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Mofijul Hoq Masum (Bangladesh), Sarkar James Bakul (Bangladesh),
Hassan Nazmul (Bangladesh)

EFFECT OF CORPORATE
VOLUNTARY DISCLOSURE
ON CORPORATE PERFORMANCE:

EVIDENCE FROM A TRANSITIONAL

ECONOMY

Abstract

Corporate performance is one of the core pillars of accelerating the economic growth
of any economy. There are some direct and indirect components of corporate per-
formance. This study is conducted to measure the impact of indirect factors, such as
corporate voluntary disclosures, on corporate performance. A sample of 872 annual
reports is investigated. A content analysis has been conducted to measure voluntary
disclosure. The study employs the short panel data, fixed model regression, and Panel
Corrected Standard Error (PCSE). The analysis indicates that corporate voluntary dis-
closure has influenced the return on assets with a regression coefficient of 0.0724 at p
< 0.01. Corporate voluntary disclosure in the transitional economy significantly influ-
ences corporate performance. However, the volume of corporate voluntary reporting
in energy-related disclosure and climate-related disclosure is minimal, as the mean is
only 2.21% and 2.31%. This implies that the government of the transitional economy
may focus on persuading corporations to disclose additional information besides man-
datory disclosure. In addition, indirect determinant of corporate performance, like
corporate voluntary disclosure, brings sustainability to corporate performance, which
further assists the transitional economy in shifting its economic status from one di-
mension to another.

Keywords voluntary disclosure, indirect determinants, corporate
performance, transitional economy, agency theory,
Bangladesh

JEL Classification M14, G30, L25

INTRODUCTION

Corporate performance is a burning issue due to the overwhelm-
ing requirements of stakeholders for it (Ahmed et al., 2017; Gakhar,
2012; Shukla & Gekara, 2010; Usenko & Zenkina, 2016). Corporate
performance entails a holistic approach to how well the corporate
people execute on its most significant parameters, archetypal fi-
nancial, market, and shareholder performance. Management, as
well as other stakeholders of any business organization, may need
to know the effect of voluntary disclosure on corporate perfor-
mance to move forward with voluntary disclosures. The shortcom-
ings of the corporate voluntary disclosure literature are charac-
terized by indecisiveness of findings (Orlitzky et al., 2003; Qiu et
al., 2016). Previous findings on the affiliation between voluntary
disclosure and corporate performance may not be appropriate for
the transitional economy because of their divergent views. For in-
stance, some argue that voluntary disclosure significantly influenc-
es corporate performance (Ho & Taylor, 2013; Plumlee et al., 2015;
Qu et al., 2013; Uyar & Kilig, 2012; Wang et al., 2008), voluntary
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disclosure significantly influences the corporate performance but with an inverse effect (Wallace &
Naser, 1995), or that there is no significant relationship between voluntary disclosures and corpo-
rate performance (McNally et al., 1982; Meek et al., 1995).

Prospective investors confirm their investment decisions based on reliable available information.
Therefore, the minimization of information asymmetry becomes a vital issue for management, not only
to induce prospective investors but also to retain existing shareholders. The literature presents that cor-
porate voluntary disclosure has an impact on corporate performance, but the nature of the effect - posi-
tive or negative, significant or insignificant - is ambiguous due to diversified conclusions. Thus, it is ap-
parent that corporations are required to know whether the voluntary information attracts prospective
investors or not. Likewise, the regulatory body might have to gather ideas for formulating and designing
corporate reporting strategies and policies for an economy.

If organizations in the transitional economy are confused about the effect of voluntary disclosure, then
it becomes a minor issue for them; thus, they provide less private information to the stakeholders, which
may have an adverse effect on the prospective investors. Most of the previous studies are concerned with
either developed economy, developing economy, or least developing economy (Dhaliwal et al., 2011;
Fauzi & Locke, 2012; Sarhan et al.,, 2019), but nor a transitional one. Moreover, their findings are still

inconclusive.

