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CHAPTER 1 

INTRODUCTION  

1.1. INTRODUCTION  

Environment is increasingly becoming a fundamental concern in the set-up of the society, 

economy and ecology in today’s world. Luo (2017) added that global warming and the impending 

influence of the ecological accidents has increased the awareness of the society with respect to a 

quality environment. Businesses consider the maintenance and development of the quality of 

environment as a huge issue (Alrazi, de Villiers and Van Staden, 2016). Luo (2017) also supported 

this statement and highlighted that companies across the world are more and more concerned with 

the issues that are related to the environment. Along similar lines, G and Kabra (2017) argued that 

most companies globally have now identified environment as an asset which need to be managed. 

The disclosure of environmental information has started since 1970s which has been expanded in 

1990s (Luo, 2017). This research paper hereby deals with particular objective. To that effect, it is 

worth highlighting the key areas of concern of this chapter. This chapter starts with a background 

of study whereby the findings of the previous studies and researches are focused on the impact of 

corporate governance principles on environmental disclosure are outlined and presented. Building 

on this, this chapter also presents the importance of carrying out this study based on the 

environmental concern. The objectives pertaining to the aim of carrying out this research are listed 

followed by the problem statement. The contribution and the research outline of this study is 

eventually focused on.  

1.2. BACKGROUND OF STUDY 

With reference to the research paper of Luo (2017), corporate governance reporting of which 

environmental disclosure is part of is not perceived as a new phenomenon. Conversely, Pahuja 

(2009) underlined that environmental reporting within the corporate annual reports has increased 

the interest of various researchers. 

According to Adams (2004) there is a number of researches that have acknowledged the factors 

which are related to the environmental disclosures. In the same view, the researchers highlighted 

that the factors were mostly focused on the characteristics of the firm for example, the type of 



industry, the size of the organization, the foreign relationship, leverage, profitability, age of the 

organization, ownership status, environmental certification and as well as stock exchange. Based 

on the research of Kathy Rao, Tilt and Lester (2012), the researchers have investigated the 

association between the level of environmental disclosures and the corporate governance 

attributes. Building on this, the study of Chan, Watson and Woodliff (2013) focused on the 

relationship between corporate governance variable and corporate environmental reporting from a 

sample of 140 listed companies in countries such as Spain, Sweden, Norway and Finland. The 

main corporate governance variables which the researchers use involve board size and ownership 

concentration. The results therefore revealed that the relationship between the variables vary owing 

to the different corporate governance in these different countries. Another research provided by 

Pahuja (2009), investigated the impact of board composition and the different types of ownership 

structure on voluntary disclosure using a sample of 158 companies in Singapore. The results 

therefore revealed that significant government ownership and lower managerial ownership are 

related with an increased in disclosure. However, the results also revealed that block holder 

ownership is not associate with the disclosure practices. In the same line, Rao, Tilt and Lester 

(2012), pointed out that an increase in outside directors can significantly decrease the corporate 

disclosure.  

The researchers Pahuja (2009) have investigate the impact of the variables of corporate governance 

on environmental disclose by using the annual report of 43 companies in Kenya. The research 

therefore identifies that there is a positive relationship on environmental disclosure and the 

variables of corporate governance such as foreign ownership. Chan, Watson and Woodliff (2013) 

investigated the relationship of the variables of corporate governance and environmental disclosure 

by using a sample of 243 companies in Malaysia. The researchers wanted to determine if board 

size, management ownership and board independence have any relationship with the 

environmental disclosure of the organizations. Based on the findings of the researchers, it is 

revealed that only the variable board size has a significant relationship with environmental 

reporting.  

 

 



1.3. SIGNIFICANCE OF STUDY 

The significance of carrying out this research is attributed to the determinants or variables of 

corporate governance which are expected to explain their relationship with environment 

disclosure. The determinants of corporate governance which are considered for conducting this 

research are (1) board size, (2) board independence, (3) board diversity and (4) director ownership. 

This results and the findings of this research will be important to the officials who seek to make 

the disclosure of corporate governance information obligatory in annual reports. It is worth 

pointing out that there are limited the studies and researches which are based on disclosing the 

environment and the type of data which is disclosed. Through this particular research, will 

therefore provide the regulators the main determinants which are required to look at for disclosing 

the environment based on the second principle of corporate governance. This research and its 

findings will be beneficial for the regulars as they can take the determinants of corporate 

governance into consideration when implementing new requirements. This research can also act 

as a guideline to the official enabling them to be make some changes in the existing policies if 

required. Owing to the fact that Mauritius rely much on investors, this research and its findings 

will also provide information on the trends and extent of the disclosures which is certainly a matter 

of interest to the investors.  

 


