DETERMINANTS OF GREEN ACCOUNTING PRACTICES
AMONG THE BANKING ENTITIES IN SRI LANKA

By
BATHALAWATHTHE GEDARA BUDDHINI NUWANTHIKA
GUNAWARDHANA

EU/S/2015/COM/23
COM 1903

0

Project Report
Library - EUSL

The Project Report

Submitted to the Faculty of Commerce and Management, Eastern University Sri
Lanka as a partial fulfillment of the requirement of the Degree of Bachelor of,

Commerce Honours in Accounting and Finance.

Department of Commerce
Faculty of Commerce and Management
Eastern University, Sri Lanka

2020



ABSTRACT

Green accounting practices are essential for every organization. While many studies
have investigated sustainability reporting, CSR activities, environmental accounting
based on the environmental sensitive sectors there is a dearth of research based on the
finance sector in Sri Lanka. As banking entities are non-sensitive the objective of this
study is to measure the level of Green Accounting Practices among the Banking
Entities in Sri Lanka. GRI standards under the economic, social and environmental
dimensions were used to measure the level of green accounting practices. Further
level of green accounting practices is different from company to company and there
may be some factors which are affecting to this variation. Hence this study analyze
the selected variables which are firm age, firm size, leverage and net income to
identify the determinants of green accounting practices level among the banking
entities in Sri Lanka. Based on the availability of information the selected samples
size is 12 banks which are licensed under the Central Bank of Sri Lanka included 3
state banks. Disclosure score checklist is used to collect the qualitative data which
used to measure the level of green accounting practices from the annual reports for

five year period from 2015-2019.

Panel data analysis was used to regression analysis, descriptive analysis, correlations
analysis, multiple regression analysis. According to the descriptive analysis, revealed
that there is some level of green accounting practices among the banking entities over
five year period which showed average of 44 %. Based on the result of correlation
analysis, level of green accounting practices showed a significant weak positive
relationship with leverage and it showed significant strong positive relationship with
the firm size, strong positive relationship with net income. The level of green
accounting practices showed insignificant weak negative relationship with the firm
age. As per the regression result there are significant positive effects of firm size,
leverage and net income on green accounting practices while there is insignificant

negative effect of firm age on green accounting practices among the banking entities.

Based on the results, researcher recommends maintaining the very great level green
accounting practices among the banking entities by considering factors that affecting
to the level of green accounting practices. Therefore engaged with more on green

accounting practices will be help to get advantages in the short term or long term.

F aawiimaiidas € Sinan A Avpnmviatian (3DRT ataandasds Dasmal NMata A salsraia



TABLE OF CONTENTS

ACKNOWLEDGEMENT .......ootiitiiiieieieesiesteteetee ettt ee s e s e e e e eennas i
ABSTRACT ...ttt ettt ettt ee e eteeaeeneeeseneeens il
TABLE OF N T BB T unssnsnnsssmsss sussonsns s smsssosinne s smsnmsmmmomemmsmmmsamins s e e i1
LIST OF TABLES ...t viii
LIST OF FIGURES .......otiiiiieneinteteee ettt eeeaeas X
LIST OF ABBREVIATIONS ...ttt ettt ettt se s ee e eaees Xi
CHAPTER ONE ...ttt et ee e e eneens 1
INTRODUCTION ....ccccuiiiiiiiiiiinieiiniesieenteestetesee ettt st eee et e et eee et eeenenes 1
1.1 BACKGROUND OF THE STUDY ..ottt 1
1.2 PROBLEM STATEMENT ..ottt 5
1.3 RESEARCH QUESTIONS ...ttt 7
1.4 RESEARCH OBIECTIVES .cccsisiiumsacsrennossssassmsmmvarmmeesssssrsssossasessonsencesssesssonessossss 7
1.5 SIGNIFICANCE OF THE STUDY ...ooutiuiitieeceeeeeeeeee et 7
1.6 SCOPE OF THE STUDY ..ottt 8
EHARTLER, TN conmravnnmssmsnssmssomsssis o6 imimmaammmnsss osmmmsmmommmm——————————n s s 9
LITERATURE REVIEW ..ottt ee s 9
2.1 INTRODUCTION........cotiuiritintinieinieeeteeete ettt e e 9
2.2 THEQRETICAL. REVTEIW ccmmusisms siisssmmmensmmasasmsnommmensmmmsmenvens sovsmessmsms o g1 9
2.2.1 Stakeholder ThEOTY......cceeuerieieeieiieieetiete ettt 9
2.2.2 Legitimacy TREOTY .....cccueieiiieiieiieiesteceeeee e 10
2.2.3 Institutional Pressures TREOTY .........coveveueeeeenieeieeieeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeen 10
2.2.4 The Theory of Intergenerational EQUIty ..........c.ccocveieeeueemeueeeeeeeeeeeeeenn. 11

