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ABSTRACT

This study investigated the relationship between corporate governance and voluntary disclosures of listed
banks in Ghana. The study specifically looked at whether Banks with a larger board size have a higher extent
of voluntary disclosures, Again, whether Banks that use the services of a Big 4 audit firm have a higher extent
of voluntary disclosures, Also, Banks with larger female directors have a higher extent of voluntary disclosures
and lastly whether firms with a higher proportion of non-executive directors on the board have a higher extent
of voluntary disclosures. Population of the study was the nine banks listed on the Ghana Stock Exchange. The
study examined eight (8) listed banks on the Ghana Stock Exchange from 2017 to 2021 financial year. Data
was analyzed by using SPSS version 21. The voluntary disclosure levels were established using a 118-item
checklist that included strategic, non-financial, and financial information. The study found a statistically
significant positive relationship between Big 4 audit firm and female directors with voluntary disclosure.
However, non-executive directors and board size tend to negatively impact voluntary disclosure. It is
recommended that Big 4 audit firm and female directors should be given more attention with regard to
voluntary disclosure.

Keywords: Financial Performance, Voluntary Disclosures, Corporate Governance, Female Directors, Bank
Size

INTRODUCTION

Stakeholders of organizations often is informed of the performance of companies through financial reports and
governance which is disclosed annually. Voluntary disclosure (VD) of financial performance of businesses
plays a crucial role in modern financial reporting. One of the most significant ways of getting information for
capital markets is through corporate voluntary disclosure (VD) (Frenkel et al 2020). It is essential for their
effective functioning because it increases potential shareholders’ and investors’ confidence by clearly
communicating corporate governance and performance (Saha & Kabra, 2020). As a result, greater
transparency increases stakeholders’ awareness and confidence (Matoussi & Chakroun, 2008). Some financial
reporting practices have dissatisfied investors and stakeholders, resulting in demands for companies to disclose
more detailed information voluntary about their long-term performance and strategies (Kumar, 2007).

Corporate governance systems comprising information disclosure and transparency have seen a tangible
improvement in most economies that are known as developed following the surprise collapse of reputable
companies such as Enron in the USA and Parmalat in Europe. Emerging economies are putting measures in
place to meet the world standard to improve overall corporate governance. Therefore, to compete in the global
market, the Security and Exchange Commission (SEC) issued corporate governance codes in 2010 for all listed
firms to increase disclosures to enhance transparency and accountability. Subsequently, several measures and
principles of codes of best practices prescribed by the Bank of Ghana, GSE, SEC, and other regulatory bodies
have been updated to strengthen shareholders’ and stakeholders’ confidence in the accounting reports of firms.
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Ghana has adopted international standards such as International Financial Reporting Standard and Best CG
Practices guidelines to enhance confidence in the capital market (Appiah et al 2016; Tawiah and Boolag,
2019). Irrespective of the adoption and implementation of CG guidelines — the sudden collapse of banks in
Ghana has raised doubts among stakeholders concerning the quality of information disclosed by corporate
firms. Improving financial information disclosure by establishing a good governance framework has become
necessary. The studies of Umoren (2010), and Chima (2014) have revealed that accounting reports of
Ghanaian companies are deficient over time. According to Chima (2014) some cases of corporate failure like
the case of the Merchant Bank. Procredit and others have been linked to poor financial reporting and CG.
Recently, the capital market has witnessed major scandals and failures -for example, UT and Capital Bank that
have led to banking sector restructuring (Ansah, 2017). Users of corporate information across the globe have
intensified their expectations for both published mandatory and voluntary disclosure to meet their needs. Even
though all listed banks are required to have minimum disclosure requirements, these banks differ in the amount
of additional information they disclose to the capital market based on the discretion of the management. It is
therefore necessary to examine the factors which influence voluntary disclosure in the banking sector.

Corporate Governance was introduced on November 1, 2010, for public companies by the Securities and
Exchange Commission (SEC) of Ghana to help enhance corporate disclosure, transparency, and accountability.
The promulgation of the first code was done in 2011 by the Securities and Exchange Commission of Ghana to
boost investors’ confidence and shareholders’ interest. The Central Bank of Ghana, the Securities and
Exchange Commission (SEC), and other vibrant regulatory authorities have put in place numerous policies,
measures, and principles to ensure best practices are being followed. They further make sure that companies on
the Ghana Stock Exchange comply with the codes of ethics of CG. The unexpected collapse of banks
seemingly doing well in Ghana has raised a lot of doubt in the minds of stakeholders and reduced confidence
in the quality of information the entities disclose. Bank of Ghana report (2017) shows that the nine Ghanaian
Banks that collapsed were a result of poor financial reporting and weak CG structure. The report further
explained that good CG leads to a good reputation and poor and weak CG leads to collapse and loss. There has
been increased attention among stakeholders regarding information being disclosed but banks in Ghana’s
disclosures do not meet the needs of stakeholders. This has necessitated various reforms and codes of best
governance practices been implemented in Ghana to promote transparency and restore confidence in the
financial markets. In light of this development, the study seeks to investigate how governance structure
influences banking firms’ disclosure behavior.

