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Abstract 

Corporate disclosures are essential for every stakeholders. Hence, in excess of mandatory disclosures companies are 

voluntary disclosed information. The voluntary disclosure level is different from company to company and there may 

be some factors which are affect to this variation. Therefore, the objectives of this study are to identify the extent of 

voluntary disclosure level and its determinants. In order to achieve these objectives the study develop a voluntary 

disclosure index including 83 items and the nine sub categories which include in this index analyzed by employing 

content analysis in the annual reports of quoted public banking and finance companies for the time period of 2012 to 

2015. Furthermore, this study analyze the selected variable to identify the determinants of voluntary disclosure level 

by employing panel data analysis. The study find that disclosures about general information, corporate environment, 

financial performance and risk management has more than 61% level and Corporate strategy, forward looking 

information, human and intellectual capital, competitive environment and outlook and corporate social responsibility 

information have less than 45% average in 2015 and it indicates that there is a much room for improvement in the 

context of voluntary disclosures. Furthermore, the study find that firm size, profitability, firm’s age, leverage and 

board independence as determinants of voluntary disclosure level and among them firm size, profitability and firm’s 

age have positive relationship and leverage and board independence has negative relationship. 

Keywords: Content analysis, Panel data analysis, Mandatory disclosure, Voluntary Disclosure 

1. Introduction 

Corporate disclosures can be considered as an imperative notion in both developed and emerging capital markets. 

The range of corporate disclosure is enormous and it can be vary from non-disclosure to complete disclosure (Elliott 

and Jacobson, 1994). This Corporate disclosures consist with both mandatory and voluntary disclosures. Mandatory 

disclosures are disclosed by companies to compliance with statutory regulations and voluntary disclosures can be 

defined as the disclosures which is not mandated (Cooke, 1992). Therefore companies disclose voluntary 

information in excess of the mandatory information. Organizations who disclose more information have opportunity 

to obtain some benefits such as lower capital costs, gain investor confidence, and improve marketability of their 

shares (Meek et al., 1995, Kristandl and Bontis, 2007) and Corporate disclosure is vital for the users of financial 

statements in order to make informed decisions on the valuation and investment (Iatridis and Alexakis, 2012; 

Charumathi and Ramesh 2015). Further voluntary disclosures is a device which reduce the information gap in 

between insiders and the stakeholders. Furthermore, if management voluntary disclose information, then they will be 

able to enhance the credibility of their reporting among stakeholders. Therefore, due to the gravity of importance of 

voluntary disclosures researchers, national accounting bodies and all other stakeholders began to make their 

attentiveness on the voluntary disclosures provided by corporate bodies within last few decades. 

However, the degree of providing voluntary accounting disclosures varies from firm to firm (Iatridis and Alexakis, 

2012) and there are factors which influence to voluntary information in annual reports and it lead to have variation in 

the level of disclosure among companies (Nazli, 2008). It is true that mandatory disclosures essentially disclosed by 

firms as per regulatory requirements, therefore there will not be any motive factors to do so. However, without any 

statutory requirement organization disclose voluntary information. Therefore, it is very important to comprehend the 

extent of this voluntary disclosure level and the factors which affect to this voluntary disclosure level. 
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Even though there are ample studies available internationally such as Cerf 1961; cooke 1992; Ahmed and Nicholls 

1994; Wallace et.al. 1994; Meek et.al. 1995; Inchausti, 1997; Haniffa and Cooke 2002; Naser et.al. 2002; Gul, and 

Leung 2004; Leventis and Weetman, 2004; Barako et al. 2006; Huafang and Jianguo 2007; Lim et al. 2007; 

Abdullah and Ku Ismal 2008; Hossain and Hammami 2009; Ousama and Fatima; 2010; Iatridis and Alexakis, 2012; 

Al-Shammari, 2013; Charumathi and Ramesh 2015; Habbash et.al. 2016, only few published studies could be found 

in the area of voluntary disclosures in annual reports in Sri Lanka. Therefore with the identification of determinants, 

this study seek in depth analysis of voluntary disclosure level in Banking and Finance companies in Sri Lanka. 

Hence, this study formulated two objectives as; to examine the extent of voluntary disclosures in corporate annual 

reports in banking and finance companies and o identify the determinants of voluntary disclosure level in banking 

and finance companies. 

By achieving these two objectives, this study contributes to understand the voluntary disclosure practices in annual 

reports of banking and finance companies and the motives of voluntary disclosures. Therefore, this study fill a gap 

on empirical studies in voluntary disclosures in annual reports in Sri Lankan companies and it lead to extent the Sri 

Lankan literature on voluntary disclosures in three ways. Firstly, the study add clarity to the ongoing voluntary 

disclosure debate from the perspectives of an emerging market. Secondly, this study provides the voluntary 

disclosure index which can be used by researchers for their future studies. Thirdly, the study used the panel data 

analysis and the researcher found very few studies which used panel data analysis to study the determinants of 

voluntary disclosures. This study not only contribute to the theoretical world but also to the practical world. Because 

based on the findings of this study, management of companies and regulatory bodies can identify the motives of 

voluntary disclosures and it will support to their decision making process. Further, this results would be essential to 

the existing and future investors. 

