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This paper explores the effect of corporate governance on voluntary disclosure. The investigation of
the research question was based on hand-collected data from annual reports for a sample of 93 non-
financial listed firms on the Athens Stock Exchange for 2017. Using several items to create a voluntary
disclosure index, the authors investigate the arguments that ownership structure, board of directors
(board) and audit committee affect voluntary disclosure. The results indicate that some corporate
governance characteristics (block ownership and board independence) reduce voluntary disclosure,
while others (board and audit committee size) increase the extent of disclosure. Additionally, a positive
effect on the voluntary disclosure concluded for the size of the firm and the size of the audit firm. The
results have implications for capital market regulators and listed firms wishing to reduce conflicts
between the firm and its related parties and to strengthen the confidence to the firm’s governance by
using corporate governance structures. This paper contributes to the academic debate on the
relationship between corporate governance and voluntary disclosure by assessing the effect of
ownership structure, board of directors (board) and audit committee on the extent of voluntary
disclosure.
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INTRODUCTION

The purpose of this paper is to extend prior research in
the field of voluntary disclosure by exploring the
association of corporate governance with the extent of
voluntary disclosure in Greece. Many studies in different
institutional contexts show that several elements of
corporate governance are likely to have a positive or
negative effect on firm’s disclosure processes (Fiori et al.,
2016; Sarham and Ntim, 2019; Zhou, 2019; Saha and
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Kabra, 2021). The Greek context constitutes an
interesting case for investigating voluntary disclosure and
corporate governance.

The Greek crisis in 2009 resulted in a significant drop in
the value of the shares of listed firms. One of the main
reasons was the decline in investors’ confidence, as the
crisis was not only a stock market crisis but mainly fiscal
and economic crisis. Corporate governance plays an
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important role in restoring confidence between
stakeholders. A crucial procedure in this direction is to
increase the flow of information to reduce information
asymmetry with financial statements being a key
information process in the communication with
stakeholders. Although annual reports are the first source
of information for investors and other related parties, they
have significant limitations as other sources of
information beyond financial performance are also used
to evaluate a company that is not adequately presented
in the annual report (Fiori et al.,, 2016). Moreover, the
current business environment challenges the adequacy
of the limited mandatory information and as the nature
and extent of information differs from the past, the need
for companies to voluntarily disclose more information
arises (Elfeky, 2017). Additional voluntary disclosures in
the annual reports can therefore reduce the information
gap, enhance accountability and improve decision
making.

Previous studies have examined disclosure issues in
the Greek context (Leventis and Weetman, 2004a,
2004b; Galani et al., 2011; latridis and Alexakis, 2012;
Skouloudis et al., 2014; Tasios and Bekiaris, 2014),
without focusing on the impact of corporate governance
on voluntary disclosure. This study investigates the effect
of specific corporate governance elements on the extent
of voluntary disclosure that has not been adequately
examined in Greece and contributes to better
understanding on the determinants of voluntary disclosure
In addition, the results of this study complement the
existing literature on the discussion of corporate
governance and its effect on firms’ disclosure. Arguments
were produced about the association of corporate
governance elements and voluntary disclosure in an
environment with specific characteristics such as the
Greek stock market, where quite often the CEO is also
the chairman of the board (Vadasi et al., 2021), there is a
single board (one-tier system) involving executive and
non-executive directors, which may lead to information
asymmetry (Paape, 2007), founding family often plays an
important role (in the results of this study the mean
proportion of ordinary shares owned by the founding
family and their relatives reached 57%) which may lead a
firm to face more agency problems.

Corporate governance characteristics that have been
identified in the literature and are expected to affect
disclosure relate to shareholder structure, board of
directors (board), and audit committee. A voluntary
disclosure index with 65 items, including strategic, non-
financial and financial information, was designed to
assess the extent of voluntary disclosure (Allegrini and
Greco, 2013; Chau and Gray, 2010, 2002; Leventis and
Weetman, 2004a; Meek et al., 1995). Using regression
model to analyze data from the annual reports of 93 non-
financial listed firms on the Athens Stock Exchange
(ASE) in fiscal year 2017, the authors concluded to a
significant effect of specific corporate governance
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elements on voluntary disclosure.

Specifically, we found a positive effect of board size
and audit committee size on voluntary disclosure.
According to board independence the results indicate a
negative effect on voluntary disclosure, while negative
effect was also found for ownership structure, specifically
for the existence of block owners. Finally, evidence was
found that the size of the firm and the size of the audit
firm increases voluntary disclosure. The remainder of the
paper is organized as follows. Section 2 discusses Greek
context, section 3 provides the literature review and
hypotheses development, section 4 contains the
voluntary disclosure index, the sample selection and the
research model, section 5 presents the empirical results
and section 6 reaches a conclusion.

