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signalling theory. Following a semi-structured interview protocol, main actors were

asked to share their views on the drivers and barriers of sustainability reporting,
sufficiency and suitability of sustainability-related regulation and standards, perceived
benefits of sustainability reporting, level of stakeholder engagement and
transparency. Interviews were then analysed to compare the viewpoints of different
stakeholder groups on various issues. This paper concludes that, like other emerging
and developing economies, the practice of sustainability reporting is largely driven
by the external forces. Foreign buyers, international professional associations and
standard-setting organizations are playing a pivotal role in the emergence and
development of sustainability reporting. Sustainability reporting awards also played
an important role as they provide the normative basis and intangible benefits for
reporting. Despite these external forces driving the emergence and development of
SR in Pakistan, the structural and cultural conditions that exist in the societal context
of Pakistan significantly impact the disclosure practices and organizational rationales
for SR. In particular, weak government structures, lack of awareness and interest in
sustainability matters, lack of regulation, lack of enforcement capabilities, lack of a
political will has been identified as the main barriers of SR. The paper explores the
perceptions of both managerial and non-managerial stakeholders regarding the
current state of sustainability reporting in Pakistan.

Keywords: Drivers and barriers, Sustainability reporting, GRI, CSR, Managerial and
non-managerial perceptions, Emerging and developing economies, Pakistan

Introduction

The socio-economic and political realities of emerging and developing economies are
different from those of the developed economies. According to the IMF (2012), emer-
ging and developing economies are the most rapidly expanding, and hence the most
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lucrative growth markets for business. However, it is in these countries where the social
and environmental crises are usually most acutely felt in the world (Yunis et al. 2018;
Masud et al. 2018a, b; Mahmood et al. 2018; Eweje 2014; Visser 2008). In addition,
these are the countries where globalization, economic growth, investment, and
business activity are likely to have the most dramatic social and environmental im-
pacts (Sanchez-Triana et al. 2014). Understandably, developing countries present a
distinctive set of sustainability challenges which are collectively quite different to
those faced in the developed world (Husted and de Sousa-Filho 2018; Belal et al.
2015; Crane et al. 2008). Since sustainability reporting has the potential to in-
crease transparency and accountability of an organization towards sustainability, it
is important to increase our understanding of why and how sustainability account-
ing and reporting is, or is not, evolving in emerging and developing economies
(Belal et al. 2013; Correa and Larrinaga 2015).

Business organizations working in emerging and developing economies are likely to
have a crucial role, both positive and negative, in sustainable development which ampli-
fies the need for and importance of research within this context (Correa and Larrinaga
2015, p. 14). Also, there is more need for, and importance of, organizational transpar-
ency and accountability because of the vulnerability and exploitability that prevails in
emerging and developing economies (Belal et al. 2013, 2015). Because of this, and since
sustainability reporting is profoundly under-researched in developing countries, there is
a tremendous opportunity for improving our knowledge and understanding and to con-
tribute to the literature.

Accounting technologies (including reporting standards and guidelines) in developing
countries are very often exported from the Western developed countries with pre-sup-
positional baggage that ignores the differences in the local context. Therefore, there is a
need for research that highlights these differences in the context, as otherwise imported
technologies may not contribute to sustainable development in developing countries
(Belal and Owen 2007). Despite this, current research attention has largely been di-
rected at approaches to sustainability reporting in developed rather than developing na-
tions (Belal and Cooper 2011; Masud et al. 2018a, b; Bae et al. 2018).

Majority of the research in both developed and developing countries has tended to
study sustainability reporting from a distance (Adams and Larrinaga-Gonzalez 2007).
They fail to involve the actors that are directly or indirectly involved in the preparation
of sustainability reports and the advancement of the field. The focus of previous re-
search was on the analysis of external factors (such as stakeholder pressure, media
coverage, critical events, country context) and was inclined to use quantitative method-
ologies (e.g. content analysis). In recent years researchers have highlighted the limited
explanatory potential of such studies and calls for qualitative studies that should engage
with actors and should study perception about important issues as well as internal pro-
cesses of reporting (Belal and Owen 2015; Belal et al. 2015).

Considering the paucity of research in emerging and developing economies and lack
of qualitative studies, this paper aims to conduct a broader field study of the main ac-
tors’ views on different aspects of CSR in Pakistan. More specifically, this study con-
ducts semi-structured interviews with 20 main actors including managers of reporting
firms, regulators, consultants, NGOs, academics, professional accounting bodies and
enablers of corporate sustainability reporting. The study addresses the question of
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managerial and stakeholders’ perceptions about sustainability reporting practices,
framework and guidelines in Pakistan. The study attempts to capture various drivers
that are responsible for the uptake of SR initiatives in an emerging economy like;
Pakistan.

Theoretical development

Prior studies have extensively used a different theoretical framework in the CSR dis-
closure. Based on the prior studies we developed a mixed theoretical framework in the
study. The study deployed different socio-economic and socio-political theoretical dis-
cussion of CSR in the Pakistan context.

Institutional theory

Organisations exist in the institutional environment that deals with how social expecta-
tions are incorporated into the decisions making environment. The institutional theory
defines different internal and external forces of the society and organisation along with
rules and regulations which have been used for legitimacy seeking (Meyer and Rowan
1977; Comyns 2016). Institutional environment is incorporated with different organisa-
tional elements through the process of isomorphism. Institutional isomorphism is the
combination of coercive, mimetic and normative pressure that ensures organisational
commitment and strategy for societal expectations and organisations’ growth (DiMag-
gio and Powell 1983). Different isomorphic formal and informal forces (e.g.; govern-
ment, NGO, market competitions, standard and guidelines) obliged organisation to
reduce legitimacy gap between society and stakeholder. CSR reporting is one kind of
voluntary reporting that is the result of normative isomorphism. Therefore, the institu-
tional environment considers inclusive actions in society to reduce information asym-
metry. Prior literature vividly explored the influence of institutional pressures on CSR
and sustainability. For example, Belal et al. 2017 explore the role of global regulative
firms (big 4 audit firms) in driving SR in Bangladesh.

Stakeholder theory

Stakeholder theory defines the relationship of different stakeholders (e.g.; shareholders,
customers, suppliers, creditors, civil society, media, and government) with the organisa-
tion (Freeman 1984). Different stakeholders are considered the most powerful re-
sources of the organisation as they influence the decision process. Sustainability
reporting is a strategic approach of the organisation that denotes stakeholder’s partici-
pation and reduces information asymmetry. Moreover, it is considered that the
organization taking into account stakeholder’s requirement to perform better perform-
ance than those that do not. Therefore, CSR disclosure is the result of stakeholder’s
pressure (Gray et al. 2009; Comyns 2016; Masud et al. 2017). Freeman et al. 2010 define
the stakeholder theory as fundamentally a theory about how business works at its best,
and how it could work. It is descriptive, prescriptive and instrumental at the same time
it is managerial. It is about value creation and trade and how to manage the business
effectively (p. 9). Stakeholder’s pressure motivates firms for better investment and pol-
icies on environmental performance (de Villiers et al. 2011). Moreover, it is considered
that environmental reporting is the medium between society and stakeholder for the
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ecological responsibility of the firms. Baral and Pokharel 2017; Perrault and Clark 2016
and Masud et al. 2018a, b stated that CSR reporting enhance firms accountability,
transparency, and reputations to the stakeholders. Additionally, the prior study points
that stakeholder engagement, awareness and perception improve SR accountability of
the organization (Momin 2013; Belal et al. 2015).

Legitimacy theory

Legitimacy theory defines the social construct between society and organisation. Doing
business in the society firms have to follow the social norms, values and rules, other-
wise faces legitimacy threat. Legitimacy also defines the organisational resources which
increase societal support (Dowling and Pfeffer 1975) and managerial capability over the
legitimation process (Suchman 1995). Suchman defines legitimacy as “a generalized
perception or assumption that the actions of an entity are desirable, proper, or appro-
priate within the same socially constructed system of norms, values, beliefs and defini-
tions” (1995, p. 574). CSR disclosure considers a strategic tool of the firms to minimize
the legitimacy gap within the society and stakeholders. Moreover, CSR disclosure is the
response of the stakeholders’ concern over controversial environmental and social is-
sues. For example, firms disclose not only positive but also negative incidents in the
disclosure pattern that increase trust and reduce legitimacy threat over controversial is-
sues. Patten 2014 classified economic and social legitimacy whereas, Richardson 1985
and Ashforth and Gibbs 1990 discussed symbolic and substantive legitimacy as a tech-
nique to reduces legitimacy threats. Belal et al. 2017 stated that firms used later two
types of legitimacy techniques as a combination to demonstrate conformity with social
values and norms. Therefore, CSR disclosure removes social and political pressures and
assures stakeholders for quick actions. Javeed and Lefen 2019 and Yunis et al. 2018 ex-
erts that MNC executives use SR to gain short term social legitimacy in Pakistan rather

than long-term strategic view.