The balance part of the paper is organized as follows. The next section consists with the prior research studies on 

voluntary disclosures and theoretical background. Methodology section explains the sample, population of the study, 

data and research method. Fourth section analyses the data, results and findings. Fifth section discuss the findings of 

the study with support from the prior studies and the lastly, the conclusion of the study presented. 

2. Literature Review and Hypothesis Development 

Since the work done by Cerf (1961) the topic of determinants of voluntary disclosures become more attractive and 

important study area among academicians and it caused to have substantial literature on the quality of voluntary 

disclosure level and  the association between the voluntary disclosure level and the various determinants. Studies 

such as Naser et.al 2002; Barako et al. 2006; Ousama and Fatima; 2010; Al-Shammari, 2013 identified the level of 

voluntary disclosures and Studies such as Cerf 1961; cooke 1992; Ahmed and Nicholls 1994; Wallace et.al.1994; 

Meek et.al. 1995; Inchausti, 1997; Naser et.al. 2002; Gul and Leung 2004; Leventis and Weetman, 2004; Barako 

et.al 2006; Huafang and Jianguo 2007; Abdullah and Ku Ismal 2008; Iatridis and Alexakis, 2012; Charumathi and 

Ramesh 2015 attempt to identify the determinants of voluntary disclosures in various countries and in various 

industries. 

Agency theory explain that why firms should and do disclose information and it provides theoretical perspective for 

this study. Agency theory developed by Ross 1973 and it was further studied and expanded by Jensen and Meckling 

in 1976. According to the agency theory, the disclosure by the companies tends to reduce the information asymmetry 

between external stakeholders and management. The management acts as agents to shareholders and the 

management is expected to act in the best interest of the shareholders and inform the shareholders through proper 

disclosures, the absence of which would increase the agency costs in the form of litigations and auditing expense 

(Charumathi and Ramesh 2015). Therefore one of the reason to have agency cost is imperfect information available 

to shareholders which do not adequate to make proper decisions. Hence, strength voluntary disclosure level will be 

affect to reduce the agency cost. 

Hence, by taking the agency theory as theoretical foundation and with support of the literature all the hypothesis are 

developed for the study. 

2.1 Size 

Firm size can be identified as an important variable which affect to level of corporate disclosure. Agency problem 

can be efficiency controlled by small noncomplex organizations (Fama and Jensen 1983). Therefore it suggest that if 

the firm size is small then the agency cost also will be decreased. Therefore, to avoid this agency conflict, larger 

firms may disclose more voluntary information and this suggestion is supported by the studies Ahmed and Nicholls 

1994; Souissi and Khlif 2012; Iatridis and Alexakis, 2012. Studies were explained the reasons behind to have this 
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kind of relationship. Firms should incur more cost to prepare and disclose the information and it became financial 

burden to small firms, but large firms can incur that expenditure without burden (Naser et al. 2002). Furthermore, 

more than the small firms’ larger firms rely on financial markets to enhance funds and therefore for that purpose they 

naturally required to disclose more information (Ahmed and Nicholls 1994). Therefore, Studies such as Cerf 1961; 

Ahmed and Nicholls 1994; Wallace et.al.1994; Inchausti, 1997; Naser et.al. 2002; Gul, and Leung 2004; Leventis 

and Weetman, 2004; Barako et.al 2006; Huafang and Jianguo 2007; Lim et al. 2007; Abdullah and Ku Ismal 2008; 

Hossain and Hammami 2009; Bhasin et.al. 2012; Uyar et.al. 2013; Habbash et.al. 2016 identified the positive 

relationship between firm size and corporate disclosure level. However studies such as Haniffa and Cooke 2002 

identified that size is not a significant factor which determine the level of corporate disclosure. 

Based on the theoretical and literature foundation the hypothesis is developed as; 

H1: There is a positive relationship between firm’s size and the voluntary disclosure level. 

2.2 Profitability 

From the perspective of the agency theory, in order to obtain personal advantages, the management of very profitable 

firm will use information (Inchausti, 1997). 

Previous studies have provided mix results on the relationship between firm profitability and disclosures. Studies 

such as Wallace et.al. 1994; Haniffa and Cooke 2002; Naser et.al. 2002; Gul, and Leung 2004; Lim et al. 2007; 

Habbash et.al. 2016 identified the significant positive relationship among firm’s profitability and corporate voluntary 

disclosures. Such a relationship exist because firms do not voluntary provide rich accounting disclosures when they 

are not performing well and firms that perform well voluntary disclose detailed accounting information (Iatridis and 

Alexakis, 2012). Furthermore, management of companies which has more profits motivated to disclose more 

information to support continuance of firm’s position and to increase its compensation (Naser et.al. 2002). 

