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Sustainability reporting indicators
used by oil and gas companies in
GCC countries: IPIECA guidance

approach

Yaseen Aljanadi* and Abdulsamad Alazzani

Department of Accounting and Information Systems, Qatar University, Doha, Qatar

The purpose of this article is to assess the quality of the sustainability reporting
indicators used by oil and gas companies (OGCs) in Gulf Cooperation Council (GCC)
countries. This study utilizes the International Petroleum Industry Environmental
Conservation Association (IPIECA) guidance as a new robust methodology to assess
the quality of sustainability reporting, which is considered a comprehensive
benchmark that directly relates to the oil and gas sector. This study conducts a
content analysis of the sustainability reports published by OGCs in GCC countries for
the 2016-2018 period. The results reveal that the quality of the sustainability
indicators disclosed by companies is largely unsuitable. The results also show that
companies fail to report detailed information on environmental indicators as the
most important category for OGCs. The findings demonstrate that most OGCs in
Qatar pay more attention to sustainable reporting indicators than the OGCs in other
GCC countries. This study successfully addresses many previously outstanding issues
regarding the quality of the sustainability reporting indicators used by OGCs in GCC
countries. Hence, the findings paint a clear picture of the situation so that regulators,
policymakers, and managers can correct the existing shortcomings in the quality of
sustainability reporting and promote sustainability reporting guidance best practices.

KEYWORDS

GCC countries, sustainability reporting indicators, oil and gas companies, IPIECA,
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1 Introduction

We assess the quality of the sustainability reports published by oil and gas companies
located in the oil-richest countries, namely Gulf Cooperation Council (GCC) countries. The last
decade has witnessed increasing recognition of sustainability issues among companies,
governments, and international organizations (Kolk 2003; Barkemeyer et al, 2009).
Consequently, corporations have begun competing in terms of reporting on their
sustainability practices (Kolk, 2010). A sustainability report is an institutional report
presenting the performance of the organization’s economic activities, social responsibility,
ethical culture, environmental protection, and governance performance (Heemskerk et al.,
2002). Sustainability reporting provides information to different stakeholders that can help
them make decisions. Companies need to focus on these issues not only to compete in the global
market (Kaspereit and Lopatta 2016) but also to satisfy the local community’s needs (Michelon
and Parbonetti 2012; Malik 2015; Cardoni et al., 2019). Thus, sustainability reporting can
minimize the gap between companies and the community by providing sufficient information.
Although the petroleum sector is one of the most important sectors in the current era, its
operations have serious consequences for society and the environment (Alazzani and Wan-
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Hussin 2013; George et al., 2016). Despite yielding much-needed
resources, exploiting oil and gas is a double-edged sword. On the
one hand, oil and gas are the main drivers of global development and
progress (Haderer 2013). On the other hand, each stage of their
lifecycles—including exploration, drilling, production, marketing,
and end use by consumers—has a significant impact on the
environment and society (Orazalin et al., 2019). These resources
also play important political and economic roles that affect
policymakers’ decisions. Thus, the companies that operate in this
vital industry have important environmental and social
responsibilities and face considerable local and international
pressure to produce high-quality sustainability reports (Aerts and
Cormier 2009; Fernandez-Feijoo et al., 2014).

The study is timely and concentrates on a topic that indeed
requires much attention. There is a dearth of research on Middle
East oil and gas company’s sustainability reporting and therefore, the
contribution of this study makes considering such gap areas is
tremendous. Thus, the value of this study is in tow folds. First the
focus on GCC is really important and a valuable contribution to
sustainability reporting. Second the study deconstructs the
what is the
level of sustainability reporting by OGCs among GCC countries?”.
The focus on OGCs’ sustainability reporting in GCC stems from
several reasons. First, OGCs that are members of the GCC depend

heavily on oil and gas as the main drivers of their economies. Second,

«

sustainability reports to analyze the key question,

one-third of the world’s proven oil reserves are in GCC countries
(Raouf and Luomi 2015). Third, those companies manage upstream
and downstream activities of the petroleum industry, with
approximately 77 percent of the world’s petroleum resources (Chen
2007). In addition, the OGCs hold the majority of their respective
countries’ oil reserves and are the largest producers of crude oil in the
world (Pirog 2007). For example, Saudi Arabia is the second-largest oil
producer in the world (El-Chaarani 2019).

Another motivation for assessing the sustainability reporting of
the OGCs in the GCC is that sustainability information reporting by
OGCs could differ between multinational OGCs and their national
counterparts, owing to the different priorities and interests of the
companies. For example, the first priority of national companies is to
serve the community, and thus, they pay heed to sustainability issues.
Multinational OGCs report sustainability information in order to
build and maintain their credibility, first and foremost with
shareholders and then with their other stakeholders. This is
because they face considerable pressure from international
shareholders to do so (Liu et al, 2014). By contrast, national
OGCsare motivated to first obtain credibility from within the
community they operate in and then pay heed to the demands of
other stakeholders.

We also pursue this line of research because there is a scarcity of
studies on the practices of sustainability reporting by OGCs (Lertzman
et al., 2013). Previous studies have focused on multinational OGCs or
private companies (Spangler and Pompper 2011; Alazzani and Wan-
Hussin 2013; Samuel et al., 2013; Raufflet et al., 2014) and have not
conducted critical analyses of sustainability reporting by national
OGCs, either globally or in the GCC countries. This study is also
motivated by the growing empirical literature (e.g., Frynas 2005;
Frynas 2010; Raufflet et al., 2014; Comyns and Figge 2015; Talbot
and Boiral 2015; Chaiyapa et al., 2016; Shvarts et al., 2016; Gaudencio
etal., 2018; Orazalin and Mahmood 2018) that explores sustainability
practices in OGCs. Thus, we believe that this is the first integrated
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analysis and comprehensive study of the quality of the sustainability
reporting indicators of OGCs in GCC countries and disclosure of
the same.

