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Abstract  

The purpose of this study was to examine the moderating effect of board education diversity on the relationship 

between ownership concentration and environmental accounting disclosure. The study was driven by stakeholder’s 

theory. The longitudinal research design was adopted in the study. The study targeted 27 listed firms from 2008 to 

2017. Panel regression analysis results indicated ownership concentration (β = -.131, ρ<.05) had a negative and 

significant effect on environmental disclosure in Kenyan firms. However, Board education diversity positively 

moderated the relationship between ownership concentration (β=.138, ρ<.05) and environmental accounting 

disclosure. Thus, board education diversity is an enhancing moderator in the relationship between ownership 

concentration and environmental accounting disclosure. The findings validate stakeholder theory's proposition.  The 

study recommends that firms listed in the NSE ought to diffuse ownership concentration, and their boards should be 

well educated and experienced to enhance environmental accounting disclosure. 
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1. Introduction  

The trend in environmental awareness has led to a rising demand for environmental accountability by organizations. 
Although corporate disclosures play a critical role in mitigating information asymmetry, corporate disclosure literature 

has documented significant disclosure variations rates across nations and corporations (Demir & Bahadir, 2014; Aljifri 

et al., 2014). The significant variations in the extent of disclosure across companies globally promote researchers to 

look at the variables behind this variation. It is therefore essential for a company to know the environmental accounting 

disclosure determinations such as the firm's specific attributes. Over the past few decades (Al-Janadi et al., 2012), the 
diversity of managers and board members has been one of the most important corporate governance issues; thus, 
corporate disclosure. Since boards of directors are accountable for disclosure procedures and need to be conscious 

that appropriate disclosure of data is crucial to assess investment possibilities and risks (Al-Janadi et al., 2012), it is 

anticipated that various boards will disclose value-relevant information to stakeholders in order to enhance decision-

making processes. 

Another characteristic included in previous research is the capacity of the board, too based on the assumption that 

expertise and abilities guarantee better monitoring, thus greater disclosure. Previous studies indicate that board 

capacity could be evaluated using the following features: Knowledge and abilities to monitor an organization 
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appropriately (Nicholson & Kiel, 2004), legitimacy and the ability to connect the company with key stakeholders and 

other key parties (Ong & Wan, 2008), professional accounting and financial knowledge to report in a more simple 

way, experience measured from a variety of backgrounds and management of other unconnected firms (Westphal & 

Milton, 2010), hoping that board monitoring and decision-making should be improved.  According to previous results 

(Haniffa & Cooke, 2002; Chiang & He, 2010), board members with higher education degrees are anticipated to have 

better general knowledge, while those in dual roles are presumed to have better business understanding and experience, 

and thus should be able to guarantee more disclosure of corporate information. 

Professional knowledge has proved to provide better oversight, fair and adequate disclosure of corporate information. 

However, board diversity's impact on disclosure practices still remain unexplored and requires further studies as a 

strong disclosure approach is critical to meeting the data requirements of its shareholders and thus reducing 

information asymmetries on capital markets (Haniffa & Cooke, 2002; Chiang & He, 2010). This is a relevant issue 

for the understanding of the benefits of board diversity since the previous literature generally assumes that voluntary 

disclosures help to enhancing transparency while improving firm results and market efficiency. However, despite the 

fact that social accounting and reporting is a new phenomenon and the absence of any compulsory regulation for this 

disclosure in Kenya, businesses are willingly involved in reporting on several social responsibility operations in their 

annual financial reports and it appears that businesses have made significant progress beyond literature. While many 

studies on corporate social responsibility (CSR) have been conducted on social and environmental accounting and 

reporting in particular, few have been performed to determine the moderating impact of board education diversity on 

the link between ownership concentration and environmental accounting disclosure in the Nairobi security exchange, 

Kenya.   

