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Abstract

The increased activities of oil companies around the world have contributed to increasing environmental concern
over the past few years. The international oil corporations have a significant role in shaping global politics and
economics. Therefore, there has been a global trend to increase environmental awareness in the international
companies, especially oil companies in order to better manage natural resources and reduce environmental
pollution as a result of the exploitation of natural resources. Arab oil exporting countries are not immune from
the global calls for the protection of the environment and especially the Arab countries’ rich oil and gas
resources.

This study seeks to examine the quantity and quality of environmental disclosure in the oil companies in the
Arab oil exporters. 174 annual reports of 58 national companies were surveyed for the years 2008, 2009, and
2010. Content analysis was applied in this study in order to study the environmental disclosure. The word count
was used to measure the amount of environmental disclosure in the annual reports whereas environmental
disclosure index was used to measure the quality of disclosure in the oil companies. Results of the study indicate
differences in environmental disclosure between the countries of Arab Petroleum Exporting Countries, but
overall, environmental disclosure in the Arab oil countries is still low compared with other oil companies in
developed countries.

Keywords: environmental disclosure, Middle East and North Africa, Countries of Arab Petroleum Exporting,
Annual Reports, oil and gas firms, Word Count and Disclosure Index

1. Introduction

Petroleum industry has become the main industry in many economies of countries over the world. However,
environment surroundings of the petroleum industry have become threatened by oil pollution. The Land or
marine environment faces many the environmental risks as a result oil pollution from petroleum industry. In
recent decades, the oil industry has developing included all oil operations in land or seas and oceans alike.
Pulsipher et al. (2001) state that there are at least 6,500 oil platforms located in the Gulf of Mexico. In addition,
many oil tankers roam the seas and oceans. On the other hand, there are many oil pipelines buried in the ground
for the transfer of points and its derivatives. Moreover, the refineries are spread along the coast of many
countries, especially in the oil producing countries. All this contributed to the increase in environmental risk as a
result of oil incidents which cause environmental Catastrophes. For example, the oil spill resulting from the
explosion in one of the oil platforms owned by BP, leading to leakage of large quantities of crude oil caused oil
pollution of the marine environment in the Gulf of Mexico in 2010, as well as the oil spill incident in the oil
tanker Exxon in 1989. In addition, the oil spill occurred in the Arab Gulf during the Gulf War II.

The occurrence of environmental incidents as a result of activities of companies, including oil companies, have
contributed to the increase of environmental awareness in many countries over the world, especially developed
countries. In this context, much legislation has been enacted in many developed countries in order to protect the
environment. Additionally, environmental organizations have played a significant role in Protection of the
environment in many developed countries through the exercise of pressures on firms in order to limit
corporations' activities affecting the environment. Moreover, the companies themselves have contributed to the
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increase of environmental awareness through increased disclosure of environmental information in annual
reports. (Kamal) found that the amount of environmental disclosure has increased in the oil companies after the
oil tanker Exxon incident. However, over the past years, attention on the environmental disclosure has been
confined to the companies of developed countries such as the USA, the UK, Japan, Australia, Canada, and the
countries of the European Union, while the developing countries suffer from environmental disclosure practices
in corporations.

Countries in the Arab region are still suffering from few research studies in the field of accounting studies,
especially studies addressing environmental disclosure in companies. Although the Arab countries have oil
wealth and control approximately 77% of global oil reserves, these countries are classified within developing
countries. The oil wealth of many Arab countries contributed to the establishment of the Organization of Arab
Petroleum Exporting Countries in 1968, which includes in its membership Saudi Arabia, Libya, Kuwait, Qatar,
UAE, Bahrain, Egypt, Algeria, Tunisia, Syria and Iraq. Therefore, this study seeks to examine the quantity and
quality of environmental disclosure in domestic oil companies in OAPEC through examining the annual reports
of companies for the years 2008, 2009 and 2010.

2. Middle East and North Africa (MENA)
2.1 Overview of Arab World

The Arab world contains 2 regions, divided into the continents of Asia and Africa. Arab countries in Asia are 12
namely Saudi Arabia, Kuwait, Yemen, Bahrain, UAE, Iraq, Syria, Lebanon, Palestine, Qatar, Bahrain, Oman and
Jordan, while 10 countries are located in Africa namely Egypt, Libya, Tunisia, Algeria, Morocco, Mauritania,
Sudan, Djibouti, Somalia and Comoros (Findly 2003). The area of Arab world is estimated at 14,291,469 km?
whereas the population of Arab homeland is 338,621,469, according to estimates by 2007 (Agency 2009). The
most important natural resources of the Arab world are oil and gas. Therefore, some oil countries established oil
Organization named the Organization of Arab Petroleum Exporting Countries, namely Saudi Arabia, Libya, Iraq,
Syria, Bahrain, Algeria, Tunisia, Egypt, UAE, Qatar and Kuwait. In addition, the Saudi Arabia, Libya, Algeria,
Qatar, UAE, Iraq and Kuwait are members of Organisation Petroleum Exporting Countries (OPEC).

2.2 Petroleum Industry in Middle East and North Africa (MENA)

The lifeblood of the planet Earth is the energy which assists to expanding the global economy over the world.
Since the discovery of oil, the main resource of energy over the world is oil and gas. Therefore, since few last
decades, oil and gas industry has become global industry. The operations related to this industry are conducted in
every corner of the globe, in addition to many other industries which depend on petroleum products. However,
as a result of the conflict on acquisition of natural resources between developed countries and producing
countries, international oil companies seek to acquire investment opportunities in oil countries. Nevertheless, it is
worth noting that many national firms become have a greater role in the global oil industry especially in
Oil-producing countries such as countries of the Middle East and North Africa (Findly 2003; Jahamani 2003).

