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Abstract 
Research Background – Trust is the focal point of this thesis. It is an integral part of capitalist economies and, therefore, corporate governance. The relationship of trust serves as a bond and brings together different individuals of diverse interests to work collectively to fulfil their objectives. But in the last two decades, this relationship of trust has been badly shaken due to various reasons. To restore the bond of trust, policymakers in different jurisdictions have developed and introduced various policies and procedures. Such effort has been made by the Security and Exchange Commission of Pakistan (SECP), as it developed and implemented the country first Corporate Governance Code in 2002 and revised them twice in 2012 and 2017. But making rules, regulations, procedures, and policies are only one aspect of restoring the relationship of trust. The rules can be made very strong and fanciful, but only the implementation, compliance, and actions make them effective. Therefore, this doctoral research thesis empirically examines and evaluates the SECP Corporate Governance Code and tries to find out to what degree the SECP has succeeded in restoring the relationship of trust. Correspondingly, the doctoral research thesis increases awareness by empirically examining the benefits of compliance and implementation of regulatory frameworks with a truthful spirit and sound Corporate Governance practices among key stakeholders.
Research Setting –Theoretically, the research is focused on the overall domain of Corporate Governance. In empirical and geographic terms, it is located across the listed Pakistani banking sector, during years prior to and post the introduction of the SECP revised Corporate Governance Codes, 2012 and 2017. The research constructs a conceptual model by using the two most important theories - Signalling Theory and Stakeholder Trust Theory and seeks provide a comprehensive theoretical explanation using sets of hypotheses that are employed as a theoretical foundation for further empirical investigations

Research Purpose – A review of the relevant literature more than suggests a literature gap in terms of the effectiveness of board monitoring and governance disclosure quality. It is this gap that motivates and gives basis to the research. Additionally, the recent revisions of the current relevant Corporate Governance Code both provoke and invite an empirical examination of the effect (if any) on governance disclosure quality made by the identified sector over relevant years to determine changes in such quality – those possibly triggered by the identified revised code. In so doing, appropriate linked knowledge is also generated. 

 Research Design/Methodology/Approach – Significant consideration is given to the design and methodology employed for the research. Thus, appropriate decisions are made concerning the intended research philosophy (primarily positivist), approach (essentially deductive), method (significantly quantitative and mono methodical), strategy (archival), time horizon (longitudinal, as the construction of disclosure index and measurement process, is very time consuming, a longer sample period as uses in time series analysis is not feasible). The actual research set of banks represents 100% of the listed Pakistani banks uses to examine the impact of revisions of the SECP code across three-time periods. Regression analyses are used to test the relationship between variables.

The study develops a Governance Disclosure Quality Index (GQI) using guidelines identified by the United Nation Conference on Trade and Development (UNCTAD, 2006), OECD Principles, 2015, Basel Requirements for Corporate Governance of Banks, 2015, Global Reporting Initiative (GRI) Standards, 2018 and provisions of the SECP Corporate Governance Code and other key previous literature. 

Research Findings/Outcomes – The research's main findings show that the Governance Disclosure Quality of the Pakistani listed banks in their annual were reports enhanced after each revision of the SECP Corporate Governance Code. However, better board and audit committee composition and function through enhanced SECP Corporate Governance Codes did not significantly impact governance disclosure quality. The main reason for this non-significant relationship appears to be that Pakistani listed banks have not complied with the board and audit committee structural guidelines of the SECP CG Code with spirit and instead used the tick box approach.

Research Limitations – The research has used data from only one sector, Pakistani listed banks. This has been done because the financial sector has special regulations regarding Corporate Governance and disclosure, and it is not wise to compare this sector with others. Either we can exclude the financial sector from sample selection or only use the data from that particular sector. 

Research Contribution to Knowledge – The contribution and value of this research can be mainly divided into four areas. Firstly, it focuses on the banking sector in emerging markets. Many studies have been done on industrial firms in developed countries. This research takes a different view and provides empirical evidence within the Pakistani environment. Secondly, the study provides a comprehensive theoretical explanation using two distinct but relevant theories – Signalling Theory and Stakeholder Trust Theory.  

Thirdly, this is the first study that primarily evaluates and examines the impact of the SECP Code's revisions on governance disclosure quality in Pakistani listed banks. The input–mediator–output approach examines how banks' financial position mediates the relationship between board and audit committee characteristics and governance disclosure quality. The research also empirically confirms that the SECP code's revisions act as a moderator, and the above-mentioned relationship is stronger after each revision. By so doing the study contributes to bringing increased awareness of sound Corporate Governance practice among key stakeholders. 

Fourthly, the research provides recommendations to enhance governance disclosure quality. It describes the corporate board in the Pakistani listed banking context using inclusive board composition and functioning measures. The findings help policymakers and regulators assess the adequacy of the Board of Directors' guidelines in the terms of SECP Corporate Governance Code of Pakistan.  

Originality/Value – In contrast with several previous studies in Corporate Governance domains, which mainly examine and compare Corporate Governance practices between developing and developed countries (to highlight the importance and bring awareness among stakeholders) in terms of sound Corporate Governance. This research examines and compares Corporate Governance practices within a single country, but across three different time periods (each time period had different corporate governance practices in Pakistani listed banks due to revisions of the SECP Corporate Governance Code, 2012 and 2017) to increase awareness of sound Corporate Governance practices (proxies of governance disclosure quality) among stakeholders. Indeed, when stakeholders are made aware of the importance of sound Corporate Governance, they tend to demand more of it.

Keywords – Corporate Governance Code, Governance disclosure quality, Legitimacy theory, Signalling Theory, Stakeholder Trust Theory
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1. CHAPTER 1 – RESEARCH OVERVIEW, ENVIRONMENT, POSITIONING, PROBLEMS, QUESTION AND OBJECTIVES

1.1 Introductory Comments/ Research Overview

While the doctoral thesis is grounded within the overall domain of Corporate Governance (CG), its focal point is trust. Trust is an integral part of capitalist economies and, therefore, corporate governance. This is a consequence of the classical Agency Theory conflict (Jensen & Meckling, 1976). This relationship of trust serves as a bond in bringing together sets of individuals with possibly non-convergent interests to collaborate in a common endeavour and some shared objectives.  (Balgobin, 2008 and King Report, 2016). 

Sound Corporate Governance helps companies build trust with investors and the community with good reason; trust is better fostered when transparency is well manifest, and high quality corporate and corporate governance disclosures are present. But in the last two decades, this relationship of trust has been badly shaken for various reasons. Accordingly, to restore that bond of trust, policymakers in several jurisdictions (e.g., U.K., India, Canada, and Pakistan) have developed and introduced, via corporate legislation and/or regulation, various policies, and procedures within national Corporate Governance Codes (Balgobin, 2008). In Pakistan, this was done by the Security and Exchange Commission of Pakistan (SECP), when it developed and implemented Pakistan’s first Corporate Governance Code in 2002 and later revised it twice – in each of 2012 and 2017.

Unfortunately, the development of rules, regulations, procedures, and policies alone is not sufficient for restoring trust. While rules can be made very strong and as detailed as possible, only their full and meaningful implementation and compliance make them operationally effective (Sanan and Yadav, 2012). Sound practices are the foremost drive of any code or regulatory framework, which can only be achieved if implemented with true spirit and not just y adopting a tick box approach. The strength of any regulatory framework and a governance system's performance capability can be measured through its compliance level (Rais and Saeed, 2005).  

Moreover, organisations that complain and implement regulations without any sense of purpose might not get paybacks. It is a practical approach that considers the organisation's circumstances, which produces positive results (King Report, 2016). 
Equally, stakeholders' awareness is also an essential aspect to help bring good practices to organisations. The lack of trust in the existing Corporate Governance mechanism demands greater transparency – Signalling Theory perspective – and stakeholder involvement – Stakeholder Trust Theory perspective. Because, when regulators act alone, it is very challenging to ensure implementation and compliance with relevant procedures and policies. Hence, this load must be shared by regulatory bodies, firms, and key stakeholders. Further, when the stakeholders are aware of the importance of sound Corporate Governance, they demand it.

Accordingly, on the premise that higher-quality corporate and corporate governance disclosures result in higher levels of trust, the thesis empirically examines and evaluates the application of the SECP Corporate Governance Codes before, and after, the 2012 and 2017 revisions referred to previously. As such, the thesis attempts to quantify and explain (with the benefit of Stakeholder Trust Theory.
 and Signalling Theory
), the degree to which the SECP succeeded in possibly restoring and enhancing that relationship of trust. Thus, using appropriate empirical data.
 and evaluation of, within a precise Pakistani context, the thesis advances insights into the fulsome compliance and implementation within a spirit of integrity and adherence to sound Corporate Governance disclosure practices by corporate agents to their stakeholders. Correspondingly, the doctoral research thesis brings about an awareness by empirically examining the benefits of compliance and implementation of regulatory frameworks, with true spirit and sound Corporate Governance practices, serving key stakeholders.

As stated earlier, in terms of theoretical principles, the research evaluation is set within the domain of Corporate Governance. Concurrently, in empirical and geographic terms, it is located across the entire listed Banks population within the banking sector of Pakistan. Empirically, this evaluation is conducted using appropriate Corporate Governance disclosures for years prior to, and post the introduction of the SECP revised Corporate Governance Codes of 2012 and 2017. As stated previously, the evaluation is conducted with reference to conceptual and theoretical models advanced by two important Corporate Governance theories – i.e. Signalling Theory  and Stakeholder Trust Theory. Potentially, these two theories enable appropriate statistical testing, using appropriately quantified variables and providing an explanation for meaningfully developed sets of hypotheses to be tested and explained. Indeed, in due course, such explanations may well serve as a basis for a more comprehensive theoretical explanation for and a rationalisation for further empirical investigations. 
1.2 Research Background
It can be seen in the literature that most of the crises in the corporate world are due to the lack of implementation of governance standards with their true spirit (Johnson et al., 2000). The case of Enron, Worldcom, BCCI (Bank of Credit and Commerce International) and the recent cases of Volkswagen, Tesco, BHS (British Home Stores) and Thomas Cook are all due to the weak Corporate Governance structure of these companies. It is evident that no company can survive without implementing sound Corporate Governance practices (Gisbert and Navallas, 2013). Indeed, a lack of sound Corporate Governance and honest executives is one of the main reasons for the world financial crisis (Apostolou and Nanopoulos, 2009). In Asian markets, the financial crises are attributed to the lack of effective Corporate Governance (Ho and Wong, 2001). Prior literature offers various definitions for Corporate Governance, but the Organization for Economic Co-Operation and Development (OECD) (2004) provides a comprehensive definition of Corporate Governance, which is: 

"Procedures and processes, according to which an organisation is directed and controlled. The corporate governance structure specifies the distribution of rights and responsibilities among the different participants in the organisation – such as board, managers, shareholders and other stakeholders – and lays down the rules and procedures for decision-making". 
Equally, stakeholders' awareness about the benefits of implementing sound Corporate Governance is also an important aspect. Such awareness helps bring sound Corporate Governance practices to organisations in all jurisdictions and particularly in the developing world (OECD, 2015). The lack of trust in the existing Corporate Governance mechanism demands greater transparency (consistent with a Signalling Theory perspective) and stakeholder involvement (consistent with a Stakeholder Trust Theory perspective).

1.3 Role of Information Disclosure in Corporate Governance

Disclosure is a significant element of the transparency and openness that is integral to sound Corporate Governance. In other words, one of the most important aspects of Corporate Governance is information disclosure, because it places information in the hands of the capital markets and makes corporate insiders accountable (Htay et al., 2012). The Basel Committee on Banking Supervision (2005) attach so much importance to information disclosure that they describe it as the “heart” of Corporate Governance. Indeed, information disclosure is an essential part of Corporate Governance because it partly determines the prevailing degree of sound Corporate Governance. One could regard such disclosure as the “face” of Corporate Governance. Leong (2005) describes disclosure and transparency as partners of sound Corporate Governance. Perhaps, governments' failures can often be related to disclosure failure because they frequently do not show the whole picture (OECD, 2015; Khaireddine et al., 2020). 

Gibbins et al. (1990) define disclosure as the intentional release of qualitative or quantitative, voluntary, or mandatory information through formal or informal methods. Healy and Palepu (2001) believe information disclosure is crucial for an efficient and proficient capital market. Today's informed investors want more information about the firm, and more importantly, they want to know how and who is managing it (Gul et al., 2004). 

The capital market performs efficiently when it has access to adequate information to evaluate firms’ governance (Marston and Polei, 2004). Further, good disclosure helps the capital market determine the point to which corporations react to shareholders/investors' needs (Fung, 2014). Accordingly, information disclosure helps investors make informed investment decisions (Oluwagbemiga, 2014: Mutiva et al., 2015). Furthermore, disclosure can enhance transparency, signal the corporation's performance, clarify the conflict of interest between the stakeholders and the management, and reduce opportunistic behaviour and information asymmetry (Verrecchia, 2001).

1.4 Quality of Information Disclosure

In the modern era, the benchmark of information disclosure has been transformed. Shareholders and other stakeholders not only expect companies to disclose their financial and non-financial information as much as possible, but they also urge for clear, transparent, and quality information, which they need for decision making (Fung, 2014). Nowadays, all stakeholders, particularly shareholders, investors, and creditors, probe firms' management to assess whether their business model and information disclosures meet disclosure quality expectations. In order to assist better decision-making (Fung, 2014). Concurrently, they want a “full picture” of the firm’s financial health to assess corporate performance and make more informed and better decisions (Bobitan and Petru, 2017; Khaireddine et al., 2020). 

Provocations behind this increased attention are financial crises, accounting scandals, and intensive business information demands from investors, creditors, shareholders, and other stakeholders. This exhaustive desire for information makes corporate reporting even more challenging (Bobitan and Petru, 2017). 
In this context, corporations are expected to disclose their financial and non-financial information as clear, transparent, and as comprehensively as possible. In governance disclosure terms the quality of information is very important in order to provide stakeholders and potential investors with the information they need for their investment decisions. In the contemporary era, the vastly increases use of Annual Reports as they portray company's image (Shehata, 2014). They are easily available and accessible to employees, investors, suppliers, creditors, and customers. But most importantly, the quality of the information disclosed is critical since investors rely on the information contained within these Annual Reports.
1.5 Board Monitoring and Governance Disclosure Quality

The intensive demand for transparency and disclosure from shareholders and other stakeholders puts greater responsibility on directors' shoulders to implement rigorous governance standards (Fung, 2014; Khaireddine et al., 2020). Over the past few years, the expectations of the various stakeholders regarding governance have evolved. Now, the stakeholders consider the board as being more responsible for the effectiveness of the overall governance process. Further, as information disclosure cannot be left to the discretion of managers only, an effective monitoring system is needed to check and balance management. Management actions could and should be monitored through the board of directors. 

Board efficiency and monitoring capability could be heightened through the independence, diversity, personal and professional abilities of the board of directors. In this regard, the relevant Corporate Governance Code will likely offer a description of the corporate board through board composition and structure guidelines. This provides scope for further investigation on the matter. Within such considerations, the research examines the relationship between board and audit committee composition and functioning and governance disclosure quality.
1.6 Research Context  

Over the last decades in the business world, the importance of corporate governance and corporate disclosures (voluntary and mandatory) have increased intensely and expressively. But corporate disclosure of an organisation is a wide term covering various types of disclosures (Akhtaruddin et al., 2009; Chakroun, 2013). Prior researchers have conducted their research on various aspects of corporate disclosure. For instance, Corporate Social Responsibility (CSR) disclosure (Khan et al., 2013; Chan et al., 2014; Khaireddine et al., 2020), environmental disclosure (Da Silva Monteiro and Aibar-Guzman, 2010; Salama et aI., 2012), corporate governance disclosure (Khaireddine et al., 2020) and corporate risk related disclosure (Domínguez and Gámez, 2014; Salem et al., 2019). 

However, this doctoral research thesis emphasises an examination of governance disclosure quality. This contrast with previous studies that investigate voluntary governance disclosure (Shan, 2019), while others examine voluntary and mandatory governance disclosure (Noh et al., 2019).    

Taking regard for the above and the outlined background, this doctoral research thesis examines the relationship between Corporate Governance and voluntary and mandatory governance disclosure quality of qualitative and quantitative information, through one of the most important formal disclosure methods - the Annual Reports of all Pakistani consistently listed banks over relevant years between 2009 and 2018.
1.6.1 Banking Sector 

Confidence is critical to the whole banking system. For in the banking and overall financial system's smooth functioning lies the strength and success of the relevant economy. Banks directly deal with households, thus as witnessed in the 2008 financial crises, one saw how a banking crisis can affect the whole society. While the quality of corporate governance across all business sectors is important, that of the banking sector is possibly even more so. This is because the banking sector is understandably more important than other sectors. It provides the “financial lubrication” to the economy, and the whole economy is “fuelled" by this sector (Zaman et al., 2014). Weak and/or ineffective Corporate Governance in the banking sector can lead to a loss of the confidence in the capital market. It might also suggest an inability of banks to manage their assets and liabilities, including deposits. This could generate a liquidity crisis which then might evolve into an economic crisis in the country and pose systemic risk to the society (Basel committee on banking supervision, 2005: Feldioreanu and Seria, 2015). 

Moreover, the reliability and security of the banking sector are keys to financial stability. Hence their conduct is crucial. As banks perform an intermediator role in society, they collect money from savers and lend it to enterprises for economic growth. Therefore, weak banks' governance affects the entire economy as a whole (Basel, 2015).

1.6.2 Research Problem 

In Pakistan, as in other countries, underlying most Corporate Governance issues lie the issues of agency conflict, asymmetry of information and self-interest tensions between managers and stakeholders. Such problems are aggravated in economies having family-oriented ownership structures (Claessens, 2006: Zaman et al., 2014), such as in Pakistan. Thus, in Pakistan, an important issue and potential problem is the presence of close family members (and/or related parties) as board members who are often appointed primarily to strengthen the finding family control over the organisation (Nishat and Shaheen, 2005, Bosakova et al., 2019). 

This is highlighted by Mohamad and Sulong (2010), who reveal that such companies have a higher percentage of family members sitting on the board significantly and a lower level of disclosure in their Annual Reports. 

A review of the relevant literature more than suggests a gap in it – particularly within a Pakistani context and even more so within that country's banking sector. The gap is perceived much in terms of the effectiveness of board monitoring and governance disclosure quality, and it is this gap that motivates and gives basis to the research.

Additionally, the recent revisions – 2012 and 2017 – of the current relevant Corporate Governance Code in Pakistan both provoke and invite an empirical examination of the effect (if any) on governance disclosure quality, as made by the identified sector over the relevant years to determine changes in such quality – those possibly triggered by the identified revised code. In so doing, appropriate linked knowledge is also generated. 
1.7 Research Purpose

The purpose of this doctoral research thesis is to empirically identify, examine and evaluate the revisions of the SECP Corporate Governance Code, 2012 and 2017. It also attempts to determine the degree to which the SECP has succeeded in restoring the relationship of trust. Correspondingly, the doctoral research enables an empirical awareness of the benefits of compliance with, and implementation of, regulatory frameworks with true spirit and exercising sound Corporate Governance practices amongst (at least) key stakeholders.
1.8 Research Settings and Aim
As a researcher, it is vital to be clear in research aims and objectives, but sometimes it is become hard to distinguish between them. The aim is what the researcher wants to achieve through research, while the objectives are the steps and actions that the researcher will take to achieve the research's aim. Keeping in mind the above, the research domain is that of Corporate Governance and particularly governance disclosure quality. It is located across the listed Pakistani banking sector in empirical and geographic terms, during years prior to and post the introduction of the SECP revised Corporate Governance Codes, 2012 and 2017. Against the above settings, the research aims to examine and evaluate the quality of governance disclosure made by the identified sector over relevant years to determine changes in such quality – particularly those possibly provoked by the identified revised codes and, as stated previously, in so doing, appropriate linked knowledge is also generated.

1.9 Research Theoretical Base

Theoretically, the research employs and seeks to examine (in varying degrees) the explanatory potentiality of four theories. These theories are Agency Theory, Signalling Theory, Legitimacy Theory and Stakeholder Trust Theory – all examined within the context of Corporate Governance practice and particularly in terms of governance disclosures quality. These theories offer helpful insights into the phenomena of governance disclosures quality. Yet, when considered individually, none of the theories seems to offer a satisfactory and fully comprehensive explanation of such practices. Each referenced theory has its precise assumptions and explanations about governance disclosures quality. Thus, the research constructs a conceptual model using two of these relevant theories - Signalling Theory and Stakeholder Trust Theory and attempts to provide a comprehensive theoretical explanation. It develops sets of empirically tested hypotheses which are then duly evaluated for their suitability as theoretical foundations for further empirical investigations.

Thus, using Managerial Signalling Theory and Stakeholder Trust Theory lenses, there is a good need and opportunity to examine how, when and to what extent the analysis of good governance and the board and audit committee composition and functioning and banks financial position are influencing and mediating governance disclosure quality. A Priori, the research also expects that the SECP code's revisions act as a moderator and the above-mentioned relationship is stronger after each revision. 

1.10 Research Motivation

The following three main factors motives the research conducted within this doctoral research:

Firstly, it reviews the most key prior empirical work relating to corporate governance disclosure and its quality across important relevant jurisdictions. The review concludes that most previous studies in Corporate Governance domains have mainly examined and compared Corporate Governance practices between developing and developed countries (Wong, 2009: Isukul and Chizea, 2017). This was done to highlight the importance of, and bring awareness to stakeholders, sound Corporate Governance. However, arguably, it may not be the best approach, as results of one jurisdiction need not adequately and appropriately compare and associate with another jurisdiction (Bosakova et al., 2019). According to Claessens (2006), global findings and results do not directly apply to every situation and country due to country-specific circumstances and institutional characteristics. Local data is required to identify the issues and make a considerable case for change and reform. Additionally, Sun and Tong (2003), contend that corporate governance dynamics in emerging and developed economies are different. 
Facts are important, but communicating facts are equally important too. Researchers in corporate governance have mostly focused on, and emphasise, the importance of sound Corporate Governance and how firms can improve their performance through good practices. The fact is that Sound Corporate Governance practices tend to favour the well-being of an organisation. But researchers have, generally, not focused on communicating such facts to stakeholders within developing countries. 

Accordingly, these studies are perhaps less effective in sensitising stakeholders' awareness of sound Corporate Governance practices in developing countries. Thus, there is a literature gap.

 In order to fill this literature gap, the study examines and compares the Corporate Governance practices within a single country – Pakistan – and single sector – Pakistani listed banks – but in relation to three different time-periods (each time period having altered and differing corporate governance practice obligations in Pakistani listed banks due to revisions of the SECP Corporate Governance Code, 2012 and 2017). The research is doing to contribute to an awareness of sound Corporate Governance practices (proxies of governance disclosure quality) among stakeholders. 

Secondly, as far as seems apparent through a review of prior literature, this is the first study that thoroughly evaluates and examines the impact of the SECP code's revisions on governance disclosure quality in Pakistani listed banks. Most of the previous research on disclosures use an input-output approach, but in contrast, this research uses the input–mediator–output approach and examines how banks financial position mediate the relationship between board and audit committee characteristics and governance disclosure quality. The research also expects that the SECP code's revisions act as a moderator, and the relationship, as mentioned above, is stronger after each revision. By so doing, the research contributes to empirical evidence about the influence of the revisions of the SECP code on banks financial position and governance disclosure quality, and increases an awareness of sound Corporate Governance practice among key stakeholders.

Thirdly, during the last two decades, policymakers and regulators worldwide have adopted a reactive approach in terms of Corporate Governance regulations. When negative developments occurred in the corporate world, they tended to react to them by adding extra provisions or revising their Corporate Governance Codes. But now, regulators appear keen to adopt a more proactive approach rather than a reactive approach. For instance, in the UK, the Financial Reporting Council (FRC) comprehensively reviewed the UK Combined Corporate Governance Code, 2016. But this revision is different as compared to all previous revisions (FRC, UK). In the UK, by this revision, the F.R.C. is not adding anything extra in responding to developments in the corporate world. Instead, they are merely deleting some provisions to make them more integrated and effective (FRC, UK). In similar vein, King IV reduced 75 Principles to 17 Basic Principles (King report IV, 2016). However, in an alternative manner, this research adopts a proactive approach to first empirically evaluate the revisions of the SECP Corporate Governance Codes and then provide policy recommendations to improve the corporate governance of the listed banking system in Pakistan.

1.11 Justification of Selecting Pakistan for Study 

Accordingly, the main objective of this doctoral research thesis is to examine and compare the Corporate Governance practices within a single developing country (Pakistan) but in different time periods, so as to bring increased awareness among stakeholders about sound Corporate Governance. In this regard, several factors identified make Pakistan a useful laboratory for this doctoral research.

Firstly, Pakistan launched its Corporate Governance Code back in 2002 and revised it twice in 2012 and the in 2017, intending to improve its governance system. This fact is critical to the research being undertaken because these two revisions provided three time periods of different Corporate Governance practices as bases to examine and compare Corporate Governance and governance disclosure quality within a single country.

Secondly, Pakistan possesses a unique and interesting corporate governance structure. On the one hand, Pakistan was one of the first few developing countries to implement corporate governance reforms to promote sound Corporate Governance practices. On the other hand, many firms' finding families still control the governance structure of these firms. Therefore, this research looks deeper in order to examine corporate governance reforms and their effect on governance and disclosure in the unique Pakistani banking sector context.

Thirdly, Pakistan is not as sophisticated in terms of a research culture compared to other developing countries. This results a limited research in literature regarding corporate governance (Awan and Jamali, 2016). Although the corporate governance research has received significant attention from researchers during recent years, most of the studies have used one-year data (Nishat and Shaheen, 2005), and few studies have used more than one-year data (Javid and Iqbal, 2007). Thus, there is a lack of comprehensive time-framed studies and a consequent literature gap in the domain of corporate governance. 

Fourthly, in more personal terms, Pakistan is the homeland of the researcher who has a deep emotional attachment with his country. Hence, the researcher wants to contribute and play a very small part in the betterment of his country. This would be both generally and in helping to improve the corporate governance practices of the Pakistani listed banking sector, as has been suggested previously, which’ is arguably the most important sector in any economy
These above-mentioned factors are the main reasons behind the selection of Pakistan for this research.

1.11.1 The Rationale for Selecting the Single Sector 

Most previous studies on corporate governance and governance disclosure quality have used empirical samples from multiple manufacturing, service, and food sectors. Furthermore, even within the sectors, firms have different characteristics. Regardless, prior researchers have examined and compared Corporate Governance practices within and across these diverse in nature and characteristics firms and tried to increase awareness through empirical results. However, this approach may not be the best in terms of stakeholder’s awareness due to the sample firms' difference in nature. For, what works well in one sector may not necessarily be applicable to another context and, more so under different circumstances, 

In contrast, this research's main objective considers a single sector to produce empirical results. In this regard, it selects what is possibly the most important sector within the economy. Accordingly, after careful confederation, discussion and thoughts, the banking sector is selected for this research. For, as stated earlier, the financial sector is the backbone of any economy and acts as the medium for financial lubrication. Indeed, it is this sector that fuels the whole economy. 
1.11.2 Justification for Selecting Pakistani Listed Banking Sector

The main objective of this doctoral research thesis is to examine and compare the Corporate Governance practices within the single sector of the same country. In this regard, Pakistan's listed banking sector seamlessly fits the criteria due to its diversification. There are 20 consistently (across the relevant time periods) listed banks during the research time period (2009 – 2018), and the sector is reasonable, highly diverse in characterises. 
· Seven banks are family-owned commercial banks (as one or more finder family members or their nominate major shareholders are a part of board composition).

· Five of the banks are commercial banks.

· Three of the banks are Islamic commercial banks.

· Three of them are governed by the provisional or federal government. 

· One of them is a foreign bank.

· One of the banks is governed by the foundation of ex-military personals called the "Fauji Foundation”.
Therefore, examining a sector with a varying range of characteristic bringing increased awareness among stakeholders through empirical results and is very interesting.

Further, as mentioned earlier, trust is the key to capitalist economies, especially in the financial sector. But a very notorious scandal – the Bank of Credit and Commerce International (BCCI) – badly shook trust in the Pakistani banking sector. Pakistani businessman Agha Hasan Abedi set up the BCCI in 1972. The bank was registered in Luxembourg with Head Offices in Karachi and London. It came under scrutiny in 1980 due to concerns that it was poorly governed and involved in money laundering and other financial crimes. Consequently, even some referred to it as the “Bank of Crooks and Criminals International”. In 1991, the authorities raided the banks premises. As a result, BCCI went into involuntary liquidation, and its creditors lost more than £10 bn.

Therefore, it is very important to empirically examine the Corporate Governance reforms in Pakistan and particularly in Pakistani listed banks – possibly to help restore trust among various stakeholders. The effect of that banking scandal still can be seen in Pakistan.  the World Bank (2017), Pakistan's total population is 197.019 million, and out of this, 100 million is an unbanked population.

Finally, governance disclosure quality, board characteristics (board composition and functioning) and firm financial position are often considered to be inter-linked variables. In prior literature, researchers have empirically examined the relationship amongst governance disclosure, governance, and firm characteristics in diverse settings with varying degrees of success. Most of the studies have focused on industrial sectors. However, the literature about disclosure in the financial sector is very limited – especially in developing countries (Zaman et al., 2014). However, Corporate Governance has also great importance in emerging markets. Studies within such markets are limited, especially in Pakistan, where the Corporate Governance structure is transformational. The current relevant Corporate Governance Code was launched by the Security and Exchange Commission of Pakistan (SECP) in 2002 and revised in 2012 and 2017. The recent revisions of the relevant Corporate Governance Code both provoke and invite an empirical examination of the effect (if any) on governance disclosure quality.
1.12 Research Questions

Expressed in interrogative terms, the preceding issues could be captured within the following questions that are addressed within the research:
1. Does a closer expose and consideration of “Signalling Theory and Stakeholder Trust Theory” provide appropriate guiding insights into the identified research problems? (Considered primarily in Chapter 4).
2. What changes in CG disclosure quality have been possibly provoked by the revisions of the 2012 and 2017 SECP Corporate Governance Codes? (Considered primarily in Chapter 7, 8 and 9)
3. What might be the varying factors that affect (or not) the governance disclosure quality made by listed Pakistani banks within their annual audited financial statements and reports? (Considered primarily in Chapter 7, 8 and 9).
4. Does the empirical evidence suggest that Pakistani listed banks adhere to both the spirit and intent of the SECP CG Codes or is adherence more akin to a tick-box approach? (Considered primarily in Chapter 7, 8 and 9)
Developing these fundamental research questions further, sub-questions would include:   

i. What insights do Signalling, and Stakeholder theories offer within the identified context setting, and how might they help theoretically answer the following further questions?

ii. To what extent has there been an improvement of Corporate Governance practice in Pakistan (proxied by governance disclosure quality) as a possible result of the revisions of the SECP Corporate Governance Codes of Pakistan, 2012 and 2017 (moderating variable) and why?

iii. Do the bank's financial position impact governance disclosure quality?

iv. Do board and audit committee characteristics (e.g., board composition and functioning) impact on bank’s finical position?
v. Do board and audit committee characteristics (e.g., board composition and functioning) impact governance disclosure quality and this relationship moderated by the revisions of the SECP Corporate Governance Codes of Pakistan, 2012 and 2017?

vi. Do board and audit committee characteristics (e.g., board composition and functioning) impact governance disclosure quality and this relationship mediated by the bank's financial position? 

vii. To what extent are Pakistani listed banks compliant with the governance provisions (related to board and audit committee composition) of SECP Corporate Governance Code, 2002 and 2012 and 2017 revisions?
1.13 Research Objectives

Taking regard for all the above, within an essentially Pakistani banking sector context, the research seeks to identify-evaluate the features that tend to affect the governance disclosure quality. 

The main objective of the research is to fill a part of the knowledge gap in the literature by examining the governance disclosure quality of banks of Pakistan. Specifically, the research aims to examine and determine the factors that possibly affect governance disclosure quality under the lenses of managerial Signalling Theory and Stakeholder Trust Theory. To fulfil the research, aim consistent with the research questions previously identifies, the following are the key research objectives: 

i. To provide a comprehensive expose and appreciation of Signalling Theory and Stakeholder Trust Theory, particularly reference the listed Pakistani banking sector (Addressed primarily in Chapter 4).
ii. To empirically identify the association and/or relationship between the relevant banks' financial position and governance disclosure quality within the listed Pakistani banking sector (Addressed primarily in Chapter 7, 8 and 9).
iii. To empirically examine and evaluate whether (or not) governance disclosure quality improved in the listed Pakistani banking sector due to the revisions of the SECP Corporate Governance Code of Pakistan, 2012 and 2017 (moderating variable) (Addressed primarily in Chapter 7, 8 and 9).
iv. To empirically identify the association and/or influencing the relationship between the board and/or audit committee characteristics (composition and operational aspects) and the banks' financial position on the basis that improved financial position is a result of increased trust, which itself is a result of enhanced corporate governance disclosure (Addressed primarily in Chapter 7, 8 and 9). 

v. To empirically identify the association and/or influencing the relationship between board and/or audit committee characteristics (composition and operational aspects) and governance disclosure quality in the Pakistani listed banking sector and this relationship mediated by the bank’s financial position on the basis that improved financial position is a result of increased trust which itself is a result of enhanced corporate governance disclosure (Addressed primarily in Chapter 7, 8 and 9).
vi. To empirically identify the association and/or influencing relationship between the board and/or audit committee characteristics (composition and operational aspects) and governance disclosure quality in the Pakistani listed banking sector and to identify if this relationship is moderated by revisions required by the 2012 and 2017 SECP Corporate Governance Codes (Addressed primarily in Chapter 7, 8 and 9).
vii. To empirically examine and evaluate the contention that Pakistani listed banks compliant with the SECP CG Codes revisions (In terms of Board and Audit Committee provisions) adhere to the full “spirit” of sound Corporate Governance (Addressed primarily in Chapter 7, 8 and 9).
1.14 Intended Research Outcomes

i. A revelation of helpful theoretical insights and associated implications in governance disclosure quality using the lens of Signalling and Stakeholder Trust Theories (See mainly Chapter 4).

ii. An empirical determination of Governance Disclosure Quality practices in Pakistan in the pre-and post-the revisions of the SECP Corporate Governance Code (See mainly Chapter 7, 8 and 9). 

iii. An empirical determination of the perceived impact (positive or negative) of the bank's financial position on governance disclosure quality within the listed Pakistani banking sector (See mainly Chapter 7, 8 and 9).

iv. An empirical determination of the perceived impact (positive or negative) of the board and audit committee characteristics on the bank's financial position within the listed Pakistani banking sector (See mainly Chapter 7, 8 and 9).

v. An empirical determination of the perceived impact (positive or negative) of the board and audit committee characteristics on governance disclosure quality within the listed Pakistani banking sector through the moderating effect of the revisions of the SECP Corporate Governance Code of Pakistan, 2012 and 2017 (See mainly Chapter 7, 8 and 9).

vi. An empirical determination of the perceived impact (positive or negative) of the board and audit committee characteristics on governance disclosure quality within the listed Pakistani banking sector through its financial position is mediating effect (See mainly Chapter 7, 8 and 9).

vii. An empirical determination of governance provisions compliance (related to board and audit committee composition) of the SECP code within the listed Pakistani banking sector (See mainly Chapter 7, 8 and 9). 

viii. Issuance of policy recommendations-contributions should improve governance disclosure quality and Corporate Governance practices within the listed Pakistani banking sector (See mainly Chapter 9). 
1.15 Chapter Summary

This chapter provided an overview of the doctoral research thesis. It discussed the research background, research context, research problem, research purpose, and its settings and aim. The sample selection and its rationale are also highlighted. The chapter also outlined the research questions, objectives, and intended outcomes. Bearing in mind these research aims, questions and objectives, the next chapter provides a meaningfully associated literature review on international corporate governance, disclosure standards and disclosure quality.   

2. CHAPTER 2 – INTERNATIONAL STANDARDS RELATING TO CORPORATE GOVERNANCE AND DISCLOSURE 

2.1 Introductory Comments
The contribution of government is essential for building a regulated environment and ensuring that precise information about firms is delivered to the capital market (Sanan and Yadav, 2012). By so doing, the confidence of investors in the financial system increases, and overall market competence improves (Fung, 2014). 

Due to several notorious accounting manipulation cases and corporate failures at the end of the 20th century, corporate governance in financial and non-financial firms within the private and public sectors has fascinated greater attention from policymakers (Aguilera and Cuervo-Cazurra, 2004). In response to these scandals, various countries have developed their own Corporate Governance Codes/laws to serve public interests (Wong, 2009). Additionally, some International Monetary Institutions' demands have pressured countries to develop and implement individual country-specific Corporate Governance Code. For instance: 

1. Pakistan (Security and Exchange Commission of Pakistan (SECP) Corporate Governance Code, 2002), 
2. UK (Cadbury Report, 1992), 
3. South Africa (King Report on Corporate Governance, 1994), 
4. Canada (Corporate Governance Codes and Principles, 1994),
5. USA (Sarbanes-Oxley Act, 2002), 
6. Australia (Corporate Governance Principles and Recommendations, 2003).

Apart from this, much work in Corporate Governance has been done by The World Bank (especially in developing countries), The Basel Committee, Organization for Economic Co-Operation and Development (OECD) and Global Reporting Initiative (GRI). It is significant to review the international principles and standards relating to Corporate Governance and governance disclosure obtain an understanding of what are seen as healthy Corporate Governance practices worldwide. 

Across the world, two different approaches have been adopted to implement Corporate Governance Codes: hard regulations and soft regulations. The classic example of these two approaches is, Sarbanes-Oxley Act, 2002 – (The hard regulation approach) – and the UK combined Corporate Governance Code and OECD Principles – (The hard regulation approach) (Balgobin, 2008 and Greco, 2012). 

Concurrently, other studies in corporate governance conclude that the corporate governance structure in organisations has changed due to corporate governance reforms (Chhaochharia and Grinstein, 2007: Aguilera and Cuervo-Cazurra, 2009: Al-Hiyari, 2017).  Therefore, in order to meaningfully inform the research exercise, it is first appropriate to discuss the international standards relating to Corporate Governance and governance disclosure and determine, what might be regarded, as sound practices worldwide. Accordingly, this doctoral research investigates the impact of the Pakistani Corporate Governance Code's revisions on governance disclosure quality within the Pakistani listed banking sector.

 This chapter provides very selective overview of key relevant international organisations pronouncement and standards relegating to corporate governance, governance disclosure, and corporate governance in the financial sector. The remainder of the chapter is structured as follows: Section 2.2 discusses the Basel Committee on Banking Supervision (BCBS). 
· Section 2.3 presents the UNCTAD guidelines on good practice on corporate governance disclosure. 
· Section 2.4 review the efforts of the World Bank about corporate governance. 
· In sections 2.5, 2.6 and 2.7, the UK Corporate Governance Code, the King Report on Corporate Governance for South Africa and the National Code of Corporate Governance for Mauritius are reviewed. 
· Section 2.8 sheds light on the OECD principles of Corporate Governance. The Global Reporting Initiative (GRI) is reviewed in section 2.9. 
· Finally, the chapter ends with a chapter summary.
2.2 The Basel Committee on Banking Supervision (BCBS)

The Basel Committee on Banking Supervision (BCBS) is one of the major platforms regarding banking regulatory matters and sets the benchmark in prudential banking regulations. Its main objective is to bring financial stability to the banking sector by developing and strengthening its regulation, supervision, governance and disclosure practices worldwide.

To address the significant loopholes in Corporate Governance of the banking sector seen during the 2008 financial crisis, BCBS issued Principles for Enhancing Corporate Governance, 2010 in order to promote sound Corporate Governance practices in the banking sector. The guidance assists banking supervisors to apply comprehensive Corporate Governance practices for the banking sector in their respective countries. The principles also help individual banks in their Corporate Governance practices and provide a "reference point".  The main area on which the principles focus on the board's role is the "Risk management function”.
2.2.1 Stress Test

After the 2008 financial crisis, the role of stress testing developed and grown serval jurisdictions. The financial crises raised questions on the effectiveness of stress testing practices. In response, the Basel Committee addressed basic flaws in stress testing practices and designed and developed the Principles for sound stress testing practices and supervision, 2009. Stress testing is a crucial tool for banks and banking supervisory authorities to assess and analyse a particular financial institution's ability to deal with economic instabilities. It is also used to evaluate the bank's risk management system and alert bank management and supervisors about any possible economic shock.    

To provide safety and security to sets of stakeholders across the banking industry in a developing country, such as Pakistan, the Basel Committee guidance about Corporate Governance becomes even more important due to a perceived weakness in terms of effective regulations.

State Bank of Pakistan (SBP) is the central bank of Pakistan and has the responsibility to regulate and supervise the financial system to ensure its soundness and stability. Therefore, SBP took the initiative to adopt and implement the Basel Committee's recommendations on Banking Supervision to improve regulation, supervision, and risk management in the financial sector.

2.3 The UNCTAD Guidelines on Good Practice on Corporate Governance Disclosure

In 2006, the United Nations Conference on Trade and Development (UNCTAD) had published a document entitled “Guidance on Good Practices in Corporate Governance Disclosure”. This guidance was established after a series of discussions and considerations by the Intergovernmental Working Group of Experts on International Standards of Accounting and Reporting (ISAR). This guidance is based on what organisations should disclose about their corporate governance practices. 

Later, the UNCTAD refined its recommendations and developed a benchmark of 52 disclosure items covering five categories, which are as follows: 

i. Ownership structure and exercise of control rights 

ii. Financial transparency and information disclosure 

iii. Audit 

iv. Corporate responsibility and compliance 

v. Board and management structure and process 

This guidance helps countries to develop and enhance their Corporate Governance reporting requirements. This doctoral research thesis uses the UNCTAD guidelines as the baseline and develops the Governance Disclosure Quality Index (GQI) to measure the governance disclosure quality of Pakistani listed banks made in their Annual Reports (explained further in the Methodology Chapter 6).

2.4 The World Bank

The World Bank Corporate Governance Team within the Financial Market Integrity (FMI) group provides advice on corporate governance-related policy to the financial and capital markets. The Corporate Governance Group focuses on better corporate governance practices in emerging countries like Pakistan by providing technical assistance and leadership. The Group also assist with engagement with standard-setting bodies like OECD, Financial Stability Board (FSB) and Basel Committee on Banking Supervision. The Corporate Governance Group works on four main areas, which are as follows:

i. Developing the legal and regulatory foundation for corporate governance of listed and unlisted companies
ii. Improving the governance of banking institutions, specifically state-owned banks (development and commercial banks)
iii. Improving the governance of micro-finance institutions and financial cooperatives
iv. Strengthening the capacity of regulators and supervisors to implement and enforce reforms

The Group works closely with participating countries to strengthen the legal and regulatory frameworks, enhance regulators and supervisor capacity, implement reforms, provide advice and training.

Moreover, The Group also provide support at the institution level relating to corporate governance diagnostics and improvements. In this regard, there are two main areas of focus:
· Corporate Governance in the Financial Sector 
· Corporate Governance in Capital Markets

2.4.1 Reports on the Observance of Standards and Codes (ROSC) Initiative
The ROSC initiative was launched in 1999. This initiative aims to promote greater financial stability through the development, dissemination, adoption and implementation of international standards and codes at both domestic and international levels. As part of the ROSC Initiative, the World Bank established a program to strengthen member countries' corporate governance frameworks. The main objectives of this program are to benchmark the country’s corporate governance framework and company practices against the G20/OECD Principles of Corporate Governance. Moreover, assist the country in developing and implementing a country action plan to improve institutional capacity to strengthen its corporate governance framework. Furthermore, raise awareness of sound Corporate Governance practices among public and private sector stakeholders.
2.4.2 Pakistan – ROSC: Corporate Governance Country Assessment

In 2005, the World Bank assessed Pakistan’s Corporate Governance Framework. The main conclusion of this assessment is that policymakers and standard setters in Pakistan are highly aware of the importance of sound Corporate Governance. Additionally, Pakistan has made significant improvements in corporate governance, including introducing the Code of corporate governance.  the report, compliance with the Code has been improving despite initial resistance.

2.5 The UK Corporate Governance Code
Considering the Bank of Credit and Commerce International (BCCI) and other scandals highly damaging corporate and finances, in May 1991, the Financial Reporting Council, UK, and the Stock Exchange set up the Committee on the Financial Aspects of Corporate Governance (FRC, 2018). The Committee published its report in 1992 which, in time became known as “the Cadbury Report” after Sir Adrian Cadbury, who chaired the Committee. The Committee define corporate governance as “the system by which companies are directed and controlled.” Moreover, it stated firmly that the governance of companies is the responsibility of the board of directors. The role of shareholders in governance is to appoint directors and auditors (FRC, 2018). This basic concept of governance remains true today. 

Along with other recommendations, the key feature of the Committee was the introduction of the "comply or explain" approach. This approach refers that if a listed firm cannot comply with the Code due to a certain situation, it must explain the reason for non-compliance. This approach's thinking provides some extent of flexibility to the companies to adjust themselves to the new laws (FRC, 2018). 

In 1998, the Hampel Committee developed the Combined Code of Corporate Governance (The Combined Code), which comprised the work of the Cadbury Committee, the Greenbury Committee, and its work.  Since then, the Financial Reporting Council (FRC) UK has continually reviewed the Code. The current UK Corporate Governance Code was published in July 2018 after a comprehensive review.
2.5.1 The UK Corporate Governance Code, 2018

The new UK Corporate Governance Code, 2018, applies to account periods starting on or after January 2019. The following are notable features of the Code, 2018.

Stakeholder Engagement

The 2018 Code emphasis on the corporate culture and the importance of diversity. Also, companies need to engage with all key stakeholders, including the workforce (Financial Reporting Council, 2018). 

Reporting on the Code

 the 2018 Code, companies must make a statement that how they have applied principles. By so doing, shareholders can evaluate how the principles have been applied (Financial Reporting Council, 2018).
Meaningful Reporting

The 2018 Code focus on meaningful reporting and discourage “boilerplate reporting” and “tick-box approach” (Financial Reporting Council, 2018).
Coherence of Corporate Governance Report

The 2018 Code also emphasises the coherence of the corporate governance report with other parts of an annual report. So, shareholders can effectively evaluate the quality of the firm’s governance arrangements (Financial Reporting Council, 2018). 

Board Composition

The 2018 Code requires that at least half the board be non-executive directors (excluding the Chair). Additionally, the board should appoint one Independent Non-Executive Director (IND) as a senior independent director, which serves as an intermediary for the shareholders and other directors (Financial Reporting Council, 2018).

Performance Evaluation

The 2018 Code emphasises formal and rigorous performance evaluation of the board, its committees, the Chair, and individual directors. The Code also provides "remuneration policy for all employees" and "remuneration consultant" guidelines (Financial Reporting Council, 2018).

2.6 The King Report on Corporate Governance for South Africa

In July 1993, the Institute of Directors in Southern Africa (IoDSA) established the King Committee on Corporate Governance. The first King Report on Corporate Governance formed by the King Committee was published in 1994 (King I). Since then, in response to significant corporate governance and regulatory developments both locally and internationally, the King Committee has revised the Report three times in 2002 (King II), 2009 (King III) and 2016 (King IV).
2.6.1 The King Report (IV)
In 2016, the Institute of Directors Southern Africa published the King Committee Report, known as King Report IV on Corporate Governance for South Africa. Some features distinguish King IV from its predecessors. Significantly, it advocates an outcome-based approach. Then, compared to previous versions, King IV is more “comprehensive” as it reduced 75 principles (King III) to 17 basic principles. Another unique characteristic of King IV is its “universal applicability”. It is drafted in such a way to make it easily applicable to all organisations, regardless of size, sector, and organisational type. King IV also moved from “apply or explain" to "apply and explain" regime. This approach helps overcome the act of mindless compliance and encourages a mindful approach to yield results with due consideration of the organisation’s circumstances (IoDSA, 2016). King IV also mentioned the “relationship of trust” between society and organisations and pointed out how this relationship can strengthen through good governance. Moreover, the underpinning philosophy of King IV is to advocate ethical leadership, corporate citizenship, sustainability development, stakeholder’s inclusivity, integrating thinking and integrated reporting (IoDSA, 2016).
Objectives of King IV

More precisely, the objectives of King IV are to: 
· Promote corporate governance
· Deliver governance outcomes
· Endorse ethical culture, good performance
· Effective control, and legitimacy 
It also sought to expand King IV's acceptance by making it fit for implementation across a wide range of sectors and organisational types. It sought to strengthen corporate governance as an all-inclusive interrelated set of measures to be understood and applied in an integrated manner. Similarly, it set out to encourage transparent reporting, so stakeholders get meaningful information. Lastly, it sought to present corporate governance as an ethical consciousness and conduct along with consistent structures and processes (IoDSA, 2016).
Highlights of the King IV Code

Following are the specific areas on which King IV Code focus: 
· Integrated reporting
· Balance composition of governance bodies and independence
· Delegation to management, Delegation to committees
· Corporate governance service to the governance body
· Performance evaluations of the governing body
· Social and ethics committees
· Risk and opportunity
· Technology and information
· Compliance, Remuneration
· Assurance and internal audit
· Auditor and audit requirements, Tax
· Shareholder activism, and Dispute resolution (IoDSA, 2016)..
2.7 The National Code of Corporate Governance for Mauritius

The National Code of Corporate Governance for Mauritius was first published in 2003 and revised in 2016.  the Mo Ibrahim Index of African Governance (IIAG) 2020, which is a tool to measure and monitor governance performance in African countries, Mauritius' overall governance score is 79.5 out of 100 and ranked 1st among 54 African countries, including South Africa (68 and ranked seventh) (Mo Ibrahim Foundation, 2020). This fact gives a reason to review Mauritius's National Code of Corporate Governance in this doctoral research. 

The National Code of Corporate Governance for Mauritius, 2016, established eight basic Corporate Governance Principles and the "apply-and-explain" concept. It is a departure from the “comply-or-explain” approach suggested by the Cadbury Report (1992) in the UK and the "apply-or-explain” approach associated with the King III Report (2009) in South Africa. According to the National Committee on Corporate Governance of Mauritius (2016), this new “apply-and-explain” approach helps to tackle “tick box” and “boiler plating” approaches, which are common issues in the implementation of best practices with true spirit.  this approach, the entities are required to apply all the principles and need to explain in their Annual Reports how these principles have been applied. The main feature of the Code is that it contains eight principles on just two pages, which makes it fairly easy for entities to comply and implement the Code (NCCG, 2016). 
The following are eight corporate governance principles applicable to all organisations covered by the Code. 

Principle 1: Governance Structure 

Principle 2: The Structure of the board and its committees

Principle 3: Director Appointment Procedures

Principle 4: Director Duties, Remuneration and Performance

Principle 5: Risk Governance and Internal Control

Principle 6: Reporting with Integrity

Principle 7: Audit

Principle 8: Relations with Shareholders and Other Key Stakeholders
(NCCG, 2016).

Specific Guidelines for Various Sectors
Apart from generic guidance, the Code also provided additional and specific guidelines for banks; stock exchange-listed companies, family-owned unlisted companies, statutory bodies, groups and subsidiaries, holders of a “Category 1” global business licence and management companies (NCCG, 2016). 
Document Exemplars
Another distinguishing feature of the Code is that it provided “document exemplars” to facilitate the companies in different governance matters. For instance, how to write board charter, audit committee charter, remuneration committee charter, nomination committee charter, a position statement of a chairperson, a position statement of a company secretary, corporate objectives statement for statutory bodies, letter of appointment for a non-executive director, director induction and Code of ethics (NCCG, 2016).

Scorecard for Self-assessment   

The Code introduced scorecards for self-assessment to measure the level of observance of best practice code. Scorecards are not used to measure regulatory compliance but to measure voluntary codes of best practices. There are two types of scorecards. The first scorecard is most relevant to public interest entities; it focuses on “Disclosure Evidence” in an annual report and website. The second scorecard is most applicable to the unlisted family business and focuses upon “Internal Assessment” (NCCG, 2016).  

Purpose of Scorecards

They are used to evaluate an entity's governance practices, show improvement over time, and compare different companies and groups of companies within or across countries. Through the scorecard, companies can assess the quality of their governance practices. In other words, it is a reality check for companies where they stand in their governance practices. Moreover, a scorecard can be used as a comparison tool to measure governance practices between companies. Also, it could be an encouraging factor for companies to improve their governance practices (NCCG, 2016).
2.8 OECD Principles on Corporate Governance

The Organization for Economic Cooperation and Development (OECD) is an international forefront organisation that actively promotes sound Corporate Governance and assists governments in tackling challenges related to governance (Wong, 2009: OECD, 2021). The fundamental task of the OECD is to secure economic stability and growth in world markets.

The OECD issued its Corporate Governance Principles called “The OECD Principles of Corporate Governance or OECD Principles” in 1999 in response to the Asian financial crises. Since then, the OECD has reviewed its principals twice, and the latest version was issued in 2015, entitled "G20/OECD Principles of Corporate Governance”. To complement the “G20/OECD Principles of Corporate Governance," the OECD also issued the "OECD Corporate Governance Factbook” in 2019 (OECD, 2021). Many countries have adopted OECD Principles to develop and enhance their national Corporate Governance Codes (Wong, 2009: OECD, 2021). Apart from this, many international organisations also used these Principles as a reference point; for instance, Work Bank Group used them to review Corporate Governance practices in more than 60 countries worldwide. The Basel Committee on Banking Supervision also used these Principles as the basis for the Guidelines on Corporate Governance of Banks (OECD, 2021). The OECD Principles' biggest quality is that they are principles-based and are relevant in various legal, economic, and social contexts (OECD, 2015). The OECD Principles emphases on six main Corporate Governance areas, which are as follows: 
i. Ensuring the basis for an effective corporate governance framework
ii. The rights and equitable treatment of shareholders and key ownership functions
iii. Institutional investors, stock markets, and other intermediaries
iv. The role of stakeholders in corporate governance
v. Disclosure and transparency
vi. The responsibilities of the board
2.8.1 Methodology for Assessing the Implementation of the G20/OECD Principle of Corporate Governance

The OECD Corporate Governance Committee with the World Bank corporation has developed “the Methodology” to assess the implementation of the principles in a jurisdiction. 

One example is the “Reports on the Observance of Standards and Codes (ROSC) Initiative” conducted by the World Bank in different countries, including Pakistan (World Bank, 2009).
The ultimate purpose of the Assessment Methodology is to identify the strength and weaknesses in corporate governance and provide recommendations for improving corporate governance and economic performance (OECD, 2017). In contrast with the Mo Ibrahim Index of African Governance (IIAG), this Methodology does not provide an overall governance ranking or comparison among countries/jurisdictions. But assess qualitatively what they could and should achieve relating to the principles and provide a framework to improve corporate governance. Moreover, the Methodology is focused on jurisdictions rather than on individual companies (OECD, 2017). 

The Methodology’s Assessment Approach     
The assessment approach of the Methodology is fundamentally qualitative, although the Methodology may consider certain measures. The Methodology has identified “an essential criteria” for each Principle to seek the implementation level (OECD, 2017).  Following are the “assessment scales” that Methodology uses to determine the implementation level of the principles:
i. Fully observed/implemented
ii. Broadly observed/implemented
iii. Not observed/implemented
iv. Not applicable
Relevance of the Methodology to this Doctoral Research Thesis
This doctoral research thesis uses the Methodology to assess the governance disclosure quality of the Pakistani listed banks made in their Annual Reports.  the Methodology guidelines, the researcher has developed “an assessment criteria” to determine whether an item in an annual report is “disclosed, partially disclosed or not disclosed”. Further details in this regard are provided in Section 6.5.1.4 of Chapter 6. 

2.9 The Global Reporting Initiative (GRI) 

The Global Reporting Initiative (GRI) is an independent international organisation that helps businesses and other sustainability reporting organisations. The GRI was finded in 1997 and launched its first version of guidelines in 2000. Simultaneously, GRI Sustainability Reporting Standards launched in 2016, shifting from providing guidelines to set the first global sustainability reporting standards. Recently, GRI upgraded its standards and added topics relating to Tax (2019) and Waste (2020). The GRI's mission is to facilitate the business to be transparent and responsible for their impacts and communicate them using a global common language – the GRI Standards. 

2.9.1 The GRI Standards  

The GRI standards help firms understand and disclose their impacts to meet various stakeholders' diverse needs. The GRI Standards are covering topics ranging from anti-corruption to waste, conceptional health and safety to tax, water to emission. Moreover, these standards apply to any sector, from oil, gas and coal to agriculture and fishing (GRI, 2020).

There are two types of standards, “Universal Standards” and “Topic Standards”, based on an organisation’s material topic – Economic, Environmental or Social.

Universal Standards

Following are three Universal Standard:
i. GRI 101: Foundation
ii. GRI 102: General disclosure
iii. GRI 103: Management approach

GRI 101: Foundation
It applies to any organisation (regardless of its size, type, sector, or geographical location) willing to use the GRI standards to report economic, environmental and/or social impacts. The GRI 101 – Foundation is the starting point for using GRI standards (GRI, 2020). This standard primarily talks about “Reporting Principles”. These principles are fundamentals to achieve high-quality sustainability reporting. If an organisation wants to claim that its sustainability report has been prepared in accordance with GRI Standards, it must apply the Reporting Principles. The Reporting Principles are divided into two categories: 
Reporting Principles for defining report content are:

· Stakeholder Inclusiveness
·  Sustainability Context
· Materiality
· Completeness. 
While Reporting Principles for defining report quality are:

· Accuracy
· Balance
· Clarity
· Comparability
· Reliability
· Timeliness.
GRI 02: General Disclosure
This standard assist organisation with contextual information reporting, such as size, geographic location, and activities. This contextual information is important for stakeholders to understand its nature and its economic, environmental, and social impacts. The organisation must report the following contextual information  in accordance with this standard: Organisation’s profile, Strategy, Ethics and integrity, Governance, Stakeholders’ engagement, and Reporting practices. 

GRI 103: Management Approach

This standard is about general requirements and disclosures for reporting the management approach for material topics. These requirements are as follows:
i. Disclosure 103-1 Explanation of the material topic and its Boundary
ii. Disclosure 103-2 The management approach and its components
iii. Disclosure 103-3 Evaluation of the management approach

Topic Specific Standards 
The 200, 300 and 400 series included several topic-specific standards. These standards report information related to an organisation’s impact on economic, environmental, and social topics. There are seven economic, eight environmental and 14 social-related topic-specific standards.

Relevance of GRI Standards to this Doctoral Research Thesis 
This research takes benefit from its review of the various GRI standards. In doing so it identifies some economic, environmental, and social disclosure items in the Governance Disclosure Quality Index (GQI) developed for the research. Thus, it employs the comprehensive Index developed to measure the governance disclosure quality of the Pakistani listed banks made in their Annual Reports.
2.10 Chapter Summary

The main purpose of this chapter was to provide an overview of the international standards relating to Corporate Governance its disclosure and their quality. The chapter enables a realisation of the objectives of these standards' by reviewing the key outcomes of these various international standards. The information revealed in the chapter and the review of some of the key literature considered in it., enables an appreciation of the following factors:

Firstly, financial crises and other financial mishandlings have been badly hit to bring financial stability in the capital market through sound Corporate Governance. By so doing, restore the relationship of trust among various stakeholders. 
Secondly, to evaluate and improve the companies' risk management function and corporate governance reporting through effective regulations, the stakeholders got the required information to help them in their decision-making process. 
Thirdly, to provide guidelines to strengthen the legal and regulatory framework. 
Fourthly, to bring awareness of sound Corporate Governance practices among various stakeholders. 
Lastly, improve the board monitoring role by making the corporate board more effective, independent, and diverse. 
This chapter has considered prescribed Corporate Governance Standards/ Procedures and disclosures from a relative international perspective. The next chapter does much the same, but only within the context of Pakistan. 
3 CHAPTER 3 – OVERVIEW OF STATUTORY FRAMEWORK RELATED TO CORPORATE GOVERNANCE AND DISCLOSURE IN PAKISTAN
3.1 Introductory Comments

In Chapter 2, international standards relating to corporate governance and disclosure have been reviewed to consider international best practices. However, this doctoral research is intended to examine and empirically evaluate consequence arising from the sets of revisions to the Security and Exchange Commission of Pakistan’s Corporate Governance Code's. Therefore, this chapter provides an overview of the statutory framework related to corporate governance and disclosure in relation to Pakistan specifically. 

