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Abstract

Many studies have been conducted on the voluntantodure practices. Researchers still continueotae up
with various conclusions with regard to the det@amis of voluntary disclosure.

The main objective of this study is to investigtte determinants of the level of voluntary disclesof banking
companies listed on the Casablanca Stock Exchamgeurticular, we examine associations betweerinteenal
and external mechanisms of governance and theteofteoluntary disclosure. Analysis of annual reépasf the
Moroccan listed banks during the period 2005-2@&Hhews that the foreign ownership has the most faigunit
positive impact on the extent of voluntary discl@surhe results also show that larger banks progidater
level of voluntary disclosure. However, contrarydgency theory predictions, the CEO duality haggaicant
positive impact on the extent of voluntary disclesaf Moroccan listed banks. Other mechanisms gégmnce
like board size, board independence, block owngrahd government ownership are not significantgoamted
with voluntary disclosure.

Keywords. Voluntary disclosure, banking companies, interarad external mechanisms of governance, annual
reports, Agency theory predictions.

1. Introduction

For the last few decades, corporate governancattrasted a particular attention among scholamgjlegors and
market participants. The lack of corporate goveceaand transparency has been considered as thecen&as
of financial scandals (Ho and Wong, 2001).

Many governance guidelines have suggested thakemmaiting corporate governance will improve therimé
control procedures of companies and reduce thedfiskxpropriation of shareholders’ wealth. Regagdihe
important role of banks in any economy, many bagkiagulators have also published guidelines on good
governance practices. All of these recommendati@ave mentioned the important role of corporate guaece

in the banking system and the risks and negatifectsf of its lack. Poor corporate governance cad line
investors to lose confidence in the informatiorncltised by the banks and their ability to managedéygosits
and loans (Matama, 2008). Therefore, it is intémgsto examine the impact of the implementation of
governance mechanisms in banks, as the lack of theschanisms can lead to liquidity risks for banks,
companies and the country at large (Garcia-MarcbRables-Fernandez, 2008).

However, several challenges face the implementatfaorporate governance in companies, especialthase
operating in emerging economies. One of these nwdgallenges is the lack of corporate informatiotuatary
shared among stakeholders. Tian and Chen (2008)d=orcorporate disclosure as the heart of gooémance
practices. Corporate disclosure reduces informatisymmetry and conflicts of interest between stadehns
and managers. In fact, when managers or large lsbldexs do not diffuse information and hold it their own
benefit, this can lead to opportunistic behaviddar{een et al., 2005). The importance of corpodiselosure is
mainly related to the fact that investors and ¢ogdiwill make their decisions based on the infdiomaprovided
by companies (Yuen et al., 2006).

Over the last several years, most of the developgunomies have been trying to implement good jpexbf
corporate disclosure in companies by developing tlegulatory frameworks. However, most of theseeagimg
economies continue to have a low level of trangmarelue to the lack of strong policies on voluntdisclosure
(lonesco, 2010).

This paper fills up the gap by investigating therent state of voluntary information diffused by thoroccan

listed banks for the years 2005-2015 and examitisgmpact of corporate governance on voluntarglossire
in the financial sector in Morocco. In other wordlse main research question that will be answenethts
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research is, “Whether there is any impact of cafsigovernance on voluntary information disclosgdhe
listed banks on Casablanca Stock Exchange”. Takiiogconsideration the importance of corporate goaece
in controlling the opportunistic behavior of manegand large shareholders, we can anticipate aiy®si

association between the implementation of intearad external governance mechanisms and the exfent o

voluntary disclosure. Hence, the aim of this stigdp confirm this positive association by examgnthe impact
of certain governance mechanisms on the extentlahtary information diffused by Moroccan listechiza.
This research is organized as follows. The secection presents a review of the relevant literatiitee third
section develops the study’s hypotheses. The r&seksign is presented in section 4. Then, seétidiscusses
the results and findings. Finally, the last sectieports the conclusions and presents limitatiors directions
for future researches.

2. Literaturereview

Agency theory highlights the link between the sapan of ownership and control and many agency lprob,
for example, conflicts of interests, informationyasnetry, moral hazard and adverse selection. Jeasdn
Meckling (1976) suggest that managers might mavantiieir own wealth at the expense of shareholdarsg
they have the advantage of holding important inétian. The means used by shareholders to controhgaas
and the strategies employed by managers to giviidemte to shareholders lead to agency costs @#iliet al.,
2006). Corporate governance is therefore an impbdfiective mechanism to reduce agency costs igpia
the interests of shareholders and managers (Judde 2003). Voluntary disclosure is one of thelsahat allow

shareholders to monitor management decision-mattinmugh the system of governance (Cheung and Chan,

2004).