Corporate governance and disclosure in Greece

The Greek stock market is an interesting case to study
due to the significant financial crisis that occurred during
2009-2018 (Galani et al.,, 2011). The Greek stock
exchange (ASE) experienced a significant growth during
1990-1999 as the improvement of the economy brought
the macroeconomic fundamentals of Greece closer to the
European average (Patra and Poshakwale, 2006). The
peak of the market in 1999 gave way to a sharp
correction in 2000. The following decade is described as
a period of consolidation of the Greek stock market. This
course was violently interrupted by the Greek sovereign
debt crisis (2009-2018) which was characterized by
violent upheavals and structural changes in the Greek
economy and therefore in the Greek stock market.
However, Greece had to face additional problems such
as high budget deficit (with ever-increasing revisions),
high public debt, low competitiveness, bank liquidity, red
loans, and low private investment, among others
(Nerantzidis and Filos, 2014; Kourdoumpalou, 2016;
Bekiaris, 2021). In times of constant and violent change
where trust is undermined, financial disclosure reporting,
mandatory and voluntary, is the main bridge of
establishing confidence between firms and investors
(Boman and Elvin, 2018). A key element in confidence-
building is good corporate governance which aims to
defend the interests of all the participating parties.
Corporate governance requires increased accountability
through voluntary disclosure, as it reduces information
asymmetries and improves relations between firms and
stakeholders.

The evolution of corporate governance in Greece
follows a series of steps related to various national (e.g.,
rise and fall of the stock market in 2000, Greek financial
crisis in 2010, Folli Follie scandal) and international
events (e.g., scandal in Enron, international financial
crisis of 2008). More specifically in 1999 the Committee
on Corporate Governance in Greece issued a white
paper titled “The principles of corporate governance in
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Greece: recommendations for its  competitive
transformation” *. Since then, the main characteristic of
Corporate Governance in Greece is the existence of a
multitude of laws, acts, regulatory decisions and legal
provisions (e.g. L. 2190/1920, HCMC 5/204/2000, L.
3016/2002, L. 3693/2008, L. 3873/2010) which are
following national and global trends and events (e.g., L.
3016/2002 follows Sarbanes-Oxley Act and L. 3873/2010
introduces “comply or explain rule” just after the outbreak
of Greek crisis). Nevertheless, corporate governance
requirements in Greece are reviewed regularly since
1999. For instance, the new Corporate Governance Law
4706/2020 was enacted in late 2020 (after the Folli Follie
scandal) by the Hellenic Capital Market Commission
(HCMC) empowering corporate governance legislation.

Disclosure rules governing the content of the annual
reports for listed companies are defined by law
3556/2007, as well as the decisions of the board of
directors (board) and the circulars of the Hellenic Capital
Market Commission (HCMC). One of the most significant
attempts to improve the quality of the financial reporting
in Greece occurred in 2005, with the mandatory
application of International Financial Reporting Standards
(IFRS) for all firms listed on the ASE. Another significant
change took place in 2014 with law 4308 which
introduced Greek Accounting Standards in an E.U. effort
to align accounting principles across its members.

Previous studies have investigated disclosure issues in
Greece; In a study conducted by Leventis and Weetman
(2004a) on the annual reports of 87 listed firms on the
ASE in 1997 the extent of voluntary disclosure was found
to be relatively low. latridis and Rouvolis (2010) in their
study found that firm size and debt and equity financing
needs are determinants of the provision of voluntary
IFRS disclosures before the official period of adoption
(2005). Furthermore, latridis and Alexakis (2012) in their
investigation of 171 Greek firms for 2006 -2009 period
found that voluntary disclosers exhibit higher profitability
and that the provision of voluntary accounting disclosures
is negatively associated with earnings management.
Finally, Tasios and Bekiaris (2014) studied annual reports
of 72 listed firms on the ASE in 2011 found an adequate
degree of average compliance with mandatory disclosure
requirements, while Skouloudis et al. (2014) studied non-
financial reports of firms operating in Greece in 2005
argued that there is much room for improvement as
significant gaps were found in the firms’ disclosure
practices. This paper examines the association between
corporate governance characteristics and the extent of
voluntary disclosure in 2017, a year of de-escalation of
the crisis in Greece.

! “The principles of corporate governance in Greece: recommendations for its
competitive transformation”, available at: https://ecgi.global/code/principles-
corporate-governance-greece-recommendations-its-competitive-transformation.

LITERATURE REVIEW

Disclosure, mandatory and voluntary, is a crucial element
of corporate reporting (Doni et al., 2019; Krasodomska et
al., 2020). Voluntary disclosure concerns the provision of
information by firm’'s management in addition to the
disclosure requirements arising from accounting
principles and rules of regulatory authorities. This
information helps rational financial decisions to be made
by third interested parties who make use of the annual
reports of listed firms. Therefore, voluntary disclosure can
be considered as a control mechanism like corporate
governance (Allegrini and Greco, 2013) and can be
examined through the framework provided by agency
theory (Jensen and Meckling, 1976). According to agency
theory, there is a possibility that managers will act against
shareholders’ interests, so an attempt is made to align
the interests of the two groups. However, full alignment is
difficult, so various management monitoring mechanisms
are used (Cohen et al., 2002). Voluntary disclosure can
mitigate agency costs as managers, by disclosing
additional information, point to third parties concerned
that they are acting in line with shareholders’ interests
(Barako et al., 2006). The extent of voluntary disclosure
is affected by the corporate governance and ownership
structure as indicated in the literature.

