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Abstract

Purpose: Traditional financial reporting is insufficient to meet
stakeholders' increased demand for information. Financial reporting
contains disclosures mandated by regulators, but few companies go above
and beyond to provide additional information voluntarily. The primary goal
of this research is to determine whether voluntary environmental, social,
and governance (ESG) and corporate social responsibility (CSR) disclosure
affects financial reporting quality, firm value, stock value, and tax
avoidance using data from a sample of Egyptian firms listed on the EGX.

Research Methodology: Using four regression models, the four
research hypotheses were examined using secondary data gathered from the
financial statements of 45 Egyptian firms listed on the stock exchange from
2016 to 2022, totaling 315 firm-year observations. Non-financial firms
were excluded due to their unique nature.

Findings: According to the statistical findings, there is a favorable
association between the level of voluntary ESG/CSR disclosure and the
quality of its financial reporting, which is reflected in the business value
and share value. The findings show that enterprises' performance in social
and environmental sectors is adversely connected to tax avoidance,
implying that firms with socially responsible performance are less likely to
avoid taxes.

As Investors and customers are becoming increasingly concerned about
the environmental and social impact of the companies in which they invest
or buy. ESG/CSR reporting can assist organizations in meeting these
expectations and building confidence with stakeholders; as a result,
ESG/CSR reporting is a vital opportunity for a company to convey its
environmental, social, and governance aims in order to attract and retain
new investors. According to the findings, ESG/CSR disclosure plays an
important function in business, such as improving corporate transparency,
building corporate image, and providing helpful information for making
investment decisions. Furthermore, the findings may provide policymakers,
creditors, investors, and other stakeholders with a more comprehensive
view of corporate board diversity and ownership when attempting to ensure
an optimal degree of ESG/CSR disclosure from listed businesses in Egypt
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or other emerging markets. According to the findings, improved financial
reporting quality can increase a company's access to external sources of
finance while also stimulating investments and improving efficiency.
Organizations that implement sustainable business practices and disclose
their ESG/CSR performance may be better positioned to access capital,
manage risks, and attract and retain employees and customers. This can
eventually lead to better economic performance.

Originality / Value: As a result, firms must consider the interests of all
key stakeholders, not just the economic aspects but also the social and
environmental factors. Companies' growing interest in operating their
businesses with a focus on the demands of their stakeholders will drive
them to reveal more in their CSR reports. More voluntary disclosures
improve transparency and lessen information asymmetry. These disclosures
are necessary for making more informed investment decisions. The
disclosure of firm information can increase the availability of information
for stakeholders, which will affect the quality of its investment decisions.

Keywords: Environmental, Social, and Governance; Corporate
Social Responsibility; Voluntary Disclosure; Financial Reporting
Quality; Firm Value; Stock Value; Tax Avoidance; Egypt.
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Introduction

Unlike developed nations, Egypt is still in the early stages of developing
financial markets, investor protection, and corporate controls. In
comparison to other emerging economies, Egypt has made significant
efforts to reform its economy and improve the business climate in order to
attract regional and foreign investors. Accounting measurements and
disclosure rules in Egypt are more secretive, conservative, and opaque. As
a result, there is a need to improve financial reporting credibility and
corporate transparency in order to maintain faith in financial markets and
attract investors. Egypt, on the other hand, has been using the International
Financial Reporting Standards (IFRS) since 2012, but their application is
restricted and there are no penalties for noncompliance. Because of the
absence of enforcement, mandatory disclosures are even more likely to be
voluntary. As a result, disclosure credibility may suffer, leading to a
negative impression among investors in the long run. Financial reporting
primarily gives financial information, but it may also include additional
disclosures such as social aspects, competitive advantages, market
circumstances, and other explanations. Users must ensure that the stated
financial reporting meets a certain quality standard in order to obtain
accurate and reliable information (Setyahuni et al., 2022).

All financial and non-financial information disclosed by management
beyond the required financial reports is considered voluntary disclosure,
strategic information such as products, competitors and customers, while,
financial information such as management forecasts and stock prices. Non-
financial information such as ESG sustainability performance is example of
voluntary disclosure (Li & Yang, 2016; Rezaee & Tuo, 2017).

All public companies are required to satisfy minimum disclosure
requirements; however, the quantity of additional information disclosed to
the capital markets varies significantly. One way to improve the company's
credibility is through broad voluntary disclosure, which aids investors in
understanding business strategy and management.

Voluntary disclosure benefits mainly companies, investors, and the
whole economy. For example, it helps companies and investors make better
decisions related to capital allocation choices and reduce firms' costs of
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capital, both of which benefit the overall economy. It may also help to
minimize conflicts of interest in publicly traded companies. Voluntary
disclosure is the provision of information in annual reports by the
management of a corporation that goes beyond requirements such as
accepted accounting principles and SEC recommendations if the
information is judged relevant to users' decision-making (Al-Akra & Ali,
2012). According to Hassan et al. (2009), voluntary corporate disclosure
promotes share trading and reduces the severity of uncertainty surrounding
company growth prospects. Corporate disclosure has been identified as one
of the most important factors supporting sound corporate governance. The
business becomes more transparent as a result of voluntary disclosure,
narrowing the information gap between insiders and outsiders. This could
increase management accountability while reducing investor monitoring
costs. Even if it is not obligatory, this type of disclosure is suggested as a
best practice.

According to EI-Din et al. (2021), corporate disclosure practices are
evolving nowadays, as are the types of information companies are required
to provide to investors. In addition to financial statements, businesses have
started to issue more detailed voluntary disclosures to meet investors'
information needs. This information supplements mandatory disclosure
requirements. Voluntary disclosure reduces the knowledge asymmetry
between corporate management and shareholders, resulting in greater
corporate transparency and openness. It is also associated with some
market benefits, such as a lower cost of capital and a higher company
valuation.

Environmental, social, and corporate governance (ESG) initiatives are
typically motivated by a noble wish to elevate the visibility of ethical and
social considerations in businesses. Corporate social responsibility (CSR) is
a management concept that integrates social and environmental concerns
into company operations and interactions with stakeholders. ESG alludes to
a corporation's financial interests, which are mainly focused on ethical and
sustainable outcomes. Some businesses use ESG to evaluate and predict
their financial performance.
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Firm value, dividend policy, and financial success (financial
profitability and liquidity) all have a beneficial impact on the firm's ESG
performance. Even though ethical, sustainable, and corporate governance
are regarded as non-financial success indicators, voluntary disclosure and
financial leverage have a negative impact on a firm’s ESG practices. Over
the last decade, there has been a surge in interest in ESG problems among
institutional investors, individual shareholders, local communities,
governments, workers, and suppliers. ESG assists firms in pursuing
financial reporting while also coordinating the non-financial performance
of the three aspects in order to coordinate environmental and social
responsibility in the process of realizing firm value while also promoting
long-term sustainable growth.

According to Van Marrewijk (2003), CSR, or corporate sustainability,
refers to voluntary corporate activities that demonstrate the inclusion of
social and environmental concerns in company operations and interactions
with stakeholders. The process of communicating the social and
environmental effects of organizations’ economic activities to specific
interest groups within society and to society at large has been defined as
corporate social and environmental reporting. As such, it entails expanding
organizations’ accountability beyond the traditional role of giving a
financial account to capital owners, particularly shareholders. Such an
extension is based on the idea that businesses do have obligations beyond
just maximizing shareholder value (Rizk et al., 2008). The process of
measuring, disclosing, and becoming responsible for all stakeholders
(internal and external), is known as ESG practices. The ESG disclosure of a
company shows its progress towards the goal of sustainable development.
According to Wong (2017) and Almeyda & Darmansyah (2019), the ESG
report is frequently assessed by shareholders since it relates to the firm's
strength, risk management, and efficiency.
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1. Literature Review and Hypotheses Development

1.1 Financial Reporting Quality, Environmental, Governance

and Corporate Social Responsibility Voluntary Disclosure

Financial reporting provides financial information on topics such as
anticipated returns, the timing and uncertainty of future cash flows, and
management's stewardship of the entity's economic resources. General-
purpose financial reporting has evolved to satisfy the information
requirements of current and potential investors, as well as other financial
stakeholders like creditors. ESG and CSR are sustainability reporting
methods that have emerged to meet information needs, recognizing that
sound financial decisions are founded on data and analysis that go beyond
what financial information can provide. It also recognizes that there are
groups of interest other than financial resource providers. The trend of
socially responsible investment can be seen, which is based on assessing a
company based on ESG criteria (Bollen, 2007; Renneboog et al., 2008).
Because this strategy can raise stakeholders' attention, the quantity and
quality of disclosed information on a company's ESG activities are
included in annual reports. ESG indicators are non-financial factors that
stakeholders examine to identify risks and opportunities related to
environmental issues, employees, suppliers, customers, and shareholders,
compliance with business ethics and rules, and fair competition. Given that
a business's value can be determined by both financial and non-financial
factors, integrated reporting has become a requirement for providing real,
accurate, and complete information to all stakeholders.

A socially responsible investment trend has emerged in recent years. In
addition to the financial performance indicators found in the annual
financial reports, investors want to increase their wealth by evaluating
investment options and purchasing shares in companies with social and
ethical practices, and they focus on financial as well as sustainability
performance. According to this viewpoint, disclosure of ESG and CSR
reporting may be significant factors in investment decisions. They may also
have an impact on stock prices and market capitalization (Sahlian et al.,
2023).
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Numerous studies have been conducted to investigate the connection
between ESG and CSR and financial reporting quality, as both concepts are
extremely important to stakeholders. According to stakeholder theory,
businesses should consider the concerns of other stakeholders when
providing high-quality financial and non-financial information, in addition
to meeting the information requirements of shareholders. High-quality CSR
disclosures pique the interest of investors and the media, increasing the
likelihood that management will be discovered and punished if any
misconduct occurs. As a result, high-quality CSR reporting tends to
improve information symmetry and keep management from engaging in
unethical behavior.

According to Biddle et al. (2009), high-quality CSR disclosure benefits
firms in a variety of ways, including (a) increased investor trust, which
makes it easier to obtain capital funds, alleviate financing constraints, and
enhance reputation (Dhaliwal et al., 2014); (b) improved information
symmetry (Cho et al., 2013), which eliminates the perception of any
irregularity in disseminated information; and (c) effectively attenuates the
economic frictions caused by information asymmetry.

The IFRS foundation, the International Accounting Standards Board
(IASB), and the International Sustainability Standards Board (ISSB)
support the integrated reporting of companies' financial as well as
sustainability performance. According to these regulatory and standards-
setting organizations, integrated reporting is a clear, concise, and credible
communication regarding how a company’s governance, strategy, social
responsibility, and prospects create value for stakeholders in the short-run,
medium-run, and long-run in regard to the context of its external
environment. The CSR report addresses the standards, quantity, and quality
of a firm in terms of ESG issues and performance (Myskova & Hajek,
2018). According to Tseng (2022), CSR reports increase information
openness and transparency in the stock exchange market. Cai & He (2014)
indicate that CSR can help companies create more value in the market
because ESG and CSR practices are intangible assets that are typically
undervalued by the market but can produce a long-term excess return.
Furthermore, by strategically integrating ESG standards, Mollet et al.
(2013) described the positive return of investment in CSR. In addition,
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CSR reporting can communicate to stakeholders a good image about the
company's commitment to ESG practices in order to maintain long-term
sustainability (Al-Shaer & Hussainey, 2022; Axjonow et al., 2018).

Based on the previously presented literature, the researcher
hypothesized the following:

H1: ESG and CSR sustainability voluntary disclosure have a
significant positive impact on financial reporting quality.

1.2 Firm Value, Environmental, Governance, and Corporate

Social Responsibility Voluntary Disclosure

Corporate value is an important factor for both corporate managers and
investors. The market's assessment of a company's current and future
performance is reflected in its corporate value. A public offering is a way
for companies to maximize the value of their business. When it comes to
investing, a company's value is one of the most important factors.
Enterprise value is one of the financial indicators of success that tells
investors how prosperous a company is. Companies are responsible for
determining how to maximize value while maintaining shareholder trust
(Kamalia, 2020). According to sustainability theory, companies that
disclose ESG-related information benefit from gaining social reputation
and social capital, driving long-term growth (Waheed & Zhang, 2020).

The measures of environmental protection, social responsibility, and
governance status of enterprises have a direct impact on ESG evaluation,
and improvement, which in turn is beneficial to the enhancement of
company value. Furthermore, ESG is highly accepted and respected due to
its vast breadth and abundance of information, which can represent a
company's operating conditions and potential hazards (Hu et al., 2018).
Sectors with strong ESG performance are more likely to be recognized by
government agencies, gaining consumer and investor confidence. This
increases the company's credibility and competitiveness while reducing the
losses caused by associated penalties.

Many previous studies have discovered a positive relationship between
firm value, ESG, and CSR practices. Fatemi et al. (2018) concluded that
ESG investments have a positive impact on firm value and thus increase
firm value. Furthermore, they emphasized that low ESG investments
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reduce firm value due to the moderating role of disclosures, which mitigate
the impact of weaknesses while amplifying the positive effects. Similarly,
Wong et al. (2020) investigated the relationship between ESG and firm
value in developing nations and discovered that increasing ESG activities
lowers the cost of capital, which increases firm value in terms of Tobin's Q.

Aboud and Diab (2018) investigated the relationship between Egyptian
ESG disclosure practices and firm value and discovered an increase in firm
value for Egyptian companies listed in the ESG index. This demonstrates
that high-ranked firms in the Egyptian ESG Index have a favorable
relationship with firm value when compared to low-ranked firms.
According to research by Liu and Zhang (2017), social responsibility
disclosure does not benefit a company's short-term profits, but it can
enhance its long-term value.

Subsequently, Aboud and Diab (2018) found that companies included in
an ESG index have high corporate value as measured by Tobin's Q;
furthermore, Fatemi et al. (2018) found that ESG practices enhance
corporate value. Using the example of a listed company in China, Zhang et
al. (2020) divided ESG into three different aspects and explored their
interaction effects on corporate value, showing that only disclosure of
social and environmental information can have a positive impact on
corporate value.

As noted above, most studies on ESG performance and firm value
suggest a positive relationship, but some scholars believe that ESG
performance has no or even a negative impact on firm value. According to
Brammer and Pavelin (2006), a company's ESG investments consume a
portion of its corporate capital, so improving ESG performance does not
contribute to increasing corporate value. Sassen et al. (2016) explored the
impact of ESG determinants on corporate risk in European companies and
found that improving ESG performance impedes corporate value creation.

Corporations are increasingly disclosing information about their CSR
practices in order to satisfy the interests of diverse stakeholders and create
a positive image in the market and society (D'Amato & Falivena, 2020).
These CSR practices are critical parameters and important factors for the
business's long-term growth and value creation. Because of the benefits of
firms' CSR practices that are provided to their direct and indirect
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stakeholders—such as employees, customers, the environment, and
society—CSR plays an important role in firms' value creation (Jamali,
2008).

According to Ogachi & Zoltan (2020), firms are sharing more
information about their CSR practices in order to receive positive support
from stakeholders. CSR disclosure assists businesses in improving their
corporate image and transparency, as well as increasing investor trust in
investment decisions.

CSR reporting techniques in developing countries' socio-cultural
environments are important because countries' socioeconomic, political,
and cultural environments have a significant influence on accounting in
general and CSER in particular (Rizk et al., 2008).

The idea of corporate social responsibility disclosure (CSRD) has grown
in popularity among corporations. Such disclosures offer information that
goes beyond what is communicated in financial disclosures and can reduce
the knowledge gap, improve the legitimacy of corporate reporting, and
strengthen the role of accounting data in firm valuation. Companies have
expressed concern about the publication of information like the number of
women on the board (and the percentage of females in leadership) and the
charity contributions made by the company.

The decision of which CSR practices should be implemented and how
they should be communicated is a crucial concern for a socially responsible
corporation because the various stakeholders can only support and reward
"good" businesses when they are fully aware of the "good" practices of
those companies. As a result, there is also a significant link between a
company's CSRD and business sustainability (Akisik & Gal, 2011).
According to Pagano et al. (2002), disclosure is a mechanism that provides
investors with the required information that lets them better know the
company and its value.

The goal of ESG disclosure is to increase the openness and availability
of information on a company's ESG practices. There are two main points of
view regarding a company's ESG initiatives and firm value. The first point
of view concerns the cost of ESG initiatives and their effect on a company's
value. When expenses are kept to a minimum, a company can achieve
favorable results by increasing employee productivity and lowering

54
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

pollution fines. However, as evidenced by decreasing shareholder benefits,
greater utility drives insiders to spend more than value-maximize levels
(Barnea & Rubin, 2010; Abdi et al., 2022).