Hypothesis

Hol: Banks with a larger board size do not have a higher extent of voluntary disclosures.

Ho2: Banks that use the services of a Big 4 audit firm do not have a higher extent of voluntary disclosures.
Ho3: Banks with larger female directors do not have a higher extent of voluntary disclosures.

Ho4: Firms with a higher proportion of non-executive directors on the board do not have a higher extent of
voluntary disclosures.

CONCEPTUAL REVIEW

Corporate Governance and Corporate Disclosure

The corporate scandals and frauds of the last few years came as a surprise not just because of the magnitude of
the collapse but also because of the discovery non-disclosure of vital information to stakeholders was far more
insidious and pervasive than previously imagined. Thus, non-disclosures and poor corporate governance are
interrelated. Many scholars, practitioners, professional bodies, shareholders, and other stakeholders have
exhibited considerable attention to corporate governance (Kovermann & Velte, 2019; Peters & Bagshaw,
2014). That is a result of several international collapses and corporate scandals around the world, such as
WorldCom, Enron & Communications, and recently Silicon Valley Bank sold 10 million of its stock; collapses
after two weeks (USA), Nortel, Saffron (Canada) and Parmalat, Anglo Irish Bank and Royal Ahold (EU) and
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Polly Peck, MiniScribe and Barlow Clowes (UK). In Asia, scandals have also been reported in various
companies, such as Chaoda, Daqing Lianyi, CITIC (China), Satyam Computer Services (India), and Olympus
Corporation (Japan) (Albrecht et al., 2010; Bhasin, 2015).

Hence, CG’s awareness has been increased to protect the interests of parties (shareholders and stakeholders),
leading to strict regulations and more transparency and credibility. Javaid Lone et al. (2016) stated that firms
with higher corporate governance disclose more information. The CG concept is a pertinent issue in capital
markets due to the separation of principal and agent, which dominates the characteristics of modern
corporations. This separation between ownership and control, particularly in large companies, has led to the
need for monitoring and accountability to ensure those companies’ management and behavior of directors are
in the interests of the owners and stakeholders. Researchers and academics have investigated the role of CG in
several areas, such as investor protection, firm performance, and dividend and debt policy (Giannarakis et al.,
2020; La Porta et al., 2000). (Young et al., 2008) said that the level of disclosure, corporate governance,
accountability, and transparency are the foundation of market confidence. CG seeks to encourage efficient and
effective sustainable companies for the prosperity and welfare of any society. Lye & Hooy; (2021) suggests
that CG has a strong effect on investor protection; analyzing the shareholder and creditor protection laws
across several countries, Lye & Hooy (2021) found empirical evidence of the relationship between investor
protection and effective CG. (Klai & Omri, 2011) pointed out there is empirical evidence of the relationship
between specific institutional features of CG and the credibility of financial statements. Other researchers have
varied opinions on the link between CG and corporate disclosure. For instance, Klai & Omri (2011) argue that
a CG requires efficiency and an adequate financial reporting system. Although more literature has been
focused on CG in developed countries and less has been undertaken in developing countries, CG is suitable for
all countries, developing or not (Albawwat & Ali basah, 2015).

Voluntary versus mandatory disclosures

Disclosure research comes in two perspectives, namely, mandatory and voluntary disclosures. While
mandatory disclosure research examines the extent of compliance of firms to appropriate financial reporting
and legal regulations and standards (Appiah et al., 2016), voluntary disclosure research investigates the level
and quality of information transparency within a firm as a function of the overall efficiency of corporate
governance of national economies (Alfraih & Almutawa, 2017). There is, however, an increasing demand and
motivation for voluntary disclosure research compared to mandatory disclosure research. This has been
attributed to the general dissatisfaction with mandatory disclosures to forestall corporate scandals and capital
market failures in many economies (Boateng et al., 2022). Enhanced voluntary disclosures in the annual
reports reflect corporate governance effectiveness and yield numerous benefits for companies, corporate
managers, shareholders, and other corporate stakeholders. A good disclosure policy is a means to mitigate
information asymmetry between corporate managers and shareholders, thus reducing agency costs (Martinez-
Ferrero et al., 2016). The information cost conveyed by large transactions is lower for firms that provide more
disclosures about their operations, implying that voluntary disclosure reduces information asymmetries
between investors, which ultimately mitigates transaction costs (Cho et al., 2013). In general, corporate
disclosures are considered a critical factor for the functioning of an efficient capital market (Adiloglu & Vuran,
2012).

Theoretical Review

Theories influencing voluntary disclosure in corporate reporting are agency theory, capital needs theory, and
signaling theory.

