand-alone reports.

3.4.3 Visijal and structural manipulation

This impression management strategy involves the manipulation of visual and
structural effects in which information is presented in such a way as to produce a
more favourable irﬁpreésion than is warranted. This strategy in the context of the

current study is viewed to potentially affected photographs and graphs.

7
2 Data that conveys a good performance is favourable while data that conveys a bad performance is
unfavourable. For example, the increase in the use of energy is unfavourable news, whereas the decrease in the
amount of energy used is good or favourable news.
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3.4.3.1 Photographs

Photographs are capable of distracting or misleading viewers (Lewis, 1984; Preston
et al., 1996), thus they may potentially be used as a vehicle for impression
management (Wilmshurst and Frost, 2000). However, the use of photographs for
impression management has received limited attention (Beattie et al., 2008). This is
true especially when no objective meésurement of impression management involving
photographs has been established. That said, Bargh (2002) contended that it is the

viewers who make their own interpretations of visual images, in a number of ways.

Previous studies that examined the favourable images in photographs include
Bougen (1994), Friedman and Lyne (2001) and Ewing et al. (2001). referring to the
good and active life-style of accountants in photographs. By contrast, Robert (1957),
Stacey (1958), and Cory (1992) referred to dull, sober and expressionless images to
highlight the opposite life-style of accountants. The current study adopted a general,
less radical, but rather naive interpretative apprbach to classifying the favourable-
unfavou.rable aspects of visual images. Related to this, images of humans at a
workplace are considered as favourable, while images of humans not at a workplace
are considered as uﬁfavourable. The photographic theme is centred on a workplace
because a review ofv the literature sdggested that photographs in annual reports are
featured mainly, the workplace (see David, 2001; Benschop and Meihuizen, 2002;

De Groot et al., 2006). Thus, a related hypothesis to be tested in this study is:

Hass — Overall, there are more photographs of humans at a workplace rather than
photographs of humans not at a workplace presented in annual reports
Hag— Overall, there are more photographs of humans at a workplace rather than

phOtographs of humans not at a workplace presented in stand-alone reports

7
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3.4.3.2 Graphé

The structural and visualv presentations of graphs have the potential to be
manipulated. In the context of this study, the structural manipulation of graphs
involves presenting graphs that are not appropriately constructed according to the
principles of graphical design and construction. This includes inter alia, the
presentation of distorted graphs, graphs with non-zero axis, broken axis, non-
arithmetic scales, non-scale axis, negative values omitted/truncated, and muitiple
scales (Beattie et al., 2008). Meanwhile, the visual manipulafion of graphs in the
context of this study involves the use of visual effects to highlight selective

information.

3.4.3.2.1 Distorted graphs
This study replicated Beattie and Jones (1999) in identifying the presentation
distortion, namely, a situation where a graph is not appropriately constructed to the

extent that its graph discrepancy index (GDI) is less than -5 or more than 5.

In a related study, Steinbart (1989) examined the measurement distortion in graphs
of key financial variébles (identified as sales, profits, and dividends) presented in
annual reports of 319 US companies' from the Fortune 500. He measured the GDI
and reported that on average, graphs of these key vériables exaggerated the
magnitude of change by around 11%. An absolute distortion of more than 10% was
also found in approximately 26% of the graphs of key financial variables in the

sample, with overstatement and understatement being equally prevalent.

Beattie and Jones (1992) reported that 30% of the graphs of key financial variables
(which included EPS, as well as the three variables used in Steinbart, 1989) for UK
companies were distorted. Beattie and Jones (1992) also detected that favourable

distortion (overstatement of a positive trend or understatement of a negative trend) is
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significantly more likely than unfavourable distortion (understatement of a positive
trend, or overstatement of a negative trend). In their other study, Beattie and Jones
(1997) compared the graph reporting practices of 176 leading US and UK companies
that confirmed the earlier findings on measurement distortion reported in Beattie and

Jones (1992) and those of Steinbart (1989).

in the Australian context, Mather et al. (1996), who replicated Beattie and Jones
(1992), obtained results that were consistent with previous US and UK findings as
reported in Steinbart (1989) and Beattie and Jones (1992). In other words, distorted
graphs of any of the key financial variables are significantly more likefy to present
performance favourably rather than unfavourably. In particular, Mather et al. (1996)
detected 29.7% of graphs of key financial variables to be distorted (mean distortion
+16.4% GDI), with exaggeration being very slightly more prevalent than

understatement.

Later, in another study on the top 100 companies listed on the Australian Stock .
Exchange for 1991, Beattie and Jones (1999) discovered material measurement
distortion in 34% of‘ all KFV graphs, where favourable rather than unfavourable
distortions predominated in terms of bdtﬁ the absolute number of distortions, and the
magnitude of distortion. That is, out of 146 KFV graphs, they discovered 50 instances
of measurement distortion: 31 favourable and 19 unfavourable. They also claimed
that there is no certainty as to whether the distortions found are’ due to the
exuberance and statistical naivety of designers, or a deliberate attempt at impression
management. Green et al. (1992) replicated Beattie and Jones (1992) for companies
in Ireland, and reported finding evidence of measurement distortion. However, they

failed to detect any systematic favourable measurement bias.

I
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Beattie et ai; (20b8) examined the presentation of graphs in the annual reports of
large UK listed companies from 1965 to 2004. They reported an increase in the
presentation of distorted graphs (with a GDI index outside the range -5 and +5) from
30% out of 465 graphs in 1989, to 60% out of 156 graphs in 2004. The incidence of
materiall diétorﬁon in key financial graphs, according to them, increased from 20% in
1989, to 49% in 2004. Also, they reported that, by 2004, the obvious, identifiable
causes of distortion, namely the use of a nonzero or broken vertical axis, or a non-
arithmetic scale, or a negative value truncated, have disappeared. However, they
reported that the other causes of distortion that had not been detected in previous
studies namely, no scale stated or the individual value represented by the graphs
were not stated, were prevalent. Other related studies on thematic manipulation are
presented in Appendix B.
A review of the literature suggested that the improper construction of graphs in
annual reports?' is widespread. However, the improper construction of graphs in
stand-alone reports is found to be relatively unstudied. Based on Impression
Management, the management has an incentive to present the performance of the
companies as well as their own performance, in the best possible light. In this vein,
distorted graphs are presented so as to give a more favourable portrayal of the

company than is warranted. Thus, a related hypothesis to be tested in this study is:
H,e— There are distorted graphs présented in stand-alone reports.

3.4.3.2.2 Visual manipulation
There is a lack of studies on the used of visual effects in graphs. Managers

manipulated the visual aépects of graphs by presenting inter alia, a 3-dimensional

’

21 Beattie and Jones (1999) referred fo the presentation of an improper construction of a graph as presentation
management
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graph, and graphs with. a colour scheme t»o highlight selective information (Beattie et
al., 2008). Related to this, Robinson (1998) and Howe and Purves (2005) suggested
that decision-makers who view three-dimensional graphs might also make biased
decisions. Aiso, by manipulating the visual aspects of graphs, managers distracted

the attention of readers from other facts.

In a related study, Benbasat and Dexter (1986) conducted a laboratory experiment to
assess the influence of colour and information presentation differences on user
perceptions and decisibn-making, under varying time constraints. During the
experiment, they evaluated three different information presentations, namely tables,
graphs, and combined tables-graphs. They reported that, inter alia, colour led to
improvements in decision-making, and this was especially pronounced when high

time constraints were present. Thus, a related hypothesis to be tested in this study is:
Hso— There are graphs with special effects presented in stand-alone reports.

3.5 Summary

This chapter presents prior studies related to the issues under investigation involving
annual reports and stand-alone reports. Generally, previous studies related to
information presentation akih to the current study are presented. Altogether, there
are five aspects of information presentation regarded as central in the current study.
The first is the number of repori pages. The second is the présentation of
photographs, graphs and tables. The third is the attributes of photographs in annual
reports and stand-alone reports. The fourth is the influence of company
characteristics on information disclosure. The fifth is the presentation management,
involving photographs, graphs, tables, and texts. These prior studies paved the way
in researching the related phenomeha, and coupled with the two theories adopted by

the current study — Signalling Theory and Impression Management — assisted in the
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development of related hypotheses for the current study. The following chapter,

Chapter 4 infra, presents the methodological aspects in conducting this research.

83




Chapter 4 — Research methodology

4.0 Introduction

Research methodology explains the actual process of conducting a research.
Research methodology according to Guba (1990). refers to how the researcher
should go about ﬁnding the knowledge, while Blaikie (2000) refers to it as 'techniques
or procedures used to collate and analyse data’. This technique of conducting a
research is guided by a résearch paradigm through the assumptions underpinning
the related paradigm as discussed in Chapter 2 supra. The current study embraces
the positivist approach for irrve'stigating issues related to this specific area of
research, thus being consistent with the previous studies of the same nature (see
Beattie and Jones, 1992, 1993, 1997, 2000, 2001; Smith and Taffler, 12000;
Clatworthy and Jones, 2003). As Patton (1988) posited; the research design and
implementétion decisions are made according tovr what methods best meet the
practical demands of a particular enquiry. From a positivist perspective, empiricall
regularities imply causal laws that are then used to explain a social phenomenon. As
such, the cycle of enquiry involves a deductive approach; making inferences; using
statistical techniques; and making predictions (Wass and Wells, 1994). Input from the
researcher remains’ at a minimum with regard to data analysis as well as the
interpretation of results. Related t<3 data collection, techniques available to the
positivist include questionnaires, structured interviews and the use of secondary data

(Guba and Lincoln, 1994; Hussey and Hussey, 1997).

The remainder of this chapter is organised as follows. The next section, Section 4.1,
discusses the sample selection. The following section, Section 4.2, discusses the

collection of annual reports and stand-alone reports. Then, the examination of the




content of annual reports and stand-aldne reports is discussed in Section 4.3. The
next section, Section 4.4 discusses the data analyses employed in this study. A

summary in Section 4.5 ends this chapter.

4.1 The> sample selection

A sample is a smaller collection of units acting as representatives of a whole
population, and used to detérmine truths abdut that population (Henry, 1990; Field,
2005). A research sample is selected using a sampling technique. The sampling
technique is irhportant fokr two reasons. Firstly, to increase the validity of data, and
secondly, to ensure the sample constitutes a true representation of a population.
Hence, a valid sampling technique reduces the amount of data to be collected, but
allows a conclusion to be drawn for the whole population (Saunders et al., 2007).
Saunders et al. (2007) posited that there are two sampling techniques, namely
probability sampling, and non-probability sampling. Probability sampling, according to
them, is useful for survey-based research. The researcher is able to subsequently
make a statistical inference about the population from the completed questionnaires,
and to answer the research question. Non-probability sampling techniques, according
to them, are suitablé for qualitative research. According to Saunders et al. (2007),
there are five non-probability sampling techniques — quota, snowball, self-selection,

convenience, and purposive sampling.

Quota sampling is a technique where certain subgroups of units are represented in
the sample. The proportion of these subgroups is equivalent to those in the
population. Snowball sampling is a technique where participants have a connection
of some sort with each other. These connections are varied and include, inter alia, |
relatives, friends, colkleagues, neighbours, and members of a community.
Accordingly, the sample expands as the curreht participant introduced or suggested

the next prospective participants for the research. This continuous process, similar to
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a scheme of ;member get member’, comes to an end as and when the researcher so
wishes. ‘Self-selection sampling is a technique where participants voluntarily offer
themselves to participate in the research. Related to this, the prospective participants
respond to an advértised call for participants in a research project, via various
commuriicatiqn channels. Coﬁvenience sampling involves a situation where
participants for the research are selected on a convenient basis for some specific
reasons. Meanwhile, purposive sampling is a sampling technique where participants

are selected because of some pre-existing characteristic.

The current study adopts purposive sampling because the selection of the
participants is subject to compliance with two predetermined selection criteria. Firstly,
the companies have to be listed on the FTSE 100 share index as at 31st December,
2005. This criterion is to ensure that the selected company is large in terms of size?.
Secondly, the companies had produced stand-alone reports in the form of a
hardcopy for a minimum period of three consecutive years ended 2005. This second
criterion was established to ensure that the longitudinal nature of this study involved -
the same set of companies. This second selection criterion is viewed as critical as
the current study a‘Iso investigates the influence of company characteristics on
presentation formats presented in annual reports and stand-alone reports. The
adoption of purposive samplihg technique in this study is consistent with the previous
studies of the same nature. Related to this, Johnston and Smith (2001) employed a
purposive sampling technique for their study on the environmental reports of water
service companies in England and Wales. They stated that the reason for the
employment of the technique was because the water service companies were

companies that had produced stand-alone environmental reports.

2 In the context of this study, market capitalisation is used as a proxy for size (see also Hasseldine et al., 2005)
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Genérally, the population for this study is large companies in the UK that produced
stand-alone reports in the form of hardcopy for 2000 — 2005, inclusive. As the Global
Reporting Initiatives (GRI) introduced its maiden guidelinqs for environmental
reporting in 1999, it is viewed that rationally, companies would began to use the GRI
guidelinés for their year 2000 reports®®, hence the selection of year 2000 as the
beginning of this longitudinal study. The investigation period was chosen to end in
2005 because, in 2006, the UK Company Law had been amended to allow
companies to utilise fully the availability of modern communication technology, and

that includes, disclosing their environmental information on company websites?*.

The preceding discussion stated that one of the selection criteria for inclusion in the
sample is the production of stand-alone reports in the form of a hardcopy for a
minimum of three consecutive years ended 2005. This specific rule concerning the
hardcopy reports is established for two reasons. Firstly, the hardcopy is required to
ensure that the content of these stand-alone reports remains unchanged. It is for this
reason that the environmental disclosure on the website was excluded, as their-
content is subject to changes over time?. Generally, companies update their
webpage from time fo time to report on their activities for the current reporting year.
Accordingly, this ‘updated’ version will replace the ‘outdated’ version of the online-
published report. As the natdre of the current study is longitudinal, and covers the
period from 2000-2005 inclusive, the printed version of the report appears to be the

only sensible option. This is because the data collection process for this study started

B The researcher made no attempt to investigate the correctness of this assumption due to a limitation of time.

% The researcher assumes that the amendment to the company law will results in a reduction in the number of
firms producing stand-alone reports in the form of hardcopy. Once again, the researcher made no attempt to
investigate the correctness of the assumption.

% A report published on the Internet and a downloadable file from the Internet refers to two different situations.
The former refers to the content of a webpage, which is subject to change. The latter refers to a file that can be
downloaded from the website into a personal computer using an Internet connection. The content of this file is
normally the same as the one published in the form of a hardcopy. There is also a possibility that the version of the
information disclosed on the web and the one presented in the form of a hardcopy are the same. For example,
Cormier and Magnan (2004) reported an extensive overlap between the printed version and the web version of
environmental disclosures.
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only in 2006. Secondly, the hardcopy of the report is required as the size of
photographs and graphs are to be measured manually. A minimum of three
consecutive productions of stand-alone reports is imposed in an attevmpt to observe
any unusual events ;elated to the presentation of photographs, graphs, and tables in

the annual reports and stand-alone reports of the selected companies.

Large UK comp‘anies are chosen for five reasons. Firstly, large companies are more
likely to disclose environmental information as compared to medium and small
companies (Gray et al, 1995b). Secondly, size is found to have an influence on social
reporting® (see Trotman and Bradley, 1981; Guthrie and Parker, 1990; Patten, 1991;
Hackston and Milne, 1996; Adams et al, 1998). Thirdly, larger companies have
higher visibility and thus it is expected that any trends and switch points would be
more prohounced in these larger companies as compared to their smaller business
counterparts. Fourthly, large companies are perceived' to provide more extensive and
innovative disclosure (Murray et al., 2006). Lastly, previous studies on corporate
disclosure mostly use the largest companies as their sample, hence making it
. possible to compare the findings of this study with those of previous studies (Gray et
al., 1995b). Based .on these five reasons, all FTSE 100 and FTSE 250 listed
companies that are regarded as representing the top companies in the UK are

selected to form the sample for this study.

A letter specifying this researcher’s intention to obtain the respective annual reports
and stand-alone reports in the form of. a hardcopy for the period of 2000-2005
inclusive was sent to each and every companyllisted on the FTSE 100 and FTSE
250 share indexes. A sample of the letter is presented herein in Appendix C. The
letter begins by introducing this researcher, followed by some information related to

the nature of the research contemplated. Next, the companies were asked if they had

% The amount of disclosures is greater in reports of larger companies as compared to smaller companies.
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produced stand-alone reports for the years from 2000-2005, inclusive. If the answer
was ‘yes’ then this researcher sought the co-operation of the respective companies
to send a hardcopy of their stand-alone reports, and annual reports of the same
reporting years as t;1e stand-alone reports, to a specified correspondence address. -
Related to this, if, for example, a company produced stand-alone reports for the
years 2002-2005, then this researcher requested these reports as well as the annual
reports for 2002-2005 to be sent to the researcher’s correspondence address. The
letter ends with a thank you note for the co-operation rendered by the respective
companies. Consequently, several companies, mostly those listed on the FTSE100
index, responded favourably to this researcher's request, while others kept silent
about their reasons for not participating. Thus, reasons for a non-response, except

for the selected few who informed the researcher in writing, are unknown?’.