The other point of view emphasizes the value-added aspects of a firm's
ESG initiatives. Implementing such initiatives has been shown to enhance a
firm's operational effectiveness, capital market benefits, and management
of risks. (Dhaliwal et al., 2012); Fatemi et al. (2010) show that such
initiatives can improve a firm's image and create stronger relationships with
its stakeholders, sustainability initiatives can also help firms attract skilled
personnel by increasing team competency.

Based on the previously presented literature, the researcher
hypothesized the following:

H2: ESG and CSR sustainability voluntary disclosure have a
significant positive impact on firm value.

1.3 Stock Value, Environmental, Governance, and Corporate

Social Responsibility Voluntary Disclosure

For market participants who are making decisions, financial data is
crucial. These reports provide information on a firm’s economic situation
in a reliable and timely way. Additionally, users of financial analysis and
feasibility reports can make informed choices with the help of high-quality
financial reports. However, financial reports' quality is diminished when
companies exaggerate their actual economic situation. Companies may
exaggerate their actual economic circumstances for a variety of reasons,
including promoting compensation-based bonuses and driving up stock
prices (Seker & Sengir, 2021). The capital market legislation No. 95,
which imposed new disclosure requirements on publicly traded
corporations, was passed in 1995, ushering in a new era for the Egyptian
stock exchange. The Environmental Protection Law No. 4 was also passed
in 1994, and the Ministry of the Environment's power was strengthened.
The Capital Market Authority, which oversees the Cairo and Alexandria
Stock Exchanges, released new disclosure guidelines for listed firms in
June 2001, with a June 30, 2002, compliance deadline. Amendments to the
existing labor legislation were also passed that year. At this juncture, it is
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important to note that neither the laws nor the new listing requirements
necessitate the public disclosure of CSR-related issues (Rizk et al., 2008).

The pressure on management is a result of stakeholder requests for
details on the social and environmental impacts of businesses. These
reasons have collectively contributed to a rise in management mistrust.
Therefore, stakeholders are calling for more non-financial assurances
against management misappropriation (Zhang et al., 2020). As a result, in
recent years, stakeholders' information requirements have gone beyond
financial information. For stakeholders in this situation, non-financial
knowledge about the business operations is crucial. According to these
developments, the prominence of companies' ESG performance has
increased market participants interest. In an effort to safeguard their
reputation and ethical standards, as well as to affect stakeholders' behavior,
publicly traded businesses have grown more sensitive to the disclosure of
ESG performance. Investors' requirements to evaluate corporate business
activity thoroughly were met by companies that included CSR in their
financial reporting. CSR can also be thought of as a measure of how
comprehensive financial data is. In addition to stockholders and
prospective investors, other stakeholders also require information.
Corporates work to demonstrate through dependable financial reporting
their capacity to add value for their stockholders in order to avoid the
wealth of stockholders. Consequently, a business that can provide high-
quality financial reporting will gain confidence and be able to easily access
resources made available by society (Setyahuni et al., 2022).

In their study of the effect of Egyptian CSR disclosure on stock market
returns, Abdelfattah and Aboud (2020) discovered that companies that
disclosed more CSR data had higher stock returns, indicating that CSR
disclosure practices are a value-enhancement tactic. Indicators (economic,
social, and environmental) mentioned in sustainability reports, according to
Abdul Aziz and Hj Bidin (2017), are a good indicator of the reporting's
quality. Organizations that actively report their sustainability practices to
foster transparency and earn respect from their stakeholders also tend to
have better reputations. According to Porter and Kramer (2011), addressing
societal issues, among other things, could raise company productivity
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levels, which would have a favorable impact on profitability and share
value.

Blacconiere and Patten (1994) and Fiori et al. (2015) examined the
impact of CSR on stock prices and found that, while chemical companies
experienced negative share price returns following a significant chemical
leak, the stock price reaction was mitigated for firms that provided better
environmental disclosures. Similarly, Blacconiere and Northcutt (1997)
show that chemical corporations that provide more detailed environmental
disclosure reports have a less favorable reaction to environmental
legislation than other firms.

Engert and Baumgarter (2016) investigate the factors that contribute to
the effective implementation of a sustainable development strategy. The
authors regard the company's sustainable development strategy as a
comprehensive objective from which the management, operations, and
financial performance strategies are derived, taking into account the social,
environmental, and economic context. CSR is a significant factor in long-
term profitability. Leaders who manage social, ethical, environmental, and
other non-financial concerns efficiently contribute to a strong, resilient
organization that can provide long-term value to shareholders. Effective
CSR efforts and practices, according to Dimson et al. (2015), are associated
with higher stock returns and improved accounting performance. Wolf
(2014) reveals that disclosing social and environmental information that
exceeds mandatory disclosures, minimizes corporate risks. Companies that
do not incorporate environmental considerations into their strategy may
risk missing out on opportunities in markets that are increasingly
influenced by environmental variables. According to stakeholder theory,
the better a business manages its relationships with various stakeholders,
the better its financial performance and firm value. Stakeholders in an
environmental context can place pressure on companies to adopt proactive
environmental practices that improve their environmental performance.
This enhanced performance can boost an organization’s internal
effectiveness and exterior legitimacy, resulting in a competitive advantage
and wealth.

Based on the previously presented literature, the researcher
hypothesized the following:
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H3: ESG and CSR sustainability voluntary disclosure have a
significant positive impact on stock value.

1.4 Tax Avoidance, Environmental, Governance, and

Corporate Social Responsibility Voluntary Disclosure

One of the recent issues is CSR and tax avoidance because, while tax
avoidance is illegal, it raises the question of whether it is appropriate to cut
taxes as much as possible while still maintaining the trust of societal
stakeholders who expect certain appropriate behaviors from a business.
Nevertheless, businesses are increasingly reducing payable taxes, even
believing that these have a negative effect on society as a whole (Lanis &
Richardson, 2018), and knowing that paying corporate taxes has a direct
social contribution because it helps finance public services and products.

Tax compliance is one of the most important corporate social
responsibilities because taxes are an essential tool for providing
governments with the resources they need to provide the public goods and
services needed by all members of society. Regardless of the tax amount,
many businesses view taxes as a burden that must be reduced or eliminated
entirely, and thus management began contracting with tax advisers and
experts to formulate tax strategies that aim to avoid tax payment or reduce
taxes through formal compliance with the law without attempting to violate
it, which is known as tax avoidance (TA) practices (Avi-Yonah, 2008).

Tax avoidance is the practice of reducing the quantity of direct taxes
paid by businesses. Managers must generate profits while minimizing costs
in order to meet the goals of the business and its shareholders. Clearly,
CSR practices have been founded on the enterprises’ economic goals in
addition to their social obligations. Taxes are one of the most significant
expenses for businesses, and the larger the company, the higher the tax
costs. As a result, lowering the tax burden is an important economic
objective in financial management. The social dimension of business
sustainability is a critical component of corporate taxation. Paying taxes is
a necessary step for businesses to successfully engage with society. To
become socially responsible citizens, the business will pay a fair amount of
taxes. As a result, every respectable member of society pays the tax, and
tax avoidance is incompatible with sustainable business practices, or CSR.
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Companies that pay higher taxes while engaging in CSR have a greater
market value because CSR boosts their business reputation (Zeng, 2019).
Tax avoidance, according to Sikka (2010), is unethical since it has serious
consequences for governments in both rich and developing countries in
terms of their ability to provide social goods. Companies that pay less tax
mean that there is less money available for infrastructure, education, and
healthcare. As a result, society bears the costs of corporate tax avoidance.

Scientific literature suggests that businesses are permitted to reduce tax
liability while remaining in compliance with the law; however, it is
believed that if a company initiates CSR activities as part of its strategy, the
firm should pay a fair share of the taxes that the government is legally
required to collect (Lanis & Richardson, 2012; Zeng, 2019). As a result,
according to this viewpoint, tax avoidance contradicts being ethical, adding
to the welfare of society, and having CSR. According to Bird and
Nozemack (2016), governments suffer not only financially but also in
terms of their regulatory authority over the private sector as a result of such
tax avoidance actions. As a result, the avoidance of taxes calls into question
the company's reputation, societal trust, and long-term sustainability.

There are numerous contradictory results concerning the interconnection
between social activities and corporate tax avoidance (Batrancea et al.,
2022). In the literature, there are two opposing perspectives on the
connection between CSR and tax avoidance. According to one viewpoint,
taxation is a basic social obligation of businesses that can be used to
enhance social welfare (Sikka, 2010). As a result, tax avoidance is regarded
as socially irresponsible behavior, and businesses with high CSR are
expected to decrease tax avoidance. According to corporate culture theory,
the CSR idea will discourage firms from engaging in practices that violate
the "social contract” between firms and individual members of society,
such as TA practices (Hoi et al.,, 2013; Lanis and Richardson, 2012).
According to Laguir et al. (2015), the higher the corporate performance in
the social component of CSR, the lower the level of tax avoidance. In
addition, Ortas and Gallego-Alvarez (2020) discovered that companies with
better CSR, social, environmental, and governance performance are less
likely to engage in tax avoidance. Another viewpoint contends that the
resources produced by tax avoidance can be used to lower product prices,
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raise employee wages, create job opportunities, and increase corporate
value, all of which are beneficial to corporate stakeholders such as
consumers, employees, and investors. As a result, CSR and taxation are
mutually exclusive, so if a business takes on more social responsibility, it
will increase tax avoidance correspondingly (Dowling, 2014; Davis et al.,
2016).

Kim and Im (2017) study the link between corporate social
responsibility and tax avoidance in Korean firms. According to the study,
tax avoidance has an impact not only on a company's financial success but
also on non-financial indicators such as societal trust or reputation. Even if
a corporation conducts CSR measures, society is less inclined to trust the
company's actions as a result of tax avoidance. Furthermore, increased
participation in CSR activities leads to less tax avoidance. Finally, the
company's decision to be a passive participant in CSR has no impact on tax
avoidance.

According to Yoon et al. (2021), founded on the theoretical framework
of culture and tax avoidance, firms that participate in social welfare
activities are less likely to engage in tax avoidance behavior because the
public believes that these businesses will do the right thing, typically
practicing CSR rather than avoiding taxes to the detriment of society as a
whole. The study's conclusions indicate that there is a conflict between tax
avoidance and CSR initiatives. This implies that businesses with a high
level of social activity are less likely to avoid paying taxes. This finding is
consistent with the findings of Lopez-Gonzélez et al. (2019), who found
that organizations implementing CSR concentrate more on reducing the
avoidance of taxes.

According to Lanis and Richardson (2012), there is a negative
correlation between effective tax rates and composite CSR indicators. The
actions of TAs are considered socially irresponsible by common value
theory because they adversely affect the economic well-being of society.
Additionally, Lanis and Richardson (2018) explored the impact of outside
directors on boards on the link between CSR and tax avoidance and found
that outside directors can reinforce the negative association. They interpret
this as evidence that outside directors are concerned about the interests of
external stakeholders, which would explain the increased focus on CSR
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while reducing tax avoidance. This implies that companies are cutting CSR
spending and increasing tax avoidance to improve bottom lines, suggesting
a negative link.

Furthermore, Hoi et al. (2013) discovered that companies with lower
CSR scores are more likely to avoid taxes. Davis et al. (2016) discovered
an inverse link between various CSR indicators and the effective cash tax
rate. They identified a positive link between CSR and tax avoidance,
implying that organizations that employ tax avoidance tactics are better
equipped to increase their CSR disclosure. These findings add support to
the legitimacy theory, which maintains that corporations raise CSR
disclosures to address community concerns about low tax payments and
achieve credibility. Gandullia and Pisera (2019) show a negative
correlation between average effective tax rates and CSR; they interpret
their results as proof that high taxes discourage enterprises from investing
in CSR.

In conclusion, prior research on the relationship between CSR and
corporate tax avoidance has yielded inconclusive results. In the literature
on developing markets, ESG/CSR and tax avoidance practices have gotten
little attention. Our findings add to the need for more study into the
context-specific nature of ESG and CSR voluntary disclosure in developing
markets such as Egypt.

In this research, the effective tax rate (ETR), which is the most
commonly used as a fair measure of tax avoidance, is used as a proxy for
tax avoidance.

Based on the previously presented literature, the researcher
hypothesized the following:

H4: ESG and CSR sustainability voluntary disclosure have a
significant negative impact on tax avoidance.
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2. Research Problem

While many studies have been conducted on the impact of ESG/CSR
disclosure on financial and non-financial performance, there has been little
previous research on the impact of ESG/CSR disclosure on
financial reporting quality, corporate value, equity value, and tax
avoidance. They were not sufficiently investigated. In general, limited
research has been conducted on a firm's ESG/CSR transparency and the
quantity of ESG/CSR disclosure. To fill this void, we conducted an
analysis based on data on the extent of ESG/CSR voluntary disclosure. The
research's academic and practical implications are to provide practitioners
with basic concepts, methods, and techniques for measuring ESG/CSR
voluntary disclosure by providing various methodologies and analytical
techniques for examining the association among the dependent variables
and the independent variable.

By concentrating on the Egyptian market, we hope to contribute to the
few studies that address the combined effect of ESG/CSR voluntary
disclosures on firm value, stock value, tax avoidance, and how this affects
the quality of financial reporting. We contend that firms that engage in
ESG/CSR practices and are recognized by the stock exchange are more
likely to acquire a competitive advantage and be perceived positively by
investors. Although annual financial reports of companies are among the
most important sources of information because they contain a large amount
of information, some users, especially creditors and investors, do not find
that some of the information provided by financial reports meets their
needs. This is because the aforementioned users are constantly in need of
the most up-to-date information, especially on business operations during
the fiscal year. The voluntary nature allows management to choose what
information to share. According to recent studies, voluntary disclosure
lowers the cost of capital (financial leverage) and increases share and firm
value (Dhaliwal et al., 2011; Hassan & Mohd-Saleh, 2010; Karamanou &
Nishiotis, 2009; Francis et al., 2008).
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3. Research Questions and Objectives
This research addresses the following main questions:

RQL. Is there a significant impact of voluntary ESG/CSR disclosure on the
financial reporting quality of Egyptian-listed companies?

RQ2. Is there a significant impact of voluntary ESG/CSR disclosure on the
firm value of Egyptian-listed companies?

RQ3. Is there a significant impact of voluntary ESG/CSR disclosure on the
stock value of Egyptian-listed companies?

RQ4. Is there a significant impact of voluntary ESG/CSR disclosure on the
tax avoidance of Egyptian-listed companies?

This research primarily pursues four goals:

e To highlight that ESG/CSR voluntary disclosure can drive managers to
produce high-quality financial reports.

e To examine the relationship between ESG/CSR voluntary disclosure
and firm value.

e To examine the relationship between ESG/CSR voluntary disclosure
and stock value.

e To examine the relationship between ESG/CSR voluntary disclosure
and tax avoidance.

4. Research Theoretical Framework

Figure (1) shows the research framework that presents the four
dependent variables—financial reporting quality, firm value, stock value,
and tax avoidance—as affected by the two independent variables: non-
financial information—namely, environmental, social, and governance
information—and corporate social responsibility voluntary disclosure of
Egyptian listed companies in the stock exchange market.
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Figure (1): Research Design and Hypotheses
5. Research Methodology

5.1 Sample Selection and Data Collection

The annual reports of non-financial Egyptian companies listed on the
EGX 100 index from 2016 to 2022 are used in the research. Unlike
financial reports, yearly reports are optional for Egyptian firms, and as a
result, some firms do not issue them due to the preparation costs. The
Egyptian Stock Exchange requires listed companies to present only their
audited financial statements along with the report of their board of
directors. As a result of the preparation costs, businesses may avoid giving
additional information. Other firms, on the other hand, may be able to
provide annual reports to the ESE that include some voluntary non-
financial information, i.e., the chairman's letter, information about ESG and
CRR, key financial indicators, information about the business strategy, and
executive management. This research focuses on 45 of the EGX 100
companies that file yearly reports with the stock exchange. Because these
companies are the largest in Egypt, there is a greater chance that they will
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prepare annual reports and share voluntary ESG and CSR information. The
sample was chosen based on availability and current data. This research,
like other disclosure studies, excluded companies for which there was
insufficient data. Financial institutions (banks and financial services
businesses in general) were excluded because they have unique
characteristics that necessitate separate treatment. The researcher
investigates the relationship between the study independent variables and
ESG/CSR voluntary disclosure using descriptive statistics and regression
analysis.

Descriptive statistics such as minimum, maximum, mean, and standard
deviation are used for data analysis; Pearson's coefficient of association,
and multiple linear regression analysis were performed, followed by
regression diagnostics. The Statistical Package for Social Science (SPSS)
was used to perform the statistical techniques. As a result, a regression
analysis was performed to examine the unique effect of financial reporting
quality, firm value, stock value, and tax avoidance on ESG and CSR
voluntary disclosure issues. Regression is more powerful and effective than
correlation because it explains not only the strength and direction of a
relationship but also the unintended consequences of this association. In
this research, the ordinary least squares (OLS) regression technique was
used to carry out the analysis.