In addition to the explanation provided by the Agetheory perspective, extensive relevant empifficalings
relate to the association between corporate gouwemand voluntary disclosure. Examples can be foaride
studies of Singhvi and Desai (1971), Kahl and Belkq1981), Cooke (1989), Diamond and Verrecch&o(),

Meek et al. (1995), Lang and Lundholm (1996), Chiati (2002), Baumann and Nier (2003), Akhtaruddin

(2005), Barako et al. (2006), Hossain and Reaz{RB0r instance, Diamond and Verrecchia (1991 )uduwmnt
a negative relation between the extent of voluntbsglosure and the cost of capital. Meek et &96) find that
company can improve the marketability of their gisapy diffusing voluntary information. Lang and ldinolm

(1996) conclude that companies with high levelsvofuntary disclosure provide a more accurate result

forecast.

As is apparent from the above literature reviegpad number of researches have been conductedlomtany

disclosure. Typically, most of these studies foduse non-financial companies, considering thatrfaial ones
are highly regulated. However, in emerging econsnti@nks usually play an important role by supgyunds

to companies, since the capital market is not wyeloped. Thus, some researchers have studiedtanju
disclosure of banking firms in emerging economies. example, Kahl and Belkaoui (1981) studied tkie gt

of voluntary disclosure provided by 70 banks lodate 18 countries. The results of their study shibwet the
score of voluntary disclosure was different amdmgse countries and that there was a positive oaldtetween
the voluntary disclosure score and the size ofbidueks. Chipalkatti (2002) investigates the impdcmarket

microstructure variables on the extent of voluni@@isclosure by Indian banks. As the results ofstiuely of Kahl
and Belkaoui (1981), Chipalkatti (2002) found tleager banks diffuse more voluntary information.eTesults
also showed a positive association between a loel lef leverage and the extent of voluntary disgtes By

studying the voluntary disclosure provided by 6@dks of 31 countries, Baumann and Nier (2003) fotinadl
voluntary disclosure helps market participants’piredicting valuations, reduces stock volatility amave a
positive impact on market values. In the Indiantegt) Hossain and Reaz (2007) found that Indiarkbaiffuse

a considerable amount of voluntary information. ytaso found that bank size and assets in place
significant determinants of their level of voluntalisclosure.

Although there are many empirical findings abouuwmtary disclosure both in developed and emergiagket,
none of these studies have been conducted in Morddeerefore, the current study intends to contellio the
existing corporate governance and voluntary disckditerature by studying the case of the Moroctested
Banks. More precisely, the study examines the #ssomc between the score of voluntary disclosurd tre
governance mechanisms of the banks.

3. Hypothesis development
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Based on the Agency theory perspective and theltsesii relevant empirical researches presentedhen t
previous section, we have developed seven hypairetated to the composition of the board, the oship
structure and the size of the bank. The followirsgdssion provides a detailed analysis of thesetmgses.

3.1 Impact of the composition of the board on voluntary disclosure

Fama (1980) and Fama and Jensen (1983) suggesthéhdioard of directors is one of the most impdrtan
internal control mechanisms. The directors, whoedeeted by shareholders, should monitor over dhg term
decisions and discipline the managers to workHeriterest of shareholders. Therefore, the bobditectors is
considered as an important mechanism that can eedtlue conflicts of interests between managers and
shareholders. The relationship between the extemblantary disclosure and the composition of tlwadd of
directors has been examined by many researchamnsjdesing the discretion that the administratorgehan
preparing the annual reports. The results, of thrity of these studies, have shown that the caitipo of the
board of directors has an impact on the extentoddintary information diffused in the annual repotts this
study, we investigate the impact of the compositidnthe board of directors through the followingabd
characteristics: its independence, size and CE@itgl.