 

2. Theoretical Framework  

The study was guided by Stakeholder theory which has been widely employed in accounting literature as providing 

strong justification for both corporate social and environmental disclosure practices and corporate governance 

mechanisms. The theory of stakeholders includes recognizing and identifying the connection between the conduct of 

the company and its stakeholders' effect (Ansoff, 1965). Therefore, the corporation's continued existence needs 

stakeholders support and its approval must be sought and the activities of the corporation are adjusted to obtain that 

approval. The stronger the stakeholders the more the company adapts (Gray, et al., 1995). The organization has many 

stakeholders, which is why it owes accountability to all its stakeholders, referring to the broad spectrum of duties 

allocated to corporate decision-makers (Gray et al., 1996).  However, this connection can be managed by offering 

more data through voluntary social and environmental reporting, supporting and approving stakeholders.  

The stakeholder theory's primary benefit is to provide a means to deal with various stakeholders with multiple 

conflicting interests. It was asserted that the satisfaction of the various stakeholders' interests is accomplished through 

system-centered theory (Freeman, 1984). In the context of corporate social responsibility research, stakeholder theory 

offered a new perspective by suggesting that shareholder requirements cannot be met without meeting other 

stakeholders' needs (Foster & Jonker, 2005; Jamali, 2008). The stakeholder theory, therefore, offers a helpful structure 

for evaluating the operations of corporate social and environmental reporting (Snider et al., 2003). The stakeholder 

theory's basic proposition is that the result of the effective leadership of the company's interactions with stakeholders 

determines the achievement of the firm (Elijido-Ten, 2004).  In this situation, the organization of interest identifies 

the stakeholders by a perceived strategic need to handle specific interactions in order to attain their goals (Uwuigbe, 

2011). The theory supports the idea that the behavior of various stakeholder groups is what encourages management 

to match corporate needs with their surroundings (Nassr, 2004). The stakeholder theory management branch offers a 

structure for analyzing CSED in an organization-centric manner. The achievement of handling stakeholders properly 

using CSED through the release of accountability is probably some type of organizational legitimacy (Van Der Laan, 

2009).  According to stakeholder theory, the economic performance of a firm also has a positive impact on voluntary 

environmental and social disclosure (Cormier & Magnan, 2003; Ho & Taylor, 2007) and social responsibility 

investment (Cho and Patten, 2007). 

2.1. Literature review 
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Ownership concentration is defined as the ownership structure and the proportion of the company’s shares that are 

owned by a given number of the largest shareholders (Sanda et al., 2005). According to Brammer & Pavelin (2006), 

shareholders have little direct power over executives in the event of ownership dispersion and are therefore unable to 

monitor management efficiently and a consequent degree of information asymmetry. This situation brings an adverse 

investor reaction, provides an incentive for a firm to disclose environmental information to shareholders (Brammer & 

Pavelin, 2006; Ullmann, 1985). Alternatively, ownership concentration, which is associated with fewer agency 

conflicts, decreases the likelihood of voluntary disclosure. In addition, substantial shareholders may represent a key 

stakeholder group who have power (O’Sullivan et al., 2008) and therefore can obtain the required information from 

alternative sources other than corporate disclosure (Berthelot et al., 2003). Similarly, Cormier et al., (2005) asserted 

that close-held ownership is not expected to respond to public disclosure as the dominant shareholders typically have 

access to the data they need. 

Companies can decide to disclose environmental accounting if the benefits exceed the costs, even if that means 

neglecting the best interest of the minority shareholders (Jaggi et al., 2009). It is envisaged that companies with a low 

percentage of concentrated ownership may not be likely to report voluntary information because they are no interested 

family owners to maximize their own private benefits. Jiang et al. (2011) examined the effect of ownership 

concentration and disclosure of data asymmetry among New Zealand companies. Their results demonstrated a positive 

effect of ownership concentration along with the adverse effect on information asymmetry from discretionary 

disclosure. Reeb & Zhao (2013) also evaluated the associations between board members' education, experience, and 

communication, quality of disclosure, and asymmetry of data. Their findings demonstrate an inverse relationship 

between board members ' education, experience and communication and information asymmetry. In addition, Dai et 

al., (2013) explored how information asymmetry and ownership of mutual funds influenced the earnings management 

of the listed companies. The research results showed that decreasing the asymmetry of data enhanced the earnings 

management conduct of companies. Furthermore, they also discovered that the long-term mutual funds, compared 

with the short-term mutual funds, increased the quality of income by taking on a monitoring function. However, by 

evaluating data accuracy, Han et al., (2014) noted that managerial ownership was favorably correlated with the public 

and personal data accuracy of economic analysts, mainly consistent with the managerial equity ownership alignment 

perspective. 