The GCC is an economic and political alliance of six Middle
Eastern countries: Saudi Arabia, Oman, the United Arab Emirates
(UAE), Kuwait, Qatar, and Bahrain. These countries share similar
characteristics in terms of their political regimes (monarchy), cultures
and traditions, religion (Islam), ethnicity (Arab), and even their
economies, which includes their high dependence on oil revenue
(Benbouziane and Benmar 2010). Thus, as oil and gas are among
the most important and productive exports for the GCC countries, this
study focuses mainly on the OGCs in these six countries. These
companies have been largely ignored in previous studies, likely
because most of them are not publicly listed. As researchers, we
identify the importance of addressing this issue to bridge the gap
in the research in this area.

Our key question is: What is the level of sustainability reporting by
OGCs within the GCC countries? To answer this question, we assess
the sustainability reporting of the OGCs within the GCC countries
against the guidance for sustainability reporting by OGCs provided by
the International Petroleum Industry Environmental Conservation
Association (IPIECA). We have also chosen to study the oil and gas
sector because it is a major contributor to the GCC countries’
economies. Additionally, oil and gas in the GCC countries
accounted for nearly 33 percent of the world’s proven oil reserves
in 2013 (Raouf and Luomi 2015).

This paper contributes to the literature by assessing the quality of
the sustainability reporting of the NOGCs in the GCC. We focus on
these companies in this group because their unique characteristics
differentiate them from other OGCs elsewhere. For instance, most of
these companies are large, government-owned, required to follow
specific rules and regulations, overseen by the government, and
answerable to society. In addition to the exclusive rights that they
hold to the development and exploration of oil resources within their
home countries, OGCs also can decide on their degree of participation
in specific activities. Further, in many cases, their motivations might
include maintaining energy security, economic development, job
creation, and wealth redistribution (Pirog 2007). Additionally,
sustainability reporting may differ for the OGCs, because their
stakeholders different
regarding the same (Freundlieb and Teuteberg 2013; Miska et al,
2013). Thus, OGCs have to provide sustainability reports that satisfy
their stakeholders’ interests. Such reporting is part of their sustainable

have requirements and expectations

development objectives.

Another contribution of this research is methodological. By
assessing the quality of sustainability reporting, this study goes
beyond the work of prior studies by using the IPIECA guidance to
assess the quality of sustainability reporting. We argue for and
integrate the IPIECA guidance in this study as it can provide a
comprehensive benchmark for the practices of sustainability
reporting in OGCs (Rodriguez 2019). Additionally, the consensual
agreement among three organizations (IPIECA, API, and the
International Association of Oil and Gas Producers [OGP]) creates
comprehensive guidance for sustainability reporting for these
companies. The IPIECA indicators were designed to be suitable for
measuring sustainability in the oil and gas sector. Thus, IPIECA
indicators are directly related to OGCs. Shortall et al. (2015)
indicated that selecting the appropriate sustainable indicators is a
means of measuring sustainability. We elaborate on this further in
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Section 3. Thus, we select this guidance to assess the quality of the
sustainability reporting by the OGCs in the GCC countries, and our
results show that the quality of their sustainability reporting is
moderate. We also find that the environmental indicator is the
most commonly reported factor, whereas the social and economic
indicators are the least frequently reported factors by the OGCs in the
GCC countries.

The remainder of this study is organized as follows. Section 2
presents the literature review. Section 3 describes the methodology
used in the study. Section 4 presents the descriptive results and the
discussion. Section 5 concludes the paper.

2 Literature review

Publishing a sustainability report gives companies a platform
through which to provide their stakeholders with information
about how the company addresses its strategic plans and initiatives
concerning sustainability. At a minimum, sustainability reports
should contain information about the economic, social, and
environmental aspects and performance of a company. Further,
these three aspects of sustainability reporting by necessity contain
quantitative and qualitative information (Daub 2007) and strive
toward improved effectiveness and efficiency (KPMG 2002; as cited
in Asif et al., 2013a).

Stakeholder theory, along with institutional theory and legitimacy
theory, dominates in social and environmental research (Gray et al,
19965 2009; Spence et al., 2010). In this paper, we follow this stream of
research by using a combination of strategic and institutional
legitimacy theory and stakeholder theory to assess the context in
which oil and gas companies operate (Comyns 2016). The stakeholder
perspective considers that companies issue sustainability reports as a
way of responding to stakeholder informational needs and stakeholder
pressure (Deegan and Blomquist 2006). Strategic legitimacy views the
attainment of legitimacy from a managerial perspective, arguing that
companies strategically produce reports to gain or maintain legitimacy
(Deegan, 2006). The main concept of legitimacy theory constitutes
society’s acceptance of the behaviors of the organization (Suchman,
1995).

The oil and gas sector has placed itself within the agenda of
sustainability development and reporting, particularly since the
publication of sustainability reporting guidelines like those devised
by the Global Reporting Initiative (GRI) and IPIECA. Oil and gas is
one of the key goods importing and exporting internationally.
According to the World Bank, oil and gas products are the
foremost items traded world wide, amounting to approximately
USD 2 billion in daily trades (Tordo et al., 2011). The same paper
reported that 90 percent of the world’s oil and gas reserves and
75 percent of oil and gas production are controlled by national oil
companies (NOCs). With the current trends of paying attention to
sustainability issues, governments often issue objectives, policies, and a
variety of regulations related to sustainability issues in the petroleum
sector. NOCs need to follow these policies and objectives as well as the
global initiatives and guidelines. Sometimes the choice of which
objectives and regulations to adhere to is based on the particular
objectives that policymakers want to realize and their relative priorities
(Tordo et al., 2011).