Political cost theory

Political cost theory defines different socio-political factors that influence the organisa-
tion regarding decision making. Watts and Zimmermann define political cost as “the
political sector has the power to effect wealth transfers between various groups. Certain
groups of voters have an incentive to lobby for the nationalization, expropriation, break-
up or regulation of an industry or corporation. ... ... By avoiding the attention that
“high” profits draw because of the public’s association of high reported profits and mon-
opoly rents, management can reduce the likelihood of adverse political actions and,
thereby, reduce its expected costs” (1978, p. 115). Business management must consider
political factors regarding social and environmental policy and investment. Especially,
in the weak economy, political intervention is highly evidenced because of political and
family controlling nature of business (Shirodkar et al. 2016; Uddin et al. 2016; Muttakin
et al. 2018). Moreover, in the developed economy political control is for the sake of the
economy as well as stakeholders’ interests. Therefore, business organisations have to
concern on different socio-political factors that raise cost and controversy. CSR disclos-
ure considers an imperative technique to reduce political cost and legitimacy. More-
over, CSR disclosure posits significant information regarding social and environmental
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initiatives that reduce political pressure. Moreover, the most recent study of Masud et
al. 20184, b states, South Asian firms (Bangladesh, India and Pakistan) are highly moti-
vated to disclose CSR disclosure because of minimizing political pressures. It is also ar-
gued by Muttakin et al. 2018 that political management eschews stakeholder pressure
that discourages CSR disclosure.

Signalling theory

Signalling theory entails to the information asymmetry between organisation and mar-
ket forces (Connelly et al. 2011; Bae et al. 2018; Taj 2016). The theory focuses on how
an organisation deals with different signals. Information asymmetry causes potential
conflicts between management and agents that increase reputational problems in the
market. CSR disclosure reduces the potential conflicts and coveys positive signals to
the markets. For example, the firm’s investment and policy decision regarding social
and environmental areas send a positive and effective signal in the market that in-
creases firm value and stock price. Signalling theory also explains management
intention and willingness on CSR initiatives (Bae et al. 2018). In the signalling theory
feedback from market, components are very crucial because positive feedback signals
reduce information asymmetry gap and enhance management confidence. On the other
hand, a negative signal provides necessary corrective actions against strategic planning.
Connelly et al. 2011 and Taj 2016 narrate that higher quality firms convey honest sig-
nals than lower quality firms. The most recent study of Bae et al. 2018 finds South
Asian business management (Bangladesh, India and Pakistan) uses sustainability dis-
closure to reduce information asymmetry and send/receive an honest signal.

Literature review

Sustainability reporting (hereafter SR) is still in its infancy and the level of environmen-
tal and social disclosures are inadequate, and of a poor standard in developing coun-
tries (Belal and Cooper 2011). Despite the low level of reporting in emerging and
developing countries, the growth rate is stronger than developed countries as con-
firmed by a survey commissioned by the GRI, which revealed that the number of re-
ports has quadrupled since 2005 (Guardian 2011). Likewise, the KPMG (2013) survey
revealed an exceptional growth in the practice of SR in the emerging and developing
economies. The survey records a dramatic increase in SR rates, especially in the Asia
Pacific where almost three quarters (71%) of companies now publish sustainability re-
ports. Moreover, the recent studies of South Asian region; Masud et al. 2018a, b, 2017;
Bae et al. 2018; Hossain et al. 2017 (Bangladesh), Mahmood et al. 2018; Ehsan et al.
2018; Yunis et al. 2018; Lone et al. 2016; Ali et al. 2017; Malik and Kanwal 2016
(Pakistan), Shamil et al. 2014; Dissanayake et al. 2016 (Sri Lanka), and Goel 2018; Patel
and Rayner 2012; Ezhilarasi and Kabra (2017); Yadava and Sinha 2016 (India) explores
the increasing nature of CSR disclosures in the region.

Despite the tremendous growth, research on SR focused mainly on developed coun-
tries with very little research available in developing countries (Amran and Haniffa
2011; Belal and Owen 2007; Islam and Deegan 2008; Sawani et al. 2010; Matten and
Moon 2008). Much of the earlier and the current research are descriptive in nature and
follow or replicate similar research in developed countries on sustainability practices.
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They are mainly based on secondary data and use quantitative content analysis to find
out the extent of reporting and its determinants (e.g. Abayo et al. 1993; Belal 2000,
2001; De Villiers and Van Staden 2006; Imam 2000; Belal et al. 2015). There are two
common findings of this kind of research: first, companies operating in developing
countries provide limited disclosure of social and environmental performance and sec-
ond, there are inconclusive and inconsistent results about determinants which range
from company size, performance, industrial affiliation, culture, ownership structure,
and board composition (Belal and Momin 2009; Islam 2010).

In recent years, researchers have moved away from a quantitative approach and ex-
plored the perception of corporate managers and stakeholders through interview-based
studies. Empirical studies in developing countries highlight the importance of studying
societal (socio-economic, political and cultural) context as part of the institutional en-
vironment that significantly impact the disclosure practices and organisational ratio-
nales in developing countries. These contexts represent various structural and cultural
conditions prevailing in a particular society. As argued by Islam and Deegan (2008),
explaining this context can unbox various social and environmental expectations and
pressures being exerted on an organisation and help in understanding their motiva-
tions. Various conditions that have been identified in the literature include: dependence
on foreign aid, high level of poverty, corruption, inequalities, social exploitation, owner-
ship concentration, strong ties between business interest groups and political parties,
lack of awareness and interest in sustainability matters, lack of education, low media
pressure, lack of civil society activism, lack of regulation, weak government structures,
lack of political will, and lack of enforcement capabilities (Ahmad 2010; Belal 2008;
Belal and Cooper 2011; Mahadeo et al. 2011; Momin and Parker 2013). These condi-
tions provide opportunities and constraints for the practice of SR in these countries. In
their study, Belal and Cooper (2011); Hoque et al. 2016 and Belal et al. 2017 associated
lack of legal requirements, lack of awareness, lack of resources, lack of performance
and the associated fear of bad publicity as necessary explanations for the absence of so-
cial reporting in Bangladesh. The recent study of Uddin et al. 2016 and Muttakin et al.
2018 argues political connectedness of corporate management reduces CSR disclosure
pressure from stakeholders in Bangladesh.

The recent study of mixed research (qualitative and quantitative) on CSR in the de-
veloping countries Nurunnabi 2016 and Hossain et al. 2017 (Bangladesh); Mahmood et
al. 2018 and Ehsan et al. 2018 (Pakistan) states that CSR disclosure is comparatively in-
creasing in the region and it has a significant relationship with corporate governance el-
ements. Further, Hossain et al. 2017 find reactive pressure from powerful stakeholders
and proactive motivation are behind CSR disclosure in Bangladesh. Hoque et al. 2018
posit that still business management of Bangladesh are less concerned with CSR busi-
ness goals and believe CSR performance like a cosmetic and face-saving marketing
strategy. Shirodkar et al. 2016 evidence that MNC in India compromising CSR because
of reducing political cost and pressure. Furthermore, Goel 2018 provides evidence of
the benefits of reform corporate governance rules of the Indian and the mandatory
CSR disclosure provision that leads to increased financial performance also. In addition,
Dissanayake et al. 2016 and Shamil et al. 2014 find Sri Lankan companies CSR disclos-
ure is comparatively scattered and insufficient because of policy level acknowledge-
ment. Bissoon 2018 finds Mauritius MNC hotel groups mostly disclose positive news
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rather than negative. Husted et al. 2018 argue that in Latin America CSR disclosure is
lacking but current institutional and socio-economic factors constantly influence cor-
porate governance to disclose more and more information. Moreover, Hu and Loh
2018 investigate the CSR disclosure of Singapore and posit sound regulation playing
the major role of higher disclosure. It is also evident that CSR disclosures reduce infor-
mation asymmetry and send a faithful signal to the stakeholders and market regarding
organization sustainable initiatives (Bae et al. 2018).

Momin and Parker (2013) also associate lack of reporting with the complex cultural
business and regulatory environment in Bangladesh that discourages corporate self-
praise, fails to require and enforce reporting and promotes a climate of secrecy in busi-
ness dealings and accountability. Very few studies confirm (e.g. Mahadeo et al. 2011)
some influence of local cultural conditions as an enabler of SR which is mainly driven
by outside forces (Belal and Owen 2007; Islam and Deegan 2008; Momin and Parker
2013; Belal et al. 2015). Islam and Deegan (2008) observe that the pressures being
placed on the Bangladeshi clothing industry by powerful stakeholder groups (multi-
national buying companies) were reflected in the disclosure practices of the industry. In
the presence of these external pressures, the main motivation was found to be eco-
nomic rather than concerns for social responsibility from the ethical perspective.
Naeem and Welford 2009 said both Bangladeshi and Pakistani government and civil so-
ciety are unable to mandate a robust CSR strategy to business management.