The importance of Corporate Governance and governance disclosures quality worldwide has surged in recent years. The issue of Corporate Governance and governance disclosures in financial and non-financial firms of the private and public sector has attracted considerable attention from policymakers. Understandably, these reforming and enhancing from government impact upon and are of consequence to all sectors.

As stated earlier, the input and contribution from government is essential for building a regulatory environment that ensures full but precise information and disclosure about firms to the capital market (Sanan and Yadav, 2012). By so doing, the confidence of investors in the financial system increases, and overall market efficiency and competence improves (Fung, 2014: OECD, 2015). In this regard, Cheng and Courtenay (2006) empirically determine that a productive regulatory environment plays an important role in enhancing the relationship between governance and disclosure.

Against the preceding background, this chapter is divided into two main parts:

Part I examines and discusses the external regulatory framework in Pakistan, which are as follows:

· State Bank of Pakistan  

· Security and Exchange Commission of Pakistan 

· Pakistan Stock Exchange

While Part II presents the internal regulatory framework in Pakistan, which are:

· Banking Company Ordinance, 1962 (as amended up to 2011)

· The SBP Prudential Regulations of Corporate/Commercial Banking

· Companies Act, 2017

· SECP Corporate Governance Code
· Listing regulations

The remainder of the chapter is as follows:

· Section 3.2 describes the corporate governance framework in Pakistan.
· Section 3.3 discusses the external regulatory framework. 
· It is followed by Section 3.4, which discusses the internal regulatory framework.
· Finally, Section 3.5 provides a chapter summary. 

3.2 Corporate Governance Framework in Pakistan

The Corporate Governance structure in Pakistan is much influenced by the shareholding model of Corporate Governance, where the interests of shareholders are dominant (Tariq and Abbas, 2013: Javid and Iqbal, 2008). This is so because of the following three reasons. 

Firstly, like other Anglo-American countries, Pakistan also has common-law origin. Secondly, Pakistan was under the British regime until 1947; therefore, its corporate law was based on the British India Act 1913. After 12 years of independence in 1959, the Government of Pakistan appointed the Company Law Commission under the Ministry of Finance to work on corporate law. Not surprisingly then, Pakistani Corporate law is heavily influenced by the United Kingdom and South African Corporate Governance reforms (Ibrahim, 2006).

A comprehensive Company Ordinance (CO) was issued in 1984 for companies' rules, regulation and governance purposes.  Additionally, in 1989, the Security and Exchange Ordinance (SEO) was issued as a basic Security Law to protect investor interests. Later in 1999, through the Security and Exchange Commission Act, a new government agency was established under the name of the Security and Exchange Commission of Pakistan (SECP). The SECP has the mandate to supervise stock exchanges in the country. For this reason, the SECP issued the first Pakistani Corporate Governance Code in March 2002. It was a significant step toward Corporate Governance reform in the country. For reasons already conveyed, the SECP code 2002 is vastly influenced by UK corporate governance regulation (Tariq and Abbas, 2013). This is so two main reasons. Firstly, UK corporate governance regulation is considered to be a benchmark in Corporate Governance and many developing, and emerging countries including Pakistan, take inspiration from these UK Corporate Governance regulations. Secondly, as mentioned above, Pakistan was a British colony until 1947 and since then a Commonwealth country; therefore, it has a strong historical link with the UK.   

In the immediately following sections, Pakistan's corporate governance framework which can be divided into External and Internal frameworks are considered and briefly examined. The External Corporate Governance framework refers to controls implemented on organisations from the bodies outside. In this context, the following are the most important external Corporate Governance framework elements: 

· State Bank of Pakistan (SBP)  

· Security and Exchange Commission of Pakistan (SECP)
· Pakistan Stock Exchange (PSE)
The Internal Corporate Governance refers to mechanisms by which companies and organisations in Pakistan are governed from the inside. The following are key inside Corporate Governance mechanisms:

· Banking Company Ordinance, 1962 (as amended up to 2011)

· The SBP Prudential Regulations of Corporate/Commercial Banking

· Companies Act, 2017

· SECP Corporate Governance Code
· Listing regulations

The elements of Pakistan's External and Internal Corporate Governance framework are discussed in detail in the following subsections.

3.3 The External Regulatory Framework

Institutions, organisations and bodies are considered the backbone of society because, with the help of rules and regulations, they help create equal opportunities for individuals and corporations to perform their abilities and flourish in a level playing field (Li et al., 2008).

The Pakistani external Corporate Governance framework combines the following two features’ elements. Firstly, it consists of some key enforcement and financial regulatory bodies, that have a predominant a role in implementing and enforcing corporate governance regulations in Pakistan's corporate sector. Secondly, it includes the legislative laws which apply to Pakistani companies and/or organisations. In the context of this research, the key regulators and institutions that form the External Corporate Governance framework of Pakistan are discussed in the following subsections.  

3.3.1 State Bank of Pakistan (SBP)

The State Bank of Pakistan (SBP) was established in May 1948 and commenced operations on July 01, 1948. Under the State Bank of Pakistan Act, 1956 (as amended up to 2015) and the Banking Companies Ordinance, 1962 (as amended up to 2011), the SBP has the mandate and power to provide the legal and regulatory framework in the Pakistani financial sector. 

In 1990, Pakistan took some bold steps to bring reforms to its financial sector. As a result of these financial sector reforms, the SBP emerged as a more efficient and independent central bank. Thereupon the SBP took some necessary and effective measures to make the commercial banking sector more proficient and safer for investors, by exercising its autonomy and independence. To enhance safe investment by the banking sector, the SBP provided comprehensive guidelines for the commercial banking industry and required them to establish corporate governance mechanisms in order to reduce the risk of bank failure. In the present era, corporate governance practices are considered a tool to be influenced the financial system's health and its capacity to survive during economic shocks.

To address the banking sector problems and provide comprehensive Corporate Governance guidelines, the SBP issued a "Handbook of Corporate Governance" in 2003. The handbook is a compilation of all relevant local regulations, derivatives, laws and codes issued by various agencies, all registered in one place. The handbook's primary objective is to provide guidelines about the Board of Directors (BOD), management and shareholders. These guidelines focus on four main areas: Board of Directors, Management, Financial Disclosures, and Auditors (SBP, 2021).

The SBP also provides a compilation of Prudential Regulations in order to improve Pakistani banking sector's corporate governance practices.  Para 1 of Regulation G-1 of Prudential Regulations of Corporate/Commercial Banking (Revised till January 2015), all banks are obligated to follow the Security and Exchange Commission of Pakistan's Corporate Governance Code, contrary to the Banking Companies Ordinance and the Prudential Regulations.   

3.3.2 Security and Exchange Commission of Pakistan (SECP)
The government of Pakistan set up the SECP by legislatively creating Pakistan’s Security and Exchange Commission, 1997. The SECP became fully operational on January 01, 1999. It embodies the power of both investigation and enforcement. The SECP is the chief enforcer for regulating and enforcing CG in Pakistan. The primary goal of the SECP is to improve Corporate Governance practices in corporate entities primarily, through the legal and regulatory framework. 

To achieve its objectives and progress into a productive and vibrant regulatory body that promotes better governance in Pakistan's corporate sector, the SECP enables and implements various Pakistan government acts, ordinances, directives, guidelines and rules and regulations. Accordingly, the SECP has issued mandatory corporate governance principles for a range of sectors such as the public sector, insurance sector, and listed companies to further strengthen relevant regulatory mechanisms. Apart from this, SECP has also set out a corporate governance framework for non-listed firms, with the option of voluntary compliance and guidelines purposes. Regardless, all consider, the key purpose of all these rules and regulations is to ensure the smooth and sustainable development of the Pakistani corporate sector. 

The current SECP Corporate Governance Code 2017 is the mandatory framework, and all listed firms should comply with its provisions. In terms of the present research, relevant data set is that of all listed Pakistani banks from 2009 ~ 2018; therefore, these SECP regulations directly impact this research.     

3.3.3 Pakistan Stock Exchange (PSX)

Soon after independence from the British Empire, the Karachi Stock Exchange (KSE) was established on September 18, 1947. Later, the Lahore Stock Exchange (LSX) and Islamabad Stock Exchange (ISX) were established to fulfil the financial sector's growing demand. With the passage of time the Pakistan Stock Exchange (PSX) was launched, on January 11, 2016, after the merger of all the three stock exchanges into one centralise stock exchange.
Presently, the PSX is the official stock exchange of Pakistan, with Karachi, Lahore, and Islamabad's trading offices. As of July 18, 2018, there were 558 companies listed on the PSX with an overall market capitalisation of $ 84 billion (PSX, 2021). The PSX is among the best in Asia's stock market, and its index has been up 484.0% since January 2009. Therefore, in May 2017, Morgan Stanley Capital International (CMSI) reclassified PSX from a frontier market to an emerging market in its semi-annual index review (PSX, 2021). In 2016, Bloomberg ranked the KSE 100, the Pakistani benchmark index, as the fifth best-performing stock market globally (PSX, 2021).

Over the last 60 years, the Exchange has served individual and institutional investors and listed companies well and assisted them in their capital development. The Exchange strives to provide investors with an infrastructure, information system, and resources that help them achieve their trading goals (PSX, 2021). 

As the PSX is the main enforcement and regulatory body in the Pakistani Capital Market, all firms who want to register themselves or continue trading with the Exchange should fulfil its requirements and follow the rules and regulations. The research data set is all listed Pakistani banks from 2009 ~ 2018; therefore, the PSX regulations directly impact this research. 

3.4 The Internal Regulatory Framework

The Pakistani banking sector’s Corporate Governance framework contains statutory corporate law and Corporate Governance Code. The most important regulatory frameworks which apply to the Pakistani banking sector are: 
· Banking Company Ordinance, 1962 (as amended up to 2011)

· The SBP Prudential Regulations of Corporate/Commercial Banking

· The Companies Act, 2017

· Code of Corporate Governance, 2002

· Revised Code of Corporate Governance, 2012 (minor amended in July 2014)

· Code of Corporate Governance, 2017

· Listing Regulations

3.4.1 Banking Company Ordinance 1962 (as amended up to 2011)

On June 07, 1962, the State Bank of Pakistan enacted the Banking Company Ordinance. The core purpose of the Ordinance is to provide the legal framework for banking companies and regulate them.  its preface. “An Ordinance to consolidate and amend the law relating to banking companies.” The SBP has amended the Ordinance serval time to address new challenges and keep it up to date. It is an inclusive ordinance that has five parts. These parts cover all important aspects relating to Pakistani banking companies. For instance, “The business of Banking Companies”, “the Power, and Authorities of the SBP”, “Suspension of Business”, “Winding up of Banking Companies, and Penalties/fines”.
 The Ordinance gives power to the SBP to systematically monitor each banking company's performance and even check its books and accounts (if required) to comply with applicable rules and regulations. The Ordinance also provides authority to the SBP to monitor the Pakistani banking sector's corporate governance practices. In order, to protect the public interest, the SBP has power under this Ordinance to remove, suspend or prosecute chief executives, directors, or any other officers if there is sufficient evidence of malpractice and/or malfunctioning. Additionally, the SBP may call for a General Meeting of shareholders (notice period most not less than two months) to elect new directors. 
3.4.2 The SBP Prudential Regulations of Corporate/Commercial Banking

The above SBP publication also contains a handout of Prudential Regulations of Corporate/Commercial Banking which is update, (for ease of users) from time to time. The booklet has three main sections, which are:

· Risk management

· Corporate Governance

· Operation

It is of benefit some of its Corporate Governance shortcomings here.  Prudential Regulations, the Pakistan banking companies shall follow the SECP Corporate Governance Code, as long as any provision does not conflict with the provisions of the Banking Companies Ordinance, 1962 and Prudential Regulations. Additionally, Prudential Regulations require that banks must do a “Fit and Proper Test” for the appointment of CEO, Directors and Key Executives. The broader criteria for fitness and propriety are Integrity, Honesty and Reputation, Track Record, Solvency and integrity, Qualification and Experience, and Conflict of Interest.
Banks are required to obtain a written clearance from the SBP for the appointment of CEO and directors, however they do not need to do so in the case of Key Executives. Apart from this, major shareholders are also obligated to obtain prior written approval from the SBP to acquire 5% or more shares.  

Through Prudential Regulations, the SBP also provides comprehensive guidelines regarding the board of directors' responsibilities, which help them perform their role effectively and improve corporate governance practices in the banking companies.    

In order to ensure compliance with all relevant laws in true spirit and minimise legal and regulatory risk, banks are required to put in place a compliance program. For this purpose, the board of directors is responsible for appointing a compliance officer, who will be responsible for banks effective compliance in terms of all applicable laws, roles, regulations, and guidelines.  Apart from this, banks must approve any donations/contributions and disclose the total donation amount and to whom it donated during the year. 

3.4.3 Companies’ Act, 2017

This act was a response to the need and demand for overhauling the Companies Ordinance, 1984. The Ordinance was implemented over 32 years ago in response to local demands and to help an accordance of compliance with best international practices. The core purpose of the Ordinance was to foster a growing and vigorous corporate sector in the country. 

After a thorough discussion in the National Assembly of Pakistan (NAP), on February 06, 2017, the NAP approved the Companies Bill, 2017, and on May 30, 2017, the President of Pakistan, Mamnoon Hussain, signed the Companies Act, 2017. The Companies Act's approval, 2017, is one of the most noteworthy corporate sector reforms. The Act is the dawn of a new era of opportunities for the Pakistani corporate sector to compete and flourish in a challenging global business environment. The main aim of the Act is to synchronise Pakistani corporate law with globally recognised standards. In this regard, the Act has brought significant changes regarding company law. It is a comprehensive and extensive piece of regulation ever approved by the parliament of Pakistan. It contained 515 sections and 8 schedules and took nearly 12 years to complete (SECP, 2017).  SECP (2017), the Companies Act 2017 helps enhance transparency and information quality standards, protect shareholders rights, especially minority shareholders, safeguard all other stakeholders' rights, and ensure sound Corporate Governance practices in the Pakistani corporate sector. 

The Companies Ordinance, 2017 is the focal statutory corporate law that defines most features of the country's corporate legal framework. It is comprehensive corporate law and  its preamble it is “An Act to reform and re-enact the law relating to companies and for matter connected therewith.”
The Companies Act 2017 is also the main source of Corporate Governance in Pakistan. Additionally, the SECP Corporate Governance Code extends CG principles contained in the Act. Further, the SECP Corporate Governance Code possibly improves the implementation of CG principles by making them mandatory for listed companies. The companies' Act covers almost all areas of Corporate Governance. For instance: Various Stakeholders rights and obligations, Distribution of power among directors, shareholders and other stakeholders, Shareholders’ voting power, Meetings and proceedings, Board of Directors and Audit. 
The Companies Act provides illustrations of Memorandum of Association (MOA) and Articles of Association (AOA). The MOA assists a particular firm in its constitution and states the nature of the business. If a company departs or divert from its MOA, the Board of Directors of that respective company might be held accountable and penalised for this breach. 

On the other hand, the AOA is the key source of Corporate Governance principles. The AOA helps in a firm's internal corporate governance structure. The AOA covers the following Corporate Governance provisions: Board of Directors’ appointment/removal, Board of Director's responsibilities and authorities, Voting Rights, and General meetings/proceedings at general meetings.
3.4.4 Code of Corporate Governance, 2002 

In March 2002, the SECP published the first Corporate Governance Code in Pakistan. The Code came into effect after several exchanges together with various stakeholders, held a series of conferences in various parts of the country to detect public opinion. The Code took regard to corporate governance reforms worldwide and modified them to the precise Pakistani corporate sector context. The Code has several sections, but some salient features are primarily worth mentioning here. 

i. The representation and percentage of independent and non-executive directors in the board and its audit committee

ii. Encourages the separation for the role of CEO and Chairman

iii.  Formation and activities of an audit committee

iv. Board of director's training 

v. Board and audit committee meetings.

The SECP Corporate Governance Code 2002 requires that the boards of all the listed companies are develop an internal control mechanism, to help them manage “real life” corporate situations and financial health challenges. This can be achieved through the formulation and independence of Audit Committees. The audit committee can provide an appropriate internal control system to the board in order to monitor possible problems and ensure the reliability of financial reporting. Among other things, the audit committee should be responsible for supervising the financial reporting process and providing recommendations to the board about suitable external auditors' appointments. Moreover, it also has a responsibility to answer any relevant questions regarding the resignation or removal of external auditors, audit fees, or other external auditors' services to the organisation other than a financial audit. 

Initially, the Code faced some criticism from the Pakistani corporate sector. Their point was that complying with provisions of the Code would be hard and expensive. Additionally, some of the corporate sector experts highlighted that the implementation of the Code would be a challenge due to the lack of local expertise in the area of Corporate Governance.  Furthermore, they in a truthful and meaningful manner believed that other issues would also negatively impact the implementation of the Code for example, political interference (Burki and Niazi, 2010). 
However, regardless of all the challenges and probabilities, the Code has injected into the Pakistani capital market, international Corporate Governance standards and commenced a new era of corporate governance reforms in Pakistan. Therefore, a prodigious majority of the firms adopted the Code despite their initial concerns about its drafting and implementation (Rais and Saeed, 2005).

3.4.5 Revised Code of Corporate Governance, 2012 

The SECP Corporate Governance Code, 2002, was a ground-breaking corporate governance reform in the country, it helped the Pakistani capital market align with global trends. However, since then, several developments have occurred around the globe in the corporate sector and the financial world. Additionally, the dynamic nature of governance standards and the need to ensure continuing currency with globally set benchmarks, demands a constant evaluation of Corporate Governance Codes. Thus, to meet current enhanced governance requirements and best international practices, the SECP revised its Corporate Governance Code in 2012 and issued "Code of Corporate Governance, 2012". 

The revision sets minimum benchmarks regarding governance standards in order to bring stability and consistency to governance practices and, more importantly, improve transparency via more meaningful and timely disclosure requirements. The principal objective of these revisions is to enhance information access to all stakeholders and protect investors' rights and (more specifically) minority shareholders. The following are some important features of the SECP revised code whereby it: 

· Introduced minimum percentage requirement for independent and non-executive directors on the board and its subcommittees to help ensure the board's independence from senior management influence. 

· Separated the CEO and board chairperson (the principle of "duality"). 

· Announced board assessment mechanism 

· Replaced Internal Audit function with a professional service firm

3.4.6 Code of Corporate Governance, 2012 amended in July 2014 

The SECP introduced some minor amendments to specific provisions of the SECP revised Corporate Governance in July 2014. These amendments were in response to practical issues highlighted by listed companies. They were introduced to help ensure that governance standards continue to be in line with best international practices. Overall, however the main aim of these amendments' is to improve the Code's practicality for listed firms and encourage better compliance.

The amended provisions eased the eligibility criteria for a Chief Financial Officer (CFO) and Head of Internal Audit (HOIA) for listed firms. The relevant experience for the CFO and HOIA was reduced from five years to three years. Additionally, the independent director's mandatory requirement as chairman of the audit committee was changed to a voluntary condition for listed companies. The purpose of this amendment was to assist listed firms in finding an appropriate and qualified non-executive director as chairman of the audit committee.

The above-identified amendments help place the current research in its contextual setting but do not have any direct implications. The research only examines the relationship between governance disclosure quality and the percentage of independent directors in the overall audit committee composition. Moreover, it does not examine CFO's relevant experience and HOIA nor does it refer to governance disclosure quality. 

3.4.7 Code of Corporate Governance, 2017

The Financial Crisis, 2008 unveiled several weakness and flaws in the governance system of organisations. In order to strengthen and improve the governance system, much work has been done in the field of corporate governance after the crises. Various countries have revised their Corporate Governance Codes and included additional provisions accordingly. But now, almost a decade has passed since the world has faced financial crises, and things are settling down. In this period, regulators and policy-makers worldwide are critically evaluating and comprehensively reviewing the work that has been done after the crises.  

For instance, the FRC, UK and the King Committee, South Africa, have comprehensively reviewed their Corporate Governance Code. Similarly, on August 31, 2017, the SECP, Pakistan, also drafted the Corporate Governance Code, 2017 and approved it on November 22, 2017. In doing so, it replaced the SECP Corporate Governance Code, 2012. It came into effect from January 01, 2018. The SECP Corporate Governance Code, 2017 introduced some new provisions, amended existing once and even removed some clauses. 
 the SECP (2017), this revision aims to strengthen organisations' governance system and bring some stability in corporate governance practices. It advocates transparency and openness through improved disclosure requirements. Moreover, through this revision, the board of directors' role and responsibilities have been made more explicit. Additionally, the revision supported the independent decision-making process, gender diversity, and strengthened the mechanism for transparency, openness, and accountability.  

Notable requirements of the SECP Corporate Governance Code, 2017, among others, include reducing the allowable directorship in listed companies of a director from 7 to 5. Additionally, the SECP Corporate Governance Code, 2017 amplified independent directors' presence and strengthened their role by mandating at least two independent directors or one-third of the total board of directors (whichever is higher) in board composition. One of the most noteworthy requirements of the SECP Corporate Governance Code, 2017 is to make mandatory at least one female director in board composition. It argued that this will contribute to reinforcing gender diversity in board composition. Women's representation in the board room of Pakistani listed firms' is only 6.4% of the total board of directors. However, the more alarming fact is that 69 out of 100 listed companies at the KSE 100 index have no woman director at all. By making at least one female director mandatory at board composition, the SECP expected that women representation at the board would increase from 6.4% to 14.3% in the coming years (SECP, 2017).      

The Audit Committee and HR committee's competence has been nourished by mandating that the chairperson of both committees be an independent director. Moreover, the revision made it mandatory for the Audit Committee to include one "financially literate" person. The Code 2017 also encourage formulating a separate Risk management committee and Nomination committee. 

The dynamic nature of governance standards, continually developing the corporate sector, and financial markets required that governance frameworks be evaluated continuously and revised to meet set benchmarks. The SECP believes that the Code 2017 will enhance governance practices in relevant organisations and improve the information available to various stakeholders and protect the rights of all the investors and especially minority shareholders.  

A comparison between the SECP Corporate Governance Code 2002, Revised Code 2012 (July 2014 amendments) and SECP Corporate Governance Code 2017 is provided in 

Table 3.1. 

	#
	ISSUE
	CODE 2002
	REVISED CODE 2012 AMENDMENT 
	July 2014 Amendments 
	CODE 2017 AMENDMENT

	Board of Directors



	1. 
	Independent director
	Encourage a minimum of one independent director.
	Mandatory one minimum independent director, however, preferably 1/3 independent directors in board composition.
	None


	Mandatory two minimum independent directors; however, one-third of independent directors in board composition, whatever is higher.



	2. 
	Non-executive directors 
	At least 25% of the board
	At least 75% of the board
	
	At least 75% of the board

	3. 
	Female directors
	None


	None


	
	Mandatory one female director in board composition

	4. 
	Number of directorships 
	A director cannot hold more than ten directorships at any one time
	Limit the directorship to 7 at any one time, excluding the subsidiaries of a listed holding company
	
	Limit the directorship to 5 at any one time, excluding the subsidiaries of a listed holding company

	5. 
	Board assessment
	None
	The board must bring a mechanism within two years of the Code's implementation to evaluate the board's annual performance.


	
	The board should ensure a formal and effective mechanism is put in place for the board of directors' annual evaluation and members of committees and the board’s performance.

	6. 
	Office of Chairperson and CEO 
	The selection of chairperson preferably is among the non-executive directors of the listed firm.
	The chairperson must be elected among the non-executive directors of the listed. There must be a separate person for Chairperson and CEO, except precisely provided in any other law.


	
	The chairman and the company's CEO must not be the same person, and the chairperson must be elected among the non-executive directors.



	Work Experience for CFO and HOIA


	

	7. 
	Work experience for Chief Financial Officer (CFO)
	Minimum 5 years of relevant experience in financial and corporate affairs


	Minimum 5 years of relevant experience in financial and corporate affairs


	Minimum 3 years of relevant experience in financial and corporate affairs


	Have appropriate experience and education

	8. 
	Work experience for Head of Internal Audit (HOIA)
	Minimum 5 years of relevant experience in financial and corporate affairs


	Minimum 5 years of relevant experience in financial and corporate affairs


	
	Have appropriate experience and education

	Board’s Sub Committees
	

	9. 
	Audit committee
	No less than three-member, chairman and majority of members among non-executive directors.
	Shall compose with a minimum of three members with at least one independent director, and the chairman shall be the independent director. 
	The mandatory requirement of the independent director as chairman has been changed to a voluntary condition. 

	Shall compose with a minimum of three members with at least one independent director, and the chairman shall be the independent director.

	10. 
	Human Resource Committee
	None
	Introduced
	None


	Keep

	11. 
	Remuneration committee
	None
	Introduced
	
	Keep

	12. 
	Internal audit
	Shall be an internal audit function in every listed firm
	The internal audit function can be replaced with a professional service firm by listed firms
	
	Shall be an internal audit function in every listed firm

	13. 
	Risk management committee 


	None 
	None
	
	Introduced

	Frequency of Board and Audit Committee Meetings

	14. 
	Board meetings
	One in every quarter of the financial year. So, a minimum of 4 meetings in the financial year. 
	One in every quarter of the financial year. So, a minimum of 4 meetings in the financial year. 
	None


	One in every quarter of the financial year. So, a minimum of 4 meetings in the financial year. 

	15. 
	Audit committee meetings
	One in every quarter of the financial year. So, a minimum of 4 meetings in the financial year. 
	One in every quarter of the financial year. So, a minimum of 4 meetings in the financial year. 
	
	One in every quarter of the financial year. So, a minimum of 4 meetings in the financial year. 


  Table 3‑1: - A comparison between the SECP Corporate Governance Code 2002, 2012, 2014 (minor amendments) and 2017
3.4.8 Pakistan Stock Exchange Listing Regulations

Securities Laws and Listing Regulations also have significant importance in Corporate Governance because they provide certain protections to investors. Many rights and requirements are provided; more importantly, disclosures obligations are vital for investors' decision-making process. These regulations apply only to those companies who want to register them on stock exchanges to raise capital from the public. 

The role of listing regulations is significant when overseas firms with diverse cultures list on foreign stock exchanges. Listing regulations bridge and narrow the gap due to various corporate laws that apply to foreign and local companies. These regulations provide a level playing field to national and international firms. For instance, if domestic corporate laws do not apply to overseas companies, then listing regulations may oblige such foreign organisations to comply with those requirements. 

As the research uses data from Pakistani listed commercial banks, it is important to review the Pakistan Stock Exchange Listing Regulations. The SECP comprehensively reviewed the regulatory framework of the PSX (formerly KSE) and combined various sets of regulations, and compiled the PSX rule book on April 10, 2014, and gazette notified on June 18. 2014, under the power of the Security and Exchange Ordinance, 1969. In order to integrate different sets of regulations in a single place and avoid duplication and make the regulatory framework easy to understand and implement (SECP, 2017). The SECP is continually amending the PSX Rule Book to keep the regulatory framework up to date and align with international standards. The latest amendment came on August 09, 2018.       

The Rule Book is divided into different chapters. Each chapter provides useful information to companies and investors for understanding the regulatory framework, rights, and responsibilities. There are some important clauses in PSX Rule Book regarding Corporate Governance and governance disclosure relevant to this research. 

i. According to section 5.5.6 (a) of the rule book, any company that wants to register itself at PSX should provide brief details of the CEO and all the directors, including academic qualifications and relevant experience.   

ii.  section 5.6.1a (xi, xii), a company should notify the Exchange about its chairman, CEO, directors, or auditors changes. Additionally, provide information to the Exchange about fraud, arrest or default of its CEO, directors or executive. 

iii. According to section 5.6.1 (d), if the CEO, major shareholder or executive or their spouses sell, buy, or take any beneficial position in a particular company directly or indirectly, they should immediately notify in writing to the Company Sectary and the Company Sectary must notify the Exchange. Furthermore, no directors, executive or CEO should deal in the shares of the listed company in any way during the closing period to avoid conflict of interest and protect investors' interests.  

The rule book also provides that no director, CEO or Executive shall, directly or indirectly, deal in the listed company's shares in any manner during the “closed period”. The “closed period” shall start from when any document/statement, which forms the basis of price-sensitive information, is sent to the board of directors and terminated after the information is made public. Every listed company shall advise its directors about the closed period when circulating agenda and working papers for the board meetings and sending intimation of the same to the Exchange.
3.5 Chapter Summary

In addition to all the immediately preceding considerations, one must also take regard for the fact that Pakistan has a multi-layered legal and financial system. The country possesses a unique and somewhat uniquely interesting corporate governance structure. On one side, Pakistan was second after India in South Asia to implement corporate governance reform to promote sound Corporate Governance practices. On the other hand, many firms' finding families still control the governance structure of these firms. Therefore, this research looks deeper and examines corporate governance reforms and their effect on Corporate Governance and governance disclosure in a unique Pakistani context. 
This chapter provides an overview of the statutory framework related to corporate governance and disclosure in Pakistan. Precisely, this chapter provided a brief discussion about the external and internal regulatory framework in Pakistan. The external regulatory framework includes the State Bank of Pakistan, Pakistan's Security and Exchange Commission, and the Pakistan Stock Exchange. Simultaneously, the internal regulatory framework comprises the Banking Company Ordinance, 1962 (as amended up to 2011), the SBP Prudential Regulations of Corporate/Commercial Banking, the Companies Act, 2017, the SECP Corporate Governance Code and the Listing regulations. However, the primary focus of the chapter was on the contents of, and various amendments to, the SECP CG Codes. This is because this doctoral research evaluates the consequence of the relevant to revisions the SECP CG Codes on Corporate Governance and their empirical impact on governance disclosure quality within Pakistani listed banks.
Having considered key significant and relevant professionally-focused Corporate Governance literature in this chapter, the next chapter devotes itself to a consideration of similar theoretically-focused literature.
4 CHAPTER 4 – RESEARCH THEORETICAL LITERATURE REVIEW

4.1 Introductory Comments

In Chapter 3, an overview of the statutory framework related to corporate governance and disclosure in Pakistan has been presented. The purpose of Chapter 4 is to provide an answer, by undertaking a detailed and relative intensive examination of four relevant theories, the first fundamental question of this doctoral research thesis, which is as follows:

Question 1 – Does a closer expose and consideration of “Signalling Theory and Stakeholder Trust Theory” provide appropriate guiding insights into the identified research problems?

A theory is an organised body of interconnected and/or interlinked principles and concepts. Theories support explanations of past events and enable the prediction of future events. In other words, a theory is a useful instrument in the academic field as it helps us to systematise and organise ideas and thoughts. It also helps to derive reasoned guesses with the help of past events. Corley and Gioia (2011) describe the theory as an essential and fundamental element in scholarly research.

The purpose of this chapter is to examine to varying degrees the explanatory potentiality of four theories. These theories are Stakeholder Trust Theory, Signalling Theory, Agency Theory, Legitimacy Theory and – all examined within the context of Corporate Governance practice and particularly in terms of governance disclosure quality. The first two of these theories are examine in much greater details than the last two. This examination is done to determine the utility of, and any possible logical associations between the explanatory power of these theories in terms of governance disclosures. 
In prior research, management scholars have used different theoretical explanations to examine governance disclosure practices (Alves et al., 2015: Khlifi and Bouri, 2010: An et al., 2011: Shehata, 2014). Yet, when considered individually, none of the theories seems to offer a satisfactory and comprehensive explanation of such disclosure practices. Each referenced theory has its precise assumptions and explanations about governance disclosure. For instance, Agency Theory suggests mitigation of the agency conflict; Signalling Theory recommends market signalling; Stakeholder Trust Theory proposes to satisfy the needs of different stakeholders, and Legitimacy Theory offers legitimisation of a firm's actions in society. But it is noticeable that none of these theories offers inclusive theoretical insights into such governance disclosure. Thus, a combined assessment of two or more theories may help to understand the phenomena of governance disclosure practices. 
The rest of the chapter is structured as follows. Section 1 discusses the Agency Theory explanations. The Legitimacy Theory perspective is explained in section 2. While sections 3 and 4 discuss the Signalling and Stakeholder Theories, explanations. Finally, section 5 presents a summary of the chapter.
4.2 Agency Theory - Overview

An Agency relationship is one in which one or more persons (Principal) appoint another person (Agent) and delegate some decision-making authority to perform services on their behalf (Jensen and Meckling, 1976 and Ross, 1977). In 1976, Jensen and Meckling further refined Agency Theory as an economic theory. Since then, it has been used extensively in accounting research to provide theoretical explanations of economic theory (Baiman, 1990: Omran and Ramdhony, 2015). The basic notion of Agency Theory is that the principal and agent are likely to have divergent interests. Therefore, it is argued that the principal and agent are opportunists and will wish to pursue their self-interest (Lacoste et al., 2010). 

According to Jensen (1983), Agency Theory has two main branches – Positivist Agency Theory and Principal-Agent Theory. Principal-Agent Theory researchers focus on the general relationship between principal and agent, while the Positivist Agency Theory researchers focus on governance mechanisms mainly in large firms (Berle and Means, 1932), while recognising conflicts between principal and agent unfold governing mechanisms to mitigate these conflicts (Eisenhardt, 1989). 
4.2.1 Agency Conflict between Shareholders and Corporate Managers 

Due to many owners (shareholders) in modern organisations' formation, direct management becomes problematic. Thus, shareholders (principal) appoint corporate managers (agent) to manage firms on their behalf. Since corporate managers act on their behalf, shareholders give some decision-making authority to them. As corporate managers manage other people's money, it is hard to assume that they will always look after it with the same diligence as the owners. Agency Theory argues that corporate managers might not act in shareholders' best interests (Jensen and Meckling, 1976). The bitter truth of organisational life is that it is based on self-interest. Both agent and principal want to maximise their interest, which creates a conflict of interest (Fama and Micheal, 1983). There are varying types of conflicts that arise between principal and agent. These are agency problems, information asymmetry, risk sharing and moral hazard. The agency conflict arises due to different approaches to profit maximisation (Miles, 2012).

4.2.2 Agency /Monitoring Cost

Generally, the principal cannot ensure that agents will always act in their best interests, but there are ways to keep agents in line with principal interests and minimise agency problems. Unfortunately, keeping agents in line with principal interests does not come without cost (Jensen, 1983). This cost is called agency/monitoring cost. In a similar veins Hay and Cordery (2018) state that monitoring costs apply when an agency problem exists. Many prior studies have explained agency costs based on agency problems in terms of corporate control. For instance, Brennan (1995) documents that agency conflict creates agency costs, ultimately impacting profitability, transparency and disclosure. Equally, Jenson and Meckling (1976) state that the issue of agency cost is accentuated by the conflict of interest between principal and agent and this at the expense of principal. 

4.2.3 Information Asymmetry

Understandably, shareholders intend to maximise their wealth, but corporate managers have more information (Miles, 2012). Thus, Agency Theory suggest that when principal and agent do not have the same nature and quantum of information this gives rise to "asymmetric information" (Baiman, 1990). Indeed, information asymmetry occurs when an agent has extra information compared to a principal. In an organisational context, the problem of information asymmetry exists because outsiders (shareholders) have restricted information access about the firm and its current and expressly upcoming projects. Information asymmetry is one of the leading causes that provoke corporate managers to act in their interests. Arnold and Lange (2004) suggest that corporate managers have competitive advantages over the shareholders of an organisation, due to information asymmetry because they have additional information.
Moreover, the separation of ownership and control bestows information superiority to corporate managers in terms of firms' financial health, current and future events, and management actions. Therefore, shareholders do not have enough information to assess the actions of corporate managers and evaluate how they consequently, perform their duties. Baiman (1990) argues that it is difficult for shareholders to identify managers executing their interests with limited information. 

  To minimise or eliminate information asymmetry, various methods have been suggested in previous literature (Saltaji, 2013). One possible way to mitigate information asymmetry and align management interests with shareholders' is to disclose extra information regarding management activities and corporate's economic realities and reduce information asymmetry (Armstrong et al., 2010: Ying, 2016). By so doing, shareholders can monitor management actions more efficiently. Healy and Palepu (2001) contend that a corporate manager could narrow the information gap between insiders and outsiders by voluntarily disclosing more voluntary information than that which is statutory required. One of the most important Agency Theory contributions in organisational thinking is that it recognises information as a commodity, which has a cost and can be bought.  

But if information disclosure is left to management discretion, they might not want to disclose or compromise the reliability and quality of disclosure. On this matter, Hill and Jones (1992) specify that due to the position of corporate managers in an organisation, they could alter or selectively disclose information to outsiders. This control over crucial information can multiply agency problems. Thus, many prior scholarly studies have examined how to enhance governance disclosure transparency and argue that it benefits firms to have enhanced and better disclosure.
In summary, the Agency Theory perspective contends that when corporate managers enhance quality information disclosure, they could well minimise agency conflict and information asymmetry between corporate managers and shareholders. Eventually this may well reduce agency cost and such conflict significantly.
4.2.4 Applications of Agency Theory

Mitigation of agency conflict and information asymmetry demands some monitoring of agents' actions because without so doing, it is more likely that they (the agents) take steps against the principal's interests (Fama and Jenson, 1983). In this regard, an effective information system can limit an agent's opportunist behaviour because when the agent knows that the information system notifies the principal about what the agent has done or is doing, they will possibly not reserve information for their benefits and more likely that they will govern themselves in line with the interest of principal (Eisenhardt, 1989).

One particularly related information mechanism and system is the board of directors. Prior literature has outlined the board's various roles, but it is likely that the control role has been given more importance. The board can play an important role in monitoring the top executive's behaviour. In conceptional literature, there is a consensus that agency problems can be minimised through effective board monitoring. Fama and Jensen (1983) contend that the corporate board can take a monitoring when safeguarding shareholders' interests. On similar lines, Cohen et al. (2008) elaborate that firm management's close monitoring through a strong agency perspective will help mitigate the governance problems.
Additionally, the board of directors can check and balance management, as shareholders elect and give them some powers to monitor top management actions and decisions (Hart, 1995). Operationally, the board's monitoring role's effectiveness can improve through different governance features such as the independence of the board of directors and sub-committees, separation of the role of CEO and Chairman, gender diversity, age of directors and the board size Etc. (Eisenhardt, 1989).

Figure 4.1 illustrates the relationship between effective board monitoring and governance disclosure quality – employing Agency Theory explanations. As the Figure illustrates, firms can improve their corporate board's composition and structure in terms of independence, diversity, resources, and experience through the observance of Corporate Governance Code guidelines. Further support from such views come from Agency theory who contend that varied backgrounds of the board of directors create diversity in thinking, perspectives, and influential decision-making process in boardrooms (Jenson and Meckling, 1976)

As a result, the board can perform its function effectively, and its monitoring ability improves due to balance in composition and structure (Cerbioni and Parbonetti, 2007: Chobpichien et al., 2008: Singh and Van der Zahn, 2008: Aguilera and Jackson, 2011). Therefore, improved board monitoring brings sound Corporate Governance in a firm and the agency conflict between corporate managers and shareholders is minimised (Li et al., 2008). Furthermore, corporate managers keep themselves in line with shareholders’ interests, which ultimately reduces the information asymmetry problem (Cormier et al., 2010)
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Figure 4‑1:- Effective board monitoring and governance disclosure quality – Agency Theory explanation
4.3 Legitimacy Theory perspectives – Overview
4.3.1 Organisational Legitimacy 

Organisational legitimacy focuses upon a corporate entity's value system. It considers when that system is consistent with the ethics and values of society, and whether the firm's objectives are in harmony with social expectations thus earning itself a degree of “social legitimacy”. Many authors have defined the term "organisational legitimacy" in various ways. For instant: Suchman (1995: p 574) “Organisational legitimacy is a generalised perception or assumption that the actions of an entity are desirable, proper, or appropriate within some socially constructed system of norms, values, beliefs and definitions."
Maurer (1971) suggests that through the legitimisation process, a firm defends its right of existence to peers and/or superordinate. At the same time, Dowling and Pfeffer (1975) define organisational legitimacy as a resemblance between the organisation's actions and well-define norms of the greater social system. Scott (2003) portrayes organisational legitimacy as a similarity between a corporate entity's activities and its surrounding cultural environment.   

4.3.2 Social Contract

Firms seek legitimacy for various reasons, like ensuring their continuity, credibility, and support from neighbouring communities. The focal concept of Legitimacy Theory is that the corporations in society operate through a "social contract” (Chen and Roberts, 2010). In entering into the social contract, firms agree to perform some social activities and, in return, get the support of their objectives and the sustainability of their existence (Lehman, 1983; Guthrie and Parker, 1989). Additionally, Cho et al. (2015) specifies that corporations must perform their operations within the norms and bounds of their relevant societies in order to continue their operations successfully. One implication of this perspective is that, if corporate management fails to comply with the social contract conditions, their firms may face sanctions from relevant societies and eventually lose the legitimacy of their actions. Concurrently, if companies do not appear to function within the correct/ appropriate norms and bounds define by the relevant society, society may abolish and withdrawn their privilege to continue operations.  

4.3.3 Legitimacy Varies from Industry to Industry.

Legitimacy varies from industry to industry, from a newly accomplished to a well-established company, from the public to the private sector and from the beginning of the organisation's life cycle to the end (Suchman, 1995). For instance, the chemical, oil and mining industry has been under the spotlight by media and environmental groups due to the drainage of chemicals, oil and acid, affecting their legitimacy (Patten, 1992: Loate et al., 2015). Similarly, the banking industry used to have a high level of legitimacy (Zimmerman and Zeitz, 2002), but the financial crisis has put a great dent in the legitimacy and credibility of banks. 

4.3.4 Legitimacy Gap

The legitimacy gap arises from the variance and/or the conflict between the relevant community's expectations about a firm's performance and its actual performance. As a consequence of this gap, the legitimacy and credibility of the company is threatened. These threats could be in the form of legal, economic, and social sanctions (Dowling and Pfeffer, 1975). In a similar vein, Van der Laan (2009) states that the legitimacy gap often arises because the corporation's performance does not meet the expectations of key stakeholders' groups and the communities in which it operates. 

Organisational legitimacy is a dynamic concept, as the company's performance and social expectations about it continuously change. Moreover, social values which define legitimacy also change (Dowling and Pfeffer, 1975). Therefore, whenever the relevant community is not satisfied with its performance that community could pressure the company to meet its expectations (Patten, 1992). In order to gain, maintain or repair organisational legitimacy or mitigate the legitimacy gap, Dowling and Pfeffer (1975) suggest four legitimization strategies which are as follows:

i. An organisation can change its approach, objectives, or output to align with its surrounding society's expectations.   

ii. Through education and appropriate information, a firm can establish the suitability of its approach, objectives, or output without altering them.  

iii. An organisation can change the relevant society's opinion by linking itself with symbols that highly hold legitimacy.

iv. An organisation can adopt the strategy to change public expectations by aligning them with its approach, objectives or output.    

The salient point is that all strategies mentioned above require communication and interaction with the relevant society.

4.3.5 Narrowing Legitimacy Gap through Disclosures 

A constantly spreading gap would damage a business legitimacy and thus put a question mark on its existence. More precisely, if corporate management fails to narrow the legitimacy gap, the consequences will be detrimental - leading to the withdrawal of support from relevant communities. Thus, corporate managers must strive to minimise the legitimacy gap. By so doing, a firm can get a social judgment of acceptance from the society in which it performs and warrant positive responses to its appeals for support and resources for survival and growth (Zimmerman and Zeitz, 2002).

Corporate management can also mitigate the legitimacy gap through effective communication between corporations and key stakeholders, including relevant societies (Suchman, 1995). In this regard, the Legitimacy Theory proposes that corporate managers utilise corporate disclosures as a tool to narrow the legitimacy gap by disclosing it in annual audited reports information as to how the business function. This is because Corporate disclosures help enhance a firm's legitimacy and improve its image and perception among key shareholders and relevant society (Thorne et al., 2014). 

Alongside the argument mentioned earlier, disclosures help enhance public awareness, and when corporate managers know that the public is well informed, they take steps to make sure that their actions and performance are acceptable to their communities. De Villiers and Van Staden (2006) argues that corporate managers would willingly disclose activities when they belive that the relevant societies expect these activities. 
Moreover, the corporate managers can gain, manage, and protect the firm's legitimacy through disclosures (Brennan and Merkl-Davies, 2014). For instance, Patten (1992) finds that when a corporation tackles a particular environmental crisis, that firm's management discloses additional non-financial information to assure stakeholders that the corporate entity is dealing with the negative event. In other words, corporate managers can and do use disclosures to demonstrate that corporations' actions align with public expectations (Van der Laan, 2009).  O' Donovan (2000) holds that a firm has to remain legitimate in front of those who can influence its legitimacy for continued existence. More precisely, Legitimacy Theory would argue that firms are a crucial part of the societies in which they operate, so they need to disclose a sufficient amount of financial and non-financial information in order to show that they are performing their duties inadequate way. Additionally, Legitimacy Theory recommends that corporate managers need to disclose adequate information to legitimise their firms' actions and satisfy the information demand from the relevant society and various stakeholders (Thorne et al., 2014), irrespectively of the economic position (good or bad) of the business. Concurrently, the Legitimacy Theory also suggests that through disclosure, companies can enhance their image and gather community support to counter political pressure (Thorne et al., 2014).

Prior management research literature has also used Legitimacy Theory to explain corporate disclosures' motives (Van Zijl et al., 2017). Much of this literature supports Legitimacy Theory and so contends that it provides a theoretical exploitation in relation to the provision of corporate social and environmental disclosures (Patten, 1992; Gray et al., 1995; O' Donovan, 2000; Thorne et al., 2014; Bhattacharyya, 2015; Loate et al., 2015).  Equally, Van Zijl et al. (2017) concludes that corporate entities disclose social, economic, and governance (ESG) disclosures in order to cope with stakeholder expectations and show commitment to dominant social norms. In general, studies based on Legitimacy Theory consider disclosures as an instrument through which firms can influence how they are seen by society (Suchman, 1995).  

In summary, Legitimacy Theory envisages a social contract between the corporation and the society in which it operates. It proposes that firms need to legitimise their actions in order to get support from relevant communities to sustain and succeed. Thus, disclosures are a part of the legitimacy process. Through disclosures, firm management can convey the message that it acts according to the norms and bounds of the respective society.

Legitimacy Theory also argues that voluntary corporate discourse in company Annual Reports is one way to ease public pressure and improve its image. The Theory also predicts that corporate managers will willingly disclose additional information of actions if they perceive that those actions were likely to be expected by the communities in which they operate. 

An overall assessment of Legitimacy Theory suggests, based on the theoretical explanations it provides, it appears that the theory alone may not offer a completely comprehensive theoretical clarification for overall governance disclosures. However, the theory does explain the motive behind disclosing social and environmental information.
4.4 Signalling Theory – Overview – Information Asymmetry
While Legitimacy Theory is premised on the firm’s attempt to legitimise its “actions”, Signalling Theory is more premised on the firm’s emitting “signal” in order to provide messages to help convey and assure its society consciousness. 

Signalling Theory argues that a seller can reduce information asymmetry between a seller and potential buyer by providing additional information/signals (Connelly et al., 2011: García-Meca et al., 2005). To society concurrently, the primary concern of Signalling Theory is to minimise information asymmetry between two parties (Spence, 2002). In each market, it is envisaged that sellers possess more information about their products than buyers. In other words, sellers (signalers) enjoy information superiority, and this enables them to selectively disclose information (or not), depending on their intention that which information (signal) to be received by a receiver (Morris, 1987). 
Initially, Signalling Theory was developed to explain information asymmetry in the labour market (Spence, 1973), but it also has been used to explain voluntary disclosure in corporate reporting (Ross, 1977). The theory has the potential to offer insights in terms of governance disclosure practices as it addresses information asymmetry problems in the markets. In prior literature, many accounting researchers have used the Signalling Theory to clarify why organisations disclose additional information that is not mandatory required (Bini et al., 2010: Al-Moataz and Hossainey, 2013: Basoglu and Hess, 2014: Lee and Blouin, 2016). 

4.4.1 Adverse Selection Problem

Information asymmetry causes an adverse selection problem on the value of a product. According to Morris (1987), if buyers do not have specific information about the product but have some common assessments, they will rate all products at the same price, a weighted average of their overall observations. Thus, sellers of a high-quality product must provide information/signal about the product's quality to buyers.  Because in the absence of product-related information, both high and low-quality products sell at the same price (Espenlaub and Tonks, 1998). As a result, high-quality products may possibly be underrated, and low-quality products overrated. Therefore, is a good possibility that both fine and shoddy products sell at the same price. The reason is that buyers' uncertainty about product quality altimetry which impacts their choices (Nguyen et al., 2006). Due to insufficient information, they could not recognise the difference between good and bad products (Erdem and Swait, 1998). Under this situation, sellers of high average quality products bear opportunity loss because they are not able to get a higher price if they were to inform buyers about product quality, while sellers of below-average quality products would have a possibility gain (An et al., 2011). Consequently, there may be an incentive for sellers of superior products to disclose product-related information/signal in order to the market to differentiate their product from lower value products of other sellers (Espenlaub and Tonks, 1998). 

4.4.2 Governance Information Disclosure as a Market Signal

In an organisational context, a signal can be an observable action, and the aim of the signal is often to show a certain quality of the signaler or signaler's environment (An et al., 2011: Mutiva et al., 2015). Firm management could use governance disclosures to send signals to shareholders, potential investors, creditors, and the overall capital market.  Gallego Álvarez et al. (2008) suggest that firm management's voluntary information disclosure could be considered a positive signal to the capital market in order to reduce information asymmetry existing between management and stakeholders. Indeed, corporate managers often disclose voluntary information in the company's Annual Reports as a signal in order to send certain information to its users (Khlifi and Bourni, 2010: Shehata, 2014). In general, disclosing information in Annual Reports is the same as a product's advertisement. If a product is good in quality, the seller (signaler) may disclose more information about a particular product to attract potential buyers (receiver), but if its quality is not good enough, a seller may hide some information about it. Karasek and Bryant (2012) specify that organisations signal through advertisements, recruiting, and Annual Reports. Organisations also use Annual Reports for various purposes, including providing mandatory and voluntary information and as a communication medium for advertising and public relations (Shehata, 2014). Thus, according to Kirmani and Rao (2000) and Watson et al. (2002), high-quality firm's management has an opportunity and incentive to disclose more information to give a positive signal to the market and distinguish themselves from low-quality firms. Furthermore, by providing specific information/signals to shareholders, investors and creditors, firm management could demonstrate that they are better than their competitors in the market. Additionally, Verrecchia (1983) argues that the purpose of corporate information disclosure/signal is to minimise information asymmetry and, by so doing, attract investment and build the firm's positive reputation. Thus, companies often use voluntary disclosure as one of the signalling tools and disclose additional information other than that mandatorily, required by law, to send a positive signal that they are comparatively better (Campbell et al., 2001). Such signals help shareholders, potential investors, and lenders (receivers) better perceive the firm quality. 

Conversely, the absence of information disclosure is widely interpreted as a negative signal by receivers (Campbell et al., 2001). However, insiders can narrow this information gap by providing private information to outsiders as they know the firm's current and forthcoming projects. Therefore, information disclosure is crucial for organisations to participate and compete productively in the capital market (Botosan, 2000) Consequently, credible and increased information disclosure could positively signal and minimise outsiders' ambiguity (Connelly et al., 2011). 

4.4.3 Credibility/ Quality of Governance Disclosure (Market Signal)
The information disclosure cannot be left to the nature, content and quality of corporate discretion of management. As corporate managers have self-interests in information disclosure, it is uncertain whether additional information is credible. If firms' management deceptively tries to signal through the disclosure that a particular firm is a high-quality firm, but indeed it is a low-quality firm, when this is exposed, future disclosures will not be viewed as credible (Watson et al., 2002). Not unexpectedly, prior literature confirms that honesty and clarity convey credibility of signal (Erdem and Swait, 1998: Nguyen et al., 2006).

Nevertheless, signalers and receivers may have opposing interests, and mediocre quality signalers have benefit in deliberately sending fabricated signals. This would be with an intention to cheat and convince receivers as witnessed in 2014 when Tesco's executives artificially overstated profit by £250m to send a positive signal to the capital market that the company is doing well and generating profit. But when the capital market learnt that the profit was overestimated, and the Figures were misleading; the company then consequently lost £2bn of its market value (Wearden, 2014). This shows how costly a false signal can be for shareholders. In this context, Han et al. (2014) investigates firms who made “unfaithful disclosure” per the Korean Stock Exchange. They find that the management of firms that exploit information asymmetry and disclose unfaithful information suffer significantly negative stock price returns and expropriate shareholders' wealth. 

Similarly, Easterbrook and Fischel (1984) argue that honest information is essential to assure shareholders that their investments are in safe hands and that management is utilising it more effectively to increase their wealth. In prior literature, various feasible mechanisms have been suggested to enhance corporate information disclosure quality and credibility. For instance, an assurance from third-party – financial analysts and auditors (Healy and Palepu, 2001) and effective board monitoring through a prestigious board of directors (Cormier et al., 2010). By so doing, trust between an organisation and its stakeholders is strengthened and the credibility of corporate reporting is enhanced. 
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Figure 4‑2:- Effective board monitoring and governance disclosure quality – Signalling Theory perspective.

Figure 4.2 depicts the relationship between effective board monitoring and governance disclosure quality from a Signalling Theory perspective.  The Figure reveals that firms improve their board's composition and structure in terms of independence, diversity, resources, and experience by the adoption of sound Corporate Governance Code guidelines. By so doing, the board can perform its function more effectively and efficiently. Thus, better board composition and structure bring sound Corporate Governance practice in an organisation (Fung, 2014) because the board of directors are an essential internal control (Fama, 1980: Fama and Jensen, 1983). As a result, due to better board supervision, firms financial position improves/high-quality firm (Radu, 2012). On similar lines, Fama and Jensen (1983) explain that sound Corporate Governance is the main component to improve an organisation's performance. Due to a better firm financial position, the firm's management wants to signal this performance to the capital market (Hamrouni et al., 2015), enhancing governance disclosure and reducing information asymmetry (Li et al., 2008: Cormier et al., 2010). According to Bini et al. (2010), management of better financial position/high-performance firms will adopt accounting strategies that let their better performance be disclosed, while management of worse financial position/lower performance firms will take accounting strategies that help them hide their performance. 

In summary, Signalling Theory also can offer explanations about governance disclosure. The theory proposes that companies use information disclosure as a signal to the capital market to satisfy existing shareholders, attract potential investors/creditors, improve their image/reputation and lower capital cost. This theory recommends that better financial position/high-quality firms signal their performance to market and distinguish themselves from low-quality firms. Additionally, the Signalling Theory considers information disclosure an instrument adopted by corporate managers to differentiate from others on successes.
4.5 Stakeholder Theory Perspectives - Overview – Stakeholder Concept/Definition
 Freeman and Reed (1983) claim that stakeholders are groups or individuals; without whose support, the business would not survive. They propose two definitions of stakeholders - a wide sense and narrow sense: "The wide sense of stakeholder – any identifiable group or individual who can affect the achievement of an organisation's objectives or who is affected by the achievements of an organisation's objectives – public interest groups, protest groups, government agencies, trade associations, competitors, unions, as well as employees, customers’ segments, shareowners, and others are stakeholders, in this sense.

The narrow sense of stakeholder – any identifiable group or individual on which the organisation is dependent for its continued survival – employees, customer segments, certain suppliers, key government agencies, shareowners, certain financial institutions, as well as others are all stakeholders in the narrow sense of the term" (Freeman and Reed, 1983: P 91). 

Carroll (1994) defines stakeholders in more embracive terms, as those who have a direct or indirect interest and concern in an organisation on similar veins. In other words, a stakeholder is an individual who has a stake in the activities of a corporation and has something at risk (Argenti, 1993). 
4.5.1 A Wider Perspective of Governance 

The classic view of an organisation is to make a profit and maximise shareholders’ wealth.  In well publicised terms, Friedman (1970) holds that an organisation's sole social responsibility is to utilise its resources and involve in actions designed to maximise its profits but while staying within generally agreed rules and regulations with in open and free competition and without fraud and cheating. 

Stakeholder Theory also contends that other individuals and groups beyond shareholders can benefit from firm actions. Therefore, it recommends the protection of all stakeholders' and their varying rights, and proposes broadening the role and responsibilities of management, rather than only focusing on shareholders and firm's profit maximisation (Freeman, 2010).
However, since the publication of Freeman's milestone book, "Strategic Management: A Stakeholder Approach" (1984), organisational stakeholders' ideas have received closer and greater attention from management scholars. Some argue in favour, and others are against a wider perspective of governance. Regardless, Stakeholder Theory supports the argument that the role of management is more than maximizing shareholder's wealth. Its central theme is to protect the interests of those who can contribute to, and provide assistance towards achieving the organisation's objectives (Phillips, 2001: Chiu and Wang, 2014: Antonelli et al., 2017).
Jones and Wicks (1999) set out four main propositions of Stakeholder Theory, as follows: 

i. The organisation has relations and dealings with various stakeholders that affect and are affected by its actions and activities.

ii. Stakeholder Theory is concerned with the nature of these relations and dealings about actions and output for the organisation and its stakeholders.

iii. Stakeholder Theory proposes that each and every stakeholder's interests has integral value, and it is not expected that any one group of stakeholders' interests should dominate the others.   

iv. Stakeholder Theory emphasises managerial decision making.

4.5.2 Main Branches of Stakeholder Theory

There are two main streams of Stakeholder Theory: Instrumental Stakeholder Theory and Moral Stakeholder Theory. The body of literature that emphasises the relationship between business expected returns and taking stakeholders on board is called Instrumental Stakeholder Theory. While on the other hand, literature focusing on the fundamental value of taking stakeholders on board is called Moral Stakeholder Theory (Donaldson and Preston, 1995: Phillips, 2003).

Within Instrumental Stakeholder Theory, many prior studies attempt to answer the basic question of whether firms enhance their performance when maximising the extent to which they address and satisfy the interests of various stakeholders. While they have not find a definite answer, prior studies show that taking stakeholders on board often enhances organisational performance (Jones, 2016).
Conversely, according to the Moral Stakeholder Theory perspective, giving attention to various stakeholders is not only because the firm's performance relates to it but "the right thing to do" (Gibson, 2000: Philips et al., 2003: Jones et al., 2007). 

4.5.3 Stakeholder Trust Theory - Managing Stakeholders via Disclosures. 

For continued success and long-run existence of an organisation demand support and trust from its stakeholders. This support, endorsement, and trust could be got by engaging different stakeholders and accomplishing their expectations (Gray et al., 1995). Nevertheless, stakeholders have varying expectations of a business. For instance, shareholders expect wealth maximisation, employees want a better salary and job security, while creditors expect safety and return on their investments, whereas policymakers want compliance with relevant regulations. In this regard, the essential role of corporate managers is to look after all stakeholders' needs, demands, and expectations and manage conflict among them (Chiu and Wang, 2014). Because the firms that cope with their various stakeholders' expectations perform well, which is a vital component for being competitive. 