2.3 EMPIRICAL REVIEW ...ttt 12
CHAPTER. THREE, 5115000055550 snnrmanssmasanmn s sssem ervrososyss gy ess 6545850 st poms sreessasss 17
CONCEPTUALIZATION AND OPERATIONALIZATION .....ccooeeeeieeeeeennn. 17
33 TR R T RO cecmmsmssmrmmmionsmes .85k imenmmmmmmmsmros s pormesas 17



3.2 CONCEPTUALIZATION ....coootetiintinienientenieiestetetetetesensessess s essesse e esesenee 17

3.2.1 Conceptual Framework...........ccceivirinenieinieieeeeceeeeee et 18
3.3 VARIABLES RELEVANT TO CONCEPTUAL MODEL ..........ccccevveuene... 18
3.3.1 Green Accounting PractiCes .........cceeveevuieviieiiciiecieerieceeevecvecsieceeeseeeeenn. 18
3.3:2, Beonumic telated PraCliors .. ususmmmrmis smssisimsrrmmmanmmmammsnsasmmsnsnssmass smsmssss 19
3.3.3 Environment related practiCes ..........ceceevererierierieneeieieiesreeeeeesie e 19
3.3.4 Social related PractiCes ........cemvirriuiriiieieiiiieiieccteeeecre et 19
FeB T PATTEL A L8 nmnssensmssoressrns sacuens 5w 0,605 85 548 S0k S immmmmorwmmm s e eSS SRS SRE 20
3.3.6 FIMMN S1ZE....ooiiiiiiiieicieieeeee ettt ettt aeenes 20
3.3.7 FIrM’S LEVETAZE ... eeeiieieeiieieeeeeie ettt ettt ettt 20
TR BT 51 (o143 S—————— SRS e 20
3.4 HYPOTHESES DEVELOPMENT ....cc.coctiiiiiiieieteeeeeeeteeeeeeeeteee e 21
3.5 OPERATIONALIZATION.....ccctiititinteeteeie ettt ettt 21
3.5.1 Summary of Operationalization of Variables............ccccecevvvrvverviverrennn.. 22
3.6 CHAPTER SUMMARY ....oooiiiiiiiiniiiiintetesieete ettt ettt enen 23
CHAPTER FOUR.....cooiiiiiieietet ettt sttt ettt neeae e 24
METHODOLOGY ....coiiiiiiiiieiiteeeteiteste st sttt eve et ae s e ere e e enas 24
4.1 INTRODUCTION.......eiiiiiieeitententesie ettt et et eae s eve v easeeasene e e 24
4.2 RESEARCH DESIGN .....ooiiiiiiiiiiieniieieiietesie ettt ettt e e eneenea 24
4.3 SAMPLING PLAN ..ottt 24
4.3.1 Study Population and Sampling ...........ccecueeeevueeresieerieeeeeceeeeeeeeeeeeee 25
4.4 DATA COLLECTION.....utiittiititientenieeeeie ettt et enees 26
%8 METHOD OF MEASURBMENT o.uussusumsuon oo s sassnn o siss sassonsansmanssnsanssn 26
4.6 METHOD OF DATA ANALYSIS ..ottt 26
4.6.1 Statistical TEChNIQUES .......cceevierieieierieiee e 2T
46,2 Univariats ANAlYSIS .. susssimiiase isassommirmssnmenanassss sssmsanssnamrmassssmssmson rasenssenss 27
4.6.2.1 MEAN ..ottt ettt 27