Over a period of seven years, we acquired a sample of 45 Egyptian
firms from the most actively traded firms listed on the Egyptian Stock
Exchange, yielding 315 observations. The sample being studied is divided
into 11 different industry sectors, as presented in Table (1). Companies’
names, sample sizes, and industry sectors are presented in Appendix (3).

Table (1): Sample Sector Composition

No. Sector No. of Firms %
1 | Contracting & Construction Engineering 4 8.89%
2 Industrial Goods , Services and Automobiles 2 4.44%
3 Food, Beverages and Tobacco 4 8.89%
4 Energy & Support Services 2 4.44%
5 Health Care & Pharmaceuticals 4 8.89%
6 | Building Materials 3 6.67%
7 | Paper & Packaging 1 2.22%
8 Textile & Durables 5 11.11%
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9 | Shipping & Transportation Services 4 8.89%
10 | Basic Resources 9 20.00%
11 | Real Estate 7 15.56%
Total 45 100

5.2 Research Variables and Regression Models

The statistical analysis will demonstrate the impact of voluntary ESG
and CSR disclosure as an independent variable on financial reporting
quality, firm value (market performance), stock value, and tax avoidance as
dependent variables, and financial performance (profitability), dividend
policy, financial leverage, and firm size as control variables, using four
multiple regression models to test the following hypotheses:

5.2.1 The First Regression Model

The following regression equation was used to investigate the impact of
environmental, social, governance, and corporate social responsibility
voluntary disclosure on financial reporting quality.

FRQu1 = f (ESGVDy, CSRVDy, Controls)

H1: ESG and CSR sustainability voluntary disclosure have a significant
positive impact on financial reporting quality.

FRQit = fo + p1 ESGVDit + 2 CSRVDit + 3 ROAi + f2 EPSit + 5 ROEi: +
Pe DYit + 7 FLit + B LOogFSit + &it

Where:
Dependent variable = FRQ: Financial Reporting Quality.
Bo = Constant coefficient of the regression equation.

B. = Variable coefficient of the Environmental, Social, and Governance
Voluntary Disclosure (ESGVD).

B> = Variable coefficient of the Corporate Social Responsibility VVoluntary
Disclosure (CSRVD).
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B3, B4, Bs, Bs. B7, and Ps = Control variables, variable coefficients of Return
on Assets (ROA), Earnings per Share (EPS), Return on Equity (ROE),
Dividend Yield (DY), Financial Leverage (FL), and Firm Size (FS).

It = Company i in period t.
Ti = Period-fixed effect.

€it = An error term.

5.2.2 The Second Regression Model

The following regression equation was used to investigate the impact of
environmental, social, governance, and corporate social responsibility
voluntary disclosure on firm value.

FViw1 = f (ESGt, CSRy, Controls)

H2: ESG and CSR sustainability voluntary disclosure have a significant
positive impact on firm value.

FVit = fo + p1 ESGVDit + 2 CSRVDit + iz ROAit + f4 EPSit + s ROE;: +
Pe DYit + B7 FLit + B LogFSit + &it

Where:
Dependent variable = FV: Firm Value.
Bo = Constant coefficient of the regression equation.

p. = Variable coefficient of the Environmental, Social, and Governance
Voluntary Disclosure (ESGVD).

B> = Variable coefficient of the Corporate Social Responsibility VVoluntary
Disclosure (CSRVD).

B3, B4, Ps, Ps, B7, and Ps = Control variables, variable coefficients on Return
on Assets (ROA), Earnings per Share (EPS), Return on Equity (ROE),
Dividend Yield (DY), Financial Leverage (FL), and Firm Size (FS).

It = Company i in period t.
Ti = Period-fixed effect.
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€it = An error term.

5.2.3 The Third Regression Model

The following regression equation was used to investigate the impact of
environmental, social, governance, and corporate social responsibility
voluntary disclosure on stock market prices.

SVi1 = f (ESGt, CSRy, Controls)

H3: ESG and CSR sustainability voluntary disclosure have a significant
positive impact on stock value.

SVit = fo + 1 ESGVDit + 2 CSRVD:it + 3 ROAit + 4 EPSit + s ROE;: +
Pe DYit + B7 FLit + s LOogFSit + &it

Where:
Dependent variable = SV: Stock Value.
Bo = Constant coefficient of the regression equation.

p. = Variable coefficient of the Environmental, Social, and Governance
Voluntary Disclosure (ESGVD).

B> = Variable coefficient of the Corporate Social Responsibility VVoluntary
Disclosure (CSRVD).

B3, B4, Bs, Bs, B7, and Ps = Control variables, variable coefficients of Return
on Assets (ROA), Earnings per Share (EPS), Return on Equity (ROE),
Dividend Yield (DY), Financial Leverage (FL), and Firm Size (FS).

It = Company i in period t.
Ti = Period-fixed effect.

€it = An error term.
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5.2.4 The Fourth Regression Model

The following regression equation was used to investigate the impact of
environmental, social, governance, and corporate social responsibility
voluntary disclosure on tax avoidance.

TAw1 = f (ESGt, CSRy, Controls)

H4: ESG and CSR sustainability voluntary disclosure have a significant
positive impact on tax avoidance.

TAit = fo + p1 ESGVDit + 2 CSRVDi + i3 ROAit + f2 EPSit + s ROE;: +
Pe DYit + B7 FLit + B LogFSit + &it

Where:
Dependent variable = TA: Tax Avoidance.
Bo = Constant coefficient of the regression equation.

B. = Variable coefficient of the Environmental, Social, and Governance
Voluntary Disclosure (ESGVD).

B> = Variable coefficient of the Corporate Social Responsibility VVoluntary
Disclosure (CSRVD).

B3, B4, Bs, Bs, B7, and Ps = Control variables, variable coefficients of Return
on Assets (ROA), Earnings per Share (EPS), Return on Equity (ROE),
Dividend Yield (DY), Financial Leverage (FL), and Firm Size (FS).

It = Company i in period t.
Ti = Period-fixed effect.
€it = An error term.

Table (2), shows the definitions and measurements of the variables and
research indicators used in this research in more detail. Table (3), presents
the definition of the dimensions of corporate sustainability voluntary
disclosure and the key stakeholders focus areas for each of the ESG
aspects.
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Table (2): Research Dependent, Independent and Control Variables:

Definitions and Measures

Variables Abbreviation Definition Measure

Type
Dependent Financial Financial reporting quality refers | Financial reporting
Variables Reporting to the fundamental information | quality is a dummy

Quality (FRQ)

presented in financial reports,
including disclosures in the
notes. A high-quality report
provides relevant information for
decision-making that objectively
reflects the economic realities
during the reporting period and,
at the end of the annual reporting
period, accurately reflects the

variable that equals zero
if a company gets an
unqualified audit opinion
and one otherwise.

financial ~ position of the
company.
Firm Value In emerging markets, firm value | Tobin's Q is measured by
(FV) (or Tobin's Q) has been used as | adding the stock market
an indicator of firm | value to the total
performance. Tobin's Q is | liabilities' book value and
believed to represent a firm's | dividing it by the total
investment or growth | assets' book value.
opportunities. As a result,
companies with higher Tobin Q
scores are more Vvaluable than
those with lower Tobin Q scores.
Stock Value | The  process of  valuing | The price-to-earnings
(SV) businesses and comparing the |ratio is calculated by
valuation to the current market | dividing the stock price
price to determine whether a | by the most recent
company is overvalued or | reported earnings per

undervalued is known as stock
valuation.

share of the company.

Tax Avoidance
(TA)

Tax avoidance is the application

of legal ways to lower an
individual's or a company's
income tax liability. This is

typically done by claiming as

The effective tax rate
(ETR) is calculated by
dividing the income tax
expense minus deferred
expenses by the earnings

2023 (AU aaad)
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many allowable deductions and | before taxes (operating
credits as possible. The ETR is | cash flows).
the ratio of tax expenses over
pre-tax income. The intuition
here is that the lower the ETR,
the more intensively the firm
avoids taxes.
Independent | Environmental, | ESG refers to a company's | The index was calculated
Variables Social and corporate economic interests that | for the ESG/CSR
Governance | are mainly concerned with long- | voluntary disclosure
Voluntary term and ethical consequences. using eight categories:
Disclosure (1) Environmental issues;
(ESGVD) CSR is a business strategy used | (2) Corporate  social
- by many organizations that has a | responsibility; (3)
Corporate social component General community
Social welfare activities; (4)
Responsibility Employee information;
Voluntary 5) Information  on
Disclosure corporate governance; (6)
(CSRVD) Shareholder capital; (7)
Shareholder rights; and
(8) Product, service, and
customer information.
These eight categories
result in 99 voluntary
disclosure items. Each
voluntary disclosure item
is scored "1" if the firm
discloses the information
and "0" otherwise.
Financial The  financial information | The index was calculated
Reporting presented in the annual financial | for the financial reporting
Quality reports, including note | quality disclosure using
(FRQ) disclosures, is referred to as|five  categories: (1)
“financial  reporting”.  High- | Financial information; (2)
quality reporting delivers | Operational information;
meaningful, decision-useful | (3) Financial
information  that objectively | performance; (4) Future
depicts a company's economic | information; and  (5)
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reality during the
period.

reporting

Stock price information.

These five categories
result in 59 voluntary
sustainability disclosure
items. It is an indicator
variable with a value of 1
if a company filed a CSR
disclosure report and a
value of 0 if not.

Control
Variables

Return on
Assets (ROA)

Return on assets measures how
effectively a business uses its
assets to generate profits. ROA
is used by managers, experts,
and investors to assess a
company's financial health.

The return on assets is
calculated by dividing a
company's net revenue by
the average of all of its
assets.

Earnings per
Share (EPS)

Earnings per share are widely
used to estimate the value of a
company, as they show how
much money the company
makes per share it owns.
Investors are willing to pay more

At the end of every
financial year, EPS is
computed as (earnings
after tax minus preferred
stock dividend) divided
by the total number of

for a company's stock if they | outstanding common
believe that earnings will | stock shares.
outpace the stock  price,
suggesting that higher earnings
per share are more valuable.
Return on Return on equity measures how | ROE is computed by

Equity (ROE)

effective a business is at
generating returns on the capital
invested by its shareholders.

dividing the net income
of a business by the
equity of its
shareholders.

Dividend Yield
(DY)

Dividend vyield is a financial
ratio  (dividend/price)  that
indicates how much a company
pays in dividends relative to its
stock price each year.

DY is the amount paid to
shareholders for having a
share of a company's
stock divided by the
market stock price.

Financial
Leverage (FL)

Leverage is the extent of debt
that is used to finance a
company's assets. It assesses the

The FL ratio is calculated
by dividing the firm's
total debt by its total
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long-term risk and describes the
financial structure of a business.

assets.

Firm Size (FS)

Firm size is determined by the
initial fixed asset investment in

The natural logarithm of
the total book value of

the firm.

the company's assets is
used to calculate firm

size.
Table (3): Dimensions of Corporate Sustainability Voluntary
Disclosure
Dimensions of Definition

Corporate
Sustainability

Key Stakeholders Focusing Areas

Environmental
Dimension (E)

The environmental aspect of
sustainable development deals
with how an organization
affects  both living and
nonliving natural  systems,
such as ecosystems and the air,
water, and land.

The E, or environmental, component
of ESG includes a company's
exposure to and management of
potential hazards and opportunities
related to natural resource shortages,
pollution, climate, waste, and other
environmental factors, along with
the company's impact on
environmental.

Social
Dimension (S)

The social dimension of
sustainability is  concerned
with the organization’s effects
on the social systems in which
it functions.

The S or social component of ESG
includes details about a company's
values and business relationships.
Examples as supply chain members,
product quality, human capital
issues such as employee health and
safety.

Governance
Dimension (G)

The governance in ESG refers
to decision-making corporate
governance factors ranging
from sovereign policymaking
to the distribution of rights and
obligations among various
corporate participants such as
the board of directors,
investors, and other
stakeholders.

The G or corporate governance is a
component of ESG includes details
for example information on the
board of directors' structure and
diversity;  corporate  resiliency;
executive compensation; critical
event responsiveness; and policies
and practices on lobbying, political
contributions, corruption and
bribery.
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6. Statistical Results and Discussion

6.1 Descriptive Statistics

The descriptive statistics for the research's variables are presented in
Table (4). It displays the number of observations sampled for each variable
(N = 315), as well as the mean, minimum, maximum, and standard
deviation for all variables used. The average ESG score of the listed firms
Is .601, with a standard deviation of .4930. This means that the ESG score
is distributed across a wide range of values at the time of observation. The
sample's mean ESG voluntary disclosure is 60%, indicating that many
enterprises provide ESG information. The average CSR score of the listed
firms is .704, with a standard deviation of .456. The sample mean for CSR
voluntary disclosure is 70%, indicating that many enterprises provide CSR

information.

Table (4): Descriptive Statistics

N  Minimum Maximum Mean Std. Deviation
FRQ [ 315 .00000 1.00000 .6761905 46867284
FV | 315 | .00000 39.99000 | 2.8742857 5.79971175
Sv | 315 .00000 67.90000 | 2.5240102 8.34634557
TA |315| .16034 .24555 1921280 .01945996
ESG | 315| .00000 1.00000 .6010000 49367742
CSR | 315| .00000 1.00000 .7047619 .45687549
ROA | 315 .09100 11.10700 | 1.9520721 1.35178453
EPS | 315]| .00000 .91000 1272349 .16491648
ROE | 315| 1.27300 | 99.56900 [ 19.7397877 | 12.67682854
DY |[315| .00070 .94000 4862540 .25778181
FL |315| .00000 183.89000 | 3.9020952 | 19.06859509
FS 315 | 16.94000 | 23.53000 |21.0465714 | 1.54146747
74

2023 (AU aaad)

Ay all claalad) AasY daal sall g dswlaal) ddaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

6.2 Pearson Correlation

Table (5) shows the Pearson correlation coefficients between the
different groups of variables: FRQ disclosure, ESG/CSR, and control
variables. The coefficients are shown above, while the p-values are shown
below. At the 1% level, there was a significant positive link between ESG
and CSR disclosure and financial reporting quality (coefficients = .044 &
787, respectively). Initially, the association confirmed the first research
hypothesis. Return on assets, earnings per share, and company size are
significantly adversely connected with FRQ at the 1% level (coefficients =
-.032, -.042, and -.017, respectively), but ROE is considerably favorably
correlated with FRQ (coefficient = .026). Furthermore, at the 1% level

(coefficients = -.096 & -.102, respectively), a negative, insignificant
connection was found between FRQ, dividend vyield, and financial
leverage.

At the 1% level, there was a significant positive association between
ESG and CSR disclosure and company value (coefficients = .017 & .002,
respectively). Initially, the association supports the second research
hypothesis. This indicates that corporations with strong market
performance are more likely to provide ESG/CSR information.

Return on assets, earnings per share, return on equity, dividend yield,
financial leverage, and firm size, on the other hand, are insignificantly
linked with FV at the 1% level (coefficients = .262, .332, .292, .223, .062 &
0.098, respectively).

At the 1% level, there was a significant positive relationship between
ESG and CSR disclosure and share value (coefficients = .046 & .041
respectively). Initially, the association supports the second research
hypothesis. Return on assets, earnings per share, return on equity, dividend
yield, financial leverage, and firm size are all insignificantly positively
linked with SV at the 1% level (coefficients = .148, .262, .218, .192, .236 &
.094, respectively).

