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Abstract
We do a survey of individual shareholders' corporate environmental disclosure needs. We find that South
African individual shareholders require companies to disclose the following specific environmental
information: environmental risks and impacts, environmental policy, measurable environmental targets,
performance against targets, environmental costs disclosed separately, and an independent environmental
audit report.
Respondents prefer this information in a separate section of the annual report and on company websites.
Individual shareholders want such disclosure to be prescribed by law and/or stock exchange rules. The
most popular reason why they want environmental information disclosed is to hold companies accountable
for their environmental stewardship. A high percentage of individual shareholders also indicate that they
want disclosure because they are concerned about climate change. These findings imply that legislators
and standard setters may have to consider changing disclosure laws and standards.

JEL D12, 84

1
Introduction
The natural environment, and specifically
climate change, have been in the spotlight
lately. A growing consensus holds that human
activities are causing climate change. Since
companies provide a large proportion of goods
and services in the South African economy,
it stands to reason that companies at least
contribute to climate change. However,
it is hard for outsiders to know how
corporate activities influence the environment,
unless the information is made available
by the companies themselves. Environmental
disclosures are made by many companies, but
it is mostly done on a voluntary basis and it
has been described as piecemeal and unreliable
(Deegan & Rankin, 1996; Laufer, 2003).
Early shareholder surveys (1970s and 1980s)
show no enthusiasm for environmental
information (see our discussion in the next
section). Therefore, it is unclear whether

shareholders would be interested in this
information, which is in addition to the normal
financial information mandated by generally
accepted accounting practice. However, given
the increasing importance of environmental
issues, we are interested whether shareholders
now require environmental information,
presented more reliably, from their companies.
Research on the information needs of
shareholders as users of environmental
information has been limited (Solomon &
Solomon, 2006). The only South African
surveys to include feedback from individual
shareholders date back more than a decade (De
Villiers &Vorster, 1995; and De Villiers,
1998). However, the responses of shareholders
were not reported separately in these surveys,
but with other information users. Stainbank
and Peebles (2006) survey institutional
investors about annual report usefulness and
include a question on environmental reporting.
Although institutional investors and individual
shareholders may share similar (wealth
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maximisation) goals, individual shareholders
can only rely on publicly available
information, whereas institutional investors
have the means to also gather additional
private information. The information needs of
institutional investors have been examined
(e.g. Solomon & Solomon, 2006), but
individual investors' information needs have
not been examined comprehensively and
important issues were therefore overlooked.
Our research aims to fill this gap in the
literature. Our general research focus is the
interest of individual shareholders in aspects of
the disclosure of environmental information.
The research questions that we address in this
study are whether individual shareholders want
corporate environmental disclosure (see Table
2, Panel A), which types they want (Panel A),
where they want it disclosed (Panel B),
whether they want it made compulsory (Panel
C), why they want the information (Panel D),
and what they would use it for (Table 3).
The rest of the paper is organised in
sections. We first do a literature review. Next,
we provide theoretical perspectives. The
method is then followed by results, and finally,
a discussion and conclusion.

2
Literature review
Much research is done on environmental
disclosure patterns (Al-Tuwaijri, Christensen
& Hughes, 2004; Cho & Patten, 2007; De
Villiers & Van Staden, 2006; Deegan &
Rankin, 1996; Gray, Kouhy & Lavers, 1995;
Magnes, 2006; Parker, 2005; Patten, 2002;
Neu, Warsame & Pedwell, 1998; Gray, Owen
& Adams, 1996), but few ask users of such
information what they need. From the limited
research in this area, it is clear that analysts
and institutional investors do not ask for
environmental disclosure (see literature
reviews by Milne & Chan, 1999; and Solomon
& Solomon, 2006) but studies using an
experimental design have shown that both
institutional
investors
and
individual
shareholders use environmental information in
investment decision-making when this is
provided (see for example Chan & Milne,
1999; and Milne & Chan, 1999). The