However, studies such as Wallace et.al. 1994; Inchausti 1997, Barako et.al 2006; Abdullah and Ku Ismal 2008; 

Hossain and Hammami 2009 found that no relationship between firm’s profitability and level of corporate 

disclosure. 

Based on the agency theory expectations and supported literature, the hypothesis to be tested in the study is; 

H2: There is a positive relationship between firm’s profitability and voluntary disclosure level. 

2.3 Age 

Prior studies made arguments in favor of negative relationship among firm’s age and voluntary disclosures and as 

well as positive relationship. Haniffa and Cooke 2002 mentioned that, to enhance the confidence of investors who 

may think that new firm as risky and to reduce skepticism, newly listed companies need to disclose more 

information.  

However, contradict with that argument Owusu-Ansah 1998 mentioned that older firms are disclose more 

information in their annual reports than younger firms. According to him younger firms are reluctant to disclose 

some certain information such as research expenditure, capital expenditure and product development due to the fear 

to loss of competitive advantage. But older firms believed that presenting of those information will not be affect to 

loss their competitive position.  Further according to his argument the cost of disseminating information also high 

to the younger firms than older forms and also younger firms do not have required track records to rely on for public 

disclosure. Further, in his study he identified the positive association in between firm’s age and disclosure level. 

Supporting to that argument Hossain and Hammami (2009) and Habbash et.al. (2016) found the positive relationship 

between firm’s age and voluntary disclosure level.  

However, Haniffa and Cooke 2002; Uyar et.al. 2013 identified that there is no relationship among firm’s age and 

voluntary disclosure level. 

Based on the above arguments which are made in favor of positive relationship, the hypothesis is developed as; 

H3:  there is a positive association between listing age of companies and the extent of voluntary disclosure of 

information. 

2.4 Leverage 

The problem of information asymmetry and agency cost exist in between creditors and company (Jensen and 

Meckling 1976). Therefore to cope with this problem management should disclose more information. This lead to 

have positive relationship with the leverage and voluntary disclosure level. Before providing any loans the lenders 

and creditors asked more information form the companies (Naser et.al. 2002), therefore the firms who have intention 
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to obtain more debts disclosed more information in their annual reports. Findings of Hossain et al. 1994; Naser et.al. 

2002; Lim et al. 2007 were supported to that theoretical expectation. However, opposed to that expectation Uyar et.al. 

2013 and Habbash et.al. 2016 identified the negative relationship. Furthermore, Leventis and Weetman, 2004 

identified that there is no relationship between leverage and the voluntary disclosure level. 

However, based on the theoretical foundation the hypothesis is developed as; 

H4: There is a positive relationship between firm’s leverage and voluntary disclosure level.  

2.5 Ownership Concentration 

There may be high agency conflict when there is a wider spread of shares ownership (Fama and Jensen, 1983). 

Therefore to reduce this conflict, companies may voluntarily disclose more information. Hence, it leads to expect the 

positive relationship between ownership concentration and voluntary disclosure level. However, there are mixed 

results for this relationship. Studies such as, Haniffa and Cooke 2002 identified positive relationship and studies such 

as Hossain et.al. 1994; Barako et.al 2006; Lim et al. 2007identified negative relationship. Whilst Craswell and Taylor 

(1992) found no relationship between ownership structure and voluntary corporate disclosure.  

However in line with agency theory expectation the hypothesis test on this regard is, 

H5: There is a positive relationship between ownership concentration and voluntary disclosure level. 

2.6 Board Independence 

Fama and Jensen 1983 suggested that effective boards would be largely comprised of outside directors to ensure 

better monitoring of management. Therefore, more independence directors would be caused to reduce the agency 

conflict and it may be occur due to the disclosure of more voluntary information in the annual reports. 

If non-executive independent directors are actually carrying on their monitoring role then they expect more 

disclosure level (Haniffa and Cooke 2002; Eng and Mark 2003) and independent directors have motivation to 

disclose information voluntary to protect their reputation (Lim et.al. 2007). Therefore, proportion of independent 

directors are positively related to the board’s ability to influence disclosure (Beasley 1996). Therefore it lead to have 

positive relationship between board independence and voluntary disclosure level. Huafang and Jianguo 2007; Uyar 

et.al. 2013 identified positive relationship between board independence and voluntary disclosure level. Hoewever, 

contradict with those results Eng and Mark 2003; Gul and Leung, 2004; Barako et.al 2006 found the negative 

relationship among board independence and voluntary disclosure level some others found no significant association 

(Forker, 1992; Haniffa and Cooke, 2002; Habbash et.al. 2016). 

Therefore, based on the prior studies and with back of agency theory the hypothesis is developed as;  

H6: There is a positive relationship between board independence and voluntary disclosure level 

3. Methodology 

This section focuses the mechanism which used to achieve two research objectives of this study. Therefore, this 

explains the population and sample of the study, data and research method. 