Finally, at the 1% level, there was a negative association between ESG
and CSR disclosure and tax avoidance (coefficients = -.027 & -.116,
respectively). Initially, the association supports the fourth research
hypothesis. Return on assets, earnings per share, dividend vyield, and
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financial leverage are all positively connected with TA (coefficients = .007,
230, .081 & .030, respectively). At the 1% level, return on equity and firm
size are both inversely connected with TA (coefficients = -.016 and -.046,
respectively). This suggests that large-leveraged enterprises and firms with
a significant size are more likely to provide ESG/CSR information.
Table (5): Pearson Correlations
FRQ FV SV TA ESG CSR ROA EPS ROE DY FL FS

Pearson FRQ 1.000 254 458 .369 .044 787 | -.032- | -.042- | .026 | -.096- | -.102- | -.017-

Correlation FV .254 1.000 | .785 .753 119 158 | -.036- | .025 | -.031- | -.043- | -.087- | -.073-

SV 254 785 | 1.000 | .781 | .095 | -.098- | .059 036 | .044 049 | -.041- | .074

TA 254 785 | .781 | 1.000 | -.027 | -.116- | .007 230 | -.016- | .081 | .030 | -.046-

ESG 044 119 | .095 | -027 | 1.000 [ .040 | .018 | -.091- | -.008- | .070 [ -.089- | -.048-
CSR 787 158 | -.098- | -.116- | .040 | 1.000 | -.030- | -.005- [ .029 | -.092- [ .026 | -.097-
ROA| -032- |-036-| .059 | .007 | .018 | -.030- | 1.000 | .157 | .844 | -.029- | -.040- [ .232
EPS | -.042- 025 | 036 | .230 | -.091- | -.005- | .157 | 1.000 | .083 | -.128- | -.019- | .006

ROE .026 -.031- | .044 | -.016- | -.008- | .029 | .844 083 | 1.000 | .033 | -.003- | .216

DY -.096- -.043- | .049 .081 .070 | -.092- | -.029- | -.128- | .033 | 1.000 | .057 .082

FL -102- | -.087- | -.041- [ .030 | -.089- | .026 | -.040- | -.019- | -.003- [ .057 | 1.000 | .014
FS -017- | -.073- | .074 | -.046- | -.048- | -.097- | .232 | .006 | .216 | .082 | .014 | 1.000
* Sig. (1- FRQ . 257 | 364 | 159 | 217 | .000 | .287 | 230 | .321 | .044 | .036 | .381
tailed) FV 257 . 181 | 234 | 017 | 002 | 262 | 332 | 292 | 223 | .062 | .098
SV 257 181 . 355 | .046 | 041 | .148 | 262 | 218 | 192 | .236 | .094
TA 257 181 | .355 . 319 | 019 | 450 [ .000 [ 3901 | .075 | .296 [ .210
ESG 217 017 | .046 | .319 ) 241 | 375 | .053 | .443 | .108 | .058 | .196
CSR .000 002 | 041 | 019 | 241 . 296 | 466 | 306 | .052 | .322 | .043
ROA| 287 262 | 148 | 450 | 375 | .296 . .003 | .000 | .307 | .240 | .000
EPS .230 332 | 262 | .000 | .053 | .466 | .003 . 072 | .012 | .371 | .458
* Correlation ROE | 321 292 | 218 | 391 | .443 [ 306 | .000 | .072 ) 279 | .477 | 000
Zstir?e”ggf”t DY | 044 | 223 | 102 | o75 | 108 | .052 | 307 | .012 | 279 . 158 | 072
level FL .036 062 | 236 | 296 | .058 | 322 | 240 | .371 | .477 | .158 . 406
FS 381 098 | 094 | 210 | .196 | .043 | .000 | .458 | .000 | .072 | .406
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6.3 Regression Results

The researcher uses regression models to determine the relationship
between the variables studied. By combining time series of cross-sectional
observations, we choose to use panel data. The coefficient determination,
F-test, and T-test are the results of this regression. The use of the panel data
format would provide us with a more useful result with less collinearity
between the many different variables. Panel data is typically defined as
more appropriate and efficient for multidimensional analysis due to its
ability to identify some correlations that may not be visible in a time-series
data set or simple cross-section. Several tests are required before we can
pick which strategy to use, including the Breusch-Pagan Lagrange
Multiplier, or LM test, to help us decide whether to conduct a random
effects regression or a simple OLS regression. If Prob > Chi2 is smaller
than the significance level, we can utilize random effects regression. The
Hausman test can help us decide whether to utilize fixed or random effects,
where the null hypothesis is that the chosen model is a random effect or a
fixed effect.

We use the heteroskedasticity-modified Wald test, which refers to the
scattering dependence or error variance within a sample with at least one
independent variable. Because it offers a measure of the deviation of data
points from the mean value, these variations can be used to compute the
margin of error between data sets, such as expected outcomes and actual
results. In order to determine if non-linear combinations of the fitted values
contributed to the explanation of the response variable, the Ramsey
Regression Equation Specification Error Test (RESET), a general
specification test for the linear regression equation, was carried out.

Furthermore, the Wooldridge test (2002) is used to verify
autocorrelation for imbalanced panel data in cross-sectional studies with
one independent variable as the primary focus and examine its impact on
one or more dependent variables.
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The researcher run four regression models in order to test whether
there is an influence of ESG/CSR voluntary disclosure on financial
reporting quality, firm value, share value, and tax avoidance, as
follows:

6.3.1 First Hypothesis Statistical Results

Table (6) shows the regression results for the first model that was used
to test the first hypothesis, which dictates that ESG and CSR integrated
voluntary disclosure is positively related to financial reporting quality. The
findings indicate acceptance of the first regression model, and the results
show that ESG and CSR voluntary disclosure have a significant positive
impact on FRQ. Therefore, H1 is accepted. This means that ESG and CSR
voluntary disclosure in Egyptian firms affects the firm’s financial reporting
quality.

FRQit = 3.698 + 4.365 ESGVDj; + 0.369 CSRVDit - 0.369 ROA + 2.654
EPSit - 0.369 ROE;; + 1.369 DYt + 2.369 FLit + 2.602 LogFSit + &it

Table (6): First Regression Equation: Impact of ESG/CSR on Financial Reporting Quality

First Regression Equation: Generalized Least Squares (GLS) —
Dependent Variable: FRQ ..
: Decision
Independent Variables Variable Stand. P-
Coefficient | Error | Value
Constant Bo 3.698542 1.369875 | 0.003 Significant
ESG 4.365987 1.025879 | 0.045 Significant
CSR 0.369481 0.369875 | 0.002 Significant
ROA -0.369214 1.625987 0.012 Significant
EPS 2.654321 0.369412 | 0.025 Significant
ROE -0.369875 | 1.367425 | 0.031 Significant
DY 1.369874 0.369254 | 0.032 Significant
FL 2.369742 0.325418 | 0.037 Significant
FS 2.602598 0.369715 | 0.043 Significant
R — Squared 0.8692 Prob. (F - Test) 0.0000
Modified Wald Test Chi-Square P - Value
Group Wise Heteroskedsticity 2.6985 0.0000
Overall Ramsey RESET Test F-Test P - Value
4.0325 0.0123
Wooldridge Autocorrelation F-Test P - Value
Test 698547.369 0.0000
Cross-Sectional Dependence P - Value
Test 2.6987 0.0251
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According to the findings, the focus on ESG/CSR keeps getting greater
as firms are increasingly pressed to disclose more about their ESG/CSR
performance and strategy. Accounting is becoming increasingly crucial as a
growing number of firms focus on ESG/CSR-related efforts. This is
because, while ESG/CSR debates frequently focus on a company's strategy
and performance, ESG/CSR can also influence tax responsibilities and
financial reporting quality. ESG/CSR provides a more quantitative
assessment of sustainability. ESG/CSR boost business valuation and
ESG/CSR helps inform others about the company's beliefs and ambitions.

In 2021, FASB released “Intersection of ESG Matters” with financial
accounting standards to clarify the relationship between ESG/CSR issues
and any impact, either direct or indirect, on the financial reporting of an
organization.

Along with typical financial indicators, ESG/CSR considers the
company's environmental, social, and governance practices. ESG/CSR
information is particularly important to investors because it can help them
better manage investment risks and understand a company's long-term
approach to creating value. ESG/CSR reporting, from a business aspect,
can assist in increasing stakeholder trust and corporate reputation while
also displaying how the company's purpose—in other words, the role it
plays in society in relation to its long-term value—is made real.

6.3.2 Second Hypothesis Statistical Results

The regression findings for the second model used to test the second
hypothesis, which states that ESG and CSR integrated voluntary disclosure
are positively associated with business value, are shown in Table (7). The
results reveal that ESG and CSR optional disclosure have a considerable
positive impact on FV, indicating acceptance of the second regression
model. As a result, H2 is acceptable. This suggests that ESG/CSR
voluntary disclosure in Egyptian firms has an impact on firm value.

FVit = 2.369 + 3.698 ESGVDi: + 0.369 CSRVDi: + 0.369 ROAi: + 3.698
EPSi: - 0.365 ROEi: + 2.369 DYt + 3.698 FLit + 1.369 LogFSit + &it
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Table (7): Second Regression Equation: Impact of ESG/CSR on Firm Value

Second Regression Equation: Generalized Least Squares (GLS)
— Dependent Variable: FV o
Decision
. Variable Stand. P-
Independent Variables Coefficient Error Value
Constant o 2.369875 1.250367 0.006 Significant
ESG 3.698412 0.369874 0.035 Significant
CSR 0.369854 0.369742 0.003 Significant
ROA 0.369874 0.369875 0.004 Significant
EPS 3.698745 1.365487 0.022 Significant
ROE -0.365487 0.369874 0.017 Significant
DY 2.369874 0.025784 0.032 Significant
FL 3.698745 0.369512 0.021 Significant
FS 1.369421 0.987523 0.034 Significant
R — Squared 0.8256 Prob. (F - Test) 0.0000

Modified Wald Test Chi-Square P - Value

Group Wise Heteroskedsticity 3.6894 0.0000
Overall Ramsey RESET Test F-Test P - Value

2.3654 0.0236
Wooldridge Autocorrelation F-Test P - Value

Test

987548.325 0.0000

Cross-Sectional Dependence P - Value
Test
2.6748 0.0157

According to the findings, ESG/CSR focus on sustainability and human
capital productivity, which lead to enhanced company success. Companies
that invest in ESG/CSR efforts display superior risk management control,
strengthen their brand image, and build stronger relationships with
customers, partners, and workers. As a result, ESG/CSR can generate long-
term financial value for businesses through cost reduction, productivity,
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new income, and access to funding. As a result, social and governance
activities can boost firm value by improving reputation and lowering risk.
ESG/CSR assists firms in attracting investors, increasing consumer loyalty,
improving financial performance, and making business operations more
sustainable.

The findings are compatible with sustainability theory, which states that
firms' disclosure of ESG-related information promotes the acquisition of
social recognition and social capital, as well as the support of their long-
term development (Waheed & Zhang, 2020). Because environmental
protection measures, social responsibility, and firm governance status all
have a direct impact on ESG evaluation, improving such an evaluation is
advantageous to increasing enterprise value.

Furthermore, our findings are consistent with those of Fatemi et al.
(2018), who discovered that ESG strengths increase firm value. Aboud and
Diab (2018) also discovered that firms in the ESG Index have higher
enterprise value and that there is a positive association between a firm's
higher ranking in the index and the value of the company as assessed by
Tobin's Q. The findings suggest that information disclosure increases
business value by lowering estimation risks, which imply lower rates of
return required by investors.

6.3.3 Third Hypothesis Statistical Results

Table (8) displays the regression findings for the third model used to
test the third hypothesis, which states that ESG and CSR-integrated
voluntary disclosure are positively connected to share value. The findings
imply acceptance of the third regression model; the results show that ESG
and CSR voluntary disclosure have a considerable beneficial impact on SV.
As a result, H3 is approved. This suggests that ESG/CSR voluntary
disclosure in Egyptian enterprises affects share value.

SVit = 2.369 + 3.695 ESGVDit + 0.321 CSRVDit + 0.362 ROA: + 0.698
EPSit + 0.369 ROEi: - 0.369 DYit + 1.348 FLit + 3.025 LogFSi: + &it
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Table (8): Third Regression Equation: Impact of ESG/CSR on Share Value

Third Regression Equation: Generalized Least Squares (GLS)
— Dependent Variable: SV o
Decision
. Variable Stand. P-
Independent Variables Coefficient | Error | Value
Constant Bo 2.367425 1.036587 | 0.001 Significant
ESG 3.695210 1.602587 | 0.026 Significant
CSR 0.321806 0.360154 | 0.015 Significant
ROA 0.362150 0.365874 | 0.019 Significant
EPS 0.69874 1.023697 | 0.039 Significant
ROE 0.369720 0.369820 | 0.027 Significant
DY -0.369215 0.365015 | 0.028 Significant
FL 1.348795 0.362057 | 0.038 Significant
FS 3.025897 1.369824 | 0.041 Significant
R - Squared  0.8369 Prob. (F - Test)  0.0000
Modified Wald Test Chi-Square P - Value
Group Wise Heteroskedsticity 5.3698 0.0000
Overall Ramsey RESET Test F-Test P - Value
3.0256 0.0133
Wooldridge Autocorrelation F-Test P - Value
Test
658024.652 0.0000
Cross-Sectional Dependence P - Value
Test
3.6897 0.0462

Investors want to know that the companies in which they are investing
are following sustainable and ethical business practices. ESG/CSR
variables provide investors with a more comprehensive picture of a
company's performance and enable them to make more informed
investment decisions. Investors are increasingly interested in ESG/CSR
criteria in evaluating companies, as they assume that improved ESG/CSR

82
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

performance significantly correlates with higher corporate returns, lower
risks, and long-term sustainability. The content analysis results presented in
Table (8) show that increased ESG/CSR voluntary disclosure has a positive
impact on various company-related factors, particularly profitability
measures such as ROE, ROA, and EPS, which have a positive impact on
shareholders' value in the company.

In terms of stock performance and underlying financial measures, the
results empirically proved that companies with higher ESG/CSR levels
outperform those with lower ESG scores. As ESG/CSR efforts boost future
cash flows (profits) or reduce the risk of those cash flows, they increase
shareholder value. Many ESG/CSR actions can immediately improve
financial performance in today's climate by lowering costs, boosting
revenues, or lowering risks.

The findings imply that corporate disclosure policy affects the amount
of information included in stock returns, impacting the liquidity and
volatility of stocks, lowering agency costs, and facilitating risk sharing. The
advantages of corporate disclosure stem from the fact that investors can
gain access to information that allows them to analyze the company's
profitability over time, which improves valuation accuracy and,
consequently, the return on investment.

6.3.4 Fourth Hypothesis Statistical Results

The regression findings for the fourth model used to test the fourth
hypothesis, which states that ESG and CSR-integrated voluntary disclosure
are negatively connected to tax avoidance, are shown in Table (9). The
findings support the fourth regression model, as the data reveal that
voluntary ESG/CSR disclosure has a considerable negative influence on
TA. As a result, H4 is acceptable. This suggests that ESG/CSR disclosure
in Egyptian firms has an impact on tax avoidance.

TAit = 2.360 - 2.360 ESGVDi; - .0368 CSRVDit + 1.369 ROA;: + 2.082
EPSit + 0.367 ROE;: + 1.360 DYit + 1.697 FLit + 2.360 LogFSit + it

83
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG

Table (9): Fourth Regression Equation: Impact of ESG/CSR on Tax Avoidance

Dr. Nevine Sobhy Abdel Megeid

Fourth Regression Equation: Generalized Least Squares
(GLS) — Dependent Variable: TA o
Decision
. Variable Stand. P-
Independent Variables Coefficient Error Value
Constant Bo 2.360250 1.025897 0.016 Significant
ESG -2.360184 0.360578 0.035 Significant
CSR -.036875 1.302569 0.034 Significant
ROA 1.369850 1.360578 0.021 Significant
EPS 2.082045 0.360240 0.039 Significant
ROE 0.367845 0.369045 0.027 Significant
DY 1.360258 1.034206 0.029 Significant
FL 1.697451 0.360156 0.037 Significant
FS 2.360152 0.057429 0.015 Significant
R —Squared 0.8259 Prob. (F - Test) 0.0000

Modified Wald Test Chi-Square P - Value

Group Wise Heteroskedsticity 4.6874 0.0000
Overall Ramsey RESET Test F-Test P - Value

3.0257 0.0268
Wooldridge Autocorrelation F-Test P - Value

Test

658743.648 0.0000

Cross-Sectional Dependence P - Value
Test
3.6587 0.0157

The results suggest that one of the main goals of corporations is to
increase their contribution to society, and that corporations that spend more
on social activities have a lower tax base and, as a result, rely heavily on
CSR for tax avoidance. This is consistent with Goerke (2019), who claims
that with a lower tax burden. On the other hand, corporate stakeholders
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may think that these measures do not amount to tax avoidance, as the
objective, if properly worded, is to contribute more to the benefit of
society. On the other hand, it may also be a fraudulent act aimed at
lowering taxes as much as possible. Additionally, it turns out that certain
events can reverse the correlation between her two concepts. As a result,
stricter regulation of CSR efforts and reporting and increased government
support for these activities have resulted in higher corporate profits,
resulting in a higher tax base and reduced opportunities for tax avoidance.