In recent years, the world has been aware that oil is still the real source of energy in the world. According to
(OPEC, 2011), the world has global proven reserves estimated at almost 1,193 billion barrels. The share of
national oil companies of these reserves is estimated at 88.33%, while 18.67% of reserves are controlled by
international corporations. For this reason, many national companies seek to re-evaluate their strategies in line
with the evolution of the global oil industry in order to obtain advanced positions in the oil industry which was
under the control of international companies for a long period of time. It should be noted, according to Oil and
Gas Journal (2012), that among the 20 largest oil companies in the world there are 14 national companies,
including 10 national companies owned by the governments of countries in the Middle East and North Africa.
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Figure 1.

The Middle East and North Africa (MEAN) is a centre of oil industry in the world. Two-thirds of members in the
Organization of Petroleum Exporting Countries (OPEC) are from the Middle East and Africa. Thus, Countries of
Arab Petroleum Exporting dominate the 57% of the world's oil reserves (OAPEC, 2011), where proportion is
distributed across the Arab countries as follows; Saudi Arabia 22.2%, Iraq 12%, Kuwait 8.5%, UAE 8.2%, Libya
3.9%, Qatar 2.1% and Algeria 1.0%, in addition to Syria 0.18%, Egypt 0.36%, Tunisia 0.03% and Bahrain 0.01%
which are not members of OPEC (but they are members of OAPEC). Furthermore, Oil experts estimate that the
countries of the Middle East have the highest rate for a reserve to production (R/P) estimated 80 years, while
Libya has the highest rate in Africa, 60 years, where R/P means The Reserves-to-production ratio and indicates
to the remaining amount of a non-renewable resource.

Table 1. Proven crude oil reserves in OAPEC 2006-2010

country 2006 2007 2008 2009 2010
UAE 97.9 97.9 97.9 97.9 97.9
Bahrain 0.1 0.1 0.1 0.1 0.1
Tunisia 0.4 0.4 0.4 0.4 0.4
Algeria 12.2 12.2 12.2 12.2 12.2
Saudi 264.3 264.2 264.1 264.6 264.5
Syria 3 2.3 23 2.3 2.3
Iraq 115 115 115 115 143.1
Qatar 26.2 25.1 254 254 254
Kuwait 101.5 101.5 101.5 101.5 101.5
Libya 41.5 43.7 433 46.42 47.1
Egypt 3.7 39 42 44 4.5
OAPEC 665.6 666.1 667.2 670.1 698.9
OPEC 935.8 948.1 950.5 952.5 996.1
Total World 1151.6 1170.8 1169.1 1148.1 1232.3
% OAPEC to OPEC 0.71126 0.70256 0.70195 0.70352 0.70164
% OAPEC to world 0.57798 0.56893 0.5707 0.58366 0.56715

Source: annual report 2011, OAPEC

With respect to the production of oil, the Arab countries exporting oil provides about 27% of global production
of oil, which is almost 72 million barrel in 2010 (Table 2). Daily production of crude oil exporting Arab countries
for oil is 19.5 million barrels in 2010. Saudi has largest amount of oil production among MENA almost 8 million
barrel day (OAPEC, 2011). However, the amount of production in general declined from 21.563 million barrel in
2006 to 19.773 million barrels in 2010.
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Table 2. Crude oil production in OAPEC 2006-2010

Country 2006 2007 2008 2009 2010
UAE 2568 2529 2572.2 2241.6 2323.8

Bahrain 183.3 184.3 1822 182.4 181.1

Tunisia 96.5 70 85 82 81.7
Algeria 1426 1398 1356 1216 1189.8
Saudi 9208 8978.6 8532 3184 8165.6

Syria 377.1 370 390 375.1 387

Iraq 1952.2 2035.2 2280.5 2336.2 2358.1

Qatar 802.9 845.7 842.8 733 733.4
Kuwait 2644.5 2574.5 2676 2261.6 2312.1

Libya 1751.2 1673.9 1721.5 1473.9 1486.6

Egypt 554 562 528.2 564.3 554.3
OAPEC 21563.7 212212 21166.4 19650.1 197735
OPEC 31841.6 313422 31570.3 28927.1 29830
Total World 80651.3 85606.3 84049.2 70908.6 72365.5
% OAPEC to World 0.26737 0.24789 0.25183 027712 0.27324
% OAPEC to OPEC 0.67722 0.67708 0.67045 0.6793 0.66287

Source: annual report 2011, OAPEC

In contrast, in respect of natural gas, less than half of world's natural gas reserves exist in MENA and produce
about 17 percent of the world gas production. The proven natural gas in OAPEC estimated 53157 billion meter
cubic. In 2010, Qatar has largest natural gas reserves which estimated at approximately 47% of total OAPEC
reserves. The most important is that the natural gas reserves of Arab Petroleum Exporting Countries have
increased by more than 112% for the year 2006 (Table 3). This increase in gas reserves has enabled some
countries of the Arab world such as Qatar and Saudi to occupy an advanced position in the world regarding

proven natural gas reserves where they are third and fourth respectively after Russia and Iran.

