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Abstract

This study aims to identify the effect of the disclosure on the company's environmental
performance. It found that there is a relation between environmental disclosure and both of
the company's ability to obtain, and the competitiveness of companies in the industria
companies in Agaba. But the environmental performance does not lead the companies to get
support and incentives from the government, and does not affect in determining the profit rate
on loans. Also be found that there is no relation between environmental disclosure and the
value of profits for the company in the industrial companiesin Agaba.

It recommends the banks to consider environmental performance in determining the profit
rate on loans, and industrial companies to guide environmental performance to lead the
companies to get support and incentives from the government.
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1. Introduction

In the last period of the previous century and in the beginning of the recent, there was a great
development in the manufacturing technology. There was also an increased competition
among companies. This force companies to keep up with this technology to achieve cash
savings. As a result, those companies achieve the desired profits at the expenses of its
environmental responsibilities. This development was a reason for the occurrence of
environment-interested groups, these groups contributed in increasing awareness among
society members, and legidating environmental laws to limit pollution, and preserve
environment.

This remarked the development of manufacturing technology, forcing financial accounting as
an informational system to measure the financia effects. On the other hand, it was necessary
for the financial accounting system, in responding to the social pressures, to measure the
effects of these companies on the environmental disclosure. That is, the environmental
disclosure is not limited to the financial information, but it includes disclosing other
environmental qualitative and quantitative information.

Radi, Sami (1999, page 93) consider that many related parties like, investors, creditors, and
workers are in need of information; to help them to have a clear image about the industrial
companies performance. This information could be obtained from traditional financial reports.
However, the lack of the appropriate information for decision makers leads for the need of
other types of information like the socia one, which reflects the responsibility of the
companies towards the environment. Investors and societies are both in needs for those types
of information that affects decision-making process.

This study comes to examine this topic in al- Agaba city which islocated in Jordan. In Agaba,
there are increasing investments especialy the foreign ones. It is known that Agaba is
characterized by three features. first, it is the only marine gate in Jordan. Second, it
is featured by customs exemptions duties on imports. Third, it is an attractive city for foreign
tourists and locals, which considers an important highlight for the environmental disclosure
and its effect in improving investment.

2. Methodology of the Study

The study based on a descriptive analytical method, where primary data collected from the
study society and were analyzed statistically to get the results of the study. The questionnaire
was atool to collect primary data that designed to measure the affect of (AlS), in addition to
interview with related authorities.

3. The Study's Problem

The industrial companies operating in Agaba such like other companies may disclose
information about its environmental performance. Investors and donors can get this
information to useit in their decisions; hence, there are the following questions:

e Isthere adtatistical relationship between the environmental disclosure and the company's
ability to obtain credit in Agaba's industrial companies?
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e |sthere adtatistical relationship between the environmental disclosure and the company's
competitive ability in Agaba'sindustrial companies?

e |sthere adtatistical relationship between the environmental disclosure and the company's
profits value in Agaba's industrial companies?

4. The Study's Objectives

This study aims to identify the effects of the environmental disclosure on the company's
performance to obtain loans in Agabas industrial companies, the company's competitive
ability, and the effect of disclosure in knowing the profits value in these companies.

5. The Study's Importance

This study is considered one of the rare studies in terms of the topic, the sample, and the
importance of the industrial sector in Agaba, which has a clear economic importance.
However, we need to show the importance of the different parts of environmental disclosure
in the financial reports; which has advantages on the society and the financial reports users.

That is Agaba is characterized by three features: first, it is the only marine gate in Jordan.
Second, it isfeatured by customs exemptions duties on imports. Third, it is an attractive city
for foreign tourists and locals, which makes it an important highlight in the subject of
environmental disclosure and its effect in improving investment.

6. The Study's Hypotheses
The following hypotheses were formed in attempt to answer the raised study's questions:

There is a statistical relationship between the environmental disclosure and the company's
ability to obtain credit in Agaba's industrial companies.

There is a statistical relationship between the environmental disclosure and the company's
competitive ability in Agaba'sindustrial companies.

There is a statistical relationship between the environmental disclosure and the company's
competitive ability profits value in Agaba'sindustrial companies.

7. Society and Sample of Study

The society of study contains the industrial companies in Agaba. The samples are 19
companies which represent 26 % from the society.

8. Statistical Techniques That Used and Testing Hypotheses

The study calculated the following statistical measures: the mean, t - test, the Cronbach alpha
test, standard deviation, news of variance of the differences, and Tukey test.

