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ABSTRACT 

Prompted by calls for greater accountability and transparency and in line with the 
prevailing Corporate Social Responsibility (CSR) reporting practices at the 
international level, the Malaysian regulatory authorities have made it mandatory for all 
public-listed companies to disclose their CSR activities in their annual reports 
beginning with the financial year ending 31 December 2007. The government believes 
that CSR reporting can be a potent tool for Malaysian companies to realise their 
enhanced reputation and in turn will assist them to compete effectively in the global 
market. Therefore, the objective of this study is to examine factors that influenced 
managements' decisions on the quantity and quality of CSR disclosure during the 
unregulated (2005 and 2006) to the regulated (2007 and 2008) periods and whether 
these disclosures will have any effect on corporate reputation. The moderating and 
mediating effects in relation to CSR disclosures are also examined. Institutional 
Theory and Resource-based Perspective have been integrated to underpin this study. 
This study embarked upon a sequential mixed method approach, a combination of 
qualitative and quantitative investigations. The qualitative investigation involved face-
to-face interviews with CSR managers while the quantitative investigation was based 
on content analysis of the annual reports of 248 companies listed on the main board of 
Bursa Malaysia over a period of four years, involving a total of 992 firm-year 
observations. The quantity of CSR disclosure was measured using word counts while 
the quality disclosure was measured based on an index comprised of 100 indicators, 
using international and national CSR values as yardsticks. An objective measure for 
corporate reputation based on dimensions of the RepTrak ™ model modified 
according to suggestions made by a panel of experts was also constructed. The 
findings provide evidence that the quality of CSR disclosures enhances corporate 
reputation. The results of both the quantity and quality measures indicate strong 
evidence that government regulation is an effective mechanism in enhancing CSR 
disclosure. While the government-owned companies expressed strong support for the 
regulator's call for more accountability and transparency in relation to their CSR 
disclosures, the family-owned companies were less inclined to disclose information 
beyond the basic regulatory requirements. Nevertheless, the results demonstrate that 
the presence of superior leadership can moderate the resistance to change by these 
family-owned companies towards CSR reporting. The competencies of these superior 
leaders are shown to be central in driving excellence of CSR disclosures in Malaysia. 
In situations of uncertainty, companies in the concentrated industry tend to emulate the 
CSR disclosure practices of companies that advocated quality reporting as their 
benchmark. Finally, the mediation tests affirm that both the quantity and quality of 
CSR disclosures can function as information signals to enhance corporate reputation. 
Overall, these results suggest that CSR disclosures are important tools for corporate 
reputation enhancement. These findings provide valuable insights to the regulators, 
practitioners and academicians in enhancing corporate accountability and 
transparency. The results are also expected to address concerns often expressed by 
sceptics about the tangible benefits of CSR disclosure, thus underscoring the 
importance of CSR reporting. 

iii 
COPYRIGHT © UiTM



ACKNOWLEDGEMENTS 

Alhamdulillah, all praise be to Allah, the Most Gracious, the Most Merciful. First 
and foremost, I thank Allah for granting me this opportunity to finally complete my 
PhD thesis at Universiti Teknologi MARA. I am especially indebted to my 
supervisors, Associate Professor Dr Faizah Darus and Associate Professor Dr 
Roshayani Dato' Arshad as well as my associate supervisor, Professor Dennis Taylor 
from RMIT University, Melbourne for their guidance, patience and continuous 
support throughout my studies. I would also like to express my gratitude to Professor 
Ross Watts and Professor Alfred Wagenhofer who had given constructive comments 
on my research proposal during the AFAANZ Doctoral Consortium 2008 which was 
held in Sydney, Australia. Similarly, my special thanks to Professor James Guthrie, 
Professor Dennis Patten and Dr Helen Tregidga for their useful insights on my 
research progress during the 'Emerging Scholars Day' at the University of 
Canterbury, New Zealand in December 2009, and not forgetting Dr Tracy-Anne De 
Silva who had provided helpful suggestions to my research during CSAER 2009 at 
Christchurch, New Zealand. Thank you too, to the interviewees for their valuable 
contributions which made this thesis possible. I am also grateful to Professor Dr 
Ibrahim Kamal, the Dean; Professor Dr Rozainun Abd Aziz, Deputy Dean, Research 
and Industry Linkage; and Dr Amriza Kamaludin, Postgraduate Programme 
Coordinator, Faculty of Accountancy, Shah Alam in making my trip to RMIT, 
Melbourne to complete my data analysis with Professor Dennis Taylor, materialise. 
My personal thank you is also extended to Associate Professor Dr Zuraidah Sanusi 
for providing me with statistical assistance specifically on the interaction graphic 
presentation. I would also like to acknowledge the help of En. Adnan Saaid for prove 
reading and editing most of my chapters. As this thesis has been a lengthy process, 
my deepest gratitude goes to my beloved husband, Abd Rahim Nurdin, who is 
always there when I needed help. His moral, financial and professional supports are 
beyond words. Without his consistent support, I would not have been able to 
complete this thesis. To my wonderful daughters, Sarah, Sofia and Aisyah, thank you 
for your encouraging support and assistance in collecting the data for this study, 
without which this thesis would not have been completed on time. To Alia and Aida, 
special thanks for your assistance in filing the documents as well as for giving me 
enough space to concentrate on my studies. I am most grateful to all of you for your 
love, understanding, support and sacrifice. I dedicate this thesis to all of you. 
Hopefully, my accomplishment might spark an interest within you to acquire 
knowledge and to strive for excellence. Lastly, to my late mother, your 
determination, patience and eternal belief that the 'best' would come have taught me 
a great deal; and to my late father, I can finally say, your dream has come true! May 
Allah bless all of us. 