Table 3. Proven natural gas in OAPEC 2006-2010

Country 2006 2007 2008 2009 2010
UAE 6040 6072 6091 6091 6091
Bahrain 92 92 92 92 92
Tunisia 64 55 65 65 65
Algeria 4504 4504 4504 4504 4504
Saudi 7153 7305 7570 7920 8016
Syria 290 290 285 285 285
Iraq 3170 3170 3170 3170 3158
Qatar 25636 25636 25466 25366 25201
Kuwait 1780 1784 1784 1784 1784
Libya 1420 1540 1540 1549 1495
Egypt 1910 2024 2152 2186 2466
OAPEC 25059 52472 52719 53012 53157
OPEC 86747 87140 90290 90669 94292
Total World 178320 172939 176362 188254 191893
% OAPEC to world 0.14053 0.30341 0.29892 0.2816 0.27701
% OAPEC to OPEC 0.28887 0.60216 0.58389 0.58468 0.56375

Source: annual report 2011, OAPEC

In the beginning of the second decade of the third millennium, the Arab world has witnessed popular uprisings
against power regimes. These popular uprisings represent a historic turning point in Arab region. Because the
Arab world represents economic importance, these events have economic impact on the region first and on the
whole world in a second phase (Ratner & Nerurkar 2011). These implications become clear on the oil markets.
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Ratner and Nerurkar (2011) state that Arab spring has impact on economies of countries, reflecting in large part
on global oil markets. The oil price had witnessed the sharp run-up as well as in the pattern of oil production. For
example, oil revenues in countries of Arab Petroleum Exporting except Libya and Yemen have seen growth
contrary to oil-importing countries had slower growth. On this basis, the expected growth of some oil-exporting
countries increased from 5.1% in 2010 to 6.5% in 2011 accompanied by increase in levels of oil production. On
the other hand, the political turmoil has effected on the Arab countries’ imported oil where Real GDP growth
slumped from an average of 4.4% in 2010 to be -0.5% in 2011.

3. Environmental Disclosure in Developed Countries and Developing Countries

Environmental issues and problems arising from the environmental activities of companies have been paid
attention to by the societies of the developed countries more than developing communities in the past few
decades. The accounting studies that addressed environmental issues have focused on developed countries such
as the UK, the USA, Australia, Japan, Canada and European Union. Growing interest in environmental issues by
companies in developed countries has contributed to increase in the amount of environmental information in
annual reports of companies. Mitchell et al. (2006) state that the amount of environmental information has
witnessed increase in annual reports Furthermore, many corporations started to issue voluntary independent
environmental reports in the annual report.

In North America, the United States and Canada, attention to environmental accounting has witnessed a boom in
growth over recent decades. U.S. companies are given special attention to the environment in terms of showing
the environmental impacts on the commercial activities in public and private sectors and try to reverse these
effects in the annual reports (Aerts et al. 2008). In addition, governments and professional organizations in North
America have played a significant role to encourage companies to increase disclosure. In 1993, a workshop had
been organized with the participation of a group of experts, academics, businessmen, professional organizations,
and non-profit organizations in order to develop an action plan to encourage and motivate businesses to fully
understand the importance of environmental accounting, including environmental costs and how to make
decisions according to it (Hopwood 2009; Sawani 2009). Furthermore, Kraft (2011) reported that environmental
information disclosure has emerged in the United States since 1980s and environmental performance varies
widely among the fifty states in USA

In the UK Campbell (2004) indicated in his study which covered 27 years from 1974 to 2000 that the amount of
disclosure in companies has increased over time where all companies have paid attention to the level of
disclosure since the late 1980 (See figure 2). Moreover, Hasseldine et al. (2005) concluded in their research on
UK. firms, that disclosure is not directly related to the quality of actual performance in order to disclose
environmental information. Further, another study which included firms in the U.K. showed that the rate of
environmental information disclosed increased among UK companies (Brammer & Pavelin 2004, 2006, 2008).
On the other hand, Brammer and Pavelin (2006) examined the voluntary environmental disclosures made by a
sample of large UK companies during 2000. The findings indicated that the quality of disclosures is positively
associated with firm size and corporate environmental impact. Furthermore, Salama et al. (2012) proved that
UK firms have paid a large attention to amount of environmental information by his study that included 169
firms in 1999. Findings show that 138 (out of 169) companies disclosed environmental sentences which is 81%.

Mean environmental disclosure volumes
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Figure 2. Mean environmental disclosure volumes in U.K firms
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D. Campbell / The British Accounting Review 36 (2004, p.111)

Similarly with studies conducted in other European countries, Portuguese companies have witnessed an early
response to corporate environmental reporting practices since 1990s. da Silva Monteiro and Aibar-Guzman
(2010) concluded that the extent of environmental disclosure has increased as well as the number of Portuguese
companies that disclose environmental information, although the level of environmental information disclosed is
low in a study of 109 large firms operating in Portugal during the period 2002-04. Moreover, German
corporations also have positive environmental and social disclosure where the companies from “polluting
industries” tend to have higher levels of environmental disclosure (Gamerschlag et al. 2011). Halme and Huse
(1997) studied environmental reporting in Scandinavian countries namely Sweden, Finland, and Norway. In their
study, the authors investigated the relationship between corporate environmental reporting in annual reports and
corporate governance, industry and country variables in 140 larger corporations. They concluded that corporate
environmental reporting is linked with industry.

In an Australian context, the attitudes of all sections of society such as investors, employee, and
environmentalists towards the environment, contributes to increases of environmental awareness. Tilt (2001a)
states that “Over the past twenty or so years interest in the relationship between business and the environment
has grown dramatically, mirroring the increasing importance of the environment to broader society”. Interest in
environmental disclosure in Australian context has witnessed increase significantly in companies disclosing
during the period 1980 to 1991(Deegan & Rankin 2009). In addition, increase in environmental reporting
included governments beside corporations, Lynch (2007) found that environmental reporting in Australian state
governments departments had increased during a five year period from 200 to 2005. It is relevant to point out
that use of separate environmental reports has increased and there is suggestion to change in the direction of
environmental disclosure research (Cowan & Gadenne 2005; Tilt 2001b). A recent study by Rao et al. (2012) on
100 Australian firms listed on the Australian Stock Exchange, concluded that environmental reporting in
Australia is associated with positive Corporate Governance attributes and 96 firms out of 100 had some level of
environmental reporting.