As for the answers of questions were to accept the hypotheses, the mean must be greater than
3, and T-value must be greater than table value, or that the level of significance must be less
than 0.05.
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e 9. Previous Studies
e Duaas study (2011)

e This study aims to clarify the effects of disclosing environmental costs in the financia
lists of Agaba's industrial companies, and to clarify its effect on the decisions of accounting
information users. The researcher adopted the survey style by using a questionnaire that is
distributed to the related groups. The study's main finding was. the environmental disclosure
in the financial lists of Agabas industrial companies affects the decisions of accounting
information users in those industrial companies, and affects the quadlitative
characteristics of accounting information quality.

e Khaled hussainey & Aly salam’s Study, (2010)

e This study aims to clarify the effects of the accounting disclosure on the investor's
decisions in London stock exchange. In addition to the importance of environmental
disclosure on investment decision-making, the study found that there is an important effect of
the environmental disclosure on the investor's decisions. The environmental disclosure
corrects the investor’s decisions and put it on the right direction. It also affects the investor’s
future performance.

e Al-Taher's Study (2009)

e This study aims to recognize the effect of the environmental costs in evaluating the
performance of the Sudanese industrial companies. It amed to shed the light on the
importance of paying attention to the environmental costs in the petroleum sector, which
upgrades the companies performance, and their roles in protecting the environment. It is also
aimed to know the effect of the environmental costs in making administrative and financial
decisions. The study most important finding was: the high value of the environmental costs
affects the awareness toward using techniques to combat the environmental damage, to
improve their performance, and to measure and report the environmental costs in some
companies. This leads to the rationalizing of the environmental performance.

e The study's most important recommendation was to give an importance to the finding of
environmental systems in the industrial companies, to pay an attention to the evaluation of
improving the company's performance, and also to increase the environmental awareness
among the public and the users of the financial lists.

e  Mohammad Mohsen's Study (2008)

e This study aims to form an indicator of the optional environmental disclosure, with
applying an empirical study on the registered companies in the Egyptian stock market. These
companies belong to an environmental sensitivity sectors.

e On one hand, it was found that there is a difference in practicing the optional
environmental disclosure policy among companies. On the other hand, there was other
companies work in a standard way (i.e. to work according to one standard and one-way) in
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case of disclosing environmental information. However, regarding the disclosure's quality, it
was low in the whole sample of companies. The study recommended the encouraging of
companies that discloses the optional environmental information, especialy the ones that pay
higher costs towards its social, environmental responsibilities. This encouragement was
formed by providing these companies a distinctive tax treatment. The study also focused on
the importance of applying the environmental disclosure indicator by the stock exchange on
the list of environmental sensitivity companies.

e Cormier, D. & Magnan, M’s Study,( 2007)

e This study aims to clarify the extent of the investors using of environmental reports, in
order to get better profit assessments, and to reduce the perceived expectations. It aso
examines the relation between the company’s environmental reputation and the expectations
of contribution topricesand profits. The study found that the high points in the
environmental reputation field are associated with stock priceswhich predict the future
returns. This means that the environmental reputation of the company can provide investors
with information to enable them to predict future returns.

e Alqtati's study, (2007)

e This study aims to view the nature of the environmental costs and the benefits of the
disclosure based on accounting documents. The main hypotheses of the study, which related
to the existence of benefits for the accounting information users from disclosing
environmental costs, had been examined.

e The study concluded that it is very important to achieve the environmental costs
disclosure requirements, according to the importance of the resulting benefits of the
shareholding industrial companies, which was listed in the Palestinian capital market.

e The study recommended the Palestinian capital market to give an importance to the
companies environmental disclosure by adopting international accounting standards; in order
to determine the costs and its effect on the financial data. In addition, it was recommended to
create a method to present the financial lists in a detailed way about the social and
environmental performance and its effect on the financial data.

e Sayed Ahmed's study, (2007)

e This study dealt with the accounting and taxation treatment of the environmental costs
problems. It showed the awareness of the polluting industries for the environmental
considerations, and the disclosure of the environmental performance. It reviewed the roles of
the disclosure (voluntary or obligatory) in guiding projects towards the environmental
commitment. It also assured the importance of disclosing and recognizing the expected
environmental obligations, and using taxes and incentives to combat pollution and achieve
the environmental commitment.

e The study concluded the following results:- First, there are some difficulties in measuring
the environmental costs such as determining the elements of the environmental costs,
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separating the environmental costs from the economic ones, and linking the costs and benefits.
Second, the environmental disclosure is a main component of the over all disclosure, and
meets the financial lists users' needs; such as; access information that enables them to assess
the environmental performance.

