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ABSRACT

The purpose of this paper is to identify the impzfche theory of legitimacy on the disclosureoodanizations
in Jordan. The theory of legitimacy and the disetesof organizations are considered. The main figdhat was
the legitimacy of the organization (independentalde) is effect on all dependent variables(theticwity of

the organization, media, closure organization l@irtcontributions to the Social, organization'snaaitment to
legal requirements) using simple linear regressionel.

Introduction

In deciding what information to report companfetlow the general practice of providing informatithat is
of sufficient importance to influence the judgmamid decisions of an informed users often refercedst the
“full disclosure principle” it recognizes that timature and amount of information included in finahceports
reflects a series of judgmental trade — offs.

This trade — offs strive for:

Sufficient detail to disclose matters that makefeince to users .

Sufficient condensation to make the informationenstandable (Kieso, et al, 2011).
Traditional disclosures requirement are includethanfollowing statements:

1- Income statement.

2- Statement of financial position.

3- Statement of cash flows.

In recent years the scope of accounting informagxpanded beyond conventional accounting infolonati
examples of new accounting disclosures are asasl(@elkaoui, 2004).

1- Value added reporting.

2- Employee reporting.

3- Human resource accounting.

4- Social accounting and reporting.

5- Budgetary information disclosures.

6- Cash flow accounting and reporting

7- Disclosures about the environmental performanidhe entity.

There are a number of theoretical arguments agjocorporate management might elect voluntargravide
particular information to parties outside the oiigation. These arguments were grounded within pesit
accounting theory, but there are some alternatigerttical perspectives that address this issueseltheories
are:

Legitimacy theory, stakeholder theory and infittu theory.

These theories are sometimes referred to asefsyst oriented theories or also been referred toopsh —
systems theories (Deegan and Unerman, 2011). Whisrprospect the organization is assumed to theeimced
by and in turn to have influence upon the sociaetywhich it operates. The main groups influencedthy
organization and have influence upon it are: inusst(owners), employees, suppliers, consumerslitors,
media and government.

Within legitimacy theory accounting disclosp@icies are considered to constitute a strateggftoence the
organization’s relationships with the other partigth which it interact.
The purpose of this paper is to identify the impafcthe theory of legitimacy on the disclosure ofanizations
in Jordan.
Problem Definition

In addition to determine the importance and exténitsing the legitimacy of the organization, thaimproblem
raised by this paper is that the achievement df sise, the realization of its advantages of legitiynof the
organization with the disclosure of organizatiomgaordan.

The problem of this paper can be stated as follows:

1- Is there effect ofhe legitimacy of the Organization on the contipuwif the organization?

2- Is there effect athe legitimacy of the Organization on Media?

3- Is there effect ofhe legitimacy of the Organization on closure orgation for their contributions to the
Social?

4- |s there effect athe legitimacy of the Organization on organizasaommitment to legal requirements?
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Theoretical Framework

Theory of legitimacy asserts that the organizasieeks to ensure that they are perceived as opgwsitinin the
bounds and norms of their respective societies,ishthey attempt to ensure, that their activities perceived by
outside parties as being “legitimate”. These boumu$ norms are not considered to be fixed, but ghaver
time, there by requiring organizations to be respanto the ethical or (moral) environment in whitttey
operate (Deegan and Unerman, 2011).

Legitimacy is not a constant concept but a redatbne it is relative to the social system in whibtle
organization operates and in time and place.

For an organization seeking to be perceived asinegfie, it is not that actual conduct of the orgatibn that is
important, it is what society collectively knows perceives about the organization conduct that eshape
legitimacy.

So we can observe that the organization is legtémeénen it is Judged by the society to be justwaothy to
support legitimacy therefore a measure of the ualtit of society toward a corporation and it's atgg

(Suchman, 1995).

Legitimacy theory depends on the idea of a “samiatract” between the organization and the sodretyhich it
operates.

The social contract is a concept used to explgroap of implicit and explicit expectation that sig has about
how organization should conduct its operations.

Traditionally profit maximization was perceived b@ the main measure of corporate performance, hiarot
words a corporation’s profits were viewed as a c@hensive measure of organizational legitimacy,gultlic
expectations show changing recently.