Previous researches document that high level of education among directors on the boards results in a greater ability to 

adopt new ideas and to accept innovations (Guthrie et al., 1990; Wally & Baum 1994; Miller et al., 2009, a broader 

view and larger breadth of understanding (Post et al., 2011). More diverse boards possess more diverse knowledge 

bases and the perspectives necessary to develop and evaluate solutions to complex problems (Milliken & Martins 

1996; Van Der Walt et al., 2003; Van der Walt et al., 2006). An educated director can have a broader perspective and 

superior pattern of thinking and, thus, is more likely to understand the wider interests of various stakeholders (Welford 

2007).  

Diversity in boardrooms has received a great deal of attention in recent years for both regulators and academics. 

International organizations have considered diversity as an important goal in most of the reforms of governance codes 

(Hafsi & Turgut, 2013). The Securities and Exchange Commission has introduced particular regulations in the United 

States that regulate the disclosure of listed companies and how board diversity is regarded in the nominee selection 

process (SEC Release 33-9089 published on 16 December 2009). However, Hafsi & Turgut (2013) play a crucial role 

in understanding the variety of boards. Examining the impact of two-dimensional board diversity on the social 

performance of companies listed on S&P 500, they find that board diversity is statistically important and favorably 

linked to social disclosures, and that board diversity does not have a significant impact on social disclosures. 

Furthermore, this research first assumes that board diversity characteristics are of equal significance and then attaches 

unequal significance to the measurement of board diversity and board diversity indices. Previous studies also 

document a favorable connection between disclosure (such as social and economic disclosure or voluntary disclosure) 

and board of manager’s demographic characteristics such as gender diversity (Bear et al., 2010; Fernandez-Feijoo et 

al., 2014; Post et al., 2011) and diversity of education (Akhtaruddin & Abdur Rouf, 2012). Board members with 

distinct educational levels are important for corporate efficiency as it enhances the ability of managers to process data 

and skills to acknowledge new views and abstractions (Hsu et al., 2013).  It also enhances the social relationship and 

affinity of corporate board members with other industry participants (Nielsen, 2010). Wallace and Cooke (1990) 
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argued that managers with a background in accounting and business education could generate a wider amount of 

disclosure to improve management's corporate image and credibility. 

The primary goal of the present study is to empirically examine the moderating impact of board education diversity 

on the connection between ownership concentration and disclosures of environmental accounting in Kenya. The major 

contribution of the present research is that it is the first study to tackle corporate environmental disclosures empirically, 

to the best of my understanding, in line with the framework of international accounting standards.  However, in this 

respect, the study is expected to fill an existing gap in corporate environmental disclosure literature. Consequently, it 

intends to systematically extend prior research within a Kenya context and to overcome the limitations inherent in 

prior research. The current study contributes to two streams of literature, the disclosure literature, and ownership 

structure literature, by providing updated documentary and empirical evidence on the relationship between ownership 

structure literature and environmental accounting disclosure practices in the annual reports of Kenya companies. 

Based on the theoretical framework specifically on stakeholder theory, ownership concentration is crucial in predicting 

or signaling firms financial report quality. Furthermore, numerous studies based on literature have given some proof 

on the link between ownership concentration and disclosure of environmental accounting. Thus, the study 

hypothesized that:  

H0:  Board education diversity has no significant moderating effect on the relationship between ownership 

concentration and environmental accounting disclosure of listed firms in Nairobi Securities Exchange. 