The researcher sent out a second letter to remind those companies that did not
respond to the first letter that had been sent to them. A sample of this letter is
presented in Appendix D. The content of the letter is identical to that of the first letter
to induce them to an immediate response. As the responses from FTSE 250
companies to the ﬂrét letter was extremely low, the second letter was sent only to
FTSE 100 listed companies. This also means that all companies listed on FTSE 250
share index are excluded from the sample to avoid future problems involving data
analysis, specifically in relation to the influence of the company characteristics on the

use of presentation formats in annual reports and stand-alone reports. '

Table 4.1 presents the final sample for this study, consisting of 46 FTSE 100
companies. The total number of companies in the sample is arguably greater than

the total of sample companies in the previous study of Lee (1994), and Rondinelli

21" Obviously, one of the possible reasons is that the company did not produce the stand-alone reports. Related to
this, Murray et al. (2006) reported that more FTSE 100 firms produced stand-alone reports as compared to firms
listed on the FTSE 250.
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and Berry (2000), with 25 companies and 38 companies, respectively. Meanwhile the
longitudinal study of Campbell et al. (2009) on photographs involved only 14 UK

companies listed on the FTSE 100.
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Table 4.1 A list of selected companies in the sample

Nos Company Name {pic)
1 Alliance & Leicester
2 Anglo American
3 AstraZeneca
4 Aviva
5 Barclays
6 BG Group
7 BHP Biliiton
8 BP
9 British American Tobacco
10 British Land Company
1 British Sky Broadcasting Group
12 Caim Energy
13 Centrica
14 Diageo
15 Friends Provident Group
16 GuUs
17 Hammerson
18 HBOS
19 HSBC Holdings
20 imperial Chemical Industries
21 Imperial Tobacco Group
22 Liberty
23 Lioyds TSB Group
24 Marks & Spencer Group
25 Northern Rock
26 02
27 Prudential
28 Reckitt
29 RioTinto
30 Royal & Sun Alliance Insurance Group
32 Royal Bank of Scotiand Group
33 Royal Dutch Shell
34 SABMiller
35 Sainsbury (J)
36 Scottish & Newcastle
37 Scottish & Southemn Energy
38 Severn Trent
39 Shire
40 Smiths Group
41 Standard Chartered
42 Tesco
43 Unilever
44 Vodafone Group
45 WPP
46 Xstrata
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The rest of the constituent companies of the FTSE 100 share index in 2005 were
excluded from the samble due to various reasdns that include, inter alia, insufficient
number of stand-alone reports produced (40 companies), Internet reporting only (12
companies), inappropriate reports been provided”® (1 company) and declined to

participate (1 company).

Table 4.2 presents the non-constituent status of selected companies on FTSE 100
share index. Indeed, the selected companies are those listed on FTSE 100 share
index as at 31 December 2005 who produced stand-alone reports in the form of a
hardcopy, going backwards up to 2000. As such, there are cases where the selected
companies in the sample are not the FTSE 100 constituent companies during the
period under investigation. This is due to the process of promoting and demoting of
companies from the FTSE 250 share index into the FTSE 100 share index, anc} vice-

versa®, hence the changes in the constituents of the FTSE 100 share index.

% The company, rather than provide its own reports, produced the stand-alone reports of their subsidiary
companies
2 Murray and Gray (2006) faced a similar problem. FTSE 100 is generally an index comprising the top 100 listed
companies in the UK based on market capitalisation. The concept is identical to the football leagues in the UK,
which involved the relegation as well as the promotion of football clubs into Premiership, Championship, League
One, and so on. As such, there are cases where companies in the sample are not listed on the FTSE 100 Index in
a particular year due to not being ‘big enough’. In order to avoid an incorrect classification of FTSE 100
companies, a full list of FTSE 100 constituent companies for 2000-2005 was obtained from the FTSE. The date for
the list is standardised at 31 December of the year in question.

92




Table 4.2 The non-constituent status in the FTSE100 index of the selected companies

Nos Co_Name ' 2000 2001 2002 2003 2004 2005

Alliance & Leicester

Anglo American

AstraZeneca

Aviva

Barclays

BG Group

BHP Billiton

BP

9  British American Tobacco

10  British Land /

11 British Sky Broadcasting

12 Cam - / / / /
13 Centrica

14  Diageo

15  Friends Provident /

16 GUS

17 Hammerson / / / / o
18 HBOS /

19 HSBC

20 ICI

21 ImperialTobacco

22 Liberty / /
23 Lloyds TSB

24 M&S

25 Northem Rock /

26 02 /

27 Prudential

28  Reckitt

23 RioTinto

30 Royal & Sun Alliance Insurance

32 Royal Bank of Scottand

33  Royal Dutch Shell

34 SABMiller

35 Sainsbury

36  Scottish & Newcastle /

37  Scottish & Southem Energy

38 Sevem Trent /

39  Shire

40  Smiths Group .
41  Standard Chartered

42  Tesco

43  Unilever

44  Vodafone Group

45 WPP

46  Xstrata / l

O ~NOO OB WN -

Total non-constituent companies 1 -4 2 2 1 0

Notes: This table presents the selected companies in the sample. / indicates the non-constituent status of respective
companies in the FTSE100 index in a particular year.
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Table 4.3 presents detail ‘of the FTSE 100 and non-FTSE 100 companies in the
sample. Overall, 93% ‘(256 cases) involved selected companies listed on the FTSE
100> share index. Only 7% (20 cases) involved selected companies not listed on
FTSE 100 share index. Because of the data is non-normally distributed, a Mann-
Whitney test was employed to examine the significant difference in the number of
observations between these two categories — FTSE 100 companies, and non-FTSE
100 companies. The result shows that the difference between these two groups is
significant (p<0.01), both for the individual year as well as overall. This implies that

the sample is a significant representation of FTSE 100 companies.
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Table 4.3 Summary of FTSE 100 and Non-FTSE 100 constituent companies in the sample

2000 2001 ' 2002 2003 2004 ' 2005 Total

Cases Num % p Num % P Num % p Num % p Num % p Num % p Num % p
FTSE100 3B 761 w 42 913 w M 957 w M 957 o 45 978 e 4061000 e 256 928 -
Non-FTSE100 ° 1 29 QO gy VT 0 g 0O Gy 00T oy 0T g 0O gy g <00
Al 46 1000 46 100.0 46 1000 46  100.0 46 1000 46  100.0 276 -100.0

Notes: This table presents the total cases of FTSE 100 listed and non-listed companies in the sample. In particular, the number of companies, percentages are shown. pisa
significance value of the difference in the rankings of number of cases between FTSE100 and Non-FTSE100 companies. *** represents a significant value of p at the 0.01 leve! -
in a two-tailed Mann-Whitney test. '




Table 4.4 presents the positions of selected companies in the ranking of FTSE 100,
based on market capitalisation®®. Overall, 70% of companies in the sample hold
positions between 1°' and 50" in the ranking, which implies that the selected

companies are mostly large companies in terms of size.

7

3 Market capitalisation in the context of this study is used as a proxy for size
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Table 4.4 Detail rankings of FTSE100 constituent companies in the sample

2000 2001 2002 2003 2004 2005 ’ Total .
Ranking No Acc % Vlean Mcap (EM) No Acc % Vlean Mcap (EM)  No Acc % MVean Mcap (EM)  No Acc % Viean Mcap (EM)  No Acc % Viean Mcap (EM)  No Acc % Vlean Mcap (EM) No  Acc % Viean Mcap (EM,

1 -10 8 229 74187 9 214 63735 9 205 4817 9 205 56718 9 200 58659 8 174 69896 52 203 61885
11-20 6 400 21243 7 384 17764 8 386 13562 8 386 15776 8§ 378 17570 9 370 24080 - 46 383 18332
21 - 30 5 543 12038 6 524 9416 7 545 8254 8 568 9277 9 578 10393 7 522 14601 42 547 10663
31 - 40 3 629 9007 4 619 7 7305 4 636 6076 5 682 6243 3 644 7464 6 652 8471 ‘25 645 7428
41 - 50 2 686 6815 4 T4 5610 3 705 4128 1 705 4518 1 667 5644 I N7 6382 14 699 5516
51 - 60 4 800 5433 2 762 4423 3 713 3767 2 750 3922 3 733 4556 1 739 5524 15 758 = 4604
61 -70 1 839 4444 5 881 3719 3 841 2632 2 795 3186 6 867 3708 6 870 4127 23 848 3636
71 - 80 2 886 3824 0 881 0 3 9.9 2097 6 932 2750 4 956 2920 3 935 3692 18 918 3057 .
81 - 90 2 943 3544 4 976 2636 3 917 1741 3 100.0 2254 1 978 2257 2 978 3103 15 977 2589
91-100 2 1000 2904 1 100.0 3103 1 100.0 1230 0 100.0 0 11000 1732 1 100.0 2910 6 100.0 2376
Al 35 14344 42 13079 44 9160 44 11627 45 11490 46 14279 256 12009

Notes: This table presents the FTSE100 ranking of selected companies based on market capitalisations. In particular, the total number of companies, accumulated percentages and mean market capitalisation are
shown. A total of 11 companies in the sample is not a FTSE 100 companies in 2000; 4 companies in 2001; 2 companies each in 2002 and 2003; and 1 company in 2004.
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Table 4.5 presents the ’;otal representa_tiohs for each of the 15 distinctive activities,
namely, aérospace '(27'companies), banlr_<i}ng (8), chemicals (1), food andvbeverages
(4), household products (1), insurance (4), and media (2). Also included ére mining (4
companies), oil and gas (4), pharmaceuticals (2), real estate (3), retail (4),
telecqmmunications (2), tobacco (2), and utilities (3). Overall, telecommunications, oil
and gas, and banking are the top three sectors with larger companies in terms of

size.

Table 4.5. Business activities of selected companies

: Mcap mean
Number Sector name - - Nooffirms . % of firms (EM)
1 Telecommunications 2 43 61588
2 Oiland Gas 4 8.7 59252
3 Banking 8 17.4 31461
4 Pharmaceuticals 2 43 24211
5 Food/Beverages 4 8.7 17285
6 Mining 4 8.7 17121
7  Tobacco 2 43 11853
8 Media 2 4.3 10698
9 Retails 4 8.7 9498
10  Household 1 22 9156
11 Insurance 4 8.7 9123
12 Utilities 3 6.5 5733
13 Aerospace 2 4.3 3945
14 Chemicals 1 2.2 3114
15  Real Estate . 3 6.5 2264
Al 46 100.0 18420

Note: This table presents activities of selected companies in the sample. In
particular, the number of companies for each activities, percentage of firms,
and their mean of market capitalisations (Mcap mean) are presented. £M
represents UK million pounds ‘
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4.2 The collection of annual feports and stand-along reports

The stand-alone reporté and annual reports of the same reporting years are collected
using any of the foilowing four-methods. The first was directly frofn the company as
discussed in the preceding section, section 4.1 supra. The second was from Cardiff
University's library. The third wés from the respective companies, but in the form of a
portable dbdument format (PDF) and delivered to the researcher via e-mail. The
fourth was from the respective corporate websites. In the case where the reports
were obtained from the website, the researcher used linking facilities offered by a

' ‘northcote’ acts as a gateway to an individual

website named ‘northcote
company’s website in the quest for corporate reports on the Internet. Related to this,
the corporate reports, in the form of PDF files, are downloaded and then saved in the
researcher's computer hard-drive. The content of these files, excluding those pages
with photographs and graphs, are then printéd on an A4 size paper using a black and

~ white laser printer. A deskjet colour printer was used to print the remaiﬁing pages

with photographs, and graphs in colour?.

Overall, a total of 446 reports were collected. This consists of an equal number of
223 each of stand-alone reports and annual reports (in Campbell et al., 2009, a total
of 210 annual reports were analysed). Segregated on a yearly basis,. a total of 38
reports for 2000 were successfully obtained from 19 companies, 56 reports (2001)
from 28 companies, 76 reports (2002) from 38 companies and 92 reports each for

2003, 2004 and 2005 from 46 companies™.

31 The website can be accessed at the following address, http://www.northcote.co.uk

32 The researcher acknowledged the assistance rendered by the University of Cardiff in providing the colour printer
to be used for this study.

3 The total reports consist of an equal number of annual reports and stand-alone reports. For example in 2000,
the total reports is 38 that means 19 out of this 38 are the stand-alone reports and another 19 reports are the
annual reports S '
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Presented in mathematical form,

Total stand-alone reports = 19 + 28 + 38 + 46 + 46 + 46 = 223 )]
Total annual-reports =19+ 28 + 38 +46 + 46 + 46 = 223 (11

Total reports = () + () =223 + 223 = 446.

Table 4.6 presents details of the stand-alone reports collected for this study. Overall,
a total of 223 stand-alone reports for the period 2000-2005 were successfully
obtained“, and companies listed on FTSE 100 are the main éontributors (96% of the
total reports). Only 4% | of the reports were collected from the non-FTSE 100
companies®, with 68% of the reports being obtained from companies ranked in the
top 50 positions, based on market capitalisation. This implies that 'Iarger compénies
are more likely to produce stand-alone repoﬁs, in the form of a hardcopy, as
compared to their smaller business counterparts. That said, such a remark néeds to
be read with caution, as a printed stand-alone report is not the only option available

to the companies in disseminating the environmental information®.

% The annual report of a company was obtained only if that company produced a stand-alone report within the
stipulated study time period. Thus, an equivalent number or 223 annual reports are gathered accordingly.

% The sample is selected from the list of FTSE 100 companies as at 31 December, 2005. The method for the
collection of reports works backward from 2005 down to 2000. This is due to the rule that requires the selected
companies to produce stand-alone reports in the form of a hardcopy for three consecutive years. Considering that
there are 20 cases where the selected companies are not constituents of FTSE 100 prior to 2005, there is a
possibility that the reports are collected from the companies prior to their listing on FTSE 100 index. '
3 Other communication methods include, infer alia, a dedicated section in an annual report, online reporting, and
advertisements.
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Table 4.6 Stand-alone reports collected from selected companies

Nos Co_Name Activity . 2000 2001 2002 2003 2004 2005 Total
1 Alliance & Leicester " Banks - / / / / 4
2 Anglo American Mining / / / / / / 6
3 AstraZeneca Pharmaceuticals / / / / / / 6
4 Aviva Insurance / / / / / / 6
5 Barclays i Banks / / / / / / 6
6 BG Group Oil and Gas / / / / / 5
7 BHP Billiton Mining / / / / / 5
8 BP - Oil and Gas / / / / / / 6
9 British American Tobacco Tobacco / / / / / 5
10  British Land Real Estate / / / / 4
11 British Sky Broadcasting Media / / / / 4
12 Caim Energy Oil and Gas / / / / / / 6
13 Centrica Utilities / / / 3
14 Diageo Food/Beverages / / / 3
15 Friends Provident Insurance / / / / 4
16 GUS . Retails / / / / 4
17 Hammerson ~ RealEstate / / / 3
18  HBOS Banks / / / 3
19  HSBC Banks / / / / / / 6
2 Chemicals / / / / / 5
21 ImperialTobacco Tobacco / / / / / 5
22  Liberty International Real Estate / / / / 4
23 Lloyds TSB Banks / / / / / / 6
24 M&S Retalils / /7 3
25 Northern Rock Banks 4 / / / / / 6
26 . 02 Telecommunications / / / 3
27 Prudential Insurance / / / -3
28  Reckitt Benckiser Household/Leisure / / / / / / 6
29  RioTinto Mining / / / / / / 6
30  Rolls Royce Aerospace / / / / / / - 6
31 Royal & Sun Alliance Insurance Insurance / / / / / / 6
32  Royal Bank of Scotland " Banks / / / / 4
33 Royal Dutch Shell Oil and Gas / / / / / / 6
34  SABMiller Food/Beverages / / /- / / / 6
35  Sainsbury Retails / / / / / / 6
36  Scottish & Newcastle Food/Beverages / / / / / 5
37 Scottish & Southern Energy Utilities / / / / / 5
38  Severn Trent Utilities / / / / / / 6
39  Shire Pharmaceutical Pharmaceuticals / / / 3
40  Smiths Group Aerospace / / / / / 5
41  Standard Chartered Banks / / / / / 5
42 Tesco Retails * : / / / / 4
43 Unilever Food/Beverages / / / / / / 6
44  Vodafone Group Telecommunications / / / / / / 6
45 WPP - Media / / / / 4
46  Xstrata Mining / / / /. 4
Al ' 19 28 38 48 46 46 223

Notes: This table presents selected companies that produced stand-alone reports. In particular, names of
companies and their activities are presented. / indicates a stand-alone report is produced. An annual report
for the same reporting year of the stand-alone report is obtained from the selected companies to give a total
of 446 reports collected from the sample companies.
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Table 4.7‘ presents the total number of annual reports and stand-alone reports
obtainedfrom the sample companiés based on their acth)ities. Fir_msim/élved in the
banking sectors, oil and gas, mining, food and beverages, ahd insurance are the top
five contributors of\ stand-alone reports covering more than 50% of the total stand-

alone reports for this study.
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Table 4.7 Annual reports and stand-alone reports collected based on activities

€0l

2000 2001 2002 2003 2004 2005

Nos Activity Total firms  Total reports ~ Total reports  Total reports  Total reports  Total reports ~ Total reports  Total
1 Banking 8 8 10 14 16 16 © 16 80
2 Qil&Gas 4 6 8 8 8 8 8 46
3 Mining 4 4 6 8 8 8 8 42
4 Food/Beverages 4 4 6 6 8 8 8 40
5 Insurance 4 4 4 6 8 8 8 38
6 Retails 4 2 2 6 8 8 8 34
7 Utilities 3 2 4 4 6 6 6 28
8 Aerospace 2 2 4 4 4 4 4 22
9 Real Estate : 3 0 0 4 6 6 6 22
10 Tobacco 2 0 4 4 4 4 4 20
11 Telecommunications 2 2 2 2 4 4 4 18
12 Pharmaceutical 2 2 2 2 4 4 4 18
13 Media 2 0 0 4 4 4 4 16
14 Housing/Leisure 1 2 2 2 2 2 2 12
15 Chemicals 1 0 2 2 2 2 2 10

All 46 38 56 76 92 92 92 446

Notes: This table presents total reports collected from selected companies based on activities. Total reports consist of an
equal number of annual reports and stand-alone reports (for example, banking for 2000 consists of 4 annual reports and 4
stand-alone reports). '




4.3 The collection of contents of annual reports and stand-alone reports

The current study employed a content analysis to collect the data from the stand-
alone reports and annual reports, which is consistent with the prévious studies of the
same nature (for the collection of information in annual reports using the content
analysis, see Zeghal and Ahmed, 1990; Hackston and Milne, 1996; Hasséldine et al,,
2005, while for environmental reports, see Rondinelli and Berry, 2000; Montabon et

al., 2007).

Content analysis, according to Weber (1988), is a method of codifying the text or
conterit of a piece of writing into various groups or categories, using selected criteria.
Krippendorff (1980, p.21) defines content analysis as ‘a research technique for
making replicable and valid inferences from data according to their context'.
Generally, content analysis enables researchers to filter large amounts of data into
fewer content categories (Montabon et al., 2007), allowing inferences to be made
from a sample (Krippendorf, 1980; Weber, 1988). According to Krippendorff (1980,
p51),

“content analysis research is motivated by the search for techniques to infer

from data what would be too costly, no longer possible, or too obstructive

by the use of other techniques”.
Content analysis appears to fit the environmental reporting due to the lack of
standardisation (Montabon et al., 2007). Also, prior studies on impression
management, in particular, are found to have employed the same data collectioﬁ
method (see Beattie and Jones, 1952, 2000a, 2000b, 2002a, 2002b; Cllatworthy and

Jones, 2003; Beattie et al., 2008).
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The collection of data for the current study involved a single coder®”. However, the
current study is not the ﬁrst’study to introduce the use of a single coder, as
demonstrated in Jose and Lee (2007). The coded data regardless of the number of
coders, according to Milne and Adler (1999), needs to combly with certain standards

of reliability.

