\\ MacrOthlnk Journal of Public Administration e}r;céNGg\izlir_]??gz
- ™
A Institute 2022, Vol. 12, No. 1

Determinants of Firm-Level Voluntary Corporate
Disclosure in Emerging Markets: A Meta-Regression
Analysis

Kaihula P. Bishagazi (PhD)

Faculty of Economics and Business Administration, Saint Augustine University of Tanzania
(SAUT), PO Box 307, Mwanza, Tanzania

Received: Jun. 2, 2021  Accepted: Aug. 2, 2021  Online published: Feb. 17, 2022
doi:10.5296/jpag.v12i1.19562 URL.: https://doi.org/10.5296/jpag.v12i1.19562

Abstract

The purpose of this paper is to determine which factors are most important in voluntary
corporate disclosure at firm level in emerging markets. The study characteristics that cause
differences in results in the original empirical studies are also examined. This study applies a
meta- regression technique developed by Stanley and Jarrell (1989) to a sample of 32
empirical studies published between 2011 and 2020. The study findings reveal that the
financial crisis variable, region of the study variable, and weighting of the dependent variable
significantly affect study results of the original empirical researches. Moreover, the most
important and robust determinants of corporate disclosure in emerging markets are board
independence and foreign listing status. Study findings also indicate that firm size, which is
identified by most empirical studies to be a significant and most robust determinant of
corporate disclosure, to be insignificant in this meta-regression study. This study will help to
resolve the ambiguity that has existed over the past decade in literature as to which factors are
really important in voluntary corporate disclosure practices in emerging countries. Secondly,
this study extends the literature relating to corporate disclosure practice in emerging
countries.
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1. Introduction and Motivation

Emerging markets contribute to 2/3 of the annual World’s GDP and thus are major drivers of
global growth (Elkhishin & Mohieldin, 2020). Therefore, when business companies in
emerging markets fail causing a series of financial crises, determinants of voluntary corporate
disclosure such as firm size, profitability and board independence, spark major interest and
debates among scholars and policy makers (Desta, Bishagazi & Kifle, 2019). Poor corporate
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disclosure is considered as a major factor for decline in capital flows and given that the extent
of voluntary corporate disclosure is low in emerging markets, research on its determinants
will be a long standing source of debate (Hashim, Nawawi, & Salin, 2014).

The significance of the research on determinants of voluntary corporate disclosure in
emerging markets is further evidenced by the multitude of empirical work done in this area.
To date about 100 country-specific empirical studies exist that discuss determinants of
voluntary corporate disclosure at firm level in emerging markets over the last decade.
Although many factors have been identified, the empirical evidence is rather mixed and
ambiguous. Moreover, the reported estimates of these determinants differ greatly in terms of
both the statistical significance of the effect and their magnitude. Besides, it is definitely
challenging formulating corporate disclosure policies by firms operating in emerging
countries based on 120 factors identified by these empirical findings. It is now time to reflect
on the real determinants of voluntary corporate disclosure so far identified by scholars rather
than adding to the existing 100 studies with mixed results.

Thus, this analysis seeks to provide a comprehensive assessment of the empirical evidence
accumulated over the past decade on the determinants of voluntary corporate disclosures at
firm level in emerging markets. In doing so, the study aims at identifying factors that are
most important in determining the extent of voluntary corporate disclosure in emerging
countries and assesses the possible study characteristics that cause results in the original
empirical studies to differ. Furthermore, the study identifies fruitful directions for future
research.

To realize the above objectives this paper utilizes a meta-regression technique developed by
Stanley and Jarrell (1989) on the sample of 32 empirical studies from 2011-2020 in order to
integrate the divergent results from the primary models into one single value. This is the first
study to apply a meta-regression analysis on empirical studies relating to corporate disclosure.
It therefore compliments the meta analyses of Ahmed (1998), Ahmed and Courtis (1999),
Khlif, and Souissi (2010), and Khlif, Ahmed and Souissi (2016).

The remainder of this paper is organized as follows: section 2 presents review of literature
which includes the institutional framework for corporate disclosure in emerging markets, a
theoretical framework and empirical evidence relating to determinants of firm-level voluntary
corporate disclosure in emerging countries. Section 3 presents details of the methodology
used while section 4 provides results of the analysis. Finally, section 5 presents the
conclusion of the analysis and study limitations.