experiments require participants to make an
investment decision, so they do not explore
other reasons why users may want the
information. Also, they do not explore whether
individuals
would
seek
environmental
information if it was not provided. Surveys
may answer these questions.
The early shareholder surveys (1970s and
1980s) (reviewed by Milne & Chan, 1999; and
Solomon & Solomon, 2006) show no
enthusiasm for environmental information and
none ask why investors may want it or what
they would use it for. Later studies (1990s)
(see for example Epstein & Freedman, 1994;
and Deegan & Rankin, 1997; De Villiers,
1998) show that individual investors want
environmental information, but the surveys
don't ask why the information is needed and
what it would be used for. There appears to be
no surveys of individual investors after 1997
and no surveys of users (including
shareholders) in South Africa after 1998.
In the US shareholders indicated that they
regard the financial (economic) result of
environmental disclosure as very important
(Epstein & Freedman, 1994). An independent
audit was favoured by 68 per cent and the
annual report was favoured as disclosure
medium by 82 per cent. The survey did not ask
shareholders about other disclosure media or
why they wanted/needed environmental
information, or what they would use it for.
In Australia, 72 per cent of shareholders
regarded environmental information as
material (Deegan & Rankin, 1997). The
authors of the study used the level of
materiality to imply that the information will
be used for the purpose of investment decisionmaking. Shareholders were not asked why they
wanted or needed the information or if they
had other uses for the information. The
questionnaire only asked about annual report
disclosure and 73 per cent of shareholders
wanted environmental information disclosed
there. Shareholder views were that government
should mandate environmental reporting
guidelines, rather than the accounting
profession doing so.
In South Africa, De Villiers and Vorster
(1995) and De Villiers (1998) report surveys of
auditors, managers and users of financial
statements. In both studies, users are from
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different groups, including shareholders.
However, it is not possible to separate the
responses of the shareholders from those of
other users. The results of both surveys
indicate that users were in favour of
environmental disclosures and specifically in
De Villiers (1998) they wanted disclosure of
an overview of risks and impacts (100 per
cent), environmental policy (84 per cent),
measurable targets (74 per cent), performance
against targets (74 per cent), environmental
costs (79 per cent), and an environmental audit
(84 per cent). A high percentage (90 per cent)
of users also wanted more environmental
disclosure on a compulsory basis and 89 per
cent want this information in annual reports.
Neither of the two surveys asked about the
preferred mechanism to make disclosure
compulsory; asked about other disclosure
media (such as separate environmental reports
or websites); or asked why users would want
or use environmental information.
Our survey, being one of the first to actually
focus on individual shareholders, addresses,
among other things, the following gaps in the
literature as identified above:
• we ask why the information is needed and
what it would be used for (Table 3);
• we ask about the disclosure media other
than annual reports (Table 2, Panel B);
• we ask how environmental disclosure
should be made compulsory (if at all)
(Table 2, Panel C);
• we ask if the information should be audited
(Table 2, Panel A, Question 6); and
• we explore the reasons for the disclosures
(Table 2, Panel D).

3
Theoretical perspectives
In our survey, we ask shareholders about their
information needs. Therefore, some of the
theories customarily used in social and
environmental accounting research, such as
legitimacy, stakeholder and accountability
theories, are not appropriate here, because they
do not take a shareholder perspective.
Therefore, we place our study within an
agency theory framework, i.e. shareholders are
the principals and managers the agents. Agents
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have more complete information than
principals have, so principals need to manage
the acquisition of information to protect their
interests (Watts & Zimmerman, 1978). One of
the ways in which the agency problem can be
reduced is through the disclosure of relevant
information to inform the principal of the
agent’s actions in order to reduce information
asymmetry (Healy & Palepu, 2001). The flow
of information is regulated by various
mechanisms, such as company law, accounting
standards and stock exchange rules. These
rules are there to protect, among others,
shareholders. The protection mechanisms
evolve over time to provide greater protection
in a changed environment. Conditions have to
change before protection mechanisms (e.g.
additional legislation) are updated creating a
lag (Gray et al., 1997). We investigate whether
conditions have changed and whether
additional protection mechanisms need to be
considered. Institutional investors sometimes
have access to private information and
have more resources to analyse investment
opportunities. Therefore we ask the opinions of
individual shareholders, as the group that can
only rely on public information and that
needs more protection against information
asymmetry.