- As Milne and Adler (1999, p.238) contended,

“content analysts needs to demonstrate the reliability of their

instruments and/or the reliability of the data collected using those

“instruments to permit replicable and valid inferences to be drawn from

data derived from content analysis”.
It is argued that the use of a single coder for the current study is able to increase the
reliability of data as data collection procedures are standardised throughout the data
collection process. In addition, the primary supervisor regularly reviewed thg data
that the researcher had collected by randomly comparing them with the original
sources®, _ln all cases, he encountered no irregularities hence, the reliability of the
data for this study. The availability of decision rules that were prepared prior to the
commencement of the data collection process enhances the consistency of data (see -
also Milne and Adler, 1999). The decision rules are viewed as critical considering that
a substantial amount of data is involved in this study. Also, the employment of
decision rules in the current study is consistént with the previous studies that

employed the same data collection approach (see for example Gray et al.,, 1995b;

Hackston and Milne, 1996; Beattie ét al., 2008).

%7 This is an unavoidable consequence of doing a PhD. However, the data is regularly checked by the primary
supervisor to ensure their correctness. This procedure was imposed to increase the reliability of the data collected
for this study. .
% The review by the primary supervisor was made randomly and covered all aspects of data that the researcher
has collected. This included, for example, asking the researcher about the source of data that the researcher had
collected, comparing the recorded data with one from the original source, personally conducting a measurement of
the data from the original source if so required and subsequently comparing his own resuit with the result of the
researcher. in short, the primary supervisor accordingly verified the data that the researcher has collected. This
very same approach has been demonstrated in Jose and Lee (2007).
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The data collected for thié study is also argued to have met the stability level of
reliability. Stability, according to Krippendorff (1980), is the lowest level of reliability
test for content analysis. Stability means that the coding has to be the same each
time, regardless of the number of times and whether or not there exists a gap
between the e_venté (Milne and Adler, 1999). In the context of this study, the use of a
single COder and the presence of decisive rules helped to achieve the stability level of
the data reliability. Also, the data that was captured by a singie coder throughout the
data collection process is argued to have gained an internal consistency*® (Campbell,

2000).

The data collection process for this study is considerably labour-intensive, and was
carried out manually. It involved collecting data related to (1) photographs, (2)
graphs, (3) tables, (4) text, and (5) other related information about the sample
companies. When it concerns the related information about the companies,,thé data
includes market capitalisations, listing status*, earnings before interest and tax, and
business activities of the companies. All this data was collected from the three main
sources of information namely (1) stand-alone reports, (2) annual reports, and (3) the
Thomson One Banker database. All data collected from these sources were recorded

in the same Microsoft Excel file, which is, in a way, a database in its own right.

Table 4.8 presents the number of incidents involving photographs, graphs, and tables
presented collectively in annual ‘reports and stand-alone reports. Overall,
photographs, graphs, and tables are collectively presented in 83% (184 out of 223) of

the annual reports, and 87% (195 out of 223) of the stand-alone reports.

¥ nternal consistency (or internal reliability) is a way of measuring the consistency of data collections. If the data
collection involved-more than one coder, this internal consistency is measured normally using Cronbach’s Alpha.
0 This refers to whether or not the firms are listed on the FTSE4Good index
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Table 4.8 Photographs, graphs and tables presented collectively in corporate reports

Total

2000 2001 2002 2003 2004 2005
Num SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR SAR D AR D
All3 15 16 20 22 29 34 40 41 39 42 4 40 184 <001 195 <0.01**
[%] [79.1] [84.2) [714]  [78.6] [76.3]  [89.5] [87.0] [89.1] [84.8)  [91.3] [89.1]  [87.0] [82.5] [87.4]
<3 4 3 8 6 9 4 6 5 7 4 5 6 39 28
[%] [20.9] [15.8] [286] [214] [237] [105] [13.0] [10.9] [152] [8.7] [10.9] [13.0] [17.9] [12.6]
Total 19 19 28 28 38 38 46 46 46 46 46 46 223 223

[100.0] [100.0] (100.0] [100.0] (100.0] [100.0] [100.0] [100.0] [100.0] ([100.0] [100.0] {100.0] [100.0] [100.0]

[%]

Notes: This table presents total reports that contain all 3 presentational formats (photographs, graphs and tables) and those contain less than three presentation formats.

Figures in parenthesis is the percentage of reports. SAR=stand-alone reports, AR=annual reports. p is a significance value of difference in the rankings of the amount of report
between those having three presentation formats and those having less than three presentation formats. *** represents a significant value of p at the 0.01-level in the two-tailed
Mann-Whitney test. '




4.3.1 Photographs

The Current study captured data of all photographs presented in stand-alone reports
and annual reports. Generally, data collection on photographs invoh)ed (1) the
source, (2) the sizq, and (3) the content. The source of data on photographs is
recorded as either stand-alone report or annual report (where 1=stand-alone reports,
and 0=énnual reports). The identification of the source is important, as photographs
in stand-alone reports will be compared to those of annual reports to determine the
similarities and differences in the attributes of photograph presentations between

these two types of reports.

This study measures the size of all photographs presented in stand-alone reports
and annual reports. This was done by placing a clear A4 size transparency with a
grid of 20 horizontal lines of equal spacing and 5 vertical lines of equal spacing
prinfed on it, over the photograph. An example of this grid is presented in Appendix
E. The size of a photograph is measured based on how many squares were
occUpied by the photograph. In the context of this study, the unit of measurement is
the percentage/portion of a page. This method of measuring size is demonstrated in
Gray et al. (1995b) and replicated in Unerman (2000). However in both studies, the
grid was made by 25 horizontal lines of equal spacing and 4 vertical lines of equal
spacing to give a total of 100 small boxes of equal size. This researcher argues that
pages in corporate reports ére divided into two, or even three, columns in some
cases. Thus, this researcher opines that the use of the amended grid (25 horizontal
lines x 4 vertical lines), rather than that of the traditional grid (20 horizéntal lines x 5
vertical lines) introduced in Gray et al. (1995b), is more appropriate. This is due to

the presentation nature of photographs and graphs where the measurement of height
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is normally greater than the measurement of width*'. Albeit the amendment in the

composition of the grid, it still requires a total of 100 small boxes to make up a page.

When it concerns the contents of a photograph, this study differs from previous
studies conducted by' Davison (2002) and de-Groot et al. (2006). Davison (2002)
described the content bf a photograph while De-Groot et al. (2006) assigned themes
to images in photographs per se.In the current study, photograph images are
separated between the foreground images and backgrc'>und images. The reason is
simply because this researcher attempted to minimise the involvement, and thus
avoid trying to producé ank‘impressionistic description of a photograph that may differ
from the perceptions of other. Taking, for example, a photograph of an old man
sitting on a bench in a park, one might described the photograph .as depicting a man
having a rest after a long walk. Others however, might view this very same
photograph as featuring a lonely man, a single male, or a homeless citizen, and so

on.

By capturing the images in a photograph in terms of foreground and background
images, a researcher can conduct a test, independent of the researcher's personal
opinion, on the type and nature of the photograph. Where it concerns the type of a
photograph, is it showing, for example, humans, animals, or is it just a panorama?
When it concerns the nature bf a photograph, has fhe shot been taken in a building,
has it been taken outside the building, in the jungle, on top of a hill, and so on.

Overall, this researcher decided to capture the number of incidents, including detail

of the photograph, and classified them into six different categories*?. The first

41 This is because the height is divided into a total of 25 small boxes of equal size for the amended grid, rather
than 24 small boxes as for the traditional grid.

42 This information involving a photograph is captured in addition to the other information earlier collected, namely,
the source of data — stand-alone report or annual reports — and the size of a photograph.
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category is the image in the foreground. The second,categbry is the image in the
background.‘The third category involved whether a photograph is a portrait, or a non-
portrait photograph*® (1=portrait, 0=non-portrait). The fourth category is the nature of
human images (O=unidentified, M=a single man, M1=men, F=a single woman,
F1=women, C=a child, C1=children, MX=a combine group). The fifth category is the
attire of ‘hum‘ans in a’photograph (1=formal, 2=casual, 3=wearing special costume).

The sixth category is the size of a photograph*.

There are six different themes that are used tb describe both the foreground and the
backgrpund images in photographs. The first theme is humans at a workplace (coded
as 1). The second theme is humans not at a workplace (coded as 2). The third theme
is a workplace*® (coded as 3). The fourth theme is the nature (coded as 4), which
refers to the natural environment, including, infer alia, a river, an ocean, trees, a
mountain and the sky The fifth theme is animals*® (coded as 5). The final theme is
others (coded as 6) that include, inter alia, a playground, a café, a bar, a car, a house

and a street. All these plus other aspecté of decisive rules related to the contents of
a photograph are presented in Appendix F. Samples photographs of different

photographs themes are presented in Plate 4.1-4.3.

In order to have a better understanding on the data collection involving photographs,
the researcher provides below an illustrative example for the coding of a photograph
of a man sitting on the bench in the park, viz.,

S

[1] Foreground =2 (humans not at a workplace)

3 A portrait photograph refers to a close reference of a photograph to its subject that makes it appear to present -
the truth of the subject in the foreground (David, 2001)

“ The unit of measurement is the portion of a page that is represented by the number of boxes being occupied by
the photograph as a whole.

% Also included are equipments, tools, and machineries efc. -

% A theme of ‘animals’ rather than ‘other living creatures’ is used for reasons of simplicity.
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4.3.2 Graphs

This study firstly captured the total number of graphs présented in stand-alone
reporté and annual reports. This information is important to iﬁvestigate the trend in
the number of graphs presented in stand-alone reports and annual reports over time.
Further, all graphs p}esented in the stand-alone reports were analysed in a greater
detail. The reason is to investigate the existence of graphs that were éonstructed, not
according to vthe proper design and construction of graphs, hence indicating the
presence of impression management (Beattie and Jones, 1992). This part of the
investigation has resulted in the collection of ten additional information involving
graphs presented in stand-alone reports. The first is the type of graph (B=bar,
C=column, L=line, P=pie). The second is the title of a graph. The third is the
identifiable causes of distortion, and the type of special effect in a graph (0=no
special effects, {1=non-zero axié, 2=broken axis, 3=non-arithmétic scéle, 4=non-scale
axis, 5=negativé ‘values omitted/truncated, 6=multiple scale, 7=3-dimevn‘sional,
8=colour scheme, 9=others). The fourth is the length of a comparison period in years.
The fifth is the outcome of an immediate comparison between the performance of the
last repdrting year and the performance of the previous year (O=unfavourable or

)*. The sixth is the outcome of comparison over time between the

1=favourable
performance of the last reporting year and the performance of the first year provided
that the gap between these years is more than two (O=unfavourable or

1=favourable). The seventh is the GDI*® for the immediate comparison, item fifth.

® The information relating to the nature of performance comparison concemns only the bar and column types of
graphs. Performance comparison involving other. types of graph, such as pie and line graphs is not part of this
study, hence are not analysed. In the case of the bar and column types of graphs, a higher column (or a longer
bar) for the cument reporting year, as compared to the previous reporting year is argued to demonstrate an
improvement in the performance, with respect to good news, and vice versa. That said, these procedures in
determining good news and bad news depends on what the column and bar represents. For example, in the case
of energy consumption, a reduction in consumption for the current reporting year is represented by a lower height
of column (or a shorter bar). This lower column (or a shorter bar), when compared with a higher column (or a
longer bar) represented the consumption for the previous reporting year, demonstrating an improvement in
performance, which reflects good news, and vice versa. Where it concemns the coding, an improving performance
is recorded as favourable; a declining performance is recorded as unfavourable, while unchanged performance for
it was not part of this study and thus, was not recorded. ;

% The calculation of the graph discrepancy index (GDI) involved column and bar types of graph only.
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The‘eighth is the GDI for the comparison over time, item sixth. The ninth is the
environmental theme (1=material, 2=energy, 3=water, 4=biodiversity, 5=emissions,
effluents and waste, 6=products and services, 7=compliance, 8=transports,

9=overall). The last information captured on graphs presented in stand-alone reports

is size.

When it coné.erns the graph discrepahcy index (GDI), the current study adopted the
same method of calculating the GDI as demonstrated in previous studies (see, for
example, Beattie and Jones, 1992, 2002b; Courtis, 1997; Beattie et al., 2008).
Related to this, the true data and the height of the column/bar of the base year are
compared to the true data and the height of the column/bar of the comparison year.

Detail on the calculation of GDI is presented as follows,
GDI = [(a/b)-1] x 100% where
' a = percentage change (in centimetres) depicted in the graph, i.e.

[height of last column — height of first column] x 100%

height of first column
- b = percentage of changes in the data.
As an example, if a company’s profits rise from £10m to £20m over a five-year
period, and this is portrayed in a column graph with the height of the column for year

1 (base year) being 5cm and the height of the column for year 5 (comparison year)

being 10.5cm, then the GDI is calculated as follows;
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GDI =[(110/100)-1] x 100% = 10% where a =[(10.5-5)/5] x 100% = 110,

and b =[(20-10)/10] x 100% = 100

A GDI of zero percent indicates that the graph is properly constructed. In other
words, there is no measurement distortion. Tufte (1983, p.57) contended that a GDI
value greater than +5 percent or less than -5 percent implies that the graphs are
materially disforted. A value higher than +5 demonstrates that the graph exaggerates
the trend, and a value lower than -5 means the graph has understated the trend.
Beattie and Jones (1992) argued that distortions in excess of 5% in either direction —
positive or negative — indicate substantial distortion, far beyond minor inaccuracies in
plotting. This study embraces the same strictures. Presented below in Plate 4.4 is an
illustration of a distorted graph. Graph X is the base graph while graph Y is the
distorted graph. The height of the second last column as well as the last columns of
graph Y with the carrying values of 40 and 50 respectively had been increased to

portray the performance more favourably than is warranted.

Plate 4.4 An illustration of a distortion of a graph.

Graph X ' Graph Y 5

2 0

2 : 20

10 . 10

When it concerns environmental themes, this study examined the title of each

environmental graph and then matched it with the appropriate environmental theme

/
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suggested in the second generation of Global Reporting Initiatives (GRI) guidelines,
introduced in 2002. The themes appearing in the third generation of GRI (better
known as G3) are not taken into consideration as the G3 guidelines were introduced
in 2006, which is beyond the period covered by the current study (2000-2005
inclusive). The GRI ihemes are chosen because these themes are viewed as future
references for a standardisation in environmental reporting. An appropriate code for
the envi_ronrhental theme as per GRI guidelines is assigned accordingly to the

respective environmental graph.

When-it concerns the size of a graph presented in stand-alone reports, the same
approach in measuring the size of a photograph is employed. The measurement of
size is restricted only to graphs presented in stand-alone reports due to an infancy of
research on graphs in stand-alone reports. By contrast, there are a substantial
number of studies that addressed various presentation aspects of graphs in annual
reports, hence their exclusion. Other decision rules related to the collection of data
on graphs, in particular those involving the identifiable causes of distortion and |

special effects, are presented in Appendix G.

Overall, this study ahalysed a total of 6,062 graphs presented in stand-alone reports
(2,690 graphs) and annual reports (3,372 graphs) over the period of six years (2000-

2005 inclusive).

4.3.3 Tables

This study firstly captured the total number of tables in stand-alone reports and
annual reports. This information is important in investigating the trend in the number
of tables presented in these two reports over time. Also, this study analysed the
tables presented in stand-alone reports in greater detail. The reason is to investigate

the existence of the presentation of favourable, rather than unfavourable, information
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on environmental-related activities. In the case where such phenomenon is detected,
then the company is asserted to have exercised the impression management
strategy of performance comparison. This part of the investigation has resulted in the
collection of additional information, seven factors altogether, on tables presented in
stand-alone reports. The first is the title of a table. The second is the length of
comparison period in years. The third is the total number of environmental items
presented in the table. The fourth is the outcome of the immediate comparison
between the performance of the last reporting year and the performance of the
previous year (O=unfavourable, 1=favourable)®. The fifth is the outcome of the
comparison over time between the performance of the last reporting year and the
performance of the first year provided that the gap between these years is more than
2 (O=unfavourable, 1=favourable). The sixth is the environmental theme (1=material,
2=energy, 3=water, 4=biodiversity, S5=emissions, effluents and waste, 6=products
and services, 7=compliance, 8=transports, 9=overall)®*’. The last information on
tables that this researcher has captured is the size of the table. When it concerns the
measurement of size of a table, the same stricture in measuring the size of graphs
and photographs are adopted. Other decision rules related to the collection of data

on tables are presented in Appendix H.

Overall, this study analysed a total of 28,678 tables presented in stand-alone reports
(1,560 tables) and annual reports (27,118 tables) over the period of six years (2000-

2005 inclusive).

% The current study employs similar recording rules and procedures for graphs where an improving performance
presented in table is recorded as favourable (coding as 1) whilst a declining performance is recorded as
unfavourable (coding as 0). Cases involved no change in the performance is not recorded as it is not part of this
investigation. _ '

5! The current study used the same environmental themes as appeared in the 2002 release of the GRI guidelines
to match with the fitie of a table. This environmental theme is employed throughout this study to ensure a
consistency in the understanding of what a particular environmental theme means or refers to. Also, this is to
ensure that the standardisation in the environmental themes employed is maintained throughout the investigation
process up to the completion of this research.
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4.3.4 Texts

This study collected data on texts presented in stand-alone reports only. The data is
used to examine the arﬁount of good news as compared to the amount of bad news.
In the case where the amount of good news is more than the amount of bad news,
the reporting companies are asserted to have exercised impression management
(Clatworthy and Jones, 2003). The unit of measurement used for texts is the number
of words. A similar unit of measurement is widely used in previous studies on textual
characteristics (see for example Clatworthy and Jones, 2006). The reason for the use
of words as a unit of measurement is because a word is the smallest unit in
determining the length of a text, thus providing a more accurate measurement as
compared to the number of sentences (Deegan and Gordon, 1996). Also, the number
of sentences does not account for different words conveying the same message

(Milne and Adler, 1999).