Enache and Hussainey (2020) investigated the joint
effect of voluntary disclosure and corporate governance
on firm performance, arguing that the two mechanisms
may be independent, substitutive, or complementary.
Their findings on data from a sample of US biotech firms
indicate a substitutive effect on firm performance, for
firms with products in advanced stages of development.
Zhou (2019) by using a sample of Chinese publicly
traded manufacturing firms found that corporate aspects
like board of directors and ownership structure are
associated with the decision of voluntary disclosure on
corporate social responsibility reports. Two meta-analysis
studies investigated the effect of corporate governance
on disclosure; Samaha et al. (2015) analyzed 64
empirical studies concluding that corporate governance
affects voluntary disclosure, but geographical location
mitigates such as this relationship for some corporate
governance variables, such as board size and
composition. Lagasio and Cucari (2019) in a meta-
analysis of 24 empirical studies investigated the
relationship between several corporate governance
elements and environmental, social and governance
disclosure, concluding in several significant associations
(e.g., board independence, board size, female members).

Many studies have investigated the effect of corporate
governance variables on voluntary disclosure in different
institutional settings (Barako et al., 2006; Patelli and
Prencipe, 2007; Akhtaruddin and Haron, 2010; Chau and
Gray, 2010; Gisbert and Navallas, 2013). By constructing an
index of voluntary disclosure with data from the annual
reports of listed firms in various countries, they found a



significant effect of various corporate governance
elements on voluntary disclosure. Relying on prior
literature, we identified three basic corporate governance
areas that are expected to be associated with voluntary
disclosure; namely, ownership structure, board of
directors, and audit committee.

Hypothesis development

Literature review of theory and prior research indicates
that several governance and companies’ characteristics
have been used as explanatory variables of the
relationship between voluntary disclosure and corporate
governance. The variables of this study were selected
based on the following criteria: a) corporate governance
theory and results of prior research, c) relevance and
importance of the variables for the objectives of the study
and c) the characteristics of the environment where the
study was conducted. Based on the above the following
corporate governance characteristics were examined:

Ownership structure

Previous studies examined the link between various
ownership structure variables and voluntary disclosure
(Eng and Mak, 2003; Patelli and Prencipe, 2007; Gisbert
and Navallas, 2013; Elfeky, 2017). Akhtaruddin and
Haron (2010) found that the proportion of executive share
ownership to the total shares of the firm is negatively
related to voluntary disclosure. The same result was
reached by Eng and Mak (2003), while they did not find
evidence for a significant effect of blockholder ownership
(percentage of equity ownership by substantial
shareholders — with equity of 5% or more). Elfeky (2017)
and Kaolsi (2017), on the other hand, found a negative
effect of blockholder ownership on voluntary disclosure,
suggesting that capital concentrated firms disclose less
information than other firms. Additionally, Lagasio and
Cucari (2019) reported a negative effect of board
ownership on environmental social governance
disclosure. From the other side, evidence has been found
that dispersal of equity can lead to better disclosure
conditions; Chau and Gray (2002) found a positive
association between wider ownership and voluntary
disclosure and Patelli and Prencipe (2007) reported a
positive impact of the percentage of share capital owned
by shareholders who possess less than 2% of the share
capital on the extent of voluntary disclosure. In line with
that, Barako et al. (2006) found that lower disclosure
appears for firms with higher proportion of shares held by
the top 20 shareholders. Based on these arguments we
expected a negative impact of blockholder ownership on
voluntary disclosure.

Another element of ownership structure that has been
extensively examined on the literature is family ownership,
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an important parameter as firms with high percentage of
family ownership face significant agency problems.
Previous studies indicated a negative relationship
between the percentage of shares held by family
members and voluntary disclosure (Chau and Gray,
2010, 2002). In the same direction, other studies (Ho and
Wong, 2001; Haddad et al., 2015) reported that firms with
more family board members disclose less information. Ali
et al. (2007) found that family firms that report better
quality earnings, disclose less information about their
corporate governance practices, although they are more
likely to warn for bad news. Chen et al. (2008) also found
that family firms provide more earnings warnings, but less
earnings forecasts and conference calls. Drawing on
these arguments, the following hypotheses are
formulated:

H1l. The extent of voluntary disclosure is negatively
associated with blockholder ownership.

H2. The extent of voluntary disclosure is negatively
associated with the level of family shareholding.

Board of Directors (board)

The board is an important mechanism of corporate
governance. Many studies have investigated board
structure effect at various measures, such as firm
performance and earnings management; Gaur et al.
(2015) found that board size and CEO duality positively
affect firm performance, while board independence has a
negative effect on firm performance. Shahrier et al.
(2020) concluded that the independent members of the
board are positively associated with firm performance,
while CEO duality adversely affects firm performance. In
addition, Gonzalez and Garcia-Meca (2014) reported a
positive relationship between board size and earnings
management and a negative one between board
independence and earnings management. In the field of
disclosure prior literature investigates the impact of three
board structure elements, namely board size, board
independence and CEO duality. Previous studies have
shown a significant positive association between the
number of board directors and the extent of voluntary
disclosure (Allegrini and Greco, 2013; Gisbert and
Navallas, 2013; Samaha et al., 2015). Moreover, Lagasio
and Cucari (2019) in a meta-analysis review found that
board size enhances environmental social governance
disclosure.