All quoted public banking and finance companies were used as the population of this study. Currently 62 companies 

are registered under the banking, finance and insurance sector in Colombo Stock Exchange (CSE). Some items 

which include in voluntary disclosure index cannot be applied to non-financial companies. Therefore, the study 

selected only the banking and finance companies. it All the insurance companies and the companies which do not 

have continuous data were excluded from the sample. Therefore sample consist with 50 companies.  Since the time 

period is 2012 to 2015, the study has 200 observations.  

This study do the content analysis (Note 1) of annual reports of quoted public banks and finance companies for the 

year 2012 to 2015 and the content analysis can be identified as the primary tool for analyze the annual reports. It can 

be defined as “A method of codifying text into different groups depending on selected criteria” (Weber, 1988).The 

content analysis is aimed to measure the level of voluntary disclosures of banking and finance companies. Voluntary 

disclosure index is developed, based on the indexes adopted and developed by Bhasin et.al. 2012; Ismail and 

El-Shaib 2012; Al-Shammari 2013; Haji and Ghazail 2013; Ho and Taylor 2013 and Charumathi and Ramesh 2015. 

Therefore the items are added based on those studies to provide empirical support of the index and each element is 

checked to eliminate the mandatory disclosures from the index. By considering all items are equally important this 

study used unweighted approach to score the items in disclosure index (Cooke; 1989; Hossain et.al., 1994; Wallace 

et al., 1994; Naser et.al. 2002; Ousama and Fatima; 2010) 
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Analyzing the presence or absence of particular items of information is a most commonly used from of content 

analysis (Patten, 2002). Therefore, this study also analyze the present or absent of 83 disclosure items which are 

shown in Table 1 and the companies were awarded one (1) if the item is present and zero (0) if the item is absent. 

Thereafter, score of each item add together to calculate total for each company for each year and it compares with the 

maximum possible voluntary disclosures of the company (Leventis and Weetman, 2004). Therefore the index is 

calculated as follows. 

Voluntary disclosure index = Total of voluntary items/ Maximum possible voluntary items (83) 

The above value has been taken as a measurement of dependent variable. 

Table 1. Voluntary Disclosure Index 

A. Background about the Bank, Finance company or 

Insurance company/ General Information  (11) 

E.10 Disclosures on value-at-risk (VAR)  

A.1. Brief narrative history of the bank/ Finance 

company  

E.11. Maturity of foreign currency assets and liabilities 

A.2. Description of bank/ Finance company Structure  E.12. Maturity information about deposits and other 

liabilities 

A.3. Description of major services   

A.4. The legal form of the bank/ Finance company  F. Forward looking information  (9) 

A.5. Address of bank or Finance company/telephone/fax F.1. Forecasts of cash flows 

A.6. Bank / Finance company Website address F.2. Forecasts of revenue 

A.7. Email address  F.3. Economic influence to bank’s or company’s future 

A.8. Date and details of establishment  F.4. Political influence to bank’s or company’s  future 

A.9. General Outlook of business activities  F.5. legal influence to bank’s or company’s   future 

A.10. List of branches location F.6. Social influence to bank’s or company’s    future 

A.11. Information on branches/telephone/fax/ adders for 

correspondence 

 F.7. Technological influence to bank’s or company’s  

future  

 F.8. Impact on strategies to the future performance 

B. Corporate Strategy (6) F.9. Discussion on future industry trend 

  

B.2. Corporate Mission G. Human and Intellectual Capital (16) 

B.3. Corporate Goals and Objectives G.1.  Marketing innovation 

B.4. Corporate ethics G.2. Brand values 

B.5. Corporate Values G.3.Value of customer relationship 

B.6. Corporate Strategies G.4.Value of patent/trademarks 

 G.5. RandD facilities 

C. Corporate Environment (5) G.6.No. Of employees engaged in RandD 

C.1. General Outlook of the economic environment G.7. RandD focus areas 

C.2. General Outlook of the industry environment G.8.Total No. of employees 

C.3. General Outlook of the social environment G.9. Category of employees by gender 

C.4. General Outlook of the legal environment G.10. Policy on training 

C.5. General Outlook about the political environment G.11. Category of employees undergoing training 

 G.12. Amount spent on employee training 

D. Financial Performance (10) G.13. Equal opportunity policy statement 

D.1 Brief discussion and analysis of a bank’s / Finance 

company’s financial position. 