The scope of texts analysed in this study was restricted only to issues related to
global wa_rming. Global warming was chosen for being the current issue of
environmental concern. Texts on global warming presented in two different sections’
of the stand-alone reports are captured. The first section is the Chairman'’s Statement
(coded as 0). Related fo this, there are cases where the statement presented in the
chairman’s statement section of the stand-alone reports comes from other top
officials (0=non-chairman, 1=chairman). Such information is céptured accordingly for
it gives an indication of the commitment of the chairman in pursuing the
environmental agenda of the company. The second section was the environmental
disclosure section (coded as 1). The investigation on texts is restricted to these two
sections only rather than the entire stand-alone reports due to an enormous amount

of data that the researcher needs to be dealt with, in a limited period of time.
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The collection of data on texts involved three steps. Firstly, the researcher produced
a document file that contained all information presented in the section for the
Chairman’s Statement as well as those presented in the environmental section of the
stand-alone repoﬁ. Secondly, the researcher exported the said file into the
application software of NVivo®. Thirdly, the researcher read each and every
sentence in the file to identify the category for the statement on related environmental
performance; and subsequently coded this sentence as favourable, unfavourable, or
neutral, using the NVivo software. Analysing statements related to global warming is
a tricky process indeed. Taking, for example, the disclosure about the release of
emissions to the air, an increase (decrease) in the amount of emissions is in fact a
decline (improvement) in performance, hence coded as unfavourable (favourable).
The employment of manual analysis of the texts in the current study was unavoidable
due to a critical requirement for a proper understanding of the context of information

that had' been presented.

Overall, this study captured a total of 258 incidents (28, 974 words) of good news —
bad news on global warming presented in the Chairman's Statement and
environmental disclosure section of the stand-alone reports over the period of six

years (2000-2005 inclusive).

4.3.5 Other information on companies

This study also captured other relevant information about the companies. This
information was either extracted from the Thomson ONE Banker database, or
generously provided by FTSE®. This information is used to investigate the influence

of company characteristics on the number of presentation formats of photographs,

52 This study used Nvivo version 7.

53 The researcher highly appreciates and thanks FTSE for the assistance in providing the list of companies listed
on the FTSE4Good from 2001-2005 inclusive. The list is used as a source fo capture three related pieces of
information. First are the firms’ market capitalisations. Second is the list of companies listed on FTSE4Good index.
Third is the firms' business sector. ,

119




gfaphs, and tables in stand-alone reports and annual reports. Useful information
extracted from the Thomson database was company earnings before interest and tax
(EBIT) for the period Qf 1999 - 2005. This information is used to calculate whether or
not the financial performance for the current reporting year had improved or not
improved, in comparison to that of the previous reporting year. Those companies With
EBIT of the current reporting year greater than the previous year were regarded as
having an ihprovement in performance while those companies with an EBIT equal
to, or less than, the previous year were regarded as having a non-improvement in
their performance (0O=non-improved performance, 1=improved performance). This
very same method was used in the previous studies in classifying the performing and

the non-performing companies (see for example Clatworthy and Joneé, 2001).

The following three related types of information on companies are gathered from
FTSE. The first is the list of companies listed on FTSE4Good for the individual year
from 2001-2005 inclusive®. The second is the market capitalisation of companies for
the individual year from 2000-2005 inclusive, and the third information is the
business sectors of selected companies. Information on market capitalisation is used
as a proxy for size. Using this information, the sample is divided into two groups,
namely smaller companies, and larger companies, using the median as the cut-off
value. Companies whose market capitalisation is more than the median are
categorised as larger companies, while companies whose market capitalisation is
equal to, or less than, the median are categorised as smaller companies (O=smaller
companies, 1=larger companies). A median, rather than a mean, of market
capitalisation was used as a cut off value in segregating companies according to size
to minimise the size effect being distorted by the size of top 10 FTSE companies. By
using the median as a cut off value, the total number of companies in the larger

group and the smaller group are equally divided. Information on the business sector

5 FTSE4Good index was introduced only in 2001.
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is used to categorise companies in the sample into their respective groups of either
environmentally sénsitive, or environmentally non-sensitive (O=environmentally non-
sensitive, 1=ehvironméntally sensitive). Information about the companies listed on
FTSE4Good was used to divide all the 46 companies in the sample into those
companies listed on FTSE4Good, and those companies not listed on FTSE4Good

(0=non-FTSE4Good, 1=FTSE4Good).

4.4 Data analysesv

The unit of ahalysis for the data collection is the presentation formats of photographs,
graphs, tables, and texts. This enabled an examination to be conducted on the trend
relating to the use of respective presentation formats in stand-alone reports and
annual reports. The analysis of data involves a statistical testing in order to prove the
hypotheses that were developed in Chapter 3, supra. Results from the statistical
testing will be used to provide answers to the research questions stated in Chapter 1,
supra. Prior to that, the data needs to be tested in terms of its normality. Only then
could an appropriate statistical testing — parametric or non-parametric — be
employed. This is to avoid thg employment of an incorrect statistical testing that

could jeopardise the validity of the results.

4.4.1 Normality test

First and foremost, the selected sample needs to be tested in terms of its normality.
This test is important for it determines the appropriate statistical testing to be
employed for the data analysis. If the sample fits the normality assumptions, then a
parametric test would be used. Otherwise, a non-parametric test has to be employed.
The data is considered as normal if it is symmetrically distributed around the centre
of all scores resulting in a bell-shaped curve (Field, 2005). The ideal curve is where

the majority of scores lie around the centre of the distribution, and decreasing in

121




frequency as we get further away from the centre in either direction, left or right. In

this case, according to Field (2005, p.13),

it is possible to calculate the probability of getting particular scores based

on the frequencies with which a particular score occurs in a distribution with

these common shapes.’
The more the majority of scores deviate from the centre, the more likely it is that the
data are non-normally distributed. Thus, to be able to employ a parametric test,
normally distributed data is the first of the four assumptions. Homogeneity of variance
is the second assumption. Variance is the average error between the mean, i.e. the
hypothetical value representing a summary of data, and the observation made (Field,
2005, p.6). Thus, this second assumption entails that the variances should be the
same throughout the data (Field, 2005, p.64). The third assumption is uniform
interval data, i.e. the distance between the points on a scale should be equally
spaced along the scale (Field, 2005, p.64). The fourth, and final assumption, is
independence of data, which means that the behaviour of one participant does not

influence the behaviour of another participant (Field, 2005, p.64).

According to Field (2005), only two assumptions can be tested, namely the first
assumption and the second assumption. The third and the last assumptions are
tested only “by common sense” (Field, 2005, p.65). The Kolmogorov-Smirnov (K-S)
test for normality was used to test the first assumption. Related to this, the null
hypothesis of the K-S test is that the data is non-normally distributed. This mean, if
the K-S test produces a significant result, then the data is non-normally distributed,
while the non-significant result of a K-S test indicates that the data is normally
distributed. When it concerns homogeneity of variance, the Levene test was used to
test for equal sample variance. The null hypothesis of the Levene test is that the

variance is not significantly different. That means, if the Levene test is significant,

7
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then the null hypothesis is rejected, indicating that the variances are significantly

different. In the case of a non-significant result from Levene's test, this indicates that

the variances are not significantly different, or are equal. Generally speaking, the

non-significant results from both the K-S test and Levene tests suggest the

employment of a pérametric test. By contrast, significant results from these two tests

indicated that the data is non-normally distributed, in which case, a non-parametric

test has to be employed.

Table 4.9 presents the analysis results of the normality test for the selected items. In

most K-S tests, and all cases for the Shapiro-Wilk (S-W) tests®, the results are

significant. This indicates that the data is non-normally distributed, thus a non-

parametric test needs to be employed.

Table 4.9. The normality tests on selected items

Kolmogorov-Smimnov test (N=223)

Shapiro-Wilk test (N=223)

Annual Report Stand-alone report Annual report Stand-alone report
ltems D p D p z p y4 p
No of pages 0.0045  0.9960 -0.7848  0.0000 *** 5.5800 0.0000 ** 9.5660 0.0000 ***
No of photographs  0.1256  0.0300 ** -0.0628  0.4150 6.4280  0.0000 ™ 6.3510 0.0000 ***
No of graphs 0.0045  0.9960 -0.1031  0.0930* 7.7540  0.0000 ** 6.6420 0.0000 **
No of tables 0.0000  1.0000 -0.9910  0.0000 *** 6.1240  0.0000 *** 8.9720 0.0000 **
No of words 0.4305  0.0000 *** 0.0000  1.0000 7.2970  0.0000 *** 0.0000 ***

9.1210

Notes: This table presents the results of normality tests on selected items. ***, ** and * represent significant values of p at the 0.01, 0.05 an

level. A non-significant value indicates that the data is normally distributed

S

% The Shapiro-Wilk test is similar to the Kolmogorov-Smirnov test in the sense that both tests examine whether
the distribution of scores is significantly different from a normal distribution. A significant value indicates a
deviation from normality. Between the S-W test and K-S test, the earlier test generally produces a more accurate
result than the latter. For details, see Field (2005, p. 527).
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4.4.2 Statistical testing

The non-parametric statistical testing is employed to examine the data from three
different aspects. In all cases, the statistical tools were used to test the differences
between the two independent groups. The first test examined the difference in the
characteristics of the reports (stand-alone reports and annual reports), and fhe
number of presentation formats (photographs, graphs and tables) presented in these
two types of reports. For example, a Mann-Whitney test is employed to test the
differences in the number of pages of annual reports and stand-alone reports. The
second test examined whether a company’s characteristics (size, listing status,
performance, and activity) have an inﬂuence on the number of report pages as well
as on the number of presentation formats (photographs, granhs and tables) used.
For instance, a Mann-Whitney test is employed to test the influence of size on the
number of report pages. The third test examined the correlation between company’s
characteristics and impression management involving photographs in annual reports
and stand-alone reports, and graphs, tables, and texts in stand-alone reports. Taking
graphs for example, a Mann-Whitney test is employed to test the influence of size on
the presentation of favourable news and unfavourable news in graphs. It becomes.
apparent that a Mann-Whitney test was used widely in this current study to test the
differences between the two independent groups, where the distribution of data is not
normal. In addition, and due to the non-normal distribution of data, Spearman’s
correlation coefficient is employed to measure the association between the selected

company characteristics (size, listing status, performance, and activity).

4.4.2.1 Mann-Whitney Test

A Mann-Whitney test is a non-parametric test that has been used extensively in the
current study. This test is virtually identical to the parametric test for an ordinary two-
sample t-test. This test is used to eompare two independent groups of sampled data,

and tests the null hypothesis that the two samples come from identical populations.
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For this tést, the raw data from samples A and B are combined. To illustréte, let n(A)
and n(B) represent the number of observations for A and B, giving the combined
data, N=n (A) + n (B); The data from N is ranked from lowest to highest, which
means that the group with the lowest mean rank is the group with the greatest
number of Iowef éco‘r_es in it. This ranked data, N, is then re-sorted into their original
samples, A and B. A significant result indicates that the null hypothesis is rejected in
favour. of thé alternéte hypothesis, which means that the two samples come from
different populations. In simple words, the two groups are significantly different. This
test is usually performed as a two-tailed test rather than a one-tailed test.
Nonetheless, the one-tailed significant value can be obtained by dividing the two-
tailed significant values by 2 (see Field, 2009, p.551). In the case where the data
appears to be normally distributed, a S-W test is employed to confirm the results
produced by the K-S test. Field (2005, p.527) argues that in general, the S-W test is
more accurate. This confirmation procedure is important, at least in the context of this

current study, to ensure that an appropriate testing mechanism is beihg employed.

4.4.2.2 Spearman’s correlation coefficient

Spearman’s correlation coefficient is a non-parametric test that is used to measure
the strength of the association or relationship between two variables. This
association means that the changes occur in one variable from the mean results in
similar changes in the other variable. In other words, if a relationship between the two
variables exists, whenever one variable deviates from its mean, 'the other variable
should deviate from its mean, either in the same or the opposite direction (Field,
2009 p.168). Spearman’s test works by firstly ranking the data and then applying the
Pearson correlation coefficient to those ranks (Field, 2009 p.180). The value of
Spearman’s rho, which represents the strength of association between the two
- variables, lies between -1 and +1. A coefficient of -1 indicates a perfect negative

relationship while a coefficient of +1 indicates a perfect positive relationship. In the
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case of a perfect negative relationship, when one variable increases, the other
variable decreases by a proportionate amount. As for the perfect positive
relationship, when oné variable increases, the other variable increaées by a
proportionate amount. The coefficient of zero indicates of no relationship exists,

which means that when one variable changes, the other variable stays the same.

4.5 Summary

This chapter explains .the methodological aspect of the current research. The current
study adopted a positivist approach in conducting the research, following the
adoption of a similar approach as demonstrated in the previous studies of the same
nature. The data collection technique employed in the current study involved
secondary data. That said, the current study established a sample comprised of a
total of 46 FTSE 100 companies by using a purposive sampling technique. A
statistical test suggested that the 46 selected companies in the sample is a
signiﬂcani representation of larger companies listed on FTSE 100 index. It was from
these selected companies that the current study successfully obtained a total of 446 -
reports that consist of an equal number of annual reports and stand-alone reports for

the years 20002005, inclusive.

Most of the reports were obtained directly from the companies in the form of a
hardcopy version, primarily due to the need to measure manually the size of
photographs, graphs, and tables presented in those reports. Apparently, the higher
the position of the company in the FTSE 100 ranking based on market capitalisation,
the greater the possibility that the company would produce a hardcopy of a stand-
alone report. By contrast, the lower the position of the company in the FTSE 100
rankings based on market capitalisation, the lesser the possibility that the company

would produce a stand-alone report in the form of a hardcopy.
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The curfent study employed content analysis to éapturé data involving the
presentation of photographs, graphs and tables in those 446 reports. In addition,
information related to texts in the Chairman’s Statement and the environmental
reporting sections of stand-alone reports are captured and later coded as either
favourable news or unfavourable news. Other related information on companies that
include ‘market capitalisation, listing status on FTSE4Good index, EBIT and activity
were also collected. This information was subsequently used to examine the
influence of company characteristics on the presentation of photographs, graphs and
tables in annual reports and stand-alone reports. Information related to market
capitalisation and EBIT, acted as the proxy for size and performance, respectively.
Apparently, the curreht study employed the non-parametric test for data analyses
due to the non-normal distribution of data. Specifically, the Mann-Whitney test is
used widely throughout this study. Results from the data analyses are presented in

the subsequent three chapters, Chapters 5, 6 and 7 infra.
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Chapter 5: Results — The length of reports & the
| rankings of presentation formats

5.0 Introduction
This chapter presents the results from the anaylyses on thé length of annual reports
and stand-alone reports, and also results from the analyses on photographs, graphs,
and tables presented in tho#e reports. When it concerns the presentation formats,
two similar analyses were conducted for each of these presentation formats. The first
analysis is on the total number of the respective presentation formats presented in
annual reports and stand-alone reports for both, the individual years as well as over
time. The second analysis is on the difference in the number of the respective
presentation formats presented .,between annual reports and stand-alone reports.
Apart of the' total number, further analyses were also conducted on photographs and

graphs and the results of the analyses were presented accordingly.

The remainder of this chapter is structured as follows. The following section, Section
5.1, presents results from the analysis on the length of annual reports and stand;
alone reports. The ‘next section, Section 5.2, presents results from the analysis on
the ranking of photographs, graphs, and tables presented in those reports. The
subsequent section, Section 5.3, presents the results from detail analysis on the
respective presentation formats. The last section, Section 5.4, is summary that

concludes this chapter.
5.1 The length of annual reports and stand-alone reports

Table 5.1 presents the total number of report pages of annual reports and stand-

alone reports for the individual years, as well as over time. This study analysed the
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difference in the number of pages of annuai reports and stand-alone reports®.
Results from a Mann-Whitney test indicated that there are significant increases in the
number of pages invofving annual reports (p<0.01) as well as stand-alone reports
(p<0.05), thus supporting hypotheses H;, and Hj. Also, a Mann-Whitney test
suggested that the number of pages is signiﬂcantly more in annual reports with the
mean number of pages of 115.6, than the number of pages in stand-alone reports

where the méan number of pages is 42.9 (p<0.01), thus supporting hypothesis Hy..

% When it concerns the comparison over time, the number of pages of annual reports and stand-alone reports of
2005 are compared against the number of pages of the respective reports for 2000 to justify whether there is any
significant difference in the lengths of these reports.
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Table 5.1 Total report pages

i

2000 2001 2002 2003 © 2004 2005 Total

Repor( type . TP % Mean p TP % Mean p TP % Mean p TP % Mean p TP % Mean p TP % Mean p TP % Mean p
Stand-alonereport 578 236 304 ... 898 243 321 . ... 1505 270 396 _ .. 1985 275 432 ... 1940 263 422 .. 2670 295 580 ... 9576 27.1 429 .
Annual report 1867 764 983 2 2a00 757 10007 O a2 730 107 PO sp0 725 114 0T s 737 118 OO 67 705 138 OV a6 729 1156 O
Al 2445 100.0 3700 100.0 5577 100.0 7225 1000 7388 100.0 9037 100.0 35372 1000

~
-

Notes: This table compares total pages (TP) between stand-alone reports and annual reports. In particular the percentages and mean péges for annual reports and stand-alone reports are presented. p is the significance value
of difference in the rankings of total pages between stand-alone reports and annual reports. *** represents a significant value of p at the 0.01 level in a two-tailed Mann-Whitney Test.
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5.2 The ranking of presentation formats

Table 5.2 presents the total number of photographs, graphs, and tables in annual
reports and stand-alone reporté. Overall, 62% of présehtation formats involved are
tables ‘(28,678 incidenfs), 25% 'a’re photographs (11,821 incidents), and 13% are
graphs (6,062 in'éidénts). That said, there are a total of 5,866 photographs (5955 .
photographs), 27,118 tables (1560 fables), Yand 3372 graphs (2690 graphs)
presented in the annual reports (the stand-alone reports) within the 6-year périod of
the study from 2000 to 2005, inclusive. In terms of percentage of presentation
formats in annual reports (stand-alone reports), 75% (15%) are tables, 16% (58%)
are photographs, and 9% (26%) are graphs. This means that tables are ranked in the
ﬁfst position in the ranking of. favourite presentation formats in annual reports,
followed by photographs ahd graphs in the second and third positions, respectively.
Meanwhile, photographs are placed in the first position in the ranking of favourite
présentation formats in stand-alone reports, followed by graphs and tables in the

second and third positions, respectively.
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Table 5.2 Total photographs, graphs and tables in annual reports and stand-alone reports

2002

2000 2001 , 2003 2004 2005 Total |
Format SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR SAR, AR Al
Tables 133 2024 167 2988 216 4313 224 5403 354 5577 466 6813 1560 27118 28678
[%] [16.0] [71.8] [146] [72.0] [121] [73.0] [14] [728] [165] [75.1] [199] [789] (152 [746] [61.6]
Photographs 429 518 653 760 114 1018 1261 1340 1215 1181 1283 1049 5055 5866 11821
%] [51.8]  [18.4] (67.1]  [18.3] 621 [(17.2] [646] [18.1] (66.7] [15.9] 647  [12.9] [68.4] [16.1] [25.4]
Graphs 267 275 324 400 463 580 468 677 573 664 505 776 2690 3372 6062
[%] [322] (98] [283] [97] [258) [9.] [240]  [0.1] [26.8]  [9.0] [254]  [9.0] [264] [93] [13.0]
Al 829 2817 1144 4148 1793 5911 1953 7420 2142 7422 2344 8638 10205 36356 - 46561
[%] [1000] [1000]  [100.0] [100.0]  [100.0] [100.0]  [100.0] [100.0]  [100.0] [100.0}  [100.0] [100.0]  [100.0] [100.0] [100.0}

Notes: This table presents total photographs, graphs and tables in annual reports and stand-alone reports. Figures in the parenthesis is the percentage of reports.