Findings revealed a statistically significant negative association between
a company's voluntary ESG/CSR disclosure and tax avoidance. This
negative association means that more socially responsible organizations
have a reduced tendency towards tax avoidance, which is consistent with
corporate culture theory. This finding is consistent with recent empirical
investigations supporting negative associations (Desai & Dharmapala,
2006; Jones et al., 2017; Lopez-Gonzélez et al., 2019). The results revealed
that this negative relationship is primarily driven by organizations with
higher social scores. The environment and governance scores have
significant negative associations with the tax avoidance metric. This
discovery is naturally related to corporate social reputation, as a
corporation with a higher social reputation, as indicated by the social score
component of the ESG score, is less likely to engage in tax avoidance,
which substantially harms its social standing.

The findings show that corporate stakeholders are increasingly using
corporate sustainability reports as a basif for assessing corporate social
responsibility. From the perspective of sustainable development, companies
must be responsible for their shareholders and society. As a result,
corporate tax avoidance leads to negative attitudes and actions such as loss
of corporate governance, fines, and consumer boycotts, as the public
perceives corporate tax avoidance to be costly to society. This implies that
firm stakeholders use corporate reporting to respond to the issue of tax
avoidance, implying that firm managers' attitudes towards their firm's tax
avoidance practices are related to the need and expectation for quality
reporting in order to send the appropriate signal to their stakeholders.
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7. Control Variables

7.1 Profitability, Environmental, Governance, and Corporate
Social Responsibility Voluntary Disclosure

According to agency theory, managers of profitable companies prefer to
disclose more information in order to maintain their positions and
compensation arrangements. According to signaling theory, when a
company's performance is excellent, it is more likely to signal its quality to
investors (Watson et al., 2002). According to political process theory, firms
should disclose more information in order to explain their level of profits.
Additionally, in order to create a positive impression and increase public
trust, upper management of a successful firm could desire to share more
information with the public (Alsaeed, 2006). The vast majority of
disclosure research suggests a positive correlation between corporate
profitability and voluntary disclosure. Furthermore, each of the following
four theories' perspectives has supported this notion. First, according to
Incausti (1997), in terms of political cost theory, the management of highly
profitable firms discloses more information to justify these high profits.
Second, signaling theory suggests that highly profitable companies disclose
more information in order to capitalize on their success by increasing the
price and value of their stock. Third, agency theory claims that managers
of high-profit organizations will give precise information in order to
achieve their own goals and maintain their remuneration package (Barako,
2007). Fourth, stakeholder theory suggests that high-profit companies must
disclose more information in order to satisfy all stakeholders. In summary,
achieving high profits is a key indicator of managerial success. This will
motivate management to achieve success in order to reap numerous
benefits from voluntary disclosure, such as justifying compensation,
strengthening its position, and enhancing its image in the business market.
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7.2 Dividend Policy, Environmental, Governance, and
Corporate Social Responsibility Voluntary Disclosure

A dividend is the portion of a company's profit that is distributed to its
shareholders. This is based on the company's dividend policy, which
provides instructions regarding the amount of dividends to be paid by the
company and the frequency of dividends. The reason why CSR spending
influences a company's dividend policy is explained by the previous
theoretical reasons. According to agency theory, when a company has
excess cash, managers are encouraged to overinvest in CSR activities
because they personally benefit from corporate social responsibility.

A high dividend payout, according to Barnea and Rubin (2010),
contributes to controlling the agency issue by lowering the capital available
to overinvest in CSR activities. Furthermore, Subramaniam et al. (2016)
demonstrate that the impact of legitimizing CSR-related political activities
on Malaysian firms' stock market liquidity is important to institutional
investors. In contrast to the dividend and CSR signaling theories, the free
cash flow agency reasoning would imply that dividend payouts and CSR
investments are partial substitutes because they compete for the same pool
of resources produced by profits.

High dividend payments lower the resources available to managers and
limit overinvestment. The dividend policy disciplinary mechanism
forecasts a positive relationship between CSR and dividend payments
because it prevents managers from wasting money on high social
expenditures. According to the dividend signaling theory, a firm's
announcement of increased dividends sends powerful signals about the
firm's prosperous future and contributes to the firm's favorable image of
growth and stability. Because firms must honor all implicit and explicit
claims with financial and non-financial stakeholders, signaling theory
combined with CSR in the context of stakeholder theory forecasts a
positive relationship between dividend payments and CSR.

According to the agency theory, there is a relationship between CSR
activities and dividend payouts; dividend distribution limits the possibility
of inefficient use of business resources by limiting cash access for
managers. Managers have an incentive to gain utility from being
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recognized as socially responsible, so they may overinvest in CSR
activities (Sheikh et al., 2022). These contributions may show directors and
managers to be morally responsible at the expense of shareholder interests
(Brown et al., 2006).

As a result, social responsibility initiatives could lead to agency costs
(Barnea and Rubin, 2010). According to Jensen (1986), payout policy
contributes to the resolution of such agency problems by limiting the cash
flow available to self-interested managers. CSR investments could thus be
linked to dividend payouts under an optimal dividend policy to prevent
overinvestment in CSR activities.

7.3 Financial Leverage, Environmental, Governance, and
Corporate Social Responsibility Voluntary Disclosure

According to agency theory, public companies with large financial
leverage (total debt) require more external capital, which increases the
leverage ratio in their capital structure and increases conflicts of interest
between shareholders, creditors, and managers, i.e. increase agency costs.
Thus, corporate decision-makers are willing to disclose more
environmental information, and listed companies are willing to accept
governments, society, and stakeholders as overseers of their environmental
management (Gray et al., 1995).

Voluntary disclosure theory states that improving environmental
performance is communicated to stakeholders through clear or verifiable
disclosure of information, which is difficult to replicate in poor
environmental performance. According to social responsibility theories,
listed firms maintain good creditor-debtor relationships with stakeholders,
which helps improve firm performance stability and decrease financial risk.
Listed companies with greater financial leverage face greater financial risk;
therefore, these companies are eager to reveal more environmental
information and then communicate with external creditors using clear or
verifiable information disclosure (Clarkson, 2011).

Firms with a greater debt burden in their capital structure are more
likely to incur higher agency costs (Alsaeed, 2006). Information disclosure
can be used to save money and minimize information gaps. As a result, it is
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claimed that leveraged firms must disclose more information in order to
meet the information requirements of creditors.

According to stakeholders, asymmetric information causes listed
companies to have more long-term debt, which increases investment risk
and environmental management risk. Listed firms reduce environmental
risk anticipation, increase agency costs caused by asymmetric information,
maintain good creditor-debtor relationships with stakeholders, and then
tend to actively share more environmental information. In summary,
companies with a higher long-term leverage ratio tend to disclose more
environmental information, and vice versa (Chang, 2011).

Regardless of the contradictory findings regarding the relationship
between firm leverage and voluntary disclosure, there are a variety of
reasons to support a favorable relationship. First, excessive leverage raises
agency costs, prompting managers to share more information in order to
lower such costs (Alves et al., 2012). Second, according to Jensen and
Meckling (1976), firms with a high debt ratio face high monitoring costs
and, as a result, disclose additional information. Third, firms with high debt
ratios tend to reveal more information freely in order to reassure their
lenders and extend or provide the debt contract period. Fourth, firms
committed to large debt contracts are frequently required to comply with
certain restrictive covenants and must reveal more information than is
needed to demonstrate compliance. Firms with high debt face higher
pressure from creditors to disclose information because they are perceived
as risky and are expected to disclose more about the risks associated with
them.

7.4 Firm Size, Environmental, Governance, and Corporate
Social Responsibility Voluntary Disclosure

Small companies face less pressure and affection from society than
large firms. It requires big corporations to disclose more information. Large
corporations are more active and require greater transparency. Large
companies are more likely to be complex, and complexity necessitates
more disclosure. The reasons for large firms' proclivity to disclose more
information are as follows: the cost of acquiring and disclosing information
is low in comparison to smaller firms; the management of larger

89
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

corporations is more likely to recognize the potential benefits of
information disclosure, such as increased marketability and ease of
financing; and smaller corporations may fear that full information
disclosure will jeopardize their competitive position.

Furthermore, because bigger firms are more vulnerable to public
scrutiny than smaller firms, they are more likely to reveal more information
(Alsaeed, 2006). According to Alves et al. (2012), the larger the company,
the more likely they are to voluntarily disclose more information. The
positive relationship between firm size and the extent of voluntary
disclosure could be due to a variety of factors. First, large firms are more
likely than small firms to provide extra voluntary disclosure. Second,
according to stakeholder theory, larger firms have more stakeholders
pressuring management to reveal more information than smaller firms.
Third, large firms face higher political costs than small firms; as a result,
large firms work to limit political costs by disclosing more information
voluntarily, such as those related to ESG and CSR (Camfferman & Cooke,
2002).

8. FRQ, ESG/CSR Voluntary Disclosure Index

Disclosure indices are comprehensive listings of specified items that
may be reported in business reports. Calculating an index score for a
specific company has been used in accounting research to provide a
measure of the extent of disclosure but not necessarily the quality of the
disclosure. Indices have been used to demonstrate compliance with
regulations, if the index items are chosen in that manner, or to demonstrate
the extent of voluntary disclosure. The efficiency of the disclosure index as
a measure of disclosure is vitally dependent on the elements included in the
index.

FRQ and ESG/CSR are the primary independent variables. FRQ
voluntary disclosure is measured using a checklist of 59 things divided into
5 categories, whereas ESG/CSR voluntary disclosure is measured using a
checklist of 99 items divided into 8 categories.

The checklist is evaluated using content analysis with a dichotomous
approach: each FRQ and ESG/CSR item disclosed is given a value of 1,
and O if it is not disclosed.
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The unweighted technique is more appropriate to our research, and it
was utilized to compute the voluntary disclosure index. The index, which is
consistent with earlier literature, examines the diversity of disclosures
using an unweighted, dichotomous measure (i.e., awarding an equal weight
to each point on the index, giving 1 if the item is disclosed and O if it is not
disclosed).

First, for each company, the total value of each item is added together
to produce the voluntary disclosure index for each item individually,
using the following formula:

FRQ;j=> Xij/N

ESGVD / CSRVD; = > Xij/ N;
Where,
N;j = 45, the number of companies j used in the sample.
Xij = Content analysis; FRQ and ESG/CSR voluntary disclosure are
measured by the dummy variable 1 = if item is disclosed; 0 = if item is not
disclosed.
0<FRQ<1 (maximum ) Xi =45)
0<ESGVD/CSRVD<1 (maximum 3 X; = 45)
Then, a disclosure index was calculated for each category as the ratio
of all firms actual scores in each category divided by the overall score
of the category.
FRQjj = Financial reporting quality voluntary disclosure index for
each of the 5 categories.
N = Total items for each category as follows: (1) Financial information (N
= 27); (2) Operational information (N = 11); (3) Financial performance (N
= 9); (4) Future information (N = 5); and (5) Stock value information (N =
7)
ESGVD / CSRVD; = Environmental, Social, Governance, and
Corporate Social Responsibility Voluntary Disclosure Index for each
of the 8 categories.
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N = Total items for each category as follows: (1) Environmental issues
(N = 15); (2) Corporate social responsibility (N = 13); (3) General
community welfare activities (N = 7); (4) Employee information (N = 17);
(5) Corporate governance information (N = 12); (6) Shareholder capital
information (N = 10); (7) Shareholder rights information (N = 9); and (8)
Product/service and customer information (N = 16).

Xij = Content analysis; FRQ and ESG/CSR voluntary disclosure are
measured by the dummy variable. 1 = if the item is disclosed; 0 = if the
item is not disclosed, so that:

0<FRQ<1 (maximum ) Xi =59)
0<ESGVD/CSRVD<1 (maximum Y X;i =99)

8.1 Index of Financial Reporting Quality: Voluntary Disclosure

High financial reporting quality (FRQ) is indicated by the transparency,
reliability, and accuracy of the financial information disclosed in the
financial annual reports, including note disclosures. High-quality reporting
delivers relevant, decision-useful information that objectively depicts the
economic realities of a company's activities during the reporting period.
Appendix (1) lists the FRQ voluntary disclosure items included in the index
(5 categories, 59 binary disclosure items). The index was calculated for the
FRQ disclosure using five categories: (1) Financial information; (2)
Operational information; (3) Financial performance; (4) Future
information; and (5) Stock value information.

Each FRQ voluntary disclosure item is scored "1" if the firm discloses

the information and "0" otherwise.

92
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

0.8

0.7

0.6

0.5

0.4

0.3

0.2

0.1

0 ‘ ‘ ‘ ‘ ‘
Financial  Operational  Financial Future Stock Price
Information Information Performance Information Information

Figure (2): The Five Categories Included in Financial Reporting Quality Index
Category A: Financial Information

Figure (3) depicts the financial data covered in the financial reporting

quality index. The timely release of all information about a company that
may influence an investor's decision is referred to as disclosure in the
financial industry. It discloses positive and negative news, data, and
operational information that have an influence on its business.
Disclosures under IFRS 7, Financial Instruments, include both qualitative
and quantitative information about the relevance of financial instruments to
an entity and the nature and level of risks arising from such financial
instruments. Voluntary disclosure of financial information, ESG factors,
and CSR is becoming increasingly important for investors. Companies are
recognizing that their environmental and social impacts can have a
significant effect on their bottom line and long-term viability. Voluntary
disclosure in these areas provides investors with the transparency and
information necessary to make informed decisions and can help companies
attract and retain socially responsible investors. Additionally, companies
that prioritize ESG and CSR often see benefits such as improved
reputation, increased employee satisfaction, and better stakeholder
relationships.
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The ownership structures of affiliates

A list of affiliates in which the company holds a minority stake
Information about the method of calculating fixed-asset..
Methods of asset valuation

Whether there are consolidated financial statements or..
Non-audit fees paid to the auditor

How much the company pays in audit fees to the auditor

A copy of the auditors report

The name of company’s auditing firm

Cost structure (high degree of detail)

Revenue structure (detailed breakdown)

Segment analysis (results broken down by business line)
Financial information on a quarterly basis
Discussion on accounting policies used in accounting for..

Use of fair value

Whether these financial statements are audited or at least..
Notes to such financial statements

Interim (quarterly or semiannual) financial statements..
Indication that RPTs are made on market or non-market terms
Disclosure of related party transactions (RPTs): sales..
Unqualified (clean) audit opinion with regard to annual..
Independent auditors report with regard to annual financial..
Notes to annual financial statements according to IFRS/U.S...
Annual financial statements according to an internationally..
Whether the accounts meet local accounting standards
Disclosure of accounting standards uses for its accounts

Discussion on accounting policy

Figure (3): The Financial Information Included in Financial Reporting Quality
Index
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Category B: Operational Information

Figure (4) depicts the operational data covered in the financial reporting
quality index. Financial reports present historical data, but they also reveal
how a firm spends its revenues, if they are reinvested in the company, and
whether the company can maintain future growth. Operational reports
provide business insight on a company's efficiency. Finance uses
operational information to keep track of specific financial data and process
inefficiencies, as well as to make decisions for the immediate or near
future. As a result, real-time, precise information is required for
comprehensive operational reporting, quick decision-making, and better
operational efficiency. Companies can avoid potentially costly disruptions
by continuously monitoring and addressing social and environmental risks
through good ESG reporting and disclosure practices, while also
identifying unsustainable (and thus costly) regions inside the organization
and its supply chain. Corporations can help enhance collaboration,
awareness, and positive action across company lines and functions by
building a cross-functional ESG process, producing a 'virtuous cycle' of
better operational efficiency.

Organizations are expected to provide transparent information on their
operations, such as their supply chain practices, energy consumption, and
waste management. Additionally, companies are encouraged to disclose
their ESG and CSR practices by reporting on topics such as diversity and
inclusion, employee safety and wellness, and community engagement.
Such transparency can build trust with stakeholders and help organizations
become more socially responsible and sustainable.