Another board structure element that was examined in
the literature is the effect of board independence in
voluntary disclosure, with the results indicating a positive
(Chau and Gray, 2010; Gisbert and Navallas, 2013;
Elfeky, 2017; Shan, 2019), negative (Eng and Mak, 2003;
Gul and Leung, 2004; Barako et al., 2006) and no effect
(Ho and Wong, 2001; Allegrini and Greco, 2013). Cases
of positive effect suggest that the two control mechanisms
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co-exist (Patelli and Prencipe, 2007), while in cases of
negative association it is suggested that independent
directors substitute the monitoring role of disclosure (Eng
and Mak, 2003). In addition, Lagasio and Cucari (2019)
found that board independence enhances environmental
social governance disclosure and Neifar and Jarboui
(2018) found the same impact for operational risk
voluntary disclosure.

The separation of the persons holding the positions of
the CEO and the Chairman of the board seems to affect
the extent of voluntary disclosure in different directions;
Previous studies (Allegrini and Greco, 2013; Gisbert and
Navallas, 2013; Alfraih and Almutawa, 2017) found that
CEO duality is negatively associated with disclosure,
while Chau and Gray (2010) discovered a positive
relationship. In the cases of specific information
disclosures, it was found that CEO duality negatively
affects risk disclosure practices (Neifar and Jarboui,
2018; Alshirah et al., 2020) and does not improve
environmental social and governance disclosure (Lagasio
and Cucari, 2019). Different results are due to different
theories; On the one hand, according to agency theory,
CEO duality increases CEQO’s power over the board,
which is likely to reduce board’s ability to prevent
speculative behavior on the part of management (Jensen
and Meckling, 1976). Stewardship theory, on the other
hand, explains that a strong CEO who is also the
chairman of the board can act as a steward of the firm
resources and contribute to the implementation of
effective control mechanisms (Donaldson and Dauvis,
1991). Based on the preceding discussion, the following
hypotheses are formulated:

H3. The extent of voluntary disclosure is positively
associated with board size.

H4. The extent of voluntary disclosure is positively/
negatively associated with board independence.

H5. The extent of voluntary disclosure is positively/
negatively associated with the CEO duality.

Audit committee

Audit committee as a standing committee of the board of
directors in the context of the requirements of article 44,
Law 4449/17, is a crucial mechanism of corporate
governance. Audit committee assists the board in fulfilling
its responsibilities towards shareholders and third parties,
especially regarding financial reporting and monitoring
procedures. In this context, previous studies have
investigated the effect of the audit committee on the
extent of voluntary disclosure (Gul and Leung, 2004;
Samaha et al., 2015; Akhtaruddin and Haron, 2010). It
was found that the presence of an audit committee in the
firm is positively associated with firm’s voluntary
disclosure (Ho and Wong, 2001; Barako et al., 2006).
Moreover, Samaha et al. (2015) in a meta-analysis review

of 22 studies found a positive relationship between audit
committee and voluntary disclosure; the number audit
committee members and the percentage of independent
directors bears a positive effect on voluntary disclosure.
In line with this argument, Akhtaruddin and Haron (2010)
and Barros et al. (2013) argued that an increase in the
number of independent directors in the audit committee
increases voluntary disclosure. Drawing on these
arguments, the following hypotheses are formulated:

H6. The extent of voluntary disclosure is positively
associated with audit committee size.

H7. The extent of voluntary disclosure is positively
associated with audit committee independence.

DATA AND METHODS
Voluntary disclosure index (VDI)

A disclosure index consisting of 65 items was constructed to
measure the extent of voluntary disclosure. The index was based
on prior research and specifically on Allegrini and Greco (2013),
Chau and Gray (2010, 2002), Leventis and Weetman (2004a) and
Meek et al. (1995) and categorized the elements of voluntary
disclosure into three main categories: (1) strategic information
(general corporate information, corporate strategy, research and
development, projected information); (2) non-financial information
(employee information, social policy and value-added information,
directors’ information); (3) financial information (segmental
information, ratios, financial review, capital market information).

The scoring procedure applied was dichotomous in which an item
scored 1 if it was disclosed and O otherwise. In line with previous
studies (Meek et al., 1995; Ho and Wong, 2001; Eng and Mak,
2003; Chau and Gray, 2010, 2002; Allegrini and Greco, 2013), the
score given to the index items was not weighed to avoid the
subjectivity of this process. Total disclosure score per firm was
calculated as follows:

n
J

_ Xl Xy

vdscore = ———
n;

Where, n;= the number of items expected for JE* firm, n; < 65. X;;=
1 if the i** item is disclosed and X;;= 0 if the i** item is not
disclosed, so that 0 svdscore < 1.

The detailed list of the 65 items included in the VDI is reported in
the Appendix; Panel A provides information about categories and
sub-categories of the VDI and Panel B provides the 65 items and
their rates in the sample.