SAR=stand-alone reports. AR=annual report.




5.3 Detail analyses on presentation formats

Presentation formats of photographs, graphs, and tables presented in annual reports
and stand-alone reports are analysed in a greater detail in order to have a better
understanding about the similarities and differences in terms of their attributes

between these two different types of reports.

5.3.1 Photographs

Photographs presented in annual reports and stand-alone reports are analysed from
six différént perspectives, namely, (1) total number; (2) size; (3) the foreground
image; (4) the background image; (5) humans in photographs; and (6) portrait

photographs.

5.3.1.1 Total number

Table 5.3 presents the total number of photographs presented in stand-alone reports

and annual reports from 2000-2005, inclusive. O\(erall, the mean number of
photographs in the annual reports and stand-alone reports are 26.7 and 26‘.3,

respectively. That said, there were no photographs presented ih 8% of the reports .
(37 out of 446 reports — 9 stand-alone reports and 28 annual reports). Indirectly, this

means that 92% of the reports presented at least one photograph. This indicates that

companies are more likely to presenting, rather than not presenting, photographs in

their annual reports and stand-alone reports. Also, photographs are more likely to be

exhibited in the stand-alone reports, rather than, in annual reports.

L
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Table 5.3 Number of photographs in stand-alone reports and annual reports

79 [6.3]

, 2000 2001 2002 2003 2004 2005 Total
Total number SAR AR SAR AR SAR__AR SAR AR SAR AR SAR AR SAR AR Al
No photographs 0 3 4 6 1 4 0 5 2 4 2 6 9 28 37
[%] [15.8] [14.3] [214] [26] [105] [10.9] [43] [87] [4.3] [13.0] [4.0] [126] 8.3]
1-10 4 3 6 2 9 9 9 9 10 1 9 10 a7 M 91
(%] [21.1] [15.8] 14] [7.4] [23.7] [23.7] [19.6] [19.6] [21.7] [239] [19.6) [21.7] [21.1] [19.7] [20.4]
1 - 20 7 3 7 4 8 3 8 7 1 9 12 7 53 33 86
%] [36.8] [15.8] [25.0) [14.3] [211] [7.9] [17.4] [15.2] [23.9] [19.6] (26.1] [15.2] [23.8] [14.8] [19.3]
21 - 30 4 2 5 4 7 6 1 6 9 8 6 10 4 3 77
[%] [21.1] [105] [17.9] [14.3] [18.4] [15.8] [23.9] [13.0] [19.6] [174] [13.0] [21.7] [184] [16.1] [17.3]
31 - 40 0 2 0 4 1 6 7 4 4 4 7 5 20 25 45
%] [10.5] [14.3] [26] [15.8] [15.2] [8.7] 8.7] [8.7] [15.2] [10.9] C[8.0] [11.2] [10.1]
41 - 50 3 2 1 2 5 5 7 6 2 4 2 4 20 23 43
%] [15.8] [10.5] 36] [7.1] [13.2] [13.2) [15.2] [13.0] 431 [B.7] [43] [8.7] [9.0] [103] [9.6]
51 - 60 0 2 2 5 2 2 2 2 2 1 2 1 10 13 23
%) [10.5] 71 (179 53] [5.3] 43 [4.3] 43 [2.2] @431 2.2 [45 [5.8] 5.2]
61 - 70 0 2 1 1 2 1 2 5 5 3 2 1 13 13 2
[%] [10.5) [36] [3.6] 53] [2.6] [4.3] [109] [10.9] [6.5] [43] [2.2) 58] [5.8] [5.8]
> 70 10 2 0 3 2 0 2 12 4 2 0 8 18
[%] [5.3] [71] [4.3] 22 [43] 87] [4.3] [45] [36] [4.0]

(continued)
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Table 5.3 (continued)

‘ 2000 2001 2002 2003 2004 2005 Total
Total number SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR SAR__ AR Al
Total report 19 19 28 28 38 38 46 46 46 46 6 46 225 223 446
Total percentages 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Total photos 429 518 653 760 1114 1018 1261 1340 1215 1181 1283 1049 5955 5866 11821
Mean : 26 273 233 - 2741 293 2638 274 294 %4 257 279 228 267 263 25
Std dev 177 238 244 221 %7 247 167 293 214 261 235 206 20 247 233
Min 1 0 0 0 0 0 1 0 0 0 0 0 0 0 0
Max 74 68 9 70 113 105 70 144 73 114 91 84 13 144 144
pB 0.84 0.52 0.71 0.54 0.57 0.34 0.43 .
. . . . 060 0.54 . ;

pO -

Notes: This table presents total number of stand-alone reports (SAR) and annual reports (AR) with photographs. The figure in parenthesis is the percentage of reports from

the total. The total number and the mean of photographs in stand-alone reports and annual reports are shown. pB is the significance value of difference in the rankings of

total photographs of the two samples (SAR and AR) and pO is the significance value of that rankings over time for the individual sample in a two-tailed Mann-WhitneyTest.




Altogether, there are a total of '11,821 photographs presented in 409 reports®, within
the 6-year period of the study. Out of 11,821 photographs, 50.4% (5,955
photographs) are presented in 214 stand-alone reports, and 49.6% (5,866
photographs) are presented in 195 annual reports. Indirectly, this means that the
mean number of \photographs in photograph-using stand-alone reports and
photograph-using annual reports are 27.8 and 30.'1, respectively. Subsec]uently, a
Mann-Whitney test is used to test the difference in the number of photographs
between stand-alone reports and annualv reports®® and the result is not significant
(p>0.1). This non-significant result suggests that the number of photographs
presented between stand-alone reports and annual reports is not significantly

different. As such, hypothesis H; is not supported.

Overall, 24% (53 reports) of stand-alone repdrts presented photographs in the region
of 11 — 20, inclusive, namely the popular region for number of photographs presented
in the stand-alone reports. Likewise, 20% (44 reports) of annual reports presented
photographs in the region of 1 — 10, inclusive, namely the most popular region for
number of photographs presented in the annual reports. That said, 66% of annual
reports and 55% of stand-alone reports presented more than 20 photographs. The
maximum number of photographs presented in stand-alone reports and annual

reports is 113 and 144, respectively.

Figure 5.1 presents the trend of the average number of photographs presented in
stand-alone reports and annual reports over the 6-year period of study. Over time,
there is an increase in the average number of photographs presented in the stand-
alone reports, from 23 photographs in 2000 to 28 photogréphs in 2005. By contrast,

there is a decrease in the average number of photographs presented in the annual

57 The figure refers to the annual reports and stand-alone reports with at least one photograph presented in them.
% The results from the Kolmogorov-Smimov test indicates that the data involving photographs in annual reports,
D(223)=0.13, p=0.03, is non-normally distributed, hence the use of a non-parametric test.
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reports, from 27 photographs in 2000 to 23 photographs in 2005. Subsequently, the
difference in ihe numbers of photographs presented over time in stand-alone reports
and annual reports is examined®. The result of a Mann-Whitney test indicates that
there is no significant difference in.the number of photographs presented over time in

either the stand-alone reports®® or annual reports® (p>0.1). This means that

hypotheses H,, and H, are not supported.

Figure 5.1 The average number of photographs in stand-aldne reports and annual

reports
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%9 Basically, the small size of the sample for 2000 (19 companies) suggested that a non-parametric test is to be
employed. Amid that, the researcher tested the normality distributions of data on the number of photographs for
stand-alone reports and annual reports. The results of the K-S test suggested that the data for annual reports
(D(19)=0.13,ns) and stand-alone reports (D(19)=0.16,ns) for 2000 are normally distributed. The researcher then
employed the Shapiro-Wilks (S-W) test to confirm these findings since, in general, the results produced by the S-
W fest are more accurate (refer to the methodology chapter for details). The results from the S-W test indicates
that the 2000 data for annual reports (z(19)=1.63, p=0.05) and stand-alone reports (z(19)=1.95, p=0.03) are not
nommally distributed, hence the use of a non-parametric test.

% The average rank for number of photographs in stand-alone reports for 2000 is 31, while that for 2005 is 34.

8 The average rank for number of photographs in annual reports for 2000 is 35 while that for 2005 is 32.
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This study also examined the difference in the number of photographs between
annual reporté and stand-alone reports for the individual years®>. A Mann-Whitney
test was employed and the results indicated that the difference in the number of
photographs between annual reports and stand-alone reports for the individual years

is not significant®® (p>0.1).

5.3.1.2 Size
Table 5.4 presents details of the overall size of photographs presented in stand-alone

reports and annual reports®. It was found that a total of 1,839.27 pages of report

- space were occupied by 11,821 photographs. Stand-alone reports accounted for

51% (931.42 pages) while annual reports accounted 49% (907.85 pages) out of the

1,839.27 pages.

In the extreme case, photographs occupied more than 8 pages of report space as
demonstrated in 18% of stand-alone reports (39 reports) and 19% of annual reports
(43 reports). However, on average, photographs occupied only four pages of report
space, which applies to both the stand-alone reports and annual reports®. The
current study subsequently examined the difference in the mean size of photographs
between stand-alone reports and annual reports®®. A Mann-Whitney test indicated

that there is no significant difference in the size of photographs between the stand-

62 Earlier, the non-normal distribution of data for the number of photographs in annual reports and stand-alone
reports for 2000 was given. For the annual reports, the results of the S-W test is z(28)=1.60, p=0.05 for 2001;
2(38)=3.08, p<0.01 for 2002; z(46)=4.00, p<0.01 for 2003; 2(46)=4.24, p<0.01 for 2004; and z(46)=3.04, p<0.01
for 2005. These results suggested that the data for number of photographs in annual reports is non-normally
distributed. The normality tests for the data distribution for the stand-alone reports at this point are not required
since the non-normal distribution of one of the variables involved requires the use of a non-parametric test.

83 Results of the Mann-Whitney test are presented in Table 5.1. The significant value, p=0.84 for 2000; p=0.52
(2001); p=0.71 (2002); p=0.54 (2003); p=0.57 (2004); and p=0.34 for 2005.

8 The measurement of the sizes of photographs in this study involved all photographs presented in stand-alone
reports and annual reports of selected companies for the period of 2000-2005 inclusive.

% The calculations include also reports without a photograph to indicate an average for the whole reports

& The Kolmogorov-Smirnov test suggested that the data on size of photographs in annual reports, D(223)=0.14,
p=0.02, is non-normally distributed whereas the related data for the stand-alone reports, D(223)=-0.06, ns, is
normally distributed. As one of the data distributions is non-normal, therefore a non-parametric test is employed.
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alone reports and annual reports®” (p>0.1). Therefore, hypothesis H, is not

supported.

67 The average rank for annual reports is 217, while that for the stand-alone reports is 230.
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Table 5.4 Range of photograbh size in stand-alone reports and annual reports

2000 2001 2002 2003 2004 2005 Total
Pages SAR AR SAR__ AR SAR AR SAR AR SAR AR SAR AR SAR AR All
No photograph 0 3 4 6 1 4 0 5 2 4 2 6 9 2 37
(%] - [15.8] [14.3]) [21.4] [26] [10.5) - [10.9) [43] 8.7 [4.3} [13.0) [4.0} [126) 8.3
0.01 <size <= 0.5 4 1 6 1 1 3 4 4 5 5 3 0 23 14 37
1%} ?4) 53 [214] 36)  [26) 78 87 (B {09 (108 B5 - [10.3] 6.3} 18.3)
0.5< size <= 1.0 2 2 1 2 5 6 2 9 4 11 4 9 18 39 57
%] [105) (105) [36] [74]  [132) 158) (4.3} [196] [87] [239] [B7) [196] [81) 175  [12§)
1.0< size <= 1.5 2 1 3 0 7 3 5 4 7 4 6 4 30 16 46
[%] {10.5] [5.31 [10.7] (18.4] [7.9] [109] (8.7 [15.2) 8.7 (13.0] [8.7] {135 7.2 [10.3]
1.5< size <= 20 0 1 0 2 3 3 5 2 5 3 6 4 19 15 k]
[%) - 5.3} - 714 79 7.9 [109] 43 1109} 6.5 113.0) 8.7 [8.5) 6.7 [7.6)
20< size <= 25 1 1 1 0 2 0 2 0 2 2 2 3 10 6 16
%) 53 [63) 36 - [5.3) [4.3) [43) [4.3) [43] [6.5) 45 20 [3.6)
25< size <= 3.0 1 0 1 2 4 1 4 0 1 0 2 0 13 3 16
(%} 53 - [36) [7.1] [10.5] [2.6] 8.7 - 2.2 - 437 - 58] [1.3] [3.6}
3.0< size <= 35 0 2 3 1 1 1 1 0 1 0 4 2 10 6 16
1% - (105 (0.7 [36 [26] [26) [2.2) [2.2) 7 B3 @45 27 [36)
3.5< size <= 40 1 1 0 0 2 1 3 1 3 0 1 3 10 6 16
%) B3 B3 - - 53] [26] 65 (22 68§ - 221 (65 (45 [27) [36]
(continued)
Table 5.4 (continued)
2000 2001 2002 2003 2004 2005 " Total
Pages SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR All
40< size <= 4.5 0 0 2 0 2 1 1 2 1 1 0 2 6 6 12
(%] - - )] B3] (26] 22 K3 R (2 - #3727 27
45< size <= 5.0 1 0 0 1 0 3 0 2 0 2 1 1 2 9 1"
[%] B3 - - [3.6] - 7.9 - [4.3) - [4.3) [22] [22) [0.9) 4.0 [2.5)
5.0< size <= 55 2 1 0 1 0 0 2 2 2 3 0 1 6 8 14
%] o5 B3 - Be - - B3 43 43 [65) 22 27 36 [3.1)
5.5< size <= 6.0 3 0 3 1 2 1 2 1 0 0 0 0 10 3 13
[%] [15.8] - [10.7] [3.6] 531 [26] 431 [22) - . - [4.5 [1.3] 29
6.0 < size <= 6.5 1 1 0 0 2 1 0 0 1 0 2 1 6 3 9
(%] 53 [63 - - B3 (28] - - 22 - M43 22 271 13 [20]
6.5< size <= 7.0 0 1 1 2 0 0 1 2 2 1 0 2 4 10 14
[%] - B3 B8 1y - - 22} @3 @3 122 - 43 (8 [ [31]
7.0< size <= 75 0 0 1 2 1 2 1 1 0 1 2 0 5§ . 4 9
[%] - - B6 [ [26] (53 22 23 - 122) K3 - 221 (g [20]
7.5< size <= 8.0 0 1 0 2 0 0 1 1 1 0 1 0 3 4 7
%) - [6.3] - [7.4] - - [22) 22 [2.2) - 22 - [1.3] 1.8 [1.6]
size > 8.0 1 3 2 5 5 8 12 10 9 9 10 8 39 43 82
[%]) [5.3] [15.8) 7.4 179 [13.2) [21.1] [26.1] [21.7} [19.6] [19.6] 21.7} [17.4] [17.5] [19.3) [18.4)
(continued)
Table 5.4 (confinued)
2000 2001 2002 2003 2004 2005 Total
Pages SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR Al
Total report 2019 19 2029 28 2040 38 2049 46 2050 46 2051 46 23 23 446
Total percentages 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Mean 33 38 29 42 37 45 53 44 43 35 45 39 42 44 44
Std dev 27 35 3.0 36 37 49 5.3 5.0 46 4.0 49 44 44 44 44
Min 0.1 0.0 00 00 00 00 00 00 00 00 00 00 0.0 0.0 0.0
Max 93 119 107 105 174 153 274 223 175 159 248 164 2714 223 274
pB 0.87 0.23 0.88 0.14 0.23 052 0.26
) . . . . . 052 0.86 - -

Notes: This table presents total number of stand-alone reports (SAR) and

’

annual reports (AR) that present photographs of different sizes. The figure in

parenthesis is the percentage of reports from the total. In particular, the mean value of size of photographs in stand-alone reports and annual reports are

shown. pB is the significance value of difference in the rankings of size of photographs of the two samples {(SAR and AR) and pO
value of that over time for the individual sample in a two-tailed Mann-WhitneyTest.

is the the significance
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Figure 5'2; presents the trend of the average report space occupied by photographs
presented in the'stand‘-alone reporfs and ahnual reports. It appéars that over time,
the mean of report space occupied by photographs in annual reports is étable at
around 4 pages. By contrast, the mean of report space occupied by photographs in
the stand-alone reports over time appears to be increasing from around 3 pages in
2000 to 4.5 pages in 2005. Also, the current study examined the difference in the
report space occupied by photographs in annual reports as well as in stand-alone
reports®®. The resulté 6f a Mann-Whitney test indicated that the difference in the
amount of report space occupied by photographs presented in stand-alone reports
over time is not signiﬁcant (p>0.1)%°. Similarly, the results of a Mann-Whitney test
suggested that the difference in the amount of report space occupied by photographs

presented in annual reports over time is not significant (p>0.1)"°.

Figure 5.2 The average size of photographs in stand-alone reports and annual

reports

o
o
.