95
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

The market share for any or all of the company’s
businesses

An overview of trends in its industry

An output forecast of any kind

Detailed information about investment plans in the
coming years

Any plans for investment in the coming years
A discussion of corporate strategy

Any industry-specific ratios

Efficiency indicators

Characteristics of fixed assets employed

Output in physical terms (values of sales for
services sector companies)
Details of the kind of business the company
engages in
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Figure (4): The Operational Information Included in Financial Reporting Quality Index
Category C: Financial Performance Information

The financial performance data included in the financial reporting
quality index is depicted in Figure (5). A financial performance report is a
summary of a company's financial performance that assists various
investors and stakeholders in making investment decisions. The financial
performance of a corporation can inform investors about its overall
financial health. It's a snapshot of its economic health and management's
performance, providing insight into the future, including whether its
operations and profits are on track to increase, as well as the outlook for its
stock. Investors and shareholders examine the statement that displays the
firm's financial performance. Before investing, they examine a company's
financial health and profitability.
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Rate of return on sales
Sales growth rate
Percentage of cost of sales to sales

Return on assets

Profitability rate
Dividend Distribution Policy
Dividend per share

Return on equity

Brief discussion and analysis of a
company’s financial position
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Figure (5): The Financial Performance Included in Financial Reporting Quality Index
Category D: Future Information

Figure (6) depicts the future information covered in the financial
reporting quality index. High- quality financial reporting provides
information that analysts, investors, and other stakeholders can use to
accurately assess a company's current performance and prospects. The
accuracy of financial reporting is critical for users to make sound
judgments; furthermore, the quality of financial reporting decreases
information asymmetry and hazards. In this sense, the quality of the
accounting information shows the companies' correct performance and has
increased utility for forecasting future earnings. The financial statement
contains an instrumental variable that can provide information about the
company’s future returns. In this sense, corporations' ambition is to
maximize money, which is the primary goal of a profit-based organization.
Furthermore, financial statement experts will be concerned about the
companies' ability to estimate and forecast future returns.
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Figure (6): The Future Information Included in Financial Reporting Quality Index
Category E: Stock Value Information

Figure (7) depicts the stock value information included in the financial
reporting quality index. Non-financial disclosures, in addition to financial
disclosures, influence the movement of a firm's stock price. Investors
utilize financial reporting information, particularly profit numbers, to
anticipate future earnings and dividends and to value stocks. As a result,
the quality of earnings and accruals determines market share price
movement. Managers also utilize the level of financial reporting
(disclosures level) as an instrument to reduce information risk and hence
increase the market price of the firm's share. Voluntary disclosure of
information enhances the overall liquidity of the firm's stock in the capital
market, i.e., an improvement in the firm's stock liquidity after raising the
degree of disclosure. Managers must disclose all information, whether
positive or negative. If investors are aware that the manager possesses
information but do not know what it is, they will presume that the manager
will announce it if it is desirable. As a result, if investors notice that the
manager is unwilling to disclose the information, they will assume the
worst-case scenario and offer prices in such a way that the company's stock
market value declines, whereas corporations currently try to maximize their
value. As a result, the manager's motive to keep the company's stock
market prices from declining will result in higher voluntary disclosure.
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Companies that disclose ESG and CSR information can attract socially
responsible investors and potentially increase their stock value. These
disclosures can also signal a company's commitment to responsible
business practices, which may improve their reputation and appeal to
consumers. By contrast, companies that fail to disclose information about
ESG and CSR may be viewed as less trustworthy and face reputational or
financial risks. Thus, social and environmental disclosure can have a
significant impact on a company's stock value.

1.2
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0.8
0.6
0.4
Ml N
0 T T T T
Market Market Size of Type of  Geographical Number of Market value
capitalizations capitalization Shareholdings shareholders distributions shares of shares
at half year- trend (for example, of
end institutions, shareholders
and
individuals)

Figure (7): The Stock Value Information Included in Financial Reporting Quality Index
8.2 Index of ESG/CSR Voluntary Disclosure

Companies disclose their ESG/CSR risks and activities voluntarily. This
is typically in the form of an annual report, which may also be referred to
as a sustainability report or an ESG/CSR report. ESG and CSR reporting is
the systematic publication of information about a company's social
performance. The term "social performance” is used broadly to refer to
social, environmental, and governance issues that are not normally
addressed by financial performance measurements. CSR refers to the
sustainability methods that organizations’ use to ensure that their
operations are conducted ethically. ESG, on the other hand, are standards
used to assess a company's overall sustainability. Figure (8) shows the eight
categories included in ESG/CSR as follows: (1) Environmental issues; (2)
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Corporate social responsibility; (3) General community welfare activities;
(4) Employee information; (5) Corporate governance information; (6)
Shareholder capital information; (7) Shareholder rights information; and
(8) Product/service and customer information.

Appendix (2) lists the ESG/CSR voluntary disclosure items included in
the index (8 categories, 99 binary disclosure items). Each ESG/CSR
voluntary disclosure item is scored "1" if the firm discloses the information
and "0" otherwise.

Product/Services and Customers
Shareholder Rights

Shareholder Capital

Information on Corporate Governance

Employee Information

General Community Welfare Activities/Poverty
Alleviation

Corporate Social Responsibility
Environmental Issues

0 01 02 03 04 05 06 07 038

Figure (8): The Eight Categories Included in ESG/CSR Index

Category A: Environmental Issues

Figure (9) depicts the environmental issues included in the ESG/CSR
index. Environmental reporting and disclosure practices are used to inform
stakeholders about the environmental impact of an organization's actions.
The reporting might be either financial or non-financial in nature.
Environmental transparency can motivate firms to innovate and create new
ways to lessen their environmental impact. This can lead to the creation of
more sustainable and efficient products, processes, and technologies.
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Figure (9): The Environmental Issues Included in ESG/CSR Index
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Category B: Corporate Social Responsibility Information

Figure (10) depicts the corporate social responsibility items included in
the ESG/CSR index. CSR reporting refers to a company's systematic
disclosure of information about its social performance. The disclosure of
CSR initiatives has a greater association with the community's perception
of the firm and its sustainability. A firm will grow only if it has a beneficial
impact on the community, the resources, and all stakeholders.

Sponsoring educational conferences, seminars or art
exhibits

Sponsoring public health, sporting and recreational
projects

Explicit health and safety policy

Policy on code of conduct for protecting human
rights

Policy/Rules relating to employee separation and lay
off

Information on policy/rules relating to non-financial
benefits to employees (including housing etc.)

Description/Amount of total contributions/donations
to charitable initiatives (health, education etc)

Company participation in public-private initiatives
for community development

Initiatives on community awareness or education

Explicit policy/statement regarding community
investment

Publication of CSR report

CEO statement regarding corporate
responsibility/CSR

Stated commitment to recognize corporate
responsibility standards
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Figure (10): The Corporate Social Responsibility Issues Included in ESG/CSR Index
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Category C: General Community Welfare Activities Information

The general community welfare activity categories covered in the
ESG/CSR index are depicted in Figure (11). Corporate social responsibility
disclosure reveals information about what companies have done for the
community. It also demonstrates the disclosure of firms' actions on what
they have contributed to society's welfare and what they would do in the
future for the welfare and interests of society.

This report highlights the community welfare activities carried out by
the company, which have been aimed at improving the lives of the people
in its immediate environment. The company is committed to societal issues
such as ESG and CSR. As part of its core values, the company prides itself
on promoting environmental sustainability by reducing carbon emissions
and promoting recycling. The company also actively engages in social
activities, including the provision of health care, education, and community
development initiatives. The company is committed to voluntary disclosure
of its ESG activities as part of its corporate social responsibility.

Sponsoring and donations to various sports
activities, national and international games and..

Rural development programs (less
developed/remote areas/underprivileged)

Disclosures about corporate objectives or policies
for corporate social responsibility

Sponsoring or donations and provision of
healthcare services (facilitating/supporting health..

Sponsoring or organizing different educational
activities or events at local and international level

Donation to different schools, colleges, and
universities for educational facilities

Funding scholarship programmers’ or activities
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Figure (11): The General Community Welfare Activities Issues Included in ESG/CSR
Index
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Category D: Employee Information

Figure (12) depicts the employee data included in the ESG/CSR index.
Employee decision-making is heavily influenced by ESG/CSR. Companies
with better ESG/CSR scores report higher levels of employee satisfaction.
Employees are realizing that they have the option of working for
organizations that complement their interests and social well-being. CSR
not only encourages a higher caliber of job candidates, but it can also
encourage employees to become more involved and invested in their work.
ESG/CSR can increase employee retention, morale, loyalty, and
motivation. ESG and CSR strengthen organizational culture and give
employees a sense of purpose. Everything begins with corporate culture.
Tying culture to business goals provides employees with a common goal to
strive towards, which leads to a better sense of purpose. Achieving
ESG/CSR success can have major benefits for an organization, such as
increased staff engagement and retention, a stronger company reputation,
and easier access to financing.

Employee information and ESG disclosure are important aspects of
CSR. Employee information disclosure is a means to provide the public
with information about a company’s workforce, including diversity,
workforce demographics, and employee benefits. The ESG disclosure, on
the other hand, encompasses a company’s commitment and responsibility
to society and the environment. This voluntary disclosure can help
investors, stakeholders, and consumers make informed decisions about a
company’s ethics and sustainability practices.
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offering internship program

Average income of employees

Number of employees
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Health & safety of employees
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Employee training and career-development
programs

Employee equal opportunities

Employee relations
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Figure (12): The Employee Information Included in ESG/CSR Index
Category E: Corporate Governance Information

Corporate governance is the set of rules, procedures, and processes that
govern a company's decision-making and control. ESG and CSR voluntary
disclosure are initiatives taken by companies to disclose information on
their impact on the environment, society, and governance practices. ESG
and CSR disclosure helps companies build trust and credibility with
stakeholders and investors by demonstrating their commitment to
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sustainable and ethical business practices. It also provides transparency to
stakeholders about the company's opportunities and risks.

Figure (13) depicts the corporate governance information included in
the ESG/CSR Index. Corporate governance regulations and codes should
be based on disclosure and transparency. Financial and operating results
should be disclosed by business organizations to ensure that their
shareholders and other stakeholders understand the nature of the
organization’s operations, its existing state of affairs, and its future
orientation in terms of developments. By revealing and making open its
corporate governance rules and procedures, the company provides
regulators and stakeholders with an understanding of how the company
functions and its financial situation. This boosts public trust and credibility
in the organization. Governance practices have an impact on company
performance and are a significant factor in analysts' risk assessments for
both individual companies and markets. Better corporate governance has
the potential to improve the efficiency of organizations and markets, lower
the cost of capital, and foster innovation, according to policymakers.

The impact of the strategy on the performance of..
Statement of strategy and marketing objectives
Procedures taken to achieve the objectives and..
A statement of management objectives and strategy
Number of Board meetings
Directors' remuneration
Number of shares held by directors

The practical experience of the members of the..
Educational qualifications of Board members
Leading positions of members in other companies
Names of Board of Directors

Top shareholders’ Names
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Figure (13): The Corporate Governance Information Included in ESG/CSR Index
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Category F: Shareholder Capital Information

Figure (14) depicts the shareholder capital data included in the
ESG/CSR index. A shareholder is any organization, corporation, or
individual that owns stock in a company. A corporation’s shareholder may
own as few as one share. Shareholders are vulnerable to capital gains (or
losses) and/or dividend payments since they are residual claims on a
company's profits. The disclosure of shareholdings provides clarity into the
degree of control that specific owners have over a publicly traded
corporation. It usually refers to voting rights, although it can also refer to
the total number of shares outstanding and the total issued -capital.
Shareholder information offers current holdings information for each
company, split down by the type of securities (financial instruments) held.

Shareholding in the company by individual senior
managers
The number and identity of shareholders each
holding more than 10%
The identity of shareholders holding at least 75% of
voting shares in total
The identity of shareholders holding at least 50% of
voting shares in total
The identity of shareholder holding at least 25% of
voting shares in total
The identity of holders of all large stakes (blocking
:> 25%, controlling :> 50%)

The identity of the largest shareholder

The par value of each ordinary share disclosed

The number of issued and outstanding other shares
disclosed (preferred nonvoting)
The number of issued and outstanding ordinary
shares disclosed
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Figure (14): The Shareholder Capital Information Included in ESG/CSR Index
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Category G: Shareholder Rights Information

Figure (15) depicts the shareholder rights data included in the ESG/CSR
index. Shareholder rights and obligations are critical in corporate
governance since shareholders own the company and have the power to
elect directors and approve corporate decisions. Shareholders have the right
to receive information, attend meetings, and offer resolutions. The basic
rights of a shareholder include the right to vote, the right to look over the
financial records of the business, the right to transfer ownership, the right
to issue, liability limited by ownership, the right to profit, the right to claim
liquidation, and the right to sue for illegal activities.
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Figure (15): The Shareholder Rights Information Included in ESG/CSR Index
Category H: Product/Services and Customers Information

Figure (16) depicts the ESG/CSR index's products, services, and
customer information. Product and service information enhances the
consumer experience, regardless of industry. Buyers are continuously
looking for more information about your products and services in order to
resolve any buying objections. The more conclusively you can reply to
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their inquiries, the more satisfied they will be. One of the key goals of
ESG/CSR is to inform customers well enough about the products or
services and demonstrate their strength in comparison to other similar items
so that it can help improve the firm's products or services and marketing. It
is also critical to demonstrate the true facts about the products and services
and understand their flaws. It all comes down to information disclosure. A
satisfying disclosure should include phases of development that progress
from cognition to concepts about a given product or service. Furthermore,
ESG and CSR should use a customer information system (CIS), which is a
system used by an organization to aid employees in rapidly obtaining
customer information. Users' satisfaction with the system will lead to an
increase in work productivity and allow employees to fully utilize the
advances in technology.

Number of customer satisfaction surveys conducted..
Annual expenditure incurred on customer..
Policy/procedures for protection of customer..
Policy/procedures on recall of product

Information relating to product life cycle

Customer compliant

Customer information and feedback

Disclosing information about customer service or..
Statement of ethics and business practices or code of..
Value added statement

Product or production process safety

Product or service, equipment and plant or..
Explanation of major kinds of product/services
Discussion of marketing network

Product development and research

Product or service quality, quality-control system,..
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Figure (16): The Product/Services and Customers Information Included in
ESG/CSR Index
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Conclusion

Voluntary disclosure is the presentation of information by a company's
management that is thought to be relevant to the decision-making users of its
annual reports and goes beyond GAAP standards and regulations and
Securities and Exchange Commission rules. In the theoretical foundations of
accounting, great emphasis has been placed on the quality and importance of
financial information disclosure. This research investigates the role of
disclosure quality in financial reporting and how it is influenced by ESG/CSR
voluntary disclosure. Furthermore, this study looks at how the extent of
sustainability disclosure affects business value, stock value, and tax avoidance
across 45 companies from 2016 to 2022.

ESG/CSR reporting's primary purpose is to offer investors, consumers, and
other stakeholders a clear and transparent view of a firm's overall
sustainability goals and performance. High-quality reporting provides
decision-makers with useful information that is faithful, relevant, and reliable
and represents the economic reality of the firm's activities during the reporting
period as well as the firm's financial position at the end of the fiscal period.

According to the findings, ESG/CSR reporting enables organizations to
detect, analyze, and manage business risks, which can help protect an
organization's long-term sustainability and resilience and have a substantial
impact on its operations and reputation. As a result, the firm's worth, stock
value, and financial reporting quality are all impacted.

The company intends to emphasize management quality by utilizing
ESG/CSR. Furthermore, strong ESG/CSR performance improves a company's
reputation among shareholders and other stakeholders. Firms employ
corporate financial reporting quality to send a positive signal to investors. The
data also imply that when managers manage earnings through tax avoidance,
they may provide less information voluntarily as a negative signal to
stakeholders as a way to mask this situation and enhance their corporate
image.

Voluntary ESG/CSR disclosure not only boosts business reputation but
also leads to increased capacity for sustainable growth, which in turn increases
firm value and stock price value. We contend that voluntary disclosure of
forward-looking non-financial information can increase the efficiency and
efficacy of a company's ESG/CSR efforts, which could eventually lead to
improved financial sustainability performance.
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Limitations and Recommendations for Future Research
The research has limitations as it only uses data from 2016 to 2022 for 45

non-financial companies listed on the Egyptian Stock Exchange (EGX 100).

This was the most recent data available at the time of the research. Future

research may increase the sample size by including all companies listed on the

Egyptian Stock Exchange.

The results of this research have provided some new insights into the impact

of integrated ESG and CSR voluntary disclosures on financial reporting

quality, stock and corporate value, and tax avoidance. Furthermore, this
research provided the following important recommendations for future
studies:

1. Further research can be done on different sectors such as insurance,
banking, and other financial institutions. The researcher also recommends
testing the hypotheses on a larger sample.

2. The researcher also recommends that it be possible to examine how the
research variables are affected by different environments and developing
countries other than Egypt. It is also possible to provide comparative
studies between different countries.

3. This research identifies the need to highlight the importance of integrated,
voluntary ESG and CSR disclosures and their critical role in economic
growth, institutional success, risk and failure mitigation, operation, and
financial improvement.

4. Other areas that influence companies' voluntary and mandatory disclosure
practices can also be studied, such as financial and non-financial integrated
reporting, where governance variables are tested as potential determinants
of disclosure of integrated reporting elements and also measure and weigh
the benefits and costs of voluntary disclosure.

5. Other factors, such as investment efficiency and ownership structure, can
also be tested as determinants of voluntary disclosure, whether relevant to
sustainability or integrated reporting.

111
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

References

Abdi, Y., Li, X.,, & Camara-Turull, X. (2022). Exploring the impact of
sustainability (ESG) disclosure on firm value and financial performance
(FP) in airline industry: The moderating role of size and age.
Environment, Development and Sustainability, 24(4), 5052-5079.