Some important insights are provided by researchers that have explored the percep-
tion of non-managerial stakeholders. Different studies of Belal and Roberts 2010; Nur-
unnabi 2016; Hossain et al. 2017; Belal et al. 2015; Masud et al. 2017, 2018a, b; Majeed
et al. 2015; Mahmood et al. 2018; Malik and Kanwal 2016; Goel 2018; Hu and Loh
2018, Masud and Hossain 2012, confirms that stakeholders favoured mandatory report-
ing and consider SR as an important mechanism to discharge accountability in a demo-
cratic and transparent manner. Stakeholders view the current practice as having failed
to meet expectations. They were found to be sceptical about corporation motivations
and perceived profit motive and economic reasons as the main driver. The fact that the
majority of the companies in export business make such disclosures, and that they are
not involved in stakeholder engagement, makes these motives apparent. However, Belal
and Roberts (2010) argue that mandatory reporting may result in unintended conse-
quences without enhancing and investing in enforcement capabilities of regulatory
agencies. These views are confirmed by Momin (2013) in a similar study of the percep-
tion of non-managerial stakeholders. In his study, NGO executives considered SR prac-
tice as ad-hoc and a public relation exercise. Although they perceive SR as a process of
corporate accountability and showed interest in lobbying other pressure groups and en-
couraging regulation, NGO executives assign lesser significance to disclosures (which
they perceive as corporate commercials) and are more concerned with substantive ac-
tions and the finding is consistent with Goel 2018. However, Ehsan et al. 2018 docu-
mented in the mixed method study that general CSR order 2009 and voluntary CSR
regulation 2013 have a significant impact on the Pakistani firms SR performance.

Research methodology
According to O’'Dwyer et al. 2005 the use of qualitative methods is more appropriate
for capturing the stakeholders’ perceptions as well as the context in which they are
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held. Taking the interpretive approach, we explored the multiple realities of various
stakeholders regarding different aspects of sustainability reporting practice in Pakistan.
We interviewed 20 individuals from Pakistan who were identified as main actors dir-
ectly or indirectly involved in the SR practice (see Table 1). Respondents were selected
on the criterion of availability, industry best practices, and prior professional
experiences.

In the frame of the research criteria, the interview was conducted between 2013 and
2017 following several rounds. The first round of interviews took place in 2013
followed by the second round of interviews in 2015. During the second round of inter-
view, we have rearranged the participants based on the result of the first round of inter-
view (e.g. firm selection). In order to clarify a few points during the writing process of
the paper, the third round of interview with selected interviewees of earlier rounds was
conducted in the year 2017. It is also mentionable that interview based research spe-
cially in the developing country is a difficult task because of lack of transparency and
culture of hiding information (Belal et al. 2015; Momin 2013; Yunis et al. 2018.). A brief
profile of the interviews showing the status of interviewees and nature of their organ-
isation and location is given in Table 1. The key informants, in this case, were the most
senior person in the organisations who appeared to be knowledgeable about various is-
sues related to SR in general as well as specific to their organisation.

The duration of the interviews ranged from 30 min to 2 h. All interviews started with
a brief introduction of the research project and an outline of the objectives of the

Table 1 List of Research Participants

No. Interviewee Designation Nature of Organization Location

1 Commissioner Regulatory Body Islamabad
2 Director Enforcement Regulatory Body Islamabad
3 CEO Stock Exchange Karachi

4 Country Head Foreign Professional Accounting Body Lahore

5  President National Professional Accounting Body Lahore

6  Partner Management Consultancy Islamabad
7 Director Consultancy Firm on CSR and Islamabad

Sustainability

8  Professor Private Sector University Karachi

9  Project Manager Local Environmental NGO. Islamabad
10 Country Head Foreign Environmental NGO Lahore

11 Research Associate Policy Institute on Sustainable Islamabad

Development

12 CEO Institute on Corporate Governance Karachi
13 Founder First Enabler of CSR in Pakistan Lahore

14 Manager HR and CSR National Petroleum Company Rawalpindi
15 Head of Corporate Communication Multinational Engineering Company Karachi
16 Manager, Corporate Communication and Public Multinational Chemicals Company Karachi

Affairs

17  Head of Corporate Communication National Cement Company Karachi
18  Executive Corporate Communication and CSR National Fertilizers Company Lahore

19 Managing Director State Owned Oil and Gas Company Islamabad

20 Executive Finance Multinational Tobacco Company Islamabad

Page 8 of 31
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interview. With the permission of the interviewees, a tape recorder was used to record
each interview. All recorded interviews were transcribed. It was agreed that neither the
interviewees nor their respective organizations would be identified when quoting them.
Following a semi-structured interview protocol, interview questions encouraged open-
ended responses that allowed interviewees to respond from their own perspective. In-
terviews were conducted with managerial and non-managerial actors regarding their
views on the following issues.

Drivers and Barriers of Sustainability Reporting.
Sufficiency of Current Regulation and Enforcement
Need and Relevance of Guidelines and Standards
Perceived Benefits of Sustainability Reporting

Level of Stakeholder’s Engagement

S o e

Level of Transparency and Accountability

The above procedure generated over 100 pages of data. A summary of each interview
was prepared and analysed. These summaries helped to identify the contrasting per-
spectives of different stakeholder groups, the most commonly occurring themes and
differing viewpoints and allowed us to situate the responses within prior research on

SR in a developing country context.

Corporate sustainability reporting in Pakistan

Corporate sustainability reporting currently falls under the ambit of voluntary reporting
in Pakistan. Currently, there is no specific regulation that governs corporate sustainabil-
ity and its reporting in Pakistan. However, there is a wide variety of laws, regulations
and policies that in one way or the other emphasizes the requirements for corporate
sustainability initiatives (social and environmental) including reporting of such initia-
tives (Balkhi 2010). The most salient among them is the Pakistan Environmental Pro-
tection (1997), the SECP General Order for Corporate Social Responsibility (2009), the
Code of Corporate Governance (2012) and the Corporate Social Responsibility (CSR)
Voluntary Guidelines (2013). In addition, there are several guiding principles and
frameworks in the form of multi-stakeholder initiatives that facilitate corporate sustain-
ability and reporting in Pakistan. Most salient among them include, Pakistan Compli-
ance Initiative (PCI), Responsible Business Initiative (RBI), Global Reporting Initiative
(GRI), United Nations Global Compact (UNGC) and The International Federation of
Accountants (IFAC) Sustainability Framework.

Corporate Sustainability Reporting is still in infancy in Pakistan (Malik and Kanwal
2016; Mahmood et al. 2018). The practice of SR is emerging as the next level reporting
for those companies which have some reporting background on social responsibility
and environment. Very few listed companies are reporting on sustainability-related
matters either in their annual reports or in the form of stand-alone sustainability re-
ports. According to a survey of Deloitte (2012) only 19 companies listed on the KSE
100 index were either issuing standalone sustainability reports or presenting certain in-
formation on sustainability as part of other information within their annual report.
Similarly, the number of entries submitted for ACCA-WWF Pakistan Environmental
Reporting Awards (PERA) confirms that currently, around 20 companies submit their
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information for best sustainability reporting awards. When the study considered against
the backdrop of the total number of registered companies (around 15000) and espe-
cially the total number of listed companies (around 590) this is a very small number
and there is a need to investigate the views of main actors involved in SR on the
current state of affairs so that some recommendations can be made for further im-
provement. Recent studies on CSR disclosure focus on listed firms performance; Nazir
2010 investigates CSR disclosure of fertilizer industry; Nazish 2014 explores regulatory
importance of CSR disclosure; Malik and Kanwal 2016 study on listed pharmaceutical
firms CSR disclosure and financial performance; Lone et al. 2016 finds increasing na-
ture of CSR disclosure since 2013 because of CSR voluntary guidelines; Naeem and
Welford 2009 compares the CSR disclosure performance between Bangladesh and
Pakistan; Sharif and Rashid 2014 make a study of CSR disclosure on commercial banks;
Fayyaz et al. 2015 investigates donor funded CSR initiatives; Mahmood et al. 2018 con-
ducts an interview and content based study of CSR on corporate governance; Ehsan et
al. 2018 investigates a multi-method approach of CSR disclosure on listed firms while
Yunis et al. 2018 documents CSR performance of MNC. Moreover, Igbal et al. 2018
found the mediating role of CSR in the authentic leadership of Pakistani banking sec-
tor. This discussion confirms that CSR disclosure is significantly growing in Pakistan.
Additionally, the latest study of Khan et al. 2019 documented that board diversity vari-
ables like; gender, nation, tenure and educational qualification has a significant influ-
ence on CSR disclosure of Pakistani firms.

Many different actors are directly or indirectly involved in sustainability reporting.
There are several national and international organisations that are playing their role in
the emergence and development of sustainability practices in Pakistan. These social ac-
tors are performing different roles (e.g. Policymakers, regulators, enablers, pressure
groups, advocacy, consultants and reporters). These social actors take each other into
account for the development of practice and collective rationality of SR, through the
processes of communication, contestation and coordination. In this context, one of the
main actors is in the reporting firm itself. In addition to reporting firms, other actors of
interest are NGOs, academics, regulatory bodies, business associations, stock ex-
changes, professional accounting bodies, professional services firms and consultants.
The remainder of this section reports the empirical findings from the interviews that
explored the social actors’ views on the current state of sustainability reporting. In par-
ticular, we describe the drivers and barriers of sustainability disclosures provided by our
interviewees. Also, the main actors’ view about sustainability related regulation and
standards, perceived benefits, level of stakeholder engagement and transparency are

provided below.