To address the varying interests of diverse stakeholders and get their support and trust, corporate managers possibly use governance disclosures to communicate between an organisation and its stakeholders (Gray et al., 1995). Corporate managers can also use disclosures to fend off stakeholders' disapproval. Deegan (2002) argues that, sometimes, corporate management discloses information to a specific group of stakeholders to demonstrate that they are meeting their intentions. However, different stakeholders require diverse information and pursue varying priorities. Additionally, the power and position of stakeholders in an organisation may affect disclosure decisions.  Rowley (1997) suggests that organisations do not address every stakeholder personally, but must still respond to different stakeholders' concurrent demands. Therefore, corporate management needs to balance stakeholders' information needs. Hence, effective practice of governance disclosure policy possibly helps engender faith and trust-building with all stakeholders - Stakeholder Trust Theory perspective. 
There is some criticism about the Stakeholder Theory as well.  This is because Sternberg (1997) contends that Stakeholder Theory is unfit and unsuited to corporate governance. This is because he argues, Stakeholder Theory does not focus on maximising owner value in the long run. The theory provides a basis for corporate managers not to be accountable to their owners. Moreover, finding the right balance between stakeholders' interests is a very delicate task, and by so doing, corporate managers get an excuse not to fulfil their fundamental duty, which is owner value maximisation and answerability.

In summary, companies do not exist by isolating themselves from society. To succeed in the long-term, the board of directors are responsible for companies' strategic direction - need to build and maintain a positive relationship with a wide range of stakeholders. The success of these relations depends on respect, trust, and mutual benefits. It can be achieved through integrity, openness, and responsiveness to wider stakeholders' views. In this regard, Stakeholder Trust Theory has the potential to offer useful insights in terms of governance disclosure quality it argues that corporate managers can use governance disclosure as an instrument to satisfy different stakeholders' needs and in so doing build the relationship of trust. 

4.6 Selected Theoretical Research Frames 

By reviewing all the above-mentioned theories, it is noticeable that none of these theories offers a really comprehensive insight into governance disclosures. Thus, a combined assessment of two or more theories may help towards a better understanding of the phenomena of governance disclosure practices – both voluntary and statutory. After careful consideration of all the four theories, only the two most relevant theories – Signalling Theory and Stakeholder Trust Theory - are selected as a theoretical base for this research. The possibly logical reason is that Signalling Theory and Stakeholder Trust Theory can offer useful insights in terms of governance disclosure. Within this context, their perspectives are of consequence and both potentially important. There appears to be some interrelated concepts and strands shared by Signalling Theory and Stakeholder Trust Theory. These theories address the information asymmetry problem but consider its effects differently, supporting the view that enhanced and quality governance disclosure can help reduce information asymmetry between corporate managers and stakeholders. Further, these theories contend that governance disclosure improves sound Corporate Governance practice. There are logical associations between Signalling Theory and Stakeholder Trust Theory, and their explanations about governance disclosures are complementary.

Consequently, there is good cause for examining these theories simultaneously. By so doing, a more embracive and comprehensive insight into governance disclosures could be gained. Thus, using the Signalling Theory and Stakeholder Trust Theory lens, there is a good basis for sets of individual and inter-linked theoretically based hypotheses to be developed. These hypotheses have their genesis and reasoned base within Signalling Theory and Stakeholder Trust Theory. Figure 4.3 below shows a Venn diagram of research selected [image: image1.jpg]London
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Figure 4.4 below shows the comprehensive conceptual model derived from Signalling and Stakeholder Trust Theories.  Figure 4.4, visualises how better board composition and structure, through adoption of sound Corporate Governance Code guidelines, brings about good Corporate Governance practice in organisations. By so doing, board monitoring ability is enhanced, and its performance improves.  Stakeholder Trust Theory explanation, corporate managers act in various stakeholders' interests due to effective board monitoring. As a result, corporate managers release additional information and governance disclosure quality is enhanced. 

On the other hand, according to the Signalling Theory explanation, a firm's financial position likely improves due to effective board monitoring. Therefore, corporate managers feel confident and signal this better performance to the capital market. As a result, they disclose extra information, which enhances governance disclosure.

In the present research the conceptual model takes a direction by examining the impact of the SECP CG Code's revisions on board composition and functioning strengthened board role, improvement in the firm's financial position, and an enhanced governance disclosure quality. Accordingly, this doctoral research thesis follows the input-mediators-output approach. In this model, the governance disclosure quality is a dependent variable. The inputs are board composition and functioning. The mediating variable is the firm financial position, and the moderating variable is the revision of the SECP CG Code. It is a departure from the traditional usual input-output model of the research of this nature. In doing so, the conceptual model contributes to the existing literature and simultaneously presents a new research orientation in terms of corporate governance studies using Signalling and Stakeholder Trust Theories. 













4.7 Chapter Summary
This chapter has been premised on the fact that the motives behind the governance disclosures are important issues that have attracted reasonable attention from both academics and practitioners (Deegan, 2002. However, it is noticeable that there is no consensus on a single theory within the academic world that offers rationalized and inclusive theoretical insights into governance disclosures. Accordingly, this chapter has examined in some detail and extant the nature characteristics of 4 potentially relevant corporate governance theories, Signalling Theory, Stakeholder Trust Theory, Agency Theory and Legitimacy Theory. From these four theories, it then identified two that are more relevant to intent of this reseach. It does this in the distinct potential the combining these two theories may help better understand the motives behind such governance disclosure practices (Laan, 2009: An et al., 2011). Furthermore, it is feasible and possible that by combining these theories, one identifies assumptions to enhance financial reporting policy choice – a feature that is not possible to achieve from each theory alone. 
This chapter is predicated on the premise that Signalling Theory and Stakeholder Trust Theory have distinct explanations of the same issue of governance disclosures. In other words, these theories paint the same portrait in diverse shades, which provide helpful understandings into the subject area. Signalling Theory and Stakeholder Trust Theory have the potential to offer useful insights in terms of governance disclosures. Within this context, Signalling Theory and Stakeholder Trust Theory perspectives are consequential and both potentially important. 

The doctoral research objectives attempt while considering them through the "Signalling Theory and Stakeholder Trust Theory ". Accordingly, appropriate research hypotheses develop for testing, with them being grounded within the above-mentioned theories.

5 CHAPTER 5 - RESEARCH HYPOTHESES DEVELOPMENT
5.1 Introductory Comments

The previous chapter of this doctoral research thesis examines the explanatory potentiality of four theories – Agency Theory, Signalling Theory, Legitimacy Theory and Stakeholder Trust Theory – to determine the utility of and any possible logical associations between the explanations of these theories in terms of governance disclosures quality. This chapter develops appropriate research hypotheses for testing, grounded within the two theories selected for this doctoral research – Signalling Theory and Stakeholder Trust Theory.

Revisions of the SECP Corporate Governance Code, 2012 and 2017, are expected to enhance sound Corporate Governance practice in Pakistan. As a result, board effectiveness and banks' financial position should have improved, and ultimately, governance disclosure quality is enhanced. Thus, using (Managerial) Signalling Theory and Stakeholder Trust Theory lenses, there is a reasonable need and opportunity to examine how, when, and to what extent the board characteristics linked with governance disclosure quality particularly, influence Corporate Governance quality in general. 

The research evaluates such features within the listed Pakistani banking sector. The research examines the affiliation (if any) among the governance disclosure quality and characteristics sets within these settings. Considering the above, using the Signalling Theory and Stakeholder Trust Theory settings, there is a good case for 44 hypotheses to be developed. The 44 hypotheses tested within the research have their genesis and reasoned base within Signalling Theory and Stakeholder Trust Theory. 
The remainder of the chapter is structured as follows: Section 5.2 discusses the SECP CG Code's revisions and governance disclosure quality. Section 5.3 presents the bank’s financial position and governance disclosure quality. Section 5.4 describes Corporate Governance reforms and bank financial position. In Section 5.5, provides details about board composition, functioning and governance disclosure quality. Section 5.6 offers details about Corporate Governance reforms and compliance levels. Section 5.6 present a summary of the chapter.   

5.2 Revisions of SECP CG Code & Governance Disclosures (Hypotheses 1-3)
The Security and Exchange Commission of Pakistan (SECP) took the initiative in 2012 and 2017 to revise the current Pakistani Corporate Governance Code to improve the Pakistani listed firms' corporate governance and disclosure practices. Therefore, the a priori expectation of the research is that the revisions of the SECP Corporate Governance Code, 2012 and 2017 enhanced sound Corporate Governance practice in the Pakistani listed banking sector. This would have been enabled with the help of an effective board and audit committee composition and the application of enhance guidelines required by the revised SECP code. As a result, Pakistani listed banks' governance disclosure quality should have been enhanced after each revision of the SECP code. 

It is also an a priori expectation that the financial position of Pakistani listed banks would have improved after each revision of the SECP due to enhanced and better Corporate Governance practices. Consequently, it is expected that the governance disclosure quality of Pakistani listed banks is enhanced after each revision of the SECP code. This might be because Signalling Theory suggests that higher financial quality banks tend to disclose even more information than required to distinguish themselves from lower-quality banks.  Further, Stakeholder Trust Theory, information disclosure can be used to satisfy the needs of various stakeholders and thereby improve the relationship of trust. 

Thus, using (Managerial) Signalling Theory and Stakeholder Trust Theory lenses, there is a good basis and opportunity to examine how, when and to what extent, good governance, the board and audit committee composition and functioning, and the banks financial position influence and mediate governance disclosure quality. The research also expects that the SECP code's revisions act as a moderator and the above-mentioned relationship is stronger after each revision. 

Within these settings, the research examines the association across governance disclosure quality, board and audit committee composition and functioning and bank's financial position. Considering the above and using hypotheses developed from the Signalling Theory and Stakeholder Trust Theory settings within following paragraphs 44 hypotheses are developed and then tested.
Prior Empirical Literature
Prior Empirical researchers have investigated the impact of corporate governance reforms on corporate governance practices and disclosure. For instance, Han et al. (2014) find that the overall information environment could improve through sound Corporate Governance and eventually reduce the information asymmetry problem. Sanan and Yadav (2012) find empirical evidence indicating that the financial disclosure of Indian firms moderately improved after the Security and Exchange Board of India (SEBI) Corporate Governance reforms. In the same Vein, the corporate governance standards and voluntary corporate governance disclosure of South African firms improved after the King II Report (Ntim et al., 2013). 

Similarly, Goel (2018) explores India's corporate governance reforms' effectiveness by investigating corporate governance practices in two different time-periods (FY 2012-13 and 2015-16). The author developed a corporate governance performance (CGP) index to measure the corporate governance score of Indian companies. The relevant findings show significant progress in corporate governance practices and disclosure after the relevant India's corporate governance reforms.  

Thus, there are adequate pieces of evidence to suggest that governance disclosure quality of Pakistani listed banks would have improved as a consequence of the revisions of the SECP CG Code 2012 and 2017. Hence, the first set of three research hypotheses generated for testing are:

H1a: That Total Governance Disclosure Quality of Pakistani listed banks improved after the 2012 revision of the SECP CG Code

H1b: That Total Governance Disclosure Quality of Pakistani listed banks further enhanced after 2017 revision of the SECP CG Code

H2a: That Mandatory Governance Disclosure Quality of Pakistani listed banks improved after the 2012 revision of the SECP CG Code

H2b: That Mandatory Governance Disclosure Quality of Pakistani listed banks further enhanced after 2017 revision of the SECP CG Code

H3a: That Voluntary Governance Disclosure Quality of Pakistani listed banks improved after the 2012 revision of the SECP CG Code

H3b: That Voluntary Governance Disclosure Quality of Pakistani listed banks further enhanced after 2017 revision of the SECP CG Code

5.3 Bank Financial Position and Governance Disclosure Hypothese
Theoretical Literature
Signalling Theory argues that the information asymmetry between management and shareholders/stakeholders can be reduced by management by providing additional information as a positive signal to the capital market (Connelly et al., 2011). The signal's aim is often to show a certain quality of the signaller or the signaller's environment. Frolov (2004) states that a corporate decision whether to make private information public or not is based on the benefits of making information public. Therefore, it is considered that when a firm register profit and a positive return on equity, managers disclose extra information to outsiders because they feel more confident in the firm's results and financial position (Radu, 2012). Hence, higher financial quality banks' management has the opportunity and incentive to disclose extra information to give a positive signal to the capital market and distinguish themselves from low-quality firms (Kirmani and Rao, 2000). Similarly, according to Bini et al. (2010), better financial position/high-performance firms would adopt accounting strategies that let their better performance be disclosed. Equally, the management of weak financial position/lower performance firms would take accounting strategies to help them hide their performance and so disclose accordingly. 
Prior Empirical Literature
Empirically, Bini et al. (2010) find that although governance disclosure depends on many factors, profitability is one of the most critical elements. In line with Signalling Theory explanations, they find that more profitable firms disclose extra information to the capital market, while firms that cannot yield positive economic performance prompt a "massage" of their information and its disclosure. Moreover, they find that profitable firms signal their performance independently without any legal requirements to do so. In similar vein, Campbell et al. (2001) conclude that Signalling Theory is the most appropriate (but not comprehensive) theory in governance disclosure. Empirically they determine that companies voluntarily disclose mission statements in their Annual Reports in order to signal to various stakeholders. 

Employing Signalling Theory, Dainelli et al. (2013) examine the signalling strategies of Italian listed firms and find that by applying signalling mechanisms, more profitable firms tend to disclose a higher number of performance indicators in their Annual Reports.

Similarly, using the Signalling Theory lens, Marston and Polei (2004) determine that managers of highly profitable firms tend to disclose more information in order to send a positive signal to the capital market possibly in order to raise low-cost capital. In contrast, unprofitable or less profitable firms are inclined to disclose less information that they can hide their poor performance (Aljifri et al., 2014). 

Al-Moataz and Hussainey (2013) find profitability to be the primary determinant of corporate governance disclosure in Saudi Arabia. Consistent with these authors, Barros et al. (2013) determine that more profitable firms tend to make greater voluntary disclosures. Hossain (2008) examines company-specific attributes and total disclosure (mandatory and voluntary) in the Indian Annual Reports of the banking sector. His findings indicate that bank size, probability, and board composition are significant variables explaining the disclosure level. However, Marston (2003) do not find a significant association between profitability and internet disclosure.

On the other hand, Harun et al. (2020) find a significant negative association between CSR disclosure and firm value in GCC Islamic banks. They explain this negative relationship between disclosure and firm value through the Signalling Theory perspective. Their findings do not support the idea that Islamic banks use corporate disclosure to distinguish themselves and improve their competitive advantage through increasing firm value. 

A Priori Expectation Due to Revisions of the SECP Code, 2012 and 2017
Accordingly, a priori expectation is that due to the revisions of the SECP Code, 2012 and 2017, the corporate governance practice in Pakistani listed banks has improved, as a consequence of more effective board composition and functioning through the enhanced guidelines of the SECP revised codes, 2012 and 2017. Consequently, the banks' financial position would have improved, and governance disclosure quality would have enhanced. Therefore, using the (Managerial) Signalling Theory lens, there is a reasonable basis and opportunity to examine how, when, and to what extent the bank financial position is linked with and influenced governance disclosure quality. The general expectation of the revisions is that this relationship is more potent after each revision of the SECP CG Code.  

Taking regards for all he above, there is sufficient evidence to suggest that profitable banks apply better monitoring and consequently governance disclosure quality and bank's better financial position are positively related. On that basis, it is appropriate to infer that the bank's financial position positively affects disclosure quality. Hence, the next set of research hypotheses generated for testing is:

5.3.1 Hypothesis 4 – The Bank Financial Position Hypothesis

H4: That the bank financial position (ROE) is positively and significantly associated with governance disclosure quality                                                     

GDQ = α + β1BFP
5.4 Corporate governance Reforms and Bank Financial Position 

In a broader context, corporate governance can be considered as a significant variable that can potentially influence an economy's growth prospects because good governance practices minimise risk, improve financial performance, and attract more investment. 

Theoretical Literature
The board of directors plays an essential role in effective board monitoring and bringing sound Corporate Governance practices to a firm (Li et al., 2008). Applying Spence (1973) Signalling labour market model of education in an organisation’s context, better board monitoring through effective board composition and functioning is a positive signal for both insiders – management and outsiders – shareholders/stakeholders (Certo et al., 2001). For management, in a sense that when corporate managers know that they are under the supervision of an active board monitoring, they possible align themselves with stakeholders' interests. As a result, the firm's financial position improves (Li et al., 2008). 
On the other hand, stakeholders feel confident that their investments are safe with better board composition and functioning, as the board of directors is more than capable of performing their function. In this regard, Signalling Theory explanations have been used in previous literature to examine the signalling value of board attributes (Certo, 2003).

Prior Empirical Literature
Empirically, Arif and Syed (2015) study Pakistani commercial banks and financial services companies. They argue that countries having sound Corporate Governance practices tend to have better growth in their financial sector. In the same vein, Ashraf et al. (2017) findings show that sound Corporate Governance practices in the Pakistani textile sector significantly impact its financial performance. 

In a recent research, Goel (2018) conclude that better corporate governance performance leads to an enhanced financial position and revenue growth. Also, Monda and Giorgino (2013) researched five different countries, namely France, Italy, Japan, the UK, and the USA; their findings confirm a positive and statistically significant relationship between corporate governance and firm value. Arora and Bodhanwala (2018) reveal a significant and positive association between the Corporate Governance Index and firm performance. They also argue that the firms maintaining high governance standards would have gained a positive perception from investors. 

Similarly, Gerayli et al. (2011) find that the board of directors' effectiveness is associated with sound Corporate Governance and minor information asymmetry in Iranian listed firms. Therefore, board effectiveness could be seen as an initial signal of sound Corporate Governance (Certo et al., 2001). In other words, prestigious directors in board composition serve as a positive signal to stakeholders and investors about firm possible performance, because directors are essential in bringing sound Corporate Governance practice in organisations. A research conducted in Jordan find a direct relation between Corporate Governance and profitability (Al-Saeed, 2013).  Equally, Blendinger and Michalski (2018), sound Corporate Governance increases the firm's financial position.

A Priori Expectation Due to Revisions of the SECP Code, 2012 and 2017
Taking regard for the immediately preceding paragraphs, the a priori expectation is that each revision of the SECP code brought sound Corporate Governance practices in the Pakistani listed banks through enhanced board and audit committee composition and functioning guidelines. As a result, the financial position of Pakistani listed banks improved after each revision of the SECP. Accordingly, the research examines the association across the board and audit committee composition and functioning, and the bank's financial position. Having regard to the above, using the Signalling Theory and Stakeholder Trust Theory settings, there is good basis for seven further hypotheses to be tested within the research. These hypotheses have their genesis and reasoned base within Signalling Theory and Stakeholder Trust Theory. 

H5 (a): That the percentage of Independent Non-Executive Directors in overall board composition is positively and significantly associated with Bank Financial Position (ROE)

BFP = α + β1IND

H6(a): That the percentage of Independent Non-Executive directors in the Audit Committee is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β3 IAC

H7(a): That the CEO duality is negatively and significant associated with Bank Financial Position (ROE).

BFP = α - β4 CED

H8(a): That the Board Size is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β5 SIZ

H9(a): That the Board’s Gender Diversity is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β6 GEN

H10(a): That the Number of Board Meetings is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β7 NBM
H11(a): That the Number of Audit Committee Meetings are positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β8 NAM

5.5 Board Composition and Functioning and Governance Disclosure Quality 

Theoretical Literature
In prior literature, management scholars have used Signalling Theory in various research settings to clarify the impact of information asymmetry (Sanders and Boivie, 2004: Janney and Folta, 2006: Zhang and Wiersema, 2009: Stern and James, 2015). The range and scope of context in which potential information asymmetry occurs and Signalling Theory explanations can apply has been expanded. In this regard, Connelly et al. (2011) document that in recent years, the use of Signalling Theory has been increased in management literature. Furthermore, Certo (2003) explains that companies strive for legitimacy to survive in the capital market, and one possible way to succeed in this effort is by signalling their unobservable quality through a prestigious board of directors (Certo et al., 2001). Mutiva et al. (2015) concludes it is hard for management to send a misleading signal to the market due to effective board monitoring that improves the credibility and quality of information disclosure. This would be a credible and reliable signal because poorly governed firms could not send out such positive signal. Further, on this matter, Bini et al. (2010) argue that the signal's integrity in the principal's judgment makes the signal more efficient.  
Prior Empirical Literature
Several researchers find an association between governance disclosure and board composition and functioning in prior literature. Empirically, Al-Moataz and Hossainey (2013) examine the relationship between Corporate Governance mechanisms, firm characteristics, and corporate governance disclosure requirements by the board of the Saudi Capital Market Authority (CMA), 2006. Their research suggests some insights into governance mechanisms and firm characteristics that meaningfully drive corporate governance information disclosure. They empirically find that board independence, audit committee size, liquidity, gearing, and profitability are significant determinants of corporate governance disclosure in Saudi Arabian listed firms. Watson et al. (2002) find some evidence of association between voluntary disclosure of ratios and firm size, performance, and industry in the UK context. 

Additionally, Xiao et al. (2004) examines the determinants and characteristics of some Chinese listed firms' voluntary internet-based disclosures. They find a positive association between firms' attributes and voluntary internet-based disclosures. Moreover, Sartawi et al. (2014) examine board composition, firm characteristics and voluntary disclosure of some Jordanian listed firms. They find a significant and positive association between foreign directors' presence on the board, the director's age, and voluntary disclosure. Equally, they find a negative association between board ownership concentration and voluntary disclosure.

A Priori Expectation Due to Revisions of the SECP Code, 2012 and 2017
The a priori expectation of the research is that the revisions of the SECP Corporate Governance Code, 2012 and 2017 would have improved Corporate Governance practice in the Pakistani listed banking sector as a consequence of more effective board and audit committee composition, and better functioning through enhanced guidelines of the SECP code. As a result, Pakistani listed banks' governance disclosure quality would have been enhanced after each revision of the SECP code. 

A related a priori expectation is the financial position of Pakistani listed banks has improved after each revision of the SECP as a result of enhanced or better Corporate Governance practices. Consequently, it is expected that the governance disclosure quality of Pakistani listed banks would have been enhanced after each revision of the SECP code. 

Thus, using Managerial Signalling Theory and Stakeholder Trust Theory lenses, there is a reasonable basis and opportunity to examine how, when and to what extent the analysis of good governance and the board and audit committee composition and functioning and banks financial position influence and mediate governance disclosure quality. The research expects that the SECP code's revisions act as a moderator, and the stated relationship is more substantial after each revision. Within these settings, the research examine association across governance disclosure quality, board and audit committee composition and functioning and the bank's financial position. 

Having regard to the above, using the Signalling Theory and Stakeholder Trust Theory settings, there is a good basis for the following hypotheses, when have their genesis and reasoned base within Signalling Theory and Stakeholder Trust Theory to be tested. Accordingly, the following hypotheses are duly developed using Signalling Theory and Stakeholder Trust Theory. 

5.5.1 Hypothesis 5 – The Board Independence Hypothesis

while the Executive Directors are often specialists in their field, have more knowledge about the banking sector, and have better experience about day to day activities and policies, in relation to independence and fresh ideas, there is a need for Independent Non-Executive Directors within board composition and structure. Independent Non-Executive Directors (IND) play a vital role in protecting the shareholders' interest from the management (Tariq et al., 2014).  Donnelly and Mulcahy (2008) contend that one of the most important factors that align the interests between the shareholders and corporate managers is the board's independence. 

Prior Empirical Literature
In prior literature, several researchers have tried to find an association between governance disclosure and the proportion of independent directors in board composition. The results of their studies are a mix (Gisbert and Navallas, 2013). 

For instance, the research conducted by Beekes and Brown (2006) on 250 Australian firms find that firms which better governed do disclose more information. In a similar vein, Htay et al. (2012) finds in a Malaysian – based research that Malaysian listed banks disclose more information when they have a higher percentage of Independent Non-Executive Directors in their board composition. A study conducted by Chen and Jaggi (2000) documents that comprehensive financial disclosure is positively associated with the boards that have mostly independent non-executive directors. Equally, Donnelly and Mulcahy (2008) and Barros et al. (2013) empirically find a positive relation between Independent Non-Executive Directors in the board and corporate governance disclosure. The findings of Gul and Leung (2004); Cheng and Courtenay (2006); Byard et al. (2006); Htay et al. (2012); Salem et al. (2019); Husted and de Sousa-Filho (2019) and Shan (2019): Sandhu and Singh (2019) all consistently show that board with a higher portion of Independent Non-Executive Directors lead to higher information disclosure about the firm and increase transparency. It is suggested that this is because that higher representation of Independent Non-Executive Directors encourage management to disclose more quality information. 

Conversely, however, Allegrini and Grenco (2011) find no relationship between Independent Non-Executive Directors and corporate governance disclosure. Additionally, Sartawi et al. (2014) find an non-significant relationship between Independent Non-Executive Directors and voluntary disclosure in Jordanian firms. 

 Recommendations of the SECP code 2002, 2012 and 2017

There is a difference between Independent Non-Executive Director and Non-Executive Director. SECP (2012) more clearly define, Independent Non-Executive Director as 

"A director who is not connected or does not have any other relationship, whether pecuniary or otherwise, with the listed company, its associated companies, subsidiaries, holding company or directors". 

Prior to that SECP Code of Corporate Governance, 2002 recommended that at least one Independent Non-Executive Director preferably on-board composition, while the SECP revised Code of Corporate Governance, 2012 recommends that at least one Independent Non-Executive Director shall be on board composition. Finally, the 2017 revision of the code requires at least two Independent Non-Executive Directors be within the board composition (Secp.gov.pk, 2017).

Finally, the State Bank of Pakistan prudential regulation for corporate/commercial banks, the corporate board of banks shall have at least 25% representation of Independent Non-Executive Directors within its board composition.
A Priori Expectations Due to the SECP Enhance Provisions Regarding Board Independence
The principal objective of the provisions immediately preceding is to improve Corporate Governance and corporate reporting transparency in Pakistani listed banks through effective board composition and functioning. Given that objective, this research examines and evaluates whether (or not) the SECP and SBP achieved this objective by empirically testing the relationship between board composition and function and governance disclosure quality (a proxy of sound Corporate Governance practices) and how this relation might be mediated by the banks financial position. The research expects that this relationship will be more potent after each revision of the SECP code.

There is good evidence to suggest that Independent Non-Executive Directors foster better monitoring, and to indicate that the quality of board monitoring and percentage of Independent Non-Executive Directors in the board is positively related. On that basis, it would be appropriate to infer that the overall percentage of Independent Non-Executive Directors in board composition and functioning would positively affect governance disclosure quality. Thus, the research fifth hypothesis generated for testing is:

H5 (b1): That the percentage of Independent Non-Executive Directors in overall board composition is positively and significantly associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α + β1 IND_SECP02
H5 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β1a IND + β1b IND_SECP12 + β1c IND_SECP17

H5 (c1): That the relationship between the percentage of Independent Non-Executive Directors in overall board composition and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α + β1 IND_SECP02 + βm BFP

H5 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β1a IND + β1b IND_SECP12 + β1c IND_SECP17+ βm BFP
5.5.2 Hypothesis 6 – The Audit Committee Hypothesis

An audit committee's independence can contribute to the board as a monitoring device (Allegrini and Grenco, 2011). In a modern organisational structure, there is a crucial need for the board of directors to control and monitor their companies through the independent audit committee (Boyd, 1995; Kiel and Nicholson, 2003: Barros et al., 2013). The audit committee has an essential role in an organisation's supervision mechanism, and in the backdrop of recent corporate governance scandals, this role has become vital.

Prior Empirical Literature
Allegrini and Grenco (2011) provide empirical evidence that the audit committee's independence is positively associated with the level of voluntary disclosure. Similarly, Karamanou and Vafeas (2005) show that companies with effective board and audit committee structures are more likely to disclose voluntary earnings forecasts. Moreover, Kabara et al. (2019) empirically determine that audit committee independence positively and significantly affects voluntary disclosure in Nigerian listed firms. Likewise, Salem et al. (2019) investigates the influence of audit committee independence and risk disclosure quality. They find a significant and positive association between audit committee independence and quality of risk disclosure. Along the same line, Barzegar et al. (2019) empirically determine a significant and positive association between audit committee independence and CSR disclosure among 133 listed companies on the Tehran Stock Exchange. Nawafly and Alarussi (2019) argue that audit committee independence is positively and significantly related to the disclosure quality of financial reporting. Buallay and Al-Ajmi (2019) analyse the determinants of sustainability reporting among the banks in GCC countries. They report that audit committee independence consistently plays a vital role in determining the extent of disclosure.  

Conversely, Ramadhan (2014) find no relationship between the extent of voluntary disclosure and audit committee independence in Bahrainis firms. 

Recommendations of SECP Code 2002, 2012 and 2017

The SECP Code of Corporate Governance, 2002 recommends that the chairman of the audit committee and the majority of its members be preferably NEDs, while the SECP revised Code of Corporate Governance 2012 recommends that the chairman of the audit committee shall be an Independent Non-Executive Director and the audit committee shall be composed of NEDs.  Later in 2014, the SECP amended the mandatory requirement that the chairman of the audit committee for listed companies be an independent director to the order of a voluntary condition.

To ensure internal/external audit assurance, the SECP revised Code of Corporate Governance 2012 also makes it compulsory that the audit committee for listed companies shall be composed of a minimum of three non-executive directors. Additionally, at least one member must have appropriate financial experience, skill, and expertise. 

The SECP code 2017 recommends that the audit committee Shall be composed of a minimum of three members, with at least one independent director, and the chairman shall be an independent director.

Moreover, the State Bank of Pakistan prudential regulation for corporate/commercial banks, the audit committee's chairperson should be an Independent Non-Executive Director.
A Priori Expectations Due to the SECP Enhance Provisions Regarding Audit Committee Independence.

The main objective of the immediately preceding provisions is to improve Corporate Governance and corporate reporting transparency in Pakistani listed banks by enabling a more effective audit committee composition. Consequently, the research examines and evaluates whether (or not) the SECP and SBP have achieved this objective and empirically tests the relationship between audit committee composition and governance disclosure quality (a proxy of sound Corporate Governance practices). It also assesses how this relation might be mediated by the bank’s financial position. Given prior evidence, the research expects to find that this relationship is more potent after each revision of the SECP code. 

Taking regards for the immediately preceding paragraphs, it would be appropriate to infer that the overall percentage of Independent Non-Executive Director in the board's audit committee positively affects the quality of governance disclosure. Thus, the sixth research hypothesis generated for testing is:

H6(b1): That the percentage of Independent Non-Executive directors in the Audit Committee is positively and significantly associated with Governance Disclosure Quality

GDQ = α + β3 IAC
H6 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α + β3a IAC + β3b IAC_SECP12 + β3c IAC_SECP17

H6(c1): That the relationship between Independent Non-Executive directors and Governance Disclosure Quality is mediated by Bank Financial Position (ROE).

GDQ = α + β3 IAC + βm BFP

H6(c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions
GDQ = α + β3a IAC + β3b IAC_SECP12 + β3c IAC_SECP17+ βm BFP
5.5.3 Hypothesis 7 – CEO Duality Hypothesis

CEO duality refers to a state where the Chief Operating Officer (CEO) also acts as chair of the board of directors. There is subjective evidence that a powerful personality leading a firm may be unfavourable to shareholders' interests (Forker, 1992). The reason behind this argument is that governance mechanisms and arrangements, like independent non-executive directors put pressure for good disclosure, which is then opposed by dominated personalities. Therefore, it is probable that they will be less willing to appoint independent and non-executive directors on the board. 

An alternative logic could be that board decisions tend to benefit managers, rather than shareholders, due to management concentration. According to Finkelstein and D' Aveni (1994), board monitoring ability and are effectiveness reduced when CEO duality is present.  Beretta and Bozzolan (2005) determine that firms with a separation of chairman and CEO roles, outperform firms with CEO duality. 

Prior Empirical Literature
Empirically, Htay et al. (2012) determines that in the context of Malaysian listed banks, disclose more information when they have separate and singular CEOs and Chairmen. Similarly, Harun et al. (2020) find a significant negative relationship between CEO duality and CSR disclosure in Islamic banking sector within the GCC countries. Along the same lines, Husted and de Sousa-Filho (2019) and Lagasio and Cucari (2019) find a significant negative association between CEO duality and ESG disclosure. 
On the other hand, Shan (2019) find that CEO duality does not impact upon the disclosure related party transactions disclosures within in Chinese firms. Salem et al. (2019) also do not find any significant association between CEO duality and risk disclosure quality in the same vein.  

Recommendations of SECP Code 2002, 2012 and 2017

The SECP Code of Corporate Governance, 2002 recommends that chairperson selection is preferably from within the non-executive directors of listed companies. It is also desirable that the role of chairman and CEO be performed by separate persons. The revised SECP Code of Corporate Governance 2012 and 2017 recommends that the chairman and the company's CEO not be the same person, and the chairperson must be elected among the non-executive directors. These Codes also require that the chairperson be responsible for running the board, while the CEO has responsibility for the business's day-to-day running. Similarly, the State Bank of Pakistan prudential regulation for corporate/commercial banks required that the CEO is not a chairman of the same bank/DFI.

A Priori Expectation Due to Revisions of the SECP Code, 2012 and 2017

The main objective of the provisions mentioned above is to improve the Corporate Governance and corporate reporting transparency in Pakistani listed banks through separate Chairperson and CEO roles. In that context, this research examines and evaluates that whether (or not) the SECP achieved this objective and empirically tests the relationship between CEO duality and governance disclosure quality (a proxy of sound Corporate Governance practices) and how a bank's financial position mediates this relation. The research expects that this relationship is negatively stronger after each revision of the SECP code. 

Therefore, there are sufficient bases of evidence to back the negative relation between CEO duality and disclosure quality. Accordingly, the seventh hypothesis is as follows:

H7 (b1): That the CEO duality is negatively and significantly associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α – β4CED_SECP02
H7 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions. 

GDQ = α - β4a CED - β4b CED_SECP12 - β4c CED_SECP17

H7 (c1): That the relationship between CEO duality and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α – β4 CED_SECP02 + βm BFP
H7 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α - β4a CED - β4b CED_SECP12 - β4c CED_SECP17+ βm BFP
5.5.4 Hypothesis 8 – The Board Size Hypothesis

A common perception in the prior literature is that the larger board is less effective than the smaller board. Those who favour the smaller board, argue that the advantage of the increased monitoring capacity of a larger board is overcome by slower decision-making. A possible reason behind this perception is that most studies are done in developed countries (Ciampi, 2015). However, the nature and circumstances in developing countries are different. Furthermore, the banking sector's complex nature demands a larger board to cover its activities (Stefanescu, 2013). The idea is that the larger board is more likely to bring a diverse viewpoint to the decision-making process.

Prior Empirical Literature
In this regard, empirical evidence reported by Al-Janadi et al. (2013) shows that a larger board offer more experience, knowledge, monitoring capacities and the ability to cover its activities. Further, a study conducted by Sartawi et al. (2014) in Jordan suggests that board monitoring capacity is increased by adding more directors. Thus, enhancing transparency, and increasing voluntary information disclosure. 

Moreover, Allegrini and Grenco (2011) and Husted and de Sousa-Filho (2019) show that the larger board favours outside shareholders. A study undertaken by Cheng and Courtenay (2006) shows a strong relationship between the larger board and voluntary disclosure. A study on the Saudi listed companies shows that a larger board can provide quality disclosure (Al-Janadi et al., 2013). Similarly, Zaheer (2013) and Shahab and Ye (2018) find a positive relation between board size and information disclosure in listed firms from different sectors. A recent study on Islamic banks in the Gulf Corporation Council (GCC) countries shows a significant and positive relationship between board size and CSR disclosure practices (Harun et al., 2020). Through meta-analysis, Lagasio and Cucari (2019) determined that board size enhances ESG disclosure level. However, Sankara et al. (2017) find a non-significant relation between board size and ethical CSR disclosure. Along the same lines, Salem et al. (2019) documents that board size has no impact on the quality of risk disclosure in Tunisian listed banks.

Recommendations of SECP Code 2002, 2012 and 2017
Given the immediately preceding paragraphs, the SECP code has not provided any specific board size guidelines. However, as per Company Act 2017 it is required that a listed company shall have not less than seven directors.

A Priori Expectations Regarding Board Size and Governance Disclosure Quality 

The research expects a positive relation between board size and governance disclosure quality. If appropriate empirical evidence is determined the research intends to provide policy recommendations to the SECP regarding the possible optimal board size of Pakistani listed banks.

Nevertheless, there is reasonable evidence to indicate that a larger board provides better monitoring and support the view that the quality of board monitoring and board size is positively related. On that basis, it would be appropriate to infer, as the present research does, that a larger board can positively affect governance disclosure quality. Thus, the eight-research hypothesis generated for testing is:

H8 (b1): That the Board Size is positively and significantly associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α + β5 SIZ_SECP02
H8 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β5a SIZ+ β5b SIZ_SECP12 + β5c SIZ_SECP17

H8 (c1): That the relationship between Board Size and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α + β5 SIZ_SECP02 + βm BFP

H8 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions. 

GDQ = α + β5a SIZ+ β5b SIZ_SECP12 + β5c SIZ_SECP17+ βm BFP

5.5.5 Hypothesis 9 – The Director's Gender Hypothesis
Around the world, women participation in a corporate board is a “hot” debate. It is being considered in every jurisdiction in order to increase the percentage of female directors on corporate boards. A common perception is that gender diversity in board composition provides differing perspectives and opinions, and this diversity of thought improves the quality of the decision-making process. Singh et al. (2001) determines that women in the boardroom may benefit from the decision-making process by presenting and exchanging new ideas and different perspectives. Additionally, a creative and innovative atmosphere can be developed through gender diversity (Watson et al., 1993).

Prior Empirical Literature
Empirically, in the Pakistani context, Khan et al. (2019) document that board gender diversity can improve corporate social responsibility disclosure quality. Adam and Ferriera (2009) find that female directors have a robust impact on board input and the firm's outcome. They also determined that female directors have a much better attendance record than male directors, and they are more willing to join monitoring committees. Their results show that a diverse board allocates more effort to monitoring. Furthermore, Smith et al. (2006) find a strong association between highly educated women as top executives or board members and firm performance.

Additionally, Sartawi et al. (2014): Katmon et al. (2019) also find a positive relationship between director's gender and voluntary disclosure. Similarly, Salem et al. (2019) empirically examined the relationship between women's presence on board composition and risk disclosure quality through content analysis. Their findings confirm that gender diversity has a positively and significantly influence on risk disclosure quality. Lagasio and Cucari (2019) apply meta-analysis to conclude that women directorship improves ESG disclosure level. 
Husted and de Sousa-Filho (2019) also conclude that a higher percentage of female directors on board composition negatively impacts ESC disclosure in Latin American firms. 
Recommendations of SECP Code 2002, 2012 and 2017

The SECP CG Code 2002 and 2012 considered about board diversity and encouraged a balance board regarding gender, experience, skill, and knowledge. However, these provisions were voluntary. To enhance board gender diversity in the Pakistani listed firms, the SECP CG Code 2017 revision made it mandatory for at least one female director to be within the board composition.
A Priori Expectations Due to the Revisions of the SECP Regarding Board Gender Diversity 
The main objective of the provisions mentioned above is to improve Corporate Governance and corporate reporting transparency in the Pakistani listed banks through board gender diversity. Accordingly, the research examines whether (or not) the SECP has achieved this objective and empirically tests the relationship between board gender diversity and governance disclosure quality (a proxy of sound Corporate Governance practices) and how this relation is mediated by the banks financial position. The research expects that this relationship will be stronger after the revisions introduce by the SECP CG Code 2017. 

Taking regards for the immediately preceding paragraphs, there is reasonable bases and evidence to suggest that diverse boards provide better monitoring and to expect that board monitoring and diversity are positively related. On that basis, it would be appropriate to infer that a diverse board can positively affect disclosure quality. 

Thus, the ninth research hypothesis generated for testing is:

H9 (b1): That the Board’s Gender Diversity is positively and significantly associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α + β6GEN_SECP02
H9 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β6a GEN + β6b GEN_SECP12 + β6c GEN_SECP17

H9 (c1): That the relationship between the Board's Gender Diversity and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α + β6GEN_SECP02 + βm BFP

H9 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.  

GDQ = α + β6a GEN + β6b GEN_SECP12 + β6c GEN_SECP17+ βm BFP
5.5.6 Hypothesis 10 – The Board Meeting Hypothesis
Signalling Theory application would suggest that the market may view a higher number of board meetings as an indication of the board of directors' commitment to an organisation's betterment. It is also a common perception that the board of directors who participate in most board meetings are more likely to perform their duties in the stakeholders' interests (Garcia-Torea et al., 2016). Equally, Stakeholders Trust Theory explanation an increased number of board meetings are more likely to effectively manage business operations and information disclosure in order to satisfy different stakeholders.  

Prior Empirical Evidence
Empirically, Naseem et al. (2017) explores the link between board meetings and CSR disclosure in Pakistan Stock Exchange-listed firms. Their results show that higher board meetings positively link with enhanced CSR disclosure. Similarly, Lama and Dhar (2019) identifies that frequency of board meetings is the main determinant of governance disclosure within Indian listed banks. Equally, Giannarakis (2014) reported a significant and positive association between board meetings and CSR disclosure. 

In contrast, Lagasio and Cucari (2019) conducted a meta-analysis of 24 empirical studies and find mixed results between board meetings and ESG disclosure. The results of Garcia-Sanchez et al. (2020) reveal no association between CSR disclosure and the frequency of board meetings. Similarly, Sandhu and Singh (2019) using Content Analysis to examine the corporate internet reporting practices of 140 Indian listed firms, reveal that frequency of board meetings is not significantly associated with corporate internet reporting practices. 
Recommendations of the SECP CG Code 2002, 2012 and 2017

The SECP Code of Corporate Governance, 2002 requires that the board of directors meet once every quarter of the financial year. So, a minimum of 4 meetings in the financial year. However, surprisingly, SECP in 2012 and 2017 revisions did not increase board meetings' frequency and kept the same requirements. Thus, the tenth hypothesis generated for this research is as follows:

H10 (b1): That the Number of Board Meetings are positively and significantly associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α + β7 NBM_SECP02
H10 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions. 

GDQ = α + β7a NBM+ β7b NBM_SECP12 + β7c NBM_SECP17

H10 (c1): That the relationship between the Number of Board Meetings and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of the 2002 SECP CG Code.

GDQ = α + β1 NBM_SECP02 + βm BFP

H10 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions. 

GDQ = α + β7a NBM+ β7b NBM_SECP12 + β7c NBM_SECP17+ βm BFP
5.5.7 Hypothesis 11 – The Audit Committee Meeting Hypothesis
Signalling Theory implications might suggest that an increased number of audit committee meetings could be a positive signal of increased monitoring and vigilance. Because regular meetings help the committee members assess financial reports and evaluate the executives' performance and practices. 
Prior Empirical Evidence 
In the above context, Al-Okaily and Naueihed (2019) argue that audit committee effectiveness improves information quality and reduces information asymmetry. Empirically, they determine that audit committee meeting frequency is positively and significantly related to performance in non-family firms. Equally, Sandhu and Singh (2019) document a significant and positive relationship between the frequency of audit committee meetings and corporate internet reporting practices in Indian listed firms. In a similar vein, Musallam (2018) and Bicer and Feneir (2019) also find a significant and positive relationship between audit committee meetings and CSR disclosure. In the banking sector specifically, Buallay and Al-Ajmi (2019) demonstrate the frequency of audit committees significantly improves sustainability disclosure and is positively related to the same.
Recommendations of the SECP CG Code 2002, 2012 and 2017
 The revised SECP CG Code 2002 required that the audit committee shall meet at least once every quarter of the financial year and, if requested, by external auditors and the head of internal audit. So, a minimum of 4 meetings in the financial year. The SECP revisions 2012 and 2017 kept this requirement. Thus, there is good basis to suggest that more board meetings lead to improved governance disclosure quality. Accordingly, the eleventh hypothesis generated for this research is as follows:

H11 (b1): That the Number of Audit Committee Meetings is positively and significantly and associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α + β8 NAM_SECP02
H11 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β8a NAM+ β8b NAM_SECP12 + β8c NAM_SECP17

H11 (c1): That the relationship between the Number of Board Meetings and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of the 2002 SECP CG Code.

GDQ = α + β8 NAM_SECP02 + βm BFP

H11 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β8a NAM+ β8b NAM_SECP12 + β8c NAM_SECP17+ βm
5.6 Hypothesis 12 – Compliance with Corporate Governance Reforms 

Previous researchers have tried to find a relationship between the corporate governance framework and disclosure quality. For instance, Beekes et al. (2016) and Stefanescu (2013) document that the level of information asymmetry between corporate managers and outside users of firms' financial information is high in countries where the legal framework surrounding corporate governance is weak and less demanding, as compared to countries where governance mechanisms are of relevantly high quality and more demanding. In other words, in a country with high-quality monitoring mechanisms and a legal framework supportive of corporate governance, the annual report user may encounter fewer information asymmetry issues. Bushman et al. (2003) explain why corporate transparency varies in different countries. They find that corporate governance transparency is mainly related to a county's legal framework, and corporate transparency is higher in countries with an effective legal framework.

The SECP revised its Corporate Governance Code twice - in 2012 and 2017 – in order to improve corporate governance practices in the corporate sector. However, implementing corporate governance reforms is substantially more difficult than framing those reforms. There are serval challenges in effective implementation and actual enforcement of these reforms. The reason is that these reforms bring changes in power structures and control, and in countries such as Pakistan, where significant corporate sector wealth comes from finder families, it is possibly not very easy to implement these reforms in a full truthful and meaningful manner. 

Empirically, Sartawi et al. (2014) finds show that Independent Non-Executive Directors in Jordanian firms, like other developing countries, are not truly independent. Furthermore, their strong business and family relationship with Executive Directors have an influence on the board monitoring role. Moreover, Claessens and Djankov (1999) find a negative correlation between enhanced corporate governance standards and those influential families. In contrast, Griffith (2016) confirms that compliance with corporate governance regulations enhances the audit committee's relationship and voluntary disclosure. Thus, the following set of hypotheses are generated for testing:

H 12(a): That Pakistani listed banks do not comply with the really critical features of the SECP Corporate Governance Code's governance provisions related to board composition with true spirit.

H 12(b): That the Pakistani listed banks do not comply with the really critical features of the SECP Corporate Governance Code related to audit committee composition with true spirit.
5.7 Chapter Summary

On an issue-by-issue basis, this chapter reviewed the theoretical and empirical literature on board and audit committee composition, bank financial position and governance disclosure quality. It also reviewed the impact of the relevant SECP Corporate Governance Code reforms on bank financial position and governance disclosure quality. After an extensive review of relevant literature, the chapter then developed a total of 44 hypotheses for testing. These hypotheses have their genesis and reasoned base within Signalling and/or Stakeholder Theories and have a priori expectation based upon the 2012 and 2017 revisions of the SECP CG Code.

The following chapter discussed in much detail the research design and methodology utilised by this doctoral research thesis.

6 CHAPTER 6 - RESEARCH DESIGN, METHODOLOGY, DATA ANALYSIS AND RELATED ISSUES 

6.1 Introductory Comments

The previous chapter discussed the development of the research hypotheses. This chapter addresses the determination of research design and methodology utilised in this doctoral research thesis. This chapter is ordered as follows:

· Section 6.2 discusses the research design and methods employed in this research.
· Section 6.3 that identifies the research methodology. 
· Section 6.4 elaborate in detail the data acquisition process. 
· Section 6.5 explain assessing data reliability and validity. The section briefly explains the preparation process of data for analyses. 
· Sections 6.7 and 6.8 describe the data's screening, cleaning, and organising. 
· Section 6.9 presents the regression models used in the research.
· Section 6.10, which explains the techniques employed to analyse the data. 
· Section 6.11 explains the ethical issues relating to the current doctoral research thesis.
· Section 6.12 offers a summary of the Chapter. 

6.2 Research Design and Methods
In prior literature, authors have defined the research design in several differing ways. For instance, Saunders et al. (2009) define the research design as the overall structure to answer the fundamental research question. Royer and Zarlowski (2001), consider it to be a framework to bring together the various components of a research project: research fundamental question, research sub-questions, research objectives, literature review, hypotheses development, data collection, analyses and presentation of results. Kerlinger (1986) describes it as an overall plan and structure of investigation to answer research questions. It includes all the steps, from identifying the research problem to presenting the final results. Overall, explanations offered above confirm that research design is a vital part of the research process and that it has a broad implication in terms of the research outcome. Using the “Research Onion” (Figure 6-1) framework provided by Saunders et al (2019) the following paragraphs consider individual elements of that framework.
6.2.1 Philosophy 

The research employs a positivist paradigm because of its relevance for the nature of the research problem, question, psychological aspects, and researcher’s world view.  In order to constructs a Governance Disclosure Quality Index (GQI) examine and evaluate the impact of board composition and functioning on governance disclosure quality in the Pakistani listed banks in pre-and post-revisions of the SECP CG Code 2012 and 2017. The result of this evaluation is expressed in actual and factual numbers rather than impression. This is consistent with a positive approach and philosophy. It is also consistent with the Martin and Guerin (2006) view of positivism who see it as a scientific philosophy based on facts.

6.2.2 Approach

This research employs the deductive approach to (inter alia) express board composition's influence and functioning on governance disclosure quality in the Pakistani-listed banks. There are six sub-research questions about the relationship between board characteristics, bank financial position and governance disclosure quality. The research sets out to answer these questions. The step-by-step process moves from theory to research question, data collection, finding to confirm or reject the research question. Corporate governance theories, such as Signalling, and Stakeholder theories are used as a base upon which to test appropriately developed hypotheses through the deductive process. This testing should lead to a better understanding and revision of these theories (Saunders al et., 2009).

6.2.3 Strategy

In archival research, organisational records and documents are the primary data sources. This research uses Annual Reports to collect corporate governance data, which are available to download at the Pakistan Stock Exchange (PSX) and State Bank of Pakistan (SBP) websites. In tandem, financial data was collected from the Bloomberg databases. Furthermore, individual bank's websites, SBP, and SECP websites are accessed as required. Recognising that the archives are available to the general public, the actual task of accusing the data within the archive is personal to the researcher and by that effort is seen to be appropriately labels in strategy terms as archival. Thus, an archival research strategy is listed for this research.

6.2.4 Method

The research is conducted in the context of the Pakistani listed banking sector. Its main feature is to consider corporate governance practices within the Pakistani listed banking context. A quantitative method is used to measure the board's impact and audit committee composition and functioning on governance disclosure quality. Secondary data is used for the research and is collected from corporate Annual Reports and Bloomberg databases. On that basis, this research is primarily quantitative and mono methodical. It is consistent with prior research in corporate governance, much of which also primarily uses quantitative methods.  

6.2.5 Time Horizon

A longitudinal time horizon is used for this research. As the construction of Governance Disclosure Quality Index (GQI) and measurement process is very time-consuming, the more extended sample period employing a time series analysis is not feasible. Nevertheless, the research examines the impact of the SECP CG Code's revisions on governance disclosure quality through three different periods. The first window contains data from 2009-2011, which is the pre-revision era of the SECP CG Code 2012. The second time span comprises data from 2014-2016 which is the post-revision period of the SECP CG Code 2012. The third time-period includes data for 2018 (latest data available), which is the era after the 2017 revision of the SECP CG Code. The data set excludes 2012, 2013 and 2017, which are the actual years of the revisions themselves. The selected time-period ensure that enough variations exist in disclosure practices, sourcing, and data variables analysis.  
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Figure 6‑1: -Research Onion (Based upon Saunders et al.’s diagram 2009)
6.3 Research Methodology 

The research is based on the tradition of the input-mediation-output approach. It examines the relationship between board and audit committee composition and functioning characteristics, bank financial position, and governance disclosure quality after the SECP Corporate Governance Code's revisions under two distinct theoretical perspectives. The cases and variables of the research are briefly stated below.
6.3.1 Identification of Cases
The actual research set of banks represents 100% of the listed Pakistani banks. There are 20 consistently listed banks from 2009 - 2018 on the Pakistan Stock Exchange. Initially, there were 21 cases for this doctoral research, but on July 07, 2017, the State Bank of Pakistan withdrew the banking licence of NIB Bank and revoked its operating licence. Sometime later, the NIB Bank merged with MCB Bank. Appendix 2 provides details of all the cases used in the research.

6.3.2 Variables Consideration

Variables are the differing characteristics of each case. Each characteristic of a case can be a variable if it varies. A case's characteristic which does not vary is called a constant. The following are the dependent, independent, control, mediator, and mediator variables used for data analysis within the research.
6.3.2.1 Dependent Variable - Developing Gov. Disclosure Quality Index (GQI) 

Over the last two decades, academics and practitioners have made several attempts to develop Corporate Governance (CG) indices with limited success (Barako et al., 2006; Institute of Directors, 2017). A common criticism of these existing indices is that the researchers used a ‘Kitchen-sink approach’ where many items were compiled to produce CG indices with limited fundamental theoretical and/or empirical underpinning. Hence, these CG indices have often not been extremely useful to measure governance disclosure quality as companies could easily use a ‘tick-box approach’ to manipulate their Index (Institute of Directors, 2017). Therefore, it was a challenge for this research to determine how to evaluate governance disclosure quality. Thus, it is helpful to do so against the backdrop or reference of an appropriate document published by a reasonably authoritative source. 

In the context of Corporate Governance disclosure, one such authoritative document was published by the United Nations Conference on Trade and Development (UNCTAD) in 2006. This body has issued a beneficial document entitled “Guidance on Good Practices in Corporate Governance Disclosure”. The Intergovernmental Working Group of Experts on International Standards of Accounting and Reporting (ISAR) developed the Corporate Governance Disclosure Quality Index by using this guidance. The benchmark index developed through this guidance contains 52 (financial and non-financial) disclosure items covering the five following subject categories:

i. Ownership structure and exercise of control rights 
ii. Financial transparency and information disclosure 
iii. Audit 
iv. Corporate responsibility and compliance 

v. Board and management structure and process 

This benchmark index has been developed to facilitate several enterprise forms, and it embraces a wide range of potentially applicable governance disclosure items. However, one must recognise that particular sectors will likely have sector-specific disclosure requirements (UNCTAD, 2006). Thus, the research uses this benchmark index as a baseline and, together with a few extra items, employs an additional subject area – ‘Bank’s Risk Governance’.  This action and the thinking behind it have a basis in the following two reasons:

Firstly, this doctoral research thesis's focus is on the banking sector, hence in addition to the five identified categories, an extra subject category - ‘Bank’s Risk Governance’ - has been included in the Governance Disclosure Quality Index (GQI). It gives recognition to the particular banking feature of my research. 

Secondly, this benchmark index was developed more than a decade ago, and since then, many developments have taken place in the field of Corporate Governance. To recognise these developments and make the disclosure index more comprehensive and rational when evaluating governance disclosure quality, other International Standards relating to Corporate Governance and the banking sector have been reviewed, and items from these standards included in the GQI. 

A wide range of relevant International Standards have been reviewed, and items from only the following standards (reference is given against each item in the GQI) are included in the GQI.

i. UK Corporate Governance Code (2018)

ii. Global Reporting Initiative (GRI) standards (2018)

iii. Mauritius Code of Corporate Governance (2016)

iv. King Report IV (2016)

v. OECD Principle of Corporate Governance (2015)

vi. Basel requirements for Corporate Governance (2015)

vii. Basel guidelines for external audits of banks (2014)

viii. Selected other previous related literature.

Figure 6.2 below identifies the six categories of the GQI and the composition of items from UNCTAD guidance and other standards under each category.
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Figure 6‑2: - Composition of items from UNCTAD guidance and other standards under each category
6.3.2.2 Selection of the GQI Items

Researcher’s Unbiasedness During the Item Selection Process from Other Standards
It was imperative to ensure bias, as much as possible, item selection process did not enter the (from other standards relating to Corporate Governance and Governance Disclosure Quality) for the computed GQI. So, keeping that in mind for the computed GQI, the item selection process from other standards was based on only one point: to maximise input from the and to the UNCTD Index (2006), fill in any gaps inherent to it by judiciously drawing on other comparably similar publications (see Figure 6-2). 

For instance, the UNCTAD Index's corporate responsibility and compliance category have fewer features than other Index categories. However, as, a significant amount of work has been done in corporate social responsibility (CSR) in recent times, it was required to upgrade/ update this Index category and make it current with extant requirements. Thus 11 items were included under this category having been drawn from other standards.

Furthermore, after the financial crises of 2008, much consideration/ evaluation has been given to Board and Management Structure. Thus, a further 8 items were included under this category from other corporate governance standards. So, the items selected from other standards was based on requirements rather than the researcher discretion. 
Initially, there were 148 voluntary and mandatory items in the GQI under different categories. However, after the data collection process, voluntary items (other than those identified in UNCTAD 2006 benchmark Index) were removed from the GQI if they had not been disclosed at least once by any of the 20 researched banks.