Sample selection

The sample comprises listed firms on the Athens Stock Exchange
for the year ending 31.12.2017. Data were extracted from the
annual reports which were released during 2018. Financial firms
were excluded from the sample due to the specificity of their
operations and their reporting requirements which differentiate them
from other firms. Moreover, firms suspended from trading, firms with
a reporting period other than 31.12.2017 and firms with missing
data were also excluded from the final sample. The study is limited
to one year (2017) as firms tend to follow a stable disclosure
strategy over time (Botosan, 1997). Table 1 provides the sample



Table 1. Sample selection and industry distribution.
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Panel A: Sample selection and elimination procedure

Firms
Population of non-financial firms listed on the Athens Stock Exchange in 2017 153
Elimination
1. Suspended from trading (ASE Authority) 14
2. Reporting period different from 31st December 2017 2
3. Unavailable voluntary disclosure information 15
4. Unavailable corporate governance information 29
Final sample 93
Panel B: Industry distribution
Industry classification No. of firms Percent
Industrial goods and services 16 17.20
Basic resources 10 10.75
Construction and materials 10 10.75
Consumer Products and Services 10 10.75
Food and drinks 10 10.75
Technology 7 7.50
Chemicals 6 6.50
Travel and leisure 5 5.40
Other 19 20.40
Total 93 100.00

selection process (Panel A) and industry distribution of the sample
(Panel B).

Model specification

The following ordinary least square (OLS) regression model is
examined in the study:

VDscore = By + fBLOCK + B,FAMILY + B3BSIZE + B,BINDEP
+ BsCEODUAL + B,ACSIZE + B,ACINDEP
+ BeSIZE + BoAUDIT + ¢

The model combines corporate governance variables (predictor
variables) with firm characteristics (control variables). Predictor
variables were used to test the arguments of this study as outlined
in section 3; Control variables are based on the literature and
involve factors that can potentially affect voluntary disclosure.
Following previous studies, two control variables are included,
namely firm size and audit firm. Large part of the literature reached
the conclusion that firm size (SIZE) has a positive effect on
voluntary disclosure (Akhtaruddin and Haron, 2010; Chau and
Gray, 2010; Patelli and Prencipe, 2007; Allegrini and Greco, 2013,
Scaltrito, 2016; Elfeky, 2017). In addition, many studies investigated
the impact of the audit firm (AUDIT) on voluntary disclosure, namely
whether being the audit firm one of the large audit firms, plays a
role in the degree of voluntary disclosure (Eng and Mak, 2003;
Barako et al., 2006; Akhtaruddin and Haron, 2010). Chau and Gray
(2010) found a negative relationship possibly indicating a substitute
role of external audit regarding disclosure, while other researchers
(Barros et al. 2013; Scaltrito, 2016; Elfeky, 2017) concluded on a
positive impact of external audit quality on voluntary disclosure. The
definition and measurement of the variables in the model is
presented in Table 2. The statistical analysis of the data and the

estimation of the regression model were performed with IBM SPSS
(version 26).

RESULTS AND DISCUSSION
Univariate analysis

Descriptive statistics for voluntary disclosure

Table 3 provides descriptive statistics for the total
voluntary disclosure score and its subcategories for the
93 companies of our sample. Total average voluntary
disclosure score (VDscore) was relatively low and
amounted to 37.7%, with a minimum value of 16.9% and
a maximum value of 78.5%. This indicates that listed
companies on the ASE appear to be reluctant to disclose
more information in their annual reports than that
required by the regulatory framework. The same
conclusion applies for the subcategories of the index.
Average disclosure for strategic information amounted to
42.3% (SVDscore), for non-financial information to 36.3%
(NFVDscore) and for financial information to 34.8%
(FVDscore).

As seen in the appendix the items with the highest
observed disclosure (above 95%), relate to information
on products/services (100.00%), brief history of the firm
(98.92%), profitability ratios (98.92%), cash flow ratios
(97.85%) and assumptions underlying forecasts (97.85%).
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Table 2. Variables definition and measurement.

Variable Definition Measurement
VDscore Voluntary disclosure Sum of 65 voluntary disclosed items divided by the potential maximum score
score assigned to each firm
. Proportion of ordinary shares owned b
BLOCK Blockholder ownership P . y . . y
substantial shareholders (with equity of 5% or more)
FAMILY Family ownership Proportion of ordinary shares owned by the founding family and their relatives
BSIZE Board size Total number of directors in the board
BIND Board independence Proportion Qf independent non-executive directors on the board over the total
number of directors
CEODUAL CEO duality Dummy variable (1 if the chief executive officer is also chairman of the board, 0
otherwise)
ACSIZE Audit committee size Total number of directors in the audit committee
Audit committee Proportion of independent non-executive members on audit committee over the
ACINDEP -
independence total number of members
SIZE Firm size Square root of total sales
AUDIT Audit firm Dummy variable (1 if audit firm is a Big4 firm, O otherwise)

Table 3. Descriptive statistics for voluntary disclosure score (dependent variable) and its subcategories

(N=93).
Scores Mean Median Std.dev. Max Min
VDscore 0.377 0.338 0.140 0.785 0.169
Subcategories
SVDscore 0.423 0.381 0.139 0.810 0.143
NFVDscore 0.363 0.333 0.229 1.000 0.048
FVDscore 0.348 0.348 0.124 0.696 0.130

Notes: VDscore= general voluntary disclosure score, calculated as the sum of 65 voluntary disclosed items divided
by the potential maximum score assigned to each firm; SVDscore= strategic information disclosure score, calculated
as the sum of 21 strategic voluntary disclosed items divided by the potential maximum score assigned to each firm;
NFVDscore= non-financial disclosure score, calculated as the sum of 21 non-financial voluntary disclosed items
divided by the potential maximum score assigned to each firm; FVDscore= financial disclosure score, calculated as
the sum of 23 financial voluntary disclosed items divided by the potential maximum score assigned to each firm.