1. LITERATURE REVIEW

AND HYPOTHESIS

Voluntary disclosure is the amount and details
of non-mandatory information in the annual re-
port where the information is viewed as relevant
to informed decisions and is used as a strategic
tool to oversee managerial activities. This encap-
sulates the dual role of information: information
can be used to precisely anticipate the value of the
company (the informativeness role) and to evalu-
ate managerial performances through assess-
ing accessible information (the stewardship role).
Shareholders make erroneous decisions regard-
ing the company’s affairs and lack confidence in
the managerial role in the company’s well-being
because of inadequate reliable information. The
practice of voluntary disclosure as a strategy can
resolve these two challenges (misleading infor-
mation and goal incongruence) while ensuring
the operational success of the company (Patelli
& Prencipe, 2007). However, literature on emerg-
ing economies documented that a company nei-
ther has disclosed information comprehensively
nor has attained overall operational success (Ho &
Wong, 2001; Ronen & Yaari, 1993).

Stakeholders and rational investors anticipate

that the company will disclose more comprehen-
sive information about its operational activities
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and long-term strategies, which will assist stake-
holders in making informed decisions (Boesso &
Kumar, 2007). In practice, however, managers in-
tend to control the dissemination of information
in order to secure their personal interests (Watts
& Zimmerman, 1990). Information asymmetry
is the consequence of exercising such managerial
control on the timely flow of information to stake-
holders. Therefore, agency problems arise due to
the separation of ownership from management.
Additionally, a lack of trust between management
and investors adversely affects operational success
(Cotter et al., 2011).

Disclosure of a wide range of corporate informa-
tion can enhance the value of a company by re-
ducing the overall agency costs and mitigating in-
formation asymmetry (Botosan & Plumlee, 2002;
Shroff et al., 2013). Additionally, voluntary dis-
closure influences the accountability and trans-
parency of the company, which enhances trust
and strengthens confidence between managers
and stakeholders (Md Zaini et al., 2018). To up-
hold this position, managers use their discretion
to disclose more information in the annual report
spontaneously for a number of reasons. Firstly,
the managers of profitable businesses want to con-
vince the board that they are competent enough
to operate the business; thus, their appointment
should be prolonged (Singhvi & Desai, 1971).
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Secondly, the management of a profitable business
wants to prove that they are different from the los-
ing concern (Akerlof, 1970). Thirdly, they want to
enhance their remuneration package by provid-
ing more good news to the stakeholders (Kamel
& Awadallah, 2017). Fourthly, by providing more
voluntary information, managers of profitable
businesses want to increase the value of their
share (Inchausti, 1997).

Besides, directors utilize the information dis-
closed voluntarily in the annual report to evaluate
managerial roles and control managerial activities
through various bonding devices like debt con-
tracts, remuneration packages, stock options, etc.
(Cotter et al., 2011) and persuade them to act on
behalf of the interest of the investors. Therefore,
high-quality disclosure can mitigate the informa-
tion gap between managers and shareholders as
well as reduce the possibility of unforeseen ineffi-
ciency resulting from the information asymmetry
(Diamond & Verrecchia, 1991). Thus, disclosure of
a wide range of corporate information can regu-
late the agency problems and attenuate the inten-
sity of information asymmetries, yielding orga-
nizational wealth at an optimum level (Jensen &
Meckling, 1976).