The final version of the developed GQI has 82 items across six subject areas. Details of GQI is provided in below Table 6-1. 
	#
	OWNERSHIP STRUCTURE AND EXERCISE OF CONTROL RIGHTS FEATURES
	SOURCE

	1. 
	Ownership Structure  
	1,2,3

	2. 
	Change in shareholdings
	1,2

	3. 
	Control and corresponding equity stake
	1,2

	4. 
	Process for holding annual general meetings
	1,2

	5. 
	Availability and accessibility of meeting agenda
	1,2

	6. 
	Control structure
	1,2

	7. 
	Control rights
	1,2,3

	8. 
	Rules and procedures governing the acquisition of corporate control in capital markets
	1,2

	9. 
	Anti-Takeover measures
	1,2

	FINANCIAL TRANSPARENCY AND INFORMATION DISCLOSURE FEATURES



	10. 
	Financial and operating results 
	1,2

	11. 
	Critical accounting estimates
	1,2,3

	12. 
	Nature, type and elements of related–party transactions
	1,2,3

	13. 
	Board’s responsibilities regarding financial communications 
	1,3

	14. 
	Company objectives  
	1,2,

	15. 
	The decision-making process for approving transactions with related parties 
	1,2,3

	16. 
	Rules and procedures governing extraordinary transactions
	1,2

	17. 
	Impact of alternative accounting decisions
	1

	18. 
	Graphical analysis of financial position (Assets, liabilities, and owner equity)
	4,7

	19. 
	Graphical analysis of share price trend – highest or lowest – Last 12 months or more
	4,7

	20. 
	Graphical analysis of "value-added to various stakeholders" (To shareholders, employees, society and govt.)
	

	AUDIT FEATURES



	21. 
	Duration of current auditors 
	1

	22. 
	Auditors’ involvement in non-audit work and fee paid to the auditors
	1,2,8,9

	23. 
	Process for the appointment of external auditors
	1,2,5,8

	24. 
	Board confidence in independence and integrity of external auditors
	1,8

	25. 
	An explanation of how the independence and effectiveness of the external audit process assured 
	8

	26. 
	Process for interaction with internal auditors
	1,2, 3,

	27. 
	Process for the appointment of internal auditors/Scope of work and responsibilities
	1

	28. 
	Process for interaction with external auditors
	1,2,3,5,8

	29. 
	Rotation of audit partners
	1,2

	30. 
	Audit Committee Terms of reference
	5,8

	31. 
	Audit committee performance evaluation
	

	32. 
	Overview of Audit Committee performance evaluation results and remedial actions
	

	33. 
	Disclosure of Audit committee performance and achievements report 
	7

	CORPORATE RESPONSIBILITY AND COMPLIANCE FEATURES



	34. 
	A code of ethics (code of conduct) for the board and waivers to the ethics code
	1,2,3,9

	35. 
	A code of ethics (code of conduct) for all company employees
	1,2,3,9

	36. 
	Policy and performance in connection with the environment and social responsibility 
	1

	37. 
	Impact of environmental and social responsibility policies on the firm’s sustainability
	1

	38. 
	The role of employees in corporate governance (Having rights to elect one or two directors/voice in decision making)
	1,2,4,8

	39. 
	Mechanisms protecting the rights of other stakeholders in the business
	1,2,3,8

	40. 
	Policy on "whistleblower" protection for all employees
	1,3,9

	41. 
	Number of whistleblowing incidences 
	3

	42. 
	Bank disclosed social contribution like public health, sporting events, entertaining projects, and charity organisations.
	2

	43. 
	A policy statement about equal opportunity
	6

	44. 
	Identification of the amount spends on employees training.
	3

	45. 
	Total days/hours spent on employees training
	3,4

	46. 
	Programs for upgrading employee’s skills and transition assistance programs
	2,3,4

	47. 
	Number of staffs trained in service
	3

	48. 
	Disclosure about employee’s retention ratio 
	2,4

	49. 
	Percentage of customers complaint resolutions 
	6

	50. 
	Tabular presentation of customers complaint turnaround time
	

	51. 
	Male to female ratio of employees
	4

	BOARD AND MANAGEMENT STRUCTURE AND PROCESS FEATURES



	52. 
	Determination and composition of directors’ remuneration
	1,2,

3,4,8,9

	53. 
	Explanation statement to stakeholders that why the remuneration is appropriate and rational
	8,9

	54. 
	Directors are classified as independent, NED and executive.


	1,2,4,8,9

	55. 
	Duration of director’s contracts (length of contract, service termination notice requirement, compensation payable due to cancellation of service contract)
	1,2,8,9

	56. 
	Independence of the board of directors 
	1,2,4,8,9

	57. 
	Materials interests of members of the board and management
	1,2,9

	58. 
	Role and functions of the board of directors
	1,3,8,9

	59. 
	Qualification and biographical information of board members (experience, personal characteristics, availability, diversity, and special skills)
	1,2,3,9

	60. 
	Types and duties of outside board and management positions
	1,2,9

	61. 
	Number of outside board and management position directorships held by the directors
	1,2,4,9

	62. 
	Professional development and training activate.
	1,2,3,9

	63. 
	Existence of plan of succession for executives and other board members
	1,2,3,9

	64. 
	Governance structure, such as committees and other mechanisms to prevent conflict of interest
	1,2, 3,4,8,9

	65. 
	Composition and function of governance committee structures
	1,2, 3,4,8,9

	66. 
	Check and balance mechanisms.

	1

	67. 
	Compensation policy for senior executives departing the firm as a result of merger or acquisition
	1,3

	68. 
	Existence of procedure(s) for addressing conflicts of interest among board members
	1,4,8,9

	69. 
	Availability and use of advisorship facility during the reporting period

	1,9

	70. 
	Performance evaluation process
	1,2,4,8,9

	71. 
	Overview of evaluation results and remedial actions
	9

	72. 
	Evaluation process of board size and composition
	3,8

	73. 
	Number of board meetings each director attended
	3,8,9

	74. 
	Number of sub-committees’ meetings their each member attended
	3,8,9

	75. 
	Date of each board meeting
	6

	76. 
	Date of each sub-committees meeting
	6

	77. 
	Disclosure of issues that board considered during the financial year


	

	BANK’S RISK GOVERNANCE FEATURES



	78. 
	Existence of the Board's Risk Committee (BRC)


	3

	79. 
	Term of reference for Board’s Risk Committee
	3

	80. 
	Risk management objectives, system, and activities 
	1,2, 3,4,8

	81. 
	Internal control systems
	1,2,3,8

	82. 
	Existence of the Corporate Governance Committee


	3


Table 6‑1: - Governance Disclosure Quality Index (GQI)
	#
	SOURCE

	1. 
	UNCTAD, Guidelines on good practise in Corporate1, Governance Disclosure, 2006



	2. 
	OECD Principle of Corporate Governance 

	3. 
	Basel requirements for Corporate Governance

	4. 
	GRI standards

	5. 
	Basel guidelines for external audits of banks

	6. 
	Previous literature

	7. 
	Mauritius Code of Corporate Governance

	8. 
	UK Corporate Governance Code, 2018

	9. 
	King Report IV


6.3.2.3  Composition of Mandatory and Voluntary Items in the GQI

The final version of the developed GQI has 82 items across six subject areas. In period one (2009-2011) – as per the 2002 Corporate Governance Code, there was an equal number of mandatory and voluntary items in the GQI, 41 items, respectively. 

However, in period two (2014 – 2016), as per the 2012 Corporate Governance Code, five voluntary items in the GQI became mandatory. Therefore, the composition between mandatory and voluntary items changed to 46 and 36, respectively. 
Additionally, in the period, three – as per the 2017 Corporate Governance Code, one more voluntary item from the GQI changed to the mandatory item due to the Code's provision. Thus, as per the modified composition of the GQI, 47 mandatory items are required by the Pakistani corporate legal framework, and 35 are voluntary items.

To overcome the difference between mandatory and voluntary items in each time-period. The research calculated mandatory or voluntary disclosure scores as a percentage of total disclosure scores divided by the maximum mandatory or voluntary score. This was applied to each bank in a particular period. Below table 6.2 provides further details: 

	Period one (2009 – 2011)

Corporate Governance Code 2002
	Period one (2014 – 2016)

Corporate Governance Code 2012
	Period one (2018)

Corporate Governance Code 2017

	Mandatory Items

	41
	46
	47

	Voluntary Items

	41
	36
	35


Table 6‑2: - Comparison of mandatory and voluntary items in the GQI
6.3.2.4 Measuring Governance Disclosure Quality

In previous literature, weighted and un-weighted disclosure indices are widely used to determine disclosure levels (Barako et al., 2006). Under the un-weighted approach, also called the binary coded approach, an item scores "1" if disclosed or "0" if not. A common criticism of the binary coding approach is that (unlike the weighted scoring), it does not require assessing the quality of disclosed information (Barako et al., 2006). However, in the weighted approach, an item’s score depends on its overall importance in disclosure. The weighting of an item relies on surveys and expert analysis. Nevertheless, there is a possibility that an evaluator may exercise bias in the weighting process (Elmagrhi et al., 2018).

Therefore, after developing a comprehensive identification of items to be included in the Governance Disclosure Quality Index, the next challenge was how to measure each item. 

The GQI has a variety of qualitative and quantitative nature of disclosure items. For quantitative items, this was a straightforward measurement process (Binary coded) to determine whether an item was disclosed or not.

However, for the qualitative nature of items, the researcher’s judgment was required to establish that they were disclosed. So, researcher biases despite an attempt to the contrary, might well have crept in during the process (Elmagrhi et al., 2018).  However, to overcome this obstacle and avert the researcher's bias during the process, a reference document published by a reasonably authoritative source for measuring each item in the GQI was required and sought. 
In the context of Corporate Governance disclosure, one such authoritative document is published by the Organization for Economic Co-operation and Development (OECD) with the World Bank's participation (OECD, 2021). This body has issued a beneficial document entitled “Methodology for Assessing the Implementation of the G20/OECD Principles of Corporate Governance”. 

By using the guidance within this document, this aspect of the research adopts a principally qualitative (word-based) assessment approach. Nevertheless, in most other instances a quantitative approach (numbers based) has been used. The qualitative assessment approach employs an “essential judgment criteria” to evaluate whether an item has been fully disclosed, partially disclosed or not disclosed at all. Table 6.3 below provides details of the evaluation criteria.
	Criteria
	Judgment
	Score

	Fully disclosed
	The item is fully disclosed as per "essential judgment criteria", and required information is provided by the bank, which is essential for stakeholders' decision-making process.  
	If the item is fully disclosed as per “essential judgment criteria”, it does get a "1" mark in the Index.

 

	Partially disclosed
	The item is partially disclosed as per "essential judgment criteria", and the bank provides some of the required information, which is essential for stakeholders' decision-making process.  
	If the item is disclosed but does not provide detailed information (Partially disclosed), it does get 0.5 marks in the Index.



	Not disclosed
	Not disclosed assessment is likely appropriate when no information is provided as per "essential judgment criteria."
	If the item is not disclosed, it does get 0 marks in the Index.



	Not applicable
	Not applicable assessment is likely appropriate where “essential judgment criteria” does not apply.
	


Table 6‑3: - Evaluation criteria for assessment
The disclosure scores are calculated as a percentage of total disclosure scores divided by the maximum overall score, which applies to each bank. 
6.3.2.5  Evaluating Governance Disclosure Quality

The GQI contains an extensive list of essential disclosure items (UNCTAD, Guidance on Good Practices in Corporate Governance Disclosure and other International Corporate Governance standards) in investors or creditors decision-making process. To address the tick-box approach used by some banks and evaluate the quality of governance information disclosure, a few qualitative natures of items are included in the Index. For example, a bank gets 1 point if it fully discloses “Determination and composition of directors’ remuneration” and a further 1 point if it fully discloses “Explanation statement to stakeholders that why the remuneration is appropriate and rational” (Elmagrhi et al., 2018). 

Therefore, the GQI provides a rational method for evaluating governance disclosure quality and answers the following questions.

i. Are investors or creditors getting appropriate information to help in their decision-making process?

ii. Is the information being disclosed just for the sake of disclosure, or is it benefiting investors or creditors?
6.3.3 Independent Variables

The independent or explanatory variables of the research are various board and audit committee’s composition and functioning characteristics as corporate governance mechanisms. These include board independence (IND), audit committee independence (IAC), CEO duality (CED), Board size (SIZ), gender diversity (GEN), board meetings (NBM), and audit committee meetings (NAM). 

These board and audit committee composition and functioning variables are measured in accordance with prior literature, and have been discussed in detail in Chapter 5. Detail about how these variables is measured are provided in Table 6.4
6.3.4 Mediator Variable

This research uses bank financial position (Return on Equity) as a mediator variable, representing the accounting measures of financial position. The decision to use the accounting measures of financial position is motivated by prior literature. There is no overall consensus within the corporate governance literature on a specific measure as an appropriate proxy for a firm financial position. Each such measure has limitations (Haniffa and Hudaib, 2006). Therefore, the research carefully selects the most used measure from previous research. A common perception in prior literature is that the higher ROE advocated using its resources effectively and efficiently to maximise its values. However, drawback of this measure is that it is vulnerable to managerial manipulations like earning management (Alexander et al., 2007). 

The research considered using Tobin Q as a proxy for the financial position because several researchers have used it widely in corporate governance literature. However, this measure's main drawback is that it needs many data from different sources to compute, sometimes unavailable, especially in developing countries.

6.3.5 Moderator Variables

This research uses the revisions of the SECP CG Code as a moderating variable. The moderating variables SECP12 and SECP17 are constructed and used dummy variables. In the case of SECP12, the value is '0' in the period before the first revision and has value '1' in the time-period after the first revision of the SECP CG Code. Similarly, the SECP17 is also a binary variable, and it has values '0' in pre-2017 revision and '1' in the post era of 2017 revision. It interacts with all the board and audit committee composition and functioning variables used in our model, thus:

· Board independence (IND) becomes IND_SECP12 and IND_SECP17
· Audit committee independence (IAC) becomes IAC_SECP12 and IAC_SECP17
· CEO duality (CED) becomes CED_SECP12 and CED_SECP17
· Board size (SIZ) after revisions becomes SIZ_SECP12 and SIZ_SECP17
· Gender diversity (GEN) becomes GEN_SECP12 and GEN_SECP17
· Board meetings (NBM) become NBM_SECP12 and NBM_SECP17
· Audit committee meetings (NAM) become NAM_SECP12 and NAM_SECP17
6.3.6 Control Variables

In addition to independent variables, some control variables were included in the model specifications. The control variables are as follow:

6.3.6.1 Gearing

Frolov (2004) contends that a corporate decision, whether to make private information public or not is based on the benefits of making information public. Equally, Debreceny et al. (2002) holds that lenders mainly rely on the financial statement to evaluate a firm’s financial position and its credit rating.  Therefore, the management of higher debt-equity ratio firms is likely to disclose more information to convey a message/signal to the capital market to provide comfort and assurance that obligations will be settled on time. Concurrently, Jensen and Meckling (1976) argue that highly leveraged company wish to disclose more quality information to the markets, in order to satisfy creditors' needs and reduce, as much as possible, monitoring costs.

In this context, Al-Moataz and Hussainey (2013) find a direct relation between the gearing ratio and corporate governance disclosure. Equally, Yuen et al. (2010) find empirical evidence to confirm that the firm gearing ratio is significantly related to voluntary disclosure extents. 

On that basis, it would be appropriate to infer an association between gearing ratio and governance disclosure quality. Thus, the gearing ratio is included as a control variable in the model specifications.

6.3.6.2 Firm Size

A common perception in prior literature is that larger bank size is positively related to meaningfully disclosure practices (Barros et al., 2013: Tariq et al., 2014). In this regard, Marston (2003) justifies this association as follows: firstly, larger firms have more resources, so they can afford the cost of producing information. Secondly, they have a wide range of users; therefore, additional information disclosure is required to address the need for a diverse audience. Thirdly, larger firms provide additional information disclosure as a tool to reduce agency cost, political cost, and information asymmetry.
In empirical terms, Kahl and Belkaoui (1981) evaluated 70 banks located in 18 different countries. Their results show a positive relationship between banks size and level of disclosure. Yuen et al. (2010) and Barros et al. (2013) find that larger firms have greater voluntary disclosure. However, Al-Moataz and Hussainey (2013) do not find any significant association between firm size and corporate governance disclosure in Saudi Arabia. Concurrently, Shan (2019) finds a significant negative association between firm size and related party transactions disclosure in China. 

Taking regards for the preceding, there is appropriate evidence to suggest that larger banks provide better monitoring and claim that governance disclosure quality and bank size are positively related. On that basis, it would be appropriate to infer that size of bank positively affects disclosure quality. Thus, bank size was included as a control variable in the research.

Table 6.3 provides details of all the dependent, independent, mediator, moderator and control variables used within the research:
	Nature of variables
	No.
	Variables
	Labels
	Basis of measurement or determination

	Dependent variable


	1 
	Governance Disclosure Quality
	GDQ
	Measure through Governance Disclosure Quality Index (GQI)

	Independent variables
	2
	Independent Non-Executive Directors  


	IND
	Number of independent non-executive directors on the board to total number of BOD members

	
	3
	Independent Non-Executive directors in Audit Committee
	IAC
	Number of independent non-executive directors in the audit committee to the total number of directors in the audit committee



	
	4
	Chief Executive Officer (CEO) duality 
	CED
	"1" if the role of CEO and Chairman separate and 0 otherwise

	
	5
	Board size


	SIZ
	Number of the board of director members



	
	6
	Director’s gender
	GEN
	Percentage of female directors

	
	7
	Board meetings
	NBM
	Number of meetings of the board the year

	
	8 
	Audit committee meetings
	NAM
	Number of meetings of the audit committee in the year

	Mediating variable
	9


	Bank Financial Position
	BFP
	Computed as the ratio of net income before tax to total stockholders’ equity



	Control variables
	10
	Gearing
	GEA
	Computed as the ratio of total debt to total equity

	
	11
	Firm size
	FSZ
	Computed as the total asset at the end of the financial year to gross turnover.



	 Moderating variable
	12
	The individual and particular revisions of the SECP code, 2012 and 2017


Table 6‑4: - Dependent, independent, mediator, control, and moderator variables

6.4 Data Acquisition Process

Three types of data are needed for empirical examination of this research - these are:

i. Financial data

ii. Corporate Governance data

iii. Governance disclosure data. 

 The data used for and within this doctoral research thesis is collected in three phases. Brief detail is given in Table 6.5 below.

	Phase one
	Phase two
	Phase three

	Financial data

(Mediator and control variables)
i. Return on Equity
ii. Total Revenue
iii. Gearing ratio
iv. Total Assets
	Corporate Governance data (Independent variables)

i. Size of Board

ii. Size of Audit Committee

iii. Number of Independent directors on board

iv. Number of Independent directors on Audit Committee

v. Number of women directors on board

vi. CEO Duality

vii. Board meetings

viii. Audit Committee meetings
	Governance disclosure (Dependent variable)

· 82 Governance disclosure Quality Index items

	Most of the financial data used for and within the doctoral research has been collected via the Bloomberg terminal, drawing on the LSBU Bloomberg database.
	Some of the Corporate Governance data was available and collected through Bloomberg. Regrettably, another database – BoardEx – potentially useful is not accessible through LSBU, as it does not subscribe. Therefore, further Corporate Governance data was collected through individual Annual Reports, which were readily available on the internet.
	With three limited exceptions, most of eighty-two items of the Governance disclosure Quality Index have been collected through individual Annual Reports, Corporate Responsibility reports and other relevant reports.


Table 6‑5: - Data collection phases
6.4.1 Phase One – Financial Data

Financial data are sets of information associated with financial health. The financial data tells the story of how well an organisation is doing financially. Financial data is equally important for the insiders and outsiders of an organisation. With the help of financial data, management analyses business performance and develops a business strategy. Similarly, shareholders and investors use financial data to decide whether to invest in a particular business. Firms communicate their financial information through financial statements (Berk et al., 2016). 

As an organisation's financial health can also be calculated and conveyed through various financial ratios, the research also uses specific such ratios. There is an extensive list of financial data that could be used, but in this research, only the following financial data are used:

i. Return on Equity

ii. Total Revenue

iii. Gearing ratio
iv. Total Assets

The research calls for the use of the financial and Corporate Governance database of listed Pakistani banks. In this regard, such a publicly accessible database – Bloomberg - is available from and through LSBU. Most of the financial data used for and within the research has been collected via the (LSBU student–accessible) Bloomberg terminal and database. 

6.4.2 Phase Two – Corporate Governance Data

In this doctoral research thesis, corporate governance data is the data about the composition and functioning of the board and audit committees of the Pakistani listed banks. The following Corporate Governance data are used for and within the doctoral research thesis:
i. Size of Board

ii. Size of Audit Committee

iii. Number of Independent directors on board

iv. Number of Independent directors on Audit Committee

v. Number of women directors on board

vi. CEO Duality

vii. Board meetings

viii. Audit Committee meetings
However, most corporate governance data is unavailable through the Bloomberg terminal and had to be collected through another database – BoardEx. However, this database it is not accessible through LSBU as the University does not have a subscription. Therefore, in phase two, Corporate Governance data – Independent variables – has been collected through individual Annual Reports, readily available on the internet.

6.4.3 Phase Three – Governance Disclosure Data

In this doctoral research, governance disclosure data consists of eighty-two items mentioned in the Governance Disclosure Quality Index (GQI) under six subject categories. The GQI Index is developed to measure and evaluate the Pakistani listed banks' governance disclosure quality over the doctoral research time-period (2009 ~ 2018). 

Governance disclosure data is also not available through the database. Thus, in phase three, Governance disclosure data – the dependent variable – was collected through individual Annual Reports and Corporate Responsibility reports.

However, collecting data manually through Annual Reports was a gruelling task. It was a very time-consuming process and took nearly six months; It was required to read every section of the annual report to extract Governance disclosure data. In their Annual Reports, most of the banks have not had separate Corporate Governance sections. Therefore, the information was scattered all over the Annual Reports.

 There are 20 consistently listed Pakistan banks, and this research uses seven years of data (2009 ~ 2018), excluding 2012, 2013 and 2017. In total, there are 140 observations; thus, required close reading of circa 140 Annual Reports and Corporate Responsibility reports in order to extract the required data.   

The data collection process started by identifying different possible keywords for each GQI item. Firstly, occurrences of identified words using extracted keywords (employing the MS Word the Ctrl F function, a computer function to find). However, during the process, it became evident that each bank used different words for the same item. Thus, there was a possibility that some of the data were omitted through the search process. Therefore, it became necessary to carefully read each annual report individually and, while so doing, collect the required data. To increase the reliability of the data collection process, the "Ctrl F" function was once again undertaken to ensure that no data was omitted. 

Annual Reports were used to manually extract Corporate Governance and GQI data for the following reasons. Firstly, the Companies Act 2017, the Pakistan Stock Exchange (PSX) Listed Regulations, and the State Bank of Pakistan instruct listed banks to publish required data in their Annual Reports. Secondly, previous researchers rated the audited Annual Reports highly as a reliable source of Corporate Governance given their mandatory nature (Botosan, 1997). Thirdly, the UNCTAD conducted studies in various countries, including Pakistan, to “Review implementation status of Corporate Governance disclosure”. These studies used Annual Reports to evaluate the disclosure practices compared to other reports, for instance, quarterly or other published information. Additionally, most of the previous studies in the field of Corporate Governance and governance disclosure have used Annual Reports for data collection. This facilitates better direct comparisons with prior results (Cheung et al., 2007). Finally, these Annual Reports are available on the internet and via individual banks' websites. Accordingly, can easily be accessed and downloaded.   

6.5 Assessing Data Reliability and Validity

The purpose of this section is to assess the reliability and validity of the collected data before performing any statistical analyses. In research, the robustness of the findings depends on the quality of the data. So, it is essential to ensure data reliability and validity before conducting any statistical analyses.

In this research, the focal measurement tool or the research instrument is the Governance Disclosure Quality Index (GQI). As discussed earlier in this Chapter, the GQI was constructed in order to measure the Governance Disclosure Quality of the Pakistani listed banks, primarily using data provided in their Annual Reports.

6.5.1 Data Reliability

Data reliability refers to the degree to which a test, trial or any other measurement method produces the same results on repeated measures. In other words, the reliability of a scale shows how it is free from random error. Saunders et al. (2016, p. 202) provide a brief but comprehensive definition. “Reliability refers to replication and consistency”.
Pallant (2020) identifies two types of reliability tests – Inter consistency of scales and test-retest reliability. Inter-consistency of scale means the scales used in the data collection process are reliable and consistently applied throughout the process. In previous literature, many indicators are suggested to measure inter consistency (Hassan and Marston, 2019). One of the most used indicators is Cronbach’s Alpha Coefficient test. This test calculates the average correlation among all the items that make the scale. Cronbach's Alpha Coefficient test's value lies between 0 and 1; the real value closer to 1 indicates higher reliability. Nunnally (1978) suggested that ideally, the Cronbach alpha coefficient of scale should be above 0.7. 

Therefore, this research conducted Cronbach's Alpha Coefficient test to check the dependent variable's reliability (TGDQ). As shown in Table 6.5 below, the value of Cronbach’s Alpha Coefficient test for TGDQ and its six categories is 0.859, which means that scales are consistently applied throughout the data collection process, and the data is highly reliable. 

	Cronbach's Alpha
	Cronbach's Alpha Based on Standardised Items
	No. of Items

	0.859
	0.884
	6


Table 6‑6: Cronbach's Alpha
	
	Mean
	Minimum
	Maximum
	Range
	Maximum / Minimum
	Variance
	No. of Items

	Inter-Item Correlations
	.559
	.431
	.677
	.246
	1.570
	.006
	6


Table 6‑7:- Summary Item Statistics
Conversely, test-retest reliability assesses the measurement consistency of results on two different time-periods.  Section 6.7.3 of this Chapter mentioned that governance disclosure data was collected manually through annual and CSR reports. The data collection process took nearly six months. Therefore, after each month, two Annual Reports were randomly selected during the data collection process and had already been scored were examined in order to subject the score to an assessment for test-retest reliability.  

6.5.2 Data Validity

A scale's validity refers to the extent to which the selected scale measures what it is supposed or expected to measure. Saunders et al. (2016) define measurement validity as one of the most vital criteria for any data set suitability. Previous literature suggests three different types of validity: content, criterion, and construct (Pallant, 2020). 

Content validity ensured that the measurement scale contains all required items that present the construct (Saunders et al., 2016; Sekaran and Bougie, 2016).  Hassan and Marston (2019) suggested that content validity is evaluated by looking for subjective judgments from non-experts and/or professionals on how good the scale measures, what it is supposed to measure.

Content validity was confirmed as in the development process of the GQI. The researcher reviewed a wide range of relevant International Standards relating to Corporate Governance and Governance Disclosure Quality, including:

i. UK Corporate Governance Code (2018)

ii. Global Reporting Initiative (GRI) standards (2018)

iii. Mauritius Code of Corporate Governance (2016)

iv. King Report IV (2016)

v. OECD Principle of Corporate Governance (2015)

vi. Basel requirements for Corporate Governance (2015)

vii. Basel guidelines for external audits of banks (2014)

viii. Guidance on Good Practices in Corporate Governance Disclosure (2006)
ix. Selected other previous related literature.

Secondly, the researcher presented the research to experts during various reputed academic conferences in corporate governance (BAM, BAFA and LCSS). The experts' positive feedback and comments helped assure that the GQI has all or most of the essential governance disclosure items. 

Criterion-related validity refers to the criterion as to whether the measurement scale uses any standards and criteria to precisely measure and evaluate the construct (Sekaran and Bougie, 2016). There are two types of criterion-related validity – concurrent and predictive validity. 
Concurrent validity measures how well a new measurement tool is compared to other well-established tools or standards (Pallant, 2020). In the context of this research, concurrent validity refers to (or not) whether the GQI is in line with previous indices. Earlier, this Chapter explained in detail the developing process of the GQI. It showed how the guidance of the UNCTAD, 2006 and other international standards relating to Corporate Governance and governance disclosure had been used to develop the GQI. As stated, the GQI was developed using guidelines contained in those documents and published by reasonably authoritative sources. Such procedures helped confirmed the concurrent validity of the GQI.

Predictive validity considers whether the measurement tool in fact produces accurate and precise predictions about the construct and if it can be used for future assessment. Correspondingly, such validity assesses whether the GQI can be used in further studies when assessing the governance disclosure quality of the listed banking sector as this research has developed a comprehensive and rational Governance Disclosure Quality Index by reviewing most of the international standards relating to Corporate Governance and governance disclosure; therefore, it can be used to assess governance disclosure quality in the listed banking sector in the future.   

Finally, construct validity considers whether the measurement tool measures, in fact what it is supposed to measure (Sekaran and Bougie, 2016). So, in the present research this validity access whether the GQI can measure the governance disclosure quality of the Pakistani listed banks accurately. To determine construct validity, correlation analysis has been used (Cheng and Courtenay, 2006: Sekaran and Bougie, 2016). 
Accordingly, this research conducts a correlation analysis of the TGDQ and its six subject categories and Pearson and Spearman's rho correlation coefficient. Tables 6.8 and 6.9 (following) show that all the six subject category scores are highly correlated with the TGDQ. These results help confirm the construct validity of the GQI. Accordingly, it is contended that the GQI measures, with accuracy, the governance disclosure quality of the Pakistani listed banks in the Annual Reports.
Pearson correlation and Spearman’s rho correlation between TGQI and its categories

	
	TGDQ
	OWN
	FTD
	AUD
	CSR
	BMS
	RSK

	TGDQ
	Pearson Correlation
	1
	
	
	
	
	
	

	
	Sig. (2-tailed)
	
	
	
	
	
	
	

	OWN
	Pearson Correlation
	.630**
	1
	
	
	
	
	

	
	Sig. (2-tailed)
	.000
	
	
	
	
	
	

	FTD
	Pearson Correlation
	.735**
	.431**
	1
	
	
	
	

	
	Sig. (2-tailed)
	.000
	.000
	
	
	
	
	

	AUD
	Pearson Correlation
	.816**
	.508**
	.619**
	1
	
	
	

	
	Sig. (2-tailed)
	.000
	.000
	.000
	
	
	
	

	CSR
	Pearson Correlation
	.898**
	.587**
	.568**
	.645**
	1
	
	

	
	Sig. (2-tailed)
	.000
	.000
	.000
	.000
	
	
	

	BMS
	Pearson Correlation
	.855**
	.437**
	.467**
	.579**
	.677**
	1
	

	
	Sig. (2-tailed)
	.000
	.000
	.000
	.000
	.000
	
	

	RSK
	Pearson Correlation
	.692**
	.583**
	.643**
	.642**
	.524**
	.481**
	1

	
	Sig. (2-tailed)
	.000
	.000
	.000
	.000
	.000
	.000
	

	**. Correlation is significant at the 0.01 level (2-tailed).
TGDQ = Total Governance Disclosure Quality

OWN = Ownership Structure and Exercise of Control Rights Features

FTD = Financial Transparency and Information Disclosure Features

AUD = Audit Features

CSR = Corporate Responsibility and Compliance Features

BMS = Board and Management Structure and Process Features

RSK = Bank’s Risk Governance Features



Table 6‑8:- Pearson’s correlation between TGDQ and its categories
	

	
	TGDQ
	OWN
	FTD
	AUD
	CSR
	BMS
	RSK

	Spearman's rho
	TGDQ
	Correlation Coefficient
	1.000
	
	
	
	
	
	

	
	
	Sig. (2-tailed)
	.
	
	
	
	
	
	

	
	OWN
	Correlation Coefficient
	.549**
	1.000
	
	
	
	
	

	
	
	Sig. (2-tailed)
	.000
	.
	
	
	
	
	

	
	FTD
	Correlation Coefficient
	.738**
	.411**
	1.000
	
	
	
	

	
	
	Sig. (2-tailed)
	.000
	.000
	.
	
	
	
	

	
	AUD
	Correlation Coefficient
	.775**
	.485**
	.587**
	1.000
	
	
	

	
	
	Sig. (2-tailed)
	.000
	.000
	.000
	.
	
	
	

	
	CSR
	Correlation Coefficient
	.827**
	.509**
	.520**
	.549**
	1.000
	
	

	
	
	Sig. (2-tailed)
	.000
	.000
	.000
	.000
	.
	
	

	
	BMS
	Correlation Coefficient
	.829**
	.422**
	.449**
	.499**
	.590**
	1.000
	

	
	
	Sig. (2-tailed)
	.000
	.000
	.000
	.000
	.000
	.
	

	
	RSK
	Correlation Coefficient
	.676**
	.593**
	.629**
	.627**
	.513**
	.447**
	1.000

	
	
	Sig. (2-tailed)
	.000
	.000
	.000
	.000
	.000
	.000
	.

	**. Correlation is significant at the 0.01 level (2-tailed).




TGDQ = Total Governance Disclosure Quality

OWN = Ownership Structure and Exercise of Control Rights Features

FTD = Financial Transparency and Information Disclosure Features

AUD = Audit Features

CSR = Corporate Responsibility and Compliance Features

BMS = Board and Management Structure and Process Features

RSK = Bank’s Risk Governance Features
Table 6‑9: - Spearman’s rho correlation between TGDQ and its categories

6.6 Preparing Data for Analyses

As mentioned earlier in this chapter, most of the financial data is collected through the Bloomberg terminal and downloaded into the Excel spreadsheet. The Corporate Governance and governance disclosure data is collected manually through individual annual and CSR reports. The next stage compiled all the available data in order to prepare it for statistical analyses. In the first step, the researcher developed the Excel spreadsheet to calculate the dependent variable - Total Governance Disclosure Quality score for each case using Microsoft Excel. The reason to use the Microsoft Excel spreadsheet was to apply the formula of sum and add all the disclosed or partially disclosed items to calculate the Total GDQ score of each case. The following formula was used to obtain the Total GDQ score: 

Total score obtains       X 100%

                                               Total applicable score

In the second step, the researcher manually entered all the data – Dependent, Independent, Control, Mediator and Moderator variables – into the Microsoft Excel spreadsheet to perform various statistical analyses. 
The researcher imported all the data into the IBM SPSS (Statistical Package for the Social Sciences) for analysis in the third step. The reason to use the SPSS for statistical analyses is that it is user-friendly and has more enhanced features than other statistical software. 

The researcher used a handy book entitled “SPSS Survival Manual”, written by Pallant (2020). This book helps the researcher to get familiar with the SPSS and how to use it for analyses. The STATA software was also used to run the Hausman test and Random effect regression analyses. 

6.7 Screening and Cleaning the Data
Before performing any data analysis, the researcher checked data sets for error. It is essential to do so because input errors may occur while entering the data manually (Pallant, 2020). Thus, to check any possible error in the data, the researcher ran descriptive statistics to determine the minimum and maximum values, and inspect frequencies and the rationalised value for each variable. Rationalised is an attempt to determine if the variables make appropriate sense. Additionally, by using the SPSS function, the research produced a "case processing summary” for all variables. This helped to identify any possible error in the data. The case processing summary report is provided in Tables 6.10 and 6.11. 
	Variable Label
	Cases

	
	Included
	Excluded
	Total

	
	N
	Percent
	N
	Percent
	N
	Percent

	TGDQ
	137
	97.9%
	3
	2.1%
	140
	100.0%

	IND
	137
	97.9%
	3
	2.1%
	140
	100.0%

	IAC
	137
	97.9%
	3
	2.1%
	140
	100.0%

	CED
	137
	97.9%
	3
	2.1%
	140
	100.0%

	SIZ
	137
	97.9%
	3
	2.1%
	140
	100.0%

	GEN
	137
	97.9%
	3
	2.1%
	140
	100.0%

	NBM
	137
	97.9%
	3
	2.1%
	140
	100.0%

	NAM
	137
	97.9%
	3
	2.1%
	140
	100.0%

	GER
	139
	99.3%
	1
	0.7%
	140
	100.0%

	FSZ
	139
	99.3%
	1
	0.7%
	140
	100.0%

	BFP
	139
	99.3%
	1
	0.7%
	140
	100.0%


Table 6‑10: - Case Processing Summary for all variables
	Variable Label
	Cases

	
	Included
	Excluded
	Total

	
	N
	Percent
	N
	Percent
	N
	Percent

	OWN
	137
	97.9%
	3
	2.1%
	140
	100.0%

	FTD
	137
	97.9%
	3
	2.1%
	140
	100.0%

	AUD
	137
	97.9%
	3
	2.1%
	140
	100.0%

	CSR
	137
	97.9%
	3
	2.1%
	140
	100.0%

	BMS
	137
	97.9%
	3
	2.1%
	140
	100.0%

	RSK
	137
	97.9%
	3
	2.1%
	140
	100.0%

	TGDQ
	137
	97.9%
	3
	2.1%
	140
	100.0%


Table 6‑11:- Case Processing Summary (GQI)
6.8 Data Analysis Model

To investigate the relationship among governance disclosure quality, board and audit committee composition and functioning characteristics and bank financial position, eight regression models are constructed, as presented in Table 6.12 below: 

	Number
	Regression Model (See key to variable at foot of the table)

	1. 
	TGDQ = α + β1 GEA + β2 FSZ + Ԑ

	2. 
	TGDQ = α + β1 IND + β2 IAC - β3 CED + β4 SIZ + β5 GEN + β6 NBM + β7 NAM ± β8 GEA + β9 FSZ + Ԑ

	3. 
	TGDQ = α + β1 IND + β2 IND_SECP12 + β3 IND_SECP17 + β4 IAC + β5 IAC_ SECP12 + β6 IAC_ SECP17 – β7 CED - β8 CED_ SECP12 - β9 CED_ SECP17 + β10 SIZ + β11 SIZ_ SECP12 + β12 SIZ_ SECP17 + β13 GEN + β14 GEN_ SECP12 + β15 GEN_ SECP17 + β16 NBM + β17 NBM_ SECP12 + β18 NBM_ SECP17 + β19 NAM + β20 NAM_ SECP12 + β21 NAM_ SECP17 ± β22 GEA + β23 FSZ + Ԑ  

	4. 
	BFP = α + β1 IND + β2 IAC - β3 CED + β4 SIZ + β5 GEN + β6 NBM + β7 NAM ± β8 GEA + β9 FSZ + Ԑ

	5. 
	BFP = α + β1 IND + β2 IND_SECP12 + β3 IND_SECP17 + β4 IAC + β5 IAC_ SECP12 + β6 IAC_ SECP17 – β7 CED - β8 CED_ SECP12 - β9 CED_ SECP17 + β10 SIZ + β11 SIZ_ SECP12 + β12 SIZ_ SECP17 + β13 GEN + β14 GEN_ SECP12 + β15 GEN_ SECP17 + β16 NBM + β17 NBM_ SECP12 + β18 NBM_ SECP17 + β19 NAM + β20 NAM_ SECP12 + β21 NAM_ SECP17 ± β22 GEA + β23 FSZ + Ԑ

	6. 
	TGDQ = α + β1 IND + β2 IAC - β3 CED + β4 SIZ + β5 GEN + β6 NBM + β7 NAM ± β8 GEA + β9 FSZ + βm BFP + Ԑ  

	7. 
	TGDQ = α + β1 IND + β2 IND_SECP12 + β3 IND_SECP17 + β4 IAC + β5 IAC_ SECP12 + β6 IAC_ SECP17 – β7 CED - β8 CED_ SECP12 - β9 CED_ SECP17 + β10 SIZ + β11 SIZ_ SECP12 + β12 SIZ_ SECP17 + β13 GEN + β14 GEN_ SECP12 + β15 GEN_ SECP17 + β16 NBM + β17 NBM_ SECP12 + β18 NBM_ SECP17 + β19 NAM + β20 NAM_ SECP12 + β21 NAM_ SECP17 ± β22 GEA + β23 FSZ + βm BFP + Ԑ  

	8. 
	GDQ = α + β1BFP ± β2 GEA + β3 FSZ + Ԑ  


Table 6‑12:- Regression Models   
Key to variables                       

IND (%) = Independent Non-Executive directors (Number of independent non-executive directors on the board to total number of BOD members

IAC (%) = Independent Non-Executive directors in Audit Committee (Number of independent non-executive directors in audit committee to total number of directors in the audit committee)

CED = Chief Executive Officer (CEO) duality (1 if the role of CEO and Chairman separate and 0 otherwise)

SIZ = Board size (Number of the board of director members)

GEN (%) = Director’s gender (Percentage of female directors)

NBM= Number of Board Meetings (Number of board meetings in the year)

NAM= Number of Audit Committee Meetings (Number of audit committee meetings in the year)

GEA = Gearing (Computed as the ratio of total debt to total equity)

FSZ = Firm size (Computed as the total asset at the end of the financial year to gross turnover.)

BFP = Bank Financial Position (Computed as the ratio of net income before tax to total stockholders’ equity)

Moderating Variables (XZ) = SECP 12, SECP 17

6.9 Analysis of Data
Generalised Least Squares (GLS) with Random Effects using STATA software were used as the regression instrument in this doctoral research. In total eight regression equations were used to examine the relationship across the dependent, independent, mediation and moderation variables. The robustness of the regression models, as expressed by the coefficient of determination (R-squared) was evaluated. Moreover, for each regression model, the value of F-test, t-test, descriptive statistics, correlation analyses, and Analysis of Variance (ANOVA), were determined and appropriately interpreted.

6.10 Ethical Issues

The ethical legitimacy of the means of acquiring the research data and the data themselves is critical for the accuracy of results and to ensure adherence to an appropriate ethical framework. Thus, ethical implications become even more important when human beings are the focus of research. This research is a desk base, and there is no direct involvement of human beings. As such no ethical approval was required or sought, all the data indeed, used for, and within the research is available from public sources. Accordingly, this research progressed with no formal ethical permission being required. Nevertheless, in the analyses and presentation of the research, significant effort has been maintained to do so ethically. 
6.11 Chapter Summary 

This chapter discusses the methodology utilised in this doctoral research. This chapter commenced with a discussion on the choice of research methods available for the research. Significant consideration was given to aspects of the design and methodology employed for the research. It gave expression to appropriate decisions concerning the research's philosophy (primarily positivist), approach (essentially deductive), method (significantly quantitative and mono methodical), strategy (archival) and time horizon (Longitudinal).

The chapter then went on to explain in some detail the identification and consideration of the research cases and the research variables. In this regard, the development, measuring and evaluation of the dependent variable – GDQ, the chapter provided an explanation as to how the Governance Disclosure Quality Index (GQI) was developed, using guidelines identified in the United Nation Conference on Trade and Development (UNCTAD, 2006), OECD Principle (2015), Basel requirements for Corporate Governance of banks (2015), Global Reporting Initiative (GRI) Standards (2018) and provisions of the SECP Corporate Governance Code (2002, 2012, 2017) and prior literature. Th Governance Disclosure Quality Index provides a rational method for measuring the overall governance disclosure quality. The chapter also explained usage of the un-weighted disclosure index or binary-coded approach. It explains how the disclosure scores are calculated (percentage of total disclosure scores divided by the maximum total score) for each bank. 

Additionally, the chapter provided brief details about the independent, mediation, moderator, and control variables used in the research. The three stages of the data acquisition process were explained in detail. The chapter also explained how the, independent, mediator and control variables are used for, and within, the research and how they were collected via the Bloomberg terminal (drawing on the LSBU Bloomberg database) and how governance data not available through Bloomberg were collected (outside LSBU) through another database – BoardEx. The chapter explained how, governance data was collected through the individual Annual Reports of the relevant banks, these being easily available on the internet. The chapter revealed that the actual research set of banks was 100% of the listed Pakistani banks and how all the data to be used for and within the research was available from public sources. Accordingly, it did not require any ethical permission. 
The assessment of data reliability and validity are also highlighted and explained in this Chapter. Data reliability of the GQI is not an issue as the Cronbach Alpha coefficients value is above the minimum required value (0.7). The process for preparing data for statistical analyses was also discussed in this Chapter. 
The statistical techniques, software, and regression models used for data analyses were also discussed. The chapter explained how the data was tested using Generalized Least Square (GLS) with Random Effect using SPSS and STATA software and how Regression Analyses with random effect were used to test the relationship between independent, mediating, and dependent variables and appropriately interpret. Importantly, the chapter explained how the research examines the relationship between board composition and functioning (Proportion of independent non-executive directors on board and Audit Committee composition, CEO Duality, board gender diversity, board size and board & Audit Committee meetings) in conjunction with governance disclosure quality, while employing the moderating variables of the SECP codes, and the mediating variable of the bank’s financial position.

Finally, the chapter explained how Regression with random effect (GLS) was used to test the previously developed hypotheses. It also explained how, the robustness of the regression models, as expressed by the coefficient of determination (R-squared) would be evaluated. And, how each of the regression models employing, as appropriate, the value of F-test, t-test, descriptive statistics, correlation analyses and possibly Analysis of Variance (ANOVA). In order to determine and appropriately interpret them. This is so for each of the Eight regression models constructed to investigate the relationship between governance disclosure quality, board characteristics and functioning, and bank financial position.

This Chapter briefly highlighted the ethical issues related to this research. The following chapter discussed the actual analyses of the research data and appropriately considers and discusses the results of those analyses. 
7 CHAPTER 7 – ANALYSIS AND RESULTS 

7.1 Introductory Comments

The last Chapter provided details about the research design and methodology employed in this research. This Chapter discusses the descriptive statistics of Governance Disclosure Quality (GDQ), comparison of GDQ among the SECP CG Code 2002, 2012 and 2017, GDQ among various types of listed Pakistani commercial banks, Paired Sample t-test, One-way repeated measures ANOVA, descriptive statistics of other variables, correlation analyses, Hausman test and regression analyses with random effect. The Chapter is divided into three parts – A, B and C, 

Part A of the Chapter addresses an answer the first fundamental question of doctoral research. Section 7.2 to 7.9 of the Chapter provide results related to this doctoral research's first fundamental question. Section 7.2 presents detailed descriptive statistics and graphical elaboration of Total Governance Disclosure Quality (TGDQ). It also presents the results of a One-way repeated measures ANOVA that reveals statistically significant differences in the level of GDQ over three different time-periods. This section also compares the governance disclosure quality over three different research time-periods (SECP CG Code 2002, 2012 and 2017). Section 7.3 and 7.4 provide descriptive statistics and a graphical presentation of Mandatory and Voluntary Governance Disclosure Quality. Section 7.5 following discusses the frequency and relevant frequency of the TGDQ and its six subject categories. Section 7.6 highlights relevant frequency comparisons of TGDQ in relation to the SECP CG Code 2002, 2012 and 2017. Part A concludes with Section 7.7, 7.8 and 7.9 and present each bank's TGDQ, MGDQ and VGDQ throughout the SECP CG Code 2002, 2012 and 2017.
Part B of the Chapter is an answer to the second fundamental question of the research. More precisely, Section 7.10 to 7.12 provides the results to answer the thesis's second fundamental question. Accordingly, Section 7.10 provides summary descriptive statistics of the dependent, independent, control and mediator variables. Section 7.11 presents the correlation analyses (Pearson and Spearman’s rho) of the key variables used in the thesis. Furthermore, the relationships among board and audit committee composition and functioning variables, governance disclosure quality, and bank's financial position as suggested by correlation analyses are explored through regression analysis in Section 7.12.
Part C of the Chapter answers the third fundamental question of this research. This part provides statistical results to answer the third fundamental question. Thus, Section 7.13 presents Analysis of Variance (ANOVA). While Section 7.14 presents a table revealing the hypotheses testing results. Finally, Section 7.15 provides a conclusion to this Chapter.  

CHAPTER 7 – Part A

This part aims to answer the first fundamental question and achieve the second objective of this doctoral research thesis, which are as follows:

Fundamental Q2 – What changes in the governance disclosure quality have been possibly provoked by the revisions of the SECP CG Code, 2012 and 2017?

Objective 2 - To empirically examine and evaluate whether (or not) the governance disclosure quality improved in the listed Pakistani banking sector due to the revisions of the SECP Corporate Governance Code of Pakistan, 2012 and 2017 (moderating variable).

7.2 Descriptive Statistics – TGDQ and its Categories 

This section provides descriptive statistics and a graphical comparison of the Total Governance Disclosure Quality (TGDQ) and its six categories ove5 the period of the SECP CG Code 2002, revised SECP CG Codes 2012, 2017 across the time-period 2009 ~ 2018.

The Governance Disclosure Quality Index (GQI) is developed for the current research. It contains 82 items (voluntary and mandatory) within six subject categories. The composition of the GQI and the number of items in each category is previously discussed in Section 6.3.2.1 (Developing Governance Disclosure Quality Index) of Chapter 6. The GQI computes and compares the governance disclosure quality of the Pakistani listed banks over the three different identified time-periods. 

The Governance Disclosure Quality score is calculated as a percentage of the obtained score to the total applicable score for each bank. Table 7.1 presents the descriptive statistics of the TGDQ and its categories.
	
	SECP CG Code
	TGDQ
	OWN
	FTD
	AUD
	CSR
	BMS
	RSK



	Mean
	2002 


	41.92
	45.59
	66.77
	53.71
	25.96
	30.87
	64.83

	
	2012 


	49.73
	45.93
	70.91
	58.59
	34.72
	45.03
	65.33

	
	2017 


	53.37
	46.20
	74.16
	67.00
	44.88
	43.62
	66.32

	
	Overall time-period (2009 ~ 2018)


	46.92
	45.82
	69.61
	57.69
	32.42
	38.84
	65.26

	Median
	2002 


	39.63
	44.44
	63.64
	53.85
	22.22
	28.85
	60.00

	
	2012 


	46.34
	44.44
	63.64
	53.85
	29.17
	43.27
	60.00

	
	2017 


	49.39
	44.44
	72.73
	61.54
	36.11
	40.38
	60.00

	
	Overall time-period (2009 ~ 2018)


	44.51
	44.44
	63.64
	53.85
	27.78
	38.46
	60.00

	Standard Deviation
	2002 


	7.82
	4.51
	12.34
	11.30
	12.46
	8.60
	9.41

	
	2012 


	9.25
	3.81
	13.68
	11.86
	16.87
	8.88
	8.92

	
	2017 


	11.31
	4.16
	13.30
	14.35
	18.94
	11.14
	9.55

	
	Overall time-period (2009 ~ 2018)


	9.98
	4.14
	13.25
	12.69
	16.67
	11.35
	9.16

	Minimum
	2002 


	31.10
	33.33
	45.45
	38.46
	11.11
	21.15
	40.00

	
	2012 


	37.20
	44.44
	45.45
	38.46
	16.67
	32.69
	60.00

	
	2017 


	41.46
	44.44
	54.55
	46.15
	25.00
	26.92
	60.00

	
	Overall time-period (2009 ~ 2018)


	31.10
	33.33
	45.45
	38.46
	11.11
	21.15
	40.00

	Maximum
	2002 


	60.98
	55.56
	100.00
	76.92
	61.11
	57.69
	80.00

	
	2012 


	73.78
	55.56
	100.00
	84.62
	86.11
	65.38
	80.00

	
	2017 


	75.61
	55.56
	100.00
	92.31
	86.11
	69.23
	80.00

	
	Overall time-period (2009 ~ 2018)


	75.61
	55.56
	100.00
	92.31
	86.11
	69.23
	80.00


Table 7‑1:- Descriptive statistics of TGDQ and its categories 

Key to variables presented in Table 7-1

SECP CG Code = Security and Exchange Commission Pakistan Corporate Governance Code
TGDQ = Total Governance Disclosure Quality

OWN = Ownership Structure and Exercise of Control Rights Features

FTD = Financial Transparency and Information Disclosure Features

AUD = Audit Features

CSR = Corporate Responsibility and Compliance Features

BMS = Board and Management Structure and Process Features

RSK = Bank’s Risk Governance Features
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Figure 7‑1:- Comparison of six categories of TGQI among the SECP CG Code 2002, 2012 and 2017
As shown in Table 7.1 it focused on the computed Total Governance Disclosure Quality (TGDQ). The TGDQ in this research refers to the combination of voluntary and mandatory governance disclosure quality. The separate descriptive statistics of Mandatory (MGDQ) and Voluntary Governance Disclosure Quality (VGDQ) are presented in Tables 7.2 and 7.3, respectively. 
The results show that TGDQ enhanced after each revision of the SECP CG Code. The mean value of the TGDQ was 41.92% in the 2002 SECP CG Code era, which increased to 49.73% after the 2012 revision and further improved to 53.37% in the 2017 revision of the SECP CG Code. The overall mean value of the TGDQ was 46.92% in all these years, starting from 2009 ~ 2018. The minimum TGDQ score was 31.10% which was achieved during the 2002 SECP CG Code, while the maximum score of 75.61% was obtained after implementing the 2017 revision of the SECP CG Code. 

Referring back to Table 7.1 and Figure 7.1 about the Governance Disclosure Quality Index (GQI). If one considers the different categories of the GQI, the disclosure related to “Ownership Structure and Exercise of Control Rights” (OWN) has slightly but consistently increased over each of the relevant periods. The mean value of OWN disclosure was 45.59% during the 2002 SECP CG Code, 45.93% after the 2012 revision and 46.20% in the era of the 2017 SECP CG Code. The overall OWN disclosure in all periods was 45.82%. 
The results for “Financial Transparency and Information Disclosure” (FTD) range from 45.45% to 100%, with the average value being 69.61% for the overall time-period 2009 ~ 2018. The numbers also indicate an upward trend in the FTD disclosure after each revision of the SECP CG Code. The mean value of the FTD disclosure after the 2017 revision of the SECP CG Code was 74.16%, compared to 70.91% during the 2012 revision, and 66.77% during the 2002 SECP CG Code. The FTD disclosure mean value for the overall time-period was 69.61%. These statistics illustrate and suggest a clear advancement in the level of FTD disclosure made by Pakistani listed banks in their Annual Reports after each of the revisions of the SECP CG Code.  
The Audit-related Disclosure (AUD) indicates a mean value of 57.69% for the overall time-period from 2009 ~ 2018. The related statistics reveal that the average AUD disclosure increased to 67% in the 2017 revision of the SECP CG Code from 58.59% and 53.71% when evaluated against the 2012 and 2002 SECP CG Codes, respectively. It shows a reasonable lift in the AUD disclosure of Pakistani listed banks after the revisions of the SECP CG Code 2012 and 2017. A possible logical reason for improving the AUD disclosure, per Signalling and Stakeholders Trust Theory perspectives, is that much focus has been given to audit-related disclosure in recent years. Stakeholders want more information about the audit-related activities of the firms. As recently, many scandals have come out relating to misleading audited related details. So, to satisfy the stakeholders, need and build the relationship of trust, firms want to disclose more information about audit-related activities in the contemporary era. 
Statistics in Table 7.1 show that the “Corporate Responsibility and Compliance Disclosure” (CSR) of the Pakistani listed banks was appropriately boosted within the time-period of this research. It ranged from 11.11% to 86.11%, and a par score of 32.42%. CSR disclosure increased from 25.96% to 34.72% in the post-2012 revision with a further trend upward to 44.88% in the 2017 revision of the SECP CG Code. Table 7-1 shows the tendency of progress in the CSR disclosure made by the Pakistan listed banking sector in their annual report after the 2012 and 2017 revisions of the SECP CG Code. A possible logical reason for improved CSR disclosure per Signalling and Stakeholders Trust Theory perspectives is that in recent years’ firms changed their approach in terms of disclosure from a shareholder-oriented to a stakeholder-oriented. Therefore, firms disclosed additional CSR information to satisfy the need of wider stakeholders. This is consistent with the view that in modern society, corporations are not only economic entities but also social entities. 
Figure 7-1 shows that the mean value of the “Board and Management Structure and Process Disclosure” (BMS) for the overall time-period 2009 ~ 2018 was 38.84%. Average BMS disclosure value over the time-period of the 2002 SECP CG Code was 30.03%, while considerably increased to 45.03% after the 2012 revision of the SECP CG Code. However, overall BMS disclosure slightly dropped to 43.62% after the revision of the SECP CG Code 2017. One possible logical explanation for this decline is that some of the voluntary items under the BMS categories became mandatory requirements after the 2017 revision. The Security and Exchange Commission of Pakistan (SECP) relaxed three years’ transitional periods to comply with these requirements fully. As only the first-year data (2018) is available after the 2017 revision, some banks may still be in the process to comply with the SECP CG Code 2017. 

Figure 7-1 shows that the mean value for the “Bank’s Risk Governance disclosure” (RSK) was 65.26% during the overall time-period (2009 ~ 2018). It also reveals that the average value of the RSK disclosure slightly improved from 64.83% to 65.33% after the first revision of the SECP CG Code, while it is also marginally improved to 66.32% in the era post the 2017 revision of the SECP CG Code. 

Overall, these results show a definite improvement in the different subject categories of the Total Governance Disclosure Quality Index of the Pakistani listed banks after the 2012 and 2017 revisions of the SECP Corporate Governance Code. Apart from the board and management structure and process disclosure (BMS), which slightly collapsed after the latest revision of the SECP CG Code 2017. Disclosure related to all other categories of the GQI showed a significant improvement after each revision of the SECP CG Code. 
Based on the results presented above, hypotheses 1a and 1b are accepted, and it can be concluded that TGDQ of Pakistani listed banks made in their Annual Reports improved after 2012 and 2017 revisions of the SECP CG Code. To support the descriptive results, the One-way repeated-measures ANOVA was conducted in the below section. The statistical results also provide the backing of descriptive findings. 

7.2.1 One - Way Repeated Measures ANOVA


To find out that whether the governance disclosure quality of the Pakistani listed banks in their Annual Reports statistically improved after the two revisions of the SECP CG Code, this doctoral research performs One-way repeated-measures ANOVA.  Pallant (2020), One-way repeated-measures ANOVA is used to determine whether three or more group means are different where the participants are the same in each group.

In Table 7.2, all the multivariate tests produce the same results, but the Wilks’ Lambda being the most used statistic (Pallant, 2020).  The value of Wilks' Lambda is .367, F (2, 17) = 14.66, p<.005, multivariate partial eta squared = .633. These results suggest a statistically significant effect of both revisions of the SECP CG Code on Total Governance Disclosure Quality. Although the statistics establish an overall statistical difference in the mean value of TGDQ over the three time-periods of the SECP CG Code, it was not instantly evident as to which period statistically differs from each another. Relevant information provided in Table 7.5, compares each pair of the time-period and shows whether the difference between them is significant.  According to the results in Table 7.3, the mean value of TGDQ in the 2002 SECP CG Code period is statistically significantly different from the 2012 SECP CG Code (MD = -8.002, p<.000) and 2017 SECP CG Code (MD = -11.38, p<.000).  Equally, the mean value of the TGDQ in the 2012 SECP CG Code is also statistically significantly different from the 2017 SECP CG Code (MD = -3.380, p<.000). Further there is a statistically significant difference in the mean value of the TGDQ across the three time-periods of the SECP CG code, though the actual effect size is not known. The partial Eta Squared value in Table 7.2 indicates the effect size. The value is .633, and as per the Cohen (1988) guidelines, this result suggests a very large effect size.  This is because suggests that value of Cohen’s guidance’s, .01 = small effect size, .06 = moderate effect size, .14 = large effect size.

	Multivariate Tests

	
	Value
	F
	Hypothesis df
	Error df
	Sig.
	Partial Eta Squared

	Pillai's trace
	.633
	14.664
	2.000
	17.000
	.000
	.633

	Wilks' lambda
	.367
	14.664
	2.000
	17.000
	.000
	.633

	Hotelling's trace
	1.725
	14.664
	2.000
	17.000
	.000
	.633

	Roy's largest root
	1.725
	14.664a
	2.000
	17.000
	.000
	.633


Table 7‑2:- Multivariate Tests

	Dependent variable: Total Governance Disclosure Quality



	(I) SECPCODE
	(J) SECPCODE
	Mean Difference (I-J)
	Std. Error
	Sig.
	95% Confidence Interval for Difference

	
	
	
	
	
	Lower Bound
	Upper Bound

	2002 SECP CG Code
	2012 SECP CG Code
	-8.002*
	1.54
	.000
	-12.1
	-3.94

	
	2017 SECP CG Code
	-11.38*
	2.06
	.000
	-16.8
	-5.94

	2012 SECP CG Code
	2002 SECP CG Code
	8.002*
	1.54
	.000
	3.94
	12.1

	
	2017 SECP CG Code
	-3.380*
	1.03
	.012
	-6.10
	-.662

	2017 SECP CG Code
	2002 SECP CG Code
	11.38*
	2.06
	.000
	5.94
	16.8

	
	2012 SECP CG Code
	3.380*
	1.03
	.012
	.662
	6.10


Table 7‑3:- One-way repeated measures ANOVA (The SECP CG Code 2002, 2012 and 2017)
7.3 Descriptive Statistics – MGDQ and its Categories 

To get a more in-depth understanding of the governance disclosure quality made by the Pakistani listed banks in their Annual Reports, this research divides the Governance Disclosure Quality Index (GQI) into two categories, which are: Mandatory Governance Disclosure Quality (MGDQ) and Voluntary Governance Disclosure Quality (VGDQ). In period one from 2009 - 2011 – as per the 2002 SECP CG Code requirements – there were 41 mandatory items out of 82 total items in the GQI. In comparison, this composition of mandatory items changed to 46 and 47 after the revisions of the SECP CG Code 2012 and 2017, respectively. Further details regarding the "Composition of Mandatory and Voluntary items in the GQI" is provided in Section 6.3.2.3 of Chapter 6 of this doctoral research thesis. 

This section also provides relevant descriptive statistics and a graphical comparison of the Mandatory Governance Disclosure Quality (MGDQ) and its six categories during the SECP CG Code 2002, revised SECP CG Code 2012 & 2017 and across the overall research time-period.

The data in Table 7.4 and Figure 7.2 shows that the MGDQ of the Pakistani listed banks sufficiently increased after the first revision of the SECP CG Code 2012. The mean value of the MGDQ increased from 66.80% in the 2002 SECP CG Code to 73.35% after the 2012 revision of the SECP CG Code period. However, the average value of the MGDQ slightly decreased to 72.40 % after the second revision of the SECP CG Code 2017. 

These results show that some Pakistani listed banks are still in the transitional period of the three years implement the revised SECP CG Code 2017. The maximum score of the MGDQ was 89.36% which was achieved during the SECP CG Code 2017 with a Standard. Deviation from the mean during that period of 9.10, higher than in 2002 (8.26) and 2012 SECP CG Code period (7.69), respectively. They also show that some banks are quicker than others in implementing compliance with the requirements of the revision of the SECP CG Code 2017. The overall mean value of the MGDQ was not very remarkable being 70.45% for all three periods from 2009 ~ 2018. 

Table 7.4 (following) reveals the categories of the MGDQ Index. The overall mean value of the Mandatory OWM disclosure was 51.55% in the total time-period of this research – 2009 ~ 2018. The OWN disclosure marginally improved after each revision of the SECP CG Code. The mean value of Mandatory OWN disclosure was 51.29% during 2009 – 2011 – the time-period of 2002 SECP CG Code, which increased to 51.67% and 51.97% after 2012 and 2017 revisions of the SECP CG Code, respectively.