Aboud, A., & Diab, A. (2018). The impact of social, environmental and
corporate governance disclosures on firm value: Evidence from
Egypt. Journal of Accounting in Emerging Economies, 8, 442-458.

Aboud, A., & Diab, A. (2019). The financial and market consequences of
environmental, social, and governance ratings: The implications of
recent political volatility in Egypt. Sustainability, Accounting,
Management and Policy Journal, 10(3), 498-520.

Akisik, O., & Gal, G. (2011). Sustainability in businesses, corporate social
responsibility, —and  accounting standards: An  empirical
study. International Journal of Accounting & Information Management,
19(3), 304-324.

Al-Akra, M., & Ali, M. J. (2012). The value relevance of corporate
voluntary disclosure in the Middle-East: The case of Jordan. Journal of
Accounting and Public Policy, 31(5), 533-549.

Almeyda, R., & Darmansya, A. (2019). The influence of environmental,
social and governance (ESG) disclosure on firm financial
performance. IPTEK Journal of Proceedings Series, 5, 278-290.

Alsaeed, K. (2006). The association between firm-specific characteristics
and disclosure: The case of Saudi Arabia. Managerial Auditing Journal,
21(5): 476-496.

Al-Shaer, H., & Hussainey, K. (2022). Sustainability reporting beyond the
business case and its impact on sustainability performance: UK
evidence. Journal of Environmental Management, 311, 114883.

112
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

Alves, H. R. A. M., Rodrigues, A. M., & Canadas, N. (2012). Factors
influencing the different categories of voluntary disclosure in annual
reports: An analysis for Iberian Peninsula listed
companies. Tekhne, 10(1), 15-26.

Avi-Yonah, R. S. (2008). Corporate social responsibility and strategic tax
behavior (pp. 183-198). Springer Berlin Heidelberg.

Axjonow, A., Ernstberger, J., & Pott, C. (2018). The impact of corporate
social responsibility disclosure on corporate reputation: A non-
professional stakeholder perspective. Journal of Business Ethics, 151,
429-450.

Aziz, N. S., & Hj Bidin, R. (2017). A review on the indicators disclosed in
sustainability reporting of public listed companies in Malaysia. Journal
of Human Capital Development, 10(2), 1-14.

Barako, D. G. (2007). Determinants of voluntary disclosures in Kenyan
companies  annual  reports. African  Journal  of  Business
Management, 1(5), 113-128.

Barnea, A., & Rubin, A. (2010). Corporate social responsibility as a
conflict between shareholders. Journal of Business Ethics, 97(1), 71-86.

Batrancea, L. M., Nichita, A., De Agostini, R., Batista Narcizo, F., Forte,
D., de Paiva Neves Mamede, S., & Budak, T. (2022). A self-employed
taxpayer experimental study on trust, power, and tax compliance in
eleven countries. Financial Innovation, 8(1), 96.

Biddle, G. C., Hilary, G., & Verdi, R. S. (2009). How does financial
reporting quality relate to investment efficiency?. Journal of Accounting
and Economics, 48(2), 112-131.

Bird, R., & Davis-Nozemack, K. (2016). Tax avoidance as a sustainability
problem. Journal of Business Ethics, 151(4), 1009-1025.

Blacconiere, W. G., & Northcut, W. D. (1997). Environmental information
and market reactions to environmental legislation. Journal of
Accounting, Auditing & Finance, 12(2), 149-178.

113
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

Blacconiere, W. G., & Patten, D. M. (1994). Environmental disclosures,
regulatory costs, and changes in firm value. Journal of Accounting and
Economics, 18(3), 357-377.

Bollen, N. P. (2007). Mutual fund attributes and investor behavior. Journal
of Financial and Quantitative Analysis, 42(3), 683-708.

Brammer, S., & Pavelin, S. (2006). Voluntary environmental disclosures by
large UK companies. Journal of Business Finance & Accounting, 33(7-
8), 1168-1188.

Brown, W. O., Helland, E., & Smith, J. K. (2006). Corporate philanthropic
practices. Journal of Corporate Finance, 12(5), 855-877.

Cai, L., & He, C. (2014). Corporate environmental responsibility and
equity prices. Journal of Business Ethics, 125, 617-635.

Camfferman, K. & Cooke. T. E. (2002). An analysis of disclosure in the
annual reports of UK and Dutch companies. Journal of International
Accounting Research, 1(1), 3-30.

Champagne, C., Coggins, F., & Sodjahin, A. (2022). Can extra-financial
ratings serve as an indicator of ESG risk?. Global Finance Journal, 54,
100638.

Chang Kai (2011). The effects of ownership and capital structure on
environmental information disclosure: Empirical evidence from Chinese
listed electric firms, School of Finance, 2(12), 637-649.

Cho, S. VY., Lee, C., & Pfeiffer, R. J., Jr. (2013). Corporate social
responsibility performance and information asymmetry. Journal of
Accounting and Public Policy, 32(1), 71-83.

Clarkson, P. M., Overell, M. B., & Chapple, L. (2011). Environmental
reporting and its relation to  corporate  environmental
performance. Abacus, 47(1), 27-60.

D'Amato, A., & Falivena, C. (2020). Corporate social responsibility and
firm value: Do firm size and age matter? Empirical evidence from

114
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

European listed companies. Corporate Social Responsibility and
Environmental Management, 27(2), 909-924.

Davis, A. K., Guenther, D. A., Krull, L. K., & Williams, B. M. (2016). Do
socially responsible firms pay more taxes?. The Accounting
Review, 91(1), 47-68.

Desai, M. A., & Dharmapala, D. (2006). Corporate tax avoidance and high-
powered incentives. Journal of Financial Economics, 79(1), 145-179.

Dhaliwal, D. S., Radhakrishnan, S., Tsang, A., & Yang, Y. G. (2012).
Nonfinancial disclosure and analyst forecast accuracy: International
evidence on corporate social responsibility disclosure. The Accounting
Review, 87(3), 723-759.

Dhaliwal, D., Li, O. Z., Tsang, A., & Yang, Y. G. (2014). Corporate social
responsibility disclosure and the cost of equity capital: The roles of
stakeholder orientation and financial transparency. Journal of
Accounting and Public Policy, 33(4), 328-355.

Dimson, E., Karakas, O., & Li, X. (2015). Active ownership. The Review of
Financial Studies, 28(12), 3225-3268.

Dowling, G. R. (2014). The curious case of corporate tax avoidance: Is it
socially irresponsible?. Journal of Business Ethics, 124, 173-184.

Eccles, R. G., loannou, 1., & Serafeim, G. (2014). The impact of corporate
sustainability on organizational processes and
performance. Management Science, 60(11), 2835-2857.

El-Din, M. M. A., EI-Awam, A. M., lbrahim, F. M., & Hassanein, A.
(2021). Voluntary disclosure and complexity of reporting in Egypt: the
roles of profitability and earnings management. Journal of Applied
Accounting Research, 23(2), 480-508.

Engert, S., & Baumgartner, R. J. (2016). Corporate sustainability strategy—
bridging the gap between formulation and implementation. Journal of
Cleaner Production, 113, 822-834.

115
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

Fatemi, A., Fooladi, I., & Tehranian, H. (2015). Valuation effects of
corporate social responsibility. Journal of Banking & Finance, 59, 182-
192.

Fatemi, A., Glaum, M., & Kaiser, S. (2018). ESG performance and firm
value: The moderating role of disclosure. Global Finance Journal, 38,
45-64.

Fiori, G., Di Donato, F., & lzzo, M. F. (2015). Corporate social
responsibility and stock prices: A study on the Italian market. Corporate
Ownership & Control, 12(2), 600-609.

Francis, J., Nanda, D., & Olsson, P. (2008). Voluntary disclosure, earnings
quality, and cost of capital. Journal of Accounting Research, 46(1), 53-
99.

Gandullia,L, & Pisera,S. (2020). Do income taxes affect corporate social
responsibility?. Corporate Social Responsibility and Environmental
Management, 27(2), 1017-1027.

Goerke, L. (2019). Corporate social responsibility and tax
avoidance. Journal of Public Economic Theory, 21(2), 310-331.

Gray, R., Kouhy, R., & Lavers, S. (1995). Corporate social and
environmental reporting: a review of the literature and a longitudinal
study of UK disclosure. Accounting, Auditing & Accountability
Journal, 8(2), 47-77.

Hoi, C. K., Wu, Q., & Zhang, H. (2013). Is corporate social responsibility
(CSR) associated with tax avoidance? Evidence from irresponsible CSR
activities. The Accounting Review, 88(6), 2025-2059.

Hu, Y., Chen, S., Shao, Y., & Gao, S. (2018). CSR and firm value:
Evidence from China. Sustainability, 10(12), 4597.

Inchausti, B.G. (1997). The influence of company characteristics and
accounting regulation on information disclosed by Spanish firms. The
European Accounting Review, 6(1), 45-68.

116
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

Jamali, D. (2008). A stakeholder approach to corporate social
responsibility: A fresh perspective into theory and practice. Journal of
Business Ethics, 82, 213-231.

Jensen, M. & Meckling, W. (1976). Theory of the firm: managerial
behavior, agency costs and ownership structure. Journal of Financial
Economics, 3(2), 305-360.

Jensen, M. C. (1986). Agency costs of free cash flow, corporate finance,
and takeovers. The American Economic Review, 76(2), 323-329.

Jones, S., Lay, B. F., & Baker, M. (2017). The relationship between CSR
and tax avoidance: an international perspective. In Australian Tax
Forum, 32(1), 95-127.

Kim, J., & Im, C. (2017). Study on corporate social responsibility (CSR):
Focus on tax avoidance and financial ratio
analysis. Sustainability, 9(10), 1710.

Laguir, 1., Stagliano, R., & Elbaz, J. (2015). Does corporate social
responsibility affect corporate tax aggressiveness?. Journal of Cleaner
Production, 107, 662-675.

Lanis, R., & Richardson, G. (2012). Corporate social responsibility and tax
aggressiveness: An empirical analysis. Journal of Accounting and
Public Policy, 31(1), 86-108.

Lanis, R., & Richardson, G. (2018). Qutside directors, corporate social
responsibility performance, and corporate tax aggressiveness: An
empirical analysis. Journal of Accounting, Auditing and Finance, 33(2),
228-251.

Li, X., & Yang, H. I. (2016). Mandatory financial reporting and voluntary
disclosure: The effect of mandatory IFRS adoption on management
forecasts. The Accounting Review, 91(3), 933-953.

Liu, X., & Zhang, C. (2017). Corporate governance, social responsibility
information disclosure, and enterprise value in China. Journal of
Cleaner Production, 142, 1075-1084.

117
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

Lopez-Gonzélez, E., Martinez-Ferrero, J., & Garcia-Meca, E. (2019). Does
corporate social responsibility affect tax avoidance: Evidence from
family firms?. Corporate Social Responsibility and Environmental
Management, 26(4), 819-831.

Mollet, J. C., von Arx, U., & Ili¢, D. (2013). Strategic sustainability and
financial performance: exploring abnormal returns. Journal of Business
Economics, 83, 577-604.

Myskova, R., & Hajek, P. (2018). Sustainability and corporate social
responsibility in the text of annual reports—The case of the IT services
industry. Sustainability, 10(11), 41109.

Ogachi, D., & Zoltan, Z. (2020). Corporate social responsibility and firm
value protection. International Journal of Financial Studies, 8(4), 72.

Ortas, E., & Gallego-Alvarez, I. (2020). Bridging the gap between
corporate social responsibility performance and tax aggressiveness: The
moderating role of national culture. Accounting, Auditing &
Accountability Journal, 33, 825-855.

Pagano, M., Roell, A., & Zechner, J. (1999). The geography of equity
listings: Why do European companies list abroad. Journal of Finance,
57(6), 2651-2694.

Porter, M. E., & Kramer, M. R. (2011). How to reinvent capitalism—and
unleash a wave of innovation and growth. Manag Sustain Bus, 323.

Renneboog, L., Ter Horst, J., & Zhang, C. (2008). Socially responsible
investments:  Institutional aspects, performance, and investor
behavior. Journal of Banking & Finance, 32(9), 1723-1742.

Rezaee, Z., & Tuo, L. (2017). Voluntary disclosure of non-financial
information and its association with sustainability
performance. Advances in Accounting, 39, 47-509.

Rizk, R., Dixon, R., & Woodhead, A. (2008). Corporate social and
environmental reporting: a survey of disclosure practices in
Egypt. Social Responsibility Journal, 4(3), 306-323.

118
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

Sahlian, D. N., Popa, A. F., Nicoara, S. A., & Batca-Dumitru, C. G. (2023).
Examining the Causality between Integrated Reporting and Stock
Market Capitalization. The Case of the European Renewable Energy
Equipment and Services Industry. Energies, 16(3), 1398.

Sassen, R., Hinze, A. K., & Hardeck, I. (2016). Impact of ESG factors on
firm risk in Europe. Journal of Business Economics, 86, 867-904.

Seker, Y., & Sengiir, E. D. (2021). The impact of environmental, social and
governance (ESG) performance on financial reporting quality:
International Evidence. Ekonomika, 100(2), 190-212.

Setyahuni, S. W., Purusa, N. A., Prayogi, J., & Mujib, M. (2022). Internal
audit quality, corporate governance, and corporate social responsibility:
Determinants of financial reporting quality. BALANCE: Economic,
Business, Management and Accounting Journal, 19(2), 113-123.

Sheikh, M. F., Bhutta, A. I., Rehman, B., Bazil, M., & Hassan, A. (2022).
Corporate social responsibility and dividend policy: a strategic choice in
family firms. Journal of Family Business Management, 12(2), 296-315.

Sikka, P. (2010). Smoke and mirrors: Corporate social responsibility and
tax avoidance. In Accounting Forum, 34(3-4), 153-168.

Subramaniam, R. K., Samuel, S. D., & Mahenthiran, S. (2016). Liquidity
implications of corporate social responsibility disclosures: Malaysian
evidence. Journal of International Accounting Research, 15(1), 133-
153.

Susanti, N., & Restiana, N. G. (2018). What’s the best factor to
determining firm value. Jurnal Keuangan dan Perbankan, 22(2), 301-
309.

Tseng, T. Y. (2022). Influences of Taiwan's corporate social responsibility
report management policy on the information transparency of its capital
market. Borsa Istanbul Review, 22(3), 487-497.

119
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

Van Marrewijk, M. (2003). Concepts and definitions of CSR and corporate
sustainability: Between agency and communion. Journal of Business
Ethics, 44(2-3), 95-105.

Waheed, A., & Zhang, Q. (2022). Effect of CSR and ethical practices on
sustainable competitive performance: A case of emerging markets from
stakeholder theory perspective. Journal of Business Ethics, 175(4), 837-
855.

Watson, A.; Shrives, P.; Marston, C. (2002). Voluntary disclosure of
accounting ratios in the UK. British Accounting Review, 34(4): 289-313.

Wolf, J. (2014). The relationship between sustainable supply chain
management, stakeholder pressure and corporate sustainability
performance. Journal of Business Ethics, 119, 317-328.

Wong, K. T. K. (2017). A literature review on environmental, social and

governance reporting and it’s impact on financial performance. Austin J.
Bus. Adm. Manag, 1(4), 1-4.

Wong, W. C., Batten, J. A., Mohamed-Arshad, S. B., Nordin, S., & Adzis,
A. A. (2020). Does ESG certification add firm value?. Finance
Research Letters, 101593.

Yoon, B., Lee, J. H., & Cho, J. H. (2021). The effect of ESG performance
on tax avoidance—evidence from Korea. Sustainability, 13(12), 6729.

Yusoff, H., Mohamad, S. S., & Darus, F. (2013). The influence of CSR
disclosure structure on corporate financial performance: Evidence from
stakeholders’ perspectives. Procedia Economics and Finance, 7, 213-
220.

Zeng, T. (2019). Relationship between corporate social responsibility and
tax avoidance: International evidence. Social Responsibility Journal,
15(2), 244-257.

Zhang, F., Qin, X., & Liu, L. (2020). The interaction effect between ESG
and green innovation and its impact on firm value from the perspective
of information disclosure. Sustainability, 12(5), 1866.