In Japan, Stanwick and Stanwick (2006) examined the environmental disclosure in Japanese corporations during
the period 1997 and 2005. This study which covered 30 firms indicated that all companies have increase in
environmental disclosure during years of study. In addition, highest level of environmental disclosure was in
consumer product firms, whereas heavy manufacturing firms registered lowest level of environmental disclosure.
Moreover, Hirayama et al. (2001) said that a foreign environmental guideline contributed to increase
environmental disclosure in Japan year by year. In the context, the authors concluded that number of companies
which presented environmental reports have increased year by year where companies which published
environmental reports increased from 236 companies in 2000 to 297 companies in 2001.

4. Environmental Disclosure in MENA

The social and environmental research in Arab countries is still scarce compared with the rest of the world,
including the rest of the developing countries. O’Connor (2006) reported that published studies according to the
regions of the world indicated that the Middle East is the lowest among the regions of the world in published
studies that deal with environmental issues (see figure 3). However, during current decade some attempts have
been conducted in Arab countries to attempt fill a gap in accounting literature in regarding to environmental
issues.
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Figure 3. Country of Origin of Published Studies (O’Connor, 2006:16)
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In Middle East and North Africa, Jahamani (2003) studied annual reports of Jordanian firms and UAE firms in
1998. The finding indicated the existence of 9 and 11 companies only presenting environmental disclosures in
annual reports out of 86 and 94 surveyed firms in Jordan and UAE respectively. In another study conducted in
Qatar, Al-Khater and Naser (2003) examine different aspects of corporate social responsibility disclosure by
perceptions of various user groups. They concluded that the inclusion of corporate social and environmental
disclosure in annual reports would reflect social responsibility to the public as well as companies that seek to
justify their existence within the society, by highlighting the social responsibility of the company in their reports.
Thereby supporting the results of the low level of disclosure in companies in the developing world, including
companies in the Arab region, the results of a study presented on environmental reporting in the UAE companies
by Jahamani (2003) showed that only 12 percent of the companies in the UAE issued environmental reports. The
results of the low level of disclosure in companies in the developing world include companies in the Arab region.
In Libya, Ahmad (2004) provided study on environmental disclosure conducted in 18 companies from major
industrial companies in Libya indicated that there was no evidence of environmental disclosure in annual reports
of industrial companies in Libya.

Kamla (2007) conducted study in nine of the Arab Middle East countries which examined the volume, quality
and nature of social reporting practices in the annual reports of 68 companies from nine Arab Middle East
countries. The finding indicated that only 10 companies, 15% of the sample, provided some form of
environmental information. In addition, most disclosed information related to employee issues. In other study
conducted in Egyptian context, Rizk et al. (2008) studied corporate social and environmental reporting practices
of Egyptian corporate entities. Findings of the study indicate a significant variation regarding social and
environmental disclosure practices in 60 companies operating in industrial segments. The researchers also
mentioned that reviews of disclosure practices in different parts of the world are always welcome and are
arguably somewhat limited in developing countries.

Furthermore, Hossain and Hammami (2009) and Naser et al. (2006) conducted studies in Qatar regarding
environmental disclosure including companies listed in Doha Securities Market. These studies concluded that
there are variations in corporate social disclosure in the sampled Qatari companies. It is also indicated that
disclosure is associated with firm size measured by the firm’s market capitalization, business risk measured by
leverage and corporate growth. In addition, the findings indicate that age, size, complexity, and assets-in-place
are significant and other variable (profitability) is insignificant in explaining the level of voluntary disclosure.

During 2010, study conducted by Elsayed and Hoque (2010) found that 55 firms out of 100 Egyptian
corporations provided environmental information. In Saudi Arabia, Al-Gamrh (2010) concluded that the level of
disclosure in the annual reports of 93 companies surveyed is very low. Results of the study refer to only one
company which disclosed all items of disclosure (the study included 25 items of environmental and social
disclosure) while there are 13 companies which did not record any disclosure items. In 2011, Al-Janadi et al.
(2011) examined annual reports for the available financial years 2006 and 2007 in Saudi Arabia and the UAE.
They prove that the level of voluntary disclosure is low with an average of approximately 36 per cent for the
whole sample of companies. Voluntary disclosure was found to be lacking for most of the items of social and
environmental information. In addition, the results of Ahmad and Mousa (2011) research confirmed the notion
that a little improvement in corporate environmental disclosure occurred in Libya between 2001 and 2007
compared with a study conducted during 1998 and 2000.

Furthermore, In Jordan, Islam (2011) examined the level of environmental disclosure in Jordanian firms using a
sample of 60 companies in the manufacturing and service sectors. Results find that 85% of the companies
disclose some social and environmental information. Islam (2011) commented on the results of his studies as
improved as compared to other studies conducted on Jordanian companies such as (Al-Khadash 2003) which
concluded that 26% of the companies covered in the study were known to release environmental information. As
well the study of Jahamani (2003) who found that 10 percent of out of 86 Jordanian firms presented
environmental reports as part of their annual reports in study which examined the extent, awareness and level of
environmental responsibility of Jordanian companies.