On the other hand, the items with the lowest disclosure
(below 5%), were qualitative analysis of competitors
(4.30%), qualitative effect of inflation on assets (3.23%),
market capitalization trend (3.23%), number of employees
on research and development (2.15%), quantitative
effects of inflation on results and assets (1.08%), and
guantitative competitor analysis (0.00%).

From the above it can be concluded that listed firms on
the ASE are more willing to disclose information that may
attract customers and have a positive impact on the
operations such as information regarding product/
services, the history of the firm or profitability. On the
other hand, companies appear reluctant to disclose
information that may harm their competitive advantage or
have a negative impact, such as competitor analysis or
the effect of inflation.

Descriptive statistics for independent variables

Table 4 reports the descriptive statistics for the
independent variables (predictor and control) included in
the regression model.

The ownership of the share capital was highly
concentrated for the companies of the sample (BLOCK)
with a mean value of 67%. In addition, most of the firms
were family owned with mean family ownership (FAMILY)
amounting to 57%. Average board size (BSIZE)
comprised 7 members with a minimum of 4 members and
a maximum of 15 members. Audit committees on
average had 3 members (ACSIZE). About one third of the
board members (36% - BINDEP) and two thirds of audit
committee members were independent (67% -
ACINDEP). CEO duality (CEODUAL) was observed on
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Table 4. Descriptive statistics for independent variables (N=93).

Variable Mean Median St.dev. Min Max
BLOCK 0.67 0.72 0.15 0.17 0.94
FAMILY 0.57 0.60 0.21 0.07 0.93
BSIZE 7.37 7.00 1.95 4.00 15.00
BINDEP 0.36 0.33 0.12 0.14 0.78
ACSIZE 3.03 3.00 0.18 3.00 4.00
ACINDEP 0.67 0.67 0.19 0.33 1.00
SIZE 7,372.83 4,270.98 9,659.73 0.00 61,002.55
Dichotomous variables Yes (%) No (%)
CEODUAL 46.24 53.76
AUDIT 17.20 82.80
Table 5. Correlation coefficients for the variables.

Variable 1) (2 3 4 5) (6) ) (8) 9) (10)

1. VDscore 1.000

2. BLOCK -0.083  1.000

3. FAMILY -0.022 0.7107  1.000

4. BSIZE 04937 -0.126 -0.112  1.000

5. BINDEP -0.194° -0.095 -0.016 -0.2727° 1.000

6. CEODUAL  -0.097 0.081  0.161 -0.319° 0.167  1.000

7. ACSIZE 0.158  0.097 0.078 -0.034 -0.031 0.075  1.000

8. ACINDEP -0.030 -0.016 0.009 0.025 0.366  -0.031 -0.084  1.000

9. SIZE 0562 0.098 0136 0.365  -0.115 -0.143 0.011 -0.147  1.000

10. AUDIT 04127 0056 -0.115 0.384° 0.077 -0.194 -0.083 -0.011 0.322"  1.000

*k kk Ok statistically significant at the 0.01, 0.05 and 0.10 level respectively (two-tailed).

46% of the firms of the sample, while the majority of the
firms (83%) were audited by non big4 audit firms
(AUDIT). The descriptive statistics indicate that the listed
companies of the sample present high levels of
ownership concentration and are in their majority family
controlled. Although boards of directors appear to have
an adequate number of independent members, a
significant concentration in the decision-making power is
observed.

Multiple analysis
Correlation analysis

Table 5 provides Pearson correlations for all variables in
our model. Voluntary disclosure (VDscore) is significantly
positively associated with board size, firm size and audit
firm size at the 1% level of significance, providing some
evidence in support of these hypotheses. Furthermore, a
significant negative association with board independence
is observed at the 10% level of significance. As far as the

independent variables are concerned, board size is
significantly associated with board independence, with
CEO duality, with firm size and with audit firm size.
Moreover, board independence is significantly associated
with audit committee independence; audit firm size is
significantly associated with firm size and with CEO
duality; and block ownership is significantly associated
with  family ownership. Although correlation results
suggest that for several of the independent variables
correlation coefficients are significant, correlation is not
high (in excess of 0.80) to indicate multicollinearity
(Gujarati, 2003; Field, 2018). In any case multicollinearity
was also assessed with variance inflation factor (VIF), as
in models with more than two explanatory variables
correlations have limited power for the detection of
multicollinearity (Gujarati, 2003).

Regression analysis

Table 6 presents the results of multiple regression model
in which voluntary disclosure (VDscore) is used as the
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Table 6. Regression results.

Coeff. Std.