2. Related Literature
2.1 The Institutional Framework for Corporate Disclosure in Emerging Markets

The nuances of corporate disclosure are highly dependent on the jurisdiction in which an
investor operates (Boubaker & Nguyen, 2014). Most emerging markets have weak legal
institutions for corporate governance and disclosure (Ntim, Opong, Danbolt, & Thomas,
2012). Haji, Mohd, and Nazli (2012) presented evidence to show that the weakness of these
legal institutions for corporate governance and disclosure had accentuated the extent of
depreciations and stock market declines in the 1997 Asian financial crisis.
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In the aftermath of the 1997 Asian financial crisis, efforts to improve the quality of corporate
governance and its disclosures in emerging market economies intensified. Most emerging
countries adopted the Anglo-American institutional models of corporate governance and
disclosure (Clarke, 2015). However, such formal Anglo-American institutional models did
not operate as intended in most of the emerging markets. Even the largest publicly traded
firms in these countries adopted the appearance of corporate governance mechanisms from
developed economies, but these mechanisms rarely functioned like their counterparts in
developed economies (Elkhishin & Mohieldin, 2020). This resulted in informal institutions,
such as relational ties, business groups, family connections, and government contacts, all
playing a greater role in shaping corporate governance and its disclosure in emerging
countries (Masum, Latiff & Osman, 2020).

Due to the failure of the Anglo-American institutional models in emerging countries and the
rise of informal institutions, concentrated family ownership became dominant. According to
Ji, Ahmed and Lu (2015), ownership structure is the crucial determinant of directions of
corporate governance and disclosure practices in a given country. Almadi (2015) opines that
ownership structure influences the nature of the agency problem, the agency costs, and the
mechanisms available to minimize the agency problem.

It has been reported that there is greater dominance of family ownership in emerging markets.
For instance, 67 percent of ownership structure in Malaysia is dominated by family
ownership, whereas in Thailand, 62 percent of firms are family-owned (Lokman, Mula &
Cotter, 2014). In Taiwan 90 percent of total companies consists mainly of small- and
medium-sized enterprises (SMEs) and family-control remains a dominant characteristic even
in large corporations (Chantachaimongkol & Chen, 2018). In Nigeria, 61 percent of family
firms comprise of all businesses in the country (Dembo & Rasaratnam, 2014). Moreover,
according to Anggraini and Gurendrawati (2015), Indonesia followed by Singapore, have the
highest concentrated family ownership in emerging markets. To date, concetrated family
ownership has continued to be a stand-out characteristic of corporate governance and
disclosure framework in emerging markets. This is because the transition of family owned
firms to professional management is always difficult due to weak institutional environment .
In essence, these firms attempt to appear as having ‘crossed the threshold’ from founder
control to professional management. Nevertheless, the founding family often retains control
through other (often-informal) means (Clarke, 2015).

This unique family ownership structure has led to a relationship based corporate governance
regime, consequently, less transparency and disclosure of corporate information is expected.
According to Clarke (2015), concentrated ownership combined with an absence of effective
external governance mechanisms results in more frequent conflicts between controlling
shareholders and minority shareholders.

To sum up, corporate disclosure mechanisms in emerging economies often resemble those of
developed economies in form but not in substance. Consequently, informal corporate
governance and disclosure mechanisms emerge to fill the corporate governance vacuum.
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2.2 Theoretical Framework: The Agency Theory

In a firm, the agency problem arises due to information asymmetry caused by the separation
of ownership and control whereby the owner (principal) contracts the manager (agent) to run
the corporation on the behalf of the owner (Jensen & Mekling, 1976). Therefore, the main
concern in the agency theory is the possibility of the manager to exploit the information
asymmetry to act in a manner that is contrary to the interests of shareholders.

The Agency theory fosters the disclosure of corporate information as a way to control
managers’ actions and align incentives for managers and owners. It is often argued that in an
effort of trying to convince shareholders that they are acting optimally, managers will
voluntarily disclose information because they know that shareholders will seek to control
their behavior through bonding and monitoring activities (Fathi, 2013).

Most of the empirical studies in this meta-regression analysis have used the agency theory to
explain the interactions between corporate characteristics and voluntary corporate disclosure
practices in emerging markets. The main reason for using this theory in these studies is that
the agency theory best explains voluntary corporate disclosure in an institutional framework
that is characterized by concentrated ownership, which is dominant in emerging economies.