4.6.2.2 Content ANAlYSIS.....cccceeierierierieniesieseeeeeeeeeeeeeeereeereeereeereeeaneeree e 28

4.6.2.3 Trend ANAlYSIS ....cccueerieeieiiieiieeieecreeeie et ettt ere s eae e 28

4.6.3 Panel Data analysiS.......ccccceeveeiiriiieiiiieeieeeeeeeeeee et er e enee s 28
4.6.3.1 Pre-estimation TeChNIQUE .........cccveeveveieiieieieiiieceec et 28
4.6.3.2 Model Related.........cocoovieiiiiniiiiieieceee e 29
%.6.3.3 Post-estimnation TeehniUc, ssssmmansssomuss senssnssssssssssmsn o ssnss cssssmss samons 29

4.6.4 MUItiCOIIINEATILY .....eovuvieeiieeiieete ettt eas 30
4.6.4 Bivariate ANAlYSIS.....ccceeeeuieecieeieieeeeeeeneeecreeeeteeeeree e e eeeeeseseeeeeaeeereeesneeeenns 30
4,841 Correlation ANGIVSTE! s ssmoss s mmsiomn i ssisisisssnmsmsmmmamsnsnn 30
4.6.4.2 Regression ANAlYSIS......ccccieeruieeieieinieeeiiieeieeesteeesteesseereeseeeaneeeseeeneeans 31

4.6.5 Hypothesis TeStING .....cccueeiiiriuieiieiiectieetiecie ettt eve e e 32

4.7 CHAPTER. STININIATRY, ocuimmnms.sonsosssons onsnsissn sisshonss ok s sacuisss sanstanse snonsam asamnmsnson 32
CHAPTER FIVE .....icocimommnmsaensnsassnemmnsssnma s sasnsssmas sassens sossasnsn onsssmess assmmasswssssmmes somsssase 33
DATA PRESENTATION AND ANALYSIS ..ottt 33
5.1. INTRODUCTION......ccttitiiiiiiieniieie ettt e sas e s sse e enseessessennennes 33
5.2 DATA PRESENTATION ....coiiiiitinintiieniteiesieeste st e eeteeeteae e see e eas v eneas 33
5.2.1 Banking SECLOT ....cccueeriirieeieeieeteeteete ettt ere vt eae e 33

5.2.2 Distribution of GRI standards used to Measure Green Accounting Practices

DISCIOSULE 1.ttt e e e e e e e e e e e e e e eeeaeaaeeeeesaessrerreseenans 34
5.2.3 Range of GRI Standards Disclosed .........cccceeverieeceeecieeieceececieereceeeve 34
5.2.4 Level of Economic Practices Disclosed Items .......coeeeeeeeeeeeeeeeeeeeeeeeeennnn 35

5.2.4.1 Summary of Economical Accounting Practices Disclosed level by Bank

AN YEAT ..ottt ettt et te ettt e te et e e e s te e et e tsete e st et e ete et e eteeteenteneenres 36
5.2.5 Level of Social Practices Disclosed Items...........ccccevveeieeeeeeeciecieeieeennen 38
5.2.5.1 Summary of Social Accounting Practices level by Bank and year....... 40
5.2.6 Level of Environmental Practices Disclosed Items............ccccoveuvevecueennn... 42



5.2.7 Green Accounting Practices Level ........cccoccuevviiiciinciiiniiicieceeeeeeee, 47

5.2.7.1 Summary of Green Accounting Practices Disclosed level by Bank and

5.2.7.2 Overall Result of Green Accounting Practices ..........cccoevveeveeveveveennenn. 49

5.2.7.3 Contribution of Economic, Social and Environmental practices to

Green Accounting PractiCes. ......oocuevviieriiieriiieniieciecieecee ettt e eaeeens 50

5.3 DESCRIPTIVE STATISTICS ..ottt 50
5.3.1 Descriptive Statistics for Independent and Dependent Variables ............... 50