G.14. Employee safety policies 

D.2. Qualitative forecast of earnings G.15. Employee recruitment policy 

D.3. Return on equity G.16.Human resources accounting 

D.4. Net interest margin  
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D.5. Earnings per share H. Competitive Environment and Outlook (6) 

D.6. Risk weighted assets H.1. Estimation of market size 

D.7. Debt to Equity ratio H.2. Estimation of market growth 

D.8. Total liquid asset to assets ratio H.3. Market share analysis 

D.9. Loan to deposit ratio H.4.Barriers to entry 

D.10 Dividend per share H.5.Competitive environment 

 H.6. Impact of competition on profit 

E. Risk Management (12)  

E.1. Information on risk management committee I. Corporate social responsibility (8) 

E.2. Information on assets liability management 

committee 

I.1. Sponsoring public health, sporting or recreational 

projects 

E.3. Information on risk management structure I.2. Information on donations to charitable organizations 

E.4. Information on credit management structure I.3. Supporting national pride/ government.- sponsored 

campaigns 

E.5. Quantitative information on gross loan/deposits I.4. Environmental protection program implemented 

E.6. Amount and details of problem loans or details by 

internal risk ratings 

I.5. Awards for environmental protection 

E.7. Disclosure of credit rating system I.6. Employee’s appreciation 

E.8. Ageing schedule of past due loans and advances I.7. Discussion of employees’ welfare 

E.9. General descriptions of market risk segments I.8. Statement of corporate social responsibility 

Size, profitability, age, leverage, ownership concentration and board independence are taken as independent 

variables to the study and table 2 presents the operationalization of the variables which were developed based on the 

literature.  

Table 2. Operationalization of variables 

Independent 

Variable 

Measurement Prior Studies support to the measurement of the study 

Size Logarithm of total assets Owusu-Ansah 1998; Gul and Leung 2004; Lim et.al. 2007; 

Bhasin et.al. 2012; Allegrini andGreco 2013; 

Frı´as-Aceituno et al. 2014; Charumathi, B., and Ramesh, L. 

2015 

Profitability Net Profit/ Total Assets Meek et al., 1995;Allegrini and Greco 2013; Frı´as-Aceituno 

et al. 2014; Charumathi  and Ramesh 2015 

Age Listing Age Owusu-Ansah 1998; Haniffa and Cooke 2002; Hammami 

2009; Uyar et.al. 2013 

Leverage Debt/ Equity Leventis and Weetman, 2004; Allegrini andGreco 2013;  

Charumathi and Ramesh 2015 

Ownership 

Concentration 

Percentage of total shares on 

issue that were held by the 20 

largest shareholders. 

Barako et al. 2006; Oliveira et al., 2006; White et al., 2007; 

 

Board 

Independence 

Number of non executive 

independent directors on the 

board as a percentage of the total 

number of directors of the 

company.  

Gul and Leung 2004; Barako et al. 2006; Cheng and 

Courtenay 2006; Lim et.al. 2007; White et al., 2007; 

Charumathi  and Ramesh 2015 

 

To examine the extent of voluntary disclosures, five categories are formulated based on the voluntary disclosure 

level (DL) as, 0< DL>=20 – Very Little Extent, 20< DL >=40 - Little Extent, 40< DL >=60 - Some Extent, 60 

<DL >= 80 – Great Extent and 80 < DL >= 100 – Very Great Extent. 

To identify the determinants of voluntary disclosures panel data analysis (Note 2) used for the study. Firstly, by 

using F test it examines the group effects to see whether which model is best over from pooled Ordinary Least 
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Square (OLS) and Fixed Effect (FE) model. This test carried out to see whether there is the fixed effect or not (Park, 

2011), i.e. a test of the null hypothesis that all the firms share the same intercept against the alternative varies.  

Secondly, it carries out Hausman test to see whether which model is best over from FE model and random effect 

model. The Hausman test compares the fixed and random effect models under the null hypothesis where 

unobservable effect is uncorrelated with any regressors of the model (Hausman, 1978).  

Thirdly, it tests the existence of time fixed effect. Also the study tested the multi-collinearity by employing Variance 

Inflation Factor (VIF) and tolerance value. Furthermore cross sectional dependence, heteroskedasticity and serial 

correlation by employing pesaran’s test of cross sectional dependence, modified wald test and Wooldridge test 

respectively for panel data to assure that the study used well behaved panel data and the null hypothesis of these tests 

are no cross sectional dependence, no heteroskedasticity and no serial correlation respectively. 

Based on that following model is developed to the analysis. 

VDit = ∝it+ βXit + ɳi + νt +  εit 

Where, 

VDit = Voluntary Disclosure Level for the i firm and t time 

Xit = determinants of voluntary disclosure level for the i firm and t time which consist with size, profitability (prof), 

age, Leverage (Lev), Ownership concentration (Own) and Board Independence (Ind). 

ɳi = The unobservable firm specific effect 

νt = Year fixed effect 

4. Analysis of Results 

This section analysis the data, results and findings of the study. 

4.1 The Extent of Voluntary Disclosure Level 

Firstly, this study analyze the extent of voluntary disclosure level of banking and finance companies with the focus 

of nine categories which are considered to measure the voluntary disclosure level and the extent of disclosure level 

explain as follows in each graph. 