e Cormier study (2004)

e Thisstudy aimsto find a model that forms the relation between the beneficiaries and the
administrations. The administrations know the impact of each party, and their effects on the
decision of disclosing environmental information in the annual reports. The sample model
was examined on a group of environment officials of international companies in America and
Europe. The study concluded that the sample environment officials were aware of the
differences of beneficiary's interests, and they had the abilities to assess the interest of each
part. In addition, there was a strong relation between the administration's recognition of
party's interests and its respond to their expectations in the real disclosure of the
environmental information in the financial reports.

e Deegan's Study (2002)

e This study aims to determine the level of environmental disclosure on the Australian
major companies annual reports from the early eighties to late nineties of the last century. It
also examined, whether the environmental disclosure was meeting the community's
expectations.

e The study relied on the press to measure the society's trends. It followed the content
analysis method to measure the interests of press and the environmental disclosure in the
annual reports.

e The study concluded that there was an increase in the level of the disclosed
environmental information in the annual reports, especially the positive ones. In addition, the
environmental issues that got the attention of the news had a larger interest of disclosure in
the annual reports.

e Joshi’sand others Study, (2002)

e This study showed that each one dollar increase in the environmental costs is associated
with an increase in the total costs. The cost ranges from $10 — $11 and $9 — $10 are included
under the non-environmental accounts. The study confirmed that the increase in the
unapparent costs is reflected on the costs systems, and leaded to an inappropriate decision to
manage the unapparent costs. In addition, this leaded to an inaccurate cost deviations, and
products pricing, or inappropriate products combination selection. It also leaded to wrong
decisions regarding closing a factory, or a product line, or other investment decisions.

e O Donovan's Study, (2002)

e This study aims to improve the application of legalization theory. It also gets the benefit
from the relation between the following three elements: First, the event or the environmental
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technology which may be a legal threat for the institution. Second, the choices between the
legalization theory and the disclosure type in the annual reports. Third, the goal of choosing
such a method may be the information, the maintenance, or the reform of the company’slegal
situation. The findings showed that the event or the environmental technology had an
important effect in disclosure decisions. That is why companies disclose only the high
important and the medium important environmental events, but low important environmental
events didn't affect the choice of the legalization method, or thevolume of disclosure
in annual reports.

e  Solomon and Lewis Study, (2002)

e This study aims to recognize the reasons of the environmental disclosure on the British
companies, and the exposure of different risks, even though the environmental disclosure is
optional. In addition, the reason of the companies’ failure in the appropriate disclosure of the
environmental information, that comes as a response to the importance of the environmental
conservation. According to the authors and users of environmental disclosure, the study
found that there are motives for the commitment of laws and regulations, there are changesin
the society’s culture, and in meeting the demands of the environmental information. The
study also found that the increase in the environmental disclosure in Britain don’t amount to
the expected level. This type of disclosure suffers from inadequacy especialy in the small
companies.

10. The Situation of This Study from Previous Ones

This study differs from other studies in the following points: First, the study sample,
according to the researcher knowledge, is the first that examines the industrial companies in
Aqgaba. Second, it examines the impact of environmental disclosure from three dimensions:
the credit ability, the competitiveness, and the profits value.

11. Description of Personal and Job Factor s of Respondents

Table (1) shows a description of the persona and job factors of the sample of hotel's
employees, asfollows:

* Specialization: 56.48 % of the sample specialized in accounting, 13.89 % specialized in
finance, 10.19 % specialized in Business administration, 6.48 % specialized in management
information systems (MIS), and 4.63 % of the sample specialized in others.

* Qualifications: It is shown that 45.37% of the study sample held bachelor degrees, 39.81 %
of the sample are diploma holders, 7.41 % of the sample held masters, 4.63% of the sample
graduated from high schools, and 2.78 % held P.H.D degree.

* Years of experience: The study showed that 58.33% of the samples have experience
between 6- 10 years, 27.78 % have experience between 1- 5 years, 10.19 % of the samples
have experience between 11 - 15 years, and 3.70% of the samples have experience more than
15 years.
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* Job Level: The table showed that 47.22 % of the samples are section chief, 25.00 % of the
samples are officers, 18.52 % are deputy of manager, and 9.26 % are managers.