120
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



The

Inde

Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

Appendix 1

x of Financial Reporting Quality Disclosure (5 Categories - 59 Binary

Disclosure Items)

Category A: Financial Information (27 Items)

1 | Discussion on accounting policy.
2 | Disclosure of accounting standards uses for its accounts.
3 | Whether the accounts meet local accounting standards.
Annual financial statements according to an internationally recognized accounting standard
4 | JFRS/U.S. GAAP).
5 | Notes to annual financial statements according to IFRS/U.S. GAAP.
Independent auditors report with regard to annual financial statements according to IFRS/U.S.
6 | GAAP.
Unqualified (clean) audit opinion with regard to annual financial statements according to
7 | IFRS/U.S. GAAP.
Disclosure of related party transactions (RPTs): sales to/purchases from, payables to/receivables
8 | from related parties.
9 | Indication that RPTs are made on market or non-market terms.
Interim (quarterly or semiannual) financial statements according to an internationally recognized
10 | accounting standard (IFRS/U.S. GAAP).
11 | Notes to such financial statements.
12 | Whether these financial statements are audited or at least reviewed.
13 | Use of fair value.
14 | Discussion on accounting policies used in accounting for intangible assets.
15 | Financial information on a quarterly basis.
16 | Segment analysis (results broken down by business line).
17 | Revenue structure (detailed breakdown).
18 | Cost structure (high degree of detail).
19 | The name of company’s auditing firm.
20 | A copy of the auditor’s report.
21 | How much the company pays in audit fees to the auditor
22 | Non-audit fees paid to the auditor.
Whether there are consolidated financial statements or whether only the parent or holding
23 | company is audited.
24 | Methods of asset valuation.
25 | Information about the method of calculating fixed-asset depreciation.
26 | A list of affiliates in which the company holds a minority stake.
27 | The ownership structures of affiliates.

Category B: Operational Information (11 I'tems)

Details of the kind of business the company engages in.

Output in physical terms (values of sales for services sector companies)

Characteristics of fixed assets employed.

Efficiency indicators.

7 RS R SR

Any industry-specific ratios.

A discussion of corporate strategy.

~1 (&

Any plans for investment in the coming years.
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8 | Detailed information about investment plans in the coming years.

9 | An output forecast of any kind.

10 | An overview of trends in its industry.

11 | The market share for any or all of the company’s businesses.

Category C: Financial Performance Information (9 Items)

Brief discussion and analysis of a company’s financial position.

Return on equity.

Dividend per share.

Dividend Distribution Policy

N[ (W[ (=

Profitability rate.

Return on assets.

Percentage of cost of sales to sales.

Sales growth rate.

L=RE= RS RE=))

Rate of return on sales.

Category D: Future Information (S Items)

Forecasts of profit.

Forecasts of sales.

Forecasts of cash flow.

A basic earnings forecast of any kind.

| [ (| =

A detailed earnings forecast.

0

ategory E: Stock Value Information (7 Items)

Market capitalizations at half year-end.

Market capitalization trend.

Size of Shareholdings.

Type of shareholders (for example, institutions, and individuals).

N [ (B |

Geographical distributions of shareholders.

Number of shares.

Market value of shares.

~1 |
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Appendix 2

Index of ESG/CSR Disclosure (8 Categories - 99 Binary Disclosure Items)

Category A: Environmental Issues (15 Items)

1 | Energy efficiency, conservation, reduced energy consumption or energy reduction.
2 | Pollution abatement and recycling programs.
3 | Investment in energy projects or environment expenditure.
4 | Obtaining ISO Certificate.
5 | Policy on management of emissions or regulatory risks associated with climate change.
Incidents of and fines or non-monetary sanctions for, non-compliance with applicable
6 | environmental regulations.
7 | Environmental impact of type of transportation used for logistical purposes.
8 | Policy/initiatives taken for management of hazardous waste.
9 | Environmental and energy policy statement.
10 | Repairs/protection to environmental damage.
11 | Environmental preservation / protection/improvement/betterment or awareness.
12 | Pollution prevention or carbon emission control.
13 | Waste management or reuse of byproducts/minimized water consumption.
14 | Implantation of trees to make the country green, green office project.
Using, marketing, or producing renewable energy or green energy/utilizing waste materials or other
15 | sources for energy production.

Category B: Corporate Social Responsibility (13 Items)

Stated commitment to recognize corporate responsibility standards.

CEO statement regarding corporate responsibility/CSR.

Publication of CSR report.

Explicit policy/statement regarding community investment.

7 PSS R

Initiatives on community awareness or education.

Company participation in public-private initiatives for community development.

Description/amount of total contributions/donations to charitable initiatives (health, education etc.).

Information on policy/rules relating to non-financial benefits to employees (including housing etc.).

A=Ri--NES Ni-)

Policy/Rules relating to employee separation and lay off.

Policy on code of conduct for protecting human rights.

Explicit health and safety policy.

Sponsoring public health, sporting and recreational projects.

Sponsoring educational conferences, seminars or art exhibits.

egoly C: General Community Welfare A ctivities (7 Items)

Funding scholarship programmers’ or activities.

Donation to different schools, colleges, and universities for educational facilities.

Sponsoring or organizing different educational activities or events at local and international level.

Sponsoring or donations and provision of healthcare services (facilitating/supporting health sector).

h | (W[ =

Disclosures about corporate objectives or policies for corporate social responsibility.

Rural development programs (less developed/remote areas/underprivileged).

~1 |

Sponsoring and donations fo various sports activities, national and international games and events.
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Category D: Employee Information (17 Items)

Employee relations.

Employee equal opportunities.

Profit-sharing/bonus scheme policy.

1
2
3 | Employee training and career-development programs.
4
5

Employee share ownership.

Health & safety of employees.

Number of employees.

6
7 | Accident in the workplace.
8
9

Average income of employees.

10 | Budget allocated for training, Scholarships and Offering internship program.

11 | Categories of employees by gender.

12 | Categories of employees by function.

13 | Identification of senior management and their functions.

Employee benefits (retirement, medical. stock option schemes, loans. recreational, helping the
14 | employees to improve their education).

15 | Staff-engagement programs or employee satisfaction/job sustainability.

16 | Compensation plan or policy for employees.

17 | Employment of women, special persons, and minorities.

Category E: Corporate Governance Information (12 Items)

Top shareholders” Names.

Names of Board of Directors.

Educational qualifications of Board members.

1
2
3 | Leading positions of members in other companies.
4
5

The practical experience of the members of the Board of Directors.

Number of shares held by directors.

Number of Board meetings.

6
7 | Directors' remuneration.
8
9

A statement of management objectives and strategy.

10 | Procedures taken to achieve the objectives and strategy of the company.

11 | Statement of strategy and marketing objectives.

12 | The impact of the strategy on the performance of the company.

Category F: Shareholder Capital Information (10 Items)

The number of issued and outstanding ordinary shares disclosed.

The number of issued and outstanding other shares disclosed (preferred nonvoting).

The identity of the largest shareholder.

1
2
3 | The par value of each ordinary share disclosed.
4
5

The identity of holders of all large stakes (blocking :> 25%, confrolling :> 50%).

The identity of shareholder holding at least 25% of voting shares in total.

The identity of shareholders holding at least 75% of voting shares in total.

6
7 | The identity of shareholders holding at least 50% of voting shares in total.
8
9

The number and identity of shareholders each holding more than 10%.

10 | Shareholding in the company by individual senior managers.
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Category G: Shareholder Rights Information (9 Items)

1 | The contents of any corporate governance charter or code of business conduct and ethics.
2 | The changes in company’s articles of association.
3 | The existence of voting rights for each voting or nonvoting share.
The transparency of the way by which shareholders convene an extraordinary general meeting and
4 | nominate directors to the board.
5 | The transparency of the procedure for initiating inquires with the board.
6 | The transparency of the procedure for putting forward proposals at shareholders meetings.
7 | A formalized dividend policy.
8 | The existence of a review of the last shareholders meeting.
9 | The existence of a calendar of important shareholders dates.

Category H: Product/Services and Customers Information (16 Items)

1 | Product or service quality, quality-control system, measures, or procedures.
2 | Product development and research.
3 | Discussion of marketing network.
4 | Explanation of major kinds of product/services.
Product or service, equipment and plant or technology innovation, development or improvement
5 | R&D).
6 | Product or production process safety.
7 | Value added statement.
8 | Statement of ethics and business practices or code of ethics/statement of internal confrol.
9 | Disclosing information about customer service or customer relationship.
10 | Customer information and feedback.
11 | Customer compliant.
12 | Information relating fo product life cycle.
13 | Policy/procedures on recall of product.
14 | Policy/procedures for protection of customer confidentiality/privacy.
15 | Annual expenditure incurred on customer awareness inifiatives.
16 | Number of customer satisfaction surveys conducted in a year.
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Appendix 3
Companies’ names of sample size and their industry sectors

Sector

Name of Firm

Contracting & Construction
Engineering

Orascom Construction
Nasr Co for Civil Works
Giza General Contracting
Lift Slab Misr

Industrial Goods, Services and
Automobiles

GB Corp
Elsewedy Electric

Food, Beverages and Tobacco

Cairo Poultry

Delta Sugar

Ismailia Misr Poultry

10. Obour Land for Food Industries

©CooANoSOA~WNE

Energy & Support Services

11. Maridive
12. AMOC

Health Care &
Pharmaceuticals

13. EIPICO

14. Rameda

15. Cleopatra Hospital
16. Ibnsina Pharma

Building Materials

17. Sheeni
18. Misr Cement - Qena
19. Lecico

~

Paper & Packaging

20. Rakta

Textile & Durables

21. Oriental Weavers

22. SPINALEX

23. Arab Cotton Ginning
24. KABO

25. Dice

Shipping & Transportation
Services

26. Alex Cont

27. Egytrans

28. AELOAD

29. Canal Shipping Agencies

10

Basic Resources

30. ASCOM

31. Kima

32. Ataga

33. Egypt Aluminum

34. Abu Qir Fertilizers

35. Ezz Steel

36. Sidi Kerir Petrochemicals - SIDPEC
37. Mopco

2023 (AU aaad)
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https://english.mubasher.info/markets/EGX/indices/COCE
https://english.mubasher.info/markets/EGX/indices/COCE
https://english.mubasher.info/markets/EGX/stocks/ORAS
https://english.mubasher.info/markets/EGX/stocks/NCCW
https://english.mubasher.info/markets/EGX/stocks/GGCC
https://english.mubasher.info/markets/EGX/stocks/EDBM
https://english.mubasher.info/markets/EGX/indices/IGSA
https://english.mubasher.info/markets/EGX/indices/IGSA
https://english.mubasher.info/markets/EGX/stocks/GBCO
https://english.mubasher.info/markets/EGX/stocks/SWDY
https://english.mubasher.info/markets/EGX/indices/FOBT
https://english.mubasher.info/markets/EGX/stocks/POUL
https://english.mubasher.info/markets/EGX/stocks/SUGR
https://english.mubasher.info/markets/EGX/stocks/ISMA
https://english.mubasher.info/markets/EGX/stocks/OLFI
https://english.mubasher.info/markets/EGX/indices/ENGY
https://english.mubasher.info/markets/EGX/stocks/MOIL
https://english.mubasher.info/markets/EGX/stocks/AMOC
https://english.mubasher.info/markets/EGX/indices/HLTH
https://english.mubasher.info/markets/EGX/indices/HLTH
https://english.mubasher.info/markets/EGX/stocks/PHAR
https://english.mubasher.info/markets/EGX/stocks/RMDA
https://english.mubasher.info/markets/EGX/stocks/CLHO
https://english.mubasher.info/markets/EGX/stocks/ISPH
https://english.mubasher.info/markets/EGX/indices/BULM
https://english.mubasher.info/markets/EGX/stocks/PRCL
https://english.mubasher.info/markets/EGX/stocks/MCQE
https://english.mubasher.info/markets/EGX/stocks/LCSW
https://english.mubasher.info/markets/EGX/indices/PAPC
https://english.mubasher.info/markets/EGX/stocks/RAKT
https://english.mubasher.info/markets/EGX/stocks/ORWE
https://english.mubasher.info/markets/EGX/stocks/SPIN
https://english.mubasher.info/markets/EGX/stocks/ACGC
https://english.mubasher.info/markets/EGX/stocks/KABO
https://english.mubasher.info/markets/EGX/stocks/DSCW
https://english.mubasher.info/markets/EGX/indices/SHTS
https://english.mubasher.info/markets/EGX/indices/SHTS
https://english.mubasher.info/markets/EGX/stocks/ALCN
https://english.mubasher.info/markets/EGX/stocks/ETRS
https://english.mubasher.info/markets/EGX/stocks/UASG
https://english.mubasher.info/markets/EGX/stocks/CSAG
https://english.mubasher.info/markets/EGX/indices/BASC
https://english.mubasher.info/markets/EGX/stocks/ASCM
https://english.mubasher.info/markets/EGX/stocks/EGCH
https://english.mubasher.info/markets/EGX/stocks/ATQA
https://english.mubasher.info/markets/EGX/stocks/EGAL
https://english.mubasher.info/markets/EGX/stocks/ABUK
https://english.mubasher.info/markets/EGX/stocks/ESRS
https://english.mubasher.info/markets/EGX/stocks/MFPC

The Quadruple Impact of Integrated ESG Dr. Nevine Sobhy Abdel Megeid

38. Kafr El Zayat Pesticides

11 | Real Estate 39. Palm Hills

40. Egyptians for Housing

41. Emaar Misr

42. Orascom Development Egypt

43. TMG Holding

44. Heliopolis Housing

45. New Ismailia Urban Development
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https://english.mubasher.info/markets/EGX/stocks/KZPC
https://english.mubasher.info/markets/EGX/indices/REAL
https://english.mubasher.info/markets/EGX/stocks/PHDC
https://english.mubasher.info/markets/EGX/stocks/EHDR
https://english.mubasher.info/markets/EGX/stocks/EMFD
https://english.mubasher.info/markets/EGX/stocks/ORHD
https://english.mubasher.info/markets/EGX/stocks/TMGH
https://english.mubasher.info/markets/EGX/stocks/HELI
https://english.mubasher.info/markets/EGX/stocks/IDRE
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AS yal) Adlas 3 jed elld b Ly Jlee ) (8 g 1550 casls ESG/CSR e (o= shll 7lady)
IR (pe il B el <ol ) 8 MATY 5auia il slaa a6 g Ledlal g A8 30 5 ) g (pant
Ayl 30 g Cpead O A gl i (] e sleal) G liial s i axe S
L JAN Jysaill jalan e JIsaY) Guss) e A8l J pan 48] ey s Jean O (S
Opend ) Al 138 sam O (Sars aee BLERY) 5 (il gall 5 Dlaall Cida g Al
aes rlias sle) ja g pmadl Gaudl 3 alS AN Lo iy ¢ Uil Ml AS i el
Sle Wayl oS5 abai@y) Jal gall e 3 il YA (e Jad L ¢ Cpuieal) daliadl) Gl
Jleely Lalall d8ladlly o ghall Flad¥) 3l o Jaally Al s delaia¥) Jal ol
A sall g dumaiaall g Al LD Aalainy) 38

sl 3555 3 ESG/CSR i Apaal e Canill S 53 sdiad) dadbsay 4an
Cua A8 il AL Aalainy) elal g Calaal A8las g dacal s Ay o AY) Aaliad) Claal
Al e Baay Jiais )l sdaia Al cildy sade Cilaglea Basall dle y JEN g
Al 8 ASHall el au gl GlAS g ¢y il A padiall 3yl VA AS i) Al (saliaiy)
3030 s Jalat s ol (e il 3all ESG/CSR ks dlae) (R ¢ Blanadl i 5 3 idl)
aall e gl e s Aalaiall dalain lea & acld o (e Al 5 ¢ JleeY) pajis shalas
AN A Lo gl s A Sl (s S5 Leiman s Leillee (e S i ] OsSas Jashl
Allall Ly U583 g g Lgagousl a9 AS il A (5 gina S g Lyl il ¢

claiy) 2ol d I/ 5 salae Enaais s ea ) i Ll 8 Gl il dpeal GaSig
aal o8 5 AaS sall sl ulaall we iy g AEEN el La s lba) aleay (s LAY
Lelaia¥) s Al Lol e o shll Zladl) o ¥ Cua ¢ Alaindl G ) juladl)
@25 ¢ coand Jlee V) drans 3y a8 () S il Lo Laia ) A sunall / S i) A8 5
ol a5 A8 580 Aad 5305 ) 053 (533 Las ¢ pltiasdl salll e 5 sl 53y 5 ) L
Go 2 ol S A e clagladl (e o bl Flad)) o e gl S5 aga)
O A Al (A ga5 8 Laa ¢ S AL 4GS sall 5 dpndinall 5 3l 3 seall dallad 5 BolS
) Al Al i) 6l

Lelaay) Al ¢ (AaSsally dpainally ¢ 4anll) dalainy) dalidad) clalgl)
iadll ¢ agud) dad ¢ AS AN dad ¢ ALl ) Baga ¢ o shall AladY) ¢ S Al
paa b o pal

128
2023 AGl s Ay ad) clzalad) Aady dzal jal) g dswlaal) Adaa