In line with the empirical studies on voluntary dis-
closure, the study assumes agency theory to acu-
men the objectives of the research due to numer-
ous reasons (Allegrini & Greco, 2013; Muttakin
et al.,, 2015; Sarhan & Ntim, 2019). Firstly, agen-
cy theory assumes the segregation of business
ownership from organizational management. In
addition, it also postulates that board indepen-
dence is the key feature of corporate governance
in reducing the conflict between agent and prin-
cipal. Board independence, along with the other
congenial control mechanisms, may induce the
organization to overcome its dodgy attitude in
disclosing more relevant information to its stake-
holders (Patelli & Prencipe, 2007; Garcia-Meca
& Sanchez-Ballesta, 2010). Moreover, the board
composed of independent directors tends to vol-
untarily disclose more strategic and forward-look-
ing information about the company (Lim et al,,
2007). Since the corporate governance structure
in developing and least developing countries is on
the way to maturing or starting a while, informa-
tion asymmetry is a more relevant and vital issue
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in developing and transitional economies rather
than in developed economies where the informa-
tion cost is minimal. Secondly, the business has
to incur additional costs to disclose more private
information of its own. The relevance of such ad-
ditional cost must be well informed to the prin-
cipal (shareholders) as it ensures the availability
of more voluntary information, which in turn re-
duces the information irregularity in a principal-
agent relationship. Thirdly, one of the propositions
of agency theory is to minimize the divergent
views of interest between the agent (managers)
and the principal (shareholders). To understand
the conflict of interest, the board and ownership
attributes become a cornerstone as they also influ-
ence the decision-making process of an organiza-
tion (Dalton et al., 1999). Moreover, the board and
ownership attributes also include leading, manag-
ing, and controlling the performance system of
an organization. Therefore, complying with the
concepts of agency theory, the board and owner-
ship attributes of an organization play a pivotal
role in minimizing the disputations between the
agent (managers) and the principal (sharehold-
ers). Finally, the board and ownership attributes
of an organization are a part of decision-making,
conflict management, and control management in
an organization. Consecutively, the degree of cor-
porate voluntary disclosure and the smoothness
of corporate performance are the upshots of this
process. Therefore, the concepts of agency theory
provide the best interrelated assumptions in line
with the board and ownership attributes of an or-
ganization, corporate voluntary disclosure, which
may result in the desired corporate performance
of an organization.

From the context of agency theory, profitable busi-
ness management tends to report a large volume
of information due to maximizing their demands
and values (Singhvi & Desai, 1971). However, the
preceding literature on voluntary disclosure and
corporate performance provides indecisive find-
ings regarding the effect of voluntary disclo-
sure on firm performance. Similarly, Wang et al.
(2008) document the positive association of volun-
tary disclosure with business performance in the
emerging economy. However, existing literature
also reports that a losing business entity discloses
more information to validate its operating activi-
ties and to overcome legal risks (Skinner, 1994). In
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addition, in Egypt, Kamel and Awadallah (2017)
were unable to detect any significant relationship
between voluntary disclosure and corporate per-
formance. Likewise, McNally et al. (1982), Wallace
et al. (1994), and Meek et al. (1995) report no sig-
nificant relationship between voluntary disclosure
and performance.

Raza et al. (2012) investigated the relationship be-
tween CSR and firm performance by using con-
tent analysis based on the research manuscripts
published from 1972 to 2012. They report that
CSR significantly influences corporate perfor-
mance, where corporate performance was mea-
sured through ROE, ROS, and ROA. Al-Dmour
et al. (2018) report that the quality of financial re-
porting significantly influences firm performance,
assessing the Amman Stock Exchange. Similar
findings were also found by Kolsi (2017) in Abu
Dhabi and Elfeky (2017) in Egypt.

Due to the inconclusive findings of the previous
studies, it is crucial to reassess the relationship be-
tween corporate voluntary disclosure and corpo-
rate performance in the context of a transitional
economy. Therefore, the study aims to examine
the relationship between corporate voluntary dis-
closure and corporate performance in a transi-
tional economy. In line with the research objective,
the following hypothesis needs to be examined:

HI: Corporate voluntary disclosure has a posi-
tive influence on corporate performance in a
transitional economy.

2. METHOD

The empirical study was designed to ascertain the
relationship between voluntary disclosures and
corporate performances in the context of a tran-
sitional economy - Bangladesh. To execute the
study, secondary data based on the annual reports
of Dhaka Stock Exchange (DSE) listed companies
are considered. A final sample of 92 DSE-listed
companies for the tenure of four years has been ex-
amined. Annual reports of the DSE-listed compa-
nies have been used to determine the causal rela-
tionship of the aforementioned variables. Annual
reports of the organizations are more trustworthy
and verifiable as they are verified by an indepen-

http://dx.doi.org/10.21511/ppm.22(4).2024.31
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dent third party (Gray et al., 2001; Masum et al.,
2024; Masum et al., 2020). Consequently, cross-
sectional data analysis becomes inappropriate for
the study as it ignores the time effect and firm-spe-
cific effect. On the other hand, due to the nature
of the data, a longitudinal study is executed rather
than a time series study.