Two studies were conducted in Tunisian context during 2011, Gana and Dakhlaoui (2011) concluded that the
average disclosure score has slightly improved over the years of study. This finding was concluded from study
conducted on 36 Tunisian firms over the period 2000 to 2005. Belhaj and Damak-Ayadi (2011) examined
environmental disclosure in 31 Tunisian firms and related it to financial performance and environmental
performance in 2007. The findings indicated that the mean disclosure score is 9.77 and firms from industries
with higher sensitivity to the environment tend to provide more environmental disclosure than firms from less
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environmentally sensitive industries. It is worth noting that out of 500 largest Tunisian firms; only 53 have
published environmental information in their annual reports or in their websites (Belhaj & Damak-Ayadi 2011).

During 2012, it has been witnessed some attempts of some researchers in order to add some studies dealing with
environmental issues. For example, Ismail and Ibrahim (2012) found that 85% of the Jordanian companies
disclose some environmental information where the sample included 60 companies in the manufacturing and
service sectors. As well, Bayoud et al. (2012) found for annual reports 60% of companies from different sectors
disclose four categories “employee disclosure; community involvement disclosure; consumer disclosure;
environmental disclosure” of corporate social responsibility (CSR) whereas 5% of companies do not present
CSR information in their annual reports. However, the trend towards environmental disclosure for companies in
MENA refers to an increase in the number of companies that disclose environmental information.

5. Study Method

This study investigates the extent and content of environmental disclosure in annual reports of local oil and gas
corporations operating in Arab oil countries. Content analysis used word count in order to measure quantity
environmental disclosure and disclosure index in order to measure quality environmental disclosure in corporate
annual reports issued in 2008, 2009 and 2010. It is worth noting that these methods have been used by many
researchers in their studies to examine environmental disclosure. Along similar lines, Cowan and Gadenne
(2005), Mahadeo et al. (2011) and Suttipun (2011, 2012) who have used word as a unit of measurement in
content analysis to determine level of environmental disclosure in annual reports. Thereby supporting the study
to use word count, Campbell (2004) justified use of words as a unit of measurement, because it provides a
greater amount of detailed description. Moreover, the application of words in business research allows the
analysis to be more precise and defined upon identification of the subject matter being sought (Ahmad 2004). In
next part of measurement, the quality of environmental disclosure has applied the environmental disclosure
index. This measurement technique derived from content analysis (Al-Tuwaijri et al. 2004). Many studies have
adopted this technique in measuring the quality of disclosure, such as (Ahulu et al. 2010; Al-Khadash 2003;
Buniamin et al. 2011).

Based on previous studies by Burritt (1982), (Wiseman 1982), (Deegan & Gordon 1996), and Hackston and
Milne (1996), there are 16 items that can be used in this study to categorise environmental information in annual
reports. Therefore, in order to measure the quality of environmental disclosure of items, this study assigns the
greatest weight (+3) to monetary disclosures related to the environmental items, and assigns the next highest
weight (+2) to quantitative. Finally, general disclosure receives the lowest weight (+1). Firms that do not
disclose information for a given indicator receive a score of zero for that item. Thus, a total score of each
company equal 48 score. In other word, the highest quality of environmental disclosure is 48 while the lowest
quality is zero.

The data needed for this study were collected from the annual reports of each of the companies sampled. The
sample in present study included 100 oil and gas companies operating within the Group of Arab Petroleum
Exporting Countries. This group is composed of 11 Arab countries exporting oil are Saudi Arabia, Kuwait, Qatar,
UAE, Bahrain, Iraq, Syria, Egypt, Libya, Tunisia and Algeria. Syrian and Iraqi companies were excluded from
the study due to the current security conditions in Syria and the lack of data for Iraqi companies. Oil and gas
companies registered in the Oil Ministry in each country have produced their 2008, 2009 and 2010 annual
reports, whether in Arabic or English, and were obtained from websites of the companies or from visits to the
company's offices.

6. Findings

6.1 Descriptive Analysis

This section provides a brief overview of some of the general facts and characteristics that were identified in
respect to this study. Discussion concentrates on two aspects: - response rates, countries breakdown. Based on

the details outlined in the following two sections it is worth noting that most of the firms surveyed are
representative of the total of oil industry in each country.

6.2 Response Rate

This study sought to examine the annual reports for 2008, 2009 and 2010 of 58 oil and gas companies. A table 4
illustrates number of target companies in Arab Petroleum Exporting Countries (APECs). They also present
number of companies that meet the conditions of a sample in this study. Table 4 focuses on the national
companies operating in APECs. It can be noted that Algeria had the lowest rate of the number of companies that
met the requirements of study (28.57%). The number of companies targeted was 5 companies, whereas there
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were only two companies which provide annual reports according to the conditions in this study. In contrast, the
United Arab Emirates had the highest percentage of companies that met the conditions of the study. The
percentage of these companies is 67%. It is interesting to point out that although Arab Emirates has the highest
percentage of firms in the sample in this study Saudi Arabia had the largest number sample. The actual number
is 9 Saudi companies.

Table 4. Response rate of National oil and gas corporations In Arab Petroleum Exporting Countries

Number of target companies number of selected companies Response rate-precenting (%)
Algeria 7 2 28.57
Bahrain 9 3 33.33
Egypt 8 5 55
Kuwait 12 6 50
Libya 5 55.56
Oman 7 3 42.86
Qatar 11 7 63.64
Saudi Arabia 16 9 56.25
Tunisia 6 3 50
United Arab Emirates 12 8 66.67
Total 100 51 51

In general, to derive a final score for percentage of the sample study, it can be said that the percentage of
companies that meet the conditions in this study for national companies were 57%. In comparison with other
studies which have used the annual reports, it is of paramount importance to point out that response rate of this
study is similar to the response rates in other studies. Momin (2006, p. 199) for example responded rate of 27%
where his study was in one nation. Although the proportion of the sample in his study were 68%, Cowan
considered that sample size of twenty-five was appropriate for an Australian study where Cowan (2007, p. 105)
states that “when considered in comparison to other published Australian studies”. Zunker (2011, p. 116)
examined the annual reports for 649 companies out of 970 targeted company, where the percentage of the
sample was 68%.