 

 

 

 

 

 

 

 

 

 

 

Determinants of Voluntary Disclosure level 

 

Figure 1. Disclosure level of General Information 

Out of 50 companies, 99% are above the ‘Little extent’ level and no any company in the ‘More Little extent’ level. 

There is significant increase in Great extent and Very Great Extent categories, it has been increased from 78% to 94% 

from 2012 to 2015. 
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Figure 2. Disclosure level of Corporate Strategy 

Majority of companies are in the poorer level of compliance, 91% companies are in underneath to the Great extent 

level. Disclosures level of the companies are 90% in year 2012 and 2015, 92% and 94% in year 2013 and 2014 

respectively. Close to this scenario Companies which are in great and very great extent are presenting 10% 

disclosing level in year 2012 and 2015, and also level of disclosing in 2013 and 2014 are 8% and 6% respectively.   

 

 

 

 

 

 

 

Figure 3. Disclosure level of Corporate Environment 

Level of disclosures are 40% in the little extent category where others show 7% (Very Little Extent), 26% (Some 

extent), 14% each for great and Very great extent categories. Little extent level disclosures has decreased to 28% 

from 44% during considered period of time. 

 

 

 

 

 

 

 

Figure 4. Disclosure level of Financial Performance 

 

Degree of compliance 4% and 2% in Very Little extent and Very Great Extent categories, while 94% shows in little 

extent and grate extent categories. During the considerable period of time 2% constant disclosure level can be seen in 

the Very great extent category. Very little extent category shows 10% discloser level in year 2012, it has drop down 

to 2% in year 2013 and then maintained same level in 2014 and 2015 also. 
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Figure 5. Disclosure level of Risk Management 

Out of analyzed 50 companies 76% companies are in the level of some extent and great extent levels. It was 62% in 

year 2012 and it has been increased to 80% in immediate year, and maintained same percentage here after. 

 

 

 

 

 

 

 

Figure 6. Disclosure level of forward looking information 

It was observed that level of disclosures of Forward Looking Information are less. 96% companies are in lesser than 

the Great extent category.  No any company in the Very extent level in discloser category, and only 4% of the 

companies are in the Great extent level. 

 

 

 

 

 

 

 

Figure 7. Disclosure level of Human and Intellectual Capital 

Companies were failed to rank in Very great extent category and also only 3% companies from the sample were in 

the great extent category. Other companies ranked below to great extent level and it is 96% for year 2012, 2014 and 

2015 while 98% disclosing level showing in the year 2013. 
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Figure 8. Disclosure level of Competitive Environment and Outlook 

88% from the sample was below to some extent level. From that 56% companies are in very little extent category. It 

was noted that disclosing level reduced up to 48% from 62% during the period of 2012 to 2014.  

 

 

 

 

 

 

 

Figure 9. Disclosure level of Corporate Social Responsibility 

Level of disclosing is 4% for very high extent, other 96% were distributed as follows; 26%, 24%, 21% and 25% for 

very little extent to Great extent respectively. Companies ranked below to the great extent level shows 96% 

disclosers level in year 2012, and it has been drop down to 92% in year 2015 

Secondly, table 3 shows the number of disclosure item in each element disclosed by companies in 2012 and 2015 

and it also presents the average disclosure items and percentage of disclosed items from all items of each content 

element. 
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Table 3. Summary of voluntary disclosure level 

Content 

Element 

No. 

of 

Comp

anies 

No. 

of 

disclo

sure 

items 

Total number of presence Average Average % 

2012 2013 2014 2015 2012 2013 2014 2015 2012 2013 2014 2015 

General 

Information   
50 11 392  405  420  420   7.84   8.10   8.40   8.40  71% 74% 76% 76% 

Corporate 

Strategy  
50 6 112  122  122  126   2.24   2.44   2.44   2.52  37% 41% 41% 42% 

Corporate 

Environment  
50 5 132  139  139  154   2.64   2.78   2.78   3.08  53% 56% 56% 62% 

Financial 

Performance  
50 10 259  276  291  305   5.18   5.52   5.82   6.10  52% 55% 58% 61% 

Risk 

Management  
50 12 308  350  367  377   6.16   7.00   7.34   7.54  51% 58% 61% 63% 

Forward 

looking 

information  

50 9 147  146  154  161   2.94   2.92   3.08   3.22  33% 32% 34% 36% 

Human and 

Intellectual 

Capital  

50 16 202  213  239  259   4.04   4.26   4.78   5.18  25% 27% 30% 32% 

Competitive 

Environment 

and Outlook  

50 6 66  70  78  87   1.32   1.40   1.56   1.74  22% 23% 26% 29% 

Corporate 

social 

responsibility  

50 8 158  166  166  174   3.16   3.32   3.32   3.48  40% 42% 42% 44% 

According to the results of empirical analysis we can conclude that there is increasing trend in voluntary disclosures 

throughout the considered period. As a whole, level of voluntary discloses was increased 42% to 49% for the 

duration of 2012 to 2014. 