In the current study, the return on asset is cast as
the proxy of the dependent variable, corporate
performance. It measures the operating efficiency
of organization management in generating earn-
ings through the utilization of its economic re-
sources or assets. Return on assets is best suited for
the study as it considers the assets employed by all
investors, both the internal capital providers and
external capital providers. ROA is used as a proxy
variable of corporate performance since numer-
ous researchers used ROA to measure firm perfor-
mance (Clarkson et al., 2013; Dhaliwal et al., 2011;
Fauzi & Locke, 2012; Kolsi, 2017). In this study,
ROA is determined by dividing the income before
extraordinary items by the total assets of the same
accounting period. However, in developing coun-
tries where a weak form of capital market exists, in
most cases, market value approaches may signifi-
cantly lack accuracy and availability (Masum et
al., 2021). For the above circumstances and reality,
in a transitional economy like Bangladesh, which
has a weak form of the capital market and poor
governance mechanism, accounting approaches
of performance measurement, specifically return
on assets, seem to be best suited. Therefore, the
study uses return on assets as the proxy of corpo-
rate performance.

Previous studies on voluntary disclosure have
reported that corporate characteristics may in-
fluence corporate performance (Orlitzky, 2001;
Waddock & Graves, 1997). In this study, voluntary
disclosure is used as an independent variable. Its
dimensions, along with the items in each dimen-
sion with references, are stated in Table 1. As per
the previous literature, company size, leverage, re-
turn on equity, sales growth, earnings per share,
and company age are control variables (Choi et al.,
2010; Qiu et al., 2016). Consecutively, the study as-
sumes company size, leverage, sales growth, earn-
ings per share, and age as the proxy of control
variables. Table 2 shows detailed information on
the variables used in this study.
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The quality of voluntary disclosure can be deter-
mined in various ways: using some words (Gray
etal., 1996), sentences used in disclosing informa-
tion (Hackston & Milne, 1996), pages upholding
the information (Gray et al., 1996), or using con-
tent analysis (Aras et al., 2010; Haniffa & Cooke,
2005; Saleh et al., 2010). Although most of these
techniques have their pros and cons, content anal-
ysis is the best way to describe more realistic and
accurate phenomena and quantify the qualitative
information (Saleh et al., 2010). Therefore, in the
study, a content analysis of 77 items on nine broad
dimensions is finally selected as a tool to quantify
the level of voluntary disclosure. Here, for each
reported item on the annual report, the company
got “1” and for each non-disclosure, the score was
“0.” After that, for better understanding and com-
parability, the relative voluntary disclosure scores
for each selected sample are determined by using
the following formula:

Table 1. Dimensions of voluntary disclosures

ypji— k=1
nij -’

O

where, VDj = Voluntary disclosure score for the
firm j for the period i; Xij = Actual score availed
by firm j in year i; » = Maximum possible score of
firm j in year i, subject to the condition that, nij <
77 so that, 0 < Vdij < 77.

As per the objective of this study, a fixed regres-
sion model is executed to explore the relationship
between return on assets — the proxy variables of
corporate performance and a composite variable
on voluntary disclosure. Since the data set has het-
eroscedasticity and autocorrelation issues, a fixed
effect with panel-corrected standard error (Model
1) is used to examine the effect of voluntary dis-
closure on corporate disclosure. Panel-corrected
standard error seems to be the best-suited model

Dimensions of Voluntary Total
- References
Disclosures Items
Ordinary business information 6 items Elfeky (2017), Kolsi (2017), Rezaee and Tuo (2017), Sarhan and Ntim (2019)
Governance information 7 items Elfeky (2017), Kamel and Awadallah (2017)(, Kolsi (2017), Rezaee and Tuo (2017),
Sarhan and Ntim (2019)
Climate change information 12 items
disclosures
Environmental disclosures 13items
Energy information disclosure 8items
Employee information 15 items