6.3 General Descriptive Statistics of Environmental Disclosures

Through review of annual reports of organisations surveyed in this research study, it can be noted that companies
that disclosed at least one item of environmental information in annual reports had increased during study period
2008, 2009 and 2010. Table 5 summarizes companies surveyed and corporations that disclosed at least one item
in their annual report. To regarding national companies, it can be argued that total companies had increased
significantly from 2008 to 2010 by almost 50%. In 2008, number of companies was 23 firms whereas it was 43
companies in 2010. Therefore, it can said that percentage of national oil and gas firms that disclosed at least one
item has increased over three years from 45.09% in 2008 into 84.31% in 2010. In contrast, international
companies witnessed a relative increase in companies that disclosed at least one item. While the number of
companies was 89 per 2008 by 90%, the number of companies in 2010 reached 98 companies increased by
100%.

Table 5. Number and percentage of national companies with environmental disclosures

2008 2009 2010
Total companies 51 51 51
Disclosers 23 33 43
Percent (%) 45.09% 64.70% 84.31%

In general, it can be observed from the following figure that national oil and gas firms have witnessed increase in
the number of corporations that disclose at least one item of environmental information in their annual reports.
Through a review of corporations and environmental disclosure items referred to in Table 11, it can extract the
number of companies; whether national companies that have provided at least one item of environmental
disclosure are shown in tables 6. This table contain countries and number of companies surveyed of each country
as well as number of companies which provided at least one item for the years 2008, 2009 and 2010, and in
addition the percentage for each country. Table 6 focuses on national oil companies in countries of Arab
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Petroleum Exporting (CAPE). Overall, it is interesting to point out that number of companies that provided at
least one item have increased during 2008 and 2010, where it was 23 in 2008 and 43 in 2010. The percentage
of increase from 2008 to 2010 was almost 85%.

In terms of raw numbers, in 2008, companies in Algeria and Tunisia had not disclosed any item in their annual
reports. However, in 2010, although they had lowest number of companies surveyed, they had 33% of
companies that provided at least one item of environmental disclosure. In contrast, Qatar, Saudi Arabia and UAE
had a highest percentage of number of companies that provided at least one item in their annual reports which
was 100%. Therefore, it can be said that during 2010 there were 43 companies presented in their annual reports
with at least one item of environmental disclosure items of 51 companies surveyed. All Saudi companies that
were surveyed provided in their annual reports at least one item whereas there were 7 Saudi corporations which
provided at least one item in 2008.

Table 6. National Breakdown of EDPs for NOGCs

Number No Companies %) No Companies %) No Companies %)
Country firms Reporting at least One Reporting at least One Reporting at least One
2008 2009 2010
surveyed EDPs 2008 EDPs 2009 EDPs 2010
Algeria 3 0 0.00% 1 33.33% 1 33.33%
Bahrain 4 1 25.00% 2 50.00% 2 50.00%
Egypt 4 1 25.00% 2 50.00% 3 75.00%
Kuwait 6 3 50.00% 4 66.67% 5 83.33%
Libya 6 1 16.67% 2 33.33% 4 66.67%
Qatar 8 5 62.50% 7 87.50% 7 87.50%
Saudi 9 7 77.78% 9 100.00% 9 100.00%
Tunisia 3 0 0.00% 1 33.33% 1 33.33%
UAE 9 6 66.67% 8 88.89% 8 88.89%
Total 52 22 42.31% 31 59.62% 40 76.92%

Environmental disclosure practices in countries surveyed which provided at least one item in their annual reports
shows that percentage of companies was similar to other studies national or international. Differences in the
results as a percentage between this study and other studies covering other regions of the world are not
substantial. Therefore, review of the results of previous studies on disclosure of environmental in many countries
across the world and comparison with the results of this study set out in table 7 shows growth in most countries
of the study whether the Arab oil-exporting or developed countries that have companies operating in the oil
sector in the Arab oil-exporting.

6.4 Quantity and Quality of Environmental Disclosure

With respect to the quantity and quality of disclosure made by companies in their annual reports, it can conclude
that the amount of disclosure in general has increased during the study period. As mentioned before, word
counting is used to evaluate the quantity of corporate environmental disclosures whereas environmental
disclosure index is used to measure the quality of disclosure.

6.4.1 The Quantity of Corporate Environmental Disclosures

Table 7. Descriptive Statistics of Environmental Disclosure Word Counts for National Companies

year Minimum Maximum Mean Standard Deviation
2008 0 182 89.1111 63.8934
2009 0 262 130.3333 88.1377
2010 0 288 154.3333 87.2153

Table 7 shows descriptive statistics of environmental disclosure word counts for national corporations
respectively. With respect to national oil and gas during a period study, the amount of environmental disclosures
had increased significantly from 0 in 2008 to 288 words in 2010 where the average quantity of environmental
disclosure had increased almost 73 percent from 2008 to 2010.
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On the other hand, in order to obtain the differences in disclosure between countries, it is important to examine
the amount of disclosure in annual reports of organisations for each country. This study was based on word count
to examine environmental disclosure contained in the annual reports of oil and gas corporations in order to
measure the amount of disclosure. The following table 8 summarizes the information on amount of disclosure
word count for NOGCs in Arab oil countries.