Findings and discussion

Sustainability awareness

According to most of the interviewees, there is very little awareness of the concept of
social responsibility and sustainability among businesses as well as their stakeholders.
This has been viewed as a major constraint for the emergence of SR in Pakistan. One
of the interviewees, who was working on policy and advocacy for sustainability, draws
attention towards the lack of awareness among consumers:
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“In our country, if you keep a product one rupee less in price, then The arguments are driven from the
people will buy it and will not notice whether this is a green product.  stakeholder perspectives.
There isn't awareness in our consumers. Even if you talk to the

educated class, you will not hear anybody saying that | have bought

this product because it is a green product or because this product is

from the factory which is CSR compliant. What you will hear is that

they have bought the product because it is an international brand. So,

there are two extremes. One of them will say that we're saving money

and the other will say that it's a better brand obviously. Both extremes

don't bother whether this green product or not?” (Research Associate,

Policy Institute in Sustainable Development).

The above interviewee also draws attention towards limited awareness of the concept
among business professionals. Given the fact that the phenomenon is comparatively
new to the business community, many of the businessman and managers are not
familiar with its processes and requirements. This argument is also consistent with
other similar countries like Bangladesh, India, and Sri Lanka (Imam 2000, Belal et al.
2015, 2017, Momin 2013 (Bangladesh); Gatti et al. 2018; Goel 2018 (India); Shamil et
al. 2014; Dissanayake et al. 2016 (Sri Lanka) while they reported that sustainability
concept is very vague, scatter and in the formal stages.

“When you talk to the general managers of those companies The statement posits the theoretical lens of
who have ISO certifications for environmental responsibility  stakeholders and institutional perspectives.
and quality, you will realize that they have no idea about

what the certification/standard is actually for. When asked

about any particular certification (like quality standards) they

will tell you some different standards number from their own

side and about the paperwork: it was hilarious at times

because in most cases that was not the standard to which

they were complying. So, that's what | found that too much

is missing in our ... education in business is very less, there

are very few who are aware of it and there are very few who

are working on it." (Research Associate, Policy Institute in

Sustainable Development).

Another interviewee, while agreeing with the lack of awareness among business
professionals, attributes this to the lack of education and research culture in

universities.

“Our universities and business schools do not teach CSR as a subject and there is no
research being done in this area” (Professor, Private Sector University).

Lack of professionalism is also prevalent in business associations where businessmen
with little awareness of the issues become elected members of the committee that is

responsible for various tasks related to sustainability issues.

"Business associations (e.g. CCI"), while collectively having The statements show the lack of institutional
substantial resources, are paying less attention to social and normative pressures in the sustainability areas.
environmental issues. They usually have a committee (e.g.

Environmental Committee) to consider environmental

issues and to convince their members (businesses) to take

appropriate action. But in practice, all members of that

committee including [the] chair are businessmen elected by

others ... . Ideally, they should get it professionalised by

'Chamber of Commerce and Industry



Mahmood et al. Asian Journal of Sustainability and Social Responsibility (2019) 4:8 Page 12 of 31

Findings and discussion (Continued)

hiring four to five professional people and allocate [a]
substantial budget for its activities. But that is not the case
..." (Country Head, Foreign Environmental NGO)

However, in recent years there has been an increasing trend towards creating
awareness of these issues at various levels (Nazish 2014; Malik and Kanwal 2016; Sharif
and Rashid 2014; Mahmood et al. 2018; Ehsan et al. 2018; Yunis et al. 2018). The
recent CSR regulation and gender diversity strongly influence the Pakistani firm’s
sustainability reporting practices. It is also evident that institutional coercive and
mimetic pressures exert firms to be more socially responsible. In 2012, SECP came up
with CSR voluntary guidelines after a series of roundtables with various stakeholders.
These guidelines set an important milestone in creating a vibe among the business
community and directing their attention towards the concept of CSR. According to the
senior official of SECP:

“... when we first put up a draft for stakeholder The statement guides the necessity for sustainability
comments, the immediate response from the market regulation in the line of the institutional
was that they inquire what these guidelines are for and environment.
are you going to make these guidelines mandatory?..

You see a kind of vibe is being created that there is
something which is going on and which is known as
CSR and how it can impact their operations. What we
are expecting from these guidelines is that vibe, and
that structure is created to tell companies that if you
choose to take up and want to do CSR activities, then
do it according to certain parameters.” (Director of
Enforcement, Regulatory Bodly)

After issuing those guidelines, SECP is now working with different organisations (for
example PICG and RBI) for creating awareness in the form of stakeholder sessions
among the business community about the benefits of being involved in responsible
business. According to the stakeholder theory, sustainability disclosure create
accountability and transparency of the organisation that ultimately empower
stakeholder’s engagement and reduces agency cost. On the other hand, institutional
theory broadly explain the importance of voluntary or mandatory regulation and
standard that is the way of organisational isomorphism. Our argument is consistent
with the lines of stakeholder and institutional point of view as well as the findings of
Hossain et al. 2017; Mahmood et al. 2018; Masud et al. 2018a, b. Moreover, the most
recent study of Khan et al. 2019 and Mahmood et al. 2018 found that board diversity
(women board member, age, nationality, tenure) and the CSR committee has a
significant impact in the sustainability disclosure of Pakistan.

Sustainability interest

While awareness is an issue, there is also a lack of interest in the concept of
sustainability at different levels which is reflected by the number of interviewees,
especially from the community organizations and the accountancy profession.
According to one of the interviewees:

T these concepts are not on the political agenda, as  The statement considers the association of
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mainstream political parties are captured by elites (mainly  political cost theory with sustainability disclosure.
big businessmen and feudal lords) which are at the worst
corrupt and at best see no direct benefits of being socially
responsible ... .... [The] spirit of social and environmental
responsibility was totally absent from the manifesto of
mainstream political parties in the recent general elections.
| found their manifesto very vague regarding the
responsibility and accountability of the business towards
society and [the] environment.....There is no public demand
for these concepts and that could be the reason why
political parties ignore them, as talking about these
concepts will not give them any popularity since the
general public is not aware of these issues.” (Research
Associate, Policy Institute in Sustainable Development)

Another interviewee, while agreeing with the lack of interest at the political level,
explains that the same thing can be observed at the socio-cultural level. At this level, it
can be explained in terms of an overall short-termism approach prevalent in Pakistani
society. While sustainability is necessarily a long-term concept, most of the people in
Pakistan believe in a short-run approach. This short-run approach can be associated
with the way people have grown up and also with the economic and political instability

and the associated uncertainty.

“The dilemma of our nation is that we are running our The statement draws the attention of stakeholder
affairs on a day-to-day basis. We never think and talk about  and legitimacy theoretical perspectives.
sustainability. Sustainability is long run but we're a short

run. We see today's profit; we don't notice tomorrow’s

survival ... ... I think it's also because of instability and

uncertainty that [the] state provides. We don't know what is

going to happen tomorrow. So, whatever you can catch ...

is yours .... you don't know whether it [there] is going to

be a tomorrow to catch anything.” (President, National

Professional Accounting Bodly)

Because of these reasons, concepts like social responsibility and sustainability are not
high on the business agenda. Therefore, these concepts are still in their infancy and
very few companies are giving attention to these concepts. Even those who are
practicing things like social responsibility and sustainability might have some other
reasons for doing so and hence, are driven by other factors. In the corrupt economy,
political cost is huge also it is open secret as there is a lack of institutional transparency
and accountability. Furthermore, unawareness of stakeholder creates legitimacy gap
between society and organisation. Moreover, tax and legal exemptions substantially
legitimate political cost (Watts and Zimmermann 1978; Masud et al. 2018a, b). Prior
study of Watts and Zimmermann 1978 stated that political cost mostly depends on the
size of the organization. These findings of corresponds with the arguments of political
cost as well as legitimacy theory (Shirodkar et al. 2016; Uddin et al. 2016; Muttakin et
al. 2018). It seems in Pakistani business management considers SR as a short period
philanthropic tools rather than a long period strategic tool. Furthermore, Yunis et al.
2018 found Pakistani MNC focuses on discretionary CSR rather than economical and
legal that is consistent with our political cost and social legitimacy argument (see also
Muttakin et al. 2018).
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Incentives and awards

There is a consensus among many interviewees that incentivising companies, by
recognising their efforts towards reporting on sustainability, in the form of reporting
awards is one of the main drivers for the emergence and development of SR in
Pakistan. This is similar to the findings of a number of other studies in emerging and
developing economies (Amran and Haniffa 2011). According to the corporate manager
of a multinational company reporting on sustainability, these awards play an important

«

role as they “... specify the criteria for good reporting and provide you with the
necessary incentive for reporting.” (Head of Corporate Communication, Multinational
Engineering Company).

However, some interviewees highlighted that one should be cautious when looking at
the influence of these awards on the practice of SR. While increasing the incidence of
reporting, these awards were having a negative influence on increasing the
transparency and improving the sustainability performance of the organisation which is
the real purpose of such reporting. Companies started reporting just to be nominated

and win these awards. According to an interviewee:

“.... people want that [the] report should be flowery so that ~ The argument posits with the legitimacy and
they can win awards .... [A] few companies make report [s] signalling theoretical understanding.
just for getting awards ... Interestingly many times it happens
that when corporate managers approach us to help in
reporting and when | explain the process, that spans around 6
months for deciding on [a] number of indicators, gathering of
information and internal verification, so that we can ensure
that we are realistic and that something wrong is not
mentioned, they say no no we have to publish it earlier so
that we can be nominated in awards.” (Founder, First Enabler of
CSR in Pakistan)

The same interviewee pointed out that this desire for getting awards has created a
market for award ceremonies and the current situation is that there are several award
companies operating in Pakistan which are distributing awards without any criteria for

best reporting.