Sustainability reporting has been studied from different

perspectives. Some studies have focused on the theoretical
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background of sustainability reporting (Connelly et al., 2011; Onn
and Woodley 2014; Rezaee 2016). Other studies refer to the
development of an applicable framework for implementing
sustainability practices (e.g., Asif et al., 2013b), a methodology for
measuring the quality of sustainability reporting (Freundlieb et al.,
2014; Michelon et al,, 2015), investigating the impact of external issues
such the uncertainty of economic policy (Li and Zhong, 2020), and
supply chain sustainability goals (Ahmad W. N. K. et al,, 2016). A few
studies, such as those of Abdalla and Siti-Nabiha (2015), Chaiyapa
et al. (2016), Fragouli and Jumabayev (2015), and Orazalin et al.
(2019), have studied perceptions of factors that motivate improved
disclosure on sustainability practices, while others have assessed
sustainability reporting in different industrial sectors. Some of these
studies, such as those of Frost et al. (2005), Kolk (2008), Alonso-
Almeida et al. (2014), Ahmad and Hossain (2015), Ehnert et al. (2016),
Raucci and Tarquinio (2015), Rudari and Johnson (2015), Nobanee
and Ellili (2016), and Santos et al. (2016), have also covered the
sustainability reporting of all listed companies in different industrial
sectors. Kolk et al. (2001) analyzed these practices in the largest
companies. The current studies also, such us Li et al. (2021) which
asserted about the importance of CSR mandatory disclosure and it is
significantly impact of total productivity. Further, this study also
found mediating effect of R&D and innovation expenditures.
Another study conducted by which develop a comprehensive
corporate environmental responsibility engagement measurement,
then study this issue with the firm value as well as explore the
mediating effect of firm innovation on this relationship based on a
sample of 496 China’s A-share listed companies from 2008 to 2016.
They found negative effect on firm value, and corporate innovation
promotes firm value of firms with corporate environmental
responsibility more than firms without corporate environmental
responsibility.

A number of authors have discussed multinational OGCs’
sustainability reporting (e.g, Frynas 2005 2010; Dong and Burritt
2010; Spangler and Pompper 2011; Alazzani and Wan-Hussin 2013;
Samuel et al,, 2013; Raufflet et al., 2014). However, despite the fact that
75 percent of oil production is controlled by national OGCs, only a few
studies have analyzed the sustainability reporting practices used by these
particular companies. Examples include Lertzman et al. (2013), who
covered only one national OGC in Latin America; Eljayash et al. (2012),
who referred to environmental reporting by Middle Eastern companies;
and Kirat (2015), who covered this issue for Qatar. Notably, numerous
studies have discussed sustainability reporting for various sectors, with the
oil and gas industry being the most common. This is an indicator of the
importance of sustainability reporting by OGCs as well as their
significance in maintaining a clean environment, supporting their
communities, and enhancing their countries’ respective economies. We
will start our review for environment component as it is considered the
main factor in the sustainability report; thus, the following sub-section will
elaborate on environmental reporting.

2.1 Environmental reporting by oil and gas
companies

The first stand of this review is about environmental reporting.
This issue is the foremost investigated in the literature in this area with
regard to OGCs (Ranangen and Zobel 2014). This is natural because
issues pertaining to the environment in the oil and gas sector are
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deemed as sensitive. The energy sector, such as the oil and gas
industry, has been known to cause irreparable damage to the
environment through air pollution, ecological impacts, landform
changes, and global environmental problems (Hilson and Murck
20005 Spalding-Fecher 2003). Thus, it is important to focus on
environmental reporting. We begin this section by reviewing the
studies that have covered OGCs’ environmental reporting. Alazzani
and Wan-Hussin (2013) evaluated environmental practices in eight
multinational OGCs using the guidelines of sustainability reporting
issued in 2006 by the GRI as a benchmark. The researchers found that
OGCs exert reasonable efforts to follow the GRI guidelines regarding
the environmental indicator. Along the same lines, Kolk et al. (2001)
found that oil companies listed among the Fortune Global 250 report
more information on environmental issues when compared to other
sectors, and they focus more on climate change issues. Alciatore et al.
(2006) remarked that OGCs
environmental performance when the regulatory pressures increase

disclose more information on
and when there is a threat to the legitimacy of oil companies’
continued operation.  Eljayash et al.  (2012), evaluated
environmental disclosure by OGCs in the Middle East and North
Africa. They used an index to assess the extent and quality of
environmental disclosure. They found that there was a significant
difference in environmental reporting among the companies;
however, the level of the disclosure was low when compared with
that of developed countries.

Shvarts et al. (2016) performed an analysis of Russian OGCs’
environmental transparency and responsibility and reported a
significant difference in the level of environmental responsibility
and transparency. Dong and Burritt (2010) examined the extent
and quality of social and environmental reporting practices in the
Australian oil and gas industry against general and industry
They noted that Australian OGCs have poor
disclosures in terms of the extent of information they provide on

benchmarks.

social and environmental issues, and the companies failed to disclose
detailed information regarding the level of participation by employees
and the companies’ actual achievements with regard to the
quantification of targets and outputs. However, the researchers did
find that the companies’ disclosures on human resources-related
information was appropriate.