»
o

N
o

Mean size (% of a page)
w
o

-
o
L

—SAR
—AR

o
o

2000 2001 2002 * 2003 2004 2005
Year

68 The S-W test suggests that the distributions of the 2000 data for annual reports (z(19)=1.64, p=0.05) and stand-
alone reports (z(19)=1.60, p=0.06) are non-normal, hence the use of a non-parametric test.

% The average rank for size of photographs in stand-alone reports for 2000 is 31 while for 2005, the average rank
for size is 34. .

70 The average rank for size of photographs in stand-alone reports for 2000 is 34 while for 2005, the average rank
is 33. : y
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The current study also examined the difference in the amount of report space
océupied by photographs in annual reports and stand-alone reports for the individual
years’". Results from é Mann-Whitney test suggested that the difference in the
amount of report space occupied by photographs between annual reports and stand-

alone reports for individual years is not significant (p>0.1) 2.

5313 Foreground image

Table 5.5 presents detail related to the foreground images in photographs presented

in annual reports and stand-alone reports’®. There are altogether six different themes

that are used to describe the nature of the foreground image of a photograph. They

are (1) hurﬁans at a workplace, (2) humans not at a workplace, (3) a workplace™, (4)

a nature, (5) animals, and (6) other™. Overall, humans at a workplace, humans not at
a workplace, and a workplace hold the top three positions in the ranking of the most
popular themes of foreground im.age in photographs. The category of humans at a
workplace is used as the fbreground image in photographs in almost 50% of the
reports. Images of humans not at a workplace are the theme of 17% of the total
photographs (2037 out of 11,821 photographs) while images of a workplace are thev
theme of 16% of the total photographs (1929 out of 11,821 photographs). Apparently,

these three themes — humans at a workplace, humans not at a workplace, and a
workplace — also occupied the top three positions of favourite themes for foreground

images in photographs presented in both the annual reports and stand-alone reports.

71 Earlier, the data distributions of size of photographs in annual reports and stand-alone reports for 2000 were
found to be non-normal. When it concems annual reports, the results of the S-W test are z(28)=2.28, p=0.01 for
2001; z(38)=4.25, p<0.01 for 2002; z(46)=4.41, p<0.01 for 2003; z(46)=4.63, p<0.01 for 2004; and 2(46)=4.74,
p<0.01 for 2005. Consequently, the S-W test suggests that the data for number of photographs in annual reports
are non-normally distributed. As usual, the normality tests for the data distribution for the stand-alone reports are
not required at this point since the non-normal distribution of one of the variables involved would require the use of
a non-parametric test.

72 Results of the Mann-Whitney test are presented in Table 5.2. The significant value, p=0.87 for 2000; p=0.23
(2001); p=0.88 (2002); p=0.14 (2003); p=0.23 (2004); and p=0.52 for 2005.

73 Images in a photograph are separated into foreground image, namely, the image portrayed in the front of a
photograph and the background image, which is the image portrayed in the background of a photograph.

74 This includes inter alia, equipments, tools, and machineries.

75 *Others™ as a foreground and a background photograph subject include places such as cafe, restaurant,
playground, residential areas and other undetermined items that include a house; a street and so on.
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These three positions remain unchanged in the case of the stand-alone reports.
Meanwhile, the theme of humans at a workplace still holds the first position in the
ranking of the favourite theme for foreground images in photographs presented in
annual reports. However, there is a slight difference in the ranking for the second and
third positions where a workplace is ranked in the second position, while humans not
at a workplace is ranked in the third position, in the ’ranking 6f the favourite theme for

foreground images in photographs presented in annual reports.
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Table 5.5 Details of foreground images of photographs in stand-alone reports and annual reports

2000 2001 2002 2003 2004 2005 Total

[Foreground subject SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR Al
Humans at a workplace 176 287 245 454 434 591 549 725 520 693 554 675 2478 3425 5903
(%] (41.0] [554]  [37.5] [59.7]  [39.0] [68.1]  [435] [54.1]  [42.8] [58.7]  [432] [64.3]  [41.6] (68.4] [49.9]
pB 0.23 0.12 0.32 0.47 0.21 0.20 0.01 -

pO - - - - - 0.35 0.85 - -

Humans not at a workplace 78 48 144 88 282 143 253 258 278 120 215 130 1250 787 2037
(%] [18.2) [9.3)  [221] [11.6]  [253] [14.0]  [204] [19.3])  [229] [10.2]  [16.8] [124]  [21.0] [134] [17.2]
pB 0.16 0.15 0.06 * 0.08* <0.01™* <0.01 ™ <0.01* -

pO - - - - - 0.53 061 -

Workplace 74 101 63 107 115 173 240 207 216 246 231 156 939 990 1929
(%] (17.2] (195] [07] [141] [10.3] (170  [19.0] [154]  [17.8] (20.8]  [18.0] [149]  [15.8] [16.9] (16.3]
pB 0.86 1.00 0.91 0.11 0.05* 0.12 0.02* -

pO - - - - - 033 052 -

Nature 45 30 85 1 56 13 49 13 41 10 56 13 332 90 422
[%] [10.5] [5.8)  [13.0] [1.5] [5.0] [1.3]  [39] [1.0] 34 [09 [44 (121 [56] [1.9) (3.6]
pB 0.05* 0.04* 0.05* 0.01 = - 0.02* 0.01** <0.01* -

pO - - - - - 036 077 .

Animals 12 3 13 8 18 3 15 3 20 7 20 9 98 33 131
(%] 28] [06] 200 (11 (16 [03] [12] [02 (1.7 [06] [1.6] [09] [1.7] [06] [1.1]
pB 0.20 0.68 0.05* 0.03* 0.06* 0.02* <0.01 ™ -

pO - - - - 0.50 0.28 -

(Continued)
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Table 5.5 (continued)

2000 2001 2002 2003 2004 2005 Total
Foreground subject SAR AR SAR . AR SAR AR SAR AR SAR AR SAR AR SAR AR Al
Other 44 49 103 92 209 95 156 134 140 105 207 66 858 541 1399
[%] (10.3] [9.9] (15.8] [121]  [18.8] [9.3] [12.3} [100] [11.5] [8.9] [16.1] [6.3] [14.4] [9.2] [11.8]
Al 429 518 653 760 1114 1018 1261 1340 1215 1181 1283 1049 5955 5866 11821
Total percentages _100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Notes: This table presents total number of foreground subjects of photographs in stand-aloneieports and annual reports. The value in parenthesis is the
percentage number of photographs from the total. pB is the significance value of difference in the rankings of foreground subject of the two samples (SAR

and AR) and pO is the significance value of that over time for the individual sample in a Mann-Whitney test. ***, ** and * represent a significant value of pB
respectively at the 0.01, 0.05 and 0.1 level in a two-tailed Mann-Whitney test.




Foreground images of humans at a workplace is an overall .favourite for a foreground
imagé in photographs presented in the stand-alone reports, as well as in the annual
reports. This specific theme is encountered in 42% (2478 photographs) out of 5,955
photographs in stand-alone reports. As for the annual reports, this very same theme
is encountered in 58% (3425 photograbhs) out of 5,866 photographs in total. This
implies thét there are more photographé depicting a foreground image of humans at
a workplace presented in annual reports, rather than in stand-alone reports. A Mann-
Whitney test was subsequently employed to test this observation™ and the result
indicates that there are significantly more photographs with a foreground image of

humans at a workplace in annual reports than in stand-alone reports (p=0.01)"".

Apparently, there are more photographs with a foreground image of a workplace in
annual reports than in stand-aldne reports. A Mann-Whitney test was subsequently
employed’® and a significant result (p=0.02) is recorded. The result indicates that
there are significantly more photogréphs with a foreground image of a workpléce in

annual reports than in stand-alone reports’.

Generally, annual reports present significantly more photographs with foreground/
images of humans at a workplace and a workplace, than that for stand-alone reports.
By contrast, photographs with foreground images of humans not at a workplace, a
nature, and animals are presented more frequently in stand-alone reports than in
annual reports. The results of a Mann-Whitney test suggested that the differences in

the number of photographs betweép the annual reports and stand-alone reports,

6 The Mann-Whitney test was employed following the significant results of the K-S test for both annual reports
(D(223)=0.13, p=0.02) and stand-alone reports (D(223=-0.29, p<0.01).

77 The average rank for foreground image of humans at a workplace in photographs presented in annual reports is
241, while for the stand-alone reports the average rank is 206.

78 The K-S test indicates that the distribution of data is non-normal for annual reports (D(223)=0.21, p<0.01) whilst
the distributions of respective data in stand-alone reports is normal (D(223)=-0.05, ns). As one of the data
distributions is non-normal, a non-parametric test is required.

9 The average rank of foreground image of a workplace, et cetera, in photographs presented in annual reports is
238, while for the stand-alone reports the average rank is 210.
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Figures 5.3a — 5.3e present the trend, based on the percentage of foreground
images for all the themes excluding ‘other’, in photographs presented in the stand-

alone reports and annual reports.

Figure 5.3a The percentage of humans at a workplace as a foreground image
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Figure 5.3b The percentage of humans not at a workplace as a foreground image
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Figure 5.3c The percentage of a workplace as a foreground image
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Figure 5.3d The percentage of nature as a foreground image
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Figure 5.3e The percentage of animals as a foreground image
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5.3.1.4 Background image

Table 5.6 presents detail related to background images in photographs presented in
annual reports and stand-alone reports. The current study employs the same themes
for the background irhages as that for the foreground images. These themes are (1)
humans at a workplace; (2) humans not at a workplace; (3) a workplace; (4) a nature;

(5) animals; and (6) others®'.

Overall, this study managed to identify the background images of only 39% (4,616
photographs) out of 11,821 photdgraphs presented in stand-alone reports and annual
reports. The reason was that some of the photographs did not have a pictorial
background or the background image was not sharp enough to be clearly
|dent|ﬂed82 The theme of a workplace is encountered in 51% of the photographs that
this study examined, hence the most popular theme for background images. The

theme of a nature is ranked in the second position (24%) while the theme of others is

81 The images in the foreground and background are similar to ensure a standardisation in categorising images in
a photograph, thus enhancing the consistency of the data. .
82 An example is portrait photographs.

150




ranked in the third position (22%) of the most popular themes for the background

image in photographs®.

The results from a Mann-Whitney test suggested that there are significantly more
photographs depicting background iméges of a workplace and a nature in stand-
alone réports than in annual reports (p<0.01)*. Also, a Manﬁ-Whitney test suggested
that there are significantly more photographs with background theme of animals in

stand-alone reports than in annual reports (p<0.1)%®

. The background theme of
others was not tested due to its wide coverage and a limitation of time. Over time, a
Mann-Whitney test suggested that there is no significant difference in the background

images of a workplace or a nature between stand-alone reports and annual reports.

8 The researcher is unable to discuss the category of others in details due to its wide coverage. It is therefore
suggested that this category be explored to greater detail in future research.

8 Prior to the employment of the statistical test, the researcher examined the normality distributions of the data for
the background categories. The S-W test indicates that the distributions of data for all categories except the
category of animal are non-normal. As for the category of animals, only data in annual reports is normally
distributed (z(223)=-8.56, ns) while that for stand-alone reports is non-normally distributed. As the comparisons
involved both reports (stand-alone reports and annual reports), the non-normal data distributions suggested that
the non-parametric test has to be employed. Conceming the category of a workplace, the mean rank is 251 for
stand-alone reports and 196 for annual reports, hence a highly significant result (p<0.01). As for the category of
nature, the mean rank is 244 for stand-alone reports and 203 for annual reports, hence another highly significant
result (p<0.01). '

8 The significance value is weak as the difference in the mean rank between stand-alone reports and annual
reports is small, namely 227 for the former and 221 for the latter.
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Table 5.6 Details of background images of photographs in stand-alone reports and annual reports

2000 2001 2002 2003 - 2004 2005 Total -
Background subject SAR AR SAR AR SAR. AR SAR AR SAR AR SAR AR SAR AR All
Workplace 108 85 141 132 256 203 268 267 304 140 280 168 1357 995 2352
[%] [53.2] [56.0] [45] [56.0] [46.2) [59.0]  [484] [59.0]  [49.1] [48.0]  [485] [53.0]  [48.1] [554]  [51.0]
pB 0.54 0.45 0.23 0.02* <0.01* 0.01 <001* - -
0] - - - - - 0.35 0.60 -
Nature 47 39 84 49 128 80 110 104 136 87 142 90 647 449 1096
[%] [23.2] [26.0]  [26.8] [21.0]  [23.1] [23.0]  [19.9] [23.0]  [22.0] [30.0)  ([24.6] [28.0]  [22.9] [25.0] [23.7]
pB 0.48 0.24 0.23 0.38 0.04 = 0.03* <0.01* -
pO - - - - - 076 043 -
Humans at a workplace 3 2 3 1 8 1 6 6 18 4 6 6 44 20 64
(%] [1.5. [1.3] [1.0] [0.4] [1.4] [0.3] 11 13 291 [14] [1.00 1.9 [1.6] [1.1] [1.4]
pB 0.96 0.30 0.03* 0.71 0.64 1.00 0.17 -
pO - - - - - 0.81 084 -
Humans not at a workplace 2 0 2 7 5 5 7 9 5 3 5 3 26 27 53
[%] ) [0.6] [3.0] [0.9] [1.4] [1.3] [2.0] [0.8] [1.0] [0.9] [09] 0.9 [1.5 1.1
pB 0.15 059 0.73 0.41 0.46 0.46 0.62 -
pO - - - - - 097 026 -
Animals 5 0 0 2 0 0 2 1 3 1 2 0 12 4 16
[%] (28] - - [0g - - [04] [02] [05 [0.3] [04] - [04] [0.2] [0.3]
pB 0.08* 0.15 na 0.56 0.31 0.16 0.10* -
pO - - - - - 0.1 - -

(continued)
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Table 5.6 (continued)

Total

_ 2000 2001 2002 2003 2004 2005
Background subject SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR Al
Others 38 26 83 46 157 56 161 66 153 57 142 50 734 301 1035
[%] (18.7] [17.0]  [26.5] [19.0]  [28.3] [16.0]  [29.1] [15.0]  [24.7] [20.0]  [24.6) [16.0]  [26.0] [16.8]  [224]
Al ' 203 152 313 237 554 345 554 453 619 292 577 317 2820 1796 4616
100.0 100.0  100.0 1000  100.0 100.0  100.0 100.0  100.0 100.0  100.0 100.0 100.0

Total percentages 100.0 100.0

Notes: This table presents total number of background subjects of photographs in stand-alone reports and annual reports. The value in

parenthesis is the percentage of photographs from the total. pB is the significance value of difference in the rankings of background subject of
the two samples (SAR and AR) and pO is the significance value of that over time for the individual sample. ***, ** and * represent a significant

value of pB respectively at the 0.01, 0.05 and 0.1 level in a two-tailed Mann-Whitney test.




The following figures, Figures 5.4a — 5.4c, present the trend of the top three themes

for the background images in photographs — a workplace, nature, and others — based

on the percentage presented in stand-alone reports and annual reports.
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Figure 5.4a The percentage of a workplace as a background image
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Figure 5.4b The percentage of a nature as a background image
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' Figure 5.4c The percentage of others as a background image
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5.3.1.5 Human images in photographs

Table 5.7 presents the totql photographs with foreground image of humans as well as
non-humans, in the stand-alone reports and annual reports of the selected
companies. Overall, photographs in stand-alone reports and annual reports feature
more images of humans rather than non-humans. Out of 5,955 photographs
presented in stand-alone reports from 2000-2005 inclusive, 63% (3,728
photographs) feature human images while 37% (2,227 photographs) feature non-
human images. Similarly, from a total of 5,866 photogréphs presented in annual
reports from 2000-2005 inclusive, 72% (4,212 photographs) feature human images
while 28% (1,654 photographs) feature non-human i_magés. A.Mann-Whitney test
was employed and the results indicated that there are significantly more photographs
of human images than non-human images in‘ stand-alone reports and in annual

reports, both for the individual years as well as overall®.

8 For the individual year involving stand-alone reports, the differences are significant only for 2003-2005 inclusive,
but, the overall difference is significant at the 0.01 level in a two-tailed Mann-Whitney test As for annual reports,
the differences are significant at the 0.01 level for all the individual years.
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Table 5.7 Humans and non-human images in the foreground of photographs

2000 2001 2002 2003 2004 2005 Total

Foreground subject SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR - SAR AR
Human subject 254 335 389 542 716 734 802 983 798 813 769 805 3728 4212
(%] [59.2] [64.7] [59.6] [71.3] [64.3] [721] [636]  [734] [65.7] [68.8]  [59.9] [76.7])  [62.6] [71.8]
Non-human subjects 175 183 264 218 398 284 459 357 47 368 514 244 2227 1654
[%] [40.8] [35.3] [40.4] [28.7] [35.7] [27.9] [364]  [26.6] [34.3] [31.2] [40.1] [23.3] [37.4] [28.2]
All photos 429 518 653 760 1114 1018 1261 1340 1215 1181 1283 1049 5955 5866
L] [100] [100] [100] [100] [100] [100] [100] [100] [100] [100] [100} [100] [100] [100]
p 0.32 0.01* 020 <0.01* 044 <0.01* = <001*™ <001™  001* 001" 0.07*<0.01*** <0.01** <0.01*

Notes: This table presents total number of humans and non-human images in the foreground of photographs in stand-alone reports and annual reports.
Their percentages are accordingly presented. p is the significance value of difference in the rankings of total photographs of human and non-human subjects.

*kk Kk

, " and * represents significant value of p at the 0.01, 0.05 and 0.1 level in a two-tailed Mann-Whitney test.




Table 5.8 presents total photbgraphs with human i'mages bresented in the stand-
alone reports and annual reports”. There are four categories of humén images in
photographs. They are, (1) men; (2) women; (3) children; and (4) a combine group®®.
Altogether, 67% of the photographs (7,940 photographs) presented in both the stand-
alone reports and annual reports from 2000-2005, inclusive, feature humans as the
foreground images, either at a workplace or not at a workplace. Out of these 7,940
photographs,‘47% (3,728 photographs) are presented in stand-alone reports, while
53% (4,212 photographs). are presented in annual reports. Overall, a total of 27
photographs®® with human figures as the foreground images were treated as non-
classified. This is because the researcher faced some difficulties in identifying the
appropriate category clearly for the respective foreground image. Most of these
cases involved humans being photographed wearing a special costume, such as a

clown, or a Walt Disney cartoon character, to name a few.