 

3. Methodology 

The study was based on a positivist approach in longitudinal research design in attempting to confirm formulated 

hypotheses in order to elucidate the current scenario (Bechhofer and Paterson, 2008). The study used secondary data 

collected from the audited annual financial reports from 67 listed firms at the Nairobi Securities Exchange from 2008 

to 2017. The period of the empirical analysis was ten years from 2008 to 2017. The plausible explanation was that 

these firms are likely to pollute the environment. Therefore, the study’s inclusion criteria were the 27 listed firms from 

2008 to 2017.  

Data was sourced from capital market authority or downloaded from http://www.cmarcp.or.ke/index.php/financial-

reports-accounts, company website, and http://africanfinancials.com. The data collection instrument used in this study 

is a content/document analysis guide. Environmental disclosure content analysis involves the construction of a 

classification scheme and establishing a set of decision rules for coding, measuring and recording the data being 

examined (Milne & Adler, 1999). A checklist of environmental disclosure items listed by the disclosure category is 

constructed to capture corporate environmental disclosure practices in annual reports. 

Independent Variables           Moderator               Dependent Variables Variable 

 

 

 

 

Source: The authors (2019) 

Figure 1: Conceptual Framework 

 

Environmental Accounting 
Disclosure  
 

Board Education Diversity 

Ownership Concentration 
 

http://www.cmarcp.or.ke/index.php/financial-reports-accounts
http://www.cmarcp.or.ke/index.php/financial-reports-accounts


John Kipngetich TARUS / Journal of Wellbeing Management and Applied Psychology 3(1), pp.1-10 

 

5 
 

The checklist consists of various segments displaying the distinct categories or regions to which each data about 

environmental disclosure belongs. A preliminary checklist that contains the expected environmental accounting 

information items is prepared based on prior studies that have extensively examined environmental disclosure 

practices (Burritt, 1997; Clarkson et al., 2008; Cormier & Magnan, 2003; Cormier et al., 2011; Cormier et al., 2005). 

The checklist is then adapted to match the best practices as outlined in the Global Reporting Initiative rules and 

suggestions (GRI, 2006). Environmental disclosure quantity is coded by identifying each environmental information 

item in the annual report with one of the checklist items using predetermined decision rules. This procedure enabled 

the revealed data to be codified into predefined classifications. Dichotomous results are used to examine the existence 

or lack of the various items in the checklist using binary codes. The study assumes that board education diversity 

moderates the relationship between ownership concentration and environmental accounting disclosure. This 

interaction is diagrammatically depicted in figure 1. 

 

4. Findings  

This section presents the findings and discussions of the results. Descriptive statistics are provided in Table 1 for 

the dependent, independent and test factors. Using a scoring system to develop an EDI, consistent with previous 

study findings, our results indicate that the mean value of environmental accounting disclosure ranged from a 

minimum of .060 to a maximum of .870. The average value for environmental accounting disclosure was. 526. 

Although the level of environmental accounting reported during the period 2008 to 2017 is low on an aggregate 

basis, the extent of environmental disclosure has increased between 2008 and 2017 as well as the number of Kenyan 

companies disclosing environmental information.  Indeed, despite the low average value of the environmental 

disclosure index, it has positively evolved, both overall and in each industry. Therefore, we can assert that the Keya 

firms’ environmental reporting practices have improved over the studied period of time, although their level of 

environmental disclosure still lags behind those of other European countries, such as Spain. Ownership 

concentration was at a mean of 32.636 with a minimum of .000 and a maximum of 97.540 indicating that on 

average the five highest shareholders of the firms had 32.6% shareholding. From table 1, the findings also revealed 

that although ownership concentration had a negative (r = -.494) correlation with environmental accounting 

disclosure, the relationship was significant, p < .01. In addition, board education had a positive and significant 

correlation with environmental accounting disclosure (r = .302).  

Table 2: Correlation Results  

Stats Min Max Mean Sd EAD OC BED 

EAD .060 .870 .526 .215 1   

BED 2.360 5.000 4.188 .521 -.494** 1  

OC .000 97.540 32.636 24.736 .302** -.427** 1 

** Correlation is significant at the .01 level (2-tailed).   

* Correlation is significant at the .05 level (2-tailed).   