...... there were some event management companies The argument posits with the legitimacy and
which started awarding companies for best practices in CSR signalling theoretical understanding.

and [the] environment. But these companies were doing it

without any criteria. What they do is that they advertise such

awards in which they ask other companies to nominate

themselves and for that nomination, they were charging 40—

50 thousand rupees. So, if 40 companies nominate themselves,

they arranged a function in which they present awards to all

those nominated companies with [the] best CSR and

environment awards.”

At the cultural level, this desire for getting awards can be attached to the culture of a
show-off and ego-satisfaction prevailing in Pakistani society.

“In Pakistan, people desire personal prestige. Managers feel very It presents societal legitimacy seeking
proud that they are going to different functions to receive awards.  behaviour of the management.

They go and when [the] award is announced they feel very nice

and that boost [s] their ego .... This is doubled if some foreigner

gives the award.” (Project Manager, Local Environmental NGO)
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Apart from reporting awards, some interviewees believed that reporting companies
and the non-reporting companies shall be encouraged towards SR through other

incentives.
“.... [what] I've suggested is that instead of taking a The argument highlights the sustainability
regulator route, the government should allow tax compliance forces the institutionalization of the

exemptions to the companies who are involved in CSR firms.
activities." (Research Associate, Policy Institute on

Sustainable Development).

“....1 think in order to encourage SR, it should be

included in the criteria for the selection of KSE TOP 25 or

TOP 100 companies.” (Commissioner, Regulatory Body)

There is a perception among interviewees that in the absence of any other direct
benefits of SR, awards and/or other incentives are the main encouragement for
reporting. In the absence of such encouragement and in the presence of more
regulation, companies may quit the stock market. This has been elaborated by the
senior official of the leading stock exchange in Pakistan.

“The real success will depend on when, in addition to Signalling theory sends a positive or negative signal
regulation [s], we are able to incentivize [the] corporate  to the market based on sustainability disclosure.
sector with the benefit of reporting .... Otherwise

because of more compliance and its associated costs as

compared to the benefits, [a] larger number of

companies will exit the stock market which means that

you are going to encourage the undocumented

economy.” (CEQ, Stock Exchange)

Also, there is a perception that making such reporting mandatory may lead to
unintended consequences in the form of an increase in corruption and symbolic and

tick-box compliance.

“Non-reporters shall be encouraged through incentives because force  The argument posits on mandatory
never really works here in this country. Non-reporters will find a way  regulation for sustainability.

around if they do not really want to do it. It will be all on paper, but

it will not be in practice.” (Head of Corporate Communication,

Multinational Engineering Company).

In the theoretical argument, CSR disclosure reduces the legitimacy gap between
stakeholder and firm, and help to restore distorted images and accountability. Higher
CSR and environmental performance send honesty signal to the market and
stakeholders that enhance the firm’s value and visibility. These discussions argue that
perceived SR benefits increase the social legitimacy that swells firm’s reputation and
leads to be a sustainable firm. On the other hand, social recognition sends positive and
trustworthy signals in the market that enhance market reputations and visibility (Bae et
al. 2018). But, SR recognition is completely scattered and unpleasant in Pakistani
business environment that induces legitimacy and political threat to the business
organisations that also raises organisational incapability and expertise in the area.

Foreign influence
Involvement of foreign institutions has implications for creating demand, for
sustainability and its reporting, which is missing in the local societal context. Also,
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these are influencing the supply side in the form of institutional and professional
development and by raising awareness. These can be easily categorised as drivers of SR
in Pakistan. Among others, the influence of foreign buyers and investors is more
important for enforcing the realisation among the business community in Pakistan
towards environmental management and social responsibility (Yunis et al. 2018).
Foreign buyers and investors are seeking businesses who not only comply with quality
standards but also standards related to social responsibility and environmental

sustainability.
“SR is the source of competitive advantage in the international The argument complies with the
marketplace, whether that be Pakistani companies investing institutional theoretical discussion.

overseas, directly selling their products abroad or supplying
multinational companies. Customers, particularly those in European
markets, increasingly reward companies which disclose their
sustainability impacts.” (Triple Bottom Line)

Sustainability is becoming an important business concern especially for businesses in
the export sector and those who decided to raise capital through selling their shares in
the international market. In this way, foreign buyers and investors are potentially the
sources of market institutions shaping sustainability practices. The following quote
from the ACCA research study elaborates this:

“Sustainability is the requirement of foreign brands. As the requirements come,
people will have to follow such practices. If you do not follow those practices, you
will be out of business ... I will follow environmental and social laws only because

the European Union wants me to. It is an external pressure — a compulsion.”

These regulative pressures are perceived to be even more likely to occur in the future
where they would affect the global competitiveness of Pakistani companies. This will
further raise the importance of sustainability practices as otherwise Pakistani exporters
may lose business.

"I still feel that so far we live in [a] Pakistani context but very — The argument is consistent with the
soon we have to see things in [the] international context like institutional and legitimacy theoretical
our exporting industries, after GSP plus status, have to do discussion.

compliance for social and environmental issues. Regional

competitors (like India and Bangladesh) will definitely lobby

against Pakistani exporters, so buyers will focus more on

these issues.” (Founder, First Enabler of CSR in Pakistan).

More specific influence on the emergence of SR comes from professional accounting
bodies and multinationals. The role of professional associations in driving SR is described
in a separate section. However, according to the corporate manager of a multinational
firm, they are playing an important role in creating demand for sustainability and it’s
reporting by showcasing their practices and setting examples for local companies.

“We have always been committed to sustainability. That is part of our The argument is consistent with the
corporate philosophy ... We try to set an example for other local stakeholder theory.

industries by adopting sustainable business practices.” (Manager,

Corporate Communication & Public Affairs, Multinational Chemicals

Company).
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Organisation faces competition in the sound institutional environment that leads to
mimic SR strategy. The discussion focuses on coercive and mimetic
pressures to validate SR practices. Cultural differences and foreign organisations
domestic norms encourage practicing more CSR and SR initiatives (Shirodkar et al.
2016) if there are specific regulations. Moreover, holistic SR framework mitigate
stakeholder and social pressure. Therefore, foreign influence helps to achieve
institutional isomorphism. The most recent study of Khan et al. 2019 documented that

foreign board diversity significantly influences Pakistani firms CSR reporting.

Professional associations

Overall, professional associations are driving the SR agenda in Pakistan. Professional
associations are performing this role in several ways which include consultancy
projects, reporting awards, seminars, workshops, conferences, and technical articles. In
fact, the very first sustainability report was prepared by a company on the strong
advocacy of RBI that was interested in promoting SR in Pakistan. Among other notable
influencers include CSRCP which organized a workshop and PICG which organized
the conference on SR. These organisations and events played an important role in
providing a platform for SR awareness and practice in Pakistan. During interviews with
the corporate managers, the influence of these organizations and events was quite
evident and they did mention it as one of the major sources of their knowledge and

interest.

“... In 2010, the CSRCP organised a training workshop on This argument dealing with a specific standard
sustainability reporting which was attended by me on behalf  that is relevant to institutional theory.

of my organization. The workshop introduced the principles

of GRI based sustainability reporting. Since we were already

interested in sustainability reporting, we adopted GRI

guidelines as the reporting standard that we came to know

through that workshop” (Head of Corporate Communication,

National Chemicals Company)

Among all professional associations, accountancy professional bodies (ACCA, ICAP,
and ICMAP) are now assuming the lead role in Pakistan in spreading awareness and
training their workforce on the environment, sustainability and governance matters.
These bodies are involved in the professionalization of their existing members through
CPD activities and technical articles. Further, these matters are being incorporated into
the syllabus so that the next generation of accountants and business professionals are
well-informed and can impact the practices of the institutions they work for. This has
been revealed by the head of a global professional accounting body operating in

Pakistan as:

‘| think there is a professionalization going on around the The discussion is supported by the
workforce so that accountants are better educated in the way of ~ normative institutional isomorphism.
sustainability matters ... so, they are better trained and are more

capable .... At the very least we can do is to have strong

advocacy programs .... Through conferences, seminars and

symposiums we can add to people’s knowledge and | think that

adding to that knowledge will change their behaviours which

eventually will change the behaviours of the institutions they work

for." (Country Head, Foreign Professional Accounting Bodly)
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Overall, professional associations are spreading SR disclosure and are an important
source of normative pressures for the emergence and development of SR in Pakistan.
In the liens of normative institutional theoretical discussion, the above argument is
consistent with the best practice of corporate professionalism that leads SR. The
argument posits that professional accounting bodies can play a vital role in Pakistan for
the further development and encouragement of SR movement in corporate
management. Moreover, this discussion is consistent with the finding of Belal et al.
2017 in the context of Big 4 audit firms of the country.

Regulation and enforcement

Differences of opinion exist among different social actors over whether current
regulation is enough and whether SR should be made mandatory. Some interviewees
believed in mandatory reporting for the sake of public interest especially in the context
of a country which is characterised by low stakeholder pressure.