Agency Theory

Agency theory models the relationship between the principal (owner) and agent (manager)(Panda & Leepsa,
2017). Corporate governance disclosure presents an excellent opportunity to apply agency theory, in the sense
that managers who have better access to a firm’s private information can make credible and reliable
communication to the market to optimize the value of the firm (Shi et al., 2017). In the real business world
where the market is not perfectly-efficient, they believed that managers use financial disclosure policy to
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balance the decisions they make and communicate to the outside shareholders. This illustrates that information
irregularity problems influence the corporate governance disclosure policy of the company (Abdur, 2012)
found favorable support that diversified firms are more likely to voluntarily (CG) disclose segment information
if they have minority interests in their subsidiary companies. This result indicates that disclosure of segment
information provides incentives to align the interests between managers and minority interests and is therefore
likely to reduce information irregularity problems. The agency theory is relevant to the study since corporate
management is required to disclose adequate and relevant information relating to financial, strategy, and non-
financial in corporate reporting for shareholders and other accounting information users to ensure a swift
reduction of information asymmetry problems (Al-Dmour, 2018).

Signaling Theory

Signaling theory is considered to be an extension of agency theory (Payne & Petrenko, 2019). It was
developed to explain the information asymmetry between managers and shareholders (Bergh et al., 2019). The
theory proposes that corporate insiders (i.e., managers and directors) have more information about the firm
than outsiders, such as shareholders (Ataullah et al., 2014). Therefore, agents could potentially exploit this
information to maximize their interests. Arguably, the origin of this problem is weak ethics and opportunistic
behavior within modern corporations (Werder, 2011). To reduce information asymmetries and market
uncertainty, companies are expected to adopt good corporate governance practices. A reduction in information
asymmetry could: (i) offer equal opportunities to both large and small shareholders in accessing information,
which may help in reducing agency problems and the cost of capital (La Porta et al., 2000); (ii) attract local
and foreign investment and provide higher liquidity (Chung & Zhang, 2011); and (iii) enhance the market as a
corporate control mechanism, and in turn, help create a highly efficient market (Young et al., 2008). The
signaling theory is relevant to the study since the corporate management of listed banks operating in Ghana
wishes to enhance their company's credibility (Musah, 2018). As such they would signal investors and other
accounting information users by way of providing adequate voluntary details in their reporting about their
excellence (Gallego Alvarez et al., 2008).

Capital need theory

Capital need theory is concerned with firms' motivation to raise capital (either equity or debt) at a low cost and
mentions that a firm's wish to raise capital from the capital market would encourage it to make an adequate
voluntary disclosure in corporate reporting (Shehata, 2014). Voluntary disclosure reduces capital cost and
enhances share purchase. For this reason, corporate entities must see the need to disclose adequate voluntary
details in their reporting to entice potential shareholders (Dhaliwal et al., 2011). The capital need theory is
relevant to this study because the corporate management of listed banks operating in Ghana has the desire to
raise money from the capital market. As such, there is a need for corporate management to provide relevant
voluntary details in corporate reporting to attract potential shareholders (Dhaliwal et al., 2011).

EMPIRICAL REVIEW

Corporate Governance and Voluntary Disclosures

A series of theories have been used to explain corporate disclosure. Early theories regarding this issue assumed
that corporate managers are interested only in the firm’s market value (Clarkson et al., 1994; Grossman, 1981).
Rational investors are aware that firms with encouraging private information are more likely to disclose
information to the market to ensure that the value of the firm is enhanced. Therefore, non-disclosure is
explained as withholding adverse information, leading to a reduction in firm value. This idea leads to a full
disclosure where firms reasonably and voluntarily disclose important information to enhance the value of the
firm (Clarkson et al., 1994). Nevertheless, in practice, companies fail to attain the level of full disclosure,
considering that the decision to voluntarily disclose relevant information has to do with additional elements.
Both legitimacy and political theories also offer explanations for differences in the level of corporate
disclosure. Legitimacy theory, rooted in political economy theory (Gray et al., 1996), advances the notion that
a firm’s legitimacy to operate in society is dependent on the social contract that is implicit in nature between
the firm and society. Corporate managers persistently make the very effort to ensure that their firm operates
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within its social contract by ensuring that its operations fall within society’s expectations. With this, corporate
managers have the incentive to disclose information that shows that the firm is operating to meet societal
norms and expectations (Deegan and Blomquist, 2006). Meanwhile, the political economy theory assumes that
society, politics, and economics are inseparable and economic issues cannot be carefully investigated without
referring to the social, political, and institutional structure in which the issue happens. An investigation into the
political economy allows corporate governance researchers to mull over wider issues about the information
corporate managers choose to disclose in the firm’s annual reports (Kent and Stewart, 2008; Gray et al., 1996).
An additional explanation for information disclosure in corporate annual reports is offered by the principal—
agent (agency) theory. Corporate managers have incentives to withhold information to restrict the ability of the
market to effectively monitor their performance, thus creating a “disclosure agency problem.” Studies have
investigated whether this problem is reduced by a good corporate governance structure (Adel et al., 2019;
Agyei-Mensah et al., 2017; Chan et al., 2014; Khan et al., 2013; Beekes and Brown, 2006). We extend these
extant studies by investigating whether corporate governance explains the level of voluntary disclosure. Thus,
notwithstanding the alternative theories of voluntary disclosure of firms explained above, our attention is on
the relationship between voluntary disclosure and corporate governance. The theory highlights that a good
corporate governance structure must result in a more transparent disclosure of information (Albitar et al., 2020;
Adel et al., 2019; Majumder et al., 2017; Chan et al., 2014). A major role of corporate governance is to ensure
compliance with financial reporting requirements and to ensure financial statements depict the full financial
standing of the firm (Davidson et al., 2005; Dechow et al., 1995). Researchers have conducted studies to
establish the nexus between corporate governance and voluntary disclosures on business entities. Five
corporate governance variables have been unveiled through this study based on pieces of literature. There are
mainly: firm size, profitability, female directors, board leadership structure, and ownership structure.