According to Huber and DiGabriele (2021), the agency problem is centered on the degree of
ownership concentration. When ownership is diffused, agency problems will arise from the
conflict of interest between top managers and outside shareholders (Jensen & Mekling, 1976).
However, when ownership is concentrated, the nature of the agency problems shifts away the
tension between managers and outside directors to the conflict between the large shareholders
and minority shareholders (Ji, Ahmed & Lu, 2015). This is because dominance of large
shareholders may lead to expropriation of the minority interest, which is also known as
tunneling (Geddes, 2020). This creates agency problem 2. It implies that the primary agency
problem (agency problem 1) has broadened from mitigating the agency conflict of interest to
protecting minority shareholders (i.e. investor protection) from expropriations by controlling
shareholders and their management team (agency problem 2) ( Geddes, 2020).

Although family owned firms in emerging markets are associated with lower audit fees and
less of agency problems, they have been blamed for suppression of minority rights which
could adversely affect the economic development of these markets characterized by weak
enforceability of legal and regulatory institutions (Cheng, 2014). In their empirical study,
Tandiono and Hutagaol-Martowidjojo (2013) found that family firms face less severe type 1
agency problem (managers and owners). Instead, family firms face more rigourous agency
problem of type 2 (conflict of interest between controlling and non-controlling shareholders).
As a consequence, family firms are exposed to different types of agency costs such as
altruistic behaviour, management entrenchment and shareholdrs expropiation.

Generally, voluntary corporate disclosure is highly related to agency theory and its
assumptions, since it can be defined as a way to protect the sharcholders’ interests. Thus, the
linkage between the problem (agency costs) and the potential solution (voluntary disclosure)
is how effectively organizations deal with the concept of corporate governance (Chakroun &
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Matoussi, 2012). Although, there are some controversies and unanswered questions related to
the agency theory, it provides the structural platform and theoretical framework for voluntary
disclosure decisions (Huber & DiGabriele, 2021).

2.3 Empirical Literature

There has been a considerable debate in recent years about the need for better voluntary
corporate disclosure in emerging countries. Previous studies have shown that good voluntary
disclosure practices enhance corporate governance and reduces the likelihood of creative
financial reporting arising from fraud or errors in emerging countries (Charumathi & Ramesh,
2015). Building on the narrative surveys of the corporate disclosure determinants in emerging
countries literature concerning the factors that may determine the extent of voluntary
corporate disclosure in emerging countries; this section discusses the potential determinants
that are considered important in voluntary corporate disclosure in emerging countries.

i) Board Independence: Empirical literature recognize board independence as an important
determinant of voluntary corporate disclosure in emerging countries (Altawalbeh, 2020). For
example, Jirouo and Chenguel (2014) show that a higher number of independent directors on
boards leads to more effective board monitoring and higher levels of total voluntary corporate
transparency. Particularly, Panditharathna (2019) provides evidence of the importance of the
female directors in enhancing voluntary corporate disclosure. However, other researchers
such as Damagum and Chima (2013) have established a negative association between board
independence and the extent of voluntary corporate disclosure in emerging countries.

i) Audit Committee: According to Kim, Taylor and Verecchia (2021), an audit committee is
as an effective monitoring mechanism to improve the quality of voluntary corporate
disclosure and reduce the agency costs. Several studies in emerging countries such as
Khaldoon (2015) have found that the extent of voluntary corporate disclosure is positively
associated with the presence of an audit committee.

iii) CEO Duality: CEO Duality exists when the Chief Executive Officer (CEO) is also the
chairperson of the board at the same time (Fathi, 2013). According to the agency theory, CEO
duality creates individual power for CEO that would affect the effective control exercised by
the board (Al-Janadi, Rahman, & Omar, 2013). In line with the agency theory, most studies in
emerging markets support its argument by identifying a negative and significant effect
between CEO duality and voluntary corporate disclosure at firm level (Qu, Philomena, &
Barry, 2013).

iv) Board Size: According to the agency theory, large boards are preferred as far as voluntary
corporate disclosure is concerned because they play a crucial role in monitoring the board and
in making strategic decisions and are less likely to be dominated by the management (Huber
& DiGabriele, 2021). However, evidence of the effect of board size on voluntary corporate
disclosure in emerging countries is quite mixed. For example, Damagum and Chima (2013)
find a positive and significant relationship between board size and voluntary corporate
disclosure. However, Charumathi and Ramesh (2015) conclude that board size has a negative
effect on voluntary corporate disclosure because members of large boards are more likely to
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be less motivated to participate in strategic decision-making (i.e. the decision to increase
voluntary disclosure).