“In our country stakeholder pressure is very low. In the absence of ~ This statement complies with the
such pressure, there is a need of some sort of regulation to institutional isomorphism perspective.
protect the interests of various stakeholders.” (Director, Consultancy

Firm on CSR and Sustainability)

‘| think that it should be mandatory, especially where public
money is involved, as otherwise, it will not get so much
importance. Let's start with public sector enterprises. All the
government commercial organisations shall have mandatory SR.
Then go for public-listed companies and other businesses.”
(President, National Professional Accounting Bodly)

Another interviewee described the need for mandatory reporting as otherwise “it will
provide sufficient justification, to managers, for non-disclosure” (Professor, Private Sector
University). A large number of businesses perceives it as an unnecessary activity and a
costly affair. The prevailing managerial attitude is: we will only comply if we are legally
bound to do so. But at the same time, they do not want regulators to make it

mandatory.

“We are not reporting on CSR/sustainability as it's currently voluntary. We  This statement complies with the
will do it when it becomes mandatory. Why ... put extra burden on our institutional theory.

shoulder [s]. There is no appreciation of extra work; rather there is

criticism.” (Executive Finance, Multinational Tobacco Company)

Making SR mandatory, however, is not viewed as a panacea by some interviewees.
According to them, if SR is made mandatory, it can open new doors for corruption as

the state apparatus lacks resources and is very weak in enforcement.

"I think it should be voluntary as if it is made mandatory ~ The argument firmly delivers the resource

then we have issues of capacity and corruption. [What] dependency of the institution along with
all [of] the companies will do is that they will hire institutional and government (political) agency
someone for writing a report. Whether that report is problem.

realistic or not, who will determine this? Because of lack
of state interest, relevant government departments (for
example EPD?) lack resources and are very weak. Despite
... doing good work with limited resources, officials in
these departments are very often involved in corrupt
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practices. They let businesses do whatever they want to,
for monthly® returns. This will not help in achieving the

objectives of reporting which is to improve sustainability
performance.” (Country Head, Foreign Environmental NGO)

This is due to patronage-based appointments of bureaucracy by ruling elites, which
either protect the interest of these elites or work for their self-interest as they are
involved in corrupt practices. In this scenario, these interviewees believed that it should

remain voluntary unless some institutional reforms are made.

“When you have regulation without the regulators The statement clearly raises the issues of
with [the] capacity then it is very difficult to impose accountability that arises from the institutional and
this kind of conditionality. At the end of the day, you  political economy theory.

must measure the impact. So, suppose if a company is

to spend 2.5 million on CSR and that company while

spending only half a million disclose it as 2.5 million,

who is going to measure it. This will then open

another door for corruption as officials can be bribed

easily. This will also discourage those businesses which

comply honestly as at the end of the day it adds with

their cost. So, someone who is complying with

dishonesty will have an edge over someone who is

complying with honesty." (Project Manager, Local

Environmental NGO).

This is a very tricky situation as without mandatory reporting businesses may not
take it seriously, but it could open spaces for innovative practices and/or responsible
practices in a real sense. Mandatory reporting may result in tick-box compliance, but it
could stifle innovation. Also because of weak institutions, businesses can easily find a
way to go around the regulation without any substantive action. The key, therefore, lies
in the institutional reforms that accompany these administrative reforms if they are to
be fruitful (Belal et al. 2013). One of the interviewees nicely concluded this debate of
mandatory vs. voluntary reporting in these words.

"I think keeping it voluntary is better for evolution, | think it's better to allow It draws the emergence of
companies to evolve to a degree of open reporting but then at the end of regulation of SR.

the day for the sake of the public interest, if companies are not achieving the

overall macro goals then, there is a need to introduce legislation.” (Country

Head, Foreign Professional Accounting Body).

As far as regulators are concerned, SECP wanted to make SR mandatory for all listed
companies. In 2009, SECP issued a mandatory CSR General Order that stated listed
companies to include monetary and descriptive disclosures of CSR activities in their
directors’ report. Further, based on stakeholder inputs and to promote CSR culture in
the companies and to focus more on wider societal interests, SECP developed CSR
voluntary guidelines in 2012. The focus of these guidelines was more on processes,
committees, policy, goals and achievements, disclosure and reporting, and independent
assurance of CSR performance (Mahmood et al. 2018). These guidelines were being
proposed as a framework to facilitate sustainable growth, responsible business

“Environment Protection Department
*Monthly in this context is a bribe amount which is fixed per month.
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behaviour and corporate accountability (SECP 2012). There is evidence that mandatory
regulative forces have significant effects on SR practices. Masud et al. 2018a, b,
2017 and Hossain et al. 2017 (Bangladesh); Gatti et al. 2018; Goel 2018 (India) and
Bissoon 2018 (Mauritius) documents that specific regulation significantly influenced
green and CSR disclosure practices in Bangladesh; India and Mauritius respectively.
Moreover, Masud et al. 2018a, b and Bae et al. 2018 found that South Asian
countries updated corporate governance and SR regulation explicitly and implicitly
enhance social and environmental disclosure practice and the argument is also
consistent with Mahmood et al. 2018; Ehsan et al. 2018; Yunis et al. 2018 and
Igbal et al. 2018 (Pakistan). Moreover, mandatory CSR regulation of India since
2013 significantly encourages SR implementation in the country (Gatti et al. 2018;
Goel 2018).

Guidelines and standards
There is consensus that reporting on sustainability using international standards is best
as:

“... it enables the comparability between organizations It highlights for a regulation on SR that consistently
both within Pakistan and internationally ... Customers  encourages stakeholder trust and societal legitimacy.
can use this information to evaluate the performance of

one company against another with respect to certain

indicators, such as the total number of employees by

age which shows a company is not relying on child

labour. They can also use this sustainability information

to benchmark organisations' performance with respect

to laws, norms, codes, performance standards and

voluntary initiatives.” (Triple Bottom Line)

Using international standards was also perceived as important for increasing the
confidence of capital markets and increasing the confidence of investors to attract
foreign direct investment (Gatti et al. 2018; Yunis et al. 2018). For companies, SR can
improve access to capital due to the trust that is established through such reporting
between the investment community and the companies that present sustainability

information.

“... if you are looking to attract foreign investment, The statement argues for competitive advantage this
there is no point in inventing your own standards. You  drive from an institutional setting of the organization.
have to demonstrate that you have adopted

international best practices ... India already has

jurisdiction in terms of GRI and other things .... So |

think regionally we need to compete for capital then

we [have] to demonstrate that we [have] the legal

frameworks and regulatory frameworks and the

standards in place across our capital markets so that we

can showcase to the providers of capital, look, you

bring your money in here which [is] protected as we

[have] proper regulation.” (Country Head, Foreign

Professional Accounting Body)

GRI is the main reporting standard used for the structure and process of
standalone SR. As noted above, one of the main reasons for such an international

standard is wider acceptance. However, as revealed by one of the interviewees,
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branding motives also play an important role in the adoption of GRI and for
initiating the practice of SR.

“... So far the most important factor is branding ... GRI is This is mostly relevant with stakeholder as
becoming a brand .... Companies are taking these reports as well as institutional theory.

branded products that add to their prestige, honour and

leadership position.” (Partner, Management Consultancy Firm)

In the contrast, some interviewees feel that there is a need for a local standard or at
least there is a need to tailor GRI to make it more relevant and understandable to a
larger number of businesses. Also, to encourage SMEs, there is a need to develop a
simple framework which is more relevant to them and which can be easily applied.
There is a common perception that GRI is too technical and complex and there is a
need for a consultant or a professional to understand its requirements and how it can
be applied to the business.

“... we wanted to simplify GRI guidelines as for many It argues for the simplification of the standard in the
of the companies GRI guidelines are very confusing ...  local business context that is driven from institutional
Until you understand the purpose of indicators, coercive and mimetic

reporting becomes a box-ticking exercise ... .For our

SMEs it is very difficult to get to the level of GRI

application as they get confused, so for them, there is a

need for simplification .... We need to simplify

indicators and get rid of unnecessary indicators. There

are hundreds of things which are important at [the]

international level but [that] have little local

significance.” (Founder, First Enabler of CSR in Pakistan)

Simplification work is going on and some leading organizations are working on the
development of simple, local and uniform guidelines. But lack of cooperation between
different interest groups is hindering that process. One such effort is the responsible
business guide (RBG 2010) which presents a toolkit for companies to implement and
disclose sustainability practices. The argument denotes to the institutional theoretical
liens and consistent with the finding of Masud et al. 2018a, b while they argue
following GRI guidelines Bangladeshi Banking companies discloses credible
information than non-GRI companies. Moreover, Gatti et al. 2018 also argue the same
line of the conclusion of mandatory SR regulation in India. It is also evident that sound
and standard SR regulation ensure institutional transparency by the coercive, mimetic
and normative forces. Additionally, SR incurs accountability that reduces possible
political cost and mitigates legitimacy threat.

Perceived benefits of reporting

There is a consensus among interviewees that SR is beneficial for ensuring the flow of
long-term capital and raising competitiveness by increasing the transparency of the
economic, social and environmental sustainability of the business. SR was perceived to
drive shareholder value through (direct and/or indirect) cost and revenue advantages.