Tablel. Frequencies and percentages for the personal variables of respondents

Factor Freq %
Accounting 61 56.48
Finance 15 13.89
Business administration 11 10.19
Specialization Management Information Systems(MI1S) 7 6.48
Other 14 12.96
High school 5 4.63
Diploma 43 39.81
Qualifications Bachelor 49 45.37
Masters 8 7.41
P.H.D 3 2.78
15 30 27.78
Y ears of experience 6-10 63 58.33
11-15 11 10.19
More than 15 4 3.70
Manager 10 9.26
Job Level Deputy Manager 20 18.52
Section Chief 51 47.22
Officer 27 25.00

12. Stability of the T ool

Stability of the tool was tested by Chronbach Alpha Coefficient test. Table (2) shows the
following:

Alphavalue for the items of the company's ability to obtain credit dimension was 0.75
Alphavalue for the items of competitiveness dimension was 0.81

Alphavalue for the items of the value of profit dimension was 0.72

Alphavalue for the items was 0.85.

All these values were >0.60 which means a stability of the tools (scatter 19).
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Table 2. Alpha Chronbach values
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Dimension Alpha

The company's ability to obtain credit 0.75

competitiveness 0.81

value of profit 0.72

All items together 0.85
13. Hypotheses

13.1 First hypothesis

There is a dtatistically significant relation between environmental disclosure and the
company's ability to obtain credit in the industrial companiesin Agaba.

Table 3 shows that with the exception of item 5, all items obtained arithmetic means > 3.00
and significance levels < 0.05, which means that all these are statistically existed. Item (1)
which measures how much the environmental disclosure is considered is the main criterion
for banks to give credit, ranked the first with a mean of 4.56. Item (4), which measures how
much the disclosure of environmental performance affects in the determination of the
required guarantees for giving a credit, was in the second rank with a mean of 4.22. The Item
(3) which measures how much the disclosure of environmental performance does not affects
in determining the required time for loans paying, was ranked last of the statistically
acceptable items with amean of 3.31. For Item 5 an arithmetic mean was < 3.00 which means
that the environmental performance does not affect in determining the profit rate on loans.

13.1.1 Test of First Hypothesis

The table shows that all grouped items have a mean of 3.77, and 0.00 p-values, which means
that this hypothesis is accepted, and that means there is a statistically significant relation
between environmental disclosure and the company's ability to obtain credit in the industrial
companiesin Agaba.
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Table 3. Arithmetic mean, standard deviations, t- value, and p-value of the company's ability
to obtain credit:
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Item Item details Mean Std. t-value P-Value
No deviation

1 The environmental disclosure is considered | 4.56 0.93 17.37 0.00
the main criterion for banks to give credit.

2 The disclosure of environmental performance | 3.94 1.04 931 0.00
affects in determining the extension of bank
credit.

3 The disclosure of environmental performance | 3.31 143 2.29 0.02
affects in determining the required time for
loans paying.

4 The disclosure of environmental performance | 4.22 0.88 14.45 0.00

affects in the determination of the
required guarantees for giving a credit.

5 The disclosure of environmental performance | 2.81 1.28 1.51- 0.14
affects in determining the profit rate on loans.

All grouped items 3.77 0.67 11.98 0.00

13.2 Second Hypothesis

There is a dtatistically significant relation between environmental disclosure and the
competitiveness of companies in the industrial companiesin Agaba.

Table 4 shows that with the exception of item 7, all items obtained arithmetic means > 3.00
and significance levels < 0.05, which means that all these are statistically existed. I1tem (10)
which measure how much the disclosure of environmental performance improves the
company’ s economic performance level, ranked the first with a mean of 4.51. Item (9) which
measure how much the disclosure of environmental performance maximizes the company's
profitability in the long term, were in the second rank with a mean of 4.21. Item (12) which
measure how much the disclosure of environmental performance increases company’s
products marketing ability, ranked last of the statistically acceptable items with a mean of
3.97. For ltem 7, the arithmetic mean was < 3.00 which means that the disclosure of
environmental performance does not lead the companies to get supports and incentives from
the government.

13.3 Test of Second Hypothesis

The table shows that all grouped items have a mean of 3.96, and 0.00 p-values, which means
this hypothesis is accepted, and this means there is a statistically significant relation between
environmental disclosure and the competitiveness of companies in the industrial companies
in Agaba.
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Table 4. Arithmetic mean, standard deviations, t-value, and p-value of the competitiveness
between companies:
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Item | Item details mean | Std. t-value | P-Value
No deviation
6 The disclosure of environmental performance provides | 4.19 | 1.05 11.78 | 0.00

different sources of funding for the company.