Table 8. Amount of disclosure word count in Arab oil countries

No. Word average of word at
Years . Percentage of Word Count (%) **
Companies count each firm *
2008 0 0 0 0
Algeria 2009 1 36 36 3.01
2010 2 66 33 4.75
2008 1 32 32 4.55
Bahrain 2009 2 59 29.5 4.92
2010 2 62 31 4.46
2008 1 32 32 4.55
Egypt 2009 2 66 33 5.51
2010 3 115 38.33 8.27
2008 3 65 21.67 9.25
Kuwait 2009 4 97 24.25 8.1
2010 5 129 25.8 9.28
2008 1 22 22 3.13
Libya 2009 2 46 23 3.84
2010 4 71 17.75 5.11
2008 5 175 35 24.89
Qatar 2009 7 235 33.57 19.62
2010 7 238 34 17.12
2008 7 220 31.43 31.29
Saudi 2009 9 297 33 24.79
2010 9 326 36.22 23.45
2008 0 0 0 0
Tunisia 2009 1 26 26 2.17
2010 1 27 27 1.94
2008 6 157 26.17 22.33
UAE 2009 8 336 42 28.05
2010 8 356 44.5 25.61

* Average of word at each firm equals words count divided on number of companies for each year.
** Percentage of Word Count equals words count divided on total words for each year

As shown in Table 8, it can be concluded that national companies in the OPAEC presented environmental
disclosure information in their annual reports. This disclosure varies from year to year and from one country to
another. Generally, Arab Emirates and Saudi Arabia had the highest amount of disclosure in annual reports
amounting to 356 words and 326 words respectively. This is consistent with study of Al-Janadi et al. (2011) who
concluded that the level of disclosure in the UAE companies is larger than Saudi companies. In contrast, the
lowest amount of words in the annual reports are 22 and 26 words for Libyan and Tunisian companies
respectively, if excluded 2008 for Algerian and Tunisian companies due to there being no companies which
disclosed at least one item of the environmental disclosure items. The extracted finding from Libya companies is
compatible with Nasr’s studies (2004, 2011) who concluded that Libyan firms did not present any information
related to environment in their annual report in 2004 whereas the result in 2011 indicted that environmental
disclosure had been improved. As for the Tunisian companies, the level of disclosure is similar to the level of
disclosure in the study of Belhaj and Damak-Ayadi (2011) which showed that the highest level of disclosure in
the 31 Tunisian companies is to 23. Moreover, it also can be noted that the quantity of disclosure has grown in
all the national companies in OPAEC. UAE companies have showed biggest increase in the amount of disclosure
which was 199 words from 2008 to 2010, while Tunisia recorded a lesser increase in the amount of disclosure
which was 27 words. However, the percentage of the number of words shows a substantial difference between

211



www.ccsenet.org/ijef International Journal of Economics and Finance Vol. 4, No. 10; 2012

the Arab countries. Largest proportion was for Saudi Arabia in 2008 at 31.29% of the total number of words
disclosed in the annual reports for 2008. In 2009, the largest proportion was 28.05% for the United Arab
Emirates. In 2010, although UAE had a largest percentage, it had decreased from 28.05% in 2009 into 25.61% in
2010. On the other hand, countries such as Libya, Tunisia, Algeria, and Bahrain had low rates which did not
exceed approximately 5%.

6.4.2 The Quality of Corporate Environmental Disclosures

Table 9 shows that the quality of disclosure has increased over the three years of study. The average was 19 in
2008 and it increased in 2010 to 26.66 in national corporations. In relation to international companies, the
increase in the average quality of disclosure was very modest during the years of study. However, in spite the
modest increase, it was higher than the national companies..

Table 9. Descriptive Statistics of Environmental Disclosure Index for national Companies

Year Minimum Maximum Mean Standard Deviation
2008 9 34 19 8.7321
2009 15 34 24.1111 7.737
2010 16 37 26.6667 6.6144

Table 10 summarises a quality of environmental disclosure using environmental disclosure index for national.
Measuring the quality of disclosure for each country in this study relied on the following: If the disclosure in the
annual report disclosure is monetary, item scored as 3, but if the disclosure is quantitative, the score of disclosure
to be 2. Finally, the score is 1 in case disclosure of information is qualitative. The final score for each country is
a collection of scores of all companies surveyed from that country. Regarding NOGCs, from table 10, the highest
score was 37 for Qatar firms in 2010 whereas the lowest score was 8 for Tunisian firms in 2009 if excluded years
2008 and 2009 for Algerian and Tunisian corporations. Overall, in spite of the fact that the quality of
environmental disclosure for IOGCs is higher in some countries than others, the quality of environmental
disclosure had increased for all countries over three years.

Table 10. Quality of disclosure by EDindex in Arab countries

country years No. . Environmental Index average of Index at each firm Percentage of Index (%)
Companies
2008 0 0 0 0
Algeria 2009 2 17 8.5 7.56
2010 2 16 8 6.43
2008 3 10 3.33 6.17
Bahrain 2009 3 20 6.67 8.89
2010 3 23 7.67 9.24
2008 4 14 35 8.64
Egypt 2009 4 19 4.75 8.44
2010 4 26 6.5 10.44
2008 6 16 2.67 9.88
Kuwait 2009 6 22 3.67 9.78
2010 6 26 433 10.44
2008 5 14 2.8 8.64
Libya 2009 5 15 3 6.67
2010 5 21 42 8.43
2008 7 34 4.86 20.99
Qatar 2009 7 34 4.86 15.11
2010 7 37 5.29 14.86
2008 9 27 3 16.67
Saudi 2009 9 34 3.78 15.11
2010 9 33 3.67 13.25
2008 0 0 0 0
Tunisia 2009 1 8 8 3.56
2010 1 9 9 3.61
2008 8 28 3.5 17.28
UAE 2009 8 34 4.25 15.11
2010 8 33 4.13 13.25
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6.5 Items of Environmental Disclosure in Oil and Gas Companies

Previous research that addressed the environmental disclosure sought to examine many of the items. However,
this study relied on previous studies in determining the items of disclosure and adopted the items described in the
table 12 which would give a broader dimension of environmental disclosure in companies. In particularly,
environmentally sensitive companies include companies operating in the petroleum industry. Previous studies
have shown that items such as environmental policy, environmental management and environmental spending
are among the more common disclosure items in annual reports (Suttipun & Stanton 2012). Table 11 illustrates
the disclosure for each item of disclosure items. It can be noted that most companies gave great importance to
Education and Training item where it scored the highest disclosure over the three years followed by
environmental management and risk management. On the other hand, the items of Environmental Cost
Accounting and Environmental awards were not disclosed in the annual reports of any companies covered in this
study.