‘Men’ category appears to be the most popular category of human images in
photographs as demonstrated by 62% (4,894 photographs) out of 7,940 photographs
of humans as the foreground images. Out of 4,894 photographs, 63% (3'085,
photographs) involved photographs presented in the annual reports, while 37%
(1,809 photographs) are presented in the stand-alone reports. The categories of a
combine group, and women are placed in the second and third positions,
respectively, in the ranking of the most popular category of human images in
photographs. The combine group category accounted for 19% (1,511 photographs),
while the women category covers 14% (1,144 photographs) out of 7,940,ph_otographs

depicting humans as the foreground images.

8 The discussion on human images in photographs involved only humans portrayed in the foreground of a
photograph.

8 This refers to groups of different gender regardless of their composition. The combination can be between men
and women, men and children, women and children or even all of the categories (men, women and children) at
once.

8 This includes both the stand-alone reports and the annual reports.
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Table 5.8 Human images in photographs

2003

2000 2001 2002 2004 2005 Total

Subject SA AR SA AR SA AR SA AR SA AR SA AR SA AR Al
N / 19 19 28 28 38 38 46 46 46 46 46 46 223 223 446
Gentlemen 131 252 187 420 325 529 410 649 378 632 378 603 1809 3085 4894
[6.9] [13.3] [6.7] [15.0] [8.6] [13.9] [8.9] [14.1] [8.2] {13.7] 8.2] (1311  [8.1] [13.8] [61.6]

Ladies ‘ 2 33 56 55 101 87 131 163 163 90 135 108 608 536 1144
[1.2] [1.7] [2.0] [2.0] [27] [2.3] [29] [3.9] [3.5] [2.0] [29] [24] [27] [24] [14.4]

Children 13- 9 39 8 8 24 65 25 38 9 43 13 276 88 364
[0.7] [0.5] (1.4] [0.3] [2.1] [0.6] [1.4] [0.5] [0.8] [0.2] [0.9] [0.3] [1.2] [0.4] [4.6]

Combinedgroup 88 40 97 58 208 9N 194 146 216 82 210 81 1013 498 1511
[4.6] [21] [3.5] [2.1] [5.5] [24] [4.2] [3.2] [4.7] [1.8] [4.6] [1.8] [4.5] [2.2] [19.0]

Non-classified 0 1 10 1 4 3 2 0 3 0 3 0 22 5 27
[0.3] [2.6] [0.6] [0.3] [0.4] [04] [0.6] {0.1] [0.4]

Al 254 335 389 542 716 734 802 983 798 813 769 805 3728 4212 7940

Notes: This table presents total photographs that pictured human subjects in stand-alone reports and annual reports. The figure in parenthesis is the mean v
of total number of photographs involved.




A Mann-Whitney test was employed to examine the difference in the number of
photographs presented for all the four categories of human images in the foreground
between the stand-alone reports and the annual reports®. Overall, the results of a
Mann-Whitney test suggested that there are significant ’differences in the number of
human images in the foreground of photographs between the stand-alone reports
and the annual reports for the three categories (p<0.01). These categories are a
combine group, children and men. When it concerns the categories of a combine
group and children, thé result of a Mann-Whitney test suggested that the
photographs are presented significantly more frequently in the stand-alone reports
than in annual reports®. By contrast, photographs depicting men as the foreground
images are presented significantly more often in annual reports than in stand-alone
reports® . The difference in the number of women in photographs between stand-

alone reports and annual reports was found to be not significant.

Apparently, the percentage of photographs of women in stand-alone reports
increased from 9% in 2000 to 18% in 2005. However, a Mann-Whitney test produced
a no‘n-signiﬁcant result, suggesting that there is no significant different in the number
of photographs of women as fofeground images presented in stand-alone reports
over time (p>0.1). Where the number of photographs presented over time involved
the ‘children’ category, only annual reports produced a significant result, indicating a
significant decrease in the number of photbgraphs of children in the foreground

presented in annual reports over time (p=0.10).

% The results of the K-S test indicated that the data distributions for all categories of human in photographs are '
non-normal.

91 For the category of a combine group, the average rank is 259 for stand-alone reports, compared to 188 for
annual reports. The average rank for the Children category is 254 for stand-alone reports, and 193 for annual
reports. ' ‘ /

92 The average rank for annual reports and stand-alone reports are respectively 249 and 198.
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The results of a Mann-Whitney test for the individual years indicated that
photographs depicting foreground images of a combine group® and children® are
presented significantly more frequently in stand-alone reports than in annual reports.
By contrast, photographs of men as a foreground image are presented significantly

more in annual reports than in stand-alone reports *.

Further, the current study examined photographs involving the men and women
categories. The purpose of this investigation is tq compare. the various combinations
of men and women in photographs, photographed individually or in group. Altogether,
there are a total of 6,038 (76%) photographs with foreground images that fall under
the categories of men and women. From this total, 40% (2,417 photographs) out of
6,038 photographs are presented in stand-alone reports, while another 60% (3,621
photographs) are presented in annual reports. There are more photographs of men
category (81% or 4,894 photographs) as compared to that of women category (19%

or 1,144 photographs).

Table 5.9 presents detail involving the 6,038 photographs featuring men (males) and
women (females) in stand-alone reports and annual reports. Overall, more
photographs of a single man (82% or 4023 photographs) or a single woman (81% or
926 photographs) are presented as compared to photographs of a group of men
(18%) or women (19%). A similar situation is reflected in the case of annual reports
where more photographs of a single man (89% or 2749 photographs) or a single
woman (91% or 487 photographs) are presented as compared to photographs of a
group of men (11%) or women (9%). Similarly, stand-alone reports are also found to

have presented more photographs of a single man (70% or 1274 photographs) or a

9 Since 2002 (see Table 5.8)
% Since 2001 (see Table 5.8)
%5 This is true for 2001, 2004 and 2005.
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single woman (72% or 439 photographs) as combared to photographs of a group of

men (30%) or women (28%).
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Table 5.9 Distributions of males and females in photographs

2000 2001 2002 2003 2004 2005 Total All
M F M F M F M F M F M F M F M F
No SA AR SA AR SA AR SA AR SA AR SA AR SA AR SA_ AR SA AR SA AR SA AR SA AR SA AR SA_ AR
EQt 9% 220 1 27 13 383 3 52 229 457 69 78 32 576 100 148 263 566 121 81 261 547 103 101 1274 2749 439 487 4023 926
(73.3] (87.3]  [50.0] (81.8] [60.4] [91.2] [62.5] {94.5] [70.5] [864] [68.3] [89.7] [76.1] [88.8] (76.3] [90.8] [69.6] [89.6] [74.2] [90.0] [69.0] [90.7] [76.3] (93.5] [704] [89.1] [72.2] [90.9] [82.2] [80.9]
pB 0.10* 0.17 0.01** 0.33 0.03* 0.97 0.05* 0.49 0.03* 0.44 0.02* 0.85 <0.01** 043
pO ' 076 093 0.02* 0.31
MT1 35 32 bl 6 74 3 21 3 96 72 32 9 98 73 31 15 115 66 42 9 17 56 32 7 535 . 336 169 49 871 218
[26.7] [127] [60.0] [18.2] (39.6] [8.8) [37.5] [6.5]  (29.5] [13.6] [31.7] [10.3] [23.9] {11.2] [23.7] [9.2]  ([304] {104] (26.8] [10.0] (31.0] [9.3] [237] [6.5] [29.6] [10.9] ([27.8] [9.4] [17.8] [19.1]
pB 0.10* 0.19 0.09* <0.01** 0.04 * 0.07* 0.08* 0.03* 0.02* <001 = <001*™ <0.01™ <0.01* <0.01**
pO 082 094 082 025
Al 131 252 22 33 187 420 56 55 326 529 102 87 40 649 131 163 378 632 163 90 380 605 137 109 - 1809 3085 608 536 4894 11444

Notes: This table presents the distribution of male gender and female gender in photographs of stand-alone reports and annual reports. The figure in parenthesis is the percentage of photographs out of the total photographs involving gender. EQ1 refers to ane
subject while MT1 refers to more than one subjects. pB is the value of mean rankings of gender between stand-alone reports and annual reports and pO s the value of mean rankings of gender over time in the Mann-Whitney test. ***, ** and * represent a
significant different in the mean rankings respectively at the 0.01, 0.05 and 0.1 in Mann-Whitney test.
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Subséquently, the current study compared the number of photographs depicting men
and women between annual reports and stand-alone reports *. A Mann-Whitney test
was employed due to the non-normal distribution of data®. The results indicated that
overall, there are significantly more photographs of men than women, either

individually or in groups (p<0.01)%

. Also, there are significantly more photographs of

a man in annual reports than that in stand-alone reports (p<0.01)%. Further, there are

0 1

significantly more photographs of men'® as well as women'' in the stand-alone
reports than in annual repkorts. The results from a Mann-Whitney test suggested that
the difference in the number of photographs of a single woman between stand-alone

reports and annual reports is not significant (p>0.1).

A Mann-Whitney test was also‘employed to investigate the difference in the number
of photogréphs of a man or a woman between annual reports and stand-alone
reports for thé individual years. When a statistical test involving photographs of a
man or a woman is concerned, only an ‘analysis involving photographs of a man
produced significant results. Related to this, there are significantly more photographs
of a man in annual reports than in stand-alone reports. By contrast, the résult of the
analysis suggested that the number of photographs depicting a woman between
annual reports and‘ stand-alone reports is not significantly different. As for humans
photographed individually or in groups, a Mann-Whitney tests indicated that, in

general, there are signiﬁcéntly more group photographs of men or women as

% There are all together four potential comparison, namely, one man; one women; two or more men; and two or
more women, between annual reports and stand-alone reports. The reason for the test is to examine which
category is presented more in which report.

9 The results of the K-S test indicated that the data distribution of men category is not normal but for women
category, the distribution was normal (p>0.05 for both stand-alone reports and annual reports). The current study
re-tested the normality distribution of data for women using the S-W test and the result indicated that the
distribution was not normal (p<0.01).

% The average rank of a man in photographs is 557 while the average rank of a woman in photographs is 335.
When it involved a group, the average rank of a group of men in photographs is 516 while for the group of women
in photographs, the average rank is 375.

93 When it concerns photographs of a man, the average rank for annual reports is 256 and that for stand-alone
reports is 191.

100 The average rank for stand-alone reports is 253, while that for annual reports is 194.

101 The average rank for stand-alone reports is’'252, while that for annual reports is 195.
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compared to those of a single man or a single woman in stand-alone reports than in

annual reports from 2000 - 2005'%, inclusive.

The subsequent test involved photographs of men and women between annual
reports and stand-alone reports. Resulits of a Mann-Whitney test indicated that there
are significantly more photographs of men than women in annual reports (p<0.01)"%.
Also, there kare significantly more photographs of men than women in stand-alone

reports (p<0.01)'™. Thus, both hypotheses Hs, and Hg, were supported.

Figures 5.5a — 5.5d present line graphs to show the trend in the photographs of men
women, children, and a combine group presented in stand-alone reports and annual

reports.

Figure 5.5a Photographs of rhen in stand-alone reports and annual reports
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102 The only insignificant result involved the photographs of a group of women in stand-alone reports and annual
reports for 2000. The result indicates that there is no significant difference in the number of photographs of a
group of women between annual reports and stand-alone reports for 2000.

103 The average in the rankings of photographs of men is 283, while that for women is 164.

1% The average in the rankings of photographs of men is 280, while that for women is 167.
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Figure 5.5b Photographs of women in stand-alone reports and annual reports
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Figure 5.5¢ Photographs of children in stand-alone reports and annual reports
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Figure 5.5d Photographs of a combine group in stand-alone reports and annual reports
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5.3.1.6 Portrait photographs
Portrait photographs in this study refer to photographs that portray a close-up image

of a human'®

. A close-up image in the context of this study refers to the focus given
by the photographer to the human figures in the foreground to the extent that the
image in the foreground becomes more appealing. Samples of portrait photographs

are presented below in Plate 5.3 and Plate 5.4.

105 |n this study, photographs in annual reports and stand-alone reports that portray a close-up image of an animal
(see, for example, British Sky Broadcasting Group plc, Corporate Responsibility Review 2004-2005) are not
included.

/
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Plate 5.3 Portrait photograph of a man

(Source: Standard Chartered Annual Report and Accounts 2005 (original in colour))

Plate 5.4 Portrait photograph of a group of men

(Source: Scottish & Newcastle pic Report and Accounts December 2003)
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Table 5.10 presents total portrait photographs in stand-alone reports and annual
repdr‘ts. Apparently, 41% (4,824 photographs) out of 11,821 photographs analysed in
the current study are portrait photographs. Out of 4824 portrait photographs, 40%
(1,950 photographs) are presented in stand-alone reports and 60% (2,874
photographs) are presented in annual reports. A Mann-Whitney test was employed to

examine the difference in the number of portrait photographs between annual reports

106

and stand-alone reports™. The results indicated that, overall, there are significantly

more portrait photographs in annual reports than in stand-alone reports (p<0.01)'",

thus supporting hypothesis Hs. A Mann-Whitney test for the individual years also

produced some significant results'®.

105 The Mann-Whitney test is employed due to the non-normal distribution of data concerning portrait photographs
for stand-alone reports (D(223)=-0.31, p<0.01) ,
107 The average rank of portrait photographs in annual reports is 248, and that for stand-alone reports is 199.

108 The results are significant for 2000, 2001 and 2004. As for the other years, the number of portrait photographs
is presented more in the annual reports as compared to the stand-alone reports but the difference in the number
between these two reports is not statistically significant. ,

’
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Table 5.10 Details of portrait photographs

(continued)
2000 2001 2002

Descriptions SAR AR Al SAR AR Al SAR AR Al
) Total portrait 124 256 380 198 447 645 397 564 961
pB 0.08 * - 0.03* - 0.20 -
pO - - - - - -
Total photographs 429 518 947 653 760 1413 1114 1018 2132
Percentage 289 494 4041 303 588 456 356 554 451




0L1

Table 5.10 (continued)

2003 2004 2005 Total
Descriptions SAR AR Al SAR AR Al SAR AR Al SAR AR Al
Total portrait 484 728 1212 458 688 1146 487 638 1125 1950 2874 4824
pB 0.18 0.07* - 017 - <0.01**
pO - - - - 022 087 - - -
Total photographs 1261 1340 2601 1215 1181 2396 1283 1049 2332 5955 5866 11821
Percentage 384 543 466 377 583 478 380 608 482 3275 49.0 408

Notes: This table presents the total number of portrait photographs in stand-alone reports (SAR) and annual
reports (AR). In particular, the total number of portrait, total photographs and percentages of portrait from the
total are shown. pB is the significance value of difference in the rankings of total number of portrait photographs
of the two samples (SAR and AR) and pO is the significance value of that over time for the individual sample. ***,

**and * represents a significant value of pB respectively at 0.01, 0.05 and 0.1 level in a two-tailed Mann-Whitney

Test.




Over the years, portrait photographs increased consistently in terms of percentages.
This trend is observed for both the stand-alone reports and annual reports. In 2000,
the total portrait photographs in stand-alone reports and annual reports are,
re_spectivély, 29% and 49%. Although the total portrait photographs in stand-alone
reports and annual \reports in 2005 had increased to 38% and 61%, respectively,
results from a Mann-Whitney test indicated that the increase in the number of portrait
photographs is not statistically significant for both stand-alone reports and annual

reports.

The followfng figure, Figure 5.6, presents a line graph to show the trend in the portrait

photographs presented in stand-alone reports and annual reports.

Figure 5.6 Portrait photographs in stand-alone reports and annual reports
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5.3.2 Graphs
This section presents the findings related to graphs presented in stand-alone reports
and annual reports of the sample companies. Graphs in this study were examined

from four different perspectives. They are (1) total number of graphs in stand-alone

’
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reports and annual reports, (2) size of graphs in stand-alone reports, (3) percentage
of environmental graphs in stand-alone reports, and (4) themes of environmental

graphs.

5.3.2.1 Total number

Table 5:11 presents detail distributions of graphs in stand-alone reports and annual
reports. Overall, there are a total of 6,062 graphs, where 44% (2,690 graphs) of this
total were presented in stand-alone reports, while 56% (3,372 graphs) were
presented in annual reports. There are however, 26 stand-alone reports and 4 annual‘
reports with no graphs. This suggested that graphs are more likely to be presented,
rather than, not presented in annual reports'and stand-alone repofts. Also, graphs
are more likely to be presented in annual reports, rather than, in stand-alone reports.
Overall, the popular range of graphs presented in the stand-alone reports is between
11 and 15 inclusive (22%, or 49 reports), whereas for the annual reports, the popular
range is between 1 and 5 inclusive (26%, or 58 reports). Only 28% of stand-alone
reports and 35% of annual reports presented 16 graphs or more. Indirectly, this
means that stand-alone reports and annual reports are more likely to present 15
graphs or less. This is reflected to a certain extent in the mean of the overall number
of graphs in stand-alone reports and annual reports, which are 12.1 and 15.1

% That said, the mean number of graphs presented in a graph-using

respectively
stand-alone reports and annual reports are 13.7 and 15.4, respectively. Over time,
the mean numbef of graphs in stand-alone reports appears to decrease from 14.1 in
2000, to 12.9 in 2005. By contrast, the mean number of graphs in annual reports over

time appears to increase from 14.5 in 2000, to 16.9 in 2005.