7 The disclosure of environmental performance leads the | 2.79 | 1.70 -1.30 | 0.20
company to get support and incentives from the government.

8 The disclosure of environmental performance decreases the | 3.97 | 0.86 11.77 | 0.00
production and marketing costsin the long term.

9 The disclosure of environmental performance maximizes the | 421 | 1.34 941 0.00
company's profitability in the long term.

10 The disclosure of environmental performance improves the | 451 | 0.69 22.72 | 0.00
company’s economic performance level.

11 The disclosure of environmental performance increases the | 4.10 | 0.80 14.38 | 0.00
company’s shares in the capital markets.

12 The disclosure of environmental performance increases | 3.97 | 1.11 9.07 0.00
company’s products marketing ability.

All grouped items 396 | 0.55 18.13 | 0.00

13.3 Third Hypothesis

There is statistically significant relation between environmental disclosure and the value of
profits for the company in the industrial companiesin Agaba.

Table 6 shows that, all items obtained arithmetic means < 3.00, which means that all these are
not statistically existed.

13.3.1 Test of Third Hypothesis

The table shows that all grouped items has a mean of 2.47,, which means that this hypothesis
is regjected, and this means statistically there is no significant relation between environmental
disclosure and the value of profits for the company in the industrial companiesin Agaba?
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Table 5. Arithmetic mean, standard deviations, t-value, and p-value of the value of profits:

Item
No

Item details

Mean

Std. deviation

t-value

P-Vaue

13

The expenses of preventing environmenta
damage caused by the company affect the profits
value.

2.23

1.04

-4.83

0.00

14

The expenses of environmental damage remedy
affect the profits value.

2.70

1.15

-1.73

0.09

15

The expenses of the remedy of the company’s
hazardous wastethat can't be reused and
recycled affect the profits value.

242

1.01

-3.79

0.00

16

The expenses of the remedy of the company’s
hazardous wastethat can be reused and
recycled affect the profits value.

2.33

1.19

-3.72

0.00

17

The expenses of employees’ insurance affect the
profits value.

2.60

114

-2.28

0.03

18

The expensesof training employees who
areinvolvedin  keeping  and transferring the
company’s hazardous materials affect the profits
value.

2.20

0.66

-8.12

0.00

19

The expenses of medical examination and
treatment for  employees  who suffer  from
occupational diseases affect the profits value.

2.65

121

-1.89

0.07

20

The expenses of the imposed fines on the
company’s as a reason for not adheringto
standards and environmental laws affect the
profits value.

2.60

1.05

-2.47

0.02

21

The expenses of the emergency plan to deal with
any unexpected accident during the production,
storage, or transferring of the hazardous
materials affect the profits value.

244

114

-3.21

0.00

22

The expenses that are related to the environmental
performance disclosure methods affect the profits
value.

249

0.96

-3.49

0.00

All grouped items

247

0.74

-4.72

0.00

289

www.macrothink.org/jmr




ISSN 1941-899X

\ Macrothi“k Journal of Management Research
A I“Stitute " 2012, Vol. 4, No. 3

14. Conclusion

1- There is statistically significant relation between environmental disclosure and the ability
of industrial companies to obtain credits from banks in Agaba. The environmental disclosure
considered the main criterion for banks to give credits, in which, this disclosure of
environmental performance effects in determining the amount of bank credits, the required
time for paying the loans, and in achieving the required guarantees for getting such a credit. It
was also determined that the environmental disclosure does not have an effect on figuring out
the profit rate of the loans.

2- There is statistically significant relation between environmental disclosure and the
competitiveness of industrial companies in Agaba. It was determined that the disclosure of
environmental performance can provide different sources of funding for industrial companies,
decrease the production and marketing costs in the long term, maximize the companies
profitability in the long term, improves the companies economically, increases the companies
shares in the capital markets, and finally increase company's abilities in marketing their
products. It was also determined that the environmental disclosure does not help those
companies to get supports and incentives from the government.

3- There is no dtatistically significant relation between environmental disclosure and the
value of profitsfor the industrial companies in Agaba.

15. Recommendations

1- The study recommends that the industrial companies in Agaba must continually provide
environmental disclosure.

2- Banks should consider the disclosure of environmental performance in determining the
profits rate on loans.

3- Industrial companies in Agaba should guide environmental performance to help in getting
support and incentives from the government.

4- When industrial companies consider the possibility of applying environmental disclosure,
they should know that there is no negative impact on the value of profits.
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