v) Ownership concentration: Theoretically, Almadi (2015) argues that firms with a
concentrated ownership structure are less motivated to disclose as long as the shareholders of
these companies can obtain information directly from the company. In emerging markets,
empirical studies such as Chakroun and Matoussi (2012) show that ownership concentration
is significant and it negatively affects the extent of voluntary corporate disclosure at firm
level.

vi) Firm Size: Firm size has proven to be one of the most important determinants of
voluntary corporate disclosure in emerging countries (Nejla & Haitham, 2017). The
relationship between size and voluntary disclosure can be explained by the agency theory.
The agency theory suggests that large firms have higher agency costs (Jensen and Meckling,
1976) and thus they will disclose more corporate information to reduce these agency costs
(Lee, Lee & Na-Eun, 2019). Although most studies in emerging markets show a positive
correlation between firm size and voluntary corporate disclosure, there are few studies such
as Chakroun and Matoussi (2012) which have concluded that larger firms have less voluntary
corporate disclosure.

vii) Profitability: Literature in emerging countries show mixed results on the association
between the extent of voluntary corporate disclosure and firms’ profitability. Theoretically,
the agency theory provides that higher profitability might induce management to supply more
information to illustrate its ability to maximize the shareholders’ value while firms with low
profitability may feel threatened and wish to obscure poor results by disclosing less
information (Forker, 1992). Researchers such as Abeywardan and Panditharathna (2016),
have found profitability to be positively related to voluntary disclosure in emerging countries.
On the other hand, Qu et al. (2013) show that profitability has no significance in determining
voluntary corporate disclosure in emerging countries.

viii) Leverage: According to Jensen and Meckling (1976), highly leveraged companies incur
more monitoring costs, and thus will seek to cut these costs by disclosing more information in
order to satisfy the need of creditors. In emerging markets, most studies show that leverage is
not a significant factor in determining voluntary corporate disclosure. For example, Foyeke,
Odianonsen, & Aanu (2015) argue that whether a company is highly indebted or not, will not
change its attitude towards voluntary corporate discourse. Nevertheless, some few studies
have concluded that leverage plays a significant role in voluntary corporate disclosure in
emerging countries (Masum et. al., 2020).

iX) Foreign Listing Status: In foreign-held firms, it is more difficult for foreign shareholders
to control managerial behavior not only because of the geographical differences but also due
to barriers of language and culture (Kim et al., 2021). By and large, empirical studies on
foreign listing as a determinant of corporate disclosure in emerging markets indicate a
positive association between foreign listing status and the extent of voluntary disclosure of
information (Ntim et al., 2012).

x) Audit Type: Empirical evidence on the relationship between audit type and voluntary
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corporate disclosure is rather ambiguous. In emerging countries, most of the empirical
literature shows that although audit type has a positive effect on voluntary corporate
disclosure, it is insignificant (Akhtaruddin & Rouf, 2018). For example, Alturki (2014) found
audit type to be positive but insignificant on total voluntary corporate disclosure. In contrast,
Lan, Wang, & Zhang (2013) found a significantly negative relationship between the extent of
voluntary corporate disclosure and the audit type variable.

3. Research Methods
3.1 Sample and Data Source

This study meta analyses 32 studies out of 100 studies identified after doing an exhaustive
and comprehensive search using search engines such as Econlit, JSTOR, ProQuest, and
Google Scholar. The studies included in the sample are: (i) studies that apply regression
models where the dependent variable (i.e. total voluntary corporate disclosure) is measured as
an index, (ii) papers that report on beta coefficients and standard errors for each determinant
of corporate disclosure, and (iii) studies that provide adequate statistical information on
sample size, period of study, correlation coefficient, and coefficient of determination.

3.2 Effect Sizes

Effect sizes are the basis for meta-analysis. In fact, it is generally recommended that effect
sizes should be reported in parametric inferential statistical analysis as this helps to show
magnitude of the phenomena while controlling for the sample size (Stanley & Doucouliagos,
2013). For this study, the effect size of beta coefficients of each of the ten determinants
reported in the original studies are used. A sample of 32 papers selected produce 485
observations (i.e. beta coefficients). According Ankamah-Yeboah & Rehdanz (2014), an
average meta-analysis needs to use 92 estimates/ observations.