4
Method
4.1 Questionnaire development
The first six questions in our survey ask
whether respondents want certain specific
environmental items disclosed (see the first
column of Table 2 for the questions). The
questions start with general type of
information and progress to more specific
information and are based on De Villiers
(1998). These questions are asked firstly to get
separate answers from shareholders and
secondly to get answers from a South African
user group (of corporate information) for the
first time in a decade. The rest of the survey
consists of questions that the literature review
indicated to be gaps in our knowledge.
Accordingly, we ask where the information
should be disclosed, providing additional
media as options. Then, we explore various
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mechanisms for making corporate environmental disclosure compulsory, if shareholders
want this. Next, we ask four questions
regarding their reasons for wanting such
disclosures. Each of these four questions
reflects the philosophy behind one of
four theories/perspectives often used in
social and environmental research, namely
agency (decision-usefulness), legitimacy,
accountability and critical. Finally, for each of
a range of specific environmental disclosures,
we ask whether shareholders use/would use the
information and for what purpose they
use/would use it. We turned the survey into an
electronic survey instrument with a database
automatically capturing responses and the
sequence of responses, but no identifying
information on the respondents. Respondents
could read the ethics clearance on the website
and the survey instrument was hosted on a
secure area of the university website. Nine
academic colleagues checked the questionnaire
for clarity and precision and gave comments.

4.2 Sample and respondents

South African Shareholders’ Association to
email members with a request to click on the
Url-link provided in the email message and to
complete the web-based survey anonymously.
This implies that only members who have
email were included. Normally, individuals
with access to email are seen as more
sophisticated than those who do not. However,
in this case, we do not believe that this
impacted on our results, because we believe all
shareholders to be relatively sophisticated. The
survey was designed to be short and would
have taken 5-10 minutes to complete. The
request was sent to a random sample of
390 members with a follow-up request two
weeks later and we received 69 usable
responses (29 after the follow-up request) for
an 18 per cent response rate (see Table 1 Panel
A). This response rate appears favourable
compared to that in other studies: De Villiers
and Vorster (1995) 7.3 per cent, Deegan and
Rankin (1997) 24 per cent, Widener (2007)
12.5 per cent, and Abdel-Kader and Luther
(2008) 19.6 per cent.

Since we wanted the survey to be completely
anonymous, we asked the chairman of the
Table 1
Response rate and investment orientation
Panel A – Responses received and response rate
Number of members requested
Number of respondents
Response rate (%)

390
69
18%

Panel B – Investment Orientation
Mean
Standard Deviation
Own investment decision making (active)
Relies on others for decision making (passive)

4.212
2.986
N = 30
N = 13

Notes:
Active: those who answered 1 to 4 on a 10 point scale where 1=own decision and 10=others decide.
Passive: those who answered 7 to 10 on a 10 point scale where 1=own decision and 10=others decide.

We ask respondents to categorise their
investment orientation on a 10 point scale
where 1 represents someone who makes all
their own investment decisions completely
independently and 10 represents someone who
relies totally on others to make decisions for
them. We expected that most respondents
would tend towards making their own