The Figures in Table 7.4 indicate that the average level of Mandatory FTD disclosure of the Pakistani listed banks in all periods was 85.51%. It progressed from 83.50% to 87.14% after the first revision of the SECP CG Code 2012, but after the second revision, the average Mandatory FTD disclosure slightly reduced to 86.47%. Although the mean value of the Mandatory FTD disclosure fractionally decreased after the 2017 revision, none of the bank's disclosure went below 71.43% in any time-periods. Conversely, some banks disclosed 100% items in Mandatory FTD categories during 2008 ~ 2019.      

Overall, the results show that the Mandatory AUD disclosure of the Pakistani listed banks significantly grew after each revision of the SECP CG Code. In the pre-2012 revision of the SECP CG Code, the mean value of the Mandatory AUD disclosure was 76.63%, which enhanced to 80.93% in the post-2012 revision. A further improvement was noticed in the Mandatory AUD disclosure in the post-2017 revision of the SECP CG Code, and the mean value reached 84.80%. The average value of the Mandatory AUD disclosure was 79.64% across all three time-periods, with a range from 55.56% to 100%. 

On average, the Mandatory CSR disclosure of the Pakistani listed banks in their Annual Reports was 78.47% from 2009 ~ 2018. The Figures indicate that from period one – 2002 SECP CG Code – to period two – 2012 SECP CG Code – the mean value of the Mandatory CSR disclosure went down from 84.48% to 72.08%. Although it increased in the third period – 2017 SECP CG Code – to 80.26%, it was still lower compared to period one. The minimum value of the CSR disclosure was 50%, and the maximum was 100%. The main reason for this decline in Mandatory CSR disclosure in the later periods is likely that more CSR related items moved from voluntary to mandatory requirements in the 2012 and 2017 revisions of the SECP CG Code. Further, it may be that the banks required more time to fully comply with these strengthened requirements related to Mandatory CSR disclosure. 
During the 2002 SECP CG Code (2009 – 2011), the mean value of the Mandatory BMS disclosure was 50.22%, which appropriately increased to 70.99% after the first revision of the SECP CG Code 2012. But in the second post revision era of the SECP CG Code, regretfully the mean value of Mandatory BMS disclosure deteriorated to 64.55 %. While the Mandatory BMS disclosure slumped after the second revision of the SECP CG Code 2017. Nevertheless, the highest value of 94.12% was recorded during this period. The overall mean value of the Mandatory BMS disclosure was 61.30% during this research time-period – 2009 ~ 2018.   

Concerning the Mandatory RSK disclosure, marginal progress occurred after each revision of the SECP CG Code. The mean value of the Mandatory RSK disclosure was 99.14% in period one, which fractionally increased to 99.17% in the second time-period (2014 – 2016). A noticeable point is that after the second revision of the SECP CG Code, all the Pakistani Listed banks complied with 100% of the Mandatory “Risk” related requirements of the SECP CG Code. A high disclosure in the Mandatory RSK category would be expected as the risky nature of the banking sector would call for banks to disclose maximum information relating to risk management to satisfy various stakeholders and send a positive signal to the market.  Thus, not surprisingly, on average, the Mandatory RSK disclosure of the Pakistani listed banks in their Annual Reports was 99.27% throughout the sample period (2009 ~ 2018), from ranging 50% to 100%. 

The results confirm that there is a definite improvement in all categories of MGQI after the first revision of the SECP CG Code.2012. However, after the second revision of the SECP CG Code 2017, the disclosure related to some disclosure categories of MGQI fractionally dropped. These results show that some Pakistani listed banks are still in the transitional period of three years to implement the revised SECP CG Code 2017 fully. Based on the results presented, Hypothesis 2a is accepted, but Hypothesis 2b is rejected.
	
	SECP CG Code
	MGDQ
	OWN
	FTD
	AUD
	CSR
	BMS
	RSK

	Mean
	2002 


	66.80
	51.29
	83.50
	76.63
	84.48
	50.22
	99.14

	
	2012 


	73.35
	51.67
	87.14
	80.93
	72.08
	70.99
	99.17

	
	2017 


	72.40
	51.97
	86.47
	84.80
	80.26
	64.55
	100.00

	
	Overall time-period (2009 ~ 2018)


	70.45
	51.55
	85.51
	79.64
	78.47
	61.30
	99.27

	Median
	2002 


	64.63
	50.00
	85.71
	77.78
	100.00
	47.92
	100.00

	
	2012 


	70.65
	50.00
	85.71
	77.78
	75.00
	70.31
	100.00

	
	2017 


	71.28
	50.00
	85.71
	88.89
	75.00
	61.76
	100.00

	
	Overall time-period (2009 ~ 2018)


	68.48
	50.00
	85.71
	77.78
	75.00
	61.76
	100.00

	Standard Deviation
	2002 


	8.26
	5.07
	6.98
	15.25
	16.77
	14.84
	6.57

	
	2012 


	7.69
	4.29
	6.81
	13.11
	16.65
	11.79
	6.45

	
	2017 


	9.10
	4.68
	5.78
	12.40
	15.77
	14.62
	0.00

	
	Overall time-period (2009 ~ 2018)


	8.67
	4.66
	6.93
	14.17
	17.46
	16.62
	6.02

	Minimum
	2002 


	53.66
	37.50
	71.43
	55.56
	66.67
	33.33
	50.00

	
	2012 


	61.96
	50.00
	71.43
	55.56
	50.00
	53.13
	50.00

	
	2017 


	59.57
	50.00
	71.43
	66.67
	50.00
	41.18
	100.00

	
	Overall time-period (2009 ~ 2018)


	53.66
	37.50
	71.43
	55.56
	50.00
	33.33
	50.00

	Maximum
	2002 


	85.37
	62.50
	100.00
	100.00
	100.00
	83.33
	100.00

	
	2012 


	89.13
	62.50
	100.00
	100.00
	100.00
	93.75
	100.00

	
	2017 


	89.36
	62.50
	100.00
	100.00
	100.00
	94.12
	100.00

	
	Overall time-period (2009 ~ 2018)


	89.36
	62.50
	100.00
	100.00
	100.00
	94.12
	100.00


Table 7‑4:- Descriptive Statistics of MGDQ and its categories
Key to variables
SECP CG Code = Security and Exchange Commission Pakistan Corporate Governance Code
MGDQ = Mandatory Governance Disclosure Quality

OWN = Ownership Structure and Exercise of Control Rights Features

FTD = Financial Transparency and Information Disclosure Features

AUD = Audit Features

CSR = Corporate Responsibility and Compliance Features

BMS = Board and Management Structure and Process Features

RSK = Bank’s Risk Governance Features
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Figure 7‑2:- Comparison of six categories of MGQI among the SECP CG Code 2002, 2012 and 2017
7.4 Descriptive Statistics – VGDQ and its Categories 

This section provides and explains some relevant descriptive statistics and a graphical comparison of Voluntary Governance Disclosure Quality (VGDQ) made by the Pakistani listed banks during the SECP CG Code 2002, revised SECP CG Code 2012, 2017 and overall time-period.

The GQI had 41 voluntary items out of 82 total items in the 2002 SECP CG Code, which reduced to 36 and 35 after the revisions of the SECP CG Code 2012 and 2017, respectively. This was because the SECP changed some of the voluntary disclosure items to the mandatory requirement in these revisions. More details about the "composition of mandatory and voluntary items in the GQI" is mentioned in Section 6.3.2.3 of Chapter 6 of the thesis. 

The results in Table 7.5 below indicates that the level of Voluntary Governance Disclosure Quality of the Pakistani banks in their Annual Reports improved after each revision of the SECP CG Code. The mean value of the VGDQ was 17.03% from 2009 to 2011 and this enhanced to 19.54% after the 2012 revision. It was further boosted to 27.82% in 2008 - the era of the 2017 revision. The overall VGDQ was 19.62% from 2009 ~ 2018, ranging from 6.10% to 60%. The minimum value of 6.10% was recorded in the 2002 SECP CG Code, while the maximum value of 60% was reported in the 2017 SECP CG Code period.   

With reference to Table 7.5 and Figure 7.3 below, the results of Voluntary OWN disclosure were somewhat curious, as none of the banks disclosed in this category throughout the time-period of this research – 2009 ~ 2018. On investigating the details of this non-disclosure practice, one finds there is only one item under this category: “Anti-Takeover Measures”. However, disclosure of anti-takeover measures, within current Pakistani law states that public disclosure is only made on the occasion of an acquisition attempt. Conversely, UNCTAD's CG Guidelines recommends that firms should disclose anti-takeover measures regardless of whether the firm faces a takeover attempt.  

The statistics relevant to Voluntary FTD disclosure demonstrate a growing trend after each revision of the SECP CG Code. They also reveal that the mean value of the Voluntary FTD disclosure in post-2017 revision was 52.63% compared to 42.50% in the 2012 SECP CG Code era and 37.50% during the 2002 SECP CG Code time-period. The average Voluntary FTD disclosure during 2009 ~ 2018 was 41.79% with individual banks ranking from 0 to 100%. A possible logical reason for this progress is that under the category of Voluntary FTD, 3 out of the 4 the voluntary items require graphical an analysis of the financial information. So, enhancement in the Voluntary FTD disclosure after each suggest that Pakistani listed banks disclosed quality financial information in order to satisfy the need of different stakeholders and send a positive signal to the financial market. Nine banks in the 2002 SECP CG Code era, and 8 in the 2012 SECP CG Code era, did not disclose any Voluntary FTD items in one or more of their Annual Reports. On the other hand, three different banks, within each research time-period, made 100% Voluntary FTD disclosure at least in 1 annual report.    

The level of the Voluntary AUD disclosure shows a visible improvement after the revisions of the SECP CG Code. In period one, the mean value of the Voluntary AUD disclosure was 2.16%, but after the 2012 revision, it increases 8.33% and further enhanced to 26.97% after the 2017 revision of the SECP CG Code. In comparison, the overall Voluntary AUD disclosure was 8.30% during 2009 ~ 2018. The minimum value was 0, and the maximum was 75%. 

There are four explanatory voluntary items in the AUD category. A higher Voluntary AUD disclosure after each revision of the SECP CG Code would indicate that Pakistani listed banks want to improve the relationship of Stakeholders trust and show that they are accountable to their stakeholders. However, there were 15, 9 and 6 banks respectively in 2002, 2012 and 2017 SECP CG Code which did not disclose any AUD items in one or more Annual Reports. 
The Voluntary CSR disclosure has a mean value of 21.39% for the overall time-period from 2009 ~ 2018 and ranges from 0 to 82.14%. Statistics in Table 7.5 illustrate that Voluntary CSR disclosure increased to 24.05% in period two – 2012 SECP CG Code – from 14.25% in the era of the 2002 Code and showed a reasonable enhancement to 34.77% after the 2017 revision of the SECP CG Code. In the period of the 2002 SECP CG Code, there were eight banks, and after the 2012 revision, there was one bank that did not disclose any Voluntary CSR item in one or more of their Annual Reports. This improvement in voluntary CSR disclosure after each revision of the SECP CG Code shows that Pakistani listed banks are dis posed to disclose additional information related to their CSR activities, in order to send a positive signal to various stakeholders.

The Voluntary BMS disclosure dramatically plummets from 14.25% in period one to 3.50% in period two. Although it slightly improved to 4.09% in period three compared to period two, it is still very low as related to period one – 2002 SECP CG Code. The average voluntary BMS disclosure was 8.15% during the time-period of this research – 2009 ~ 2018 with individual ranging from 0 to 60.71%. The reason for this radical decline of the Voluntary BMS disclosure is probably that some of the voluntary items under the BMS category moved to the mandatory Index after the revisions of the SECP CG Code 2012 and 2017. Thus, the level of voluntary BMS disclosure plummeted. In the era of 2012 and 2017 SECP CG Code, 15 and 13 banks did not disclose any voluntary BMS item in at least one of their Annual Reports.

The index of Voluntary RSK disclosure fractionally improved after each revision of the SECP CG Code. The relevance mean value was 41.95% in the 2002 SECP CG Code compared to 42.78% after the first revision and 43.86% after the second revision. The overall average from 2009 ~ 2018 was 42.58%, with a minimum value of 33.33% and a maximum of 66.67%. 
 Overall, the results suggest that there is a noticeable enhancement in all categories of VGQI after each revision of the SECP CG Code, except in the voluntary BMS disclosure, which declined after the 2012 and 2017 revisions. A possible logical explanation of this decline is explained earlier in this Chapter. Nevertheless, based on the results presented, hypotheses 3a and 3b is accepted.
	
	SECP CG Code
	VGDQ
	OWN
	FTD
	AUD
	CSR
	BMS
	RSK


	Mean
	2002 


	17.03
	0.00
	37.50
	2.16
	14.25
	14.29
	41.95

	
	2012 


	19.54
	0.00
	42.50
	8.33
	24.05
	3.50
	42.78

	
	2017 


	27.82
	0.00
	52.63
	26.97
	34.77
	4.09
	43.86

	
	Overall time-period (2009 ~ 2018)


	19.62
	0.00
	41.79
	8.30
	21.39
	8.15
	42.58

	Median
	2002 


	13.41
	0.00
	25.00
	0.00
	13.33
	10.71
	33.33

	
	2012 


	15.97
	0.00
	25.00
	0.00
	16.07
	0.00
	33.33

	
	2017 


	21.43
	0.00
	50.00
	25.00
	25.00
	0.00
	33.33

	
	Overall time-period (2009 ~ 2018)


	15.71
	0.00
	25.00
	0.00
	14.29
	10.71
	33.33

	Standard Deviation
	2002 


	8.39
	0.00
	29.34
	7.08
	12.64
	7.83
	14.72

	
	2012 


	12.36
	0.00
	30.29
	15.03
	18.37
	7.32
	15.15

	
	2017 


	15.11
	0.00
	29.92
	24.39
	21.16
	7.37
	15.92

	
	Overall time-period (2009 ~ 2018)


	11.76
	0.00
	30.03
	16.20
	17.96
	9.17
	14.98

	Minimum
	2002 


	6.10
	0.00
	0.00
	0.00
	0.00
	10.71
	33.33

	
	2012 


	5.56
	0.00
	0.00
	0.00
	0.00
	0.00
	33.33

	
	2017 


	12.86
	0.00
	25.00
	0.00
	10.71
	0.00
	33.33

	
	Overall time-period (2009 ~ 2018)


	5.56
	0.00
	0.00
	0.00
	0.00
	0.00
	33.33

	Maximum
	2002 


	36.59
	0.00
	100.00
	25.00
	53.33
	60.71
	66.67

	
	2012 


	54.17
	0.00
	100.00
	50.00
	82.14
	20.00
	66.67

	
	2017 


	60.00
	0.00
	100.00
	75.00
	82.14
	22.22
	66.67

	
	Overall time-period (2009 ~ 2018)


	60.00
	0.00
	100.00
	75.00
	82.14
	60.71
	66.67


Table 7‑5:- Descriptive Statistics of VGDQ and its categories 
Key to variables
SECP CG Code = Security and Exchange Commission Pakistan Corporate Governance 

Code

VGDQ = Voluntary Governance Disclosure Quality

OWN = Ownership Structure and Exercise of Control Rights Features

FTD = Financial Transparency and Information Disclosure Features

AUD = Audit Features

CSR = Corporate Responsibility and Compliance Features

BMS = Board and Management Structure and Process Features

RSK = Bank’s Risk Governance Features
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Figure 7‑3:- Comparison of all categories of VGQI among the SECP CG Code 2002, 2012 and 2017.
7.5 Frequency and Relevant Frequency of the TGDQ and its Six Categories

Table 7.6 below reveals the Total Governance Disclosure Quality frequencies and its categories of the Pakistani listed banks. The Table 7.6 uses unbalanced data over three different time-periods. This is a result of non-availability of all the required data for various reasons (more details are provided in Section 6.4 of Chapter 6 of the thesis. Table 7.6 also provides the relevant total observations for the period of 2002 SECP CG Code (2009 – 2011) which were 58. In the 2012 SECP CG Code (2014 – 2016), however, the number of observations was 60. In the 2017 SECP CG Code (2018) era, 19 Annual Reports in total were used for data collection. So, to get a more representative and comprehensive understanding, the research also calculates the relevant frequencies of TGDQ and its categories and presents them in Table 7.7.
TGDQ – Total Governance Disclosure Quality
Tables 7.6 and 7.7 reveal that in the period of 2002 SECP CG Code, 57 Annual Reports of the Pakistani listed banks (representing 96.9% of the total population) disclosed between 30% and 60% of the TGDQ and only 1% published between 60% and 70%. However, none of the banks revealed more than 70% of the TGDQ in their Annual Reports during the 2002 SECP CG Code period. After the first revision of the SECP CG Code, the frequency of the TGDQ of the Pakistani listed banks improved - only 3 (5%) of Annual Reports made less than 40% of the total disclosure. The majority of disclosure was between 40% and 70%, as 55 (91.6%) out of 60 Annual Reports disclosed TGDQ between 40% and 70% during the 2012 SECP CG Code era. In this period, two Annual Reports (3.3% of the total population) disclosed between 70-80%. Nevertheless, none of the banks released more than 80% of the TGDQ in their Annual Reports.  Referring to Table 7.6 and 7.7 again, the frequency of the TGDQ further enhanced after the second revision of the SECP CG Code 2017 - all the banks published at least 40% of the TGDQ in their Annual Reports. Correspondingly, 15.8% of the total population disclosed more than 70% of TGDQ. This is much higher than the first revision (3.3%). In the overall time-period between 2009 ~ 2018, 120 (87.6%) Annual Reports reported between 30% to 60% of TGDQ, while 27% of Annual Reports disclosed between 30 – 40% while only 3.6% were disclosed in the range of 70% to 80%.
QWN - Ownership Structure and Exercise of Control Rights
In terms of the sub-categories of the GQI, the statistics show that the disclosure related to ownership structure and exercise of control rights (OWN) made by Pakistani listed banks in their Annual Reports is very concentrated as most of the Annual Reports in all three periods published OWN related information in between 40% to 60%. Table, 7.6 and 7.7 reveal the frequency of OWN disclosure slightly increased after revisions to the SECP CG Codes 2012 and 2017. As, in the era of 2002 SECP CG Code, there were 3.5% Annual Reports of the total population which made less than 40% of the entire OWN disclosure but after the first and second revision of the SECP CG Code, not even a single bank reported less than 40% of OWN disclosure in their Annual Reports. On a more positive side, in the post-2017 revision era, 15.8% of the total population published OWN disclosure of between 50% and 60%, as compared to 2002 and 2012 - this ratio was 13.3% in each period. The overall frequency of OWN disclosure was very low as none of the banks has made more than 60% of the disclosure in their Annual Reports throughout the research period (2009 ~ 2018). 
FTD - Financial Transparency and Information Disclosure
 Table 7.6 and 7.7 reveal the frequency of Financial Transparency and Information Disclosure was widely spread from 40% to 100%. It is the only category of TGDQ where Pakistani listed banks achieved 100% disclosure in their Annual Reports. In the 2002 SECP CG Code, only 1 (1.7%) annual report released less than 50% of the FTD disclosure, whereas 96.5 % of the Annual Reports have disclosed 50% to 99% of the total FTD disclosure. Only one annual report (1.7%) made 100% FTD disclosure during 2009 – 2011. After the 2012 revision of the SECP CG Code, the frequency of the FTD related information in the Annual Reports of Pakistani listed banks visibly improved, as 3 (5%) of the total Annual Reports published all the items under the FTD category. The frequency of FTD disclosure was further enhanced after the second revision of the SECP CG Code with 10.5% of all Annual Reports unveiled 100% of the FTD items. 
AUD – Audit Feature
The overall frequency of the Audit related information of the Pakistani listed bank in their Annual Reports was between 30% to 99% in 2009 ~ 2018. None of the banks had AUD disclosure in their Annual Reports less than 30% and more than 99% of the total disclosure. Comparing the eras of 2002, 2012 and 2017 SECP CG Code. Tables 7.6 and 7.7 show that 20.7% of the total Annual Reports released AUD related information at a level between 30% – 40%. At the same time, only 1.7% of the total Annual Reports disclosed a similar range after the first revision of the SECP CG Code. In the second post revision, none of the banks published AUD information at a level of less than 40% in their Annual Reports. Conversely, in the higher category, only 3.4% of the total Annual Reports, disclosed 90% to 99% during the SECP CG Code 2002, while absolutely none of the banks published in this category during the 2012 SECP CG Code. Nevertheless, the frequency of AUD disclosure improved after the 2017 revision of the SECP CG Code, while 10.5% of the total Annual Reports providing AUD disclosures being within the range of 90% to 99%. 
CSR – Corporate Responsibility and Compliance

The frequency of the CSR disclosure of Pakistani listed banks in their Annual Reports was the lowest among all other categories of the GQI. It is the only category of the GQI in which the disclosure level went below 20% of the total CSR disclosure. In the 2002 SECP CG Code era, 20 (34.5%) Annual Reports released only 10% to 20% items relating to CSR. In contrast, only one annual report in this period reported CSR items in between 60% to 70%, but none of the banks disclosed more than 70% of the CSR disclosure in their Annual Reports. The frequency of the CSR disclosure improved notably after the first revision of the SECP CG Code as only 8 (13.3%) Annual Reports published CSR items less than 20%. There were only two banks (3.3%) which Annual Reports on the upper side registering CSR disclosure in the range of 80% to 90%. The frequency of the CSR disclosure further enhanced after the second revision of the SECP CG Code as none of the banks disclosed CSR information in their Annual Reports less than 20%, and 5.3% of the total population reported CSR items in the range of 80% to 90%. 
BMS - Board and Management Structure and Process
In the 2002 SECP CG Code period, more than half of the total Annual Reports (58.6%) of Pakistani listed banks made the Board and Management Structure and Process disclosures registering between 20% to 30% of the entire BMS disclosure. In contrast, none of the banks revealed more than 60% of BMS information in this period. After the first revision of the SECP CG Code (2012), the frequency of the BMS disclosure improved. None of the banks published the BMS information registering less than 30% in this period, while remarkably 91.7% of Annual Reports made BMS disclosure ranging from 30% to 60%.  Also, 8.3% of the Annual Reports disclosed between 60% and 70%. But after the second revision, the frequency of the BMS disclosure of the Pakistani listed banks in their Annual Reports fell. In this period, 26.3% of the Annual Reports made less than 30% BMS disclosure. Also, only 2 (5.1%) of the Annual Reports made BMS disclosure between 60 to 70%. This decline in the BMS disclosure of the Pakistani listed banks is possibly due to the transitional period of the SECP CG Code 2017, as explained in detail in Chapter 6 of this doctoral research thesis. In the overall time-period from 2009 ~ 2018, BMS disclosure of Pakistani listed banks in their Annual Reports was in the range of 20 to 70%, with more of them (36.8%) disclosing BMS information between 40 - 50%.
RSK - Risk Governance Discloser
 Results in Tables 7.6 and 7.7, reveal the frequency of bank risk governance disclosures is very high; in the era of the 2002 SECP CG Code, only 1 (1.7%) annual report released RSK information below 40% of the total applicable disclosure. In comparison, 72.4% and 25.9% of the total Annual Reports disclosed RSK information between 50 – 60% and 80 – 90%, respectively. RSK disclosure visibly improved after the first revision of the SECP CG Code, as 73.3% of the Annual Reports disclosed RSK information registering between 60 to 70%, and 26.7% disclosing between 80 to 90%. After the second revision, the RSK disclosure increased further when compared with the two prior periods. In this period, 31.6% of the total Annual Reports released RSK information between 80 to 90%, which is a reasonably higher number of Annual Reports than the 2002 period (25.9%) and 2012 SECP CG Code period (26.7%), respectively.  
In Summary, in the table provided in this chapter the frequency of CSR disclosure was the lowest, while the frequency of the FTD disclosure was highest across all disclosure categories. Approximately 28 (20.4%) Annual Reports out of 137 in total, released less than 20% of the total CSR related information. Conversely, 6 (4.4%) Annual Reports disclosed all items in the FTD category.
	
	SECP CG Code
	<10
	10-19.9
	20-29.9
	30-39.9
	40-49.9
	50-59.9
	60-69.9
	70-79.9
	80-89.9
	90-99.9
	100
	Total

	TGDQ

	2002 
	
	
	
	34
	14
	09
	1
	
	
	
	
	58

	
	2012 
	
	
	
	03
	35
	11
	09
	02
	
	
	
	60

	
	2017 
	
	
	
	
	11
	03
	02
	03
	
	
	
	19

	
	Overall time-period (2009 ~ 2018)
	
	
	
	37
	60
	23
	12
	05
	
	
	
	137

	OWN
	2002 
	
	
	
	02
	48
	08
	
	
	
	
	
	58

	
	2012 
	
	
	
	
	52
	08
	
	
	
	
	
	60

	
	2017 
	
	
	
	
	16
	03
	
	
	
	
	
	19

	
	Overall time-period (2009 ~ 2018)
	
	
	
	02
	116
	19
	
	
	
	
	
	137

	FTD

	2002 
	
	
	
	
	01
	19
	14
	13
	06
	04
	01
	58

	
	2012 
	
	
	
	
	01
	11
	20
	07
	12
	06
	3
	60

	
	2017 
	
	
	
	
	
	01
	08
	02
	05
	01
	02
	19

	
	Overall time-period (2009 ~ 2018)
	
	
	
	
	02
	31
	42
	22
	23
	11
	06
	137

	AUD

	2002 
	
	
	
	12
	11
	14
	19
	02
	
	
	
	58

	
	2012 
	
	
	
	01
	19
	11
	21
	06
	02
	
	
	60

	
	2017 
	
	
	
	
	02
	04
	05
	05
	01
	02
	
	19

	
	Overall time-period (2009 ~ 2018)
	
	
	
	13
	32
	29
	45
	13
	03
	02
	
	137

	CSR

	2002 
	
	20
	18
	14
	03
	02
	01
	
	
	
	
	58

	
	2012 
	
	08
	22
	17
	02
	03
	06
	
	02
	
	
	60

	
	2017 
	
	
	03
	08
	01
	03
	01
	02
	01
	
	
	19

	
	Overall time-period (2009 ~ 2018)
	
	28
	43
	39
	06
	08
	08
	02
	03
	
	
	137

	BMS
	2002 
	
	
	34
	16
	05
	03
	
	
	
	
	
	58

	
	2012 
	
	
	
	18
	25
	12
	05
	
	
	
	
	60

	
	2017 
	
	
	02
	05
	07
	03
	02
	
	
	
	
	19

	
	Overall time-period (2009 ~ 2018)
	
	
	36
	39
	37
	18
	07
	
	
	
	
	137

	RSK
	2002 
	
	
	
	
	01
	42
	
	
	15
	
	
	58

	
	2012 
	
	
	
	
	
	
	44
	
	16
	
	
	60

	
	2017 
	
	
	
	
	
	
	13
	
	06
	
	
	19

	
	Overall time-period (2009 ~ 2018)
	
	
	
	
	01
	
	99
	37
	
	
	
	137


Table 7‑6:- Frequency of TGDQ and its six categories
Key to Variables

SECP CG Code = Security and Exchange Commission Pakistan Corporate Governance Code
TGDQ = Total Governance Disclosure Quality

OWN = Ownership Structure and Exercise of Control Rights Features

FTD = Financial Transparency and Information Disclosure Features

AUD = Audit Features

CSR = Corporate Responsibility and Compliance Features

BMS = Board and Management Structure and Process Features

RSK = Bank’s Risk Governance Features
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Figure 7‑4:- Frequency of TGDQ and its categories (2009~2018)
	
	SECP CG Code
	<10
	10-19.9
	20-29.9
	30-39.9
	40-49.9
	50-59.9
	60-69.9
	70-79.9
	80-89.9
	90-99.9
	100
	Total

	TGDQ


	2002 
	
	
	
	58.6
	23.3
	15.0
	1
	
	
	
	
	58

	
	2012 
	
	
	
	05
	58.3
	18.3
	15
	3.3
	
	
	
	60

	
	2017 
	
	
	
	
	57.9
	15.8
	10.5
	15.8
	
	
	
	19

	
	Overall time-period (2009 ~ 2018)
	
	
	
	27
	43.8
	16.8
	8.8
	3.6
	
	
	
	137

	OWN
	2002 
	
	
	
	3.4
	80.0
	13.3
	
	
	
	
	
	58

	
	2012 
	
	
	
	
	86.7
	13.3
	
	
	
	
	
	60

	
	2017 
	
	
	
	
	84.2
	15.8
	
	
	
	
	
	19

	
	Overall time-period (2009 ~ 2018)
	
	
	
	1.5
	84.7
	13.9
	
	
	
	
	
	137

	FTD


	2002 
	
	
	
	
	1.7
	32.8
	24.1
	22.4
	10.3
	6.9
	1.7
	58

	
	2012 
	
	
	
	
	1.7
	18.3
	33.3
	11.7
	20
	10
	5
	60

	
	2017 
	
	
	
	
	
	5.3
	42.1
	10.5
	26.3
	5.3
	10.5
	19

	
	Overall time-period (2009 ~ 2018)
	
	
	
	
	1.5
	22.6
	30.7
	16.1
	16.8
	8.0
	4.4
	137

	AUD


	2002 
	
	
	
	20.7
	19.0
	24.1
	19
	24.1
	32.8
	3.4
	
	58

	
	2012 
	
	
	
	1.7
	31.7
	18.3
	35
	10
	3.3
	
	
	60

	
	2017 
	
	
	
	
	10.5
	21.1
	26.3
	26.3
	5.3
	10.5
	
	19

	
	Overall time-period (2009 ~ 2018)
	
	
	
	9.5
	23.4
	21.2
	32.8
	9.5
	2.2
	1.5
	
	137

	CSR


	2002 
	
	34.5
	31
	24.1
	5.2
	3.4
	1.7
	
	
	
	
	58

	
	2012 
	
	13.3
	36.7
	28.3
	3.3
	5
	10
	
	3.3
	
	
	60

	
	2017 
	
	
	15.8
	42.1
	5.3
	15.8
	5.3
	10.5
	5.3
	
	
	19

	
	Overall time-period (2009 ~ 2018)
	
	20.4
	31.4
	28.5
	4.4
	5.8
	5.8
	1.5
	2.2
	
	
	137

	BMS
	2002 
	
	
	58.6
	27.6
	8.6
	5.2
	
	
	
	
	
	58

	
	2012 
	
	
	
	30
	41.7
	20
	8.3
	
	
	
	
	60

	
	2017 
	
	
	26.3
	28.5
	27
	13.1
	5.1
	
	
	
	
	19

	
	Overall time-period (2009 ~ 2018)


	
	
	10.5
	26.3
	36.8
	15.8
	10.5
	
	
	
	
	137

	RSK
	2002 
	
	
	
	
	1.7
	72.4
	
	
	25.9
	
	
	58

	
	2012 
	
	
	
	
	
	
	73.3
	
	26.7
	
	
	60

	
	2017 
	
	
	
	
	
	
	68.4
	
	31.6
	
	
	19

	
	Overall time-period (2009 ~ 2018)
	
	
	
	
	
	0.7
	
	72.3
	27
	
	
	137


Table 7‑7:- Relevant Frequencies of TGDQ and its categories
Key to Variables
SECP CG Code = Security and Exchange Commission Pakistan Corporate Governance Code
TGDQ = Total Governance Disclosure Quality

OWN = Ownership Structure and Exercise of Control Rights Features

FTD = Financial Transparency and Information Disclosure Features

AUD = Audit Features

CSR = Corporate Responsibility and Compliance Features

BMS = Board and Management Structure and Process Features

RSK = Bank’s Risk Governance Features
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Figure 7‑5:- Relevant frequency of TGDQ and its categories (2009~2018)
7.6 Relevant Frequency Comparison of TGDQ among the SECP CG Codes 
This section provides a bar chart comparison of the relevance frequency of the TGDQ among the era of 2002, 2012 and 2017 SECP CG Code. As mentioned above in Section 7.5, this research has used unbalanced data among three different time-periods; therefore, the frequency comparison of the TGDQ among three time-periods is irrelevant. 

 Figure 7.6, the relevant frequency of the TGDQ made by the Pakistani listed banks in their Annual Reports was enhanced after the revisions of the SECP CG Code 2012 and 2017.  There were only 5% of the Annual Reports in the post-2012 revision era, which have released less than 40% of the total items identified in the Index, as compared to 58.6% Annual Reports in the era of 2002 SECP CG Code while there was no annual report after the second revision of the SECP CG Code which has reported less than 40% of the total information. 

In terms of higher disclosure, after the second revision of the SECP CG Code, 15.8% of the total Annual Reports made the TGDQ in the range between 70 to 80%, in contrast with the 2012 SECP CG Code, there were only 3.3% of Annual Reports which made TGDQ in this range. While in 2002, none of the banks has made TGDQ more than 70%.
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Figure 7‑6:- Relevant Frequency comparison of TGDQ among the period of the SECP CG Code 2002, revised SECP CG Code 2012 & 2017 and Overall)
7.7 TGDQ of Each Bank During all Three SECP CG Codes 
This section illustrates the level of TGDQ made by each Pakistani listed bank in its annual report from 2009 ~ 2018. 

Table 7.6a below provides the TGDQ of each Pakistani listed bank (Named in column 1 of the table) in period one - 2009 – 2011. The data of the Habib bank limited for the years 2009 and 2010 is missing due to the non-availability of Annual Reports of these years. 

In column two of Table 7.6a, the percentage of Total GDQ is calculated by dividing the actual score obtained in each year by the maximum obtainable score (82) and then multiplying by 100.

In column three, the average TGDQ per bank is the sum of the percentage of the TGDQ by each bank from 2009 – 2011 and then divided by the number of years in total, which are 3. The average TGDQ per period is the last column, and it is obtained by the sum of all average TGDQ per bank and divided by the total number of banks, which are 20 in the period of the 2002 SECP CG Code. 

Table 7.6a shows that the average TGDQ of the Pakistani listed banks was 41.85% during the era of the 2002 SECP CG Code. Table 7.6b and 7.6c prepared in the same way as table 7.6a determines that the average TGDQ of the Pakistani listed banks after the first and second revisions of the SECP CG Code. Table 7.6b reveals that the average TGDQ of Pakistani listed banks improved to 50.06% after the first revision of the SECP CG Code. Table 7.6c also confirms that the average TGDQ of Pakistani listed banks further enhanced after the second revision of the SECP CG Code. The overall TGDQ of the Pakistani listed banks in all three periods were 46.92%, and it is provided in the last row of Table 7.6c. The annual report for 2017 of the Summit banks is not available; therefore, we cannot get the required information relating to TGDQ. 
	
2002 SECP CG Code (Period One)



	Bank’s Name
	Total GDQ (%) = Actual score obtain/Maximum obtainable score*100
	Average TGDQ (Per Bank)
	Average TGDQ

(Per Period)

	
	2009
	2010
	2011
	
	

	Allied Bank Limited
	56.10
	54.88
	57.32
	56.10
	41.85

	Askari Bank Limited
	45.73
	54.88
	58.54
	53.05
	

	Bank Al-Falah Limited
	33.54
	34.76
	32.93
	33.74
	

	Bank Al-Habib Limited
	34.76
	39.63
	35.37
	36.59
	

	Bank of Khyber Limited
	39.63
	33.54
	36.59
	36.59
	

	Bank of Punjab Limited
	34.76
	34.76
	37.80
	35.77
	

	Bankislami Pakistan Limited
	39.63
	39.63
	35.37
	38.21
	

	Faysal Bank Limited
	47.56
	47.56
	46.34
	47.15
	

	Habib Bank Limited
	-
	-
	37.20
	37.20
	

	Habib Metropolitan Bank Limited
	42.07
	42.07
	39.02
	41.06
	

	JS Bank Limited
	33.54
	34.76
	34.76
	34.35
	

	MCB Bank Limited
	59.76
	54.88
	60.98
	58.54
	

	Meezan Bank Limited
	46.95
	48.78
	45.12
	46.95
	

	National Bank of Pakistan
	51.22
	50.00
	47.56
	49.59
	

	Samba Bank Limited
	34.76
	37.20
	37.20
	36.38
	

	Silkbank Limited
	38.41
	42.07
	45.12
	41.87
	

	Soneri Bank Limited
	31.10
	34.76
	39.02
	34.96
	

	Standard Chartered Bank Limited
	39.63
	37.20
	36.59
	37.80
	

	Summit Bank Limited
	37.20
	37.20
	37.80
	37.40
	

	United Bank Limited


	45.73
	39.63
	40.24
	41.87
	

	
	
	
	
	
	


Table 7.6a: TGDQ of each bank for the SECP CG Code 2002

	2012 SECP CG Code (Period Two)



	Bank’s Name
	Total GDQ (%) = Actual score obtain/Maximum obtainable score*100
	Average TGDQ (Per Bank)
	Average TGDQ

(Per Period)

	
	2014
	2015
	2016
	
	

	Allied Bank Limited
	64.63
	67.07
	73.78
	68.50
	50.06



	Askari Bank Limited
	44.51
	44.51
	50.00
	46.34
	

	Bank Al-Falah Limited
	42.07
	58.54
	65.24
	55.28
	

	Bank Al-Habib Limited
	42.07
	48.78
	44.51
	45.12
	

	Bank of Khyber Limited
	40.85
	42.07
	48.78
	43.90
	

	Bank of Punjab Limited
	43.90
	42.07
	43.29
	43.09
	

	Bankislami Pakistan Limited
	42.07
	44.51
	50.00
	45.53
	

	Faysal Bank Limited
	51.83
	53.05
	60.98
	55.28
	

	Habib Bank Limited
	46.95
	43.29
	49.39
	46.54
	

	Habib Metropolitan Bank Limited
	43.29
	42.07
	45.12
	43.50
	

	JS Bank Limited
	42.07
	45.73
	51.22
	46.34
	

	MCB Bank Limited
	65.85
	67.68
	73.17
	68.90
	

	Meezan Bank Limited
	62.20
	67.07
	65.85
	65.04
	

	National Bank of Pakistan
	43.29
	48.78
	54.88
	48.98
	

	Samba Bank Limited
	37.20
	39.63
	39.02
	38.62
	

	Silkbank Limited
	46.95
	48.17
	51.83
	48.98
	

	Soneri Bank Limited
	51.22
	50.00
	56.10
	52.44
	

	Standard Chartered Bank Limited
	40.85
	40.85
	45.73
	42.48
	

	Summit Bank Limited
	42.07
	44.51
	47.56
	44.72
	

	United Bank Limited
	43.29
	45.73
	45.73
	44.92
	


Table 7.6b: TGDQ of each bank for the SECP revised Code 2012 

	2017 SECP CG Code (Period Three)



	Bank’s Name
	Total GDQ (%) = Actual score obtain/Maximum obtainable score*100
	Average TGDQ (Per Bank)
	Average TGDQ

(Per Period)

	
	2018
	
	

	Allied Bank Limited
	75.61
	75.61
	53.37

	Askari Bank Limited
	43.90
	43.90
	

	Bank Al-Falah Limited
	60.98
	60.98
	

	Bank Al-Habib Limited
	46.34
	46.34
	

	Bank of Khyber Limited
	46.34
	46.34
	

	Bank of Punjab Limited
	42.68
	42.68
	

	Bank Islami Pakistan Limited


	43.29
	43.29
	

	Faysal Bank Limited
	59.76
	59.76
	

	Habib Bank Limited
	49.39
	49.39
	

	Habib Metropolitan Bank Limited
	41.46
	41.46
	

	JS Bank Limited
	56.10
	56.10
	

	MCB Bank Limited
	74.39
	74.39
	

	Meezan Bank Limited
	71.34
	71.34
	

	National Bank of Pakistan
	64.02
	64.02
	

	Samba Bank Limited
	43.90
	43.90
	

	Silk bank Limited


	49.39
	49.39
	

	Soneri Bank Limited
	55.49
	55.49
	

	Standard Chartered Bank Limited
	46.34
	46.34
	

	Summit Bank Limited
	
	
	

	United Bank Limited
	43.29
	43.29
	

	Overall TGDQ (All three periods) = 46.92




Table 7.6c: TGDQ of each bank for the SECP revised Code 2017 

7.8 MGDQ of Each Bank During all Three SECP CG Codes
The purpose of this section is to determine the level of Mandatory Governance Disclosure Quality (MGDQ) made by each Pakistani listed bank in their Annual Reports during the three relevant time-periods – 2009 ~ 2018. To examine the facts further, the MGDQ of the Pakistani listed banks in their Annual Reports after the two revisions of the SECP CG code, a comprehensive analysis was carried out for comparison purposes. 

Table 7.7a below shows the individual bank's MGDQ score for each year from 2009 – 2011. It is also reveals an average MGDQ score for three years of every single bank. Finally, it presents the average MGDQ score for the whole period of the SECP CG Code 2002 – 2009 – 2011. The average MGDQ score of Pakistani listed banks was 66.69% from 2009 – 2011 – 2002 SECP CG Code. 

Table 7.7b is constructed in the same pattern as Table 7.7aand Table 7.7b. It shows that the average MGDQ of Pakistani listed banks considerably increased to 73.0 % after the first revision of the SECP CG Code, 2012. 

In parts Table 7.7c measures the average MGDQ of each bank and the overall period after the second revision of the SECP CG Code, 2017. Table 7.7c shows that the average MGDQ of the Pakistani listed banks slightly decreased to 72.40% after the second revision of the SECP CG Code compared to 73% after the first revision. The reasons for this 0.60% decline in MGDQ have been suggested in an earlier section of this Chapter. Pakistani listed banks' overall MGDQ score in all three periods – 2009 ~ 2018 – was 70.45%. 
	2002 SECP CG Code (Period One)



	Bank’s Name
	Mandatory GDQ (%) = Actual score obtain/Maximum obtainable score*100
	Average MGDQ (Per Bank)
	Average MGDQ

(Per Period)

	
	2009
	2010
	2011
	
	

	Allied Bank Limited
	78.05
	80.49
	85.37
	81.30
	66.69

	Askari Bank Limited
	68.29
	85.37
	85.37
	79.67
	

	Bank Al-Falah Limited
	56.10
	58.54
	54.88
	56.50
	

	Bank Al-Habib Limited
	60.98
	65.85
	58.54
	61.79
	

	Bank of Khyber Limited
	53.66
	58.54
	64.63
	58.94
	

	Bank of Punjab Limited
	60.98
	63.41
	62.20
	62.20
	

	Bankislami Pakistan Limited
	60.98
	65.85
	58.54
	61.79
	

	Faysal Bank Limited
	68.29
	68.29
	69.51
	68.70
	

	Habib Bank Limited
	-
	-
	68.29
	68.29
	

	Habib Metropolitan Bank Limited
	63.41
	65.85
	62.20
	63.82
	

	JS Bank Limited
	58.54
	60.98
	60.98
	60.16
	

	MCB Bank Limited
	82.93
	80.49
	85.37
	82.93
	

	Meezan Bank Limited
	68.29
	68.29
	67.07
	67.89
	

	National Bank of Pakistan
	78.05
	78.05
	75.61
	77.24
	

	Samba Bank Limited
	60.98
	63.41
	63.41
	62.60
	

	Silkbank Limited
	63.41
	68.29
	71.95
	67.89
	

	Soneri Bank Limited
	53.66
	63.41
	64.63
	60.57
	

	Standard Chartered Bank Limited
	65.85
	63.41
	64.63
	64.63
	

	Summit Bank Limited
	63.41
	60.98
	62.20
	62.20
	

	United Bank Limited
	70.73
	65.85
	67.07
	67.89


	


  Table7.7a: MGDQ of each bank for the SECP CG Code 2002 

	2012 SECP CG Code (Period Two)



	Bank’s Name
	MGDQ (%) = Actual score obtain/Maximum obtainable score*100
	Average MGDQ (Per Bank)
	Average MGDQ

(Per Period)

	
	2014
	2015
	2016
	
	

	Allied Bank Limited
	86.96
	89.13
	89.13
	88.41
	73.00

	Askari Bank Limited
	64.13
	64.13
	70.65
	66.30
	

	Bank Al-Falah Limited
	70.65
	80.43
	89.13
	80.07
	

	Bank Al-Habib Limited
	66.30
	76.09
	66.30
	69.57
	

	Bank of Khyber Limited
	66.30
	68.48
	75.00
	69.93
	

	Bank of Punjab Limited
	65.22
	66.30
	66.30
	65.94
	

	Bankislami Pakistan Limited
	68.48
	66.30
	75.00
	69.93
	

	Faysal Bank Limited
	70.65
	70.65
	81.52
	74.28
	

	Habib Bank Limited
	75.00
	70.65
	76.09
	73.91
	

	Habib Metropolitan Bank Limited
	68.48
	68.48
	66.30
	67.75
	

	JS Bank Limited
	66.30
	72.83
	70.65
	69.93
	

	MCB Bank Limited
	85.87
	89.13
	88.04
	87.68
	

	Meezan Bank Limited
	80.43
	86.96
	84.78
	84.06
	

	National Bank of Pakistan
	68.48
	73.91
	80.43
	74.28
	

	Samba Bank Limited
	61.96
	64.13
	61.96
	62.68
	

	Silkbank Limited
	79.35
	75.00
	77.17
	77.17
	

	Soneri Bank Limited
	76.09
	73.91
	78.26
	76.09
	

	Standard Chartered Bank Limited
	68.48
	66.30
	70.65
	68.48
	

	Summit Bank Limited
	68.48
	68.48
	70.65
	69.20
	

	United Bank Limited
	70.65
	72.83
	70.65
	71.38
	


Table7.7b: MGDQ of each bank for the revised SECP CG Code 2012 

	2017 SECP CG Code (Period Three)



	Bank’s Name
	MGDQ (%) = Actual score obtain/Maximum obtainable score*100
	Average MGDQ (Per Bank)
	Average MGDQ

(Per Period)

	
	2018
	
	

	Allied Bank Limited
	87.23
	87.23
	72.40

	Askari Bank Limited
	60.64
	60.64
	

	Bank Al-Falah Limited
	81.91
	81.91
	

	Bank Al-Habib Limited
	69.15
	69.15
	

	Bank of Khyber Limited
	71.28
	71.28
	

	Bank of Punjab Limited
	59.57
	59.57
	

	Bank Islami Pakistan Limited


	64.89
	64.89
	

	Faysal Bank Limited
	75.53
	75.53
	

	Habib Bank Limited
	69.15
	69.15
	

	Habib Metropolitan Bank Limited
	60.64
	60.64
	

	JS Bank Limited
	73.40
	73.40
	

	MCB Bank Limited
	89.36
	89.36
	

	Meezan Bank Limited
	87.23
	87.23
	

	National Bank of Pakistan
	78.72
	78.72
	

	Samba Bank Limited
	67.02
	67.02
	

	Silk bank Limited


	71.28
	71.28
	

	Soneri Bank Limited
	74.47
	74.47
	

	Standard Chartered Bank Limited
	69.15
	69.15
	

	Summit Bank Limited
	
	
	

	United Bank Limited
	64.89
	64.89
	

	Overall MGDQ (All three periods) = 70.45




Table7.7c: MGDQ of each bank for the revised SECP CG Code 2017 

7.9 VGDQ of Each Bank During all Three SECP CG Codes
This section presents the Voluntary Governance Disclosure Quality (VGDQ) made by all the Pakistani listed throughout the time-period of this doctoral research thesis (2009 ~ 2018). 
According to Table 7.8a, the average VGDQ made by all the Pakistani listed banks during the 2002 SECP CG Code time period was 17.01%. It means that, on average, Pakistani listed banks only 17.01% disclosed of the total voluntary items mentioned in the GDQ Index. 

Table 7.8b indicates that voluntary disclosure practices of the Pakistani listed banks in their Annual Reports were reasonably enhanced after the first revision of the SECP CG Code, 2012. Statistics in Table 7.8b show that the average VGDQ score of the Pakistani listed banks was 20.76% in the post era of the 2012 revision of the SECP CG Code.   

Table 7.8c also shows that after the second revision of the SECP CG Code, the average VGDQ practices of Pakistani listed banks improved 7.06% and 10.81% compared to the 2012 and 2002 era, respectively. The average VGDQ of the Pakistani listed banks in the period of the 2017 revision of the SECP CG Code was 27.82%. The overall VGDQ of the Pakistani listed banks in all three periods (2009 ~ 2018) was 19.62%. 
	2002 SECP CG Code (Period One)



	Bank’s Name
	Voluntary GDQ (%) = Actual score obtain/Maximum obtainable score*100
	Average VGDQ (Per Bank)
	Average VGDQ

(Per Period)

	
	2009
	2010
	2011
	
	

	Allied Bank Limited
	34.15
	29.27
	29.27
	30.89
	17.01

	Askari Bank Limited
	23.17
	24.39
	31.71
	26.42
	

	Bank Al-Falah Limited
	10.98
	10.98
	10.98
	10.98
	

	Bank Al-Habib Limited
	8.54
	13.41
	12.20
	11.38
	

	Bank of Khyber Limited
	25.61
	8.54
	8.54
	14.23
	

	Bank of Punjab Limited
	8.54
	6.10
	13.41
	9.35
	

	Bankislami Pakistan Limited
	18.29
	13.41
	12.20
	14.63
	

	Faysal Bank Limited
	26.83
	26.83
	23.17
	25.61
	

	Habib Bank Limited
	-
	-
	6.10
	6.10
	

	Habib Metropolitan Bank Limited
	20.73
	18.29
	15.85
	18.29
	

	JS Bank Limited
	8.54
	8.54
	8.54
	8.54
	

	MCB Bank Limited
	36.59
	29.27
	36.59
	34.15
	

	Meezan Bank Limited
	25.61
	29.27
	23.17
	26.02
	

	National Bank of Pakistan
	24.39
	21.95
	19.51
	21.95
	

	Samba Bank Limited
	8.54
	10.98
	10.98
	10.16
	

	Silkbank Limited
	13.41
	15.85
	18.29
	15.85
	

	Soneri Bank Limited
	8.54
	6.10
	13.41
	9.35
	

	Standard Chartered Bank Limited
	13.41
	10.98
	8.54
	10.98
	

	Summit Bank Limited
	10.98
	13.41
	13.41
	12.60
	

	United Bank Limited
	20.73
	13.41
	13.41
	15.85
	


Table7.8a: VGDQ of each bank for the SECP CG Code 2002 

	2012 SECP CG Code (Period Two)



	Bank’s Name
	VGDQ (%) = Actual score obtain/Maximum obtainable score*100
	Average VGDQ (Per Bank)
	Average VGDQ

(Per Period)

	
	2014
	2015
	2016
	
	

	Allied Bank Limited
	36.11
	38.89
	54.17
	43.06
	20.76

	Askari Bank Limited
	19.44
	19.44
	23.61
	20.83
	

	Bank Al-Falah Limited
	5.56
	30.56
	34.72
	23.61
	

	Bank Al-Habib Limited
	11.11
	13.89
	16.67
	13.89
	

	Bank of Khyber Limited
	8.33
	8.33
	15.28
	10.65
	

	Bank of Punjab Limited
	16.67
	11.11
	13.89
	13.89
	

	Bankislami Pakistan Limited
	8.33
	16.67
	18.06
	14.35
	

	Faysal Bank Limited
	27.78
	30.56
	34.72
	31.02
	

	Habib Bank Limited
	11.11
	8.33
	15.28
	11.57
	

	Habib Metropolitan Bank Limited
	11.11
	8.33
	18.06
	12.50
	

	JS Bank Limited
	11.11
	11.11
	26.39
	16.20
	

	MCB Bank Limited
	40.28
	40.28
	54.17
	44.91
	

	Meezan Bank Limited
	38.89
	41.67
	41.67
	40.74
	

	National Bank of Pakistan
	11.11
	16.67
	22.22
	16.67
	

	Samba Bank Limited
	5.56
	8.33
	9.72
	7.87
	

	Silk bank Limited


	5.56
	13.89
	19.44
	12.96
	

	Soneri Bank Limited
	19.44
	19.44
	27.78
	22.22
	

	Standard Chartered Bank Limited
	5.56
	8.33
	13.89
	9.26
	

	Summit Bank Limited
	8.33
	13.89
	18.06
	13.43
	

	United Bank Limited
	8.33
	11.11
	13.89
	11.11
	


       Table7.8b: VGDQ of each bank for the revised SECP CG Code 2012 

	2017 SECP CG Code (Period Three)



	Bank’s Name
	VGDQ (%) = Actual score obtain/Maximum obtainable score*100
	Average VGDQ (Per Bank)
	Average VGDQ

(Per Period)

	
	2018
	
	

	Allied Bank Limited
	60.00
	60.00
	27.82

	Askari Bank Limited
	21.43
	21.43
	

	Bank Al-Falah Limited
	32.86
	32.86
	

	Bank Al-Habib Limited
	15.71
	15.71
	

	Bank of Khyber Limited
	12.86
	12.86
	

	Bank of Punjab Limited
	20.00
	20.00
	

	Bank Islami Pakistan Limited


	14.29
	14.29
	

	Faysal Bank Limited
	38.57
	38.57
	

	Habib Bank Limited
	22.86
	22.86
	

	Habib Metropolitan Bank Limited
	15.71
	15.71
	

	JS Bank Limited
	32.86
	32.86
	

	MCB Bank Limited
	54.29
	54.29
	

	Meezan Bank Limited
	50.00
	50.00
	

	National Bank of Pakistan
	44.29
	44.29
	

	Samba Bank Limited
	12.86
	12.86
	

	Silk bank Limited


	20.00
	20.00
	

	Soneri Bank Limited
	30.00
	30.00
	

	Standard Chartered Bank Limited
	15.71
	15.71
	

	Summit Bank Limited
	-
	-
	

	United Bank Limited
	14.29
	14.29
	

	Overall VGDQ (All three periods) = 19.62




     Table7.8c: VGDQ of each bank for the revised SECP CG Code 2017 
7.9.1 Disclosure Ranking of each Pakistani Listed Bank for 2009 ~ 2018

	Cases
	Year

	
	VGDQ
	MGDQ
	TGDQ

	
	09
	10
	11
	14
	15
	16
	18
	09
	10
	11
	14
	15
	16
	18
	09
	10
	11
	14
	15
	16
	18

	Allied Bank Limited
	2
	1
	3
	3
	3
	1
	1
	2
	2
	1
	1
	1
	1
	2
	2
	1


	3

  
	2
	2
	1
	1

	Askari Bank Limited
	6
	3
	2
	5
	5
	6
	9
	4
	1
	1
	11
	11
	10
	12
	6
	1


	2


	7
	9
	10
	11

	Bank Al-Falah Limited
	10
	8
	10
	9
	4
	3
	6
	9
	8
	13
	7
	3
	1
	3
	12
	8


	14
	10
	3
	4
	5

	Bank Al-Habib Limited
	11
	7
	9
	7
	7
	10
	11
	7
	5
	12
	9
	4
	11
	9
	11
	6


	12
	10
	6
	16
	10

	Bank of Khyber Limited
	4
	9
	11
	8
	9
	11
	13
	10
	8
	8
	9
	9
	9
	8
	8
	9


	11
	11
	11
	12
	10

	Bank of Punjab Limited
	11
	10
	8
	6
	8
	12
	10
	7
	6
	10
	10
	10
	11
	13
	11
	8


	9
	8
	11
	17
	14

	Bank Islami Pakistan Limited
	8
	7
	9
	8
	6
	9
	12
	7
	5
	12
	8
	10
	9
	11
	8
	6


	12
	10
	9
	10
	12

	Faysal Bank Limited
	3
	2
	4
	4
	4
	3
	5
	4
	4
	4
	7
	8
	4
	5
	4
	4


	5
	4
	4
	5
	6

	Habib Bank Limited
	-
	-
	12
	7
	9
	11
	8
	-
	-
	5
	6
	8
	8
	9
	-
	-
	10


	6
	10
	11
	9

	Habib Metropolitan Bank Limited
	7
	5
	7
	7
	9
	9
	11
	6
	5
	10
	8
	9
	11
	12
	7
	5


	8
	9
	11
	15
	15

	JS Bank Limited
	11
	9
	11
	7
	8
	5
	6
	8
	7
	11
	9
	7
	10
	7
	12
	8


	13
	10
	8
	9
	7

	MCB Bank Limited
	1
	1
	1
	1
	2
	1
	2
	1
	2
	1
	2
	1
	2
	1
	1
	1
	1


	1
	1
	2
	2

	Meezan Bank Limited
	4
	1
	4
	2
	1
	2
	3
	4
	4
	6
	3
	2
	3
	2
	5
	3


	6
	3
	2
	3
	3

	National Bank of Pakistan
	5
	4
	5
	7
	6
	7
	4
	2
	3
	2
	8
	6
	5
	4
	3
	2


	4
	9
	6
	7
	4

	Samba Bank Limited
	11
	8
	10
	9
	9
	13
	13
	7
	6
	9
	12
	11
	12
	10
	11
	7


	10
	12
	13
	18
	11

	Silk bank Limited
	9
	6
	6
	9
	7
	8
	10
	6
	4
	3
	4
	5
	7
	8
	9
	5


	6
	6
	7
	8
	9

	Soneri Bank Limited
	11
	10
	8
	5
	5
	4
	7
	10
	6
	8
	5
	6
	6
	6
	13
	8


	8
	5
	5
	6
	8

	Standard Chartered Bank Limited
	9
	8
	11
	9
	9
	12
	11
	5
	6
	8
	8
	10
	10
	9
	8
	7


	11
	11
	12
	14
	10

	Summit Bank Limited
	10
	7
	8
	8
	7
	9
	-
	6
	7
	10
	8
	9
	10
	-
	10
	7


	9
	10
	9
	13
	-

	United Bank Limited
	7
	7
	8
	8
	8
	12
	12
	3
	5
	6
	7
	7
	10
	11
	6
	6
	7


	9
	8
	14
	13


Table 7‑8:- Disclosure ranking of each bank

Table 7.8 above provides the Voluntary, Mandatory and Total Governance Disclosure rankings of the Pakistani listed banks from 2009 ~ 2018. According to Table 7.8, Muslim Commercial Bank (MCB) Limited Pakistan achieved a higher governance disclosure quality ranking among other Pakistani listed banks. MCB Bank maintained first or second position in the VGDQ, MGDQ and TGDQ throughout the research time-period – 2009 ~ 2018. Allied Bank Limited (ABL) is second on the list as it remains in the top three positions in terms of governance disclosure quality in its Annual Reports during the research time-period. 

Apart from the two banks mentioned above, all other banks were not consistent regarding governance disclosure quality in their Annual Reports. For instance, Askari Bank Limited (ABL) disclosed mandatory governance quality information in 2010 and 2011 Annual Reports. But in the 2014 and 2015 Annual Reports. Its level of MGDQ dropped to 11th place. Similarly, Bank Al-Habib Limited’s ranking for TGDQ was 6 in 2015, but fell ten places to the 16th position in the 2016 annual report. Also, Bank Al-Falah Limited earned 10th place for TGDQ in the 2014 annual report. However, a year later in 2015, its ranking improved to third place. These results somewhat resonate with the Signalling Theory perception that corporate decisions as to whether make private company information public depends on the benefits of making that information public (Frolov, 2004).
The results in Table 7.8 also show that some external factors (for individual banks) also influence governance disclosure quality of Pakistani listed banks in their Annual Reports. Therefore, in the next few sections, the research tries to determine the external factors (for individual banks) that affect the governance disclosure practices of the Pakistani listed banks in their Annual Reports.
CHAPTER 7 – Part B

Part B of this chapter aims to answer the second fundamental question of the research and in doing so fulfil the objectives f four of the inherent research objectives (i.e., objectives 4 to 7 inclusive).
Fundamental Q3 – What might be the varying factors that affect (or not) the governance disclosure quality made by the listed Pakistani banking sector in the annual report?
Objective 4 – To empirically identify the association and/or relationship between banks' financial position and governance disclosure quality in the listed Pakistani banking sector.