The most important increase in legislation relaedocial issues including the environment, empolealth
and safely and other social requirements. The gotiereasingly expects business to make effortepair or
prevent damage to the physical environment, torenie health and safety of employees, consumersiers
who effects directly or indirectly by the activibf the organizations. It assumed within legitimabgory that
society allows the organization to continue operatito the extend that it generally meets theireetqtions

(Deegan and Unerman, 2011).

Legitimacy theory emphasizes that the organizatioist appear to consider the rights of the putiliarge not
merely those of its investors. Faller to complyhagbcial expectations may lead to sanctions bemmpsed by
society for example in the form of legal restriosoimposed on an organization’s operations or kysile of
society through limited resources (for exampleitivestors refused to invest or the employees reftsaevork),
or reduced demand for its products.

Legitimacy of the organization can be made in tilWwing:

The legal requirements.

Non-legislated social expectations, about orgaitinatactivates.

Sometimes there is an imperfect correlation betwkertaw and social norms.
The main reasons for the differences are:

Legal system is slaw to adapt to changes in normdsralues of the society.

In capitalistic regime the law established to senanly capitalists (investors) not the society.

The public disclosure of information in annual repacan be used by the organization to implemeatairntwo
strategies:

1- Providing information to counter or off set ntiga news which may be publicly available.

2- Providing information to inform the interestedrfies about the attribute of the organization tivate
previously unknown.

Operational Definitions
According to theoretical framework of this pap@ere are someperational definitionas follows:

The legitimacy of the organization

The legitimacy of the organization relative concey@ans that the activity of the organization isrigét thing
and the appropriate and desirable under certairsunements and values and beliefs that have beeaxioped
by the community, thus, the legitimacy is a measdrthe behavior of society towards the organizatnd its
activities, , where the legitimacy conferred byheitthe license granted by a state to exercisacttsity, or by
the satisfaction of their employees and benefiesadf services. As well as from all other partifecded by its
activity.

Disclosure
The concept of an accounting means providing aategaformation about the events of the organinatind its
activities for the users of that information in erdo enable them to make and take the decision.
Hypotheses of the Paper
According to the theoretical framework, the foliagy hypotheses might be formulated:

Ho1: There is no effect ahe legitimacy of the Organization on the continpuif the organization.

191



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) may
Vol.6, No.16, 2014 IIS E

Hoo: There is no effect ahe legitimacy of the Organization on Media.

Hos. There is no effect athe legitimacy of the organization on closure oigation for their contributions to
the Social.

Hos: There is no effect othe legitimacy of the organization on organizaogommitment to legal
requirements.
Methodology of the Paper
Population and Sample of the Paper

The population of this paper was all the teachstaff members who hold a PHD and MSE in accounting
departments in private universities such as (ISRETRA and ISLAMIC) in Jordan for the year 2013-2014
Those are 40 members, an appropriate samplingitpehmvas followed to choose members, it meansttieat
simple random sampling, as per the following s{@psir and Sonderpandian,2002) :

1- 15 primary questionnaires were randomly disted. The means were calculated for the answedsthen
variance was found to e= 0.162.Both researchers considered an errorro085 and with a true confidence
level of 95%, the critical values were z = + 1.96.

2- By applying the rule:
n&Z/ &
We find that the sample size will be:

n = (1.96)0.6125/ (0.05f = 40
The final sample size was 40 questionnaires. Thpsestionnaires were distributed on each accounting
department in private universities amounting tondversities. These questionnaires were distributedeach
department (15 questionnaires at ISRA Universigygliestionnaires at PETRA University and 10 at ISIL&
University in Jordan.
Data collection Methods
For the purpose of data collection, the researctiepended on the findings of previous studies ardighed
article which addressed the subject of this pafpée questionnaire was developed accordingly withia
theoretical framework, and was distributed overtdahing staff members and received by hand.
The questionnaire consisted of two parts, thé éinmed at collecting identification data about shubject, such
as: gender, age, academic rank and university édagxperience.
The second part aimed at measuring the level afgrition of the importance of using the legitimaafythe
organization, which consisted of one independeriakite and four dependent variables.
The latter second part were formulated in a fonat £nables easy measuring, since Likert five -ekegrale
was adopted: to a very strongly agree(5), agreafigertain(3), not agree(2), strongly not agree(1)
To investigate the questionnaire’s result religbtnd the coherence between its questions, itsuamitted to
selected accounting teaching staff members in wsities and selected experts in the field of &b their
feedback and responses. The questionnaire wasalgect to reliability analysis to measure Alpharr@@ach
correlation coefficient, which was found to be @29 The minimum accepted percentage is (60%) (fmi
Sonderpandian,2002),
Thus, the conclusions of the questionnaire arsidened reliable to the realization of the studjeotives.
Data Analysis Methods
To achieve the objectives of the paper and tedhiothesis, the analytical descriptive causal eagn was
used in order to showow the teaching staff members realize the impeodgaof using the legitimacy of the
organization, which is measured, and to identify dbstacles facing the spread of this usage. Sireglession
model and One - Way ANOVA with regression were usetest the hypotheses.(Haddaw, 2014) and see (Al-
Otoum,2014).

Results and Discussion

The questionnaire’s answers were transformed inteoeksheet using SPSS (20) statistical packagehfer
analysis. After the data were analyzed in lighthef objectives and hypotheses of the paper, thdtsesere as
follows:

Descriptive Statistics and Testing of Hypotheses

1- The legitimacy of the organization with the coritwity of the organization.

The results of the statistical analysis for indefmnt variable (The legitimacy of the organizationhich is
measured by the fifth question of the first sectiénthe questionnaire, demonstrated in Table (i9wsthat the
general mean of the answers reached 3.60 andath@astl deviation was 0.75. Since the general meegeded
(3), which indicates the importance of using legédcy of the organization with the continuity of the
Organization.
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First Hypothesis

Ho1: There is no effect dhe legitimacy of the Organization on the continpuif the organization.

Using simple linear regression model with ANOV&ble, it was found that the simple correlation Goieint
between the legitimacy of the Organization andcietinuity of the organization was (0.74), it med&met there
is a positive and good relationship between themilen®= 0.55, this means that (the legitimacy of the
organization) explains 55% of the variance in (batinuity of the organization). Also it was foutttht F-value
calculated= 45.87, the significance value= 0.00ichviis less than 0.05, therefore the null hypothésrejected
and the alternative hypothesis is approved. Thianwghat the legitimacy of the organization is effen the
continuity of the organization.

Table (1) Descriptive statistics of the statemdatsndependent variable (The legitimacy of the &ngation)
and dependent variable (The continuity of the oizgtion)

Iltem Statements of independent variable Meagn SD
1 Disclosure about the organization and its finalngituation just enough to gain legitimacy. 2.18 .16b
2 There is the effect of the legitimacy of the anigation for the future of its operations 4.05 932
3 Disclosure organization includes social contiiing to gain legitimacy. 3.50 1.198
4 Organization deliberately to disclose correctdittons adverse to the community even recoverd.03 .768
their legitimacy or maintain it.
5 Organization to respond to the concerns of thangonity for the disclosure of the role of the 3.65 .975
organization to preserve the environment even legitimacy.
General Mean 3.60 .75
Statements of dependent variable
1 Organization seeks through disclosure to impiitssémage with the community so that it can 4.05 .815
continue its work
2 Organization seeks through disclosure to earsatisfaction of owners to their management 3/93 88.4
3 Community interrupts the organization that do nomply with health standards for their 3.78 1.250
products.
4 Community interrupts the organization that do ecmnply with the standards of environmental 3.35 1.272
conservation.
5 Organization seeks through disclosure earningbtreeficiaries of its services so that it dan4.05 0.986
continue its work.
General Mean 3.83 .78

2- The legitimacy of the organization with media.

The results of the statistical analysis for indejmn variable (The legitimacy of the Organizationfich is
measured by the fifth question of the first sectidthe questionnaire, demonstrated in Table (®)wsthat the
general mean of the answers reached 3.57and thdasthdeviation was 0.72. Since the general meegesbed
(3), which indicates clearly the presence of leggtty of the organization with media.

Second Hypothesis

Ho,: There is no effect ahe legitimacy of the organization on media.