decisions, because they belonged to a
shareholders' association. Table 1 Panel B
shows the mean for this question to 4.212
(with a standard deviation of 2.986) which
place respondents towards the own decision
making (active) part of the range. We classify
those who answered from 1 to 4 as “active”
investors and those who answered from 7 to 10
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as “passive” investors. Thirty (30) respondents
were active and 13 passive investors. This
confirms our expectation that there would be a
larger percentage of active investors. It also
provides evidence that our respondents are
diverse and this is important if the findings are
to be generalised to the South African
individual shareholder. While our results are
representative of the views of shareholders
belonging to the South African Shareholders'
Association, care should be taken in
generalising it to the South African individual
shareholder population. However, the profile
of members of the South African shareholder
association (being generally males, over 50
and retired) seems to fit anecdotal evidence of
the general profile of individual shareholders
in South Africa.
We minimise the possibility of a nonresponse bias by making it easy for
respondents who are less positive to answer
(they could click through and the survey only
took 5-10 minutes to complete), by making it
anonymous (respondents knew that we would
not know who answered) and by asking the
chairman to send out the request under his own
name (making it more official). We regard
early respondents (the first 30) as
representative of those who are positive about
corporate environmental disclosures and late
respondents (the last 29 after the follow-up
request) as representative of those who are less
positive about the subject and those who did
not answer the questionnaire and compare the
responses of early and late respondents. We
acknowledge that this kind of test is not
conclusive in ruling out a non-response bias,
however it is accepted practice and used for
this purpose in surveys (see for example,
Oppenheim, 1992; Pike, 1996; Deegan &
Rankin, 1997; Guilding, Cravens & Tayles,
2000). We compared the mean scores
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(calculated by weighing the responses on the
5 point Likert scale from 1-5) for these two
groups for each of the main questions in the
survey by way of an independent t-test (two
tailed). We found only one significant
difference (at the 10 per cent level), namely
that late respondents were more positive about
separate environmental reports than early
respondents were. This difference is not
important to our findings, because there were
other reporting media that respondents
favoured above separate reports. With only this
one significant difference, and bearing in mind
that the late respondents (representative of
non-respondents) were more positive than the
early respondents were, we believe that the
risk of a non-response bias in the results is
adequately addressed.

5
Results
The main results of the survey are reported in
Table 2 with the questions in the first column,
the percentage of respondents who agreed or
strongly agreed in the second and the mean in
the third. The standard deviation is reported in
the last column. A 5-point Likert scale was
used. For the purpose of calculating the mean
and the standard deviation, the following
weightings were used: Strongly agree=1,
agree=2, neutral=3, disagree=4, and strongly
disagree=5. Therefore, the closer the mean is
to one, the more respondents agreed with the
question, whereas a mean of 3 indicates
neutrality. Overall, respondents appear to be
very positive about corporate environmental
disclosure. It is also worth noting that the
standard deviation is mostly under 1,
indicating a fair amount of agreement among
respondents, as responses were generally not
far from the mean.
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Table 2
Main survey results
Panel A – Information that should be disclosed
The following environmental information should be disclosed by companies:
1. A description of the company’s major environmental risks and impacts
2. The company’s environmental policy
3. Measurable targets ($ and/or quantities) based on environmental policy
4. Actual performance ($ and/or quantities) against environmental targets
5. Environmental costs by category (note 1)
6. Independent audit of environmental disclosures
Panel B – Where the information should be disclosed
Where should environmental information be disclosed/reported?
1. In the company’s annual report

%
Agree

Mean

Std
dev

97
94
78
81
80
75

1.51
1.57
2.03
1.99
1.88
2.04

%
Agree

Mean

90

1.66

0.659

0.609
0.696
0.778
0.866
0.832
0.977
Std
dev

If you agree with reporting in the annual report, where?


Chairman’s report

70

2.14

1.104



Director’s report

37

2.69

1.022



Management overview

38

2.76

0.987



Notes to the financial statements

17

3.33

0.994



Separate environmental section

77

1.94

0.916

82
62

1.85
2.36

0.846
1.076

%
Agree

Mean

68
44
67
10

2.16
2.75
2.40
3.85

2. On the company’s website.
3. In the company’s separate environmental report.
Panel C – Whether the information should be compulsory
Environmental disclosure by companies should be:
1. Compulsory, prescribed by law
2. Compulsory, prescribed by accounting standards
3. Compulsory, prescribed by stock exchange rules
4. Voluntary and not prescribed