8 items

3items

5items

77 items

Table 2. Measurement of variables

Variables Measurement

References

Corporate voluntary

disclosure by maximum total score

A binary variable. Items disclosed by each company are scaled

Masum et al. (2024)

Return on assets

Company size i balance sheet

i Natural log of the total assets of the company reported on the

Elfeky (2017), Kolsi (2017), Rezaee and Tuo
(2017), Sarhan and Ntim (2019)

Leverage

Company age

Kolsi (2017), Masum et al. (2024),
Sahasranamam et al. (2019)

Sales growth i previous year divided by the previous year

ifferences between the sales of the current year and the

Earnings per share

Net profit attributable to the ordinary shareholders scaled by
i the weighted average number of shares outstanding

Masum et al. (2020)
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for the data set, as the correlation coefficient be-
tween the variables is a bit higher. However, the
regression coeflicients, standard error, and their
level of significance of the fixed effect model be-
fore considering the heteroscedasticity problem
and autocorrelation problem (Model 2) and fixed
model having no time effect (Model 3) are also
presented for comparability. The final fixed model
(Model 4) for the empirical study is stated below:

CP=a+BWD+B2C _LEV
+B3C _SIZE + fAC _AGE
+ B5C_GROWTH + B6C _EPS +e,

@

where, CP = Corporate performance; VD =
Voluntary disclosure; C_LEV = Leverage; C_
SIZE = Company size; C_AGE = Company age;
C_Growth = Sales growth; C_EPS = Earnings per
share.

3. RESULTS AND DISCUSSION

Table 3 entails the descriptive statistics of the nine
dimensions of corporate voluntary disclosure. The
mean voluntary disclosure score is reported as
22.41%, with a standard deviation of 11.77%. This
result implies that, on average, the selected sam-
ple reports only 22.41% of the selected contents
from the voluntary disclosure index. Based on the
empirical findings, it can be generalized that the
DSE-listed companies report very little informa-
tion about their energy disclosure, with a score of
2.21% with a standard deviation of 1.87%.

Table 3. Descriptive statistics — Voluntary disclosure

Problems and Perspectives in Management, Volume 22, Issue 4, 2024

Table 4 reports the descriptive statistics of the con-
trol variables. The empirical findings report that the
mean age of the selected samples is only 23.45 years,
with a standard deviation of 12.16 years. This result
implies that in an emerging and transforming econ-
omy, listed companies operate for an average of 23.45
years, while their minimum operating time is two
years with a maximum operating time of 57 years. It
was also found that the mean leverage score was 0.83,
with a standard deviation of 2.49. This result implies
that the mean leverage score is good, but there are a
good number of debt-intensive firms in Bangladesh’s
listed market. The lowest and highest leverage ratios
are 0.02 and 23.25, respectively.

Table 4 also reports the mean earnings per share
as Tk. 6.04 with a standard deviation of Tk. 14.99.
This result entails that the operating performance
of all the selected samples is not in a positive sta-
tus. Although some of the companies perform
very well with a maximum earning per share of
Tk. 131.06, but some incur negative earnings per
share or losses per share. The standard deviation
also postulates that the operating performance
scenario of the listed companies is not homoge-
neous. The growth scenario of the transitional
economy of Bangladesh is also encouraging as
the mean sales growth is 10.24%, although the
standard deviation is 26.60%. Since the market
includes several companies with negative growth,
this results in a high standard deviation (26.60%)
compared to the mean (10.24%).

Table 5 reports the correlation matrix relating to
the exploration of the relationship between return

Dimensions of Corporate Voluntary Disclosures Mean, % Standard Deviation, % Minimum, % Maximum, %

Ordinary business information 54.26
Governance inforr'ﬁ """""""""""""" 36.12
Climate change information 2.31

Environmental dis;I‘(')‘;t;r'és """""""" 9.12

Energy disclosureg """"""""""""""" 2.21

Employee disclosu';"éus' """""""""""" 31.32
Social disclosures 21.09
Product disclosuré; """""""""""""" 19.21
Customer disclosuur'é; """""""""""" 26.21
Composite volunté‘&‘('i‘i;closure """""""" 22.41
Mean 22.41%

http://dx.doi.org/10.21511/ppm.22(4).2024.31
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Table 4. Descriptive statistics — Control variables

Variables

Standard Deviation

Minimum Maximum

10.24 (%)

Sales growth

L Tk1499 Tk13106
26.60 (%) 201.67 (%)

on assets and corporate voluntary disclosure. It
is found that corporate voluntary disclosure has
a significant positive relationship with the return
on assets at p =< 0.01 with a correlation coefficient
0f 0.392.