3.1.1 Board independence

In the current study, we define board independerscthe proportion of outside non-executive directorthe
total number of directors on the board. Althougé é&xecutive directors have more expertise and ledyd of
the bank’s operating systems and activities, ban&sn need of independent directors to ensurepeaigence in
decision making. Agency theory stresses the impogaf the presence of independent non-executieetdrs
in monitoring any self-interested decisions that be made by managers (William et al., 2006). Basethe
Agency theory perspective, Chau and Leung (200§)eathat, when the board of directors is independed
have a high proportion of outside administrators; this will reduce agency costs and lead to a better monitoring
over management. Indeed, the directors, who araffibated with the company as officers or emplegeare
supposed to represent better the shareholdersestge(Pincus et al., 1989). Some researchersglas(Z009),
argue that the presence of outside directors, vehe Hinancial expertise, on the board, is assatiatith a
better information transparency. This associatias been confirmed by Beasly (1996), who found that
financial statements, produced by companies witthefiendent boards, contain less percentage of fraud.
Williams (2002) linked this finding with the posi@ association between the proportion of outsidecttrs on
the board and the firms’ decision to increase thenber of outside administrators on the audit coremit
Moreover, independent directors may directly mariite quality of the information diffused in theraral report
(Chen and Jaggi, 2000). Thus, thanks to their obrind dominance over the decisions of the comptgy,
outside administrators may encourage more volund&glosure. Patelli and Prencipe (2007) found sitpe
association between the extent of voluntary disel®and the proportion of outside directors thiatacontext.
The results of other studies as Chen and Ja@§0§2Gul and Leung (2004) and Apostolou and Nanopoulos
(2009), support the positive association betweenitidependence of the board and the extent of tenyn
information disclosed.

According to the agency theory perspective anddmpirical findings, we predict that when the boaid
directors is independent, this will lead to a higbgtent of the voluntary information diffused. \Wgpress this
prediction in our first hypothesis as follows:

H21: The proportion of independent directors is positively associated with the extent of voluntary disclosure.

3.1.2 Board size
There are conflicting results, in the empiricalctlisure literature, concerning the relationshipieetn the size
of the board and the extent of voluntary disclosure

According to the Agency theory perspective, thaydasized board has an important role in controlling
management and in making relevant long term dewsi®urthermore, when the board has a high number o
administrators, this will lead to increase the etipe of the board, especially the financial exger{Yermack,
1996). Prior studies also argue that the largedsimeard decisions’ are less influenced by the mamegpt since
they found a negative association between thedditee board and earnings management (HussaineWand,
2011). Thus, having a high number of administsatmm board, make it more probable to have admat@s
who will encourage voluntary disclosure.
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On the contrary, some researchers argue that hoaits high number of administrators, face coortioma
problems in making appropriate decisions. Floragkid Ozkan (2004) recommend that the size of ttadbo
should not exceed seven or eight members in omenhance coordination and communication between th
members of the board. Goodstein et al (1994) faundgative association between the size of thedberza its
effectiveness, since the administrators of theelaiged board will face a communication problemmiaking
strategic decisions. In this sense, a negativecasm would be expected between the size of dadand the
extent of voluntary disclosure (Byard et al., 2006@pwever, some researchers, as Felo (2009), dlate
companies, with a high number of administratordoard, will disclose more information than companigth

a small number of administrators on board. As jiesps, from the above discussion, the relation &etwthe
size of the board and the extent of voluntary disgte is complex.

Based on our literature review, the majority of émapirical studies found a positive relation betwéee size of
the board and the extent of voluntary disclosure (Barako and al, 2006; Hussainey and Al-Najjar, 2011). However,
other studies did not find results that supportdkistence of a relation between the size of therdband the
extent of voluntary disclosure (Evans, 2004; Lakhal, 2005).

Therefore, we expect in our study, that companiils a high number of administrators on board witiotbse
more voluntary information. Based on the prior edats, we formulate our second hypothesis as follows
H2: Thereis a positive relationship between the size of the board and the extent of voluntary disclosure.

3.1.3 Board leadership structure

According to the Agency theory, CEO duality incresmshe power of the CEO, who is also the chairnfgheo
board, and decreases the control exercised by daedk{Jensen and Meckling, 1976). Most of the caigo
governance guidelines also recommend the separafidihe functions of the CEO and the chairman & th
board, to ensure that the decisions of the CEQiratependently controlled by the board of directansl its
chairman (Florackis and Ozkan, 2004). The sepdvatad leadership structure plays a significant riale
reducing the informational power of the CEO, whishn line with the interests of shareholders. dotf when
the chairman of the board is independent, this l@dld to more pressure on the management to offee m
information to the public (Gul and Leung, 2004)ushit could be assumed from the Agency theorypeative
that the CEO duality decreases the extent of valyrdisclosure.

Contrary to the prediction of the Agency theorygperctive, Felo (2009) argues that the CEO duadiags to a
better extent of the voluntary disclosure. In fdw, considered that, the combining role of the Gi@ the
chairman of the board helps the same person tdydkepw the daily activities of the company andhtanage it
by taking into account the shareholders’ intereBb& presence of such person is more likely to lzapesitive
influence on the process of preparing the bank'siahreports (Bozec, 2008).