Objective 5 – To empirically identify the association and/or relationship between the board and audit committee characteristics (composition and functioning) and the bank's financial position in the listed Pakistani banking sector.
Objective 6 – To empirically identify the association and/or relationship between board and audit committee characteristics (composition and functioning) and governance disclosure quality in the listed Pakistani banking sector and this relationship moderated by the SECP Corporate revisions Governance Code of Pakistan, 2012 and 2017.

Objective 7 – To empirically identify the association and/or relationship between board and audit committee characteristics (composition and functioning) and governance disclosure quality in the listed Pakistani banking sector and this relationship mediated by its financial position.
7.10 Summary of Descriptive Statistics

This section provides summary descriptive statistics of the research dependent, independent, control and mediator variables. As shown in Table 7.9, commences with the dependent variable – Total Governance Disclosure Quality (TGDQ). The research calculates the TGDQ with the help of the Governance Disclosure Quality Index (GQI). The GQI contains 82 mandatory and voluntary governance quality-related items under six different categories. More detail relating to the composition of the GQI has been provided in Chapter 6 of this doctoral research thesis. 


According to Table 7.9, TGDQ improved after each revision of the SECP CG Code. The mean value of the TGDQ was 41.92% in the time-period covering the 2002 SECP CG Code, which increased to 49.73% after the 2012 revision and further enhanced after the second revision of the SECP CG Code, 2017. The overall mean value of the TGDQ was 46.92 in all three time-periods - 2009 ~ 2018. 


For the overall time-period (2009 ~ 2018), the percentage of Independent Non-Executive Directors (IND) has a mean value of 29.07%. The results reveal that the percentage of IND in overall board composition amplified to 32.11% in post-2012 revision from 23.82% in the pre-2012 revision of the SECP CG Code. After the 2017 revision, the percentage of IND further increased to 35.51%. These results indicate notable improvement in the proportion of Independent Non-Executive Directors within the overall board composition of Pakistani listed banks after the two SECP Corporate Governance Code revisions. The standard deviation from the mean value also reduced after each revision from 23.92 in the 2002 SECP CG Code era to 11.05 and 10.16 in the post-2012 and 2017 revisions, respectively. The minimum value of IND (%) was zero in the pre-2017 revision, but in the era of post-2017 revision, the minimum value of IND (%) was 16.67%. This suggests that after the second revision, all the Pakistani listed banks have some proportion of IND in their board composition.


During the prevalence of the 2002 SECP CG Code, Pakistani listed banks did not need to have Independent Non-Executive Directors in their audit Committee composition. Understandably, therefore, the mean value for the IND percentage in audit committee composition (IAC %) was only 12.99% during the 2002 SECP CG Code. After the first revision of the SECP CG Code, it became mandatory that the chairman of the audit committee shall be the IND, although in 2014 minor amendments to this Mandatory requirement of the independent director as chairman was changed into voluntary condition. However, a result of this mandatory requirement, the IAC (%) average value was appreciatively raised to 46.39%. The 2017 revision issued by the Security and Exchange Commission of Pakistan (SECP) restored the mandatory requirement of the IND as chairman of the audit committee. Not unexpectedly the IAC (%) mean value grew slightly to 47.11% after the second revision of the SECP CG Code. IAC (%) 's mean value in the overall time-period from 2009 ~ 2018 was 32.35%. The Standard Deviation from the mean value was also reduce after each revision as it was 28.11, 20.63 and 19.10 in the era of 2002, 2012 and 2017 SECP CG Code, respectively. 

The mean value of CED was 0.03 in the 2002 SECP CG Code era. After the 2012 revision, the CED slightly dropped to 0.02, but after the second revision of the SECP CG Code, surprisingly, the CED's mean value increased to 0.05. This might possibly be due to fewer observations (19) for this time-period. Nevertheless, the Standard Deviation from the mean value also reduced from 0.18 to 0.13 after the first revision, but it again increased to 0.23 in the era of second post revision. In the overall period of this research, the average value of CED was 0.03.


In the overall time-period from 2009 ~ 2018, the average board size (SIZ) of Pakistani listed banks was 8.37, and ranged from 4 to 13. For the 2002 SECP CG Code era, the mean value of board size was 8.53, which marginally improved to 8.67 in the first post revision period. After the second revision, the average value of board size decreased slightly to 8.37.  But the Standard Deviation from the mean value reduced after each revision of the SECP CG Code. It was 1.72 in the 2002 SECP CG Code period, and reduced to 1.66 and 1.54 after the first and second revisions, respectively. 
In terms of the board composition of the Pakistani listed banks, the mean value of the percentage of female directors (GEN %) was 1.97% for the 2002 SECP CG Code period. This value marginally reduced for the post-2012 revision to 1.90%. As in the 2017 revision, the SECP made it mandatory that at least one female director be within the board composition. The average value of GEN (%) sufficiently increased in the post-2017 revision to 4.43%. In the overall time-period (2009 ~ 2018), the average GEN (%) value in the Pakistani listed bank sector was 2.28% and ranged from 0% to 50%. 
The maximum number of board meetings was 13 in 2002 and 2012 and 12 after the 2017 revision. The average Number of Board Meetings (NBM) before the first revision of the SECP CG Code was 5.69, which slightly improved to 6.52 in the first post revision era, but after the second revision, the mean value of the NBM fell a bit to 6.47. In terms of the overall time-period from 2009 ~ 2018, the average NBM of the Pakistani listed banks was 6.47.  

The mean value of the NAM of the Pakistani listed banks was 5.69 in the first post revision of the SECP CG Code, and decreased to 5.28 in the first post revision era. It marginally increased to 5.58 after the second revision compared to the first, but stood at still 0.11 points less than the 2002 time-period. The average NBM in the overall research time-period was 5.50. 

The Gearing ratio (GEA) is computed as the total debt ratio to total equity. Over the time-frame relevant to this research, the mean GEA value of Pakistani listed banks was 200.80. Further analysis reveals that the GEA ratio dropped slightly (188.91) in the 2012 era, as compared to the 2002 time-period (198.17), but it rose again to 241.38 in the post-2017 SECP CG Code era.

Firm Size (FSZ) in this doctoral research is computed as the ratio of total asset to gross turnover at the end of the relevant financial year. The emerging statistics show that the average FSZ of the Pakistani listed banks somewhat improved after each revision of the SECP CG Code. The average FSZ was 11.83 in the overall time-period considered within this research ranged from 2009 ~ 2018.

Bank’s Financial Position (BFP) is considered as a mediator variable within the research. Return on Equity (ROE) is used as a proxy for BFP, and is computed as the ratio of net income before tax to total shareholders’ equity. Relevant results in Table 7.9, reveal that the BFP of Pakistani listed banks improved considerably to 13.09 after the first revision of the SECP CG Code compared from 0.22 for the 2002 SECP CG Code period. Curiously, the mean value of BFP fractionally deteriorated to 12.07 in the second post revision of the SECP CG Code. However, overall BFP was 7.39 over the relevant time-period of the research – i.e., from 2009 ~ 2018. 
	
	SECP CG Code
	N
	Mean
	Median
	Standard Deviation
	Minimum
	Maximum

	TGDQ
	2002 
	58
	41.92
	39.63
	7.82
	31.10
	60.98

	
	2012 
	60
	49.73
	46.34
	9.25
	37.20
	73.78

	
	2017 
	19
	53.37
	49.39
	11.31
	41.46
	75.61

	
	Overall time-period (2009 ~ 2018)
	137
	46.92
	44.51
	9.98
	31.10
	75.61

	IND (%)
	2002 
	58
	23.82
	23.61
	23.92
	0
	85.71

	
	2012 
	60
	32.11
	30.00
	11.05
	0
	57.14

	
	2017 
	19
	35.51
	36.36
	10.16
	16.67
	66.67

	
	Overall time-period (2009 ~ 2018)
	137
	29.07
	30.00
	18.10
	0
	87.71

	IAC (%)
	2002 
	58
	12.99
	0
	28.11
	0
	100

	
	2012 
	60
	46.39
	36.67
	20.63
	0
	100

	
	2017 
	19
	47.11
	50.00
	19.10
	20.00
	75.00

	
	Overall time-period (2009 ~ 2018)
	137
	32.35
	33.33
	29.01
	0
	100

	CED
	2002 
	58
	0.03
	0
	0.18
	0
	1

	
	2012 
	60
	0.02
	0
	0.13
	0
	1

	
	2017 
	19
	0.05
	0
	0.23
	0
	1

	
	Overall time-period (2009 ~ 2018)
	137
	0.03
	0
	0.17
	0
	1

	SIZ
	2002 
	58
	8.53
	8.00
	1.72
	4
	13

	
	2012 
	60
	8.67
	8.00
	1.66
	7
	13

	
	2017 
	19
	8.37
	8.00
	1.54
	6
	12

	
	Overall time-period (2009 ~ 2018)
	137
	8.57
	8.00
	1.66
	4
	13

	GEN (%)
	2002 
	58
	1.97
	0
	9.35
	0
	50.00

	
	2012 
	60
	1.90
	0
	4.37
	0
	14.29

	
	2017 
	19
	4.43
	0
	6.08
	0
	14.29

	
	Overall time-period (2009 ~ 2018)
	137
	2.28
	0
	7.10
	0
	50.00

	NBM
	2002 
	58
	6.43
	6.00
	2.13
	4
	13

	
	2012 
	60
	6.52
	6.00
	2.01
	4
	13

	
	2017 
	19
	6.47
	6.00
	2.27
	4
	12

	
	Overall time-period (2009 ~ 2018)
	137
	6.47
	6.00
	2.08
	4
	13

	NAM
	2002 
	58
	5.69
	4.00
	4.53
	3
	28

	
	2012 
	60
	5.28
	5.00
	1.59
	3
	9

	
	2017 
	19
	5.58
	5.00
	1.95
	4
	10

	
	Overall time-period (2009 ~ 2018)
	137
	5.50
	4.00
	3.20
	3
	28

	GEA
	2002 
	58
	198.17
	134.80
	186.28
	22.90
	1158.57

	
	2012 
	60
	188.91
	173.18
	114.54
	30.61
	538.43

	
	2017 
	19
	241.38
	214.761
	131.48
	60.93
	583.67

	
	Overall time-period (2009 ~ 2018)


	137
	200.80
	170.18
	151.63
	22.90
	1158.57

	FSZ
	2002 
	58
	10.17
	9.85
	1.24
	8.40
	13.70

	
	2012 
	60
	12.60
	12.43
	1.83
	9.40
	18.50

	
	2017 
	19
	14.60
	14.80
	1.65
	9.10
	16.60

	
	Overall time-period (2009 ~ 2018)
	137
	11.83
	11.44
	2.23
	8.40
	18.50

	BFP (ROE)
	2002 
	58
	0.22
	8.47
	36.79
	-204.71
	27.42

	
	2012 
	60
	13.09
	15.13
	8.30
	-20.60
	22.45

	
	2017 
	19
	12.07
	12.28
	6.03
	2.30
	22.40

	
	Overall time-period (2009 ~ 2018)
	137
	7.39
	13.27
	25.54
	-204.71
	27.42


Table 7‑9:- Summary of Descriptive Statistics
Table of variables
IND (%) = Independent Non-Executive directors (Number of independent non-executive directors on the board to total number of BOD members

IAC (%) = Independent Non-Executive directors in Audit Committee (Number of independent non-executive directors in audit committee to total number of directors in the audit committee)

CED = Chief Executive Officer (CEO) duality (1 if the role of CEO and Chairman separate and 0 otherwise)

SIZ = Board size (Number of the board of director members)

GEN (%) = director’s gender (Percentage of female directors)

NBM= Number of Board Meetings (Number of board meetings in the year)

NAM= Number of Audit committee Meetings (Number of audit committee meetings in the year)

GEA = Gearing (Computed as the ratio of total debt to total equity)

FSZ = Firm size (Computed as the total asset at the end of the financial year to gross turnover.)

BFP = Bank Financial Position (Computed as the ratio of net income before tax to total stockholders’ equity)

7.11 Correlation Analysis

This section presents the correlation analyses of the key variables used in this research thesis; they are: 
· Total Governance Disclosure Quality
· Percentage of Independent Non-Executive Directors in board composition
· Percentage of Independent Non-Executive Directors in audit committee composition
· CEO duality
· Board Size
· Percentage of female directors in board composition
· Number of the board meeting in a financial year
· Number of the audit committee meeting in a financial year
· Gearing ratio
· Firm Size 
· Bank’s Financial Position.

Tables 7.10 and 7.11 report the Pearson (parametric test) and Spearman’s rho (non-parametric test) correlation analyses, respectively. Table 7.10 reveals that there is a positive but non-significant correlation (r = .068, p< .431) between TGDQ and IND. The inter-correlation is positively and significantly (r = .318, p< .000) between TGDQ and Independence of Audit Committee (IAC) as well as between IAC and IND (r = .549, p< .000). The same positive but only marginally significant relationship exists between TGDQ and CEO Duality (r = .141, p< .099). However, there is a positive non-significant relation between CED and IND (r = .113, p< .191), the same in relation to the variables CED and IAC (r = .006, p< .945). 

Board size has a significant and positive association (r = .313) with TGDQ at a 1% level of significant, suggests that this Total Governance Disclosure Quality as registered by Pakistani listed banks in their Annual Reports is enhanced through appropriate enlargement of the board. However, there is a significant negative relation between SIZ and IND (r = -.277, p< .001). This is similarly the case between SIZ and CED (r = -.269, p< .001). On the other hand, a negative and non-significant relationship exists between SIZ and IAC (r = -.041, p< .635).

Regarding the relationship of gender diversity with other variables, the results determine that there is a non-significant and positive correlation between GEN and TGDQ (r = -.138, p< .108). However, the significance level (.108) was very close to the cut-off point of 0.1. It is also clear from the statistics that there is a negative and non-significant relation between GEN and IND (r = -.016, p< .850) as well as GEN and IAC (r = -.013, p< .876). The statistics reveal a significant and positive between GEN and CED (r = -.338, p< .000) but a significant negative between GEN and SIZ (r = -.235, p< .006).

In terms of the Number of Board Meeting, there is a negative but non-significant correlation between NBM and TGDQ (r = -.041, p< .638).  Equally, a positive non-significant correlation exists between NBM and IND (r = .041, p< .631). This is also true of NBM and IAC (r = .112, p< .194). A highly positively and significantly association was determined between NBM and CED (r = .357 p< .000). A positively and significantly correlation between NBM and GEN (r = -.171, p< .046) was also determined. Conversely, NBM and SIZ (r = -.289, p< .001) are negatively and significant correlated with each other.

Number of Audit Committee Meetings are positive non-significant correlated with TGDQ (r = -.141, p< .101) but the significance level (.101) is just above the cut-off point of 0.1. in terms of other two variables such as IND (r = -.105, p< .224) and IAC (r = -.073, p< .395) the correlation is negative and non-significant with TGDQ. In addition, the variables CED (r = .613, p< .000), GEN (r = .513, p< .000) and NAM (r = .350, p< .000) are strongly positively and significantly with TGDQ. On the other hand, a negative and significant correlation exists between NAM and SIZ (r = -.178, p< .037).

The results show a negative but non-significant relationship between the Gearing ratio and TGDQ (r = -.075, p< .381). Surprisingly, the gearing ratio also has no significant correlation with any of the other variables used in this research.

The variable Firm size has a positive and highly significant correlation with TGDQ (r = .322, p< .000). These results suggest that bigger banks disclosed more governance-related information to satisfy the need of the wider stakeholders. Also, FSZ is positively but marginally correlated with IND (r = .151, p< .078) and positively and is highly associated with IAC (r = .387, p< .000). However, firm size appears not to be significantly correlated with any other variable. Finally, the Bank's Financial Position proxy by Return on Equity is positively and strongly correlated with TGDQ (r = .300z, p< .000). This appears to be consistent with the Signalling Theory explanations, suggesting that financially stronger firms disclose more information to distinguish themselves from weaker financial firms. Table 7.10 reveals that BFP and IAC (r = .208, p< .015) are positively and significantly related. Contrarily, NBM (r = -.237, p< .005) and GER (r = -.410, p< .000) are negatively and significantly correlated with BFP, respectively. Apart from that, the other research variables appear not to be significantly correlated with BFP. 
Spearman’s rho correlations presented in Table 7.11 and related Figures support the results of the Person’s Correlation discussed earlier – i.e., that IAC, CED, SIZ, FSZ and BFP are positively correlated with Total Governance Disclosure Quality as computed for Pakistani listed banks as expressed within their Annual Reports. The results in Table 7.11 also confirm that TGDQ and IND have a positive but non-significant relationship, while NBM and TGDQ are negatively and non-significant correlated. Finally, GEN and NAM were determined to be non-significant correlated with TGDQ Table 7.10 – nevertheless both are positively and significantly associated at 5% and 1% respectively with TGDQ according to Spearman’s rho correlation. 
7.12 Multicollinearity Problem

Multicollinearity is a possible statistical problem when the correlation coefficient exceeds 0.80 (Gujarati et al., 2012). Tables 7.10 and 7.11 show that Pearson and Spearman’s rho correlation across all dependent, independent, mediator and control variables are less than 0.80. It indicates that there are no multicollinearity problems. 
.

	Pearson Correlation
	TGDQ
	IND
	IAC
	CED
	SIZ
	GEN
	NBM
	NAM
	GER
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	BFP
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	.000
	
	
	
	
	
	
	
	
	

	CED
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	SIZ
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	-.277**
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	.000
	.001
	.635
	.001
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	.138
	-.016
	-.013
	.338**
	-.235**
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	.850
	.876
	.000
	.006
	
	
	
	
	
	

	NBM
	-.041
	.041
	.112
	.357**
	-.289**
	.171*
	1
	
	
	
	

	
	.638
	.631
	.194
	.000
	.001
	.046
	
	
	
	
	

	NAM
	.141
	-.105
	-.073
	.613**
	-.178*
	.513**
	.350**
	1
	
	
	

	
	.101
	.224
	.395
	.000
	.037
	.000
	.000
	
	
	
	

	GER
	-.075
	.134
	.019
	-.109
	-.047
	-.113
	.051
	-.087
	1
	
	

	
	.381
	.119
	.829
	.207
	.583
	.187
	.557
	.313
	
	
	

	FSZ
	.322**
	.151†
	.387**
	.013
	-.010
	.071
	.070
	-.026
	.085
	1
	

	
	.000
	.078
	.000
	.878
	.905
	.407
	.418
	.766
	.320
	
	

	BFP
	.300**
	.032
	.208*
	.041
	.072
	.074
	-.237**
	.081
	-.410**
	-.045
	1

	
	.000
	.714
	.015
	.636
	.403
	.388
	.005
	.346
	.000
	.597
	

	Correlation is significant at the 0.01 level (2-tailed). **               Correlation is significant at the 0.1 level (2-tailed). †

	Correlation is significant at the 0.05 level (2-tailed). *


         Table 7‑10:- Pearson Correlation between TGDQ and Independent, Control and Mediator variables
Key to variables 
TGDQ = Total Governance Disclosure Quality

IND = Independent Non-Executive directors 

IAC = Independent Non-Executive directors in Audit Committee 

CED = Chief Executive Officer (CEO) duality 

SIZ = Board size 

GEN = director’s gender 

NBM= Number of Board Meetings 

NAM= Number of Audit committee Meetings 

GEA = Gearing 

FSZ = Firm size 

BFP = Bank Financial Position 

	Spearman’s rho Correlation
	TGDQ
	IND
	IAC
	CED
	SIZ
	GEN
	NBM
	NAM
	GER
	FSZ
	BFP

	TGDQ
	1
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	.979
	.
	
	
	
	
	
	
	

	SIZ
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	.014
	.599
	.002
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	.198*
	.101
	.140
	.198*
	-.076
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	.020
	.238
	.103
	.020
	.380
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	NBM
	-.009
	.118
	.143†
	.259**
	-.293**
	-.053
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	.919
	.169
	.095
	.002
	.001
	.538
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	NAM
	.328**
	-.042
	.150†
	.286**
	-.062
	.091
	.313**
	1
	
	
	

	
	.000
	.629
	.079
	.001
	.473
	.293
	.000
	.
	
	
	

	GER
	.041
	.086
	.055
	-.124
	.089
	-.135
	.001
	-.008
	1
	
	

	
	.634
	.319
	.522
	.149
	.299
	.117
	.994
	.927
	.
	
	

	FSZ
	.296**
	.125
	.459**
	.010
	-.018
	.223**
	.087
	.167†
	.150
	1
	

	
	.000
	.144
	.000
	.904
	.837
	.009
	.309
	.052
	.077
	.
	

	BFP
	.383**
	-.162†
	.159†
	.011
	.352**
	.049
	-.169*
	.236**
	-.151†
	-.069
	1

	
	.000
	.058
	.064
	.899
	.000
	.569
	.049
	.006
	.076
	.421
	.

	Correlation is significant at the 0.01 level (2-tailed). **               Correlation is significant at the 0.1 level (2-tailed). †

	Correlation is significant at the 0.05 level (2-tailed). *


        Table 7‑11:- Spearman’s rho Correlation between TGDQ and Independent, Control and Mediator variables
Key to variables 
TGDQ = Total Governance Disclosure Quality

IND = Independent Non-Executive directors 

IAC = Independent Non-Executive directors in Audit Committee 

CED = Chief Executive Officer (CEO) duality 

SIZ = Board size 

GEN = director’s gender 

NBM= Number of Board Meetings 

NAM= Number of Audit committee Meetings 

GEA = Gearing 

FSZ = Firm size 

BFP = Bank Financial Position 

7.13 Regression Analyses

The association among board and audit committee composition and functioning variables, governance disclosure quality, and bank's financial position proposed by correlation analyses were further explored through regression analysis using panel data and controlling for gearing ratio and firm size. In the next section, a brief introduction to panel data is given. A panel is referred to a group of objects whose information is gattered periodically over a given time-frame. Due to the panel data's unique nature, its regression analyses are different from cross-section or time series regression. It has not only the time effect but also the unit effect. 
Panel data analysis enriches regression analysis with both a longitudinal and sequential measurement. The longitudinal measurement relates to a set of cross-sectional observation entities — for instance, countries, organisations, communities, various groups or even individuals. Sequential measurement refers to periodic observations of the feature of these longitudinal entities over a particular time domain. 
Balance panels contain equal observations of each time-period, whereas unbalanced panels may have a missing value for some units in any time-period. This doctoral research thesis used unbalanced panel data of the Pakistani listed banks from 2009 – 2011, 2014 – 2016 and 2018 to examine and compare board composition and function on governance disclosure quality and bank’s financial position. Unbalanced panel data is used due to unavailability, as only one-year data (2018) is available for period three. The 2018 data is the latest available data.

As discussed earlier, panel data analysis has cross-sectional and time-series effects. These effects could be random or fixed, and it is a real challenge to identify one mode between them. Thus, in the next section, the Hausman test specifies which model to select for this doctoral research.
7.14 The Dilemma between Fixed and Random Effects – Hausman Test

The core factor that distinguishes fixed and random effects is the role of dummy variables in the model. In the fixed-effect model, the dummies are considered as part of the intercept, while dummies are included in the error term, in the case of the random effect model. 

In previous literature, different methods have been used to determine which regression model mainly fit for analyses: LM Test, PLM Test, and Breusch and Pagan Test. Nevertheless, the most popular and widely used test in Corporate Governance studies is the Hausman test. 
In the fixed-effect or random-effect model's selection process, the main question will be whether there is a substantial correlation between the unobserved person-specific random effects and the regressors. If there is no correlation, then the random effects model may be more appropriate to use. Conversely, if such a relationship exists, the fixed model would be a better choice. For this research, the Hausman Test is run to decide whether Fixed Effect Model or Random Effect model is appropriate for Panel data analyses. The Hausman test estimates and compares the coefficients from random and fixed models. 

The test is performed using the STATA software, and the results are presented in Table 7.12 below. The following are the null and alternative hypotheses of the Hausman test:

.

H0: Random effect is independent of the explanatory variable

Yit = αi + βxit + uit                                   

αi, xit ≠ 0

Ha: H0 is not true
	Variables
	Fixed Effects (b)
	Random Effects (B)
	b - B

	IND
	.008
	.005
	.003

	IND_SECP12
	-.014
	-.047
	.033

	IND_SECP17
	-.051
	-.117
	.066

	IAC
	.075
	.083
	-.008

	IAC_SECP12
	-.045
	-.055
	.010

	IAC_SECP17
	-.039
	-.054
	.016

	CED
	9.25
	7.43
	1.82

	CED_SECP12
	-2.47
	1.50
	-3.97

	CED_SECP17
	9.74
	15.90
	-6.16

	SIZ
	.676
	1.44
	-.765

	SIZ_SECP12
	.510
	.587
	-.078

	SIZ_SECP17
	.764
	.972
	-.208

	GEN
	.190
	.236
	-.046

	GEN_SECP12
	-.031
	-.146
	.115

	GEN_SECP17
	.410
	.536
	-.037

	NBM
	.010
	-.309
	.319

	NBM_SECP12
	.310
	.456
	-.146

	NBM_SECP17
	.476
	.812
	-.336

	NAM
	-.037
	.083
	-.120

	NAM_SECP12
	.255
	.186
	.069

	NAM_SECP17
	-.120
	-.398
	.278


     Table 7‑12:- Hausman Test results for TGDQ
b = consistent under Ho and Ha

B = inconsistent under Ha, efficient under Ho.

Test:  Ho:  difference in coefficients not systematic

Chi2 (21) = 21.31
Prob>chi2 =      0.4403

The Hausman test results in Table 7.12 unveil that the null hypothesis cannot be rejected at the 5% level, as the difference between the two sets of coefficients is not systematic. Therefore, the regression analysis using the random effect model is suggested for this doctoral research to examine the relationship between the dependent, independent, mediator, moderator, and control variables.
7.15 Regression Analysis using the Random Effect Model

Generalised Least Squares (GLS) with Random Effects using STATA software is used as the regression instrument in this doctoral research. Eight regression equations in total are used to examine across key research dependent, independent, mediation and moderation variables. The results of these regression analyses are presented in Table 7.13 (Following) and are the fundamental focus of this section of the chapter. 

Table 7.13 – presents (the first resultant model) Model M1, the model is the result of two controlled variables gearing ratio (GEA) and firm size (FSZ), being regressed against the Total Governance Disclosure Quality (TGDQ). The results reveal that the gearing ratio is non-significantly related, but the firm size is positively and significantly associated with TGDQ (β = 2.14, p<.01). The fit statistics for Model M1 are R² = .108, X² = 96.01 (2 df, P<.000). These results suggest that the control variables do not greatly impact the model. They also indicate that, overall, they explain only 10.8% variance. 

The second Model M2 includes the independent variables and interaction terms SECP12 and SECP17. The SECP12 and SECP17 coefficients are regarded as overall variance in terms of TGDQ practices of Pakistani listed banks in the pre-and post-era of 2012 and 2017 SECP CG Code revisions, respectively. In Model M2, the SECP12 (first revision) effect is 3.97 and significant at p<.01. This would suggest that TGDQ for the total population is higher in the post-2012 revision era, than the pre-2012 revision period (2002 SECP CG Code period). Similarly, the SECP17 effect is 5.05 and significant. This also shows that compared to pre-2017, the post-2017 revision TGDQ is higher for all the Pakistani listed banks. The results of the regression Model M2 show a significant and positive association between TGDQ and the percentage of Independent Non-Executive Directors in Audit committee composition (β = .049, p<.05). The statistics of Model M2 also reveal a significant and positive relation between TGDQ and CED (duality) (β = 8.10, p<.05) and TGDQ and (gender) diversity (β = .168, p<.05). 

Conversely, TGDQ is positive and non-significant when related to the percentage of Independent Non-Executive Directors (IND) on the board (β = .001, p>.1) and Board size, respectively (β = .792, p>.1). Also, TGDQ has a non-significant negative relationship with the Number of Board Meetings (β = -.048, p>.1) and the Number of Audit Committee Meetings held in a financial year (β = -.071, p>.1) respectively. The fit statistics for Model M2 are R² = .291, X² = 167.38 (11 df, P<.000), significantly higher than M1. Overall, the results of M2 reveal insights into the relationship between TGDQ and independent variables in the overall time-period of this research from 2009 ~ 2018, without accounting for the moderation effect of the SECP CG Code's revisions 2012 and 2017. Therefore, in the next model (M3), the moderating variables (SECP12 and SECP17) are included in determining the difference between the three-time periods.     
7.15.1 Moderation Effect

Baron and Kenny (1986) contend that moderation occurs when the impact of an independent variable on a dependent variable due to the change’s presence and consequence of a third variable called a moderator variable. However, while the moderator variable interacts with the independent variable, it always functions independently. Figure 7.7 explains how a moderator variable influences the strength of the relationship between cause and effect. Figure 7.7, depicts how moderation exists if the interaction of independent and moderator variables (Path c) is significant on the dependent variable.
         Independent Variable



Path a

         Moderator Variable
     Path b
Dependent 


Path c

        Independent Variable * Moderator


           Figure 7‑7:- Moderation Process
Table 7.13, presents Model M3, which depicts the moderating effect of the SECP CG Code revisions 2012 and 2017 which have been introduced to examine the impact of moderating variables on board composition and functioning characteristics. The moderating variables SECP12 and SECP17 are dummy variables. In the case of SECP12, the value is ‘0’ in the period before the first revision, while it has value '1' in the time-period after the first revision of the SECP CG Code. Similarly, SECP17 is also a binary variable, and has values of '0' in the pre-2017 revision and '1' in the post 2017 revision era. As shown in Figure 7.7, the moderation effect of SECP12 and SECP17 are moulded by computing their interaction terms (also called product) with the independent variables used in this doctoral research. It shows their cumulative effect after each revision of the SECP CG Code in contract with a pre- revisions period. The results of Model M3 are compared with M2 to consider and assess the impact of the SECP CG Code revisions 2012 and 2017.

The results of Model M3 reveal that the impact of IND% on Total Governance Disclosure Quality is non-significant in the era of the 2002 SECP CG Code. The coefficient of IND_SECP12 indicates the variance between pre-and post-2012 revision effects of IND on the TGDQ. IND_SECP17 shows the difference between the post-2017 and pre-2017 revision impact of IND on TGDQ. While, the coefficients of interest IND_SECP12 and IND_SECP17 where both negative -.357 and -.857 respectively, they are also both highly significant at p<.01. 
The impact of IAC on TGDQ is both positively and significantly in relation to the 2002 SECP CG Code (β = .087, p<.05), but this effect became negative and non-significant after both revisions of the SECP CG Code. 
The influence of CEO duality on TGDQ is negative but non-significant in the 2002 SECP CG Code era. The CED_SECP12 coefficient is 23.2 and marginally significant. This would suggest that after the 2012 revision, CEO duality had a positive effect on TGDQ. Equally, the coefficient of CED_SECP17 is also positive highly significant (β = 50.8, p<.01). The results confirm that after the second revision, CED had a positive impact on TGDQ. On examining Table 7.9, one observes that CED slightly decreased from .03 to 0.02 after the 2012 revision and, TGDQ reduced by -0.23% (-0.01 X 23.2). In the era of post-2017 revision, CED increased from 0.02 to 0.05, and this likely increased TGDQ by 1.52% (.03 X 50.8). Interestingly, the impact of board size on TGDQ is significant, regardless of the time-periods. However, it becomes negative and only marginally significant after the 2012 and 2017 revisions of the SECP CG Code. 
The effect of women directors within board composition (GEN %) is non-significant in the 2002 and 2012 Corporate Governance Code periods. However, the coefficient of GEN_SECP17 is .724 and significant at p-value <.05.
Concurrently, one observes that the Impact of the Number of Board Meetings in a financial year (NBM) on TGDQ is non-significant regardless of the time-periods. However, NBM_SECP17 is positive. In contrast, the coefficients of NBM and NBM_SECP12 are negative.

The impact of the Number of Audit Committee Meetings in a financial year (NAM) is positively and significantly during the 2002 SECP CG Code (β = .984, p<.05), while this impact becomes non-significant after the first and second revisions of the SECP Corporate Governance Code. According to Table 7.9, average NAM reduced from 5.69 to 5.28 after the 2012 revision, although it slightly improved to 5.58 after the 2017 revision, though it still remained less when compared to the 2002-time period. 

Overall, these results support the hypotheses H6 (b1), H8 (b1), H11 (b1), partially to support H9 (b2) and do not support H5 (b1), H5 (b2), H6 (b2), H7 (b1), H7 (b2), H8 (b2), H9 (b1), H10 (b1), H10 (b2), H11(b2) each considering the possibility that governance indicators become stronger and significant after each revision of the SECP CG Code.

The overall R² of the Model M3 is .547, with a 54.7% variance in the model - X² = 134.17 (25 df, P<.000) - which is somewhat higher than the variation of Model M2.  
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Table 7‑13:- Regression Results by using Random effects
Dependent Variable (Y) = Total Governance Disclosure Quality (TGDQ) 

Control Variables (CV) = Gearing (GEA), Firm size (FSZ)
Independent Variables (X) = Independent Non-Executive Directors (IND), Independent Non-Executive directors in Audit Committee (IAC), Chief Executive Officer Duality (CED), Board size (SIZ), director's gender (GEN), Board meetings (NBM), Audit committee meetings (NAM)

Mediating Variable (M) = Bank Financial Position (BFP)
Moderating Variables (XZ) = SECP 12, SECP 17

7.15.2 Mediation Analyses

Table 7.13, present Models M4 to M8 and are used to present the results of relevant mediation analyses. The mediation hypotheses in this research are predicated on the possibility that the relationship between board and audit committee composition, and functioning and governance disclosure quality, is mediated by bank financial position. The three steps method suggested by Baron and Kenny (1986) is used to examine the mediation effect.  They require that the following three conditions must be met in regression analyses. These three conditions are presented within the contents of Figure 7.8 below. 
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Figure 7‑8:- Mediation process

Mediation conditions:
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X predicts Y – Path c
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Equation 4- 


X and M predict Y – path cͤ






Y= α + βX + βM


Assuming all the above three conditions are satisfied, mediation exists if X no longer predicts Y or lessened predicts Y, in equation 4 – Path cͤ.


The mediation process results are obtained from regression analyses using random-effect and are presented in Table 7.13. Using Baron and Kenny’s (1986), three conditional methods, the relationship among dependent (Y), Independents (X) and Mediation variables (M), are analysed separately. The relationships among X, Y, and the mediator variable M are analysed as follows:

1) X predicts Y – (Y= α + βX)

2)     M predict Y – (Y= α + βM)

3) X predicts M – (M= α + βX)

4) X and M predict Y – (Y= α + βX + βM)

Pursuing Baron and Kenny (1986), in the present research in order to establish that mediation exists, the following three essential conditions must be satisfied: 

a) In equation 1, the relationship between X and Y should be significant

b) In equation 2, the relationship between M and Y should be significant

c) In the equation, three relationships between X and M should be significant

d) In equation 4, the relationship between X and Y is no longer significant or less significant as compared to the relationship between X and Y in equation 1

Presuming that the first three conditions are met, then complete mediation exists if X and Y are not significant anymore, or partial mediation is determined if X and Y remain significant, but their significant relationship becomes weaker than in equation 1 (Edwards and Lambert, 2007). 

Table 7.13, presents Models M2 and M3 which are used to test the mediation process's first condition. The independent variables – board and audit committee composition and functioning indicators –regressed on the dependent variable – TGDQ. The results of M2 and M3 show that some of the independent variables are significantly linked to and correlated with TGDQ. This satisfies which satisfy the mediation process's first condition as suggested by Baron and Kenny (1986). 

Models M4 and M5 are concerned with the third condition of mediation is tested with Bank's Financial Position (ROE) being regressed on board and audit committee composition and functioning indicators.


More particularly, in Model M4, the association between BFP and board and audit committee characteristics are examined in the overall time-period of this research, without considering the moderation effect of both revisions of the SECP Corporate Governance Code. The results reveal that both control variables, GEA (β = -.06, p<.000) and FSZ (β = -3.96, p<.000), are strongly negative and significantly related to BFP. Two moderating variables, SECP12 (β = 17.7, p<.000) and SECP17 (β = 26.9, p<.000), also with strongly positively and significantly associated with BFP. The percentage of IND in board composition has a non-significant relationship with Bank's Financial Position (β = -.076, p>.1). 

The percentage of IND in audit committee composition is positive and marginally significant with BFP (β = .177, p<.1). Concurrently, NBM has a significant negative association with BFP (β = -3.17, p<.000). Other independent variables like CED, SIZ, GEN and NAM have a non-significant relationship with BFP. These results are enabled by dividing the data into three different time-periods and then adding the interaction terms (SECP12 and SECP17), so as to then examine the relationship between the independent and mediator variables. 

The fit statistics for Model M4 are R² = .377 and X² = 65.83 (11 df, P<.000), and these explains that approximately 38% of the model variance as accounted by these variables.
In Model M5, the board and audit committee characteristics are regressed on the bank's financial position by adding the interaction terms (SECP12 and SECP17) in order to examine the impact of SECP CG Code 2012 and 2017 revisions on the financial position of the Pakistani listed banks. Statistics in Table 7.13 reveal that the percentage of IND in the board (IND %) and audit committee composition (IAC%) are non-significantly related to the Bank's Financial Position, irrespective of time-periods. Similarly, as per Model 5, CEO duality and board size also have a non-significant effect on BFP, regardless of the three different time-periods. Gender diversity (β = .815, p<.1) and Number of Audit Committee Meetings in a financial year ((β = 2.58, p<.1)) are positive but marginally significant with BFP in the era of the 2002 SECP CG Code. However, even this relationship registers as non-significant after both revisions of the SECP CG Code. 

The effect of NBM on BFP is significant, irrespective of the time-periods. It was negative and significant in the era of 2002 SECP CG Code (β = -9.04, p<.000); however, this relationship became positively and significantly after the first time-period (β = 8.61, p<.000) and second time-period (β = 8.16, p<.05) revisions of the SECP CG Code.

Making reference to Table 7.9, NBM marginally increased from 6.43 to 6.52 after the 2012 revision. The in results register that the BFP (ROE) improved by 0.78 (0.09 X 8.61). Equally, the NBM reduced fractionally from 6.52 to 6.47 after the 2017 revision; thus, BFP (ROE) also reduced to -.408 (-0.05 X 8.16) in the 2017 time-period compared to the 2012 SECP CG Code era. These results partially support the hypotheses H9 (a), H10 (a), H11 (a) and reject the hypotheses H5 (a), H6 (a), H7 (a), H8 (a). The results of M4 and M5 partially confirm the mediation's second condition as most of the independent variables have a non-significant relationship with the mediation variable (BFP). For Model M5, the fit statistic value is R² = .481 and X² = 102.69 (25 df, P<.000). This signals that that these variables account for and explain 48.1 % variance in the model. The value of R² of the M5 is higher than M4, indicating that the governance indicators somehow improved after the SECP CG Code's revisions.   

To test the final condition of the mediation, both the board and audit committee features variables and Bank’s Financial Position are included in the Model M6, in which Total Governance Disclosure Quality is regressed on them without considering the moderation effect of both revisions. The results of Model M6 in Table 7.13 show that the relationship between independent variables (governance indicators) and Dependent variable (TGDQ) have not changed despite controlling the mediation variables (BFP). The results of M2 (without controlling mediation variable – BFP) and M6 (after controlling mediation variable) are almost similar. Additionally, M6, the association between BFP (mediating variable) and TGDQ is non-significant. This outcome violates the third and important condition of mediation. Therefore, the Bank's Financial Position's mediation effect cannot be explained without considering the moderating effect of the SECP CG Code's revisions. The fit statistic value of Model M6 is R² = .310 and X² = 169.10 (12 df, P<.000). Its show that 31% of the variance in the model is due to and explained by these variables.

In Model M7, TGDQ is regressed on board and audit committee features and Bank's Financial Position, while accounting for the impact of the SECP Corporate Governance Code revisions 2012 and 2017. The results of M7, in terms of the relationship between independent variables and the dependent variable, are similar compared to M3. However, in M7, the strength of the relationship between Independent and Dependent variables becomes weaker due to the mediating variable (BFP) compared to M3. For instance, the coefficients of IND_SECP12 and IND_SECP17 reduce from -.357 to -.348 and -.857 to -.812, respectively, in M7 than M3. Furthermore, according to M7, the relationship between BFP and TGDQ is positive and marginally significant (β = 063, p<.1). These results of M7 provide limited of evidence that the Bank's Financial Position partially mediates the relationship between TGDQ and some of the board and audit committee characteristics (NAM). Accordingly, these results partially support the hypothesis H11 (c1) and reject hypotheses H5 (c1), H6 (c1), H7 (c1), H8 (c1), H9 (c1) and H10 (c1). 
In Model M8, Bank’s Financial Position regressed on TGDQ by controlling the Gearing ratio (GEA) and Firm size (FSZ). The results of M8 reveal that BFP is positive linked and correlated with TGDQ. Drawing on these results one is able to support hypothesis H4.
7.15.3 Sobel Test

Sobel (1982) suggests a test to examine the mediation conditions, taking regard for its originator, the test is called the Sobel Test. The test is commonly used to examine the mediation effect. Therefore, to complement the results obtained from the three steps model of Baron and Kenny (1986), a Sobel test wformed using an online Sobel test calculator. The Sobel test results in Model M6 also confirm that Bank's Financial Position does not mediate the relationship between board and audit committee characteristics and Total Governance Disclosure Quality in the overall time-period (2009 ~ 2018).  Finally, in order to examine the moderating effect of the two revisions of the SECP Corporate Governance Code, the Sobel test was conducted again, but on this occasion, after adding the interaction terms of SECP12 and SECP17 in Model M7. The Sobel test results reveal that Bank's Financial Position does not mediate the relationship between board and audit committee characteristics and Total Governance Disclosure even after the SECP CG Code 2012 and 2017.  
Chapter 7 – Part C

Part C of this chapter is an attempt to answer the fourth fundamental question of this research:

Fundamental Q4 – Does the empirical evidence suggest that Pakistani listed banks adhere to both the spirit and intent of the SECP CG Codes or is adherence more akin to a tick-box approach?

In doing so, the section provides empirical results to enable achievement of the eighth and last 
objective of this research:

Objective 8 – To empirically examine and evaluate that whether Pakistani listed banks are compliant with the governance provisions (related to board and audit committee composition) of the SECP Corporate Governance Codes, 2002, 2012 and 2017 with true intent and spirit.
7.16 Analysis of Variance ANOVA
Analysis of Variance (ANOVA) is used to examine and compare three or more means to 
determine whether there is a significant difference among them (Tabachnick et al., 2007). 

The null hypothesis is that:

H0 = X̅1 = X̅2…= X̅n, 

Where X̅ = group mean and n = number of means being compared.

Ha: H0 is not true 

7.16.1 One-Way between Groups ANOVA with Post-Hoc Test 
One-way analysis of variance contains one independent variable (factor), with various levels. These levels resemble several groups (Pallant, 2020). One-way between groups ANOVA with a post-hoc test is conducted in this research to determine the impact of different percentages of IND at board and audit committee composition, on the mean score of TGDQ made by the Pakistani listed banks in their Annual Reports. In this research, the percentage of IND in the Overall Board Composition is divided into four groups, which are as follows:

Group 1 – 20 % or less IND in board composition

Group 2 – 20.01 – 40% IND in board composition

Group 3 – 40.01 – 60% IND in board composition

Group 4 – 60% or more IND in board composition
Similarly, the percentage of IND in Audit Committee Composition is divided into five groups:

Group 1 – 20 % or less IND in audit committee composition

Group 2 – 20.01 – 40% IND in audit committee composition

Group 3 – 40.01 – 60% IND in audit committee composition

Group 3 – 60.01 – 80% IND in audit committee composition

Group 5 – 80% or more IND in audit committee composition

Table 7.14, shows a statistically significant difference at the p<.005 level in the mean value of TGDQ for the four groups of IND percentage in board composition: F (3, 133) = 5.06, p =.002 and the five groups of IND percentage in audit committee composition: F (4, 132) = 7.67, p =.000. Therefore, the alternative hypothesis that the population means are different is accepted. However, these results do not identify which group is different from another group. To determine the difference between the groups, descriptive statistics analysis is carried out, and the results presented in Table 7.15. Table 7.15 below, show the mean TGDQ for Group1 of the percentage of IND in board composition is 44.12%, and this is increased to 49.94% for Group 2 with 20 -40% IND in board composition. In contrast to the higher percentage of IND in Group 3 (40-60%), the mean value of TGDQ declined to 43.27%. Group 4 has a higher number of IND in board composition, and the mean value of TGDQ of the group was 51.37%. 

Correspondingly, Table 7.15 reveals that the mean value of the TGDQ for Group 1 of the percentage of IND in the audit committee was 41.20%, which improved to 50.41% for Group 2. This group has a higher percentage of IND in audit committee composition compared to Group 1. With a further increase in IND percentage in audit committee composition in Group 3, the mean value of TGDQ improved to 51.63%. In contrast to the higher percentage of IND in-Group 4, the mean value of TGDQ declined to 49.58% and further deteriorated to 47.71% for Group 5. 
Table 7.15 provides the mean difference of the TGDQ between the groups but, does not identify which group is statistically different from another group. To find the statistical significance of the difference between each pair of groups, the post-hoc test is performed, and the results are presented in Table 7.18. Post-hoc comparison is conducted using the Tukey HSD test shows that the mean score for Group 1 of the percentage of IND in board composition (M = 44.12, SD 10.94) is statistically different from Group 2 (M = 49.94, SD 10.38). Group 2 (49.94, SD 10.38) is statistically different from Group 3 (43.27, SD 5.81), whereas Group 4 does not significantly differ from other groups. 
Equally, the statistics in Table 7.18 show that the mean score for Group 1 of the percentage of IND in audit committee composition (M = 41.20, SD 7.70) was statistically different from Group 2 (M = 50.41, SD 9.20), Group 3 (M = 51.63, SD = 10.16) and Group 4 (M = 49.58, SD = 10.91). 

Whereas, Group 2 (M = 50.41, SD 9.20), Group 3 (M = 51.63, SD = 10.16) and Group 4 (M = 49.58, SD = 10.91) was not statistically significant with any other group except group 1 (M = 41.20, SD 7.70). While Group 5 (M = 47.71, SD = 5.32) was not statistically significant with none of another group. 

The effect size for the result is calculated by using the following formula (Pallant, 2020).
Eta-squared = sum of squares between-groups

      

     The total sum of squares

The information needed for the above formula is available in Table 7.14 below. Employing above formula, the Eta-squares value is 0.1 and 0.18 for the percentage of IND at board and audit committee composition, respectively. These would be considered a large effect size per Cohen's (1988). Cohen classifies small effect = .01, medium effect = .06 and large effect = 0.14 (Pallant, 2020). Thus, upon appropriate consideration and based on the results presented, hypotheses 12a and 12b are accepted.

	Dependent Variable: Total Governance Disclosure Quality

	Independent Variable
	
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	Percentage of IND in board composition (IND %)


	Between Groups
	1389.10
	3
	463.03
	5.06
	.002

	
	Within Groups
	12161.52
	133
	91.44
	
	

	
	Total
	13550.62
	136
	
	
	

	Percentage of Independent IND in audit committee composition

(IAC %)
	Between Groups
	2554.53
	4
	638.63
	7.67
	.000

	
	Within Groups
	10996.09
	132
	83.30
	
	

	
	Total
	13550.62
	136
	
	
	


          Table 7‑14:- One-Way between groups ANOVA

	Dependent Variable: Total Governance Disclosure Quality

	Independent Variable


	Groups

(%)
	N
	Mean
	Std. Dev
	Min
	Max

	Percentage of IND in board composition (IND %)


	Group 1

<= 20.00
	33
	44.12
	10.94
	31.10
	74.39

	
	Group 2

20.01 - 40.00
	66
	49.94
	10.38
	32.93
	75.61

	
	Group 3

40.01 - 60.00
	34
	43.27
	5.81
	34.76
	58.54

	
	Group 4

60.01 +
	4
	51.37
	8.45
	46.34
	64.02

	
	Total
	137
	46.92
	9.98
	31.10
	75.61

	Percentage of Independent IND in audit committee composition

(IAC %)
	Group 1

<= 20.00
	49
	41.20
	7.70
	31.10
	60.98

	
	Group 2

20.01 - 40.00
	43
	50.41
	9.20
	38.41
	74.39

	
	Group 3

40.01 - 60.00
	9
	51.63
	10.16
	40.85
	73.17

	
	Group 4

60.01 - 80.00
	32
	49.58
	10.91
	36.59
	75.61

	
	Group 5

80.01+
	4
	47.71
	5.32
	42.07
	54.88

	
	Total
	137
	46.92
	9.98
	31.10
	75.61


   Table 7‑15:- Descriptive Statistics between groups

	Dependent Variable:   Governance Disclosure Quality  

	Independent variable
	Group (I)

(%)
	Group (J)

(%)
	Mean Difference (I-J)
	Std. Error
	Sig.

	Percentage of IND in board composition (IND %)


	Group 1

<= 20.00
	20.01 - 40.00
	-5.81*
	2.04
	.026

	
	
	40.01 - 60.00
	.85
	2.34
	.984

	
	
	60.01+
	-7.25
	5.06
	.482

	
	Group 2

20.01 - 40.00
	<= 20.00
	5.81*
	2.04
	.026

	
	
	40.01 - 60.00
	6.66*
	2.02
	.007

	
	
	60.01+
	-1.44
	4.92
	.991

	
	Group 3

40.01 - 60.00
	<= 20.00
	-.85
	2.34
	.984

	
	
	20.01 - 40.00
	-6.66*
	2.02
	.007

	
	
	60.01+
	-8.10
	5.05
	.381

	
	Group 4

 60.01+
	<= 20.00
	7.25
	5.06
	.482

	
	
	20.01 - 40.00
	1.45
	4.92
	.991

	
	
	40.01 - 60.00
	8.10
	5.05
	.381

	Percentage of IND in audit committee composition (IAC %)


	Group 1

<= 20.00
	20.01 - 40.00
	-9.21*
	1.91
	.000

	
	
	40.01 - 60.00
	-10.42*
	3.31
	.017

	
	
	60.01 - 80.00
	-8.38*
	2.07
	.001

	
	
	80.01+
	-6.51
	4.75
	.647

	
	Group 2

20.01 - 40.00
	<= 20.00
	9.21*
	1.91
	.000

	
	
	40.01 - 60.00
	-1.21
	3.35
	.996

	
	
	60.01 - 80.00
	.830
	2.13
	.995

	
	
	80.01+
	2.70
	4.77
	.980

	
	Group 3

40.01 - 60.00
	<= 20.00
	10.42*
	3.31
	.017

	
	
	20.01 - 40.00
	1.21
	3.35
	.996

	
	
	60.01 - 80.00
	2.05
	3.44
	.976

	
	
	80.01+
	3.91
	5.48
	.953

	
	Group 4

60.01 - 80.00
	<= 20.00
	8.38*
	2.074
	.001

	
	
	20.01 - 40.00
	-.83
	2.13
	.995

	
	
	40.01 - 60.00
	-2.05
	3.44
	.976

	
	
	80.01+
	1.87
	4.84
	.995

	
	Group 5

80.01+
	<= 20.00
	6.51
	4.75
	.647

	
	
	20.01 - 40.00
	-2.70
	4.77
	.980

	
	
	40.01 - 60.00
	-3.91
	5.48
	.953

	
	
	60.01 - 80.00
	-1.87
	4.84
	.995


Table 7‑16:- Post Hoc Test (Tukey HSD)

7.16 Hypotheses Testing

	#
	Number
	Hypotheses
	Results

	1. 
	H1a
	That Total Governance Disclosure Quality of Pakistani listed banks improved after the 2012 revision of the SECP CG Code.


	Accepted

	2. 
	H1b
	That Total Governance Disclosure Quality of Pakistani listed banks improved after the 2017 revision of the SECP CG Code.


	Accepted

	3. 
	H2a
	That Mandatory Governance Disclosure Quality of Pakistani listed banks improved after the 2012 revision of the SECP CG Code.


	Accepted

	4. 
	H2b
	That Mandatory Governance Disclosure Quality of Pakistani listed banks improved after the 2017 revision of the SECP CG Code.


	Rejected

	5. 
	H3a
	That Voluntary Governance Disclosure Quality of Pakistani listed banks improved after the 2012 revision of the SECP CG Code


	Accepted

	6. 
	H3b
	That Voluntary Governance Disclosure Quality of Pakistani listed banks improved after 2017 revision of the SECP CG Code


	Accepted

	7. 
	H4
	That Bank Financial Position (ROE) is positively and significantly associated with Governance Disclosure Quality.         

GDQ = α + β BFP
	Accepted

	8. 
	H5(a)
	That the percentage of Independent Non-Executive Directors in overall board composition is positively and significantly associated with Bank Financial Position (ROE)

BFP = α + β1IND
	Rejected

	9. 
	H5(b1)
	That the percentage of Independent Non-Executive Directors in overall board composition is positively and significantly associated with Governance Disclosure Quality in 2002 SECP CG Code.

GDQ = α + β1 IND_SECP02
	Rejected

	10. 
	H5(b2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions

GDQ = α + β1a IND + β1b IND_SECP12 + β1c IND_SECP17
	Rejected

	11. 
	H5(c1)
	That the relationship between the percentage of Independent Non-Executive Directors in overall board composition and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α + β1 IND_SECP02 + βm BFP
	Rejected

	12. 
	H5(c2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions

GDQ = α + β1a IND + β1b IND_SECP12 + β1c IND_SECP17+ βm BFP
	Rejected

	13. 
	H6(a)
	That the percentage of Independent Non-Executive directors in the Audit Committee is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β3 IAC
	Rejected

	14. 
	H6(b1)
	That the percentage of Independent Non-Executive directors in the Audit Committee is positively and significantly associated with Governance Disclosure Quality in 2002 SECP CG Code.

GDQ = α + β3 IAC_SECP02
	Accepted

	15. 
	H6(b2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α + β3a IAC + β3b IAC_SECP12 + β3c IAC_SECP17
	Rejected

	16. 
	H6(c1)
	That the relationship between Independent Non-Executive directors and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α + β3 IAC_SECP02 + βm BFP


	Rejected

	17. 
	H6(c2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α + β3a IAC + β3b IAC_SECP12 + β3c IAC_SECP17+ βm BFP
	Rejected

	18. 
	H7(a)
	That CEO duality is negatively and significant associated with Bank Financial Position (ROE).

BFP = α - β4 CED
	Rejected

	19. 
	H7(b1)
	That CEO duality is negatively and significant associated with Governance Disclosure Quality in 2002 SECP CG Code.

GDQ = α – β4CED_SECP02
	Rejected

	20. 
	H7(b2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α - β4a CED - β4b CED_SECP12 - β4c CED_SECP17


	Rejected

	21. 
	H7(c1)
	That the relationship between CEO duality and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α – β4 CED_SECP02 + βm BFP
	Rejected

	22. 
	H7(c2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α - β4a CED - β4b CED_SECP12 - β4c CED_SECP17+ βm BFP
	Rejected

	23. 
	H8(a)
	That Board Size is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β5 SIZ
	Rejected

	24. 
	H8(b1)
	That board size is positively and significantly associated with Governance Disclosure Quality in the 2002 SECP CG Code period.

GDQ = α + β5 SIZ_SECP02
	Accepted

	25. 
	H8(b2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α + β5a SIZ+ β5b SIZ_SECP12 + β5c SIZ_SECP17


	Rejected

	26. 
	H8(c1)
	That the relationship between Board Size and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α + β5 SIZ_SECP02 + βm BFP
	Rejected

	27. 
	H8(c2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α + β5a SIZ+ β5b SIZ_SECP12 + β5c SIZ_SECP17+ βm BFP


	Rejected

	28. 
	H9(a)
	That Board’s gender diversity is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β6 GEN
	Partially Accepted



	29. 
	H9(b1)
	That board’s gender diversity is positively and significantly associated with Governance Disclosure Quality in the 2002 SECP CG Code period.

GDQ = α + β6GEN_SECP02
	Rejected

	30. 
	H9(b2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α + β6a GEN + β6b GEN_SECP12 + β6c GEN_SECP17
	Partially Accepted



	31. 
	H9(c1)
	That the relationship between board's gender Diversity and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α + β6GEN_SECP02 + βm BFP
	Rejected

	32. 
	H9(c2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α + β6a GEN + β6b GEN_SECP12 + β6c GEN_SECP17+ βm BFP
	Rejected

	33. 
	H10(a)
	That the Number of Board Meetings is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β7 NBM
	Partially Accepted



	34. 
	H10(b1)
	That the Number of Board Meetings is positively and significantly associated with Governance Disclosure Quality in the 2002 SECP CG Code period.

GDQ = α + β7 NBM_SECP02
	Rejected

	35. 
	H10(b2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α + β7a NBM+ β7b NBM_SECP12 + β7c NBM_SECP17


	Rejected

	36. 
	H10(c1)
	That the relationship between the Number of Board Meetings and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of the 2002 SECP CG Code.

GDQ = α + β1 NBM + βm BFP
	Rejected

	37. 
	H10(c2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α + β7a NBM+ β7b NBM_SECP12 + β7c NBM_SECP17+ βm BFP


	Rejected

	38. 
	H11(a)
	That the Number of Audit Committee Meetings are positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β8 NAM
	Partially Accepted



	39. 
	H11(b1)
	That the Number of Audit Committee Meetings are positively and significantly associated with Governance Disclosure Quality in the 2002 SECP CG Code period.

GDQ = α + β8 NAM_SECP02
	Accepted

	40. 
	H11(b2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α + β8a NAM+ β8b NAM_SECP12 + β8c NAM_SECP17
	Rejected

	41. 
	H11(c1)
	That the relationship between the Number of Board Meetings and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of the 2002 SECP CG Code.

GDQ = α + β8 NAM_SECP02 + βm BFP
	Partially Accepted

	42. 
	H11(c2)
	That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after 2012 and 2017 revisions 

GDQ = α + β8a NAM+ β8b NAM_SECP12 + β8c NAM_SECP17+ βm BFP
	Rejected

	43. 
	H12 (a)
	That the Pakistani listed banks do not comply with the SECP Corporate Governance Code's governance provisions related to board composition with true spirit.


	Accepted

	44. 
	H12 (b)
	That the Pakistani listed banks do not comply with the SECP Corporate Governance Code's governance provisions related to audit committee composition with true spirit.


	Accepted


*p<.1, † mediation exists as per Sobel test, †† mediation exist as per Edwards and Lambert (2007)

Table 7‑17:- Hypotheses tests
7.17 Chapter Summary

This chapter presented the analyses and statistical results of the research thesis. The first part of this chapter offered an analytical assessment of the Governance Disclosure Quality of the Pakistani listed banks in the pre-and post-era of the SECP CG Code revisions 2012 and 2017. A few statistical techniques and methods were used to analyse data, the analyses enabled including descriptive statistics of Governance Disclosure Quality (GDQ), a comparison of GDQ over the SECP CG Code of 2002, 2012 and 2017, and One-way repeated-measures ANOVA. The research result determines that the TGDQ of the Pakistani listed banks improved after each revision of the SECP CG Code.

The second part of the chapter presented the descriptive statistics of independent, mediator, moderator, and control variables. Moreover, this part presents related correlation analyses. The Hausman Test was used to identify the random or fixed effects in the panel data, and the results supported Generalized Least Squares (GLS) with the Random Effects method for analysis. The statistical analyses show a mixed result of the relationship across board and audit committee composition and functioning, governance disclosure quality, the mediation effect of bank financial position and the moderation effect of each of the revision of the SECP CG Code.    

In the third part, a One-Way between groups ANOVA with Post-Hoc test was conducted to determine whether the Pakistani listed banks comply with the provisions of the SECP CG Code with full appropriate intent. The statistical analyses and results show that Pakistani listed banks comply with the provisions of the SECP CG Code up to a certain level and then they use a tick box approach to show compliance.