Greenhouse gas (GHG) emissions constitute an important
environmental indicator. The World Energy Council reported that
in 2014, energy companies alone accounted for 35 percent of global
GHG emissions (Talbot and Boiral 2015). Evaluating the quality of
GHG emissions reporting, Comyns (2016) analyzed how the pressures
of institutional organizations can influence multinational OGCs’
reporting practices on GHG emissions. She found better quality
and more extensive reporting under the EU Emissions Trading
Scheme. Along similar lines, Comyns and Figge (2015) studied the
data of Global Fortune 500 Index companies and found that their
GHG emissions reporting quality did not significantly improve
between 1998 and 2010. They also noted that the quality reporting
differed under each of the seven categories of quality, and they
attributed this result to information typology. Similarly, analyses of
GHG emissions reporting have been conducted for other companies,
including those in Brazil (Castanheira et al, 2014) and in Europe
(Liesen et al., 2015), as well as Fortune 500 companies (Talbot and
Boiral 2015). Generally, the studies remarked that GHG emissions
reporting is still not as prevalent as it should be given the pervasiveness
of OGCs’ GHG emissions generation.
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What can be drawn from presenting previous studies is that they
tried to determine the level of disclosure of environmental issues in oil
and gas companies. We believe that these studies lacking use
appropriate guidance that can be used as a benchmark to assess
environmental disclosure. Therefore, we believe that our current
study attempted to bridge this research gap, by focusing on using
the IPIECA guidance, which served very well to assess the extent of
reporting on the environmental indictor in those companies. Another
gap of these studies is the neglecting other two main indicators of
sustainability reporting, which are health and safety indicator and
social and economic indicator. So, our study addresses all the three
indicators of sustainability reporting.

2.2 Sustainability reporting by oil and gas
companies

The second strand of review deals with the studies that assess the
level of disclosure of sustainability. Several studies have assessed the
three indicators of sustainability reporting for multinational OGCs.
Most of these studies focused on the largest OGCs in the world. In the
following, we highlight two streams of research. The first is about the
methodology used in evaluating sustainability reporting and the
second stream is about the level of disclosure. The methodology
studies such as Raufflet et al. (2014) used the dichotomous method
to examine the world’s leading OGCs’ CSR practices. They found that
the extent of reporting for environmental indicators was the highest
(earning a score of 81 percent), followed by social and health and
safety information. Likewise, Roca and Searcy (2012) conducted
content analyses on 13 Canadian OGCs’ CSR reports for 2008.
Using the triple bottom line categories listed under the GRI
indicators as the benchmark. They found that funding, donations,
and GHG emissions are the most frequently reported items by the
OGCs, with the average score being 74 percent. They also found that
46 percent of the Canadian OGCs included the GRI-specified
indicators in their reports. The studies related to level of disclosure
such as; Ahmad W. N. K. W. et al. (2016) which found inconsistencies
in the sustainability information reporting among the world’s largest
OGCs. However, they did note that the majority of these companies
(60 percent) disclosed considerable amounts of environmental
information, followed by social information. Spence (2011) assessed
CSR initiatives in Mexican OGCs. He concluded that the high
reputational cost traditionally associated with paying adequate
attention to environmental and social issues has caused OGCs to
spend more on CSR activities to alleviate any negative environmental
and social effects arising from their operations.

Kirat (2015) analyzed the level of CSR in OGCs located in Qatar, a
GCC country. His results suggested that OGCs in Qatar engage in CSR
activities by focusing on the environment, sports, education, and
health, but they neglect other important activities such as labor
rights, human rights, work conditions, and anti-corruption and
anti-bribery measures. He stated that CSR is making rapid inroads
into the Qatar oil and gas industry, and these initiatives should now
rise to the next level, where the focus should be on developing—and
then institutionalizing—policies and strategies.

From the above literature, we can draw that there are essential
limitations in the methods that have been used in assessing the level of
sustainability reporting, as well as the inappropriate benchmark used.
This limitation may lead to inaccurate results. Thus, we think that the
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current study is more broadly and systematically in the way of focusing
on all OGCs in GCC countries using IPIECA guidance, and applied
more advance method, three levels of disclosure (0,1, and 2).

3 Methodology

To answer the research question and achieve the objective of the
study, which is assessing the quality of sustainability reporting in
OGCs, we first describe the sustainability reporting index used in this
paper. Several organizations around the world have issued
sustainability reporting guidelines at the international level,
including the GRI (2002, 2006, 2013), industry-specific reporting
guidelines (e.g., API, 2004; IPIECA, 2011), and the GHG Protocol
(WRI and WBCSD, 2004).

One standardized sustainability reporting framework is the Oil
and Gas Industry Guidance on Voluntary Sustainability Reporting
published by IPIECA. It was issued jointly with the APT and the OGP.
This guidance was updated in 2011 and 2015. According to the first set
of IPIECA guidelines published in 2002, the objective of IPIECA is to
provide globally consistent and accepted sustainability reporting
guidance. This sustainability reporting framework is globally
recognized as the most widely used tool for OGCs because it is
considered to be a framework that includes indicators, standard
disclosures, reporting protocols, and principles that are directly
related to the oil and gas sector. IPIECA is the only global
guidance involving both upstream and downstream
(Petraglia 2011). IPIECA guidance also is applicable to integrated

sectors

companies such as national OGCs that have a full value chain. Most
national OGCs are integrated companies because they are involved in
upstream and downstream segments (Spangler and Pompper 2011).
Furthermore, the IPIECA guidance also includes specifications for the
oil and gas sector, while the GRI framework may be applied to
different industrial sectors (Murphy et al., 2016). IPIECA intends
to assist the oil and gas industry by developing, sharing, and
promoting appropriate practices in and knowledge of sustainability
reporting. Additionally, the United Nations Environment Programme
(UNEP) promotes the use of IPIECA’s guidelines. The UNEP uses it as
a communication channel to disseminate best practices in
sustainability reporting. In other words, it is important to note that
sustainability reporting initiatives receive support from the UN
(Jenkins and Yakovleva 2006; Jones et al., 2007; Boasson 2009;
Emeseh 2009; Tuodolo 2009).