iv 
COPYRIGHT © UiTM



TABLE OF CONTENTS Page 

TITLE PAGE i 

CANDIDATE DECLARATION ii 

ABSTRACT Hi 

ACKNOWLEDGEMENT iv 

TABLE OF CONTENTS v 

LIST OF TABLES xii 

LIST OF FIGURES xvii 

CHAPTER 1 INTRODUCTION 

1.0 Preamble 1 
1.1 Background of the Study 9 
1.2 Motivation of Study 11 
1.3 Significance of Study 14 
1.4 Statement of Problem 15 
1.5 Aims and Objectives of the Research 17 
1.6 Scope and Limitation 18 
1.7 Organisation of the Thesis 20 

CHAPTER 2 LITERATURE REVIEW 

2.0 Introduction 23 
2.1 CSR Reporting 23 

2.1.1 Prior Empirical Studies of CSR Reporting in Malaysia 37 
2.1.2 Research Gaps of CSR Reporting Studies 44 

2.2 Legitimacy Theory, Institutional Theory and CSR Reporting 47 
2.2.1 Legitimacy, Legitimacy Theory and CSR Reporting 47 
2.2.2 Institutional Theory and CSR Reporting 54 

2.2.2a Coercive Isomorphism and CSR Reporting 58 
2.2.2b Normative Isomorphism and CSR Reporting 64 
2.2.2c Mimetic Isomorphism and CSR Reporting 67 

2.3 Resource-based Perspective (RBP) and CSR Reporting 72 
2.3.1 Definition of Resources 73 
2.3.2 Tangible Resources and Corporate Reporting 75 

2.3.2a Organisational Slack 75 
2.3.2b Corporate Diversification 78 

2.3.3 Capabilities and Corporate Reporting 80 
2.3.3a Organisational International Experience 80 
2.3.3b CEO with International Experience 81 
2.3.3c Top Leadership Support and/or Commitment 84 

v 
COPYRIGHT © UiTM



CHAPTER 1 

INTRODUCTION 

1.0 Preamble 

The importance of Corporate Social Responsibility (CSR) reporting as a matter of 

accountability and transparency is becoming more urgent with the growing evidence that 

it enhances corporate reputation (Bebbington et al., 2008; Bertels & Peloza, 2008; 

Guidery & Pattern, 2010; Toms, 2002a; Unerman, 2008). While there is no 

comprehensible definition of corporate reputation (Tucker & Melewar, 2005), it has 

however, been accepted that corporate reputation is a valuable intangible asset that 

emerged from stakeholders' perceptions on organisations' behaviours (Fombrun & 

Shanley, 1990; Hillenbrand & Money, 2007). A superior corporate reputation is a 

potential source of competitiveness which could translate into improved shareholders 

value and financial advantages. On the contrary, a damaging corporate reputation may 

affect a company's standing, thereby raising doubts on its ability to remain sustainable 

in the future (Bertels & Peloza, 2008; Fombrun & Shanley, 1990; Tucker & Melewar, 

2005). 

A large body of prior literature argues that corporate reputation is enhanced when 

companies engage in CSR initiatives and subsequently disclose them in their annual 

reports (Brammer & Pavelin, 2004a; Cravens & Oliver, 2006; Freeman, 2006a; Guidry 

& Pattern, 2010; Miles & Covin, 2000; Schnietz & Eptein, 2005). These companies are 

perceived to have good corporate values which in turn have translated into many 

advantages such as enticing new customers; generating investment interest; attracting 

the best talent; motivating workers; enhancing job satisfaction; and receiving positive 

comments from financial analysts (Laufer & Coombs, 2006). In this respect, Unerman 
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