Collinearity Statistics

Variable Coefficients B t Sig.

error Tolerance VIF
Constant -0.137 0.205 -0.670 0.505
BLOCK -0.219** 0.109 -2.010 0.048 0.441 2.268
FAMILY 0.070 0.077 0.910 0.366 0.442 2.264
BSIZE 0.015* 0.007 2.129 0.036 0.622 1.608
BINDEP -0.221** 0.110 -2.016 0.047 0.700 1.429
CEODUAL 0.029 0.023 1.253 0.214 0.855 1.169
ACSIZE 0.153* 0.061 2.502 0.014 0.972 1.029
ACINDEP 0.081 0.062 1.304 0.196 0.802 1.247
SIZE 0.000006*** 0.000 4,745 0.000 0.763 1.310
AUDIT 0.102%** 0.034 3.013 0.003 0.692 1.444

N =93; F (9,83) = 9.89; Prob > F = 0.000; R? = 0.518; Adj. R? = 0.465. *=, ** * statistically significant at the 0.01, 0.05 and 0.10 level

respectively.

dependent variable and the set of predictor variables
identified by the literature review. Results indicate a
significant positive association between the extent of
voluntary disclosure and the characteristics of board size,
audit committee size, firm size and auditor type; there
was a significant negative association with block
ownership and board independence. The adjusted
coefficient of determination R? amounts to 46.52% and
indicates that the research model has a satisfactory
explanatory power, comparable or higher to other
disclosure studies (Scaltrito, 2016; Elfeky, 2017; Kolsi,
2017). F value amounts to 9.89 and shows that the model
is statistically significant (Prob > F = 0.0000). Breusch
Pagan/Cook Weisberg test (chi2 = 3.56, prob > chi2 =
0.059) and White’s test (chi2 = 44.49, prob > chi2 =
0.494) for heteroskedasticity indicate that the assumption
of homoskedasticity is not violated. The maximum value
of VIF amounts to 2.27 and supports the lack of presence
of multicollinearity in the research model. As a rule of
thumb, a variable is considered highly collinear if the VIF
exceeds 10 (Gujarati 2003).

The findings of the study provide support for the
hypotheses H; (BLOCK), Hs (BSIZE), H, (BINDEP) and
He (ACSIZE). Board size and audit committee size are
positively associated with the level of voluntary disclosure
(VDscore) at the 5% level of significance. This indicates
that firms with more board and more audit committee
members voluntarily disclosed more information in their
annual reports. On the other hand, block ownership and
board independence are negatively associated with
voluntary disclosure also at the 5% level of significance.
This means that firms with a higher ownership
concentration and more independent members disclosed
less information in their annual reports. As far as the
control variables are concerned firm size (SIZE) and
auditor type (AUDIT) are positively associated with the

extent of voluntary disclosure at the 1% level of
significance indicating that larger firms and firms audited
by big4 audit firms voluntarily disclosed more information.
The significant positive relationship between the level
of disclosure and the size of the board and audit
committee, verifies the findings of prior studies which also
found a positive relationship (Allegrini and Greco, 2013;
Gisbert and Navallas, 2013; Samaha et al., 2015).
Supporting the arguments that stem from agency and
signaling theory, companies with larger boards and larger
audit committees may have disclosed more information in
their annual reports to signal to all related parties that
they act in line with shareholders’ interests. Although
board size has a positive effect on the level of voluntary
disclosure, the increase in the number of independent
directors has an opposite impact. The presence of more
independent members on the board appears to be
associated with lower levels of voluntary disclosure,
adding new evidence to the controversial results of prior
studies on the relation between disclosure and board
independence (Eng and Mac, 2003; Allegrini and Greco,
2013; Elfeky, 2017; Shan, 2019). Audit committee
independence on the other hand, does not constitute a
significant explanatory factor of voluntary disclosure.
Consistent with our expectation from the literature
review (Elfeky, 2017; Kolsi, 2017) block ownership
constitutes a significant factor of voluntary disclosure, as
capital concentrated firms disclosed less voluntary
information. This finding supports the argument that in
companies with diffused ownership, shareholders may
not be an influential factor of corporate reporting
practices, due the low level of individual shareholding
(Barako, 2006). Contrary to our expectations and even
though most of the firms of our sample are family-
controlled, family ownership and CEO duality do not exert
a significant influence on the extent of voluntary



disclosure. Finally, the findings of the study highlight the
decisive role that firm size and audit firm type play on
voluntary disclosure. Larger firms and firms audited by
big4d firms disclosed more information in their annual
reports, confirming the results of prior research that has
identified them as two of the main factors driving
corporate disclosures (Akhtaruddin and Haron, 2010;
Patelli and Prencipe, 2007; Allegrini and Greco, 2013;
Barros et al., 2013; Scaltrito, 2016; Elfeky, 2017).

Conclusion

Voluntary disclosure is considered as one of the most
important mechanisms for the efficient functioning of
capital markets, the resolution of conflicts between a
company and its related parties and the strengthening of
confidence to a company and its governance. The
objective of this study was to examine the extent of
voluntary disclosure in Greece and assess the disclosure
arguments that stem from the theorical framework of
corporate governance and focus on ownership, board of
directors and audit committee structure. For this purpose,
a disclosure index comprising 65 items was constructed
and applied on the annual reports of a sample of 93 non-
financial companies listed on the ASE. Descriptive
statistics show that the average level of voluntary
disclosure was relatively low (37.7%) and indicate that
listed companies in Greece are reluctant to disclose more
information in their annual reports than that required by
the regulatory framework.