Board size

Corporate governance scholars recognize the board of directors as the most relevant control element in a firm’s
internal governance structure (Albitar et al., 2020; Chan et al., 2014; Khan et al., 2013; Fama and Jensen,
1983). A good and effective board should monitor financial discretion as well as ensure accounting choices
made by corporate managers are valid (Kent and Stewart, 2008). Board size is possibly related to the ability of
corporate directors to monitor, control, and evaluate corporate managers (Albitar et al., 2020; Agyei-Mensah,
et al., 2017; Chan et al., 2014), even though the direction of influence is inconclusive (Albitar et al., 2020;
Agyei-Mensah, 2017). Some studies have highlighted a positive relationship between the number of board
directors and both board monitoring (Williams et al., 2005; Anderson et al., 2004) and company performance
(Ansong, 2015; Agyemang et al., 2014; Haniffa and Hudaib, 2006). It is contended that larger boards have the
expertise and are better positioned to monitor and evaluate corporate managers (Albitar et al., 2020; Agyei-
Mensah et al., 2017; Chan et al., 2014; Ansong, 2015; Agyemang et al., 2014), thus enhancing the
transparency and management disclosure of more information (Majumder et al., 2017; Agyei-Mensah, et al.,
2017; Ahktaruddin et al., 2009). By contrast, other extant studies highlight that smaller boards are more
effective in monitoring the CEO and limit the possibility to engage in pervasive decisions (Cheng and
Courtenay, 2006; Beasley, 1996; Lipton and Lorsch, 1992; Jensen, 1983). While it is true that larger boards do
increase the monitoring capacities of the BOD, such a benefit may be mitigated by the increasing cost of
poorer communication and decision-making associated with larger groups (John and Senbet, 1998).
Notwithstanding the counter view, the researcher argues that a larger board will result in better perspectives in
decision-making, implying that firms with a larger board size are likely to disclose more voluntary
information.

Auditor Type

Jensen and Meckling (1976) consider external auditors as an important governance mechanism because they
are entrusted with rendering a fair opinion on the quality of disclosed information. Auditors’ reports, thus,
provide certifications, which reduces agency costs because it improves users’ perception of the credibility of
the information in the annual reports. Meanwhile, DeAngelo (1981) and Barros et al. (2013) argue for auditor
size as a proxy for audit quality. Bigger audit firms possess stronger bargaining power to demand improved
disclosures from their clients (Adelopo, 2011) and are considered to provide credibility to their clients
(Majumder et al., 2017). Furthermore, they are well known for their high professionalism and their desire to
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enhance voluntary disclosures in the annual reports of their clients (Agyemang & Castellini, 2015). From the
agency’s theoretical perspective, the auditor plays an effective monitoring mechanism in the conflict between
the managers and shareholders, i.e., agent—principal relationship (Lim et al., 2008). Moreover, auditors’
credibility, which is underpinned by their recommendations, and approval of choosing accounting standards
explanations of critical issues, influence the firm’s attitude regarding reporting and disclosure practices (Khan
et al., 2013). Furthermore, the selection of a firm’s external auditors may influence the perception of the public
and either facilitate or inhibit its organizational legitimacy (Zaman et al., 2021). Reputable audit and assurance
firms (i.e., Big 4 audit firms) are perceived to possess the capacity to provide assurance services in the form of
sustainability reporting and disclosures that meet the expectation of relevant stakeholders, thus positively
influencing the firm’s legitimacy (Ruiz-Barbadillo and Martinez-Ferrero, 2021). Several empirical studies lend
support to this theoretical position (Adelopo, 2011; Sundarasen et al., 2016). By contrast, other studies indicate
insignificant positive (Hoang et al., 2018) and insignificant negative (Ling & Sultana, 2015; Omair Alotaibi &
Hussainey, 2016) relationships. Nonetheless, the researcher’s argument is sympathetic toward the agency
perspective.

Gender Diversity

Gender diversity, or the proportion of women in top management and on corporate boards, has emerged as one
of the most challenging research issues over time (Marimuthu, 2009). It could become a competitive advantage
because diversity increases the board's knowledge base, creativity, and innovation. Board gender diversity,
according to (Li et al., 2017), may clarify firms' disclosure practices in their annual reports. According to
empirical findings published by Huse & Grethe Solberg, (2006), women directors are more engaged in
meetings than men, which increases their propensity to make wise choices. According to (Vafaei et al., 2015),
female directors significantly impact the board's input and output. Additionally, they are more likely to join
monitoring committees and have better attendance records than men.