The latest edition of this guidance developed by IPIECA was
published in 2015 and consists of three main indicators: the
environment; health and safety; and social and economic issues.
Each of these indicators includes several sub-indicators and items,
comprising a total of 34 items in the guidance. The first refers to the
environment, which comprises three sub-indicators: climate
change and energy, ecosystem services, and local environmental
impact. The second is health and safety, which is subdivided into
three sub-indicators: health and environmental risks; workforce
protection; and process safety and asset integrity. The last refers to
social and economic issues, which comprises five sub-indicators:
community and society, human rights, local content, business
ethics and transparency, and labor practices. This study uses the
2015 edition of IPIECA’s reporting guidelines to assess the quality
of the sustainability reporting conducted by OGCs in the GCC
countries.
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Voluntary reporting, such sustainability reporting, is assessed
using different methodologies. Some studies have conducted
content analyses of CSR performance by using the dichotomous
method, which takes the value of 1 if the item is present and
0 otherwise. Examples include the work of Cooke (1989), Meeck
et al. (1995), and Asif et al. (2013a). While studies such as those
carried out by Deegan and Gordon (1996) and Haniffa and Cooke
(2005) have conducted content analyses using sentences and words,
others, such as those by Arcay and Vazquez (2005) and Eng and Mak
(2003), have assigned points to each item of the index based on the
importance of that item to the users. The content of the information in
the report alone is not a sufficient condition to assess its quality and
extensiveness (Toms 2002). Assessing quality reporting could be based
on the nature and meaning of reporting in addition to the
stakeholders’ messages (Tregidga et al., 2012). Thus, measuring the
quantitative and qualitative aspects of the information gives an idea of
the quality and extensiveness of the report (Hossain et al.,, 2005).
Hrasky (2012) noted that companies that rely more on charts and
graphs in their sustainability reports convey more information on
their actual impacts and accomplishments.

The qualitative and quantitative reporting assessed in prior studies
used different methods. Cheng and Courtenay (2006) used the
dichotomous method for examining the qualitative and quantitative
information. Likewise, Beck et al. (2010) assessed the quality reporting
by using the content and the volume of the information along with
classifying the items into categories and subcategories, while Clarkson
et al. (2008), Clarkson et al. (2013), and Plumlee et al. (2015) evaluated
the quality of environmental reporting by examining the type and
nature of the information. The type of information was classified into
soft or hard (quantitative or qualitative), while the nature of the
information was categorized as positive, neutral, or negative. Another
study conducted by Michelon et al. (2015) assessed the quality of CSR
reporting using three dimensions: information content, types of tools
used to describe the information, and managerial orientation.

A variety of studies have examined the quality of reporting via
different levels of measured qualitative and quantitative information.
For example, Al-Janadi et al. (2012) used three levels; Darrell and
Schwartz (1997), Guthrie et al. (1999), and Cormier and Magnan
(1999) referred to four levels; Van Staden and Hooks (2007) applied
five levels; and Gamble et al. (1996) and Raar (2002) used seven levels.
Hassan (2010) suggested that using a ranking system with too many
points could diminish the measurement’s reliability, as increasing the
number of points raises the chances of subjective judgments of
measurement.

Therefore, our study uses three levels of disclosure (2, 1, and 0) to
ensure the measurement tool’s reliability. Level 2 is assigned to an item
if the company discloses common items and supplemental items with
qualitative or quantitative information for that item supported by
graphics, charts, or tables based on the guidance. Level 1 is assigned to
an item if the organization discloses only some of the common items
with quantitative or qualitative information, and level 0 is assigned to
an item if that item is not disclosed. Level 2 is assigned if the company
provide details about the item, not only general but also the firms
provide either details or quantity measurement. We do content
analyses by reading the report carefully and look for every item
according to the guidelines, then we scored base on the above
criteria, not disclosing we score 0, general disclosure we score 1,
and detail disclosure we score 2. The sustainability index score for each
company is calculated according to the company’s average score over
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TABLE 1 Sustainability reporting Quality based on companies.
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Country Company name Level (%) Scores
Kuwait Kuwait Petroleum International (Q8) 50 34 out of 68
Kuwait Kuwait National Petroleum Co. (KNPC) 49 33
Kuwait EQUATE Petrochemical Company (EQUATE) 38 26
Bahrain Gulf Petrochemical Industries Company (GPIC) 54 37
Qatar Qatar Fuel Co. (WOQOD) 35 24
Qatar Gulf Drilling International (GDI) 44 30
Qatar Qatar Liquefied Gas Co. (QAT GAS) 69 47
Qatar QAPCO 62 42
Qatar QAFAC 65 44
Qatar QCHEM 54 37
Saudi Arabia SAHARA 50 34
Saudi Arabia SABIC 58 39
Saudi Arabia FARABI 49 33
Oman PDO 46 31
UAE DANA GAS 52 35
UAE PETRO RABIH 47 32
UAE DOLPHIN 59 40
Average score 52
Maximum Score (%) 69
Minimum Score (%) 35

3 years. Thus, the total score of the 34 items of the index is 68 (34*2). If
a company scores 68, it means that it reported 100 percent of all items
in the index. ((68/68) *100), while, if a company score for example 45,
it will obtained 66.18 percent ((45/68) * 100). This method of
disclosure overcomes the shortcomings of the dichotomous method
due to the ignorance of the extent to which each item was disclosed
because it gives a score of 1 if the item is disclosed and 0 otherwise.
Additionally, our chosen method avoids the weaknesses of other
methods that assess the information disclosure of the items by
sentences or words. In such methods, if the selected words are
repeated frequently, the effectiveness of the quality reporting suffers.