Highest average percentage can be seen in General information (71%-2012 and 76%-2015) while lowest average 

presenting in the ‘Competitive environment and Outlook’ (22%-2012 to 29%-2015). Banks and Finance companies 

have disclosed below mention information like Company history, structure, major services and other corporate 

information such as legal form, address, Telephone, Fax, Web details and particulars about branches other than facts 

regards Market details (Size, Growth and Share, entry barriers) and Competitive environment. 

Corporate strategy, forward looking information, human and intellectual capital, competitive environment and 

outlook and corporate social responsibility information have less than 50% average. 

When considering the average disclosing level throughout 2012 to 2015, highest increase can be seen in Risk 

Management disclosures that is 11% upturn with respect to year 2012. There is only 3% increasing rate display for 

disclosures on Forward Looking Information. Increasing rate of other category of voluntary disclosers are as follows;  

4% for Corporate Social Responsibility, 5% General information and Corporate Strategy and 7% for discourses 

under the topics of Corporate Environment and Financial Performance. In places of Human and Intellectual Capital 

and Competitive Environment and Outlook shows 7% rate while 9% rate presenting Corporate Environment and 

Financial Performance. 

4.2 Determinants of Voluntary Disclosure Level 

Thirdly, F test and Hausman test carried out to identify the best model which should be used to identify the 

determinants of voluntary disclosures. P value of F test is 0.0000 leads to reject the null hypothesis i.e. there is no 

firm fixed effect. This result indicated that the fixed effect model was better than the pooled OLS model. Further, p 

value of hausman test is 0.0000 and therefore the null hypothesis of cross-section random effects is rejected. In this 
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case, the fixed effect estimation is preferred to random effect model. Therefore the results confirmed that the fixed 

effect model is an appropriate method to identify the determinants of voluntary disclosures. 

Furthermore to assure that the study used well behaved panel data firstly it test the multi-collinearity and VIF values 

are lie below 10 and tolerance values are lie above 0.10 and it indicate that each independent variable act 

independently. Since the P values are 0.1157, 0.076 and 0.087 for the results of  Pesaran's Test of Cross-sectional 

Dependence, Modified Wald Test for Group Wise Heteroskedasticity and Wooldridge Test for Autocorrelation 

respectively, the study assured that there is no cross sectional dependence, no heteroskedasticity and no serial 

correlation. 

Based on the identification of the best model, table 4 presents the empirical results of fixed effect model which used 

to identify the determinant of voluntary disclosures. (Note 3) 

Table 4. Results of Fixed Effect Model 

Periods included: 4   

Cross-sections included: 50   

Total panel (balanced) observations: 200 

Dependent Variable: Voluntary Disclosure Level  

          
Variable Coefficient Std. Error t-Statistic Prob.   

          
C -.7148192 0.1981063 -3.61       0.000 

Size 0.0582209 0.02214 2.63    0.009*** 

 Prof 0.1357178 0480917 2.82    0.005*** 

Age 0.186925 .0026669      7.01    0.000*** 

Lev -0.0020375 .0007444     -2.74    0.007*** 

Own 0.0495619 .0569096      0.87     0.385 

Ind -0.0552699 .0324874      1.70     0.091* 

      
R-squared     =   0.72 

Adj R-squared =    0.7032 

Note: Significant at: *10, * *5 and * * *1 % levels 

The firm’s size, profitability and age are positively and strongly associated with voluntary disclosure level of the 

companies and provides strong support for H1, H2 and H3. Leverage is significant but there is a negative 

relationship and this does not support to the positive relationship expected in H4. Although it has the expected 

positive sign, ownership concentration variable lacks statistical significance and therefore H5 is not supported. 

Furthermore, the board independence is a significant determinant and it has positive relationship. However, this 

result is not consist with the expected sign of the hypothesis and therefore H6 is not supported. 

5. Discussion 

These extent of voluntary disclosure level implies that companies reveal the information which they can easily find 

and there is a lack of forward looking information and Competitive environment and Outlook. Due to this deficiency 

in disclosures investors and other stakeholders cannot measure value of the company and what, investors can earn by 

investing particular company. And Lack of voluntary disclosure by companies could be attributed to absence of 

encouragement and pressures from stakeholders (Al-Shammari, 2013). Therefore, those who are responsible for the 

corporate reporting should consider about the elements which have lacking disclosure level and should take 

necessary actions to improve those areas to give better output to the all stakeholders. As per the Nazil and Ghazali 

(2008) findings, some companies are willing to share information only to selected interested parties during their 

private meetings than in a public document. Therefore, this also may be the factor to have lack of some information 

in annual reports. 