The study contributes to corporate governance and
disclosure literature by providing new empirical evidence
on the impact of corporate governance attributes on
voluntary disclosure. Consistent with the arguments of
agency and signaling theory a significant positive
relationship between the extent of disclosure and board
and audit committee size was found. This indicates that
companies with larger boards and with more audit
committee  members disclosed more  voluntary
information in their annual reports. On the other hand,
voluntary disclosure was found to be significantly
negatively associated with block ownership and board
independence, showing that companies with higher
ownership  concentration and more independent
members disclosed less information. Moreover, the
findings verify the significant role of firm size and audit
firm type on voluntary disclosure. Contrary to our
expectations, family ownership, CEO duality and audit
committee independence do not appear to exert a
significant influence on the extent of voluntary disclosure
of listed companies in Greece.

We acknowledge that the study has some limitations
that need to be considered when interpreting the results.
First, the study focuses on three main corporate
governance attributes: ownership, board of directors and
audit committee. Other governance characteristics like
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gender diversity, financial expertise, remuneration and
nomination policy may influence the extent and type of
information disclosed in the annual reports. Moreover,
the study is limited in one year. Although reporting
practices tend to remain relatively stable over time, a
comparison of the extent of disclosure could provide
useful conclusions. A significant limitation derives also,
from the research instrument. Despite the fact that an
unweighted procedure was applied to limit subjectivity
into the scoring of the index, subjectivity may have not
been fully eliminated, as it is inherent in the scoring
process.

The results of the study can be useful to policy makers,
supervisory authorities, management, researchers, and
all other parties engaged in corporate governance and
corporate reporting by providing information regarding the
voluntary disclosure of certain items in the annual reports
and identifying key governance factors that affect the
extent of disclosure. Future research may extend the
understanding of the relationship between corporate
governance and disclosure by examining more
governance attributes and more disclosure items. In
addition, it would be extremely interesting to study
voluntary disclosures in the context of the conditions
created by the coronavirus pandemic. Finally, qualitative
research could supplement the findings of this study by
providing useful conclusions on the reasons for the high
or low voluntary disclosure of certain items of the
disclosure index.
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APPENDIX

Voluntary disclosure index.

Panel A: Information categories and sub-categories

Categories No of items
Strategic information 21
General Corporate information 3
Corporate strategy 4
Research and development (R and D) 4
Projected information 10
Non-financial information 21
Employee information 13
Social policy and value-added information 5
Directors information 3
Financial information 23
Segmental information 7
Ratios 5
Financial review 6
Capital market information 5
Total 65
Panel B: checklist of the 67 information items related to the three areas of information
Categories Percentage

Strategic information
General Corporate information

1. A brief history of the firm 98.92
2. Organizational structure 18.28
3. Information on products/services 100.00
Corporate strategy

4. A statement of corporate strategy and goals 83.87
5. Impact of strategy on current results 22.58
6. Impact of strategy on future results 5.38
7. Regulation and legislation affecting business discussed 51.61
Research and development (R and D)

8. R and D projects - description 39.78
9. Corporate policy on R and D 75.27
10. R and D activities — location 16.13
11. Number of employed in R and D activities 2.15
Projected information

12. Qualitative forecast of sales 90.32
13. Quantitative forecast of sales 18.28
14. Qualitative forecast of profits 65.69
15. Quantitative forecast of profits 9.68
16. Qualitative forecast of cash flows 41.94
17. Quantitative forecast of cash flows 7.53
18. A forecast of market share (quantitative) 29.03
19. Assumptions underlying the forecasts 97.85
20. A comparison of previous profits projection to actual profits 6.45
21. A comparison of previous sales projection to actual sales 8.60

Non-financial information
Employee information
22. Geographical distribution 30.11
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23. Categories by gender 25.81
24. Categories by age 13.98
25. Categories by function 17.20
26. Reasons for changes in employee numbers or categories 17.20
27. Safety policy 83.87
28. Data on accidents 13.98
29. Cost of safety measures 11.83
30. Amount spent in training 24.73
31. Nature of training 39.78
32. Policy of training 64.52
33. Categories of employees trained 13.98
34. Number of employees trained 12.90
Social policy and value-added information

35. Safety of products 74.19
36. Environmental protection programs - qualitative 93.55
37. Environmental protection programs - quantitative 25.81
38. Charitable donations 30.11
39. Community programs 70.97
Directors information

40. Organization chart for management 9.68
41. Age of the directors 31.18
42. Educational qualification — Manager’s curriculum vitae (CV) 55.91

Financial information
Segmental information

43. Geographical capital expenditure 68.82
44. Geographical net assets 76.34
45. Geographical production 47.31
46. Competitor analysis — qualitative 4.30
47. Competitor analysis — quantitative 0.00
48. Market share analysis — qualitative 26.88
49. Market share analysis — quantitative 10.75
Ratios

50. Profitability ratios 98.92
51. Comments on profitability 90.32
52. Cash flow ratios 97.85
53. Liquidity ratios 48.39
54. Leverage ratios 87.10
Financial review

55. Operating working capital 37.63
56. Financial history or summary— 6 or more years 13.98
57. Effects of inflation on results—qualitative 22.58
58. Effects of inflation on results—quantitative 1.08
59. Effects of inflation on assets—qualitative 3.23
60. Effects of inflation on assets—quantitative 1.08
Capital market information

61. Share price at year end 18.28
62. Share price trend 7.53
63. Comments on the firm’s share price evolution (qualitative) 6.45
64. Market capitalization at year end 27.96

65. Market capitalization trend 3.23