However, the results of the prior researches, enabsociation between the CEO duality and the exien
voluntary disclosure, are in line with the agenbgdry expectations. The studies of Ho and Wong X200
Haniffa and Cooke (2002), Eng and Mak (2003), Gu &eung (2004), Lakhal (2005), Byard et al. (2006)
Huafang and Jianguo (2007) found a negative agsmtiaetween the CEO duality and the extent of ntaty
disclosure. Other studies found that the boarddesddp structure is not associated with the extéwoluntary
disclosure (Arcay and Vazquez, 2005; Ghazali and Weetman, 2006).

Based on the majority of the empirical findings ah& Agency theory perspective, we express oud thir
hypothesis as follows:
H3: There is a negative relationship between the CEO duality and the extent of voluntary disclosure.

3.2 Impact of the ownership structure on voluntary disclosure

According to the Agency theory, the ownership dtite plays an important role in enhancing the caaf®
governance system. On the other hand, based dlitevature review, the ownership structure affeabes extent
of voluntary disclosure in different contexts. Thus focus in the current study on three aspectsawfership
structure that are more likely to have an impacttenextent of voluntary disclosure in the Moroccamtext.
These three aspects are: Block ownership, governovemership and foreign ownership.

3.2.1 Block ownership
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We consider a shareholder as a block holder, wieals a substantial percentage of shares (usualg than
5% of the firm’s shares). The concentration of ongh# is then measured by the percentage of shaidsby
block holders. The ownership structure of Morocfiams is characterized by a high level of conceitra
Omran et al. (2008) justify the concentration ofn@nship in developing countries by the poorly depetd
capital markets and the legal system that genedalgs not protect the minority shareholders, irs¢hcontexts.
According to Patelli and Prencipe (2007), when ¢heership is concentrated, conflicts of interests
longer between managers and shareholders, but tah&een block holders and small shareholderss,Tine
dominant shareholders should diffuse voluntaryrimiation to reduce the asymmetry of information. ldwer,
large shareholders are generally an expropriattoeat for the minority shareholders. In fact, mityor
shareholders do not have enough power to havenfbemation they need to control large sharehader
Moreover, the block holders are expected to be rimdegested in the company’s performance compawortie
minority shareholders that have generally lessritices to monitor management (Kim and Lee, 200Bhus,
when the ownership is concentrated, less monitoisngeeded, and less extent of voluntary infornmai®
diffused, since the block holders can directly obtmformation from the company (Bushee et al., 200
Previous studies indicate a negative associatiamve®®n ownership concentration and disclosure extent
(Schadewitz and Belvins, 1998; Haniffa and Cooke, 2002). Therefore, we expect that the extent of voluntary
disclosure is likely to be higher in companies wdtfiused ownership structure. Accordingly, to wipabceeds,
we formulate the following hypothesis:

H4: There is a negative relationship between the block ownership and the extent of voluntary disclosure.

3.2.2 Government ownership

Government ownership is one of the types of ownpritat has also been analyzed as a potentialrdietent of
the extent of voluntary disclosure in different tds. In fact, state-owned banks are generallyacierized by
the presence of extensive government controllingichv may weaken the incentives for enhancing valynt
disclosure diffused to public. Moreover, firms thate controlled by the government might have asrpri
objective the maintaining of national intereststéasl of the maximization of the shareholder vakia &nd
Wang, 1999). Thus, state ownership might be relaiddss transparency. This explanation is consistéth the
result of Ghazali and Weetman (2006) who found thtate ownership leads to less transparency in the
Malaysian context. They argue that Malaysian gowvenmt-owned companies have usually strong politio&b
that not allow them to voluntarily diffuse infornan. However, some researchers suggest that goestnm
ownership is related to a greater extent of volyntisclosure that will help these companies toaattmore
potential investors. Eng and Mak (2003) considdiet state-owned companies are associated withehigh
agency costs, due to the conflicts between the aneiad objectives that the company should have thed
social and national interests that a governmentildheealize. Thus, they assume that the need taceethese
conflicts of interests and agency costs is graatstate-owned companies, leading to better votyrdesclosure.
Eng and Mak (2003) found that high government owshigrin Singapore is associated with increasedatisce.
However, Huafang and Jianguo (2007) found that statnership is not related to voluntary disclosimethis
study, we will base our prediction on the fundinig@hazali and Weetman (2006) who considered that in
developing countries, like Malaysia, state-conédlicompanies tend to disclose less information. Wil
consequently, formulate our hypothesis as follows:

H5: There is a negative relationship between the government owner ship and the extent of voluntary disclosure.