The firm size, profitability and age are supported to the theoretical expectation of agency theory. The significant 

positive sign of the firm’s size which is consisting with the many of prior studies indicate that the companies having 
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large firm size will tend to disclose more voluntary disclosures. It mean that small firms have less voluntary 

disclosure level. Since, disclosing information is a costly process and therefore smaller firms may not be afford such 

costs Owusu-Ansah 1998. Furthermore, there are some other points have been pointed out by the previous studies to 

have positive relationship among size and the voluntary disclosure level. Since larger firms have required resources 

and expertise to produce and publish sophisticated financial statements, they disclose more information (Ahmed and 

Nicholls, 1994), small firms fear competition and therefore they are tended to disclose less information than their 

larger competitive firms (Craswell and Taylor, 1992; Wallace et al., 1994, pressure which comes from the 

stakeholders is more in larger firms than smaller firms to disclose more voluntary disclosures (Habbash et.al. 2016). 

There are some reasons to have positive relationship between profitability and voluntary disclosure level such as 

higher profitability tend be a motive to managers to provide more voluntary disclosures (Leventis and Weetman, 

2004; Iatridis and Alexakis, 2012), higher profitability firms are likely to signal to their success to the market 

through high level of disclosures (Wallace et.al., 1994).  

The positive relationship between age and voluntary disclosure level suggested that the older firms have resources 

than small firms which required to disclose voluntary information. Also they may believe that disclosing more 

information will not be affect to lose their competitive advantage. 

The result of leverage as a determinant is consisted with the findings of Uyar et.al. 2013 and Habbash et.al. 2016 but 

contradicts with the expectations of the agency theory. When debt level of firm is high, to protect their competitive 

position in the market they tend to disclose less information and this may be the fact to have this type of relationship 

(Uyar et.al. 2013). Furthermore, this direction may be due to management fear of unfavorable forecasts and pressure 

which comes from the lenders because of the increasing risk (Watson et.al. 2002). 

Ownership concentration is not a determinant of voluntary disclosure level and the finding contradict with the 

expectation of agency theory and consist with the findings of Craswell and Taylor (1992). 

Although a significant predictor, the result for board independence is not in the direction predicted. Even though 

Habbash et.al. 2016 find board independence as insignificant factor to determine the voluntary disclosure level, the 

direction was supported with the findings of this study.  Therefore this result suggested that the increased 

monitoring by independent directors will be reason to reduce voluntary disclosure level. Furthermore, the results are 

not supported to the agency theory which identified that board independence influence to increase the voluntary 

disclosure level. 

6. Conclusion 

There is no argument that voluntary disclosures are important for the firm itself as well as the other interested 

stakeholders. Because, stakeholders prefer to have enhanced reporting structure of companies which provide more 

voluntary disclosures and it will help them to make more informed assessment of companies and ultimately make 

better decisions. On the other hand, if companies provide more voluntary information it will enhance their reputation 

through the transparent reporting framework. 

With the identification of importance of voluntary disclosure notion, this study explores the extent of voluntary 

disclosure level and its determinants of the quoted public banking companies in Sri Lanka. 

The findings of extent of voluntary disclosure level indicate that there is a small improvement of voluntary disclosure 

level in all nine aspects compared 2015 with 2012. However, there is no significant improvement. The finding 

provide evidence that companies have lack voluntary disclosures in some areas and factors which affect to the 

voluntary disclosure level. Therefore this will helpful to management to get idea about their disclosure level and to 

improve their overall disclosure practices. Furthermore, the degree of extent of voluntary disclosure level of 

companies suggested that, if firms want to get advantages from voluntary disclosures they should give their attention 

to the lacking areas of disclosures and should take remedial actions to improve those areas.  

Furthermore, the study found that the voluntary disclosure level of banking and finance companies depends on some 

factors such as firm size, profitability and age, leverage and board independence. However, ownership concentration 

was found as insignificant factor. Therefore from the findings of this study stakeholders also can get idea about the 

disclosure practices in the banking and finance industry to make superior decisions.  

Notwithstanding the findings, the current study does have limitations, which point to potentially fruitful research 

opportunities. The study selected only quoted public banking and finance companies. Further, this study measure the 

voluntary disclosure practices only in annual reports and it ignores the information publish in other sources such as 

company’s web site, newspaper articles, financial presses, conference calls, stock market announcements etc. 
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Furthermore, future studies can focus to identify the extent and determinants of integrated reporting which can be 

treated as a new form of voluntary disclosure. 
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Notes 

Note 1. Studies such as Bowman (1982), Bowman (1984), Gouws  and Cronje (2008),  Ramanauskaitė and 

Laginauskaitė (2014) used content analysis to study the annual report disclosures of various organizations. 

Note 2. According to Hausman & Taylor (1981) an important benefit that can be obtained from panel data is that it 

has ability to account for individual-specific effects which are possibly unobservable and which may be correlated 

with other included variables in the specification of an economic relationship. Therefore, to obtain this benefit this 

study employ the panel data analysis to identify the determinants of voluntary disclosure level. 

Note 3. STATA software is used to do all the specifications test which are carried to identify the best model and to 

analyze results of fixed effect model. 
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