Board Composition

A company’s board usually comprises executive and non-executive directors (NEDs). NEDs are those whose
only affiliation with the company is because of their directorship, whereas executive directors are part of the
management of the firm. The agency theory suggests that a greater proportion of NEDs on the board is a
valuable corporate governance mechanism that ensures effective monitoring of corporate managers in the
presence of agency conflicts (Majumder et al., 2017). Arcay and Vazquez (2005) explored the role of good
corporate governance rules in enhancing corporate disclosure of Spanish-listed firms and found that a greater
proportion of NEDs significantly enhanced corporate disclosure. Other studies that support this include
Ahktaruddin et al. (2009), and Wang and Hussainey (2013). However, in a meta-analytic study, Majumder et
al. (2017) found an insignificant positive relationship between the composition of NEDs and corporate social
disclosures in developing countries. Several studies also report an insignificant relationship between board
independence (presence and number of NEDs) and corporate disclosures (Michelon and Parbonetti, 2012).
According to Amran et al. (2014), this finding may be attributed to the existence of complacency in the
appointment of independent competent directors to join the board. Yet still, other studies document rather a
negative relationship (Barako et al., 2006). This, as suggested by Barako et al. (2006), maybe because a high
level of independent directors may, itself, substitute for the need to rely on corporate reporting to assure
stakeholders oofthe legitimacy of the firm’s operations. Our view, notwithstanding, is consistent with the
agency theory, and the study further argues that a higher number of NEDs on the board may promote corporate
legitimacy by increasing voluntary reporting to satisfy various stakeholders.

Several past studies and current studies researchers have comprehensively investigated the literature on
disclosure. However, these studies fall short to address the level of influence of corporate governance on the
voluntary disclosure of listed firms operating in Ghana as well as research on the variations in the types of
voluntary details disclosed by listed banks operating in Ghana aftermath of the central bank'’s recapitalization
and cleaning-up program of the banking industry. This study fills this hiatus by examining the relationship
between corporate governance and voluntary disclosure of listed banks operating in Ghana in the annual
reports from the 2017 to 2021 accounting year and advance to determine whether there are no significant
variations in the types of voluntary details disclosed by listed banks operating in Ghana.

Page 2421 .. .
www.rsisinternational.org


https://rsisinternational.org/journals/ijriss/
https://rsisinternational.org/journals/ijriss/
http://www.rsisinternational.org/

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (1JRISS)
ISSN No. 2454-6186 | DOI: 10.47772/1JRISS [Volume VIII Issue 11IS July 2024 | Special Issue on Education

- ! .
%, >
4 RSIS ~

METHODOLOGY

This research was based on the quantitative research strategy. This was employed to enable the researcher to
assess the financial annual reports of listed banks in Ghana. The study employed a descriptive research
design. This enabled the researcher to describe the relationship between corporate governance and voluntary
disclosure in listed banks in Ghana. The study uses secondary data collected from annual reports of Ghanaian-
listed banks between 2017 and 2021. There are currently twenty-three universal banks in Ghana, comprising
fourteen (14) foreign-controlled banks and nine (9) locally-controlled banks. Only nine (9) out of twenty-three
(23) banks are listed on the Ghana Stock Exchange, but only eight (8) are operational in Ghana. The study
chose the eight listed banks and they are Access Bank Ghana, Agricultural Development Bank, CAL Bank
Ltd, Ecobank Ghana Ltd, GCB Bank Ltd, Republic Bank Ghana Ltd, Societe Generale Ghana Ltd, and
Standard Chartered Bank Ghana Ltd.

Variable Measurements

A voluntary disclosure checklist was constructed to measure and present insights about the extent and nature of
the level of voluntary disclosures published in annual reports issued by eight (8) listed banks on the Ghana
Stock Exchange; forty (40) annual reports of 8 banks listed for the years 2017 to 2021 was analyzed using this
disclosure checklist. This checklist instrument consists of 118 voluntary disclosure items segmented into
strategic, financial, and non-financial details. There are four subcategories under the strategic details category:
general details with 25 items, corporate strategy details with 15 items, research and development with 3 items,
and future prospects with 8 voluntary disclosure items. In the non-financial details category, there are three
subcategories: details about directors with 7 items, details about employees with 12 items, and social policy
details with 6 items of voluntary disclosure. There are four subcategories within the financial details category:
segment details with 15 items, financial review with 13 items, as well as foreign currency and stock price
information with three and five items, respectively, of voluntary disclosure. The disclosure checklist was
developed based on prior studies (Cooke, 1989a, Meek et. al., 1995; Botosan, 1997; de la Bruslerie and
Gabteni, 2010, Barako, 2007, Koduah, 2020)), and an examination of international trends and standard
reporting practices (such as UNCTAD, 2017) and also based on guarded consideration of entity's complete
annual report consisting of financial statements. The study employed an unweighted approach. This approach
is most appropriate when no specific user groups are given importance. The information items are numerically
scored dichotomously. The complete audited annual reports for each firm were reviewed to understand the
nature and complexity of each bank operation. In addition, they were reviewed to form an opinion about the
firm before scoring the items. According to the unweighted disclosure approach, a bank scores “1” for an item
disclosed in the annual report and “0” if it is not disclosed. The voluntary disclosure score (VD Score) was
then computed for each firm as a ratio of the total voluntary disclosure score (TVD Score) for the bank to the
maximum voluntary disclosure score (VD Max) possible. Each bank's disclosure score (VD Score) was
expressed as a percentage.