We opt to analyze the sustainability reports for a period of 3 years
from 2016 to 2018. We select this period to ensure that the most recent
edition (the 2015 edition) of IPIECA’s guidelines can be applied.
Initially, all 51 OGCs in the GCC countries were to be considered for
this research. However, the study omits 34 companies from the sample
owing to the unavailability of their sustainability reports for the study
period. Thus, the final sample selection in this study consists of
17 OGCs that published at least one sustainability report during
the study period. The 17 OGCs include three companies from
Kuwait, one from Bahrain, six from Qatar, three from Saudi
Arabia, and three from the UAE. The
information of five companies was collected also by external
researcher to make the accuracy of the findings and contributes to

one from Oman,

the validation of the result.
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4 Results and discussion

This section describes the results of this study assessing the quality
of sustainability reporting for OGCs in the GCC countries.

Table 1 summarizes the descriptive statistics for the sustainability
reports across companies and countries. The overall average score
based on the IPIECA 2015 guidelines for the entire sample of OGC
reports is 35 (52 percent). This means that the OGCs in GCC countries
disclosed moderate information about their sustainability practices.
This can be compared with the findings of prior studies on
international OGCs, such as the work of Raufflet et al. (2014) and
Ahmad W. N. K. W. et al. (2016), which noted that world-class OGCs
report sufficient CSR information, with an average of more than
80 percent. Other studies have found low levels of disclosure. For
example, Orazalin and Mahmood (2018) found that Russian OGCs
report a low level of sustainability disclosure, with an average of
20 percent, whereas Gaudencio et al. (2018) found that Brazilian
OGCs scored 41 percent on their sustainability reporting.

Table 1, Panel A, provides information on the quality of
companies’ sustainability reporting. The results show that the QAT
GAS company obtained the highest score 47 (69 percent), followed by
QAFAC, which scored 44 (65 percent). However, EQUATE scored the
lowest score 26 (38 percent). One explanation for such a low score is
that this company is not involved in the full streams of segments.
Comparing the results of the GCC countries shows that the OGCs in
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TABLE 2 Sustainability reporting score for OGCs based on items.

ltems

10.3389/fenvs.2023.1069152

Environmental indicators 44%
Climate Change and Energy 46.50%
El Greenhouse gas emissions 66%
E2 Energy use 60%
E3 Alternative energy sources 22%
E4 Flared gas 38%
Biodiversity Ecosystem Services 36%
E5 Biodiversity and ecosystem services 36%
Water 49%
E6 Fresh water 54%
E7 Discharges to water 44%
Local Environmental Impact 45%
E8 Other air emissions 44%
E9 Spills to the environment 42%
E10 Waste 92%
Ell Decommissioning 0.02
Health and Safety Indicators 67.22%
Workforce Protection 72.67%
HS1 Workforce participation 64%
HS2 Workforce health 68%
HS3 Occupational injury and illness incidents 86%
Product Safety, Health, and Environmental Risks 63%
HS4 Product stewardship 63%
Process Safety and Asset Integrity 66%
HS5 Process safety 66%
Social and Economic Indicators 49.73%
Community and Society 54.50%
SE1 Local community impact and engagement 78%
SE2 Indigenous peoples 58%
SE3 Involuntary resettlement 0%
SE4 Social investment 82%
Local Content 68.67%
SE5 Local content practices 62%
SE6 Local hiring practices 78%
SE7 Local procurement and supplier development 66%
Human Rights 37%
SE8 Human rights due diligence 40%
SE9 Human rights and suppliers 38%
SE10 Security and human rights 34%
Business Ethics and Transparency 26.50%
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TABLE 2 (Continued) Sustainability reporting score for OGCs based on items.

10.3389/fenvs.2023.1069152

Items

SE11 Preventing corruption 44%
SE12 Preventing corruption involving business partners 26%
SE13 Transparency of payments to host governments 22%
SE14 Public advocacy and lobbying 14%

Labor Practices 62%
SE15 Workforce diversity and inclusion 72%
SE16 Workforce engagement 58%
SE17 Workforce training and development 88%
SE18 Non-retaliation and grievance system 30%

Qatar tend to disclose the highest level of information on their
sustainability practices, with an average score of 56 percent,
followed by the OGC in Bahrain (54 percent). Kuwaiti companies
scored the lowest average score (45.60 percent). Comparing the results
from one company to another shows that there is a significant
variation in the sustainability reporting. For example, in Kuwait,
Q8 scored 50 percent, while EQUATE scored only 38 percent. This
result is supported by the findings of Shvarts et al. (2016), who found a
significant difference in the environmental reporting done by Russian
OGCs. Another explanation for the variation in reporting levels may
be that certain countries actively promote sustainability reporting
whereas others do not.