3.2.3 Foreign ownership

Several researchers examined the impact of foreignership on both corporate governance and comporat
reporting practices (Singhvi and Desi, 1971, Hdatle 2008). The results of the majority of thesadies
showed that foreign ownership has a positive immactthe implementation of good corporate governance
practices in firms and consequently enhance companbluntary disclosure (Leuz et al., 2007). &ctf
compared to the locally owned companies, the asymnoé information is generally higher in the comjes
owned by foreign investors, due to the geographseglaration that exist between the local managaisttze
foreign investors. In order to reduce this asymgnefrinformation, the foreign investors are morgaated by
the firms with a higher level of voluntary disclosuthat will allow them to monitor the decisions thie
management (Bokpin and Isshaq, 2009). Thus, fiimsyhich foreigners are the majority shareholdens
inclined to disclose more information to satisfgittforeign investors needs’ (Mangena and Tauriag2007).
Moreover, the proportion of the foreign administraton the board of these firms may have a podifreence

on the corporate disclosure approach (Singhvi aesi,[1971). In fact, these foreign administratoighihuse
their voting rights in order to enhance the ext#ntoluntary disclosure (Adam, Almeida and Ferre@05). A
positive association between the proportion ofifpreownership and voluntary disclosure have beemdoby
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many researchers (Haniffa and Cooke, 2002; Dhouibi and Mamoghili 2013). Consistent with the previous
empirical findings, the Moroccan banks whose amgtrodled by foreigners are expected to have a leghl of
voluntary disclosure. Thus, we would formulate filllowing hypothesis:

H6: Thereis a positive relationship between the foreign ownership and the extent of voluntary disclosure.

3.3 Control variable

Based on our literature review and taking into aer@tion the small size of our sample, we havadadecto
include one control variable in the regression rhoded to test the six previous hypotheses. Thisbke is the
size of the bank.

Most of the previous studies found that the size¢hef company is an important explanatory varialflehe
disclosure levels (Kahl and Belkaoui, 1981; Chow and Wong-Boren, 1987; Botosan, 1997; Barako et al., 2006).
The majority, of these studies has based theirigtieds on the Agency theory perspective. Accordinghis
theory, larger firms have higher levels of asymmaeif information, which leads to higher agency sost
Consequently, larger companies will diffuse morfeimation than smaller firms in order to reducesthagency
costs (Jensen and Meckling, 1976).

Based on the empirical studies, many reasons hbsee beeen provided to justify this positive relation

theoretical ground. First, Singhvi and Desai (19jiktify the positive impact of the firm size onlwotary

disclosure by the economies of scales that wilp Hatger firms to disclose more information thae #maller
companies. In fact, diffusing and reporting infotioa is generally more expensive for smaller firfikus, only
larger firms are able to afford such expenseseadlad voluntary disclosure. In addition, largenf& have a
greater need to diffuse information so as to maintain the demand for their securities (Singhvi and Desai, 1971;

Hossain and al., 1994). The third reason provide8ibhghvi and Desai (1971) to justify the positredationship
between the size of the company and the extenblntary disclosure is that small firms are mokelly to

believe that high level of disclosure might haveirmpact on their competitive position in contraoythe large
firms whose are more likely to consider the beseditbetter disclosure.

Finally, it can be also assumed from the politicasts hypothesis that larger companies will disclowore
information in order to enhance their image, redpublic criticism and government intervention (Chawd
Wong-Boren, 1987). From all the above theoreticglments and empirical findings, the size of thmpany is
expected to be positively associated with the éxtéroluntary disclosure. Therefore the followihgpothesis
will be tested regarding the impact of the sizéhefcompany:

H7: Thereis a positive relationship between the size of the bank and the extent of voluntary disclosure.

4. M ethodology

4.1 Study sample and Data collection

4.1.1  Population and sample:

The sample is banks listed on the Casablanca $&rchkange. The population includes both private purdic
banking sector. The total number of these banBsais of 31st December 2015. To be included in dnepse, the
bank must have been listed for the entire periothefstudy which is 2005-2015. All of the listechka have
been listed before 2005. Therefore, the total nurnbebservations cover under the current studbis

4.1.2 Data collection method

Botosan (1997) consider the annual report as th& mmportant method used by companies to volurdifyse
information to stakeholders. Thus, we used anrednt for measuring the extent of voluntary disgtesin the
current study. The annual reports for 2005-2015ehlgen collected from the banks’ websites. The bank
specific information was collected from the websifethe Moroccan bank regulator Bank al-Maghreb #red
site of the Moroccan authority for capital mark@sMC).