Overall, the research set out to test 44 hypotheses. The next chapter provides a detailed discussion about each of those hypotheses and is so doing it makes a contribution to the extant body of knowledge. 
8 CHAPTER 8 – DISCUSSION AND INTERPRETATION OF RESULTS

8.1 Introductory Comments
This research examines and evaluates whether changes made by Pakistani listed banks in terms of board and audit committee composition and functioning after the revisions of the SECP CG Code 2012 and 2017 have helped strengthen the board roles and in so doing possibly improve their governance disclosure quality. Statistical models based on existing literature employing two distinct, but related theoretical lenses examined the relationship between the board and audit committee composition and functioning, before and after the SECP CG Code's revisions, to governance disclosure quality using mediating variables that relate to bank financial position. The models were developed using an exclusive data set of the 20 banks listed on the Pakistan Stock Exchange in Pakistan from 2009 ~ 2018, comparing them across three different time-period. The period of 2009 – 2011 is the time-period before the first revision of the SECP CG Code 2012. The period 2014 – 2016 is the time-period after the first revision of the SECP CG Code 2012. Finally, the year 2018 is considered in isolation, the time-period for which data was then available, in relation to post-second revision of the SECP CG Code 2017. 

The remainder of the chapter is structure as follows: 
· Section 8.2 compares the governance disclosure quality of Pakistani listed banks in the pre-and post-revision era of the SECP CG Code. 
· Section 8.3 present the impact of bank financial position on governance disclosure quality. 
· While Section 8.4 compares and evaluate the influence of board and audit committee composition and functional features on governance disclosure quality in three different time-periods. 
· Section 8.5 presents the compliance level of Pakistani listed banks with corporate governance reforms. 
· To conclude, a chapter summary is presented in Section 8.6.   

8.2 Revisions of the SECP CG Code and Governance Disclosure Quality 
Objective 2 - To empirically examine and evaluate whether (or not) governance disclosure quality improved in the listed Pakistani banking sector due to the revisions of the SECP Corporate Governance Code of Pakistan, 2012 and 2017 (moderating variable).
The objective is achieved by appropriate consideration of the following hypotheses:

H1a: That Total Governance Disclosure Quality of Pakistani listed banks improved after the 2012 revision of the SECP CG Code

H1b: That Total Governance Disclosure Quality of Pakistani listed banks further enhanced after 2017 revision of the SECP CG Code

H2a: That Mandatory Governance Disclosure Quality of Pakistani listed banks improved after the 2012 revision of the SECP CG Code

H2b: That Mandatory Governance Disclosure Quality of Pakistani listed banks further enhanced after 2017 revision of the SECP CG Code

H3a: That Voluntary Governance Disclosure Quality of Pakistani listed banks improved after the 2012 revision of the SECP CG Code

H3b: That Voluntary Governance Disclosure Quality of Pakistani listed banks further enhanced after 2017 revision of the SECP CG Code
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Figure 8‑1:- Comparison of TGDQ, MGDQ and VGDQ among the SECP CG Code 2002, 2012 and 2017
Hypotheses 1a and 1b are accepted as results in Chapter 7, and Figure 8.1 show that the Total Governance Disclosure Quality of the Pakistani listed banks made in the Annual Reports improved after each revision of the SECP CG Code. To support the descriptive results, the One-way repeated-measures ANOVA is also performed in Chapter 6. The results show that TGDQ of Pakistani listed banks in their Annual Reports statistically significant enhanced after both revisions of the SECP CG Code.

Hypothesis 2a is accepted, but 2b is rejected as there is a definite improvement in the level of MGDQ after the first revision of the SECP CG Code. However, the average value of the MGDQ slightly appears to reduce after the second revision of the SECP CG Code 2017. This is possibly due to the transitional period of the three years prompted by the SECP revisions in terms of complying with its mandatory requirements. Recognising the consequent limitations, this research uses only the 2018 data for the 2017 SECP CG Code, the most recent available data after revising the SECP CG Code 2017. These results are expected as some banks require more time than others to comply fully with the CG codes' requirements. 

Hypotheses 3a and 3b are accepted as results in Chapter 6, and Figure 8.1 also confirmed that the VGDQ made by Pakistani listed banks in their Annual Reports has substantially improved after each revision of the SECP CG Code. 

These results are similar to that of Barako et al. (2006), who reported a continuous increase in voluntary corporate governance disclosure during their research time-period in the Kenyan listed companies. Additionally, Sanan and Yadav (2012) have evaluated the impact of Corporate Governance reforms [enabled by relevant regulations established by the Security and Exchange Board of India (SEBI)] on the financial disclosure of Indian firms. Their research indicates that impressive Corporate Governance reforms brought moderated and continuous improvement in financial disclosure of Indian’s firms. Similarly, Ntim et al. (2013) find that the South African listed firms' corporate governance standards and voluntary corporate governance disclosure have enhanced after the King II report. In line with the present results, Kabara et al. (2019) reported that corporate governance regulatory compliance positively and significantly impacts the Nigerian listed firms to increase voluntary disclosure levels in their Annual Reports.

Consistent with this research, Goel (2018) developed a corporate governance performance (CGP) index to examine the effectiveness of the Indian corporate governance reforms in two different reforms periods (2012-13 and 2015-16). The results confirm that corporate governance practices and disclosure of the Indian companies have significantly improved after the corporate governance reforms. Moreover, Baloch et al. (2019) reported that French listed companies' environmental disclosure quality gradually improved after the Grenelle Act 2012. 

In contrast, Harun et al. (2020) find that the issuance of the Accounting and Auditing Organization for Islamic Financial Institutions (AAOIFI) governance standards guidelines on CSR disclosure did not significantly improve the CSR disclosure practices among Islamic banks in GCC countries. Understandably, it should be noted that the results of this study may not be completely and fully compared with other previous studies, as each research is different in terms of research methodology, approach, and data collection.
8.3 Bank’s Financial Position and Governance Disclosure Quality

Objective 3 – To empirically identify the association and/or relationship between banks' financial position and governance disclosure quality in the listed Pakistani banking sector.
The objective s accomplished by an appropriate empirical evaluation of the following hypothesis:
H4: That bank financial position (ROE) is positively and significantly associated with governance disclosure quality.                                                    

GDQ = α + β1BFP





 

                                                                           .063***
*p<.1, **p<.05, ***p<.01
Figure 8‑2: - Association between BFP and TGDQ
Hypothesis 4 is accepted as results in Chapter 7 and Figure 8.2 show that Bank Financial Position is positively and significantly associated with Total Governance Disclosure quality (β = .063, p <.000). These results align with Signalling Theory explanations that better financial position firms would tend to disclose more governance information in order to send a positive signal to the market and distinguish themselves from weaker financial firms. 

The results of this research align with Al-Moataz and Hussainey (2013) who find that profitable firms are more likely to disclose extra information related to corporate governance practices. Correspondingly, Gunardi et al. (2016) examine the determinants that affect the Indonesian listed firms' CSR reporting in their annual and sustainability reports. The results of their research show that firm probability significantly influences CSR reporting.   

Wasara and Ganda (2019) examine the relationship between corporate sustainability disclosures and return on investment in South African-listed firms using a content analysis approach. Their findings reveal a negative relationship between social disclosure and return on investment. Likewise, Abdullah et al. (2020) find that Malaysian companies with better performance disclosed additional environmental related information. 

Contrary to the results of the present research, Harun et al. (2020) find a significant negative association between CSR disclosure and firm value in GCC countries' Islamic banks. The results of Al-Ahdal et al. (2020) revealed a non-significant negative relation between firms’ performance (as measured by Tobin’s Q) and disclosure in Indian and GCC countries listed firms.
8.4 Board and Audit Committee Composition and Functioning, Bank Financial Position and Governance Disclosure Quality 

Objective 4 – To empirically identify the association and/or relationship between board and audit committee characteristics (composition and functioning) and the bank's financial position in the listed Pakistani banking sector.

Objective 5 – To empirically identify the association and/or relationship between board and audit committee characteristics (composition and functioning) and governance disclosure quality in the listed Pakistani banking sector and this relationship is moderated by the revisions of SECP Corporate Governance Code of Pakistan, 2012 and 2017.

Objective 6 – To empirically identify the association and/or relationship between board and audit committee characteristics (composition and functioning) and governance disclosure quality in the listed Pakistani banking sector and this relationship mediated by its financial position.
These objectives are addressed by empirically evaluating all the following hypotheses:

8.4.1  The Relationship between Board Independence and Governance Disclosure Quality Mediated by Bank Financial Position

H5 (a): That the percentage of Independent Non-Executive Directors in overall board composition is positively and significantly associated with Bank Financial Position (ROE)

BFP = α + β1IND

H5 (b1): That the percentage of Independent Non-Executive Directors in overall board composition is positively and significantly associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α + β1 IND_SECP02
H5 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β1a IND + β1b IND_SECP12 + β1c IND_SECP17

H5 (c1): That the relationship between the percentage of Independent Non-Executive Directors in overall board composition and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α + β1 IND_SECP02 + βm BFP

H5 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β1a IND + β1b IND_SECP12 + β1c IND_SECP17+ βm BFP
Direct relationship      Mediated relationship.

2002 CG Code = -.019
2012 CG Code = -.142

2017 CG Code = -.717
.063***


2002 CG Code = .079


2012 CG Code = -.357***


2017 CG Code = -.857***







2002 CG Code = .080
2012 CG Code = -.348***
2017 CG Code = -.812**
Figure 8‑3: - The relationship between board independence and governance disclosure quality mediated by bank financial position.
Hypothesis 5(a) is rejected as results in Figures 8.3 confirm that the relationship between the percentage of IND in board composition and the Bank’s Financial Position is negative and non-significantly related, irrespective of time-periods (2002 CG Code = -.019, 2012 CG Code = -.142, 2017 CG Code = -.717). This means that even higher numbers of INDs on the board composition, after the two revisions of the SECP CG Code have no significant impact on the Pakistani listed banks' financial position. 

These results are somewhat at odds with explanations offered by Signalling and Stakeholders Trust Theory and possibly raises a question mark on the integrity and independence of Independent Non-Executive Directors within the board composition of Pakistani listed banks. It also raises the question as to whether INDs have adequately appropriate powers to challenge the dominated family members on the board. 

The present results are in line with Shao (2019) that board independence has a non-significant relationship with firm performance in the Chinese listed companies. Moreover, Merendino and Melville (2019) find that independent directors do not have a linear impact on the performance of Italian listed firms.
However, the present results contrast with those of Arif and Syed (2015) who determined that board independence has a significant impact on the Return on Equity of Pakistani commercial banks and financial service companies. Equally, the results of Kao et al. (2019) show that a higher portion of IND in board composition has a significant and positive impact on the performance of listed firms in Taiwan. Al Farooque et al. (2019) document that board independence has a significant and positive association with firm performance within a set of listed companies in Thailand. Moreover, Pucheta-Martínez and Gallego-Álvarez (2019) conducted a research in 34 different countries, and found that board independence is positively associated with firm performance. Similarly, Alqatan et al. (2019) identified a positive correlation between board independence and firm performance (ROA).

Moderation Effect
Hypothesis 5(b1) is rejected as the relationship between IND and TGDQ is positive non-significant (β= .079, p> .1) in the era of the 2002 CG Code, without accounting for the moderation effect of SECP CG Code 2012 and 2017.

Hypothesis 5(b2) is rejected as well. The results in Figure 8.3 show that the relationship between IND and TGDQ becomes negative and significant after each revision of the SECP CG Code (2012 CG Code = -.357***, 2017 CG Code = .857***). These results suggest that the higher percentage of the IND in board composition has a negative impact on the TGDQ. These results are inconsistent with the a priori expectation of this research because we were expecting, as per explanations of the Signalling and Stakeholder theories, that TGDQ of the Pakistani listed banks would enhance after each revision of the SECP CG Code due to a higher percentage of IND in board composition. With reference to the descriptive statistics - Table 7.9 in Chapter 7 confirms that the percentage of IND in overall board composition improved from 23.82% to 32.11% after the first revision and from 32.11 to 35.51 after the second revision of the SECP CG Code. But despite the improvement in the percentage of IND after each revision, the TGDQ reduced approximately by -2.96% = (8.29 X -.357) and -2.91% (3.4 X -.857) after the 2012 and 2017 revision, respectively. 

Previous research literature tends to support the present results. Barako et al. (2006) find that Independent No-Executive directors in developing countries are more likely not to be truly independent. Furthermore, Goel (2018) reported in a recent research that the percentage of IND in the board composition of Indian companies decreased after the recent corporate governance reforms. Furthermore, Shao (2019) argued that firms merely include only the required percentage of independent directors on board to meet the regulatory requirements in developing countries. Therefore, independent directors on the corporate board are only perfunctory and fail to perform as expected. Additionally, Al-Moataz and Hussainey (2013) argued that a strong dependence on the connection between family and friendship in developing countries appears to significantly impact upon voluntary corporate governance disclosure.

Similarly, Eng and Mak (2003), Hoitash et al. (2009) and Al-Moataz and Hussainey (2013) find that a higher percentage of IND in board composition has a negative impact on governance disclosure quality. On the other hand, in their research of Latin American firms, Husted and de Sousa-Filho (2019) document that board independence has a positively and significantly effect on ESG disclosure. However, the present results tend to contradict the research's conclusions conducted in China by Shan (2019). The research found that the portion of IND in board composition has a significant and positive impact on related party transactions disclosure. Additionally, Lama and Dhar (2019) find a significant and positive association between board independence and corporate governance disclosure among Indian listed banks. In comparison, Baloch et al. (2019) find no association between board independence and environmental disclosure quality among French listed firms.

Mediation Effect
Hypothesis 5(c1) was rejected as the results in Figure 8.3 confirmed that in the period of 2002 CG Code, the Bank Financial Position does not mediate the relationship between IND and TGDQ. The relationship does not hold for necessary conditions of mediation, as suggested by Baron and Kenny (1986). There is a non-significant negative relation between IND and BFP (β = -.019, p > .1) in the era of the 2002 CG Code. Also, there is no significant association between IND and TGDQ prior to the SECP revisions (β = .079, p > .1).

Hypothesis 5 (c2) was rejected. Although, the association between BFP and TGDQ is significant (β = .063, p < .01). But the first condition of mediation is not fulfilled as the relationship between IND and BFP is not significant after the SECP CG Code (2012 CG Code = -.142, 2017 CG Code = -.717). This outcome violates the important condition of mediation. Therefore, the mediation effect of the Bank's Financial Position cannot be explained even when considering the moderating effect of the revisions of the SECP CG Code.
8.4.2  The Relationship between Audit Committee Independence and Governance Disclosure Quality mediated by Banks fFnancial Position

H6(a): That the percentage of Independent Non-Executive directors in the Audit Committee is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β3 IAC

H6(b1): That the percentage of Independent Non-Executive directors in the Audit Committee is positively and significantly associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α + β3 IAC_SECP02
H6 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions. 

GDQ = α + β3a IAC + β3b IAC_SECP12 + β3c IAC_SECP17

H6 (c1): That the relationship between Independent Non-Executive directors and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α + β3 IAC_SECP02 + βm BFP

H6 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions. 

GDQ = α + β3a IAC + β3b IAC_SECP12 + β3c IAC_SECP17+ βm BFP
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Figure 8‑4: - The relationship between audit committee independence and governance disclosure quality mediated by banks financial position.
Hypothesis 6(a) was rejected as the results in Figure 8.4 suggest that the relationship between the percentage of IND in audit committee composition (IAC) is positive but non-significantly related to Bank's Financial Position in all three-time periods (2002 CG Code = .111, 2012 CG Code = .070, 2017 CG Code = .066). These results suggest that an even higher percentage of IND in audit committee composition after the revisions of the SECP CG Code has no significant impact on the financial position of the Pakistani listed banks. 

The present results align with Almoneef and Samontaray (2019) who explore the impact of corporate governance on the performance of the Saudi banking sector. Their empirical result demonstrate that audit committee independence has a non-significant impact on bank performance.

On the other hand, Arif and Syed (2015) determined a significant association between Audit Committee Independence and Return on Asset on Pakistani commercial banks and financial service companies. Mohammed et al. (2019) document a significant and positive association between audit committee independence and firm performance (ROA) on firms listed on the Iraqi Stock Exchange. Dakhlallh et al. (2020) reported a positively and significantly relationship between audit committee independence and firm performance among Jordanian companies. The findings of Bansal and Sharma (2019) suggest that audit committee independence has a significant and positive impact on firm performance among the firms listed on the National Stock Exchange (CNX-500) of India. Oroud (2019) document a positively and significantly association between audit committee independence and firm performance among listed companies in Amman Stock Exchange.

Moderation Effect
Hypothesis 6(b1) was accepted as the results in Figure 8.4 confirmed that the association between IAC and TGDQ is positively and significantly (β = .087, p < .1) in the time period of 2002 CG Code.

Hypothesis 6(b2) however was rejected. As the results in Figure 8.4 showed that the relationship between IAC and TGDQ after revision of the SECP CG Code 2012 (β = -.040, p > .1) and 2017 (β = -.111, p > .1) become negative and non-significant. These results are somewhat contrary to the expectation of this research, as it was expected there would be a stronger impact of the higher percentage of IND in audit committee composition on TGDQ after 2012 and 2017 revisions of the SECP CG Code. Considering, Table 7.9 in Chapter 7 one sees that the Independence of Audit Committee (IAC) comprehensively improved from 12.99% to 46.39% after the 2012 revision and marginally so from 46.39% to 47.11% after the 2017 revision. But this improvement in the Independence of Audit Committee was not reflected on TGDQ as determined in respect of Pakistani listed banks in their annual report. These results raise the question of the credibility and independence of the Independent Non-Executive Directors set in the audit committees of the Pakistani listed banks. This might suggest that the even higher numbers of INDs in audit committee composition after the two revisions of the SECP CG Code, have no significant impact on the TGDQ of the Pakistani listed banks. These results seem to be contrary to expectations emanating the explanations of the Signalling and Stakeholders Trust Theory.

The present results are similar to the results of Kavida et al. (2019), showing a negative relationship between the independence of the audit committee and disclosure among Indian listed firms.  However, they are inconsistent with the research conducted by Kabara et al. (2019) in the Nigerian listed firms, which find that audit committee independence positively impacts upon voluntary disclosure. Equally, Salem et al. (2019) determined that audit committee independence is positively and significantly related to the quality of risk disclosure in Tunisian non-financial listed firms. Barzegar et al. (2019) document a positively and significantly association between audit committee independence and CSR disclosure. Buallay and Al-Ajmi (2019) provided empirical evidence that audit committee independence plays an important role in the sustainability disclosure practices of banks.

Mediation Effect
Hypothesis 6(c1) was rejected. he results revealed in Figure 8.4 showed that although the relationship between BFP and TGDQ is positively and significantly (β = .063, p < .01).  Furthermore, the strength of relationship between IAC and TGDQ became weaker from (β = .087, p < .1) to (β = .080, p < .05) after mediation effect of BFP. But the third and important condition of mediation required by Baron and Kenny (1986) is not fulfilled as the Independence of Audit Committee (IAC) is positive but non-significant related to Bank Financial Position (β = .111, p > .1) prior to the revisions of the SECP CG Code. Therefore, the BFP does not appear to be a mediating feature when considering the relationship between IAC and TGDQ in the pre revision eras of the SECP CG Code.

Hypothesis 6(c2) was rejected as well. The results in Figure 8.4 established that the relationship between IAC and TGDQ after both revisions of the SECP CG Code does not show any significance, which violates the necessary condition for mediation. Additionally, the relationship between IAC and BFP is positive and non-significant in the post revisions era of the SECP CG Code, violating the third condition for the mediated relationship. Dissipate that the relationship between BFP and TGDQ is positively and significantly (β = .063, p < .01), other conditions of mediation are violated.
8.4.3 The Bank's Financial Position Mediates the Relationship between CEO Duality and Governance Disclosure Quality.

H7 (a): That the CEO duality is negatively and significant associated with Bank Financial Position (ROE).

BFP = α - β4 CED

H7 (b1): That the CEO duality is negatively and significant associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α – β4CED_SECP02
H7 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions. 

GDQ = α - β4a CED - β4b CED_SECP12 - β4c CED_SECP17

H7 (c1): That the relationship between CEO duality and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α – β4 CED_SECP02 + βm BFP
H7 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α - β4a CED - β4b CED_SECP12 - β4c CED_SECP17+ βm BFP
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Figure 8‑5: - The relationship between CEO duality and governance disclosure quality mediated by the bank's financial position.
Hypothesis 7(a) was rejected as the results in Figure 8.5 established that there is a non-significant relation between CEO duality and BFP of the Pakistani listed banks before (2002 CG Code = -46.1) and after the revisions of the SECP CG Code (2012 CG Code = 41.1, 2017 CG Code = 63.2). Another important point is the identified non-significant but negative relationship between CED and BFP, and the fact that that association became positive and non-significant after both revisions of the SECP CG Code.

The current results are in contrast with Shahrier et al. (2020) findings that CEO duality has a statistically negative impact on firm performance (measured by ROA and ROE) among the Malaysian Shariah-compliant firms. Also, Shao (2019) find that CEO duality is significantly negatively associated with firm performance in the Chinese listed sector. Kao et al. (2019) find that separation of CEO and Chairman roles has a positively and significantly impact on firm performance in the Taiwan listed sector. Similarly, Al Farooque et al. (2019) reported that CEO duality is negatively and significantly associated with firm performance in Thai listed firms. 

Conversely, Pucheta-Martínez and Gallego-Álvarez (2019) find that CEO duality is positively associated with firm performance.

Moderation Effect
Hypothesis 7(b1) was rejected. The results in Figure 8.5 showed a negative but non-significant relation between CED and TGDQ (β = -5.61, p > .1) in the period of the 2002 CG Code. 
Hypothesis 7(b2) was rejected as well.  Figure 8.5 that prior to the first revision of the SECP CG Code 2012 the relationship between CED and TGDQ was negative but non-significant (β = -5.61, p > .1). But this relationship became positively and significantly after 2012 (β = 23.2, p < .1) and 2017 revisions of the SECP CG Code (β = 50.8, p < .000). 

Taking regard to the descriptive statistics revealed in Table 7.9 in Chapter 7, likely confirm that in terms of the separate person for the role of the Chairperson and CEO (CED), there was not much variation across the three time-periods. The mean value of CED was 0.03 in the 2002 SECP CG Code era. In the 2012 revision, the code required that the same person not perform the chairperson and CEO role. As a result, the CED slightly dropped to 0.02 after the 2012 revision. The second revision of the SECP CG Code also continued this provision, but surprisingly the mean value of the CED increased to 0.05. This might possibly be due to fewer observations (19) in this time-period.

The significant and positive association between CED and TGDQ is contrary to the expectations of this research. This research expected a significant negative relationship between CED and TGDQ after each revision of the SECP CG Code. A possible logical reason for this significant and positive relationship between CED and TGDQ is that in the presence of not truly Independent Non-Executive Directors, a powerful personality makes the decision as per its discretion and make private information public for its interest and benefit. Another reason for a positive relationship could be that Pakistani listed banks enjoy the benefit of concentrated command, and there is little to no chance of conflict between the two top positions.

In contrast, Harun et al. (2020) reported a significant negative relation between CEO duality and CSR disclosure practices in Islamic banks of GCC countries. Husted and de Sousa-Filho (2019) and Lagasio and Cucari (2019) reported a significant negative association between CEO duality and ESG disclosure in the Latin American context. These results contrast with the finding of Shan (2019) and Salem et al. (2019) that CEO duality has no impact on disclosure. 
Mediation Effect
Hypothesis 7(c1) was rejected. The results in Figure 8.5 confirmed that even though BFP and TGDQ significant relationship (β = .063, p < .01), other conditions of the mediation are not satisfied. Therefore, the BFP does not mediate the association between CED and TGDQ without accounting for the moderation effect of the revisions of the SECP CG Code.

Hypothesis 7(c2) was rejected. The results in Figure 8.5 reveal that the value of beta for CED are 20.6 and 46.8 for the period of 2012 and 2017 CG Code, respectively. These are less than 23.2 and 50.8 (without mediation effect) respectively to satisfy the necessary condition for mediation when BFP is included in the model. Additionally, BFP is positively and significantly related to TGDQ (β = .063, p < .01), and this fulfil the second condition of mediation. But third and important condition for mediation is violated as the relationships between CED and BFP in the era of 2012 (β = 41.1, p > .1) and 2017 CG Code (β = .63.2, p > .1) are non-significant.
8.4.4 The Association between Board Size and Governance Disclosure QQuality Mediated by Bank Financial Position

H8 (a): That Board Size is positively and significantly associated with Bank Financial Position (ROE). 
BFP = α + β5 SIZ

H8 (b1): That Board Size is positively and significantly associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α + β5 SIZ_SECP02
H8 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β5a SIZ+ β5b SIZ_SECP12 + β5c SIZ_SECP17

H8 (c1): That the relationship between Board Size and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α + β5 SIZ_SECP02 + βm BFP

H8 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions. 

GDQ = α + β5a SIZ+ β5b SIZ_SECP12 + β5c SIZ_SECP17+ βm BFP
Direct relationship      Mediated relationship.


2002 CG Code = -.505


2012 CG Code = 1.32
.063***

2017 CG Code = -.390



2002 CG Code = 3.31***

2012 CG Code = -1.70*

2017 CG Code = -2.80*



2002 CG Code = 3.34***

2012 CG Code = -1.78**

2017 CG Code = -2.77**
Figure 8‑6: - The association between board size and governance disclosure quality mediated by bank financial position.
Hypothesis 8(a) was rejected. Results in Figure 8.6 confirmed that board size (SIZ) is non-significant related to BFP regardless of the time period (2002 CG Code = -.505, 2012 CG Code = 1.32, 2017 CG Code = -.390). Present results are similar to Shao (2019) who determined that board size is non-significantly associated with firm performance Chinese listed firms. Likewise, Eluyela et al. (2018) empirically find that board size and firm performance has a positive but non-significant relationship in Nigerian listed banks. 

On the other hand, Arif and Syed (2015) find that board size and ROA has a significant association in Pakistani commercial banks and financial service companies. Similarly, the results of, Pucheta-Martínez and Gallego-Álvarez (2019) show that board size is positively associated with firm performance. Equally, Alqatan et al. (2019) find that board size positively correlates with firm performance (Tobin's Q) in UK listed firms. Merendino and Melville (2019) reported that board size positively impacts the performance of Italian listed companies. Correspondingly, Danoshana and Ravivathani (2019) empirically prove that board size significantly correlates with firm performance in Sri Lankan listed financial institutes. Al Farooque et al. (2019) document a positive association between board size and firm performance among firms listed in the Thai stock exchange.  On the other hand, Kao et al. (2019) conducted a research in Taiwan and find that a smaller board size positively impacts firm performance.

Moderation Effect
Hypothesis 8(b1) was accepted. The results revealed in Figure 8.6, reveal a significant and positive relationship between board size and TGDQ (β = 3.31, p < .000) in the time-period of 2002 CG Code. 
Hypothesis 8(b2) was rejected. As the results in Figure 8.6 showed that in the period of 2002 CG Code, there was a positively and significantly relationship (β = 3.31, p <.000) between board size and TGDQ, but this relationship became negative and significant after first (β = -1.70, p <.05) and second revision (β = -2.80, p < .05) of the SECP CG Code. Referring back to Table 7.9 in Chapter7 – the board size has slightly grown from 8.53 to 8.67 in the period of post-2012 revision, but in contrast, the TGDQ reduced by -0.24% (0.14 X -1.70). Conversely, the board size slightly shrunk in the 2017 SECP CG Code era compared to the 2012 revision period from 8.67 to 8.37; as a result, the TGDQ increased by 0.84% (-0.3 X -2.80). These results show no linear relationship between Board size and TGDQ but a “U” curve relation.

The SECP CG Code, 2002, 2012 and 2017 have not provided any guidance about the size of the corporate board. However, as per Company Act 2017, a listed company shall have at least seven directors on the corporate board. Against that context, the present results showed that when the board size of the Pakistani listed banks increased by including more independent directors (not fully and truly independent) to comply with SECP revision, the TGDQ decreased. These results contrast with a research conducted by Harun et al. (2020) on Islamic banks in Gulf Cooperation Council (GCC) countries, providing evidence of a significant and positive association between board size and CSR disclosure practices. Similarly, Husted and de Sousa-Filho, 2019 find a significant and positive relation between board size and ESG disclosure in Latin American companies. Lagasio and Cucari (2019) applied meta-analysis to a sample of 24 empirical studies and concluded that board size enhances voluntary ESG disclosure. Lama and Dhar (2019) document a significant and positive association between board size and corporate governance disclosure of Indian listed banks. Conversely, Salem et al. (2019) investigated the relationship between board size and risk disclosure quality in Tunisian settings and find no association between them.

Mediation Effect
Hypothesis 8 (c1) was rejected, as the results in Figure 8.6 established that there is an non-significant negative relationship between board size and BFF in the era of the 2002 CG Code (β = -.505, p > .1). These results confirmed that the third mediation condition suggested by Baron and Kenny (1986) is violated. It means that BFP does not mediate the relationship between board size and TGDQ without accounting for the moderation effect of the SECP CG Code revisions.

Hypothesis 8(c2) was also rejected. According to results presented in Chapter 7 and Figure 8.6, even though there is a significant and positive association between BFP and TGDQ (β = 0.63, p < .01). But other conditions of mediation are violated as there is no significant relationship between board size and BFP after both revisions of the SECP CG Code (2012 CG code = 1.32, 2017 CG Code = -.390). Therefore, BFP does not mediate the relationship between SIZ and TGDQ even after the revisions of the SECP CG Code. 
8.4.5 The Association between the Director's Gender and Governance Disclosure Quality Mediated by Bank Financial Position

H9 (a): That the Board’s Gender Diversity is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β6 GEN

H9 (b1): That the Board’s Gender Diversity is positively and significantly associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α + β6GEN_SECP02
H9 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β6a GEN + β6b GEN_SECP12 + β6c GEN_SECP17

H9 (c1): That the relationship between the Board's Gender Diversity and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of 2002 SECP CG Code.

GDQ = α + β6GEN_SECP02 + βm BFP

H9 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.  

GDQ = α + β6a GEN + β6b GEN_SECP12 + β6c GEN_SECP17+ βm BFP
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Figure 8‑7: - The association between the director's gender and governance disclosure quality mediated by bank financial position.
Hypothesis 9(a) was partially accepted. As the results in Figure 8.7 show, there is a positively and significantly association between GEN and BFP (β = .817, p < .1) in the period of 2002 CG Code. But there is negative and non-significant relationship between GEN and BFP after 2012 (β = -1.14, p > .1) and 2017 revisions of the SECP CG Code (β = -.347, p > .1). 

In line with our result, Khan and Subhan (2019) find that the number of female directors in board composition has a non-significant association with the financial performance of firms listed companies on the Pakistan Stock Exchange 100 Index. Equally, Fernández-Temprano and Tejerina-Gaite (2020) do not find any evidence about the influence of gender diversity on firm performance. The results of Pucheta-Martínez and Gallego-Álvarez (2019) show that having female directors on board composition is positively associated with firm performance. Chijoke-Mgbame et al. (2020) examine the effect of female representation on financial performance in the African context. Their results show that female board representation positively and significantly impacts firm financial performance. Equally, their research also finds that the relationship between performance and gender diversity is stronger among firms with two or more female directors.  

Conversely, Yang et al. (2019) studies the effect of female directors on firm performance in the Norwegian setting. Their findings show that mandated female representation has an adverse effect on firm performance. 

Moderation Effect
Hypothesis 9(b1) was rejected. The results in Figure 8.7 established that in the period of the 2002 CG Code, there is a non-significant and positive relationship between GEN and TGDQ of the Pakistani listed banks made in their Annual Reports (β = .226, p > .1). 

Hypothesis 9(b2) was partially accepted.  the results presented in Figure 8.7b, there is no significant relationship between gender diversity in board composition and TGDQ in the 2012 CG Code (β = -.385, p > .1). But after the 2017 revision of the SECP CG Code this relationship became positively and significantly (β = .724, p < .05). It means that after the 2017 revision the gender diversity has a much higher effect on the TGDQ. As in the 2017 revision, the SECP made it mandatory that at least one female director should be in board composition. Regarding Table 7.9 in Chapter 7, the gender diversity in board composition of the Pakistani listed banks considerably progressed from 1.90% to 4.43% in post-2017 revision as compared to pre-2017 revision, which also improved TGDQ by approximately 1.83 % (2.53 X .724). These results indicate that the impact of GEN % on the TGDQ gets much stronger after the revision of the SECP CG Code 2017.

The significant and positive association between the percentage of female directors in board composition and the extent of governance disclosure quality after the 2107 revision suggests that mandating companies to include one female director in board composition is a step in the right direction. Due to that step, corporate governance practices in general and governance disclosure quality of Pakistani listed banks are improving.

The results of the present research align with Salem et al. (2019) whose own results determine that the presence of women directors in board composition is positively and significantly associated with risk disclosure quality among Tunisian listed firms. Khan et al. (2019) examines the relationship between board diversity and Corporate Social Responsibility Disclosure Quality (QCSRD) across 57 firms listed on the Pakistan Stock Exchange. They find that gender diversity is the firm's valuable resource and can promote QCSRD. Correspondingly, Baloch et al. (2019): Katmon et al. (2019) concluded in their research that more diverse boards are more effective. They find the gender diversity at the board has a significant and positive impact on environmental disclosure quality among French listed firms. Lagasio and Cucari (2019) conducted a meta-analysis of 24 empirical studies and find that woman directorship enhances voluntary ESG disclosure. Sarhan et al. (2019) demonstrate that board diversity positively correlates with the level of voluntary corporate governance disclosure among MENA listed firms. The present results are inconsistent with Husted and de Sousa-Filho (2019) whose results determined that the presence of women on the corporate board is negatively related to ESG disclosure.

Mediation Effect
Hypothesis 9(c1) was rejected. The results in Figure 8.7 confirmed that BFP does not mediate the relationship between GEN and TGDQ without accounting for the moderation effect of revisions of the SECP CG code. Although there is positively and significantly relation between GEN and BFP (β = .815, p < .05) and BFP and TGDQ (β = .063, p < .05) in the era of 2002 CG Code. But an important first condition of mediation suggested by Baron and Kenny (1986) is violated as GEN is non-significant related to TGDQ (β = .226, p > .1) in the 2002 CG Code time-period.

Hypothesis 9(c2) was rejected. As the results in Figure 8.7 showed that the third condition of mediation that GEN has significant related to BFP after first (β = -1.14, p > .1) and second revisions (β = -.347, p > .1) of the SECP CG Code is violated. Therefore, the BFP is not mediating the relationship between GEN and TGDQ, even due to the moderating effect of the SECP CG Code. 
8.4.6 The Relationship between Board Meeting and Governance Disclosure Quality Mediated by Bank Financial Position

H10 (a): That the Number of Board Meetings is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β7 NBM

H10 (b1): That the Number of Board Meetings are positively and significantly associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α + β7 NBM_SECP02
H10 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions. 

GDQ = α + β7a NBM+ β7b NBM_SECP12 + β7c NBM_SECP17

H10 (c1): That the relationship between the Number of Board Meetings and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of the 2002 SECP CG Code.

GDQ = α + β1 NBM_SECP02 + βm BFP

H10 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions. 

GDQ = α + β7a NBM+ β7b NBM_SECP12 + β7c NBM_SECP17+ βm BFP
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Figure 8‑8: - The relationship between board meeting and governance disclosure quality mediated by bank financial position.
Hypothesis 10(a) was partially accepted. Dividing the data in three time periods, the results in Figure 8.8 showed that there is negative and significant relation between NBM and BFP in the era of 2002 CG Code (β = -9.04, p < .000, but after 2012 (β = 8.61, p < .000) and 2017 revisions of the SECP CG Code (β = 8.16, p < .05) this relationship became positively and significantly. 

Taking regard for Table 7.9 in Chapter 7 – NBM marginally increased from 6.43 to 6.52 after the 2012 revision; in results, the BFP (ROE) improved by 0.78 (0.09 X 8.61). Equally, NBM fractionally reduced from 6.52 to 6.47 after the 2017 revision; thus, the BFP (ROE) also reduced to -.408 (-0.05 X 8.16) in 2017 time-period compared to the 2012 SECP CG Code era. In all three time-period, the SECP Corporate Governance Code required that the board of directors should meet at least once every quarter. So, a minimum of 4 board meetings in a financial year. Results in Table 7.9 also show that in all three time-periods, every bank had at least four board meetings, so they fulfilled the minimum requirements of the SECP CG Code.

As the board of directors play an important role in the success of every organisation through their decision making. Therefore, frequently board meeting is of great importance in the effectiveness and efficiency of an organisation. Because board meetings provide a platform to discuss and evaluate the performance of executives and the overall firm. Our findings provide empirical support for the Stakeholder Trust Theory, which propose that regular board meetings enhance the ability of the board of directors to monitor, advise and provide guidelines effectively. It improves an organisation financial position, which ultimately enhanced stakeholders’ value. 

Prior empirical results of Eluyela et al. (2018) show a positive relationship between board meetings frequency and performance of Nigerian listed banks. Al Farooque et al. (2019) finds that in Thai listed firms, higher board meetings positively and significantly impact firm performance.
The present results contrast with those of Danoshana and Ravivathani (2019) that board meeting frequency has a significant negative association with firm performance in listed financial institutions of Sri Lanka. In parallel, Alsartawi (2019) also find a negative association between board meetings and the performance (ROA) of the listed Islamic banks in GCC countries. Almoneef and Samontaray (2019) document a negative and significant association between board meetings and bank performance among the Saudi listed banks. 

Moderation Effect
Hypothesis 10(b1) was rejected. As the results in Figure 8.8 established a negative and non-significant relation between NBM and TGDQ of Pakistani listed banks made in their Annual Reports in the time-period of 2002 CG Code (β = -.368, p > .1). 

Hypothesis 10(b2) was rejected as well. The results in Figure 8.8 confirmed that even after the moderation effect of the SECP CG Code revision, there is no significant association between NBM and TGDQ (2012 CG Code = -.284, 2017 CG Code = .034).

In line with the present results, Garcia-Sanchez et al. (2020) also document a non-significant relationship between the frequency of board meetings and CSR disclosure. Correspondingly, by using content analysis, Sandhu and Singh (2019) find a non-significant association between the frequency of board meetings and corporate internet reporting practices among Indian listed firms.

Lagasio and Cucari (2019) conducted a meta-analysis of a sample of 24 empirical studies to clarify the relationship between the number of board meetings and ESG disclosure. They find mixed results about the association between board meetings and ESG disclosure. In the Indian listed banking context, Lama and Dhar (2019) reported that the frequency of board meetings is positively and significantly with corporate governance disclosure. 

Mediation Effect
Hypothesis 10(c1) was rejected. Figure 8.8 shows a negative and significant relationship (β = -9.04, p < .000) between NBM and BFP during the period of the 2002 CG Code. But the Figure 8.8 does not report any significant relationship either directly (β = -.368, p > .1) or indirectly (β = .205, p > .1) between Number of Board Meetings and Total Governance Disclosure Quality. Therefore, BFP does not mediate the relationship between NBM and TGDQ without accounting for the moderation effect of the revisions of the SECP CG Code.

Hypothesis 10(c2) was also rejected. Although Figure 8.8 indicates a significant relation between NBM and BFP after both revisions of the SECP CG code. Also, BFP and TGDQ are positively and significantly related to each other (β = .063, p < .05). But the relationship between NBM and TGDQ is non-significant either before or after, including the mediating variable (BFP). Therefore, BFP is not mediating the relationship between NBM and TGDQ in the 2012 and 2017 SECP CG Code era.  
8.4.7 The Relationship between Audit Committee Meeting and Governance Disclosure Quality Mediated by the Bank's Financial Position

H11 (a): That the Number of Audit Committee Meetings is positively and significantly associated with Bank Financial Position (ROE).

BFP = α + β8 NAM

H11 (b1): That the Number of Audit Committee Meetings is positively and significantly associated with Governance Disclosure Quality in the period of 2002 SECP CG Code.
GDQ = α + β8 NAM_SECP02
H11 (b2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β8a NAM+ β8b NAM_SECP12 + β8c NAM_SECP17

H11 (c1): That the relationship between the Number of Board Meetings and Governance Disclosure Quality is mediated by Bank Financial Position (ROE) in the period of the 2002 SECP CG Code.

GDQ = α + β8 NAM_SECP02 + βm BFP

H11 (c2): That the above relationship is moderated by the revisions of the SECP CG Code such that it became stronger after the 2012 and 2017 revisions.

GDQ = α + β8a NAM+ β8b NAM_SECP12 + β8c NAM_SECP17+ βm
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Figure 8‑9: - The relationship between audit committee meeting and governance disclosure quality mediated by the bank's financial position.
Hypothesis 11(a) was partially accepted. The results in Figure 8.9 showed that the association between NAM and BFF is positively and significantly in the 2002 CG Code period (β = 2.58, p<.1). But this relationship became negative and non-significant after first (β = -1.17, p >.1) and second revision (β = -.359, p >.1) of the SECP CG Code.

In prior literature, Al Farooque et al. (2019) empirically finds a significant and positive relationship between higher audit committee meetings and firm performance among listed companies in Thailand. Similarly, Almoneef and Samontaray (2019) report that the relationship between audit committee meetings and bank performance in Saudi listed banks is positively and significantly. Oroud (2019) attempts to investigate the relationship between audit committee characteristics and the probability of industrial firms on the Amman Stock Exchange. The research find that audit committee meetings play an important role in improving the company's performance. The research reported a significant and positive association between audit committee meetings and firm performance.

Al-Okaily and Naueihed (2019) empirically examine the relationship between audit committee characteristics and firm performance in family and non-family-owned firms. They concluded that audit committee meeting frequency is positively and significantly related to non-family-owned firm performance while non-significantly related to family-owned firm performance. Bansal and Sharma (2019) document that audit committee meetings have a significant and positive impact on the firm performance of Indian listed firms at the National Stock Exchange (CNX-500).

Moderation Effect
Hypothesis 11 (b1) was accepted. Figure 8.9 established a significant and positive relationship between NAM and TGDQ in the time-period of the 2002 SECP CG Code (β = .984, p < .05).

Hypothesis 11 (b2) was rejected. Results in Figure 8.9 confirmed that the relationship between NAM and TGDQ became negative and non-significant after both the revisions of the SECP CG Code (2012 CG Code = -.955, 2017 CG Code = -1.10). 

The 2002 SECP Corporate Governance Code and its two revisions, 2012 and 2017, required that the board's audit committee should meet once in every quarter, so four times in a financial year. The results in Table 7.9 of Chapter 7 reveal that the minimum value of the Number of Audit Committee Meeting (NAM) was 3 in the eras of 2002 and 2012 SECP CG Code. So, some banks in these periods did not fulfil the mandatory requirement of the minimum four audit committee meetings. But after the second revision of the SECP CG Code, all the banks followed this requirement and arranged audit committee meetings at least four times in a financial year. On the other side, the maximum number of audit committee meetings in the 2002 SECP CG Code era was 28. These excess audit committee meetings in this period make sense as this research uses data from 2009 to 2011 for the 2002 SECP CG Code, which was the time right after the financial crisis, 2008. So, a high number of audit committee meetings was expected during that period. The maximum number of audit committee meetings back to the realistic value of 9 and 10 after the first and second revisions of the SECP CG Code (2014 ~ 2018), respectively.

These results strengthen our view that better board and audit committee composition and functioning improve bank financial position and, as a result, governance disclosure quality is enhanced. As the results in Figure 8.9 show, a higher number of the audit committee meetings in period one (2002 CG Code) due to financial crises had a positively and significantly impact on TGDQ. But as things settle down after the financial crises, the Pakistani listed banks reduce the frequency of audit committee meetings per year. Additionally, the SECP, in its 2012 and 2017 revisions, has not increased the minimum requirement of four audit committee meetings per year. These results confirm that SECP should consider increasing the minimum number of audit committee meetings per year.

In line with the present results, Bicer and Feneir (2019) also find a non-significant association between the frequency of audit committee meetings and environmental and social disclosure. The present results are inconsistent with Musallam (2018) finding that there is a significant and positive relationship between audit committee meetings and CSR disclosure. Along the same lines, Sandhu and Singh (2019) determined that an audit committee that meets more frequently is likely to engage in corporate internet reporting practices. Buallay and Al-Ajmi (2019) reported that the meeting frequency of the audit committee plays a positive role in determining the extent of sustainability reporting in the GCC countries banks. 
Mediation Effect
Hypothesis 11(c1) was partially accepted.  As the results in Figure 8.9 showed, BFP partially mediates the relationship between NAM and TGDQ in the period of the 2002 CG Code.  results, all the necessary conditions of partial mediation suggested by Baron and Kenny (1986) are fulfilled. The strength of relationship between NAM and TGDQ reduced from (β = .984, p < .05) to (β = .821, p < .05) when BFP included in the model. Also, there is positively and significantly relationship between NAM and BFP (β = 2.58, p < .1) and BFP is also positively and significantly related to TGDQ (β = .063, p < .01). 

Hypothesis 11(c2) was rejected.  Although the results in Figure 8.9 confirmed a positively and significantly relationship between BFP and TGDQ, other relations are not statistically significant, which are important for mediation. Therefore, BFP does not mediate the relationship between NAM and TGDQ after the 2012 and 2017 revisions of the SECP CG Code.
8.5 Compliance with Corporate Governance Reforms 

Objective 8 – To empirically examine and evaluate whether Pakistani listed banks are compliant with the governance provisions (related to board and audit committee composition) of the SECP Corporate Governance Code, 2002 and 2012 and 2017 with true spirit. 

H 12(a): That Pakistani listed banks do not comply with the really critical features of the SECP Corporate Governance Code's governance provisions related to board composition with true spirit.

H 12(b): That Pakistani listed banks do not comply with the really critical features of the SECP Corporate Governance Code related to audit committee composition with true spirit.
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Figure 8‑10:- Mean plot to compare the mean score for difference groups – IND.


Figure 8‑11:- Mean plot to compare the mean score for difference groups – IAC.

Hypothesis 12a and 12b were accepted as results in Chapter 7, and Figures 8.10 and 8.11 confirmed a positively and significantly relationship between IND and TGDQ of the banks, which have less than 40% of IND in their board composite. But this relationship becomes non-significant for banks with more than 40% of IND in the total composition. 

Similarly, there was a positively and significantly association between IND in Audit committee composition and TGDQ of the banks with less than 60% of IND in their board composition. But this relationship becomes non-significant for banks with more than 60% of IND in their audit committee composition.

If we refer back to Table 7.13 in Chapter 7, when the SECP increased the number of IND at board and audit committee composition in 2012 and 2017 revisions, the relationship between IND and GDQ became negative and significant. 

The above would suggest that Pakistani listed banks only truly comply with the governance provisions of the SECP Corporate Governance Code related to board and audit committee composition within their comfort zone (up till a certain limit of IND at board and audit committee composition). But when the CG Code appears to exceed of their comfort zone, they use the tick box approach to show compliance level (Claessens, 2006). One possible logical reason is that most Pakistani listed banks are influenced by finder families or major shareholders, and by adding more real IND in board composition, they do not want to lose control over the bank. Thus, they include the INDs at board and audit committee composition after a certain limit, which are not truly independent (Claessens, 2006).  In their research, Barako et al. (2006) argue that a tightening definition of an independent director in the Kenyan's corporate governance reforms impacts inversely on the independence of outside directors. Because companies do not want to include true independent directors after a certain limit in board composition due to fear that they might lose their grip on the board. Empirically, Claessens and Djankov (1999) find a negative correlation between influential families in an organisation and enhanced corporate governance standards.
8.6 Chapter Summary

This chapter discusses the results reported in the previous chapter with particular reference and emphasis to the research hypotheses. This was done on an individual hypothesis by hypothesis basis. Overall, the research's main results show that the Governance Disclosure Quality of the Pakistani listed banks in their Annual Reports enhanced after each revision of the SECP Corporate Governance Code. However, better board and audit committee composition and function through enhanced SECP Corporate Governance Codes have not significantly impacted governance disclosure quality. The main reason for this non-significant relationship is that Pakistani listed banks have not complied with the board and audit committee structural guidelines of the SECP CG Code with true spirit and used the tick box approach. A comparison of previous studies with the present result was also presented in this chapter. The current results on the relationship among board and audit committee composition and functioning, bank financial position and governance disclosure quality were inconsistent with most prior research. The reason for these conflicting results is that the Pakistani listed banks do not comply with the provisions of the SECP CG Code with true spirit. They only comply with the code up to a certain limit, but when they feel that they might lose control over the organisation due to strengthening regulations, they use the tick box approach to show compliance. 
The next chapter will provide a conclusion and policy contribution and suggestions for future research. 
9 CHAPTER 9 – CONCLUSION, POLICY CONTRIBUTION AND SUGGESTIONS FOR FUTURE RESEARCH

9.1 Introductory Comments

The purpose of this doctoral research thesis as to empirically examine and evaluate the revisions of the SECP Corporate Governance Code, 2012 and 2017 and attempt to find out to what degree the SECP has succeeded in restoring a relationship of trust. Correspondingly, the doctoral research thesis heightens relevant awareness by empirically examining the benefits of compliance and implementation of regulatory frameworks with full intent and true spirit and sound Corporate Governance practices among key stakeholders. To achieve its purpose, this doctoral thesis sought answers to the following four research fundamental questions:
1. Does a closer expose and consideration of “Signalling Theory and Stakeholder Trust Theory” provide appropriate guiding insights into the identified research problems?

2. What changes in CG disclosure quality have been possibly provoked by the revisions of the 2012 and 2017 SECP Corporate Governance Codes?
3. What might be the varying factors that affect (or not) the governance disclosure quality made by listed Pakistani banks within their annual audited financial statements and reports?
4. Does the empirical evidence suggest that Pakistani listed banks adhere to both the spirit and intent of the SECP CG Codes or is adherence more akin to a tick-box approach?
Th remainder of the chapter is structured as follows: 
· Section 9.2 presents the main conclusions emerging from the results of the research.

·  Section 9.3 concludes the research. 
· Section 9.4 highlights the contribution to knowledge and policy. 
· Section 9.5 describes key research limitations. 
· Section 9.6 provides suggestions for future research. 
· In the end, Section 9.7 presents some concluding thoughts.
9.2 Main Conclusions Emerging from the Results of the Research 
9.2.1 Improvement in Governance Disclosure Quality after each Revision of the SECP CG CODE

Based on the data analysis in Chapter 7 and 8, the results of this research indicated that the Total Governance Disclosure Quality (TGDQ) and Voluntary Governance Disclosure Quality (VGDQ) of Pakistani listed banks as made in their Annual Reports, significantly increased after each revision of the SECP CG Code, 2012 and 2017. Although the Mandatory Governance Disclosure Quality (MGDQ) slightly decreased after the second revision of the SECP CG Code, when banks were still in three years’ transitional period to comply with the new regulations of the SECP CG Code 2017. The results provided answers to the second fundamental question of this doctoral research. 
9.2.2 Impact of the SECP CG Code on Bank Financial Position and Governance Disclosure Quality
It was expected that due to revisions of the SECP CG Code 2012 and 2017, the board and audit committee composition and functionality would have improved. If so, under the Signalling and Stakeholders Trust Theory explanations, the bank financial position would likely have been enhanced. If so, the GDQ of Pakistani listed banks as made in their Annual Reports would have improved.  Although the level of GDQ of Pakistani listed banks improved in their Annual Reports, empirical results in Chapters 7 and 8 indicate a non-significant association among board and audit committee composition and functioning, bank financial position and governance disclosure quality. 
These results tend to confirm that this improvement in the GDQ of Pakistan's listed bank is possibly and likely due to externally driven corporate governance factors rather than internal-driven corporate governance factors like board and audit committee composition and functioning. Most of the board and audit committee characteristics influence BFP and GDQ of Pakistani listed banks negatively or non-significantly, which contrast with the explanations of Signalling and Stakeholder Trust Theories and prior literature related to corporate governance in various jurisdictions. Accordingly, these results provided answers to the third fundamental question of this doctoral research thesis.
9.2.3 Compliance with the Revisions of the SECP CG Code

The empirical results reveal that most of the board and audit committee composition and functional attributes are negatively or non-significantly associated with governance disclosure quality. Curiously, these results contrast with the explanations provided by Signalling and Stakeholder Trust Theories and most of the prior studies in a range of jurisdictions. Accordingly, they prompt a further exploration of these results. 
The results in Chapters 7 and 8 show that Pakistani listed banks tend to only comply with the truly critical features of the SECP Corporate Governance Code and only when within their comfort zone. However, when the CG Code transports them out of their comfort zone, they use the tick box approach to show compliance (Claessens, 2006). This is supported by the fact that in relation to the SECP CG Code 2002, there was a positively and significantly relationship between IND and GDQ. Nevertheless, in the 2012 and 2017 revisions, when SECP increased the number of IND in board composition, this relationship became negative and significant. Considered together, these empirical results provided the answer to the fourth fundamental question of this doctoral research.
9.3 Conclusion

The results of this doctoral research thesis are in partial contrast with implications arising from Signalling and Stakeholder Trust Theories, which would suggest that revisions of the SECP CG Code would likely improve the corporate governance practices in the Pakistani listed banking context, and so possibly result in stakeholder trust in the corporate sector being restored. Such trust was severely shaken due to various recent corporate scandals. 
A possible logical reason for these unexpected results is the cultural setting of Pakistan. Pakistan is characterised by a high level of collectivism rather than individualism. Collectivism culture favours the in-group (firm or family) compared to the out-group (external stakeholders). House et al. (1999) define collectivism as "The degree to which individuals’ express pride, loyalty and cohesiveness in their organisation or families." As a result, both Executive and Independent Non-Executive directors may prefer "in-group" over "out-group". In this case, the negative or non-significant results may be due to the defence of the "in-group" and reduce importance of the interest of the “out-group”. As governance disclosure quality is particularly relevant to external stakeholders. As such, and with the present research results, Pakistani listed banks appear not to favour quality governance disclosure, thus reducing the quality of positive signals to external stakeholders. 

The second possible reason is that finder families or significant shareholders influence on most Pakistani listed banks. Further, the addition of strong IND to boards is possibly not welcoming, as that may threaten overall control and direction over the bank (Claessens, 2006). Thus, they might include INDs within board composition, who are not truly independent or may include a family member and still claim “independence”.   

Barako et al. (2006) argued that a stricter definition of an independent director in the Kenyan’s corporate governance reforms impacted inversely on the independence of outside directors because companies do not want to include truly independent directors in board composition, as they then might lose a full grip on the board. Thus, although the Pakistani listed banks include independent directors within the board and audit committee composition in order to comply with the SECP revised Code 2012 and 2017, they are not really independent directors. Additionally, it would appear that the Pakistani business community still considers the office of IND to be just an “honorary” position and do not realise the importance of INDs in policy and strategic decision-making.

This doctoral research represents an exciting first and important step in understanding the outcomes of the SECP CG Code revisions in the Pakistani listed banking sector. Its results demonstrate how the results in the Pakistani context seem to diverge significantly from those elsewhere. However, the most important and interesting aspect is that these diverging results offer new insights. These results should be an eye-opener for the Pakistani banking sector and an invitation for it to take the SECP CG Code revisions seriously and implement them with full true diligence. 

In summary, this research responds to the call to examine the impact of the SECP CG Code revisions on governance disclosure quality of the Pakistani listed banking context. It finds evidence that Pakistani corporate governance diverges, specifically with respect to the presence and performance of IND at the board and audit committee. However, in this case, the mechanism behind this relationship is not clear.

9.4 Contribution to Knowledge

9.4.1 Research Methodological and Theoretical Contribution
Within the listed Pakistani banking sector, this research has significant methodological and theoretical contributions, mainly divided into five areas. 
1. Firstly, that there were instances when firms collapse due to weak Corporate Governance practices even though their Annual Reports were fully audited, and it fully complied with SECP Corporate Governance requirements. This would suggest that firms can easily manipulate the CG Code. Indeed, the evidence emerged shows that firms can easily manage the CG Code by using the tick-box approach and thus show compliance. So, it has been a real challenge for the researchers to determine whether firms really comply with true spirit or, instead use a merely tick box approach. Most of the researchers use the CG index to find the compliance level. However, these indices serve as a checklist that firms can easily manipulate (IOD, 2017). 

This research contributes to the literature by using a realistic way to examine compliance levels through a comprehensive Governance Disclosure Quality Index (GQI). The research developed a Governance Disclosure Quality Index using guidelines identified in the United Nation Conference on Trade and Development (UNCTAD, 2006), OECD principle, 2015, Basel requirements for Corporate Governance of banks, 2015, Global Reporting Initiative (GRI) standards, 2018 and provisions of the SECP Corporate Governance Code and previous literature. As such this Governance Disclosure Quality Index provides a rational, innovative and relatively original method for measuring overall governance disclosure quality. Further researchers can employ this comprehensive and up to date governance disclosure quality index in their studies.

2. Secondly, this research advances insights by reviewing within a relatively tight frame, prior empirical work relating to corporate governance disclosure across different jurisdictions. The research concludes that most of the previous studies in Corporate Governance domains mainly examined and compared Corporate Governance practices between developing and developed countries (Araniyar et al., 2017). In order to highlight the importance of and bring awareness to relevant stakeholders in relation to good Corporate Governance. However, arguably, this may not be the best approach, as results of one jurisdiction may not fairly compare and/or associate with, another jurisdiction. Therefore, these studies are perhaps less effective in terms of stakeholders' awareness of sound Corporate Governance practices in developing countries. However, there is a literature gap, so in order to fill this literature gap, the present research examines and compares Corporate Governance practices within the same country, i.e. Pakistan, but across three different time periods (each time period had different corporate governance practices in Pakistani listed banks due to revisions of the SECP Corporate Governance Code, 2012 and 2017) in order to bring awareness of sound Corporate Governance practices (proxies of governance disclosure quality) among stakeholders.

3. Thirdly, this doctoral research contributes to the existing knowledge on the impact of board and audit committee attributes on bank financial position and governance disclosure quality. In this regard, prior literature has given attention to various board and audit committee characteristics, such as board size, board independence, audit committee independence and board diversity. Along with these above-mentioned attributes, this research contributes to the body of knowledge by examining board and audit committee meetings as board functioning attributes.

4. Fourthly, this doctoral research used a wider sample for board and audit committee composition attributes and functioning differently from prior corporate governance studies in the Pakistani context. Previous corporate governance studies in Pakistan often used one year of data for corporate governance mechanisms. In contrast, this research provides a multi-year comprehensive perspective on the relationship between board and audit committee composition and functioning and governance disclosure quality within the Pakistani listed bank sector.
5. Lastly, the research offers fresh insights from comprehensive theoretical perspectives and explanations using two distinct but relevant theories – Signalling Theory and Stakeholder Trust Theory. Both Signalling Theory and Stakeholder Trust Theory offer useful insights in terms of governance disclosure. Within the present research context, their perspectives are of consequence and both potentially important. There appears to be some interrelated concepts and strands shared by Signalling Theory and Stakeholder Trust Theory. Both these theories address information asymmetry problem but consider their effects differently, and both support the view that enhanced, and quality governance disclosure does help reduce information asymmetry between corporate managers and stakeholders. 
This research has also contributed to an in-depth understanding of the Pakistani corporate governance structure. Signalling and Stakeholders Trust Theories perceptions need to accommodate and take regard for this unique context.

In conclusion, the research outcome contributes to the thin empirical literature on board role and governance disclosure quality using data from the Pakistani listed banking sector through a duo-theoretic perspective. Further, it enhances some understanding in terms of the board's monitoring role relevant to improvements regard in effective board composition and functioning, taking regard for the SECP Codes guidelines, the banks' financial position could show signs of improvement, ultimately influencing governance disclosure quality.