In order to calculate an average effect size for each study for each of the ten determinants,
the analysis uses an approach of Hedges, Tipton and Johnson (2010) who discuss in detail the
use of robust standard errors in a meta-regression analysis. An important feature of this
estimator is that not only accurate standard errors are produced with as few as 10 to 20
studies, but also the estimator is unbiased for any set of weights (William, 2012).

3.3 Model Specification

This paper employs the following meta-regression model developed by Stanley and Jarrell
(1989) so as to isolate robust determinants from the selected 32 studies. This model is
represented by the following function:

b, =f+> wZute, 71,2, 3 L 1)

where; bj is the reported estimate of B of the jth study, B is the true value of the parameter of
interest, Z;c are the meta-independent variables that measure relevant characteristics of an
empirical study, ox are the coefficients associated with those independent variables. 485
observations and 8 study characteristics/ explanatory variables have been analyzed in this
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study.

In addition, using the approach of Cuaresma, Hlouskova and Obersteiner (2008), the
researcher employs Random Effects Maximum Likelihood (REML) method in this
meta-regression analysis. However, following the argument of Rukhin et al. (2001), restricted
REML is used instead of unrestricted REML because it may lead to biased estimators as it
does not take into account the loss in degrees of freedom that result from estimating the mean
of the population of scores ().

4. Results and Discussions
4.1 Preliminary Tests

In order to test whether the level of heterogeneity caused by study characteristics is
significant, a quality effects model developed by Doi and Thalib (2008) is employed. Further,
a methodological quality assessment list developed by Doi and Thalib (2008) to control for
methodological quality is modified and applied.

Results show that significant heterogeneity exists between studies (i.e. P < 0.001, 1* = 99%).
The pooled effect size is 0.89 (95% CI, 0.68 to 0.79, 32 studies) implying that study
characteristics have a serious effect on the results of the original empirical researches. We
also carry out sensitivity analyses on these 32 studies. Although studies by Adelopo (2011)
and Bhasin (2013) have a considerable percentage of weight in this meta-regression analysis,
their exclusion does not seem have any significant impact on the results or heterogeneity (i.e.
pooled R = 0.73; 95% CI = 0.72 to 0.74, 29 studies, 1° = 98%).

In addition, we test for publication bias in order to ensure that our sample of 32 studies is
representative and unbiased. Apart from visually inspecting a funnel plot as shown in Fig. 4.2
above, we use the Egger’s regression test. The intercept of the regression test is 0.019
(two-tailed p-value = 0.959), signifying lack of evidence of publication bias in this
meta-analysis.
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4.2 Descriptive Statistics

Table 1 below reports on the descriptive statistics of 485 coefficients of the 10 determinants
of firm-level voluntary corporate disclosure extracted from 32 studies, which meet the
inclusion criteria for this meta-regression analysis. 133 out of 487 observations are on firm
size. Firm size has the highest number of observations and it is the most significant variable
with the highest percentage of positive coefficients. In addition, most of the determinants’
coefficients have a substantial percentage of significant results (i.e. 50% or more) with the
exception of coefficients of leverage, ownership concentration and audit quality. In general,
most of the coefficients seem to be widely dispersed from the standard deviation results,
which is an indicator of substantial level of heterogeneity among the 32 studies.

Table 1. Descriptive Statistics of the ten determinants of firm-level corporate disclosure in
emerging markets

Determinants Min Max Mean.  Sul, % share of % share %0 share of  No, of coefficients
Deviation.  significamt of positive negative
coeflicients.  significant significant
coellicients coeflicients
I Fim Size 1309, 25463, 2570, 4201 92% 77% 15% 133
2. Profitability 512 15213 0623 2.568 S50 42% 13% 3
3 Leverage 14,59 9 338 0001 3.204 40%, 4% 15% 68
4 Independem -4).398 (.333 0.025 0.194 68% $5% 13% 27
Directors
5. Foreign -11.13 5.469 0.063 2046 57% S4% 3% 10

ownerstap

6. Ownership -11.312 437 -0,626. 2642 48% 20%. 28% {5
concentration
Board Size -0.490 537 0.033 0.28% 55% 0% 5% K
.} Audit Comumutree. -0.132 833 0212 0.290 6%, 35% 6% M
9. CEO Duahty -4.272 685 -0.340. 1147 53%. 1% 12% 15
10.  Audit Quality -0.057 171 0.063 0119 21% 18% 3% 0