This empirical study implies that DSE-listed com-
panies pay less attention to disclosing their private
information to the public, which is also consistent
with the previous literature (Belal, 2000; Islam
& Deegan, 2008). However, the scenario of dis-
closing voluntary information has gradually im-
proved over the years (Belal et al., 2013; Masum et
al., 2020). The standard deviation of the voluntary
disclosure index also indicates that there is a note-
worthy deviation among the companies disclosing
their voluntary information in the annual reports.
These meager scenarios are also further proved by
the minimum voluntary disclosure score, which is
5.08%, and the maximum voluntary disclosure in-
dex, which is 79.26%. Therefore, the range (74.18%)
between the maximum voluntary disclosure score
and the minimum score also evidenced that the
consideration of voluntary disclosure in the eyes
of all the selected samples is not the same.

However, disclosing general information among
the stakeholders is a way of introducing the com-
pany to the stakeholders; thus, it has the highest
disclosure percentages compared to the other di-
mensions of voluntary disclosure. From the con-
text of Bangladesh, it is obvious that business or-

Table 5. Correlation matrix

ganizations are less concerned about their energy
consumption. The empirical results also show
homogeneity in terms of the size of listed compa-
nies in Bangladesh, as its mean value is 9.32 with
a standard deviation of 0.85. The resemblance of
company size in Bangladesh has also been proved
as its minimum value is 6.27 with a maximum
value of 11.39.

The study indicates a weak significant relationship
between corporate performance and voluntary
disclosure in the context of the transitional econo-
my of Bangladesh. It becomes apparent that busi-
nesses are supposed to disclose more voluntary
disclosures once they have financial sustainability.
Out of the six control variables, age, size, return
on equity, and earning per share have a positive
relationship with voluntary disclosure that is sta-
tistically significant at p < 0.1 and p < 0.01, corre-
spondingly. At the same time, no significant sta-
tistical relationship was found between the lever-
age and sales growth with the corporate voluntary
disclosure. However, none of the control variables
exceed a correlation coefficient of 0.3. Therefore,
there exists no severe multi-collinearity issue be-
tween the proxy variables of control variables and
corporate voluntary disclosure.

Table 6 shows that corporate voluntary disclosure
has influenced the return on assets with a regres-
sion coeflicient of 0.0724 at p < 0.01. Therefore,
when the magnitude of corporate voluntary dis-

Variables

Sales growth

Voluntary disclosure

Age

Size

Leverage

ROA 3925 076

008

| s1ge

Note: *** significant at 0.01; ** significant at 0.05; * significant at 0.10.
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Table 6. Effect of corporate voluntary disclosure on corporate performance

Variables

Model 1
Fixed effect with PCSE

Model 2

Fixed effect

Model 3

Only fixed effect, no time effect

Independent Variables

. 0.0724 0.0649 0.0727

Voluntary disclosure i - R
(0.0212)** (0.0162)** (0.0258)**
Control Variables

0.0200 : 0.0056 0.0188
Salesgrowth i - R R
(0.0086)"** (00039 . i (0.0052)*** ...

. —-0.0404 -0.0212 0.0515
Earnings pershare b - R
(0.0386)"* (0.0249) i (0.0194)** ...
“oF 02563 02828 01506 .
(0.0379)** (0.0203)"% (0.0188)** ...

0.0384 -0.1937 —-0.0419
Leverage e - R R
(0.1649) | ..{0.1446) 01654) ...

5i 0.4325 —-0.7921 0.0405
ize s . FE OO OO OO O ostebetbedueo SO
(0:3530) | A03020) (0.4742) ...