Table 11. Items of environmental disclosures in annual reports

ltems 2008 2009 2010 percentage of percentage of percentage of
2008 2009 2010
Education and Training 825 969 1212 14.24 14.58 13.73
Environmental management 768 813 901 13.26 12.24 10.21
Risk management 663 727 830 11.45 10.94 9.4
environmental accidents 501 514 844 8.65 7.74 9.56
Wastes 486 558 754 8.39 8.4 8.54
Environmental Policy 482 622 805 8.32 9.36 9.12
Litigation about Environmental Issues 412 476 599 7.11 7.16 6.79
Land Rehabilitation and Remediation 340 416 494 5.87 6.26 5.6
sustainable development reporting 337 420 491 5.82 6.32 5.56
Air Emission 295 369 480 5.09 5.55 5.44
Spill 245 273 847 423 4.11 9.6
Environmental Auditing 180 206 208 3.11 3.1 2.36
Water Effluent 157 173 216 2.71 2.6 2.45
Environmental Spending and Activities 101 108 145 1.74 1.63 1.64
Awards 0 0 0 0 0 0
Environmental Cost Accounting 0 0 0 0 0 0
Total 5792 6644 8826

The table 11 displayed the important items disclosed in annual reports of oil and gas corporations. It is worth
noting that most of firms have paid attention to some of the items without the other. From the table 12, it can be
seen that the Education and Training, Environmental management and Spill were disclosed in the annual reports
of companies more than other items over three years. Regarding 2010, Education and Training was reported in
1212 words in annual reports of companies included in the study sample followed by both Environmental
management and Spill with 901 and 847 words respectively. In 2009 and 2008, the largest number of disclosed
words were Education and Training, Environmental management and Risk management which reported 969, 813
and 727 respectively in 2009 whereas they reported 825, 768 and 663 words in 2008. It is relevant to point out
that the number of times to disclose item spill increased significantly in 2010. This increase was due to the spill
incident which occurred from oil platforms owned by BP in the Gulf of Mexico. In other hand, items such as
Awards and Environmental Cost Accounting were not disclosed in annual reports by any corporation over the
study period. Quantity vs. quality of environmental disclosure

To derive a final score for each country, table 12 displays comparison of environmental disclosure in accordance
with the quantity and quality of disclosure in order to show the picture as complete. Most previous studies in the
literature concerning the disclosure of environmental accounting that dealt with the countries in this study did
not address a comparison between the amount of disclosure and quality of disclosure. This study is one of the
first studies that make this comparison in order to fill gaps in previous studies.
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Table 12. Environmental disclosure index and word counts for Arab oil Countries

2008 2009 2010
environmental word environmental word environmental
::)irndt dis.closure count dis.closure count dis'closure
index index index
Algeria 0 0 36 17 66 16
Bahrain 32 10 59 20 62 23
Egypt 32 14 66 19 115 26
Kuwait 65 16 97 22 129 26
Libya 22 14 46 15 71 21
Qatar 175 34 235 34 238 37
Saudi 220 27 297 34 326 33
Tunisia 0 0 26 8 27 9
UAE 157 28 336 34 356 33

7. Conclosion

In conclusion, this study intended to give an overview of variations in the environmental disclosure practices
between national oil and gas corporations which are operating in OPAEC. To derive a final score, analysis of
environmental disclosure practices across OPAEC was undertaken at three different levels. The initial findings
indicate that number of oil and gas surveyed companies which made environmental disclosures in their annual
reports has increased over period study. However, this study concludes that environmental reporting practice in
Arab oil countries is still low. Furthermore, in spite a general increase in environmental disclosures by oil and
gas corporations during the period 2008 to 2010 in terms of both the quantity and the quality of disclosure,
differences were noted regarding the number of companies from each country providing at least one
environmental disclosure, an addition to the themes being reported and the amount of disclosure in annual
reports. Moreover, the analysis shows that the extent of environmental disclosure practices vary between
companies according to country. It is interesting to point out that there was a big gap in the level of
environmental disclosures across sample companies. It has to be recognized that some national oil and gas
corporations (Qatar, Saudi Arabia, and UAE) had provided a quality of environmental disclosure superior to
similar corporations in other countries.

This study was conducted under several limitations. Most of the petroleum activities in Arab oil countries are
under the control of main national oil company and affiliated to the government. Consequently, many other local
companies play a secondary role in the oil industry. In addition, many of the local oil companies do not provide
annual reports on their websites. Moreover, only three years of data is considered in the current study. Hence, it
would be interesting to conduct a longitudinal study on more than three years which may help to trace the trend
of environmental disclosure.

However, this study sets the first step for future research which focuses on the oil sector in Arab countries. These
results showed a difference in disclosure between the Arab countries. Therefore, this paper contributes to the
literature which examine reasons for the difference of environmental disclosure between oil companies as well as
it contributes to the comparisons with international oil companies.
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