The sustainability reports of the OGCs in the UAE show varied
scores. For instance, DOLPHIN obtained a score of 59 percent,
whereas PETRO RABIH obtained 47 percent. The average scores
in other countries, such Kuwait and Saudi Arabia, also show varied
scores. This study includes only one company from Oman, PDO,
which is the country’s main government-owned petroleum company.
The results show that PDO scored 46 percent, which is considered low
when compared to some of the companies from Qatar, Kuwait, and
the UAE. Among the Saudi petroleum companies, three companies
provided sustainability reports during our study period, with an
average score of 52 percent. It is noted that the largest oil and gas
company in the world, which is Saudi ARAMCO, did not disclose a
sustainability report in the 3-year study period, which means that the
government in Saudi Arabia might not encourage OGCs to provide
information on their sustainability practices.

Table 1, provides information on the quality of the countries’
sustainability reporting. In general, the total score of the reporting
across countries shows that there is not much significant variation in
their practices. However, Qatar ranked first with an average of
55 percent (37 scores), followed by Bahrain with 54 percent. Oman
and Kuwait ranked the lowest with 46 percent. On the one hand, the
insignificant differences might be attributed to the six countries’
shared characteristics, such as their institutional settings, corporate
cultures, and dependence on oil revenues. On the other hand, Qatar’s
ranking might indicate that its OGCs are more committed to
sustainability reporting. For example, the four pillars of Qatar’s
National Vision 2030 relate to sustainability. They are: human
development, economic development, environmental development,
and social development. These pillars are also considered to be the
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core elements of sustainability reporting. Accordingly, the Qatar
established
development, such as one under the Ministry of Environment in 2013.

government various centers for sustainability

Table 2 summarizes the results pertaining to the three main
sections on sustainability reporting. To gain a better understanding,
we analyze the subcategories mentioned previously: environmental
indicators, health and safety indicators, and social and economic
indicators. The requirements for providing information on these
subcategories depend on the varying degree of practicing OGCs to
the quality of sustainability reporting. We find that OGCs in GCC
countries report the least information on the environment
(43.50 percent), followed by social and economic information
(49 percent). The highest percentage is observed for the health and
safety information subcategory (66 percent). This result is consistent
with the study of Orazalin et al. (2019), which found that oil and gas
companies in Russia report more economic information than
environmental information. This result implies that OGCs in GCC
countries fail to pay attention to the most important indicator of
sustainability in OGCs, which is the environment. This result is
consistent with the study of Dong and Burritt (2010), which
reported that OGCs in Australia poorly disseminate detailed
information on environmental and social issues. The lowest score
for environment-related information, despite the sensitivity of the
industry to environmental issues, reveals that OGCs in GCC countries
may not focus on the implementation of environmental initiatives and
may not be willing to disclose the relevant information due to the lack
of pressure from stakeholders and consumers. This interpretation is
supported by the belief that stakeholder pressure is reflected in high
levels of sustainability information reporting (Cowen et al, 1987
Raucciand Tarquinio 2015). Another implication of the results may be
that OGCs report more on government-regulated items, such as waste
and GHG emissions, and report minimal information on items that
face no regulatory oversight, such as ecosystem services, alternative
energy sources, and flared gas.

Comparing the average score of the environmental sections with
prior studies reveals that there are differences from one study to
another. These differences are based on the methodology of
assessment used, the economic development of the countries, the
existence of regulation, the size of the company, and the company type
(local or multinational/government-owned or private). For example,
Orazalin et al’s (2019) study found that the average score of the
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environmental section in Russian OGCs is 20.83 percent, while
Raufflet et al. (2014) found that the average score of the
environmental indicator in international oil and gas companies is
81 percent. Another study conducted by Guenther et al. (2007) found
that the
19 international OGCs is 42 percent. The results of most prior
studies on environmental reporting are low and consistent with the

average score of environmental information for

results of the current study, with the exception of the results of Raufflet
et al’s (2014) study, which contradicted those of our own. However,
this contradiction might be due to the sample selection differences. For
example, their study selected international OGC companies which
were evaluated as A+ by the GRI in 2011, which means that they
selected the highest level of international OGCs in terms of their
sustainability practices.

Delving more deeply into the items included within the
find that oil into the
environment, with a score of 41 percent, tends to be one of the

environmental indicator, we spills
most underreported items by OGCs. This result is consistent with the
finding of Shvarts et al. (2016), who found that only 3 out of 19 OGCs
in Russia report on oil spill contingency plans. Spilling oil and any
other fluids into the environment during the operational transport of
oil and gas causes environmental pollution and affects sensitive
ecosystems and people’s livelihoods (Pereira and Mudge 2004;
Orbell et al,, 2007). Thus, OGCs must be vigilant to prevent spills
and report on the quantity of oil or any other fluid spilled into the
environment, as well as the impact and response action for that spill.
The result also shows that flared gas is one of the least frequently
reported items by OGCs, with a score of 38 percent. This means that
most of the companies do not report sufficient information on the
hydrocarbon gases flared into the atmosphere from their operations.
This low level of reporting on oil spills and flared gas may due to the
absence of government regulation in GCC countries. This argument is
supported by Spence (2011), who stated that the failure of
governments to implement regulations on the environment is one
of the main factors contributing to OGCs’ harm to the environment.
In his report on flaring, Gervet (2007) stated that GCC countries emit
high levels of flared gases despite having made progress in decreasing
the amount of flared gases. Some countries, such as Qatar, have made
significant strides toward reducing flared gases due to commitment
from the highest level of government to improving the country’s
environmental impact management (Rozhkova 2011). This is an
achievement unique to Qatar, and it has proven challenging to
replicate elsewhere.