A 0.0166 0.0479 0.2405
e e . OO OO TRUOTR N osteodtitv et
° (0.0447)™ (004047 i (0.04521%* ..

—3.4838 7.1119 —4.3509
Constant B - R e
e (3.7501) | (29860) (4.6485) ...

R square 0.6173*** 0.7262*** 0.3636***

Note: *** significant at 0.01; ** significant at 0.05; * significant at 0.10.

closure increases, the return on assets also in-
creases accordingly. Nguyen et al. (2020) exam-
ined the impact of voluntary disclosure on ROA
in the context of Vietnam and found positive as-
sociations. By contrast, Hossain and Hammami
(2009) did not find any considerable association
between return on assets and voluntary disclo-
sure. Nevertheless, Gamerschlag et al. (2011) rec-
ommend that profitable organizations are more
enthusiastic about disclosing how they can earn
profit than less profitable companies. Kolsi (2017)
opined that profitable organizations tend to re-
port additional corporate information to justify
that they operate within the norms of society. The
agency theory also advocates that the management
of an effective and efficient organization discloses
more information proactively to confirm their re-
wards (Singhvi & Desai, 1971) and to enrich their

value in the labor market. In addition, non-profit-
able organizations tend to report a lesser amount
of information as additional arrangement of in-
formation requires extra cost (Kolsi, 2017).

In this empirical study, the robustness test of the
fixed effect model was conducted by altering the
proxy variables of corporate performance. Table
Al, Appendix A, shows an additional test consid-
ering the return on equity as the proxy of corpo-
rate performance instead of return on assets. All
three models - fixed effect with panel-corrected
standard error, fixed effect, and fixed effect with
no time effect — were investigated. It is found
that there are no significant differences between
the proxy variables of corporate performance.
Therefore, the findings show the robustness of the
model used in this study.

CONCLUSION

Corporate performance has become a burning issue for business organizations over the years. Business
entities put their effort to achieve the optimum level of corporate performance. To achieve sustainable
corporate performance both the direct and indirect determinants of corporate performance are crucial.
This study is steered to explore the relationship between corporate voluntary disclosure and corporate

performance. It is found that voluntary disclosure
the context of a transitional economy, Bangladesh

http://dx.doi.org/10.21511/ppm.22(4).2024.31

significantly influences corporate performance from

. The transitional economy puts more focus on trade
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and commerce of the country rather than foreign aid. Thus, the transitional economy needs to design its
policy to retain the existing investor and induce the prospective investor. In connection with this transi-
tion, the government of Bangladesh adopted several policies like incorporating the Code of Corporate
Governance 2018, revised Income Tax Act 2023, etc., that induce the business organization to provide
more private information to the investors. This extra information will minimize the information asym-
metry between the business and its current and prospective investors. Therefore, the companies having
more information bring more investment. Moreover, this empirical study opens the doors of several
research opportunities. Firstly, this empirical study is limited to the transitional economy since all the
samples are taken from Bangladesh. However, the magnitude of voluntary disclosure is not the same
and consistent across the boundaries of a country. In addition, the study analyzes the quantitative as-
pects of corporate voluntary disclosures; a qualitative study may provide a deeper understanding of the
relevant literature. Finally, in this study, annual reports are considered as the source of measuring vol-
untary disclosure. Some other sources of voluntary disclosures, such as websites, sustainability report-
ing, or integrated reporting, may provide more rigorous voluntary information.
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Table Al. Robustness test — Corporate voluntary disclosure and corporate performance
Variables | FE With PCSE . FEwithPCSE = FEonly = FEonly OnlyFEnotime: Only FE no time
(ROA) (ROE) (ROA) (ROE) i effect (ROA) : effect (ROE)

Independent Variables

00677

Voluntary : : : : : S
: 0.0358)**

disclosure (0.0212)** (0.0242)** (0.0162)** (0.0092)**
Control Variables

Sales growth

Adjusted R
square

0.3132%**

368

Note: *** significant at 1%, ** significant at 5%, * significant at 10%.
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