Compulsory, prescribed by any of 1-3 above

Std
dev
1.176
1.082
1.034
1.052

81

Panel D – Reasons for disclosure
Companies should disclose environmental information because:
1. It is material for financial decision making (e.g. buy/hold/sell shares)
2. It is a means for companies to defend their environmental management
3. Companies should be accountable for their environmental stewardship
4. I am concerned about climate change

%
Agree

Mean

61
79
94
84

2.29
2.12
1.63
1.70

Std
dev
1.018
0.751
0.655
0.782

This table summarises the results for the main survey questions/statements. The survey questions/statements are provided in
the first column in four panels. The second column represents the percentage of respondents to the particular question that
Strongly Agree and Agree. A 5-point Likert scale was used and the mean and standard deviation calculated with 1=Strongly
Agree; 2=Agree; 3=Uncertain; 4=Disagree; and 5=Strongly Disagree. The mean is given in the third column and the standard
deviation in the fourth column.
Note 1: Environmental costs by category is for example energy, waste handling, toxic releases, treatment and disposal of
waste, rehabilitation of land, legal compliance with environmental requirements, recycling, environmental fines and
packaging.

At least 75 per cent of respondents wanted
each of the specific types of environmental
information in the first 6 questions disclosed
(see Table 2, Panel A). We reiterate these in

the conclusion.
The disclosure medium that most
respondents prefer, is the annual report (90 per
cent), followed by the company website
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(82 per cent) (see Panel B). Separate
environmental reports (62 per cent) appear to
be less popular. Within the annual report,
respondents prefer environmental information
to be disclosed in an environmental section
(77 per cent). The chairman's report (70 per
cent) was also a popular choice for
environmental information in the annual
report.
About two thirds of respondents indicated a
preference for environmental disclosures to be
made compulsory by legal means and/or stock
exchange rules (see Panel C). Only 44 per cent
favoured accounting standards as a means of
making it compulsory. However, 81 per cent of
respondents want environmental disclosures to
be made compulsory in at least one of the ways
mentioned. Only 10 per cent specifically
indicated that they did not want environmental
disclosures to be made compulsory.
We asked respondents to indicate why they
want the information. In Panel D the result of
this question is analysed. We were surprised to
see that most respondents (94%) wanted the
information for accountability from companies
for their environmental stewardship and that
84 per cent gave concerns about climate
change as a reason. We note that 79 per cent
wanted it to allow companies to defend their

environmental management (legitimating
reasons). Although most of our respondents
can be classified as active investors (making
their own investment decisions), making
investment decisions was the least popular
reason (at 61 per cent) for requiring
environmental disclosure. Following our
agency expectations it would appear that
accountability by the agent is the most
important part for wanting this information.
This is also reflected by the high percentage
(75 per cent) of respondents that wanted
the information independently audited.
Shareholders already get the financial
information in the financial statements and,
therefore, they saw the role of the additional
environmental information as discharging of
accountability.
These questions dealt with reasons for
wanting environmental disclosure in general.
We also asked respondents about the use of
specific environmental disclosure types. In this
part of the survey we asked respondents to
select the types of disclosure that they
use/would use if it was given from a list that
we provided and then to indicate what they
would use it for. The most popular disclosures
(support from 25 per cent or more of
respondents) are given in Table 3

Table 3
Information used and what it is used for
Disclosure

% of use

Environmental risks/impacts
Environmental policy
Performance against targets
Waste handling
Rehabilitation
Recycling
Sustainability
Energy use
Environmental targets
Environmental liability
Carbon neutrality
Environmental audit

51%
49%
42%
38%
35%
32%
32%
29%
29%
28%
25%
25%

What it is used for
mostly for investment decisions
investment decisions
equal split (inv. dec., acc., own interest)
accountability and own interest equal
equal split (inv. dec., acc., own interest)
own interest
investment decisions
own interest
equal split (inv. dec., acc., own interest)
investment decisions
own interest
accountability

inv. dec. - investment decisions
acc. - accountability

In Table 3 we report the most popular types of
disclosure wanted in the survey. We show the
types of information our respondents wanted,