“... the process of producing reports enables This discussion can be explained by the muilti-
businesses to internally identify operational theoretical discussion like; stakeholder, legitimacy,
inefficiencies, cut waste and save money for the signaling, and political cost.

company. For listed companies, this helps deliver
shareholder value. Just as an external stakeholder can
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benchmark company performance from the
information disclosed in these reports, this
benchmarking information can also be helpful for the
internal management of a company and driving
improved performance.” (Triple Bottom Line)

“... good companies report on their sustainability
issues and set targets for improvements. For example,
energy conservation, water consumption. Then they
use different ways to reduce them and this leads to
direct costing benefits.” (Partner, Management
Consultancy Firm)

"SR gives you an opportunity to share good work in
an open and transparent way with your stakeholders
(e.g. nearby community) so they should be aware of it
and can give us a suggestion for improvements”
(Manager HR and CSR, National Petroleum Company)

At the same time, several interviewees from the corporate sector mentioned that SR
is a costly affair and very difficult to justify as there is no direct benefits and related
regulation. This has been a major hindrance as, in the absence of any legal
requirements; perceived benefits are more indirect and intangible. Also, these benefits
are not well-understood.

“| think tangible [financial] benefits are unclear”. (Manager HR  The Multi-theoretical discussion like; stakeholder,
and CSR, National Petroleum Company) legitimacy, signaling, and political cost.

“Very few companies are realising this, that they have their
own business benefits in this reporting. The whole process is
learning-based. The general managerial attitude is that
unless there is a direct financial benefit for something they
do not understand the value." (Founder, First Enabler of CSR
in Pakistan)

However, there are some large progressive organizations that believe that SR is
beneficial in the long-run. For example, a corporate manager of one such progressive
organization reflected on the benefits of SR.

“... Actually, it has a lot of benefits in my viewpoint. It The multi-theoretical discussion like; stakeholder,
highlights the activities which even are not in the notice of  legitimacy, signaling, and political cost.
company employees. It helps in building [a] soft image of

the company through sharing of information and projection

of activities both inside and outside the company ... ... We

made this report because the projection of the company is

very necessary to make [a] soft image of the company. So, if

you are going to do or have done a good job it has to be

exposed to the information of [the] general public. So, for

me earning [a] good name of the company is important. In

return, you get support from the local community and other

businesses.” (Managing Director, State Owned Oil and Gas

Company).

It seems SR can be used to mitigate social and stakeholders’ pressures if the
organisation finds perceived benefits of reporting. The discussion also highlight the
common gap of Pakistani policy as well as business decision makers the importance
and potentiality of the SR in the decision making process (Malik and Kanwal 2016;
Sharif and Rashid 2014; Mahmood et al. 2018; Ehsan et al. 2018; Yunis et al. 2018;
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Igbal et al. 2018). Therefore, it is emergence to find the mechanism of how to
understand the explicit and implicit cost and benefits of SR to the management and
stakeholders.

Stakeholders’ engagement/influence

In theory, stakeholder engagement is described as the main mechanism of SR through
which stakeholders can influence companies for better sustainability performance. In a
country where there is a lack of sustainability awareness and interest, it is readily
understood that the clear majority of stakeholders are either not interested in or are
not in a position to influence companies. This is a big question mark on the
importance of SR in this context and its ability to make any difference. Some
interviewees, especially those involved in the practice, speak on these issues and
explained how it is missing in the context of Pakistan.

“There is very little stakeholder engagement in SR. When we do [hold] The statement is in the line of
stakeholder engagement sessions people ask questions about it (like what  stakeholder theory.
is this? and why you are doing this?). When we ask people about important

issues especially the ones they want to be reported, they often say that

report anything/everything. The concept of materiality which should be

used to decide ... what to report is ignored in practice as stakeholders are

unable to attach importance to different issues. ... ... This is mainly due to

lack of awareness and interest in [the] part of both [the] company and the

stakeholders towards stakeholders’ engagement. Apart from this in our

society, we don't have a strong communication culture and we do have

power distance which acts as [a] barrier for such engagement. But slowly

awareness is increasing in the form of seminars, training, and voluntary

guidelines.” (Director, Consultancy Firm on CSR and Sustainability)

Zooming in at the corporate practice of stakeholder engagement, there are very few
companies that mention the process of stakeholder engagement in their sustainability
reports. Among the companies that did mention it, the method of engagement,
selection of different stakeholders, and the level and seriousness of such an
engagement differ from one company to another. Overall, the level of engagement was
found to be no engagement at the worst and controlled engagement (stakeholder
management) at the best. The following quotes reflect these issues:

Stakeholders’ involvement is the main element in The discussion mostly complies with the
sustainability. We are at [a] very initial level in that. In stakeholder and social legitimacy theoretical
foreign [countries] there are stakeholders' advisory discussion.

councils but here we deliberately keep stakeholders out of
the process as we want to have everything in our hand.
The overall impression of companies is that we know
better ... ... Further, stakeholders are not taken seriously
by the companies. Companies are reporting from their
own perspective. (Partner, Management Consultancy Firm)

Meaningful stakeholder engagement depends on the way
you do it. Our approach for stakeholder engagement was
very professional. First, we did internal analysis and then
we did external analysis. We engage with around 300 of
the stakeholders (bankers, regulators, employees,
contractors, suppliers, workers, community) and we had
very interesting sessions ... .[The] community voice was
there but it was a controlled voice just like the way NGOs
did. They go with their agenda and then they do actions
based on their agenda by asking them and taking their
consent. (Founder, First Enabler of CSR in Pakistan)
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Some of the companies reporting of sustainability involved consultants for
stakeholder engagement sessions. Very few companies disclosed the process of
stakeholder engagement in their sustainability reports, indicating the number of
stakeholders they engage with, their comments and mechanism for such engagement.
Stakeholder engagement is the prime priority for accelerating SR because stakeholder
creates internal and external forces that leads more disclosure. Moreover, to mitigate
legitimacy gap disclosure practice is the pioneer tools of the management. Stakeholder
engagement reduces information asymmetry and sends an honest signal to the market
(Bae et al. 2018). Moreover, the most recent studies find an increasing pattern of
stakeholders engagement in the Pakistani organisations (Khan et al. 2019; Mahmood et
al. 2018; Ehsan et al. 2018; Yunis et al. 2018; Igbal et al. 2018).

Transparency and accountability

Pakistan stands low in transparency and accountability at all levels (Yunis et al. 2018).
At the government level, there is very little transparency and accountability because of
many socio-economic and socio-political problems (Javeed and Lefen 2019; Yunis et al.
2018). There is a lack of systems that should be in place for ensuring transparency and
accountability. For example, most of the government departments and public sector
enterprises are keeping financial records based on a single-entry system. At the
businesses level, there are also several businesses (mainly in the SME) that do not
involve professional accountants and where the accounting system is very poor. In the
absence of financial accountability, where there are strict regulation and benchmarks,
how can companies be transparent and held accountable for their sustainability
performance, especially when there is no legislation and no public demand? An
interviewee describes the state of transparency in the current practice of SR as:

"[The] transparency element is overall lacking in Pakistan The line of the discussion covers the theoretical
and even in other countries. Companies are disclosing liens of signaling, stakeholder and legitimacy.
whatever they think [is] appropriate to disclose and vice

versa. For example, take the issue of corruption. According

to the latest GRI guidelines, a separate management

disclosure is required on the issue of corruption. In practice,

no company talks about this issue and even if some

companies report they usually say that we do have policies

towards avoiding corruption. Likewise, while reporting on

indicators they usually say that there is no incidence of

corruption. Now you tell me how this is possible in a

country like Pakistan .... 1 am not saying that no

organisation is corruption free but it's very rare, [though]

not as rare as [is] found in reports ... ... Companies don't

respond to stakeholders and this shows their approach

towards transparency. Being a stakeholder, | face many

problems in terms of responses from companies. (Director,

Consultancy Firm on CSR and Sustainability)

Whether transparency leads to accountability and whether SR results in making
corporates accountable for their sustainability performance, there was a difference of
opinion among practitioners. While corporate managers believe that SR makes them
accountable by raising the transparency of their sustainability information, other social
actors believe that the element of accountability is missing from the equation.

Accountability is one of the most significant things. The argument draws the attention of the
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Publishing a report makes you accountable as every word stakeholder and signalling theory point of view.
you write can be challenged. (Manager Corporate

Communications and Public Affairs, Multinational Chemicals

Company)

When you publish [a] sustainability report, stakeholders
become more aware of what is wrong and what is right. So,
a person who is working on your environment, he sees
something which the company is not doing or according to
what is published it isn't doing. He becomes aware of that,
so he raises an issue. (Executive Corporate Communication
and CSR, National Fertilizers Company)

Large companies are varying [in] public opinion and the
bigger the company is the more sensitive they will be about
public opinion. By reporting on sustainability their
accountability is increased as they expose themselves and
face the risk of their reputation. But that accountability is not
like financial accountability as in financial accounting there
are [a] number of regulatory frameworks which makes
accountability much tighter so in SR there are no such
regulations (Country Head, Foreign Environmental NGO).

However, according to one of the interviewees, the accountability element can be
present if companies report objectively in the form of quantified targets. Currently,
there are very few companies which are reporting against quantified targets.

"When you are required to report publicly on economic, The statement posits the lacking of regulative
social and environmental [issues] then it becomes an effort on SR standard and measurement.
obligation for you. In Pakistan, most of the reports are not

giving targets. If given they are very vague. Unless you don't

quantify the targets, how [can] you be accountable for that?