Using simple linear regression model with ANOVdblke, it was found that the simple correlation Giornt
between the legitimacy of the Organization and measas (0.52), it means that there is a positive faid
relationship between them, whilé=R0.27, this means that (the legitimacy of the oigmtion) explains 27% of
the variance in (media). Also it was found thatdfge calculated= 16.57, the significance value08 Owhich is
less than 0.05, therefore the null hypothesis jiscted and the alternative hypothesis is approvéis means
that the legitimacy of the Organization is effentroedia.
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Table (2) Descriptive statistics of the statemdotsndependent variable (The legitimacy of thgamization)
and dependent variable (media)

Iltem Statements of independent variable Meadn SD

1 Organization to respond to the media about tb@mmitment to the laws and regulations|of 3.53 .905
local and international to keep its legitimacy.

2 Organization to respond to the media in the d&dale of the safety of their product in terms| of 3.55 .959
health in order to ensure legitimacy.

3 Organization to respond to the media to disclbe# social performance even earn legitimady. 3/58 .844

4 Organization to respond to the media in the d&gle about the quality of their products. 3.63 8.83

5 Organization to respond to the media to discldse effects of its effectiveness on the 3.55 .876
environment and their role in preserving the envinent.

Grand Mean 3.565 717
Statements of dependent variable

1 The media plays a big role in the discovery af thalpractices of the organization to the 3.75 1.080
community and the environment.

2 The media can play a positive role in the orgaion to commit ethical rules in their work. 3.83 931

3 Media lead to the awareness of the communitydimtaining economic and social stability. 3.15 927

4 The media play an important role to influence ¢benmunity in important issues such as the 3.83 .903
preservation of the environment.

5 The media play a major role in forcing organizasi to expand disclosure to include disclosure 3.55 1.011
of social and environmental as well as financiatlisure.

General Mean 3.740 .764

3- The legitimacy of the organization withclosure organization for their contributions to the social.

The results of the statistical analysis for indefent variable (The legitimacy of the organizatjowhich is
measured by the fifth question of the first sectiérthe questionnaire, demonstrated in Table (¥)wsthat the
general mean of the answers reached 3.59 andatheéast! deviation was 0.71. Since the general meeaeded
(3), which indicates the importance of using legédty of the organization with closure organization their
contributions to the social.

Third Hypothesis

Hos. There is no effect athe legitimacy of the organization on closure oigation for their contributions to
the social.

Using simple linear regression model with ANOV&ble, it was found that the simple correlation Goieint
between the legitimacy of the organization and wlesorganization for their contributions to the @bevas
(0.55), it means that there is a positive and riaitionship between them, whilé=R0.30, this means that (the
legitimacy of the organization) explains 30% of tfaiance in (closure organization for their cdmitions to
the social). Also it was found that F-value caltedss 13.97, the significance value= 0.00, whicleiss than
0.05, therefore the null hypothesis is rejected tredalternative hypothesis is approved. This mehatthe
legitimacy of the organization is effect on closarganization for their contributions to the social
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Table (3) Descriptive statistics of the statemdatsindependent variable (The legitimacy of theaorigation)
and dependent variable (Closure organization feir tontributions to the social)

Iltem Statements of independent variable Mean SD

1 Organization gains legitimacy from their emplay@s a result of the disclosure of jts 3.65 .770
commitment to the standards of occupational safety.

2 Organization gains legitimacy from their emplayess a result of the disclosure |of 3.43 1.059
their contribution to social security.

3 Organization gains legitimacy from their employe&éhen discloses to provide some 3.78 974
services to them, such as housing and transpeitesr

4 Organization gains legitimacy from their emplay@éen discloses allocate a portipn 3.55 1.061

of their annual profits as incentives for their éoyees when they disclose ifs
program to link wages with productivity.