4.2 Variable measurement

4.2.1  Dependent Variable

The study uses a disclosure score comprising @@site measure the extent of voluntary informatidfused
by listed Moroccan banks (TABLE 1). As the selectaf items is often subjective, we took into coesation
the specific natures of the banking sector andMieoccan context during the construction of thecldisure
score. We also referred to the studies focusingdisolosure of financial companies as the researdies
Baumann and Nier (2003), Hossain and Reaz’s (2004)Bhasin et al. (2012) and Dhouibi and Mamoghli
(2013) to select the items to be included in trseldsure checklist. Selected 90 items were categwiinto six
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different groups of information as General Corperamformation Category, Specific Corporate strategi
Information Category, Corporate Governance InforomatCategory, Financial Information Category, Sbcia
Disclosure Information Category and Specific Bagkfector Information Category, that might be difdisn
the annual reports of Moroccan banks. Followingaeshes of Meek et al. (1995) and Haniffa and Cooke
(2002), we used dichotomous approach, where theevall each item is set to one if the bank appeatsave
disclosed the concerned information, and zero wfiser A non-weighted voluntary disclosure scorehisn
computed for each bank using the following formula:

VDSCORE= _1 SR

90 ,z: o .
TABLE 1: Items of the Voluntary disclosure Score

A. General Corporate Information Category | 12. Banks objectives and strategies
(11 items): 13. Specific statement of strategy (financial,
1. Brief narrative history of the bank Marketing, social)
2. Presentation of organizational Structure 14. Impact of strategy on current results
3. Date of establishment of the bank 15. Impact of strategy on future results
4. General description of the bank's activities | 16. New products (services)
5. Information about products (services) 17. Forecast of sales
6. Information about the majority shareholder | 18. Forecast of profits
7. Chairman’s message 19. Discussion of the competitive position of the
8. Information on ISO certification bank
9. Year of listing on the Casablanca Stock 20. Comparison between the total sales’n and the
Exchange total sales’ n-1
10. Official address 21. Comparison between net profit n and net
11. The Web site of the bank/email address profit n-1
B. Specific Corporate strategic Information | 22. Presentation of the industry trends and factors
Category (12items): that may impact future results
23. Impacts of sector trends and risks on future
C. Corporate Governance Infor mation results
Category (15 items):
24. Number of the directors on board 56. Information about the constitution of the
25. Number of BOD meetings held reserves
26. List of senior managers 57. Information about provisions for risks
27. Picture of the CEO or the Chairman of the | 58. Evolution of dividend per share
board 59. Discussion about accounting standards used
28. Picture of all directors on the board 60. Share price at the year-end
29. Detail about the independence of the directar$1. Volume of shares traded trend
on the board 62. Graphical presentation of performance
30. Detail about the educational qualifications apd  indicators
the experience of the chairman E. Social Disclosure Information Category (8
31. Detail about the educational qualifications apd  items):
the experience of the directors on the board| g3, Total number of employees
32. Detail about the educational qualifications ands4. pistribution of employees (gender, age,
the experience of the senior managers geography)
33. CEOs’ remuneration 65. Policy of training
34. List of the specific committees (audit 66. Remuneration Policy
committee, remuneration committee, etc.) | 7. Recruitment Policy
35. Composition and functioning of the specific | gg_ |nformation on environmental protection
committees 69. Information about sponsoring of educational
36. Boards’ report conferences, art exhibitions, public health,
37. External Auditors’ report leisure activities
38. Shareholders owned <5% and >5% of sharels7g. perception of the company by its
39. Type of shareholders (Individuals, Institutional  anvironment
investors, etc.) F. Specific Banking Sector Information
40. Presentation of the internal control function Category (20 items):
D. Financial Information Category (19 items): 71. The net interest margin
41. Brief discussion and analysis of bank’s 72. The cost of risk
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46.

financial position

method of components)
Treatment of intangible assets (Depreciation
research and development costs)

73.

42. Financial ratios 74. Volatility ratio

43. Distribution of sales by geographical area andr5. Liquidity ratio
activity 76. Loan to deposit ratio

44. Distribution of profit by geographical area and77. Information on Risk Management
activity Committees

45. Treatment of tangible assets (Depreciation, | 78. Information on credit risk management

af.

Risk weighted assets

structure
Amount and details of loans and other ass¢
classified by internal risk ratings

55.

Statement of change in equity

87.

facilities
88.
89.
90.