When you quantify that you will decrease this by this much

percentage and you publicly disclose on that then you are

accountable. But we are not on this track so far.” (Manager

Corporate Communications and Public Affairs, Multinational

Chemicals Company)

Disclosure practices are one of the well-recognised and popular ways to be accountable
to society and stakeholders. Sound SR practices reduce political pressures and increase
accountability to society. SR initiatives circulate management willingness to the society
that increases the perceived benefit of the business. Further, transparency and
accountability reduce political cost and increase reputation to the society that reduces the
legitimate threat from negative events. Moreover, transparency sends an honest signal to
the market and diverse stakeholders. Shirodkar et al. 2016 find MNC’s in India invested in
CSR to reduce potical pressure and legitimate with the local people.

A brief summary of the above mentioned SR actors’ and theoretical connection is
given below (Table 2):

Conclusions

Currently, sustainability reporting is voluntary. Regulators are trying to make it
mandatory. Mandatory SR is considered as the ultimate solution for raising
transparency and accountability of the companies towards sustainability performance
(Gatti et al. 2018; Goel 2018; Bissoon 2018). However, there is some resistance by
businesses as they are concerned about increased compliance and the possibility of
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Table 2 A Snapshot of SR Actors’ in Pakistan and Theory Relevance

SR actors’ Causes

Theory relevance of SR

Sustainability
Awareness

Awareness raises more and more questions
that ultimately comply with the regulation.

Sustainability
Interest

Sustainability interest lies in explicit and
implicit CSR. Political connectedness also
incurs the cost and finally intermediate with
regulation and legitimacy.

Incentive and SR performance seeks competitive advantages.

Award Socially responsible firms are willing to serve
the society in response to recognition. It
reduces the legitimacy gap and enhances
visibility.

Foreign The foreign company follows norms and

Influence standard of the home country and very much

concern with legitimacy with society. Local
firms face coercive and mimetic pressures that
help is the institutionalization process.

Professionalism refers to normative values in
the specific field. A professional person can
play a significant role in the formation of
standard, rules, and certification of the CSR
performance that will create competitive
advantages.

Professional
Associations

Regulation
and
Enforcement

The performance and rationality of SR broadly
depend on regulation and standard. Minimum
regulation is better than no regulation. The
performance of regulation also depends on
enforcement. Lack of awareness, interest,
accountability and low control of corruption
characteristics drives a mandatory SR
regulation.

Guidelines
and Standard

Standard and guidelines involve transparency
and accountability of the organisation that
creates competitive advantages, visibility and
growth of the organisation. For example, most
of the fortune 500 firms comply with SRI

standard.

Perceived SR has a significant impact on the

Benefits of organisations’ performance. It reduces

Reporting information asymmetry between management
and agents. Information disclosure enhances
transparency and accountability that reduces
the societal and political threat of the firms.

Stakeholders’  One of the important roles of SR is to engage

Engagement diverse stakeholder in the decision making
process of the firms. Mapping stakeholder and
mitigating agency conflicts are critically
evaluated by CSR initiatives.

Transparency SR goal is to make the firm more transparent

and accountable to the diverse stakeholders'.
Firms overall performance, engagement, and
opportunistic behaviour depends on how
much it is transparent and how information is
available. Transparent firms quickly send
obedient signals to the market and
stakeholders.

Stakeholder's management and institutional
isomorphism.

Political cost and social legitimacy.

Signalling and legitimacy.

Institutional and legitimacy.

This argument explains the concept of
institutional theory.

The concept of institutional theory explicitly
and implicitly discuss regulation and standard.
On the other hand, lack of enforcement arises
many types of the political cost.

Institutional isomorphism is the process
whereas, firms can mitigate different types of
internal and external pressures by complying
SR standard.

SR benefits can be used a multi-stakeholder
theoretical framework like; stakeholder, legitim-
acy, institutional, signalling and political cost.
The prior study used all of these theories in the
discussion of SR effectiveness.

Prior study commonly used stakeholder and
legitimacy theory in the discussion of
stakeholder engagement of SR.

Most of the SR theoretical framework is driven
for increasing transparency and accountability
of the firms that influences SR strategy.
Therefore, stakeholder, legitimacy and
signalling theory may best fit with the
discussion.

increased corruption. GRI has been adopted as the main reporting standards for

structure and process of standalone SR. The main logic of using GRI is to increase

investor confidence by adopting international standards. However, there are some

serious concerns about the understanding and application of GRI to the local context
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of Pakistan. There is a common understanding that SR brings intangible benefits.
However, appreciation and understanding of tangible benefits are unclear. This was
considered as another hindrance towards adopting SR as without any direct benefits it
is difficult to justify the costs. Only large organisations are doing it as they can afford
and wait for the long-term benefits. Stakeholders’ engagement, which is considered as
the main mechanism for SR is extremely lacking in Pakistan because of both the lack
of sustainability awareness and interest. Most of the companies did not mention the
stakeholder engagement process in sustainability reports. The method of engagement,
selection of different stakeholders, the level and seriousness of such engagement differ
from one company to another. There are serious questions about transparency and
accountability of sustainability information presented in the sustainability reports.
Currently, there are very few companies which are presenting their targets in an
objective manner.

According to the stakeholder’s theory, stakeholder’s engagement is the prime issues
in the SR development. It seems in the recent study that Pakistani business
management is trying to engage different stakeholder because of social and market
pressures as well as stakeholder’s confidence signal to the organisation. On the other
hand, seeking social legitimacy different forces can play a vital role but the present
situation defines a lack of interest, motivations, and benefits discourage management
for SR practices. Moreover, the study finds no coercive and normative pressure on SR
while, there is a little mimetic force because of voluntary guidelines. Since 2012
voluntary CSR guidelines and updated corporate governance regulations like to believe
us imperative forces on SR initiatives to the institutional environment. It is evident that
Pakistani business management is reluctant about political forces regarding social and
environmental investment because of political connectedness management that reduce
SR practices. The study profoundly finds fewer pressures from political government,
diverse stakeholders and, society; therefore, SR practices are still lagging in the country.
It is also finding that management does not consider SR as a strategic tool rather than
“wishes” of personal desire or interests. Our all theoretical discussion reveals scatter
influences in the Pakistani business environment. Furthermore, we document that
many actors/drivers believe the SR importance, and demanding for institutional
changes that will make SR as an emerging issue in sustainable business management.
Further, we consider stakeholder’s pressures (NGO; environmental action groups;
international community), normative regulations and emerging market signals will
positively impact on SR revolution in Pakistan.

This paper concludes that, like other developing countries, the practice of
sustainability reporting is largely driven by external forces. Foreign buyers,
international professional associations and standard setting organizations are playing a
pivotal role in the emergence and development of sustainability reporting.
Sustainability reporting awards also played an important role as they provide the
normative basis and intangible benefits for reporting. Despite these external forces
driving the emergence and development of SR in Pakistan, the structural and cultural
conditions that exist in the societal context of Pakistan significantly impact the
disclosure practices and organizational rationales for SR. In particular, weak
government structures, lack of awareness and interest in sustainability matters, lack of
regulation, lack of enforcement capabilities, lack of a political will has been identified
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as the main barriers of SR. Despite the distinct sustainability challenges in Pakistan,
understanding of these challenges and the contribution of SR is very poor. The
prevailing structural and cultural conditions resulted in a lack of expectations and
pressures from local stakeholders (Islam and Deegan 2008; Belal et al. 2015). These
conditions act as constraints and provide an explanation for lack of reporting. In the
absence of these internal conditions and pressures, a major motivation for SR is
externally driven and rests on the business case. In this context, this paper agrees with
Belal and Roberts 2010; Belal and Owen 2015; Goel 2018; Masud et al. 2018a, b;
Shirodkar et al. 2016 that unless institutional arrangements are improved in these
countries, SR will fail to deliver expectations of transparency and accountability. Also,
mandatory reporting may lead to unintended consequences.

Overall, this paper attempts to improve our understanding of why sustainability
reporting is, or is not, evolving and emerging in emerging and developing economies
(Ahmad 2010; Belal 2008; Belal and Cooper 2011; Mahadeo et al. 2011; Momin and
Parker 2013). Overall, this paper contributes to the literature of sustainability reporting
in emerging and developing economies. Unlike previous studies that focus on the
perception of either managerial or non-managerial stakeholders, this paper studied the
perceptions of both types of stakeholders and presented a more balanced view of the
major players in Pakistan. Therefore, the study largely contributed to the SR literature
deploying five sets of theoretical discussion specially, in an emerging economy.
Pakistan, a developing as well as less control of corruption country political and
signalling theory posits the emergence of SR in the business management. The study
has highly managerial implications in Pakistani business management because of the
actor’s/drivers we identified are very crucial for the SR development and
implementation. Moreover, policy makers can consider different drivers of the SR,
further development of regulations, guidelines as well as enhancing the motivations
and interests. The study vividly focuses on the importance of stakeholder’s engagement,
the role of political motivations, the pathway of encouraging management and the rule
of professional bodies to be ambitious on mainstream SR practices. Therefore, we like
to conclude that Pakistani policy makers and business management should work
together to produce a holistic mandatory SR regulation for a transparent and
accountable business environment to achieve sustainable development goals.
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