103 This figure is arrived at by dividing the total graphs by the total number of reports, which is 223. This total
number of reports also includes reports with no graphs. For example in the case of stand-alone reports, fotal
graphs presented within the period of 6 years (2000-2005 inciusive) are 2690. Therefore, the average number of
graphs per report is 2690 divided by 223. / .
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Table 5.11 Detail distributions of graphs in stand-alone reports and annual reports

[5.3]

[4.3]

2000 2001 2002 2003 2004 2005 Total

No SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR Al
No graph 4 1 2 3 5 0 6 0 5 0 4 0 26 4 30
(%] [21.1]  [6.3] 711 [10.7] 132 - (30 - fo9 - 8.7 - 1171 (8 [6.7]
1-5 3 5 5 5 7 12 10 16 7 10 7 10 3 58 o7
[%] [158] [26.3] [17.9] [17.9] [184] [31.6]  [21.7] [34.8) [152] [21.7] 1152] [21.7] [175] [26.0] [21.7] -
6-10 5 3 8 4 7 4 9 5 8 14 10 1 47 4 88
[%] [26.3] T[15.8] [286] [14.3] [184] [105]  [19.6] [10.9] [17.4] [304] [21.7] [23.9] [21.1] [184] [19.7]
11-15 1 2 6 5 8 8 1 10 12 10 11 7 49 42 91
(%] 6.3  [10.5] [214] [17.9] 214] 211 (289 [21.7] [26.1] [21.7] [239] [15.2) [220] [18.8] [20.4]
16- 20 2 3 3 5 2 5 4 3 7 2 6 8 24 26 50
%] [105] [15.8] [107] [17.9] 3] (1321 [B7  [65] [152] [4.3] [13.0] [174] [10.8] [11.7] [11.2]
21-25 1 1 2 0 2 1 3 4 4 2 4 2 16 10 26
[%] 53] [5.3] [7.1] - 3]  [26] 65 [8.7] 87 [43] 87 [43] 721 [45] [5.8]
26 - 30 0 1 0 3 6 3 3 3 1 4 2 2 12 16 28
[%] . . [10.7] [15.8] [7.9] [65] [6.5] [22] [87] [4.3] 64] [7.2) 6.3]

(continued)
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Table 5.11 (continued)

2000 2001 2002 2003 2004 2005 Total
No SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR Al
31-35 1 2 1 2 0 1 0 1 1 0 1 1 4, 7 11
(%] 53]  [10.5] [36] [7.1] [2.6] [2.2] [2.2] 22 22 ne 3] [2.5]
>35 2 K 1 1 1 4 0 4 1 4 1 5 6 19 25
[%] [105] [5.3] [3.6] [36] [26] [10.5] 8.7] 221 8.7 [22] [109] [27]  [8.5] [5.6]
N 2019 19 2029 28 2040 38 2049 46 2050 46 2051 46 223 223 446
Total graphs 267 275 324 400 463 580 468 677 573 664 595 776 2690 3372 6062
Total percentages ~ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 1000 100.0 100.0
Mean 141 145 16 143 122 153 102 147 125 144 129 169 121 154 136
Std dev 183 121 9.7 12.0 104 124 8.3 13.0 9.2 12.9 101 183 105 138 12.4
Min 0 0 0 0 0 1 0 1 0 1 0 1 0 0 0
Max 67 37 41 47 36 47 30 51 43 52 53 110 67 110 110
pB 0.40 0.49 0.22 0.11 0.91 0.43 0.03 ** .
po - - - - - 039 079 - -

Notes: This table presents total number of stand-alone reports (SAR) and annual reports (AR) with graphs. In particular, total graphs, mean and standard deviation
are shown. The minimum and maximum number of graphs in reports are included. pB is the significance value of difference in the rankings of total number of

graphs of the two samples (SAR and AR) and pO is the significance value of that over time for the individual sample. ** represents a significant value of pB at the
0.05 level in a two-tailed Mann-Whitney Test.




The difference in the number of graphs presented in the stand-élone reports and
annual reports was tested using a Mann-Whitney test'’°. The resuits indicated that
there is a sfgniﬁcant difference in the number of graphs presentéd betweén stand-
alone reports and annual reports (p=0.03)""". Related to this, annual reports appear
to have presented significantly more graphs than the stand-alone reports. Thus,

hypothesis Hjy. is not supported.

Further, a Mann-Whitney test was employed to examine the difference in the number
of graphs presented in the stand-alone reports versus the annual reports for the
individual years as well as over time. In all cases, there were no significant results

encountered. Therefore, hypotheses H;, and H;, are supported.

Figure 5.7 presents a line graph to show the trend in the average number of graphs

presented in stand-alone reports and annual reports.

Figure 5.7 The average number of graphs in stand-alone reports and annual reports
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110 This non-parametric test was used since one of the data (total number of graphs in stand-alone reports) was
non-normally distributed. The is because the results of the K-S test showed that the distribution of data for annual
reports, D(223)=0.0045, ns is normally distributed, and for stand-alone reports, D(223)=-0.1031, p=0.09 indicates
that the data is not normally distributed.

"1 The mean ranking of total graphs in stand-alone reports was 211, while the mean ranking of total graphs in
annual reports was 237.
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5.3.2.2 Size

Table 5.12 presents the range for sizes of graphs presented in stand-alone reports.
Overall, 42% (94 reports) out of 223 stand-alone reports presented graphs in the
range between 0.26 and 0.75 of a page. The most popular range of size of graphs is
between 0.26 and 0.5 of a page, as demonstrated in 22% (49 reports) out of 223
stand-alone reports: However on the overall, the mean éize of graphs in stand-alone

report is 0.7 of a page.
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Table 5.12 Details on size of graphs in stand-alone reports

2000 2001 2002 2003 2004 2005 . Total -

Pages No % No % No % No % No % No % - No %
No graph 4 211 2 7.1 5 13.2 6 13.0 5 10.9 4 8.7 26 117
<=0.25 2 10.5 4 14.3 8 211 7 15.2 4 8.7 4 8.7 29 130
0.26 - 0.50 5 26.3 6 214 6 15.8 13 283 7 15.2 12 2641 49 220
0.51 - 0.75 2 10.5 6 214 4 10.5 7 15.2 15 326 1 239 45 202
0.76 - 1.00 3 158 3 10.7 3 79 4 8.7 3 6.5 2 4.3 18 8.1
1.01 - 1.25 0 - 3 10.7 3 79 5 109 3 6.5 2 4.3 16 72
1.26 - 1.50 1 5.3 0 - 4 105 2 43 4 8.7 2 43 13 58
1.51 - 1.75 ‘0 - 1 36 1 26 2 43 0 - 2 43 . 6 27
1.76 - 2.00 1 5.3 2 7.1 1 26 - - -3 6.5 1 2.2 8 36
201 - 225 0 - 0 - 1 26 - - 1 2.2 1 22 3 1.3
2.26 - 250 0 - 0 - 0 - - - 1 2.2 4 8.7 5 22
>2.50 1 53 1 36 2 5.3 - - - - 1 22 5 22
N 19 100 28 100 38 100 46 100 46 100 46 100 223. 100
Mean 0.7 - 0.7 - 0.8 - 0.6 - 038 - 0.8 - 0.7 -

Std dev 0.8 - 0.6 - 0.9 - 0.5 - 0.6 - 0.8 - 0.7 -

Max ' 0 - 0 - 0 - 0 - 0 - 0 - 0 -

Min 34 - 28 - 47 - 1.7 - 24 - 28 - 47 -

Notes: This table presents total number of stand-alone reports focusing on the size of graphs. In particular, the number of reports and

percentages are shown.




5.3.2.3 G3-specified graphs

Table 5.13 presents the percentages of graphs in stand-alone reports, where their
titles fall into one of the nine environmental themes specified in the G3 Guidelines of
the Global Reporting Initiative (GRI) Sustainability Reporting Framework''2. Overall,
50% (1,335 graphs)‘ out of 2,690 graphs presented in stand-albne reports fall within
these speciﬁed themes. This means that on average, stand-alone reports presented
50% of G3-specified graphs, while another 50% of the graphs presented are not G3-
specified. That said, there is no environmental graph presented in 23% (52 reports)

out of 223 stand-alone reports.

112 These nine categories in the context of this study are: materials; energy; water; biodiversity; emissions,
effluents and waste; products and services; cop'xpliance; transport; and overall. More details are available on the
Global Reporting Initiative website, www.globalreporting.org
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Table 5.13 Details on environmental graphs in stand-alone reports

2000 2001 2002 2003 2004 2005 All

Percent No % No % No % No % No % No % No %
Nil 7 36.8 4 14.3 1 289 13 283 10 2.7 - 7 15.2 52 233
1t -10 0 - 0 - 0 - 1 22 0 - 2 43 3 13
1-20 0 - 2 71 0 - 1 2.2 2 43 1 22 6 27
21 - 30 0 - 2 71 6 15.8 5 10.9 3 6.5 4 8.7 20 90 -
31 -40 1 53 1 3.6 2 5.3 5 10.9 7 15.2 9 19.6 25 112 .
41 - 50 0 - 3 10.7 4 10.5 3 6.5 6 13.0 8 174 24 108
51 - 60 1 53 3 10.7 3 79 5 10.9 3 6.5 0 - 15 6.7
61-70 1 53 2 71 2 53 3 6.5 9 19.6 4 8.7 21 94
71 - 80 .3 15.8 2 7.1 2 5.3 2 43 2 43 7. 152 18 8.1
81-90 2 10.5 2 71 1 2.6 3 6.5 1 22 3 6.5 12 54
91 - 100 4 211 7 25.0 7 184 5 10.9 3 6.5 1 22 27 121
All 19 100 28 100 38 100 46 100 46 100 46 100 223 100
Mean 0.5 - 0.6 - 0.5 - 04 - 0.5 - 0.5 - 05 -
Std dev 04 - 04 - 0.7 - 04 - 0.3 - 0.3 - 03 -

Notes: This table presents the percentages of environmental graphs from the total graphs in stand-alone reports. In particular,

total number of stand-alone reports and percentages are shown.




Table 5.14 presents all the nine environmental themes of G3-specified graphs in
stand-alone reports. As stated in the preceding disgussion, 50% (1335 graphs) out of
2690 graphs presented in stand-alone reports aré' G3-specified graphs. Of these
1335 graphs, emissions, effluents and waste; energy; and water; are the top three
positions in the ranlging of the most popular G3-specified themes. Related to this,
54% (715 gréphs) out of 1335 G3-speciﬁed graphs are on emissions, effluents and
waste; 18% (243 graphs) are on energy; and 13% (176 graphs) are on water. The
lowest three positions in the ranking of the most popular G3 specified environmental
themes are products _and services (1.7%), compliance (1.8%), and biodiversity

(2.1%).
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Table 5.14 The environmen{al themes of environmental graphs in stand-alone reports

Notes: This table presents total occurrence of environmental themes in the stand-alone reports. In particular, number of environmental

graphs and percentages are shown.

2000 2001 2002 2003 2004 2005 Total
Environmental themes No % No % No % No % No % No % No %
Emissions, affluent-and waste 82 522 97 524 129 50.8 117 53.2 142 54.2 148 57.6 715 536
Energy 23 146 32 173 50 197 47 214 49 187 42 16.3 243 182
Water 20 127 17 9.2 31 122 26 11.8 42 160 40 156 176 132
Overall 5 32 5 27 11 43 7 32 13 5.0 11 43 52 39
Material 10 64 9 49 8 31 6 27 4 15 5 19 42 31
Transport 6 38 9 49 7 28 4 18 4 15 2 08 32 24
Biodiversity " 10 64 4 22 2 08 4 18 3 11 5 19 28 21
Compliance 1 06 4 22 9 35 4 18 3 11 3 12 24 18
Product and services 0 00 8 43 7 28 5 23 2 08 1 04 23 17
Al - 157 100 185 100 254 100 220 100 262 100 257 100 1335 100




5.3.3 Tables

Table 5.15 presents the total number of tables presented in stand-alone reports and

annual reports. Overall, there are a total of 28,678 tables presented. Only 5% (1,560

tables) out of 28,678 tables are presented in stand-alone reports, whereas another
95% (27,118 tables) ére presented in annual reports. There are no tables presented

in 18% (39 reports) of stand-alone reports, while all annual reports presented tables.

The popular range of tables presented in stand-alone reports is between 1 and 5,

inclusive, as demonstrated in 40% (89 reports) out of 223 stand-alone reports. For

annual reports, the popular range of tables is between 61 and 80, inclusive as

demonstrated in 22% (49 reports) out of 223 annual reports. There is no annual

report that presents less than 40 tables. Over time, the stand-alone reports (and

annual reports) demonstrated an increasing trend in the number of tables presented

with the mean of 7 tables (106.5 tables) in 2000 to 10.1 tables (148 tables) in 2005.

However on overall, the mean number of tables presented in stand-alone reports and

annual reports are 7 and 121.6, respectively. The results of a Mann-Whitney test
indicated that the increase in the number of tables in annual reports is highly
significant (p<0.01), thus supporting hypotheses H 3, In the case of stand-alone.
reports, the result of a one-tailed Mann-Whitney test suggested that the increase in

the number of tables over time is significant (p=0.1), thus supporting hypothesis

113
Hg, .

113 The result of a one-tailed Mann-Whitney test is obtained as the hypothesis is directional in nature.
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Iapble 5.15 Detall distributions of tables in stand-alone reports and annual reports

2000 2001 2002 2003 2004 2005 Total
No SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR Al
No table 4 : 8 - 9o - 5 - 7. 5 i 9 - 39
(%] [21.1] - [286] - 237 - 13.0] - [152) - [109] - 175 - 8.7
1-5 8 - 8 . 16 . 23 . 18 . 16 . 89 . 89
(%] @421 - [286] - 421 - [50.0] - [39.4] - [348] - [39.9] - [20.0]
6-10 5 - 5 - 6 - 11 . 8 . 11 . 46 - 46
[%] [26.3] - [17.9] - [15.8] - [239] - [M74] - [239] - [206] - - [10.3]
“11-15 o : 4 : 3 ' 5 : 7 . 4 ' 4 - 24
[%] 53] - [14.3] - 79 - [109] - [15.2) - [ [10.8] - [5.4]
16-20 - - 2 . 2 - - - 2 . 4 - 10 . 10
[%] - - 7 - 6.3 - - - 43 - B - 45 - [2.2]
21-25 - - 1 . 2 - 1 - 2 - 3 . 9 . 9
(%] - - [36] - 53] - 22 - @3 - 65 - @40 - [2.0]
26 -40 - - - - - - 2 . 2 - 4 - 4
%] - - - - - - - - 43 - 43 - e - [0.9]
41-60 1 1 - -3 - - -2 19 10
%] 53] [5.3] - 136] - 179 - 22 - 22 - 43 [0.5] [4.0] [2.2]
61-80 N - 10 -8 - 12 -9 1 3 1 49 50
%] - [368] - [35.7] - 211 - 264 . - (198  [22] [65] [0.5] [22.0] [11.2]

(continued)
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Table 5.15 (continued)

2000 2001 2002 2003 2004 2005 Total
No SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR SAR AR Al
81- 100 -2 3 6 7 8 9 B %
[%] [10.5] [10.7] [15.8] [15.2) [17.4] [196] [15.7] [7.9]
101 -120 2 3 6 7 9 5 32 32
[%] [10.5) [10.7] [15.8] [15.2] [19.6] [10.9] [14.3] 7.2
121-140 4 7 7 8 6 4 36 36
[%) [21.1] [25.0] [18.4] [17.4] [13.0] [8.7] [16.1] 8.1]
141 - 160 3 4 5 6 18 18
[%] [7.9] [8.7] [10.9] [13.0} 8.1] [4.0]
161- 180 2 3 1 1 3 4 14 14
[%] [10.5] [10.7] [2.6] [2.2] [6.5] [8.7] [6.3] [3.1]
181 - 200 1 1 1 4 7 7
(%] [2.6] [2.2] 2.2] 8.7] [3.1] [1.6]

(continued)
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Table 5.15 (continued)

2000 2001 2002 2003 2004 2005 Total
No SAR AR SAR AR SAR AR SAR_ AR SAR AR SAR AR SAR__ AR Al
> 200 -1 -1 - 3 - 5 - 4 -9 - 23 23
%] - B3 - 38] - 79 - [109] - 87 - [196] - [103] [5.2]
N 19 19 28 28 38 38 46 46 46 46 46 46 23 23 446
Total tables 133 2024 167 2988 216 4313 224 5403 354 5577 466 6813 1560 27118 28678
Total percentages 1000 1000 100.0 100.0 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000  100.0
“Mean 70 1085 60 1067 57 1135 49 1175 77 1212 1041 1480 70 1216 64.3
Std dev 120 428 65 434 62 466 46 481 81 478 135 636 90 519 68.4
Min 0 60 0 47 0 56 0 53 0 60 0 46 0 46 0
Max 54 215 23 233 23 247 N 49 ¥ 26 79 322 79 32 322
pB <0.01* <0.01 % <001 <0.01* <001 <0.01* <0.01 ™ .
pO - - - - - 0.20 0.01 ™ -

Notes: This table presents total number of tables in stand-alone reports (SAR) and annual reports (AR). In particular, total tables, mean and standard

deviation are shown. The minimum and the maximum number of tables in reports are included. pB is the significance value of difference in the rankings
of total tables of the two samples (SAR and AR} and pO is the significance value of that over time for the individual sample. *** represents a significant
value of pB and pO at the 0.01 level in a two-tailed Mann-WhitneyTest.




The difference in the overall number of tables presented in stand-alone reports and
annual reports were tested using a Mann-Whitney test''*. The results indicated that
the differenbe in the number of tables presented between stand-alone reports and
annual reports is highly significant (p<0.01)'"°, with annual reports presenting
significantly more tables than stand-alone reports. This means that hypothesis Hp. is

well supported.

This study also examines the difference in the number of tables between annual
reports and stand-alone reports for the individual years. A Mann-Whitney test was
employed and the results suggested that the difference in the number of tables
between annual reports and stand-alone reports for the individual years, is highly

significant (p<0.01).

Figure 5.8 presents a line graph to show the trend in the number of tables presented

in stand-alone reports and annual reports.

114 The Mann-Whitney test is used because the results of the K-S test shows that the distribution of data for annual
reports, D(223)=0, ns is normally distributed and for stand-alone reports, D(223)=-0.9910 p<0.01 indicates that the
data is non-normally distributed.

115 The mean ranking of total tables in stand-alone reports is 112 while the mean ranking of total tables in annual
reports is 335 /
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Figure 5.8 The average number of tables in stand-alone reports and annual reports
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5.4 Summary

This chapter repbrts the findings from the analyses conducted on the length of
annual reports and stand-alone reports as well as on the> attributes of photographs,
graphs and tables presented in these two different reports. When it concerns the
presentation formats, the findings are centred on the difference in the overall number
of incidents of respective presentation formats presented in annual reports and |
stand-alone reports. Based on this information, the presentation formats in the
annual reports and stand-alone reports are ranked accordingly. Collectively,
photographs, graphs., and tables are found in 80% of annual reports and stand-alone
reports. Overall, tables are the most popular presentation format, followed by
photographs in the second position, and graphs in the third position. That said, tables
are the favourite presentation format in annual reports, while photographs are the

favourite presentation format in stand-alone reports.

There are some significant differences in the nature of images in photographs
presented between annual reports and stand-alone reports. These include, inter alia, |

work-related versus non-work related, men versus women, and a single man or

?
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