With regard to the health and safety indicators, the results in
Table 2 show that this section scored the highest, with an overall score
of 66 percent. This result is consistent with the findings of Raufflet
et al. (2014), Dong and Burritt (2010), and Cardoni et al. (2019), who
found higher levels of reporting information on health and safety
when compared with other sections of sustainability reports. We assess
the individual health and safety items and find that the most frequently
reported item by the OGCs is occupational injury and illness incidents,
with a score of 86 percent, whereas the least frequently reported item is
product stewardship, with a score of 63 percent. This result indicates
that OGCs pay considerable attention to and are more concerned with
programs on workforce health, likely owing to the high degree of
danger associated with these companies’ operations, and due to the
challenging locations of OGCs’ operations, there is a high risk to
human safety (Murphy et al, 2017). Thus, this high risk leads
international organizations that are interested in human rights to
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focus on the nature of health and safety in these companies. Therefore,
OGCs try to report more information on health and safety in order to
avoid criticism and prevent the threat of boycotts and media
campaigns from these international organizations.

The results for the reporting on social and economic items show a
low score of 49 percent. The OGCs in GCC countries earn the lowest
score on involuntary resettlement (0 percent), followed by public
advocacy and lobbying (14 percent). This result is consistent with the
findings of Cardoni et al. (2019). The lowest scoring subsection in the
social and economic category is business ethics and transparency, with
an average score of 26 percent. This low score indicates that most of
the OGCs are government-owned companies, and there is no
regulation requiring these companies to report information on
preventing corruption or on the transparency of their payments to
the government. Another explanation is that OGCs in GCC countries
may be indifferent to the interests of society because most of them are
national companies and their operations are local. This explanation is
supported by Murphy et al’s (2017) argument that international
OGCs look out for the best interests of the societies in the foreign
countries in which they work due to the nature of their operations in
diverse communities and remote regions.

5 Conclusion and policy implications

This study’s objective was to assess and understand the quality of
sustainability reporting among OGCs in GCC countries. By assessing
the quality of sustainability reports using the IPIECA guidelines, the
results highlight that the quality of the sustainability reporting is
moderate, with an average score of 35 (52 percent). We also find that
reports on most environmental indicators, such as ecosystem services,
climate change and energy, and local environmental impact, are
lacking and show a low degree of reporting quality, followed by the
social and economic indicators. However, this study finds that the
quality of reporting varies from one company to another. For example,
Qatar Gas Company scored 69 percent on the quality of its
sustainability reporting, whereas EQUATE scored the lowest at
38 percent.

Business ethics and anti-corruption programs are important for
companies to enhance their transparency and sustainability. The
results show that the OGCs provided poor quality information on
their business ethics and transparency. This low level of disclosure
may be due to the lack of transparency regulations and anti-corruption
policies and procedures in these countries. This finding is supported
by Frynas (2010), who observed that the world’s leading OGCs have a
poor track record on reporting issues related to anti-corruption. Thus,
it is advisable for GCC governments to issue regulations that
encourage OGCs to create and implement anti-corruption policies.

The findings of the study conclude that there is a moderate level of
awareness about the quality of sustainability reporting among OGCs
in GCC countries and the catalytic role of sustainability reporting in
providing a clear picture of their social, economic, and environmental
performances. Furthermore, efficient sustainability reporting is vital in
the decision-making process, especially in OGCs (Morhardt et al.,
2002; Ramos et al., 2013). The findings also provide insight into the
practice of sustainability reporting among OGCs. The first insight is
that OGCs do not pay considerable attention to environmental issues
in their sustainability reports despite the industry’s environmental
sensitivity. The second is that while OGCs are concerned to some
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extent with health and safety, they are not particularly concerned with
social and economic issues, which indicates the failure of these
companies to consider the best interests of the communities in
which they work.

This study provide further implication related sustainable
development in oil and gas companies. This sector is the main
component of the economies of the countries of the region. Thus,
these countries added in their visions the sustainability development as
the main pillar of their visions. Even though, the energy has a positive
role in the development of this region. However, the combustion of
fossil energy sources deteriorates the environmental quality by
increasing carbon and ecological footprint. Thus, this study provided
implication by helping these countries to mitigating the ecological effect
and suggesting to enhance the energy efficiency strategies.

In conclusion, this article contributes to the literature by assessing the
level of sustainability reporting among OGCs in GCC countries, which is a
topic that has been largely ignored in previous studies. This study has
implications for policymakers, regulators, and company management in
the GCC countries, in that it is crucial for the companies to improve their
sustainability reporting practices, particularly in the areas of risk
management for product safety, health and environmental risks, spills
into the environment, and corruption prevention. Moreover, the low level
of reporting for some important sustainability elements, such as spills of
oil or other materials into the environment—which have the potential to
pollute not only bodies of water but also to harm human, bird, and aquatic
life—and human rights have important implications for government
authorities. Furthermore, of the 51 OGCs in the GCC countries, only
17 companies issued sustainability reports during our study period. Thus,
these countries’ governments need to issue regulations both requiring and
encouraging OGCs to report and adopt sustainability reporting best
practices. However, given that our paper is based on an analysis of the
available sustainability reports of only 17 OGCs in a 3-year period, our
conclusions should be considered as preliminary.

Our findings on the practices of sustainability reporting in the
energy sector leads us to conclude that sustainability reporting still
needs to improve in order to meet best practices. More academic work
is required to bridge the gaps between sustainability policy and
practice in the energy industry. This is especially true of the OGCs
because of the dearth of studies in this area. The endorsement and
implementation of mandatory regulations may also play an essential
role in enhancing the quality of sustainability disclosure.

Several interesting topics related to sustainability reporting in oil
and gas offer potential avenues of study for future research. For example,
the analysis of sustainability reporting can be extended to include other
countries in the Middle East and North Africa in order to make a more
complete comparison of differences in politics, government, culture, and
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