and what such information would be used for.
In the survey we proposed three categories of
uses for such environmental disclosures: for
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making investment decisions, for holding the
company accountable, and for own interest
(meaning that this is just considered interesting
information).
As a final test, we compared the means of
the responses of the active and passive
investors in our sample using an independent
samples t-test (two-tailed) and found few
significant differences. This result may be
influenced by the fact that we classified only
13 respondents as passive investors. The
significant differences indicated that passive
investors (those who rely more on others to
make investment decisions) were more
positive than active investors about the
following:
• Disclosure of the environmental policy
(significant at the 10 per cent level),
• Disclosure of environmental performance
against targets (10 per cent),
• The annual report as disclosure medium (1
per cent),
• Using the Chairman’s report within the
annual report (5 per cent), and
• Companies to defend their environmental
management (accountability) as a reason
for disclosure (1 per cent).
Regardless of these differences between active
and passive investors, both groups are
positively disposed towards the compulsory
disclosure
of
audited
environmental
information in annual reports and on websites
for reasons of decision-usefulness and
accountability.

6
Discussion and conclusions
Our survey results show that South African
individual shareholders are very positive about
the disclosure of a range of environmental
information items including:
•
•
•
•
•

overview of environmental risks and
impacts,
environmental policy,
measurable environmental targets,
performance against targets, and
environmental costs disclosed separately.

This confirms our agency-derived expectation that shareholders need this information
to reduce information asymmetry. More
importantly, there is evidence that shareholders
are using specific information, or are planning
to use it, something that has not been reported
in the literature before. Our results therefore
show definite enthusiasm in shareholder
preferences for and uses of this information.
Shareholders also require the information to
be audited, indicating that they need some
assurance in order to improve the reliability of
the information. Recent studies have shown
that the level of assurance of environmental
reports are low overall (Kolk & Perego, 2010),
while a survey by KPMG (2008) shows that
only 36 per cent of environmental reports in
South Africa include assurance statements.
Our finding that 75 per cent of South African
shareholders want the information to be
audited, indicates an important area that needs
attention from companies and assurance
providers, such as the accounting profession.
Our respondents want companies to disclose
environmental information in a separate
section of the annual report and on company
websites. They are less enthusiastic about
separate reports, presumably because they can
get the separate reports on websites. Our
respondents (81 per cent) wanted the
disclosures to be regulated, which would
increase the reliability of the information (as
would assurance). We have indicated earlier
that the flow of information could be regulated
by various mechanisms, such as company law,
accounting standards or stock exchange rules,
or be left as discretionary and determined by
market forces. Our respondents clearly
preferred company law and/or stock exchange
rules. The low percentage that preferred
accounting standards as a way of regulation is
interesting considering South Africa’s long
history of accounting standard setting. This
could be a reaction against the current position
of accepting international standards (i.e. they
prefer a South African solution in the form of
stock exchange rules or company law).
A most interesting finding is that more of
our respondents wanted environmental information disclosed to hold companies accountable for their environmental stewardship than
for investment decision making. Bear in mind
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that respondents could (and many did) choose
both reasons. However, accountability is an
important part of the agency relationship that
we base our expectations on and therefore fits
our theoretical framework. However, this
conception of accountability is different from
the stakeholder viewpoint taken in much of the
accounting literature. In addition we find that
many respondents (84%) also indicate that
they want disclosure because they are
concerned about climate change. This appears
to be a more personal reason and an indication
of strong environmental attitudes among
individual shareholders.
Respondents also indicated that they use
different types of environmental information
for different purposes. This seems logical but
has not been empirically tested before.

For example, environmental risks/impacts
and environmental policy is mostly used
for investment decision-making purposes
(decision usefulness) while accountability is
mostly cited for environmental audits.
In conclusion, the findings imply that
regulators, legislators and standard setters
may have to consider changing disclosure
requirements, laws and standards and
assurance providers may consider pursuing the
market of assuring environmental reports.
Limitations
While our results are representative of the
views of shareholders belonging to the South
African Shareholders' Association, care should
be taken in generalising to the South African
individual shareholder population.
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