47. Evolution of the total equity between n and n-80. Information about the credit rating system
48. Dividend distribution policy 81. Information about doubtful receivables
49. Return on Equity (ROE) 82. Details about the localization of branches
50. Earnings per share 83. Number of branch

51. Self financing and cash flow 84. Number of branch expansion during the
52. Solvency Ratio current year

53. Consolidated balance sheet 85. Information of branch computerizations
54. Statement of cash flows 86. Information on ATM

Information on international banking

Information on on-line banking facilities
Loans by maturity and by type of customer
Deposits by maturity and by type of custom

¢S

er

4.2.2

Independent Variables

We used seven independent variables in this sitlige of them are linked to the composition of bloard of

directors and three others are linked to the ovimigistructure and the last independent variablesoresthe size
of each bank. Table 2 presents the measuremeditfaisthe independent variables and the predictegtiibns

of their relations with the score of voluntary dosure:

TABLE 2: Definition and proxies of independent adies

Variable Definition Proxies P_redu_:ted
directions
Independent The total number of non executive directors divitgd
INDD ep the total number of directors on the board. +
directors
SIZEB Board size The total number of directors on therthoa +
A dichotomous variable that take 1 if the CEO soahe
DUALB CEO duality | chairman, 0 otherwise. -
. The proportion of ordinary shares owned by the
Concentration o .
CONCOW .| shareholders with five percent or more of equity. -
of Ownership
STATOW State The proportion of ordinary shares owned by theestat -
Ownership prop y y
Foreian The proportion of ordinary shares owned by theifpre
FOREIOW an shareholders. +
Ownership
SI7E S|zBeaﬁ1;( the | Natural Log of the bank’s total assets. +

4.3 Applied model
We used a multiple regression to test the reldbieiveen the score of voluntary disclosure andrndependent
variables. The following model is to be fitted teetdata in order to identify the effect of eachialale on the
voluntary disclosure score:
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Y = B0+ Bl SIZEB+ 32 INDD+ 33 DUALB+ 34 CONCOW+ 34 STATOW+ 35 FOREIOW+

L6 SIZE+ &

Where:

Y= Thevoluntary disclosure scorefor each bank,
L0=Theintercept,

&=Theerror term.

5. Resultsand analysis
5.1 Descriptive statistics
Table 3 presents the results of descriptive siedisif the overall disclosure score and independariables. The
average voluntary disclosure score is 0.66 witaragge of 0.33 to 0.90, revealing large variationsatuntary
disclosure practices. The mean percentage of @utiidctors on board is 0.72, which indicates Matoccan
banks have a significant number of non-executiveaddrs. The highest and lowest board size arecotisply
15 and 7, and the average is 11.02, suggestingihiaiccan banks have large sized boards. Alsop table 3,
it can be concluded that most of the Moroccan baoksbine the functions of the CEO and the chairofaihe
board. Regarding the ownership structure, the geeldock ownership is 0.76. Thus, we can assait tthe
ownership structure of Moroccan banks is highly ceanirated. The average of state ownership andgforei
ownership are 0.18 and 0.29 respectively.

TABLE 3: Descriptive statistics

Variables Mean Maximum Minimum Std. Dev. Observations
SCORE 0.66 0.90 0.33 0.15 66
INDD 0.72 1.00 0.17 0.31 66
SIZEB 11.02 15.00 7.00 1.74 66
DUALB 0.62 1.00 0.00 0.49 66
CONCOW 0.76 0.89 0.63 0.07 66
STATOW 0.18 0.71 0.00 0.27 66
FOREIOW 0.29 0.79 0.00 0.30 66
SIZE 7.96 8.61 7.29 0.38 66

5.2 Multiple regression

Forward stepwise regression has been used tohestetation between the overall disclosure scomt the
independent variables as explained in H1 to H7s Bipiproach starts with no variables in the modwl, alows
adding one variable at a time starting with thealde whose inclusion gives the most statisticalynificant
improvement of the fit. This process continues lunbne variable improves the model to a statidical
significant extent (Sig>0.05). As is apparent frdable 4, size of the bank is the independent vbrigat
explains the most of the variation of the disclesacore, while the board duality has the lowestaggiory
power. However, other independent variables (SIZBRB®PB, CONCTOW, and ST-OW) have been filtered out
by forward stepwise regression since they are mifsignt. The adjusted R square in the third maddicates
that 82.9 % of the variation in the voluntary distire score is explained by the independent vasabl
Compared to other studies on the voluntary disctostd the banking sector, the R square is highen those
reported by Lal Bhasin et al. (2012) at 54.5% ahduibi and Mamoghili (2013) at 69.5%.
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TABLE 4: Stepwise regression: R square and ANO\tga