Source: author'’s calculations
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Table 2. Meta-regression results

Determinants Intercept. Obwery Years of Pre-Aston Weighting  Reglon PFanel Voluntary  Non-fina No, of
athony Observad faumckial  of of study disclosure. ndial R? obsery
mile on crisis dependent firmyx atlens

variable
Fum seze -0 240 0002 0140 -0 330 0154 04514 W BT 0603 065 D204 145
(h214) (DO03)  (D.139) (D.745)*%.  (D.892) (0.583) (1 61) (0.812) (0L843)

Protitabaliy -0220 -0.0001 000 0327 D029 315 a0 41550 013 N3
(DO1S) (0O0E) [ORU 53 (0 300) (0145 (0.122) (D434) {(0.176) (0131

Levernge. 0047 000 0058 0112 042% H012* 0142 0497 0.134 0182 6%
(0 4406) (0.001) (D) (0 390) (D 206) (0 04G6) (D299) (0.7 0.277

Boood Independence 12.436%" }on2 -0 300%* RO Al 0a79Y. 1.620* -0 820 LAl 0362 0750 il
(D781 {000}) (DO76) (1.034) (D 37%) (0451 (D489 {0.397) (0.348)

Foeeagn Listing Saanis LD (on2 0.256*" D979 -3 452" 1.766"" 0527 - 2 0961 1
(G211) (0.005)  (D025) (0 136) (0.178) {0.199) (0.148)

Cwnersiup cancentration -4 238%* (1094 -] $58°° Il 876%* 14,436 (.748** - - - D9n3
(0 229) (0.07%) (D 069) (1 8 (0O T03) (0 253)

Board Size 0509 " -0.001 NN I A 0D.848*" -0 250%* Q071 0. 188%* - - 0810
(DUs3s {0.001) (LR 1] =4 (O 159) (D043) (006l [OX R

Atdat Conpnttee D336 > on 0O24%" ) Sgsv" D7 {0.764"* 0.709%" 0 4S8 0,602 0909
(DAO75) {0002) (D03 (DO35) (D 036) (042) (DO43) {0,085} (0.072)

CEO Dualny -3 OU%** -0 008 -1 00 DR EESd 0017 | 135 -1.910%, - 2 0082 4S
(0107 10.005) (D 039) (0.263) (D 145) (0.132) (0193

Anda Quality 0.36%* 0001 (G a24* 0.9644* 0.611** 07094+ 0. 458%* 0.642%% 0898

10077} (0.002) (0.032) (D033 (0.036) (D.041) (0.055) (0.072)

Notes: Table 2 reports on beta coefficients of the control variables (i.e firm characheristics)
against the depend variable effect sizes for ten meta-regression of the determinants of
voluntary corporate disclosure in emerging markets; using restricted random maximum
likelihood (REML). The numbers in parentheses are robust standard errors, and ** denotes
significance at 5% level

4.3 Regression Results

Table 2 above provides regression results of the ten meta-regression models. Robust standard
errors (i.e. numbers in parentheses) are used to test for the significance of the study
hypotheses. The effect of study characteristics is examined through individual coefficients.
Moreover, the researcher tested for multicollinearity for each regression line and omitted any
moderator variables that showed high dependence in that particular meta-regression.

The results show that board independence, foreign listings, ownership concentration, board
size, audit committee, CEO duality, and audit quality are significant determinants of
voluntary corporate disclosure in emerging countries. However, firm size, profitability, and
leverage are not significant. Furthermore, the most robust and significant determinants of
voluntary corporate disclosure practices in emerging countries are board independence and
foreign listing status. This implies that if such firms have a significant ratio of independent
directors in their boards and/ or these are listed on foreign stock exchanges, then these firms
are expected to have a high-level of corporate disclosure.

Contrary to this, descriptive statistics show that the firms’ size is identified as the major
determinant of firm level corporate disclosure in emerging economies by most empirical
studies. The intercept for firm size in this meta-regression results is insignificant contrasting
the meta-analyses of Ahmed (1998), Ahmed and Courtis (1999) and Khlif and Souissi (2010)
who identify firm size as a significant determinant of corporate disclosure.