Below is a mathematical representation of the voluntary disclosure score (VD Score):

TVDS di
VD Score = > _ I, ¢
VDMax Y, di

where:

VD Score = Voluntary disclosure score/index (extent of disclosure);
VD Max = Maximum voluntary disclosure scores possible;

TVD Score = Total voluntary disclosure score for each company;

di = Disclosure item i;

m = Actual number of relevant disclosure items (m # n); and

n = Number of items expected to be disclosed
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Table 3.1 Variables Definitions and Measurements

Variable Definition/measurement

Dependent variable

Voluntary disclosure (VD Score) | Quantity and depth of non-mandatory information or data that
Is contained in the management discussion and analysis in the
audited annual reports

Independent variables

Board size (BDSZE) Number of persons serving as directors on the bank’s board at
year-end t
Female Director (FEDIR) The proportion of female directors represented on the board.

The proportion of NEDs (PNED) | Number of non-executive directors divided by the total
number of directors on the board

Auditor Type (AUDTYP) An indicator variable equal to one if the bank is audited by a
Big 4 audit firm at year-end t, otherwise zero

Control variables

Bank size (BSZE) The natural logarithm of the total assets of the firm

Profitability (ROA) The bank’s net profit after tax is divided by its net assets and
expressed as a percentage

Leverage (LEV Bank’s total debts are divided by its total assets

Model Specification

The generalized least square pooled regression model, which will be fitted to the data to assess the effect of
each independent variable on the disclosure data associated with the voluntary disclosure score (VD Score)
and categories and to test the associated hypothesis:

VD Scorei= o + B.BSZEi + P2 PNEDyt + s AUDTYPi + B4 FEDIR ict Bs LEVi + BsPRFT + B7 Log Bank
SZEitt+ Uit

where:

VD Score = is the total voluntary disclosure score;

BSZE = is board size; FEDIR = is the proportion of female directors; PNED = is the proportion of NEDs;
AUDTYP = is auditor type; BSZE = is bank size;

PRFT = is profit of the bank; LEV = is leverage;

o = is total constant; and

W = is the error term

Determinants of Voluntary Disclosure in the Banking Sector of Ghana

Voluntary disclosure (VD) as the dependent variable and the corporate governance (CG) mechanism as the
independent variable is examined in this section. Table 4.2 shows descriptive statistics of the dependent and
independent variables, the VD score ranges between 57.87% and 72.12% and the mean is 63.59%, a slightly
above-average VD score consistent with (Koduah, 2020). This illustrates that, on average from 2017 to 2021
the listed banks disclosed 63.59% of 118 checklist items.
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It is shown in the annual reports that, the maximum board size (BDSZE) for banks is 13 members, and the
minimum is 7. The average board size of the listed banks is 9 boards of directors. Further, the results show the
least number of PNEDs on the board is one, with a maximum of eight members. In Ghana, listed banks have a
mean of five non-executive directors on their boards, indicating high board independence.

The data shows a mean of one (1) auditor type (AUDTYP), which suggests that 100% of Ghanaian listed
banks used a 'Big 4' audit firm between 2017 and 2021. Table 4.1 reveals that on the boards of the eight listed
banks, there are an average of two (2) women, with a minimum of two (2) and a maximum of three (3) women.
It appears that male directors largely dominate Ghanaian listed banks' boards.

Table 4.1 Descriptive Statistics of VD and CG

Variables N Mean SD MIN MAX
VD 8 0.6359 0.0574 0.5787 0.7212
BDSZE 8 9.375 1.9226 7 13
PNED 8 4.75 2.3146 1 8
AUDTYP 8 1 0 1 1
FEDIR 8 2.125 0.9910 0 3

Table 4.2 Pearson’s correlation coefficient

Variables | VD BD NED Auditor | Women | Leverage | Profit Firm
Size Size

VD 1

BSZE 04272 |1

PNED 0.7453 | 05698 |1

AUDTYP | 0.0000 |0.0000 | 0.0000 |1

FEDIR 0.2718 | 0.3468 | 0.1713 | 0.0000 |1

LEV 0.2171 | 0.0783 | 0.2005 | 0.0000 |-0.1677 |1

PRFT 0.8157 | 0.4001 | 0.6841 | 0.0000 | 0.2665 | 0.2452 1

Bank Size | 0.1371 | 0.3745 | 0.2254 | 0.0000 |0.0870 |-0.2879 | 0.1170 |1

Pearson's correlation coefficient is an effective and powerful analytic tool for detecting multicollinearity
among Vvariables. According to (Shrestha, 2020) the Pearson's between each pair of independent variables
should not exceed 0.80; otherwise, the independent variables that show a relationship at or above 0.80 may be
suspected of exhibiting multicollinearity. This can affect the results of multiple regressions. This study found
no high correlation among the independent variables, as shown in Table 4.2 above.