Model R R-square
1 ,735 ,540
2 863 744
3 ,910° ,829

a. Predictors: (constant), SIZE
b. Predictors: (constant), SIZE , FR- OW
c. Predictors: (constant), SIZE , FR- OW, DUAL

Model Sum of squarq ddl Mean of F Sig.
square

Regression 795 1 795 75,057 ,000°
1 Residual ,678 64 ,011

Total 1,473 65

Regression 1,097 2 548 91,738 ,000
2 Résidu 377 63 ,006

Total 1,473 65

Regression 1,221 3 ,407| 100,115 ,000°
3 Résidual ,252 62 ,004

Total 1,473 65

a. Dependent variable : SCORE

b. Predictors : (constant), SIZE

c. Predictors: (constant), SIZE , FR- OW

d. Predictors: (constant), SIZE , FR- OW , DUALB

5.3 Interpretations

As presented in Table 5, stepwise regression apprabows keeping three significant independentaides,
namely SIZE, FOR-OW and DUALB. Moreover, the VIRstliese independent variables are remarkably lower
than 10, which is the critical value indicating thiesence of multicollinearity. Thus, we can codeldhat the
other variables filtered out by the model have mpact on the voluntary disclosure score. The stepwi
regression model indicates that the foreign ownprehs a positive association and the most sigmifietmpact
on the voluntary disclosure score. This findingmuns Hypothesis 6, and suggests that Moroccansbhawked
by foreign investors disclose more voluntary infation. Our result can be interpreted as followse ¢ the
language and geographical barriers, Moroccan banksed by foreign shareholders disclose more voiynta
information in order to reduce the high level dioinmation asymmetry that they face. This findingroborates
the result found by Haniffa and Cooke (2002) andibi and Mamoghili (2013).

As it was expected, the control variable “sizehs bank” has a positive and significant impactlmndisclosure
score, the result that confirms Hypothesis 7. lildde explained by the fact that larger banksnaoee able to
afford expenses related to voluntary disclosure thraaller banks. This result is also in line witle previous
empirical findings (Lal Bhasin et al., 2012; Dhouibi and Mamoghili, 2013).

The positive and significant coefficient of the DUB\ allows us to reject the Hypothesis 3. This fimglidoes
not corroborate with the results of previous stadidowever, it is consistent with the result of stedy of Felo
(2009). The positive association found could bel@red by the fact that the presence of the CE® i also
chairman of the bank, helps same person to knowlgeke daily activities of the bank, which impravéhe
level of voluntary disclosure.
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TABLE 5: Stepwise regression coefficients

M odel Non standard Coefficients Standard t Sig. | Multicollinearity
coefficients test
A Standard Beta VIF
error
(Constant) -1,630 ,264 -6,168| ,000
SIZE ,287 ,033 , 735 8,664| ,000 1,000
(Constant) -2,212 215 -10,301] ,000
2 SIZE ,352 ,027 ,899( 13,267| ,000 1,132
FR- OW ,245 ,034 481 7,102] ,000 1,132
(Constant) -1,666 ,203 -8,221] ,000
SIZE ,260 ,027 ,665 9,477] ,000 1,783
3 FR- OW ,465 ,049 916 9,502| ,000 3,365
DUALB ,194 ,035 ,631 5,533 ,000 4,706

a. Dependent variable: SCORE

6. Conclusion and limitations

The development of corporate disclosure practicédarocco is considered as an important advantaggevtill
certainly enable Moroccan companies to attract rimrestors. In fact, the improvement of voluntaigctbsure
will have a positive impact on transparency, aretdéfore on the attractiveness of the Moroccan comgan
the world market. This study examines the extewt @eterminants of voluntary disclosure providedblayks
listed on the Casablanca Stock Exchange. The umépseof this research comes from the absencediéstthat
examine voluntary disclosure practices of banks in the Moroccan context. Moreover; unlike the majority of the
researchers, who examined the disclosure praaticesn financial companies, we have focused orb#rking
sector, taking into consideration the importané riblat this sector plays in emergent economies.

The result suggests that internal and external aratp governance mechanisms have an impact on ank’
voluntary disclosure practices. More precisely,efgn ownership, size of the bank and CEO duality ar
positively associated with the extent of voluntaligclosure. In the light of these results, policgkers and
accounting regulators should encourage foreign estiie and optimize board composition in order thante
the level of voluntary disclosure of Moroccan bankke principal limitation of this study is thatdbvers a
single country. Hence, further research should xieneled to other emergent economies to ensurenakter
validity of the results.
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