133 http://jpag.macrothink.org



ISSN 2161-7104

\ MacrOthi“k Journal of Public Administration and Governance
A Institute ™ 2022, Vol. 12, No. 1

In the meta-regression model for firm size, the pre-Asian financial crisis period variable is
negative and significant while the region of the study variable is positive and significant. This
implies that after the Asian financial crisis of 1997, corporate disclosure requirements became
important for all firms regardless of the size. Therefore, this is a plausible explanation on why
firm size is not a significant determinant of corporate disclosure in Asia after the Asian
financial crisis.

For the other determinants, similar to Khlif, Ahmed and Souissi (2016), the analyses of this
study show that foreign listing has a positive effect but ownership concentration has a
negative effect on voluntary corporate disclosure. Moreover, (with the exception of leverage
and profitability), the pre-Asian financial crisis period variable is significant and positive.
This means that these determinants have the same effect on corporate disclosure practices in
emerging markets located in Asian countries before and after the Asian financial crisis of
1997. The region of the study variable is positive and significant for all ten determinants as
most Asian countries are located in emerging markets.

Results of the meta-regression show that audit quality is a significant determinant of
corporate disclosure. This is consistent with the findings of Ahmed (1998), Khlif and Souissi
(2010). Moreover, audit quality is affected by study characteristics the most. All study
characteristics (e.g. observations made, weighting of dependent variable, region of study, and
voluntary disclosure) are significant for this determinant. This implies that results relating to
this determinant in the original empirical researches in emerging markets are heterogeneous
due to the effects of study characteristics on the results.

In addition, both leverage and profitability show negative and insignificant coefficients.
Further analysis on the effect of study characteristics on these two determinants reveals that
the variable for region of the study is negative and significant. Since the variable region of
the study is defined with respect to the Asian continent, it is thus an indication that
profitability and leverage are insignificant only in emerging countries located in Asia.
According to Claessens and Kose (2013), leverage, for example, may not be significant in
Asian countries because firms in this region value internal/ family financing than external
financing. In fact, region of the study is the only study characteristic that has turned out
significant for these two determinants as a further evidence that these two determinants are
not relevant in this region.

Another study characteristic that are found to have a significant effect on results is weighting
of a dependent variable. Voluntary corporate disclosure index score is employed as a
dependent variable in these studies. Theory and empirical evidence provide mixed conclusion
on whether weighting/non-weighting of corporate disclosure index may or may not distort
results (e.g. Coombs &Tayib, 1998; and Fathi, 2013). For this current study, it is concluded
that when corporate disclosure index is weighted, results in the original empirical researches
are affected. Hence, un-weighting corporate disclosure index is recommended.

On the other hand, study characteristics that do not have any significant effect on original
empirical researches include non-financial firms variable, voluntary disclosure variable and
number of observations variable. Non-financial firms variable is not significant in emerging
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countries because requirements for corporate disclosure for non-financial firms have become
as strict as disclosure requirements for financial firms in emerging markets due to financial
crises and a series of collapse of some of the most successful companies in emerging
countries.

Further, this study concludes that the definition of corporate disclosure index, i.e. whether
voluntary or non-voluntary, has no effect on results. The number of firms/observations used
as sample size in the original studies did not to have any significant effect on the
heterogeneity in the study results.

Overall, study characteristics that have a major effect on the original empirical studies from
the meta-regression results include financial crisis variable, region of the study variable, and
the variable for weighting of dependent variable.

5. Conclusions

The empirical results show that the most important and robust determinants of corporate
disclosure in emerging markets are board independence and foreign listing status. Further,
based on this study results, it is concluded that firm size is not a significant determinant of
corporate disclosure in emerging markets.

The novel contribution to knowledge of this study is its extension to literature relating to
corporate disclosure practice in emerging countries, which are still failing to implement
successfully, appropriate corporate disclosure mechanisms. Secondly, this is the first
meta-regression study that examines the factors, which determine corporate disclosure in
emerging markets. This study resolves the ambiguity that has existed over the past decade in
literature as to which factors are really important and robust in the practice of corporate
disclosure in emerging markets.

Despite its significance, this study has several limitations that should be taken into
consideration when interpreting the results. First, most of the studies in the sample are based
in emerging countries located in the Asian continent. This is because most emerging
economies are found in Asia. Secondly, only studies that used multiple regression
methodology have been included in order to avoid introducing more heterogeneity.
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