Table 4.2 presents Pearson’s correlation coefficient between VD score and CG mechanisms. It shows that
some variables have significant correlations with VD. The data illustrate a significantly positive correlation
between VD and women on the board of directors (0.2718). Also, the results show that control variables have a
positive correlation with the dependable variable (VD), leverage (0.2171), profit (0.8157), and bank size
(0.1371). Notably, there is a significant negative correlation between VD, BDSZE (-0.4272), and PNED (-
0.7453). There is no linear relationship between the voluntary disclosure score and auditor type.

Regression Analysis and Hypothesis Testing

The R-square, F ratio, coefficient, and t-stat for the regression model and the results of the dependent and
independent variables were summarized. The F-value of the listed banks between 2017 and 2021 is 4.03
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(significant 0.1) which means that the model as a whole is significant and most of the independent variables
significantly affect the dependent variable. The R-square is 0.3082, which indicates that it can explain
approximately 30.82% of the variability in the data. This means the other variables that were not included in
the model account for about 69.18% of the variability in voluntary disclosure. The adjusted R-square indicates
that the independent variables explain about 20.71% of the VD variance.

Table 4.4 Regression Results

N=8 f-value=4.03 R?=0.3082 Adjusted R°=0.2071
VD Coefficient t-values P>t

BSZE -0.0128 -1.1573 0.2911

PNED -0.0184 -2.7380 0.0338

AUDTYP 0.2546 0.4568 0.0000

FEDIR 0.0158 0.6918 0.5149

LEV 0.0067 0.5449 0.6055

PRFT 0.0002 3.4535 0.0136

Bank Size 1.4102 0.3391 0.7461

There is a negative relationship between board size and the level of voluntary disclosure (coef. -0.0128) with
(0.2911) p-value; there is a statistically significant relationship between board size and level of VD. The
coefficient of board size means that one percent (1%) change in the board size brings a -1.28% change in the
VD average i.e., the board size has an inverse relationship with the level of disclosure. If the listed banks wish
to increase VD and transparency, they must reduce the number of directors on the board. This result is
inconsistent with (Boateng et al., 2022) and consistent with (Gyamerah & Agyei, 2016). Again, there is no
relationship between auditor type and the level of VD (0) with (0) p-value; however, the association is
statistically non-existent. The result suggests that the engagement of the ‘Big 4’ audit firm does not have any
effect on the level of voluntary disclosure in the banking sector of Ghana. This result aligns with the work of
(Boateng et al., 2022). With respect to Non-Executive Directors, there is a negative relationship between NED
and the level of VD (-0.0184) with a (0.0338) p-value, there is a statistically significant linkage between the
NED and the level of VD. The coefficient of NED means one percent change in NED brings -1.84% change in
the level of VD average. The results suggest a moderate or small number will lead to more VD than a larger
number of NED. According to Gyamerah and Agyei (2016), this result is in line with their findings. Lastly, the
results shows that women on the board of the listed banks have a positive association with the level of VD
(0.0158) with (0.5149) p-value. Statistically, the relationship between women directors and the VD is
significant. The coefficient of women directors brings a 1.58% change in the VD average. Hence, if listed
banks desire to increase VD and transparency, they must increase the number of women directors on the board,
which will lead to more VD. This result is consistent with Rao & Tilt's (2016) and Navjeet Gill, 2018 findings,
which state that women are more talented with multi-tasking, risk management, and communication skills than
men. A positive and significant relationship was found between voluntary disclosure in annual reports,
leverage, profitability, and firm size between 2017 and 2021 among listed banks. The findings imply that
increased bank profits, firm size, and leverage will result in more VD. Gyamerah and Agyei (2016) agree with
this conclusion.

CONCLUSION

Corporate disclosure is essential in times of financial uncertainty because it boosts shareholders' and potential
investors' confidence. This study investigates how corporate governance structures and firm-specific traits
affect voluntary disclosure in Ghana's listed banks' annual reports. The variables examined are board size,
auditor type, female directors, non-executive directors, bank size, profitability, and leverage. The results
indicate that female directors, bank size, leverage, and profitability are positively associated with voluntary
disclosure. Furthermore, non-executive directors and board size are negatively correlated with voluntary

Page 2425 .. .
www.rsisinternational.org


https://rsisinternational.org/journals/ijriss/
https://rsisinternational.org/journals/ijriss/
http://www.rsisinternational.org/

INTERNATIONAL JOURNAL OF RESEARCH AND INNOVATION IN SOCIAL SCIENCE (1JRISS)
ISSN No. 2454-6186 | DOI: 10.47772/1JRISS [Volume VIII Issue 11IS July 2024 | Special Issue on Education

- /
%, >
4 RSIS ~

disclosure. The 'Big 4' audit firms' engagement is not related to voluntary disclosure. The overall voluntary
disclosure score for listed banks is average. The findings indicate consistent growth in voluntary disclosure
from 2017 to 2021.