Source: (Field data, 2019) 

 

4.1. Hypothesis testing 

Hypothesis H0 indicated that the board education diversity has no significant moderating impact on the link between 

ownership concentration and disclosure of environmental accounting of selected listed companies in NSE.  The 

findings showed that board education diversity had a negative and significant moderating impact on the association 
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between ownership concentration and disclosure of environmental accounting (β = -.131; ρ<.05). The Ho5a 

assumption was therefore rejected. This means that board education diversity enhances the association between 

ownership concentration and disclosure of environmental accounting. Thus, under higher Board, education diversity 

ownership concentration strongly affects environmental accounting disclosure (β = .138; ρ<.05). In line with the 

results, Hafsi & Turgut (2013) explained that board diversity is statistically significant and linked positively to 

environmental disclosures. 

Table 3: Hierarchical Regression for Testing Moderating Effect Board Diversity 

 Model 1 Model 2 Model 3 

EAD Coef. 

Std. 

Err. P>t Coef. 

Std. 

Err. P>t Coef. 

Std. 

Err. P>t 

OC -.131 .054 .015 -.104 .056 .063 -.313 .154 .044 

BED -.190 .182 .299 .594 .348 .090 .050 .511 .922 

OC_BED    -1.124 .577 .053 .138 .095 .048 

_cons       -.301 .808 .710 

sigma_u .310   .313   .316   

sigma_e .759   .756   .754   

Rho .143   .147   .150   

R-sq:  

within .358   .388   .422   

R-sq Δ    .031   .034   

F(1,242) 5.960   4.460   3.690   

Prob > F .015   .013   .013   

Housman test          

chi2(6)  4.001   6.010   6.930   

Prob>chi2  .020   .000   .000   

 

4.2. Nature of Moderation  

As concerns the moderating effect, Figure 2 reveals that at lower levels of ownership concentration, environmental 

accounting is higher for firms with high board education diversity compared to those with low board education 

diversity. However, at a high level of ownership concentration, environmental accounting disclosure increases more 

for firms with high board education diversity compared to those with low board education diversity as indicated by 

the steepness of the slopes. Therefore, the hypothesis was not supported and it was concluded that board education 

diversity is an enhancing moderator (strengthens the relationship). 
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Source: The authors (2019) 

Figure 2: Modgraph of board education diversity on the relationship between ownership concentration and 

environment accounting disclosure 

 

5. Conclusion and Recommendations 

The research found that board education diversity positively moderates the relationship between ownership 

concentration and environmental accounting disclosure among the selected listed companies in NSE. The incidence 

of ownership by the five biggest shareholders may be correlated with reduced rates of disclosure of environmental 

accounting. The findings indicate that companies do not act more in environmental protection. There is, therefore, an 

asymmetry of data regarding environmental disclosure. In addition, the cost/benefit trade resulting from the public 

disclosure of personal data is likely to be addressed as the benefit is distributed among many investors (Cormier & 

Magnan, 1999).  In contrast, closely-held companies, (with the absence of non-managerial or outside shareholders) 

tend to have a lesser need for environmental information. More importantly, a significant amount of funding is required 

for environmental disclosure. In addition, the price of the disclosure may well outweigh the advantage to some firms, 

particularly smaller firms and closely-held firms. These businesses rarely spend large amounts in operations linked to 

social or environmental issues. Furthermore, close ownership and dominant shareholders typically have access to the 

data they need (Cormier et al., 2005). Management is therefore not sensitive to wider public disclosures of the 

environment.  

The theoretical developed by the current study is the first to use the moderation effect of board education on the link 

between ownership concentration and disclosure of environmental accounting. However, the results elaborated that 

having highly educated board members in the firms improve corporate environmental accounting disclosure. The 

research, however, depended strongly on annual audited financial reports, thereby excluding other sources of 

environmental disclosure data. Despite these constraints, the findings of this study may support other research findings 

and provide a foundation for future studies. 
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