5.4 PANEL DATA ANALYSIS ..ottt ettt e 55
5.4.1 Stationary of Data.........coceeviiiiiiiiiiesieeee e 55
5.4.2 AutocOrTelation.......c.covuierierieniieiieeeee e freeereeeee e et e enaeens 55
5.4.3 MUItICOINEATILY ...cueieiiiiieiieieete ettt ettt eve e 56
5.4.5 Correlation ANAlYSIS.....ccceeceiereerieeriesieieeseese e e st ere et e ereenean 56
5.4.6 Regression ANALYSIS ..coocueiiuieeiieenieeeiieieeereeeteeete e re e ee et eae e ene 59
5.4.6.1 Suitable Model for Regression Analysis........ccecceveveeierveniesreseesieenenen. 59
5.4.6.2 Hypothesis TeStiNg......cccceueeierierieeiieeieeieeteeieeteeie e e ea s ena 61

30 CHAPTER. SUMNBIARY o mesamsnnsmmnn simsss sases i6 66500 45595555 55555 skt smsasmmsnannnensimesanss 63
CHAPTER SIX ...ttt sttt teesae et esae e s et e e aeebeeseeasensesseensennens 64
DISCUSSION ...ttt ettt ettt e bt e s e e st e s st e s aseeeseesaeeeaeesreeens 64
B L I T RO TN s s sinss i s s 0k ks i dascmsmmmnsmmmimsm asmmms momao 64

6.2 DISCUSSION ON THE LEVEL OF ECONOMIC, SOCIAL AND

ENVIRONMENT PRACTICES ...ttt 64
6.2.1 Level of Economic Practices Disclosed .........cccoceeeevevieceneeeicrieeciceeee. 64
6.2.2 Level of Social Practices Disclosed..........ccccvvveviereneeeeieieieeeceeeeeeeeee. 65
6.2.3 Level of Environmental Practices Disclosed...........cccoevveeveivvecreecreecneennnee. 66
6.2.4 Level of Green Accounting Practices Disclosed .........cccccevvevveevecveenveennenne. 66

6.3 DISCUSSION ON RELATIONSHIPS BETWEEN THE VARIABLES ......... 67

6.3.1 Relationship between the Green Accounting Practices and the Firm Age..67



6.3.2 Relationship between the Green Accounting Practices and the Firm Size..68
6.3.3 Relationship between the Green Accounting Practices and the Leverage ..68

6.3.4 Relationship between the Green Accounting Practices and the Net Income

.............................................................................................................................. 69

6.4 DISCUSSION ON THE REGRESSION ANALYSIS ...cooiiiiiiiiiiiiinienieeiens 70
6.4.1 The Effect of Firm Age on Green Accounting Practices........ccccccoceeeueennee. 70
6.4.2 The Effect of Firm Size on Green Accounting Practices .......cc.cccceevueennen. 70
6.4.3 The Effect of Leverage on Green Accounting Practices ........cccceceervueenneen. 71
6.4.4 The Effect of Net Income on Green Accounting Practices .........cccccecueeueee. 71

0.5 SUMMARY ...ttt ettt s san e 71
CHAPTER BEVEN sumsemmsmsmamssmmsammmsmumapmmrsmssmasmamses ettt 72
CONCLUSIONS AND RECOMMENDATIONS .....ciiiiinieneeenienereeeereeeeesnees 72
7.1. INTRODUCTION. ... oottt ettt ettt et e s et enesneeneseneas 72
7.2. CONCLUSION ...ttt ettt ettt sae et e st sntesaesanesae s saesneenes 72
7.3 RECOMMEMNIDATIEINS .o 0550w 0w s ammsa awsosssssassnssssssess 05 6505 08 s 903 74
7.4. LIMITATIONS OF THE STUDY ...cetiiiiiieieteeentetee et 75
7.5 IMPLICATIONS OF THE STUDY ...oiiiiiiiiiiiitietecieeeeeee e 76
T8 CHAPTER. BUINMINIARIY s siesin s oot cossnssosiscss ssss s s ssssnsssis sssassn sesvss 76
REFERENCES ..ottt sneeae s e 77
APPENDIX ...ttt ettt ettt st e ettt s e s s e e 88
R S AT B ST 88
APPENDIX 02ttt ettt ettt 90

A ZATE I IR O S — 92