5 Organization gains legitimacy from their employeehen discloses its program to 3.55 .959
link wages with productivity.
6 Organization gains legitimacy from their employaehen discloses its program to 3.60 1.033
train their employees.
General Mean 3.592 .709
1 Organization discloses the extent of its commitimie the standards of occupational 3.60 .955
safety.
2 Organization discloses their contribution to #uoeial security and health insuranice 3.73 .847
for their employees.
3 Organization discloses the transfer of employees. 3.73 .847
4 Organization discloses provide housing employees. 3.50 .877
5 Organization discloses the distribution of a ehafr annual profits as incentives for 3.48 .960
their employees.
6 Organization discloses reveal the value added. 3.23 1.097
7 Organization discloses programs to link waggzrtaluctivity. 3.50 .934
8 Organization discloses programs to train theiplegees. 3.70 .823
General Mean 3.556 0.652

4- The legitimacy of the organization with organizéion's commitment to legal requirements.

The results of the statistical analysis for indefmnt variable (The legitimacy of the organizatjowhich is
measured by the fifth question of the first sectidthe questionnaire, demonstrated in Table {@)wsthat the
general mean of the answers reached 4.06 andatheéastl deviation was 0.07. Since the general meeaeded
(3), this indicates clearly the presence of thétilagcy of the organization with organization's aoitment to
legal requirements.

Fourth Hypothesis

Hos: There is no effect othe legitimacy of the organization on organizaBowommitment to legal
requirements.

Using simple linear regression model with ANOV&ble, it was found that the simple correlation Goieint
between the legitimacy of the organization and wlesorganization for their contributions to the @bavas
(0.77), it means that there is a positive and getationship between them, whilé=R0.60, this means that (the
legitimacy of the organization) explains 60% of tkariance in (organization's commitment to legal
requirements). Also it was found that F-value clalted= 56.24, the significance value= 0.00, whiless than
0.05, therefore the null hypothesis is rejected tredalternative hypothesis is approved. This mehatthe
legitimacy of the organization is effect on orgaatian's commitment to legal requirements.
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Table (4) Descriptive statistics of the statemémtsndependent variable (The legitimacy of theaorigation)

and dependent variable (Organization's commitneelgdal requirements)
Iltem Statements of independent variable Mean SD

1 Organization is gaining legitimacy in obtainirgdél license to operate. 3.98 .848

2 Organization seeks through disclosure obligatiamss, regulations and instructions 4.35 .802
of the government to prove its legitimacy

3 Organization seeks through disclosure of theiiadaontributions application of the 4.00 1.062
law to prove its legitimacy.

4 Organization seeks through disclosure of thetgafeits products from a health point 4.08 .917
of application of health standards in governmergrtove its legitimacy.

5 Organization seeks through disclosure of theintrjoution to preserve the 4.08 .859
environment under the laws of gaining legitimacy.

6 Organization seeks through disclosure obligatiaternational accounting standargs 3.95 .846
and financial reporting to gain legitimacy.

General Mean 4.063 .704

1 Organization discloses applied the standardmah€ial accounting and internationjal 3.58 1.059
financial reporting.

2 Organization discloses adhering to the laws, le¢gus and government regulations 4.00 1.013
(By law firms and tax laws).

3 Organization discloses their contributions taaoapplication of the law. 4.05 .814

4 Organization discloses safety of its productsnfip health point of application of the 3.83 1.035
criteria for government health.

5 Includes disclosure of the organization to mamnté#s contributions to the 3.90 .841
environment under the laws in force.

6 Includes disclosure of the organization committednternational standards in the 3.80 .939
industry.

General Mean 3.858 714
Conclusions

This paper has investigated the impact of theilegcy of the organization on some of the dependariables
such as (the continuity of the organization, medlasure organization for their contributions te t8ocial,
organization's commitment to legal requirements).

From literature review, there are a few of auttmmssidered the impact of the legitimacy of theamigation on
some of the above dependent variables. In the papers found that all the general mean exceedgdth
indicates clearly the presence of legitimacy ofdhganization with all dependent variables (theticmity of the
organization, media, closure organization for thesntributions to the Social, organization's conmeitt to
legal requirements). Also it was found that thetlemcy of the organization is effect on all depentivariables.
Therefore, the best of the dependent variable antbegdependent variables is affected by the inddgmen
variable (the legitimacy of the organization) ise tllependent variable (closure organization for rthei
contributions to the social), because of the singwerelation coefficient was largest among the eation
coefficients as well as the coefficient of deteration () was largest among the determination coefficients
specifically in this paper.
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