The study has contributed to our understanding of banks’ concerns regarding voluntary information disclosure
to their stakeholders. It has also contributed to our understanding of how they carry out their obligations and
responsibilities. The study's conclusions will help regulatory bodies and guidelines ensure full and fair
disclosure of information. The study could aid managers, investors, and other internal and external users.

RECOMMENDATIONS

e Regulatory authorities should do more by enforcing compliance with effective corporate governance
practices.

e To ensure high-quality corporate governance practices in the financial sector, the central government
should provide resources to regulators to help them carry out oversight tasks.

e Regulatory authorities should consider passing a policy on gender diversity on banks' boards since its
benefits are enormous. Also, regulators should limit bank board size.

Further Study

It would be useful to include unlisted banks in future studies to have a comprehensive picture of corporate
governance's impact on voluntary disclosure.
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APPENDIX A
1 STRATEGIC DETAILS
General Corporate Details
1 Brief History of the Bank
2 Description of the organization structure
3 Description of principal services
4 Description of major subsidiaries and properties
5 Description of marketing network for services
6 Client analysis
7 Number of customers
8 Transitions through digital channels
9 Accounts openings by digital means
10 Transactions using debit cards
11 Information on brand value
12 Awards and recognition
13 Description of commercial banking activity
14 Description of retail banking activity
15 Description of corporate banking activity
16 Description of public sector banking activity
17 Description of investment banking activity
18 Information on the best business practice
19 Remuneration structure of directors
20 Download volume of mobile applications
21 Countries of Presence and Operations
22 Digital evolution
23 Notice of meeting
24 Information on branches
25 Information on advisors
Corporate Strategy
26 Statement of strategy, Policy, and objectives - general
27 Statement of strategy, Policy, and objectives - financial
28 Statement of strategic business operation
29 Strategic development on current results
30 Strategic development on future results
31 Impact of Technology on current banking activity
32 Technological factors influencing future activity
33 Discussion on past industry tendencies
34 Discussion on future industry tendencies
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35 Description of activities with government entities

36 Description of security operation on banking activity
37 Developments of new products/services

38 Sustainable report

39 Information on risk management

40 Client satisfaction survey

41 Client satisfaction survey results

42 Client complaints management

Research and Development

43 Corporate policy on research and development
44 Location of research and development activities
45 Number employed in research and development

Future Prospects

46 Qualitative forecast of sales

47 Quantitative forecast of sales

48 Qualitative forecast of profits

49 Quantitative forecast of profits

50 Qualitative forecast of cash flows

51 Quantitative forecast of cash flows

52 Current period trading results - qualitative

53 Current period trading results - quantitative

2 NONFINANCIAL DETAILS
Details on Directors

54 Age of the directors

55 Educational qualifications (academic and professional)

56 Commercial experience of the extensive directors

57 Other directorships by executive directors

58 Affiliation of directors with other organizations

59 Information on Board meeting

60 Functions/responsibility and authority of the board
Details on Employees

61 Information on the Management team

62 Number of employees

63 Categories of employees by gender

64 Human Resources: training and development of employees

65 Amount spent on training

66 Nature of training

67 Number of employees trained

68 Information on female empowerment
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69 Information on Internship programmed

70 Responsible business practice

71 Equal Opportunities policy statement

72 Categories of employees trained

73 Special report on employees and social activities

Social Policy Details

74 Environmental protection programs (Health, safety, well-being)
75 Charitable donations (amount)
76 Community programs (general)
77 Political and social factors influencing future activity
78 Relationships in social networks
79 Financial education and inclusion
3 FINANCIAL DETAILS
Segment Details
80 Capital expenditures, Investments, quantitative
81 Competitor analysis - qualitative
82 Competitor analysis - quantitative
83 Market share analysis - qualitative
84 Market share analysis - quantitative
85 Information on depreciation
86 Advertising information (information) - qualitative
87 Advertising expenditure (amount) - quantitative
88 Effects of inflation on future operations - qualitative
89 Effects of inflation on results - qualitative
90 Effects of inflation on results - quantitative
91 Effects of inflation on assets - qualitative
92 Effects of inflation on assets - quantitative
93 Effects of interest rates on Results
94 Effects of interest rates on future operations
95 Economic factors influencing future activity
97 Treasury bill rate
Financial Review
98 Cash flow ratios
99 Liquidity ratios
100 Return on assets
102 Return on equity
101 Capital adequacy ratio
102 Other financial ratios
103 Financial highlights
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104 Dividend payout policy

105 Financial history or summary - five or more years
106 Information on fixed assets variations

107 Value added statement

108 Value added data

109 Value added ratios

110 Qualitative value-added information

Foreign Currency Information

111 Effects of foreign currency fluctuations on Results
112 Major exchange rates used in the accounts
113 Foreign currency exposure management description

Stock Price Information

114 Market capitalization and financial operations
115 The trend of Historical share price
116 Size of shareholdings
117 Type of shareholder (structure of ownership)
118 Shareholders names
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