9.4.2 Research Practical Contribution 
This research also has significant policy and awareness implications. This research's practical contribution and value can be mainly divided into three areas. 
1. Firstly, this research focuses on the banking sector in emerging markets. Many studies in this area have been done on industrial firms in developed countries. However, this research takes a different view and provides empirical evidence within the Pakistani listed banking environment. 
2. Secondly, this is the first research that evaluates in some depth and examines the impact of the revisions of the SECP code on governance disclosure quality in Pakistani listed banks. Using the input–mediator–output approach examines how banks' financial position mediates the relationship between board and audit committee characteristics and governance disclosure quality. The research also provides empirical evidence to confirm that Pakistani listed banks do not comply with the more stringent regulations required in the SECP CG Code revisions with true spirit and, rather, use a tick-box approach. Also, this research empirically confirms that if the Pakistani listed banks comply with the more demanding regulations of the SECP CG code with true spirit and appoint real independent directors at board and audit committee composition, then they can also improve the financial position of their banks. By so doing, they can improve governance disclosure quality and build stakeholder trust. The research contributes to a further awareness of sound Corporate Governance practice among key stakeholders. 

3. Thirdly, the research offers recommendations to enhance the quality of governance disclosure and equally a description of the corporate board in the Pakistani listed banking context using inclusive measures of board and audit committee composition and functioning. The findings of the present research help policymakers and regulators on the adequacy of the board of directors' guidelines in the SECP Corporate Governance Code of Pakistan. 
9.4.3 Policy Contribution
The following policy contributions make for the further improvement of corporate governance in the Pakistani corporate sector.
9.4.3.1 Tighten the Implementation and Enforcement of the Regulations
Although the SECP has responded to the global challenge of corporate governance adequately by reviewing and strengthening its Corporate Governance Code, the SECP also needs to improve its implementation and enforcement with heightened diligence. This is because an effective enforcement system must complement best practices; if this is not so, all efforts will be wasted. Pakistan has laws and regulations but requires implementation backed by the effective enforcement of agencies and engagement of companies and key stakeholders. Additionally, the search for good Corporate Governance should not be merely compliance "in form" but "in substance" (Wong, 2009), because the desire for sound Corporate Governance and best practices should come from each stakeholder. To do this, the SECP should heighten awareness about the importance of sound corporate governance with all stakeholders supporting the stance. Claessens (2006) suggests that a lack of understanding could be a factor in the proper implementation of corporate governance reforms. Further, Bosakova et al. (2019) conclude in a recent research that the "comply or explain” approach is inadequate in the emerging countries context, and, instead recommends a more stringent approach to ensure compliance with national Corporate Governance Codes. 

In July 2018, the SECP took a bold step in setting an Independent Director Bank. However, it needs to make it more effective and monitor it closely. Equally, the SECP should strictly apply its sanction powers to deter dishonest behaviour. In this regard, Sanan and Yadav (2011) find that although India has one of the best Corporate Governance regulations, it has a very poor implementation record. Pakistan has the same challenge of ineffective implementation and enforcement of rules and regulations. Accordingly, the recommendation is that the SECP should prosecute the relevant management of companies involved in non-compliance, and the penalties levied should be more stringent. These punitive actions should go a long way to augment governance disclosure quality and ultimately improve corporate governance standards in the country. 
9.4.3.2 Sustainable Corporate Governance through Stakeholders’ Awareness 
The recent collapse of the Carillion, BHS and Thomas Cook raise questions about the sustainability and effectiveness of "Corporate Governance Models" at the national and international level. Sustainable corporate governance cannot be achieved without the participation of key stakeholders. Therefore, Pakistani listed banks should better appreciate the importance of good governance practices and their connection to improving bank financial position. They should better appreciate that banks' good governance and sound governance practices should be an endogenous function rather than externally imposed by regulatory bodies (Shao, 2019). Against that recognition, the SECP should enable an awareness to the management of companies relating to the benefits of sound and continually improving corporate governance practices and governance disclosure quality.
9.4.3.3 Consider Ground Realities
The SECP stated in its preface that it revises the SECP CG Code to better align it with international standards. While this is a positive aspiration, keeping local ground realities in focus is also important. (Claessens, 2006: Bosakova et al., 2019). Without considering the local focus, global convergence attempts may create a problem rather than provide a solution. For instance, the UK CG Code, King Report and OECD recommend a higher percentage of IND on the board and the composition of its committees. However, while the SECP does consider these recommendations in both revisions and increase the percentage of IND for board and committees’ composition, the SECP appears not to have considered family and major shareholder influence in the Pakistani corporate sector. Consequently, the credibility and independence of IND are compromised. While the numbers of INDs are important, the quality and potential contribution of these INDs are even more important. 
Recognising the above feature, OECD (2015) stated that corporate governance rules and regulations must recognise the reality in which they will be implemented and should harmonise, as best as possible, with that country’s specific circumstances and tradition. Additionally, this should be complemented by consultation with companies and their key stakeholders when developing sound corporate governance practices. Accordingly, the SECP should consider these aspects to reduce the risk of conflicts of interest between companies and their key stakeholders. Claesens (2006) reinforces this importance when stating that the enhancement of corporate governance must be a local effort. Global findings do not directly apply to specific circumstances and features to particular countries and situations. Local data and research are very important to identify the relevant issues to make a point for change.
9.4.3.4 Increase Number of Board and Audit Committee Meetings per Year
The research finds a significant and positive relationship between a higher number of Audit Committee meetings and TGDQ in period one. However, the SECP has not changed this requirement in either of the two pertinent revisions. The SECP should seriously examine and consider making it mandatory that at least six board and audit committee meetings be held within each financial year.
9.4.3.5 Increase the Percentage of Female Directors in Board Composition
The research also finds a positive relationship between the percentage of female directors and TGDQ after the 2017 CG Code revision. However, the SECP make it mandatory for one female director in board composition in the 2017 revision. Based on the results, this research recommends that the SECP increase the percentage of female directors in board composition, but before doing that, it should consider the ground reality to avoid the tick-box approach.
9.4.3.6 Introduce Board Size Range
The research determines that board size and TGDQ have a significant Non-linear relationship. This would suggest that governance disclosure quality improves as the board size increases, but if the board size grows further, TGDQ deteriorates after a certain point. It also suggests that Pakistani listed banks should identify and maintain the optimal board size. Accordingly, the SECP should introduce a board size range (rather than a precise number). Determining the optimal board size would be an interesting research project on its own. 
9.4.3.7 Reforms in Large Context Including in Political and Legal System
The SECP should penalise the listed banks/companies for not complying with the CG Code regarding their most essential features. In this regard, the Government of Pakistan should provide statutory power to the SECP to prosecute banks/companies involved in non-compliance. Thus, better implementation of corporate governance reforms in Pakistan requires reforms in a wider context, including the political and legal system. Indeed, the Government of Pakistan should enact legislation to provide the required protections to the INDs to effectively challenge the dominating family members on the board if required and protect the rights of other stakeholders. 
9.4.3.8 Issue of a Family Member in Board Composition
Lastly, the SECP should transparently address the presence of family members and major shareholders in board composition in the CG Code. 
9.5 Limitation of the Research

Although the models and results of this research are robust, our research has some limitations. The current research has examined factors driving governance disclosure quality from a quantitative perspective. Further research can advance our understanding by conducting qualitative analysis, for instance, in-depth interviews, to gain further insights relating to corporate governance and governance disclosure quality. 

Also, like most of the prior research in the field of corporate governance, the proxy for corporate governance, governance disclosure quality, and bank financial position may not accurately reflect actual practice. For instance, governance quality may refer to governance disclosure rather than the actual governance quality of a bank, in practice which is not overtly visible to observe. 
Since this doctoral research thesis merely focused on the Pakistani context, the research's findings may not be apposite to be used in other jurisdictions due to legislative and cultural differences. 
Although the Annual Reports have been reviewed at least twice for validity and consistency purposes, the potential for some limited subjectivity remains a limitation.

Lastly, there is a possibility that the research may have overlooked a few elements that may affect the disclosure quality of Pakistani listed banks.
9.6 Suggestions for Future Research

The evidence from this research suggests potential theoretical and empirical insights for future research. In terms of theoretical setting, as ideas of Stakeholder Trust Theory evolve, the needs of various stakeholders should be addressed through enhanced information disclosure. By so doing, firms can build trust with their stakeholders. This is an interesting strand of the Stakeholder Theory, which has great potential to be explored further in future research. 

This research focused on the Pakistani listed banking sector in terms of empirical settings. Further research can extend our research by examining the impact of corporate governance characteristics and firm financial position on governance disclosure quality in different sectors and countries (developing and/or developed countries). 

Secondly, this research used un-balanced data due to the non-availability of the latest data in period three after the second revision of the SECP CG Code 2017. Therefore, future studies could use balanced data in all time-periods to get a precise comparison. 

This research found that board size and TGDQ have a significant no-linear or "U" curve relationship. Therefore, it is recommended that the SECP introduce a range for board size. Thus, further research can find empirical evidence between board size range and governance disclosure quality. 

9.7 Concluding Thoughts

Pakistan has made timely and effective reforms to bring sound Corporate Governance to the country. However, two integral issues critically obstruct the progress of these exceptional corporate governance initiatives. One of the most prominent issues is compliance with the provisions of the regulatory framework with true intent and spirit. The search for best practices for corporate governance and governance disclosure should not simply be one for “compliance” but one for “compliance with true spirit”. Arguably, the present research indicates that Pakistani listed banks' do comply with corporate governance provisions up to the level that suits them and does not challenge them. The second issue is the lack of stakeholders' awareness of sound Corporate Governance. The desire for sound Corporate Governance should come from within each organisation member. Only then the legitimate spirations for good Corporate Governance be achieved. 

In summary, due to the nature of the Pakistani corporate sector, the main challenge for policymakers is to find the optimal balance that maximises the benefit of corporate governance reforms while reducing the challenges involved in their implementation. Only when corporate governance reforms are applied with full intent and true spirit, will market sentiments change, and the association across corporate governance practices, bank financial position and governance disclosure quality improve. 
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APPENDICES

APPENDIX 1 – List of Cases 
	#
	NAME

	1. 
	Allied Bank Limited

	2. 
	Askari Bank Limited

	3. 
	Bank Al-Falah Limited

	4. 
	Bank Al-Habib Limited

	5. 
	Bank of Khyber Limited

	6. 
	Bank of Punjab Limited

	7. 
	Bank Islami Pakistan Limited

	8. 
	Faysal Bank Limited

	9. 
	Habib Bank Limited

	10. 
	Habib Metropolitan Bank Limited

	11. 
	JS Bank Limited

	12. 
	MCB Bank Limited

	13. 
	Meezan Bank Limited

	14. 
	National Bank of Pakistan

	15. 
	Samba Bank Limited

	16. 
	Silk Bank Limited

	17. 
	Soneri Bank Limited

	18. 
	Standard Chartered Bank Limited

	19. 
	Summit Bank Limited

	20. 
	United Bank Limited


APPENDIX 2 – Descriptive Statistics of TGDQ Made by Various Types of Commercial Banks 
In order to get a more in-depth understanding and determine the external factors that possibly affect governance disclosure practices of the Pakistani listed banks. This research divided all the Pakistani listed banks into four border categories and determined how the different features of the banks' impact governance disclosure quality practice. These categories are as follows:

· International presence commercial bank vs National presence commercial bank

· Public, commercial bank vs Private commercial bank

· Family influenced commercial bank vs Non-family influenced commercial bank

· Fully Islamic commercial bank vs Conventional commercial bank

Table 7.9 below compares average governance disclosure quality across various listed Pakistani banks.  Table 7.9, out of 20 listed Pakistani banks, there are 10 International presence commercial banks and National presence commercial banks, respectively. The average TGDQ of the International presence commercial banks during the time period of this doctoral research (2009 ~ 2018) was 48.04%, which is 2.21% higher than the National presence of commercial banks (45.83%). These results are in line with the Stakeholders Theory and Signalling Theory perspective that the banks which have international presence disclosed more information to satisfy the need of various stakeholders and send a positive signal to the market. 

Refer to Table 7.9; the private Pakistani commercial banks disclosed more governance information in their Annual Reports than public banks. The mean TGDQ score for the private commercial banks during 2009 ~ 2018 was 47.43%. In contrast, the mean value of TGDQ of the public, commercial banks were 44.14% in the same period. These results align with the Stakeholders Theory and Signalling Theory that private commercial banks disclosed more governance information in their Annual Reports to convey a positive signal to various stakeholders. 

In comparison between family and non-family influenced commercial banks, the level of governance disclosure of the family influenced commercial banks (49.23%) was higher than non-family influenced commercial banks – 45.64%. These findings contrast with the Stakeholders Theory and Signalling Theory assumptions that non-family influenced commercial banks to release more governance information to send a positive signal to the market. 

According to Table 7.9, the average TGDQ of the fully Islamic commercial bank was 50.13%, which is adequately higher than the conventional commercial banks (46.56%). One possible logical explanation for this higher TGDQ  according to the Signalling and Stakeholders theories is that Islamic banking is a quite new concept and Islamic banks want to release more governance-related information in their Annual Reports to send a positive signal to their stakeholders. It is in line with the Signalling Theory perspective that firms use their Annual Reports for advertisement purposes to convey the signal that they are doing well. 

	Type of Commercial Banks
	Number of Banks
	Number of Observations
	Minimum
	Maximum
	Mean
	Standard Deviation

	TGDQ of International presence commercial banks
	10
	68
	32.93
	75.61
	48.04
	11.19

	TGDQ of National presence commercial banks
	10
	69
	31.10
	71.34
	45.83
	8.57

	Total
	20
	

	TGDQ of Public, commercial banks


	03
	21
	33.54
	64.02
	44.13
	7.36

	GDQ of Private commercial banks
	17
	116
	31.10
	75.61
	47.43
	10.33

	Total
	20
	

	TGDQ of Family influenced commercial banks
	07
	49
	31.10
	75.61
	49.23
	11.94

	TGDQ of Non-family influenced commercial banks
	13
	88
	32.93
	71.34
	45.64
	8.51

	Total
	20
	

	TGDQ of Fully Islamic commercial banks
	02
	14
	35.37
	71.34
	50.13
	11.60

	TGDQ of Conventional commercial banks
	18
	123
	31.10
	75.61
	46.56
	9.77

	Total
	20
	


     Table 7.9: Descriptive statistics of TGDQ of various types of commercial banks
International presence commercial bank: At least has one branch outside Pakistan

National presence commercial bank: Operate solely in Pakistan

Public, commercial bank: Federal or provisions Govt. of Pakistan own more than 50% shares.

Private commercial bank: Federal or Provisional Govt. of Pakistan own less than 50% shares.

Family influenced commercial bank: At least one Finder family member or major shareholder 
in the board composition.       
Non-family influenced commercial bank: No Finder family member or major shareholder 
in the board composition

Fully Islamic commercial bank: The majority of banking operation is s per Islamic banking

Conventional commercial bank: The majority of banking operation is as per conventional banking

T-Tests

In this doctoral research, independent-samples t-tests were conducted to determine the statistically significant difference of the Total Governance Disclosure Quality made by four various types of listed Pakistani commercial banks in the Annual Reports. Independent-samples t-tests compared the mean score for two independent groups and determined a statistically significant difference between them (Pallant, 2020). For instance, international and national presence commercial listed banks, public and private commercial listed banks, family, and non-family influenced commercial listed banks, and Islamic and conventional commercial listed banks differ significantly in the TGDQ. The results of the t-tests for various types of Pakistani listed commercial banks are presented in Table 7.9c below:

Statistics in Table 7.9c shows that there was no statistically significant difference in mean TGDQ scores for international presence commercial banks (M = 48.04, SD = 11.19) and National presence commercial banks (M = 45.83, SD = 8.57); t (125.10) = -1.30, p = .198, two-tailed. 

To determine the effect size between two groups of commercial banks, Eta squared is calculated by using the following formula:



Eta squared = 


t²_______






t² + (N1 + N2 -2)

Using the above-mentioned formula, the Eta-squared test result shows that the effect of the Pakistani listed banks’ international or national presence on the TGDQ was very small (Eta-squared = .01),  the guidelines of Cohen (1988) that:

.01 = small effect

.06 = moderate effect

.14 = large effect

Figures in Table 7.9c reveal that the mean TGDQ scores of the Public commercial banks (M = 44.13, SD = 7.36) and Private commercial banks (M = 47.43, SD = 10.33) also have no statistically significant difference; t (135) = 1.40, p = .165 (two-tailed). The extent of the difference in the means was very small (Eta-squared = .01).

Similarly, the results in Table 7.9c unfold that there was no statistically significant difference of the TGDQ scores of the Family influenced commercial banks (M = 49.23, SD = 45.64) and non-family influenced banks (M = 45.64, SD = 8.51); t (75.68) = .067 (two-tailed). The effect size is very small (Eta-squared = .02).

According to results in Table 7.9c, there was no statistically significant difference of the mean scores of the TGDQ of the Islamic commercial banks (M = 50.13, SD = 11.60) and Conventional commercial banks (M = 46.56, SD = 9.77); t (135) = .206 (two-tailed) and effect size is also very small (Eta-squared = .01).

	Dependent variable: Total Governance Disclosure Quality



	t-test for Equality of Means



	
	N
	Mean
	SD
	t
	df
	Sig. (2-tailed)

	
	
	
	
	
	
	

	International presence commercial banks
	68
	48.04
	11.19
	-1.30
	125.10
	.198

	National presence commercial banks
	69
	45.83
	8.57
	
	
	

	Total 
	137
	

	Public, commercial banks
	21
	44.13
	7.36
	1.40
	135
	.165

	Private commercial banks
	116
	47.43
	10.33
	
	
	

	Total 
	137
	

	Family influenced commercial banks
	49
	49.23
	11.94
	-1.86
	75.68
	.067

	Non-family influenced commercial banks
	88
	45.64
	8.51
	
	
	

	Total 
	137
	

	Fully Islamic commercial banks
	14
	50.13
	11.60
	-1.27
	135
	.206

	Conventional commercial banks
	123
	46.56
	9.77
	
	
	

	Total 
	137
	


            Table 7.9c: Analysis of the impact of various types of commercial banks on TGDQ using t-tests

APPENDIX 3 - Columnar Analysis of Relevant Literature Review
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	ARTICLE-NO.
	AUTHOR
	YEAR
	TITLE
	PUBLICATION
	AUTHOR’S PURPOSE
	COUNTRY(ES)
	EMPIRICAL SAMPLE
	AUTHOR’S FINDINGS/RESULTS
	RELEVANCE TO THIS RESEARCH

	Agency Theory
	1. 
	Michael C. Jensen and William H. Meckling

Seminal article
	1976
	Theory of the firm: Managerial behaviour, agency costs and ownership structure
	Journal of Financial Economics
	1) The purpose of this article is to develop a firm's ownership structure theory by integrating elements of Agency, Finance and Property Rights Theories.  2) To describe agency cost, investigate its nature, how it creates, who pay it and why?
	N/A

Theoretical article
	N/A

Theoretical article
	The author finds that separation in ownership and control generate agency conflict. This conflict is that managers of big firms manage other people (shareholders) money. So, it is hard to assume that they will always take care of it as they make their own money. To keep managers in line with shareholders’ interests does not come without a cost; this is called agency cost.    
	For research, this article offers strengths, including 1) If information disclosure is left to management discretion, they might not want to disclose or compromise on disclosure quality. 2) Agency conflict creates agency cost, which ultimately impacts on firm's profitability and transparency & disclosure.

In the present research, both the above features are examined regarding Pakistani listed banks.

	Agency Theory
	2. 
	Eugene F. Fama and Michael C. Jensen

Seminal article
	1983
	Separation of Ownership and Control
	Journal of Law and Economics, Vol. 26, No.2 
	This article aims to explain the separation of ownership and control in organisations. More specifically, the separation of decisions and risk-bearing function in big corporations.
	N/A

Theoretical article
	N/A

Theoretical article
	The authors find that separation of ownership and control in big firms create agency problem which can mitigate through effective board monitoring.  
	Relevant strengths for this article include: 1) a monitoring role can be taken by the board to safeguard shareholders' interests, 2) information disclosure can enhance through effective board monitoring, 3) which can minimise agency and information asymmetry problems between management and shareholders.

All the above features are to be tested in Pakistani listed banks in the research.

	Agency Theory
	3. 
	Kathleen M. Eisenhardt
	1989
	Agency Theory: An Assessment and Review  
	Academy of Management Review Vol 14. No. 1
	1) Purpose of this article is to review Agency Theory, its role in organisation theory and extend empirical work. 2) To explain some of the misunderstandings about Agency Theory.
	N/A

Theoretical article
	N/A

Theoretical article
	1) The author find that Agency theory is a valuable addition to organisational theory. 2) Empirical evidence supports the Agency theory explanations.  3) Operationally, the effectiveness of the board monitoring role can improve through different characteristics of the board like independence, diversity, and size. 
	For research, this article offers strengths, including 1) providing Agency theory explanation for governance and corporate disclosure quality 2) Board of directors can play an important role to enhance governance and corporate disclosure.

In the proposed research, the association between board’s characteristics and corporate disclosure quality in the Agency Theory setting is to be examined regarding the Pakistani listed banking sector.    

	Agency Theory
	4. 
	Ana Gisbert and Navallas
	2013
	The association between voluntary disclosure and corporate governance in the presence of severe agency conflicts 
	Advances in Accounting, incorporating Advances in International Accounting  
	This research aims to find the association between information disclosure and legal framework & governance mechanism in severe agency conflicts. 
	Spain
	62 non-financial Spanish firms listed on the Madrid Stock Exchange
	1) The authors find that the legal framework plays an important role to ensure the independence of outside directors. 2) They find a strong association between independent directors and voluntary disclosure   
	For proposed research, this article offers strengths, including 1) similarities with this research as legal framework and governance mechanism are the key to the corporate information disclosure. 2) similarities with this research as positive association and correlation between board independence and voluntary disclosure.

 In the research, the Security and Exchange Commission of Pakistan (SECP) revised Corporate Governance Code, 2012, will be examined and evaluated regarding Pakistani listed banks.   

	Agency Theory
	5. 
	Oliver Hart
	1995
	Corporate governance some theory and implications
	The Economic Journal 
	1) Purpose of this article is to provide theoretical insight into the Corporate Governance debate. 2) to analyse the situations in which Corporate Governance issues are relate
	N/A

Theoretical article
	N/A

Theoretical article
	The author argued that the space for corporate governance creates when an incomplete contract and agency problem exists between management and owners. 2) The author also argued that the market could achieve effective Corporate Governance practices on its own, and governance mechanisms can operate freely without regulatory bodies.
	For proposed research, this article offers strengths, including 1) conflicting similarities with this research as the case of Corporate Governance Code is weak and governance mechanism can operate freely without a legal framework and regulatory bodies.

The present research is to be examined the role of the Corporate Governance Code in governance mechanism and corporate disclosure regarding Pakistani listed banks.     

	Agency Theory
	6. 
	Issam Mf Saltaji
	2013
	Corporate Governance and Agency Theory: How to Control Agency Cost
	Internal Auditing and Risk Management
	This article aims to review Agency theory-based literature about Corporate Governance and provide Agency theory explanations on how to minimise agency costs.
	N/A

Theoretical article
	N/A

Theoretical article
	1) The author discussed different options to control agency cost, including the managerial labour market, corporate board, corporate financial policy, block holders & institutional investors, the market for corporate control and managerial remuneration 2) argued that these are the possible ways to control agency cost
	For research, this article offers strengths, including 1) similarities with this research as a corporate board is one of the efficient ways to minimise agency conflict and control agency cost.

In the research, the above feature is examined regarding Pakistani listed banks.

	Agency Theory
	7. 
	Baiman, S.
	1990
	Agency research in managerial accounting: A second look
	Accounting, Organisations and Society
	The purpose of this paper is to review the most recent agency literature, highlighting its implications for managerial accounting research.
	N/A

Theoretical article
	N/A

Theoretical article
	The outcome of this paper is that the agency model provides a clear framework to analyses managerial accounting issues. Additionally, in the recent past, the experimental and theoretical agency research is impressive, and the author believes that it will positively impact managerial accounting.
	In the present research, this article provides the theoretical explanation that the information asymmetry problem exists between corporate managers and shareholders due to agency conflict.

The present research is to be examined this argument in the context of Pakistani Listed banks.

	Agency Theory
	8. 
	Arnold, B. and de Lange, P
	2004
	Enron: an examination of agency problems
	Critical Perspectives on Accounting
	The purpose of this paper is to examine how information asymmetry, agents (corporate managers, auditors, legal firms), opportunist behaviour and incapability of shareholders made the Enron collapse more disastrous.   
	N/A
	N/A
	The findings of this paper are that the event of Enron is not only happened because of opportunist and greedy behaviour of corporate managers, but it also highlights the insufficiencies of Corporate Governance, auditors’ independence, and gaps in accounting standards. The authors suggest that these problems can be mitigated through active monitoring, using the Agency Theory explanation.    
	This paper highlighted the importance of sound Corporate Governance through the Corporate Governance Code to mitigate agency conflict and minimise information asymmetry between corporate managers and shareholders.  

The present research will be evaluated, SECP revised Corporate Governance Code 2012, and determine its effect on voluntary corporate disclosures made by Pakistani listed banks.    

	Agency Theory
	9. 
	Ying, Y 
	2016
	Internal Control Information Disclosure Quality, Agency Cost and Earnings Management—Based on the Empirical Data from 2011 to 2013
	Modern Economy
	The purpose of this paper is to verify the association between internal control information disclosure, agency cost and earning management in Chinese listed firms. Internal control information disclosure plays an essential role in investors' decision-making and is closely linked with Corporate Governance.
	china
	Listed companies at Shanghai Stock Exchange from 2011 - 2013
	The author find that firms can efficiently reduce agency costs and mitigate earnings management through internal control information disclosure. 
	The paper verifies the importance of information disclosure related to management activities. This type of disclosure make insider accountable, and they align themselves with the interest of shareholders. 

The research is to be verified this relationship, using Pakistani listed banks as data sets. 



	Agency Theory
	10. 
	Allegrini, M. and Greco, G
	2011
	Corporate board, audit committees and voluntary disclosure: evidence from Italian listed companies
	Journal of Management & Governance
	This paper aims to investigate the collaboration between voluntary disclosure and the board structure & functioning of the Italian listed companies in an agency setting.
	Italy 
	All non-financial companies listed on the Italian Stock Exchange in 2007
	The authors empirically find a mutual relation between governance and voluntary disclosure. The empirical results show that constant monitoring activity and voluntary disclosure mitigate agency conflict and information asymmetry between management and shareholders.
	For research, this article offers strengths, including similarities, as the research also examines the relationship between governance and voluntary corporate disclosure in the context of Pakistani listed banks, using Agency Theory settings.

	Agency Theory
	11. 
	Beekes, W., Brown, P., Zhan, W. and Zhang, Q.
	
	Corporate Governance, Companies' Disclosure Practices and Market Transparency: A Cross-Country Research.
	Journal of Business Finance & Accounting
	The purpose of this paper is to examine the association between Corporate Governance, firms’ disclosure practices and their equity market transparency, using data from 23 different countries.   
	23 countries
	5000 listed companies from 2003 - 2008
	The authors find that better-governed companies disclose information more frequently to the market. Additionally, they find better disclosure in common law countries compared to code law countries. But they find that better-governed firms make many disclosures, whether in the code or common law countries.   
	For research, this article offers strengths, including similarities with this research that legal framework like Corporate Governance Code plays a vital role in improving governance mechanisms in corporations. With better governance, firms can reduce information asymmetry between insiders and outsiders.

The research will examine and evaluate the effect of the SECP revised Corporate Governance Code on voluntary corporate disclosure quality made by Pakistani listed banks. 

	Agency Theory
	12. 
	Choe, H. and Lee, B.
	2003
	Korean bank governance reform after the Asian financial crisis
	Pacific-Basin Finance Journal
	The purpose of this paper is to discuss corporate governance reforms (board composition and executive compensation) in the Korean banking sector aftermath of the Asian financial crisis in1997. Further, to examine the market's response to these improvements.
	Korea 
	Insurance companies, Security companies and the banking sector listed at KOSPI
	1) The authors find that the market reacts positively and actively to Korean banking sector reforms. Additionally, they support the view that the banking sector's aftermath of financial crises may have helped lead the overall economy. 

2) The contributors of the KIF survey specify that board governance is crucial in evaluating a firm's value, among other factors. Further, the contributors of the McKinsey survey mention that for the businesses with outstanding Corporate Governance systems, they would not mind paying the premium of 24% on average.   


	This article presents research that The Corporate Governance system in firms is essential, and banking sectors play a vital role in the economy, and the whole economy revolves around this industry.

The present research will examine and evaluate corporate governance reforms in Pakistan using banking sector data.



	Agency Theory
	13. 
	Florackis, C. and Ozkam A.
	2004
	Agency cost and corporate governance mechanisms: Evidence for UK firms.
	International Journal of Managerial Finance
	The purpose of this paper is to extend the empirical literature on the elements of agency cost.
	UK
	897 listed firms
	The authors find that ownership concentration, managerial compensation and managerial ownership are essential factors in mitigating agency cost.
	For research, this article offers strengths, including similarities with this research that firms can mitigate agency cost through an efficient governance mechanism.

The research is to be examined this relationship using Agency Theory settings in the context of Pakistani listed banks. 

	Agency Theory
	14. 
	Htay, S., Rashid, H., Adnan, M. and Meera
	2012
	Impact of Corporate Governance on Social and Environmental Information Disclosure of Malaysian Listed Banks: Panel Data Analysis
	Asian Journal of Finance & Accounting
	This research aims to determine the effect of Corporate Governance on social and environmental disclosures. 
	Malaysia 
	12 Malaysian listed banks
	The authors find that better-governed firms release additional information.
	For proposed research, this article offers strengths, including similarities that firms can minimise information asymmetry through sound Corporate Governance.

The proposed research is to be examined this relation by using Pakistani listed banks as sample data.


	Agency Theory
	15. 
	Gul, F.A. and Leung, S.
	2004
	Board leadership, outside directors’ expertise and voluntary corporate disclosures
	Journal of Accounting and Public Policy
	The purpose of this paper is to examine the association between CEO duality, percentage of expert non-executive directors on the board and voluntary corporate disclosures  
	Hong Kong 
	385 listed companies 
	  The authors find that CEO duality and percentage of expert non-executive directors on the board are associated with lower voluntary corporate disclosures. 
	For research, this article offers similarities that voluntary corporate disclosure is likely to be affected by board composition and quality of directors. 

The present research examines this association and provides empirical evidence in the Pakistani banking sector context.

	Agency Theory
	16. 
	Cheng, E.C.M. and Courtenay, S.M.
	2006
	Board composition, regulatory regime and voluntary disclosure
	The International Journal of Accounting
	This research aims to examine the linkage between board monitoring and the level of voluntary corporate disclosure.
	
	
	The authors find a link between the board's higher portion of independent directors and improved voluntary corporate disclosure. Furthermore, they also find that an active regulatory environment plays an essential role to improve the relationship between governance and voluntary disclosure.
	The relevance of this article with present research is that voluntary corporate disclosure can improve through useful board composition, and in this regard regulatory framework can offer guidelines about board composition and structure.  

The present research will be examined and evaluated; Security and Exchange Commission of Pakistan revised Corporate Governance Code, 2012 using Pakistani listed banks' data as the sample.

	Agency Theory
	17. 
	Byard, D., Li, Y. and Weintrop, J.
	2006
	Corporate governance and the quality of financial analysts’ information
	Journal of Accounting and Public Policy
	The purpose of this paper is to examine the linkage between Corporate Governance and the quality of information. 

We consider the association between corporate governance and the quality of information accessible to financial analysts. 


	Firms from IRRC and IBES
	2887 companies 
	The authors find that the accuracy of analysts' estimates is positively associated with firms' governance quality. Moreover, the accuracy of analysts' estimates increases with the board's independence while decreasing with board size and CEO duality.


	For research, this article offers strengths, including similarities with this research that better-governed firms release quality information that benefits end-users, one of the end-users are financial analysts.

The research is to be examined the association between internal governance mechanism and voluntary corporate disclosure quality in the Pakistani listed banking sector. 

	Agency Theory
	18. 
	Ishak, Z. and Al-Ebel, A.
	2013
	Board of Directors, Information Asymmetry, and Intellectual Capital Disclosure among Banks in Gulf Co-operation Council
	Jurnal Pengurusan,
	This research examines the relationship between board attributes (as a bundle) and voluntary intellectual capital disclosure using Agency Theory and Homogeny Theory explanations. 
	All Gulf Co-operation Council Countries (Bahrain, Kuwait, Qatar, Oman, UAE and Saudi Arabia)
	137 listed banks
	The findings of this research are in line with Agency Theory and Homogeny Theory expectations that effective board monitoring leads to higher information disclosure (mitigate information asymmetry) and increase transparency.
	This article provides strength to present research so that sufficient board monitoring can help reduce agency conflict between corporate managers and shareholders and mitigate the information asymmetry problem. Additionally, board monitoring capability can be enhanced through better board composition and structure.

The present research is to be examined this relationship in the listed Pakistani banking sector context.

	Agency Theory
	19. 
	Beekes, W. and Brown, P.
	2006
	Do better governed Australian firms make more informative disclosures?


	Journal of Business Finance & Accounting

	The purpose of this article is to investigate the association between Corporate Governance Quality and the informativeness of its disclosures. 
	Australia 
	250 Australian listed firms
	The authors find that better-governed companies provide more informative corporate disclosures. 
	The relevance of this article to present research is that there is an association between quality of Corporate Governance and corporate information disclosures.

The recent research is to be examined this relationship in the Pakistani listed banking sector.

	Agency Theory
	20. 
	Sartawi, I.I.S.M., Hindawi, R.M., Bsoul, R. and Ali, A.J.
	2014
	Board composition, firm characteristics, and voluntary disclosure: The case of Jordanian firms listed on the Amman stock exchange
	International Business Research
	This paper aims to examine the association between voluntary corporate disclosure and board composition & firm characteristics, using the Agency Theory settings.
	Jordan
	103 Jordanian firms on Amman Stock Exchange
	The authors find a significant and positive relationship between the presence of foreign directors on the board, the director's age, and voluntary disclosure. While a negative correlation between board ownership concentration and voluntary corporate disclosure.
	For the present research, this article offers strengths including, similarities with this research that useful board composition and better firm's financial position have a positive impact on voluntary corporate disclosure.   

The present research is to be examined this relationship in the Pakistani banking context.

	Agency Theory
	21. 
	Gerayli, M., Yanesari, A. and Ma'atoofi, A.
	2011
	The Effect of Corporate Board Characteristics on Information Asymmetry: Case of the Iranian Listed Firms
	American Journal of Scientific Research
	The purpose of this article is to empirically examine the relationship between corporate board attributes and information asymmetry.  
	Iran 
	90 non-financial listed Iranian firms 
	The authors find that board of directors' effectiveness is associated with less information asymmetry between corporate managers and shareholders.
	The finding of this article is in line with Agency Theory perceptions that agency conflict and information asymmetry between corporate managers and shareholders can be minimised through effective board monitoring.

The present research examines this relationship and provides empirical evidence in the listed Pakistani banking sector context. 


	THEORY
	ARTICLE-NO.
	AUTHOR
	YEAR
	TITLE
	PUBLICATION
	AUTHOR’S PURPOSE
	COUNTRY (ES)
	EMPIRICAL SAMPLE
	AUTHOR’S FINDINGS/RESULTS
	RELEVANCE TO THIS RESEARCH

	Signalling Theory
	1. 
	Michael Spence


	1973
	Job Market Signalling  
	The Quarterly Journal of Economics, Vol. 87, No.3
	1) Purpose of this article is to define the signalling power of education (academic degree), job experience, race, sex and other observable characteristics in the labour market. 2) to demonstrate how Information asymmetry between potential employers and job candidates can be reduced through the signalling of personal attributes of a job candidate.  


	N/A

Theoretical article
	N/A

Theoretical article
	The author find that employers lack information about the quality of potential employees. 2) This information asymmetry can reduce if high-quality job candidates differentiate themselves from low-quality candidates through the costly signal of rigorous higher education. 3) It is a credible signal because lower-quality candidates cannot survive the rigours of higher education.
	For research, this article offers strengths, including 1) the high-quality firms (firms' better financial position) can distinguish themselves from lower-quality businesses by disclosing additional information.

In the present research, the above feature is examined regarding Pakistani listed banks.

	Signalling Theory
	2. 
	Brian L. Connelly, S. Trevis Certo, R. Duane Ireland, Christopher R. Reutzel
	2011
	Signalling Theory: A Review and Assessment 
	Journal of Management Vol. 37 No.1
	The purpose of this article is to review the Signalling Theory and its use in management literature. 2) Provide direction for future research and encourage scholars to use Signalling Theory in new ways. 


	N/A

Theoretical article
	N/A

Theoretical article
	1) The authors find that the Signalling Theory is useful when two parties have different information, especially the signaler deciding how to communicate the information (signal) and the receiver choosing how to interpret the signal.  


	For research, this article offers strengths, including 1) The insiders of a corporation enjoy the information superiority. 2) This information superiority enables insiders (sender) to selectively disclose information (or not), depending on the intent of the sender that which information (signal) is to be received by the outsider (receiver).

The research is to be examined the relationship between banks' financial position and governance and corporate disclosure quality in the context of Pakistani listed banks.



	Signalling Theory
	3. 
	Amna Kirmani and Akshay R. Rao
	2000
	No Pain, No Gain: A Critical Review of the Literature on Signalling Unobservable Product Quality
	Journal of Marketing 
	1) The purpose of this article is to emphasise how a corporation conveys its unobservable quality through observable signals. 2) To examine the adverse selection problem due to information asymmetry. 3) Focus on information about product quality provided by sellers to buyers.


	N/A

Theoretical article
	N/A

Theoretical article
	1) The authors expressed that the sellers of a high-quality product have the advantage to disclose more information to distinguish themselves from low-quality product sellers. 2) Conversely, low-quality product sellers take advantage by not disclosing information.
	For research, this article offers strengths, including 1) if firm performing well (high-quality firm), the management (signaler) have the opportunity and incentive to disclose more information to give a positive signal to the market and distinguish themselves from low-quality firms. 2) Such signals help potential investors or lenders (receivers) in their perception of the firm's quality. 3)  Conversely, the absence of information disclosure is widely interpreted as a negative signal by receivers.

In the research, all the above features are to be tested in Pakistani listed banks.

	Signalling Theory
	4. 
	 Amal Hamrouni, Anthony Miloudi and Rami Benkraiem


	2015
	Signalling Firm Performance through Corporate Voluntary Disclosure

 
	The Journal of Applied Business Research

 
	The purpose of the article is to empirically examine the association between voluntary corporate disclosure and firm performance using Signalling Theory explanations.  

 
	France 
	One thousand seventy-four firms-years listed on the Euronext Paris Stock Exchange.

 
	1) The paper empirically find a positively and significantly relation between voluntary corporate disclosure and firm performance. 2) Management can use voluntary corporate disclosure as a tool to signal firm performance to shareholders and investors.

 
	For proposed research, this article offers strengths, including 1) similarities with this research as firms' better financial position is positively and significantly associated with the governance and corporate disclosure quality. 2) Signalling Theory has the potential to provide theoretical insights into governance and corporate disclosure quality.

In the present research, all the above features are tested regarding Pakistani listed banks.

	Signalling Theory
	5. 
	Ray Karasek and Phil Bryant


	2012
	Signalling Theory; past, present and future


	Academy of Strategic Management Journal


	The purpose of this article is to trace Signalling Theory’s influence on Management, Anthropology and Psychology.  
	N/A

Theoretical article
	N/A

Theoretical article
	The authors argue that signalling is all around us in our daily life. They specified that firms send the signals in their advertisements, recruiting, and Annual Reports. 
	For the present research, this article offers strengths, including 1) similarities with this research as firms signal their better performance in Annual Reports. This agreement is to be tested in the Pakistani listed banking sector (voluntary disclosure in their Annual Reports) in the current investigation. 

	Signalling Theory
	6. 
	Espenlaub, S and Tonks, I
	1998
	POST-IPO DIRECTORS' SALES AND REISSUING ACTIVITY: AN EMPIRICAL TEST OF IPO SIGNALLING MODELS
	Journal of Business Finance & Accounting
	The purpose of this paper is to provide empirical evidence of IPO Signalling Models using data from the UK.
	UK
	428 non-financial UK companies
	The authors find that an Initial Public Offering (IPO), signalling high-quality firms, got higher and more accurate value than non-signalling, top-quality firms.
	For proposed research, this article offers strengths, including 1) higher-quality firms have the incentive to disclose additional voluntary information to distinguish themselves from low-quality businesses; by so doing, they can attract investors and increase their value.

In the proposed research, the argument mentioned above is to be tested in the Pakistani listed baking sector context.

	Signalling Theory
	7. 
	Nguyen, T., Nguyen, T. and Barrett, N.
	2006
	CONSUMER CHOICES BASED ON SIGNALS: THE CASE OF MOBILE PHONE SERVICES IN VIETNAM
	Asia-Pacific Advances in Consumer Research
	This paper aims to research the role of signal attributes in buyer selections of service brands. The area of research has been widely ignored in prior research.  
	Vietnam 
	279 in-service training students
	1) The authors find that signal credibility, clarity, and consistency positively impact buyers' selections.

2) The authors emphasise clear, consistent and credible signals, which assist buyers in decision-making. 
	For research, this article offers strengths, including that the quality of voluntary corporate disclosures is equally important with quantity. 

The quality of voluntary corporate disclosures made by Pakistani listed banks is to be tested in research.

	Signalling Theory
	8. 
	Erdem, T. and Swait, J.
	1998
	Brand Equity as a Signaling Phenomenon
	 Journal of Consumer Psychology
	This paper aims to develop a signalling perception to describe the generation of brand equity and test sets of relevant hypotheses.
	The U.S.
	Undergraduate students at major U.S. Universities
	The authors empirically find that when buyers are uncertain about product characteristics, firms may use brand value to ensure that their product claim is credible. 
	For research, this article offers strengths, including 1) the quality and credibility of information disclosure is paramount. 2) Through useful board composition and structure, firms can improve their reputation by sending a positive signal to shareholders/stakeholders that their investments are in safe hands and board of directors are more than capable of protecting their interests.

In the research, all the above arguments are tested regarding Pakistani listed banks.

	Signalling Theory
	9. 
	Mutiva, J., Ahmed, A. and Muiruri-Ndirangu, J.
	2015
	The Relationship between Voluntary Disclosure and Financial Performance of Companies Quoted at the Nairobi Securities Exchange
	International Journal of Managerial Studies and Research
	The purpose of this paper is to empirically examine the association between voluntary disclosure and financial performance (ROI) of Nairobi Stock Exchange-listed firms.  
	Kenya 
	Ten listed companies at Nairobi Stock Exchange
	1) The authors empirically find a robust positive relationship between voluntary disclosure and financial performance (ROI) in the Kenyan context. 

2) This research provides recommendations that through voluntary disclosure, the corporate managers get cheaper capital and enhance transparency and accountability, which boost investors and shareholders confidence, and they make more informed decisions and investments.   
	For the present research, this article offers strengths, including 1) similarities with this research as proposed investigation are to be empirically examined the relationship between a firm's financial position and voluntary corporate disclosure quality in the context of Pakistani listed banks. 

 

	Signalling Theory
	10. 
	Campbell, D., Shrives, P. and Bohmbach-Saager, H.
	2001
	Voluntary Disclosure of Mission Statements in Corporate Annual Reports: Signaling What and To Whom?
	Business and Society Review
	This paper aims to examine the drive of mission statements and discuss their intended viewers. Additionally, it examines the theoretical justification of mission statements disclosure.  
	UK
	All companies from FTSE 100 in the year 1998
	The authors argue that Signalling Theory is the most appropriate theory (but not comprehensive) in corporate disclosure and empirically find that companies voluntarily disclose mission statements in their Annual Reports to signal different stakeholders.
	The relevance of this paper to research is that firms disclose the different types of voluntary information to send various signals to different shareholders.

In research, the argument mentioned above is to be tested in Pakistani listed banking context.  

	Signalling Theory
	11. 
	Verrecchia, R.
	1983
	Discretionary disclosure
	Journal of Accounting and Economics
	This paper aims to investigate the motivation of a corporate manager to disclose voluntary information.  
	N/A

Explanatory article
	N/A

Explanatory article
	The outcome of this paper is that a corporate manager’s decision to disclose or reserve information depends upon the impact of that decision on the value of a risky asset.  
	For the present research, this article offers strengths that corporate managers disclose voluntary information to send positive signals that they are high-quality firms and absence of these disclosures, wisely intercepted as negative signals.

The proposed research examines this discretion of corporate managers through Agency Theory and Signalling Theory explanations in Pakistani listed banks. 

	Signalling Theory
	12. 
	Healy, P. and Palepu, K.
	2001
	Information Asymmetry, Corporate Disclosure and the Capital Markets: A Review of the Empirical Disclosure Literature
	SSRN Electronic Journal
	The purpose of this paper is to provide a review of the empirical disclosure literature. 
	N/A

Empirical literature review
	N/A

Empirical literature review
	The outcome of this paper is that financial reporting and disclosure are possibly essential tools for corporate managers to signal firm performance and governance to different stakeholders. Additionally, they point out that there is further scope for empirical research in financial reporting and disclosure.
	For the present research, this article offers strengths, including corporate managers possibly could narrow the information gap between insiders and outsiders by disclosing extra voluntary information than required. 

The present research is to be examined this argument in the Pakistani listed banking sector. 

	Signalling Theory
	13. 
	Cormier, D., Ledoux, M., Magnan, M. and Aerts, W.
	2010
	Corporate governance and information asymmetry between managers and investors
	Corporate Governance: The international journal of business in society
	This paper aims to examine the impact of Corporate Governance on information asymmetry between investors and corporate managers. 
	Canada 
	131 listed firms on Toronto Stock Exchange
	The authors find that firms' governance monitoring features and voluntary governance disclosure complement each other to reduce information asymmetry between corporate managers and investors.  
	For the present research, this article offers strengths that corporate disclosure is an essential element in a firm's sound Corporate Governance.

The prospective research extends the voluntary disclosure research and provides empirical evidence in the context of Pakistani listed banks.  

	Signalling Theory
	14. 
	Li, J., Pike, R. and Haniffa, R
	2008
	Intellectual capital disclosure and corporate governance structure in UK firms
	Accounting and Business Research
	The purpose of this article is to examine the association between Intellectual capital disclosure and some corporate governance variables. 
	UK
	100 listed firms
	The authors find that when corporate managers know that they are under the supervision of active board monitoring, they possible align themselves with shareholders’ interests and release additional and quality information to reduce information asymmetry.
	The relevance of this paper to research is that agency conflict and information asymmetry between corporate managers and shareholders can mitigate through effective board monitoring.

The present research is to be examined this relationship using Agency Theory and Signalling Theory explanations in Pakistani listed banking sector context. 



	Signalling Theory
	15. 
	Bini, L., Giunta, F. and Dainelli, F.
	2010
	Signalling Theory and voluntary disclosure to the financial market - evidence from the profitability indicators published in the annual report
	SSRN Electronic Journal
	The purpose of this article is to examine the Signalling Theory observation that more profitable firms disclose extra and better voluntary information by using data from two very different countries concerning culture, economics and legal framework.
	UK and Italy 
	155 listed companies
	The authors find that the more profitable firms follow the Signalling Theory perceptions and disclose extra information to the market while the businesses that cannot yield positive economic performance prompted to "massage" their information disclosure.  Moreover, most profitable firms signal their performance independently of any legal necessities.
	For the present research, this article offers strengths that firms can improve their financial position through sound Corporate Governance practices. Due to the better firm financial position, managers willingly disclose more and better information.

The present research is to be examined this relationship in the Pakistani banking context. 

	Signalling Theory
	16. 
	Neeti, S. and Sangeeta, Y.
	2011
	Corporate governance reforms and financial disclosures: a case of Indian companies
	IUP Journal of Corporate Governance
	The purpose of this article is to evaluate the impact of Corporate Governance reforms made by the Security and Exchange Board of India (SEBI) on the level of financial disclosures of Indian companies. 
	India 
	30 listed firms on the Bombay Stock Exchange
	The research shows that though the SEBI brought very impressive corporate governance reforms, its impact on the level of financial disclosures made by Indian firms is very moderate. It emphasises the demand for better enforcement of the legal and regulatory framework to improve financial reporting quality. 
	For proposed research, this article offers strengths that the legal and regulatory structures can be made very strong and as fancy as possible, but only their implication with real spirit made them useful.

The present research is to be examined and evaluate the impact of the revised Corporate Governance Code 2012, brought out by the Security and Exchange Commission of Pakistan, on voluntary disclosure of Pakistani listed banks.  

	Signalling Theory
	17. 
	Fung, B. 
	2014
	The Demand and Need for Transparency and Disclosure in Corporate Governance
	Universal Journal of Management
	The purpose of this paper is to highlight the importance of Transparency and Disclosure in Corporate Governance.
	N/A

Explanatory article
	N/A

Explanatory article
	The author explains that through Transparency and Disclosure, firms can compete by their best offering and distinguish themselves on their success from companies that do not practice good governance.  
	For research, this article offers strengths, including similarities with this research that Transparency and Disclosure is essential element of sound Corporate Governance practices. As credible and quality corporate disclosure makes insiders, accountable and they align themselves with the interests of other stakeholders.

The research is to be examined the association between sound Corporate Governance practice and voluntary corporate disclosure quality made by Pakistani listed banks.

	Signalling Theory
	18. 
	Hamrouni, A., Miloudi, A. and Benkraiem, R.
	2015
	Signalling Firm Performance Through Corporate Voluntary Disclosure
	Journal of Applied Business Research
	The purpose of this paper is to examine the relationship between voluntary corporate disclosure and firm performance and provide empirical evidence using Signalling Theory explanations. 
	France 
	1074 listed firms
	The authors find a positive association between corporate disclosures and firm performance. Signalling Theory explanations provide evidence that companies use voluntary corporate disclosure as a signalling tool to communicate firm performance to investors.  
	For the present research, this article offers strengths, including similarities with this research that the management of high-quality firms wants to signal their performance to the market, which enhances voluntary disclosure and reduces information asymmetry problems.

The present research is to be examined and provide empirical evidence in Pakistani listed banking sector context, using Signalling Theory explanations.

	Signalling Theory
	19. 
	Hossain, M
	2008
	The Extent of Disclosure in Annual Reports of Banking Companies: The Case of India.
	European Journal of Scientific Research
	The purpose of this article is to empirically examine company-specific attributes and total disclosure (mandatory and voluntary) in Annual Reports of the Indian banking sector.
	India 
	38 listed banks on the Bombay Stock Exchange 
	The author find that bank size, profitability and board composition are significant variables in explaining the level of disclosure. The results also indicate that the Indian banks are highly compliant with mandatory disclosure (88%) but far behind in voluntary disclosure (25+%). The research's findings show that regarding transparency and disclosure, a close monitoring system by regulatory authorities brings a possibly high level of compliance. 


	For the present research, this article offers strengths, including similarities with this research that an effective regulatory framework can play an important role to improve corporate disclosure and enhancing overall transparency in the capital market.

The proposed research will examine and evaluate the effect of the SECP revised Corporate Governance Code, 2012 on voluntary corporate disclosures quality made by Pakistani listed banks.

	Signalling Theory
	20. 
	Han, S., Kim, M., Lee, D. and Lee, S.
	2014
	Information Asymmetry, Corporate Governance, and Shareholder Wealth: Evidence from Unfaithful Disclosures of Korean Listed Firms.
	Asia-Pacific Journal of Financial Studies
	The purpose of this article is to investigate the firms that made “unfaithful disclosure” the Korean Stock Exchange claim.
	Korea 
	335 notices of unfaithful disclosure from 2001 - 2012
	The authors find that management of the firms who made the unfaithful declaration exploited the information asymmetry and disclosed false information. As a result, the companies experience significantly negative stock price returns, and shareholders' wealth expropriate. Additionally, they also find that the overall information environment could improve through sound Corporate Governance and thus eventually reduce the information asymmetry problem. 
	The relevance of this paper to research is that due to management opportunities behaviour, information disclosure cannot be left at their discretion. Additionally, credibility and quality of information disclosure are crucial. In this regard, through sound Corporate Governance practices, firms can mitigate information asymmetry problems and improve the quality of information disclosure.

The research is to examine the relationship between sound Corporate Governance and voluntary corporate disclosure quality in the Pakistani listed banking sector.

	Signalling Theory
	21. 
	TOMS, J.
	2002
	FIRM RESOURCES, QUALITY SIGNALS AND THE DETERMINANTS OF CORPORATE ENVIRONMENTAL REPUTATION: SOME UK EVIDENCE
	The British Accounting Review
	This article aims to find out how firms use Annual Reports as a signalling device to promote the formation and management of their environmental reputation.
	UK
	126 firms
	Using the Signalling Theory explanation, the author find that corporations create environmental reputation through implementation, monitoring, and disclosure of environmental policies and their disclosure in Annual Reports.
	The relevance of this paper to research is that firms can use voluntary corporate disclosure as a signalling tool to promote their better financial position.

The present research uses the Signalling Theory explanation to examine the association between a firm's financial position and voluntary corporate disclosure in the Pakistani listed banking sector. 

	Signalling Theory
	22. 
	Dainelli, F., Bini, L. and Giunta, F.
	2013
	Signalling strategies in Annual Reports: Evidence from the disclosure of performance indicators
	Advances in Accounting
	The purpose of this paper is to test the Signalling Theory explanation by examining the signalling strategies in Annual Reports and evaluating the disclosure of performance indicators.  
	Italy 
	120 listed Italian companies
	Utilising the market Signalling Theory explanation, the authors investigate signalling strategies of the Italian listed firms and find that in the presence of signalling mechanisms, more profitable businesses disclose a higher number of performance indicators in their Annual Reports.
	For the present research, this article offers strengths, including 1) similarities with this research that high-quality firms have the opportunity and incentive to disclose voluntary information in their Annual Reports to send a positive signal to the market.

The research is to be examined the Signalling Theory explanation using data from Pakistani listed banks.


	THEORY
	ARTICLE-NO.
	AUTHOR
	YEAR
	TITLE
	PUBLICATION
	AUTHOR’S PURPOSE
	COUNTRY(ES)
	EMPIRICAL SAMPLE
	AUTHOR’S FINDINGS/RESULTS
	RELEVANCE TO THIS RESEARCH

	AGENCY AND SIGNALLING THEORY
	1. 
	Richard D. Morris
	1987
	Signalling, Agency Theory and Accounting Policy Choice
	Accounting and Business Research Vol. 18 No.69
	The purpose of this article is to examine the logical affiliation between Agency Theory and Signalling Theory. 
	N/A

Theoretical article
	N/A

Theoretical article
	1) The author find that both the Agency Theory and Signalling Theory share many strands, e.g., information asymmetry, information quality, and its cost.

2) The author finds that both theories are consistent, opposite to prior accounting literature, which they considered competing for theories.   
	For proposed research, this article offers strengths including similarities with this research as comprehensive insight can gain regarding voluntary corporate disclosure by examining both Agency Theory and Signalling Theory at the same time.

The research is to be examined both theories in the context of Pakistani listed banks and provide empirical evidence.

	AGENCY AND SIGNALLING THEORY
	2. 
	Mohamed A. Omran and Ahmed M. El-Galfy
	2014
	Theoretical perspectives on corporate disclosure: A critical evaluation and literature survey
	Asian Review of Accounting
	The purpose of this article is to review theoretical–based literature about corporate disclosure, including economic, political and social theories perspectives.
	N/A

Theoretical article
	N/A

Theoretical article
	The authors find that different theoretical perspectives have been used in different situations to explain corporate disclosure in previous research. There is no single theory which a comprehensive explanation in all cases.
	For research, this article offers strengths, including 1) similarities with this investigation as only Agency theory is not enough in Governance and Corporate Disclosure Quality. There are right needs and scope for using the Signalling Theory in information disclosure research.

In the proposed research, both the Agency and Signalling theories are to be examined in the context of Pakistani listed banks.

	AGENCY AND SIGNALLING THEORY
	3. 
	An, Y., Davey, H. and Eggleton, I.
	2011
	Towards a comprehensive theoretical framework for voluntary IC disclosure
	Journal of Intellectual Capital
	The purpose of this paper is to construct a complete conceptual framework for understanding firms' voluntary IC disclosure.
	N/A

Theoretical article
	N/A

Theoretical article
	1) The authors have constructed a comprehensive theoretical framework by combining interrelated strands relating to voluntary IC disclosure of four commonly used theories: Agency Theory, Signalling Theory, Stakeholder Trust Theory, and Legitimacy Theory.

2) The above-mentioned theoretical framework has three concepts of firms' motivations to disclose voluntary IC disclosure: to minimise information asymmetry, take on board various stakeholders, and signal firms’ excellence and legitimacy to society.   
	For proposed research, this article offers strengths, including 1) similarities with this research that various factors can motivate or demotivate corporate managers to disclose voluntary corporate disclosure.

2) various theories can explain voluntary corporate disclosure within their limits. There is an excellent opportunity and scope to combine their interrelated strands relating to voluntary corporate disclosure and gain a comprehensive explanation. 

The research is to be combined interrelated concepts and strands of Agency Theory and Signalling Theory and examine them in Pakistani listed banking context. 

	AGENCY AND SIGNALLING THEORY
	4. 
	Shehata, N
	2014
	Theories and Determinants of Voluntary Disclosure
	Accounting and Finance Research
	 The purpose of this paper is to argue about theoretical aspects of voluntary disclosure through Agency Theory, Signalling Theory, and Capital need Theory and Legitimacy Theory explanations. To determine, determinates and familiar sources of voluntary disclosures.
	N/A

Theoretical article
	N/A

Theoretical article
	The author finds two determinates of voluntary disclosure: motivation and constraints.  
	For proposed research, this article offers strengths including the proposed research is to examine these two determinates of voluntary corporate disclosure, which are motivation (Signalling Theory) and constraints (Agency Theory) in the Pakistani listed banking sector. 

	AGENCY AND SIGNALLING THEORY
	5. 
	Wan Yusoff, W., and Alhaji, I.
	2012
	Insight of Corporate Governance Theories
	Journal of Business & Management
	This paper aims to review various theoretical based-literature in Corporate Governance, e.g., Agency Theory, Stakeholder Trust Theory, Resource dependency Theory, Political Theory and Social Contract Theory.
	N/A

Theoretical article
	N/A

Theoretical article
	The authors suggested that a combination of various theories is best to explain an effective and efficient good governance practice rather than using a single theory explanation in hypothesising Corporate Governance.   
	The relevance of this article to research is that the combination of Agency Theory and Signalling Theory could provide an intensive theoretical explanation in voluntary corporate disclosures. A feature that is not possible to gain from each theory individually. 

	AGENCY AND SIGNALLING THEORY
	6. 
	Sandra van der Laan
	2009
	The role of theory in explaining the motivation for corporate social disclosures: Voluntary disclosures vs solicited' disclosures.
	Australasian Accounting, Business and Finance Journal
	Most of the prior literature considered corporate social disclosure as a significant accountability tool or a part of the legitimisation process, but the purpose of this paper is to view corporate social disclosure from another perspective which is “solicited disclosure." 
	N/A

Theoretical article
	N/A

Theoretical article
	The author argues in the paper that Stakeholder Trust Theory and Legitimacy Theory may provide comprehensive insights into corporate social disclosures (voluntary or solicited) if their interrelated strands are linked together. 


	The relevance of this article to research is that a combination of two or more theories may help better understand the motive behind such voluntary corporate disclosure practices.

This feature is to be examined in the context of Pakistani listed banks.



	AGENCY AND SIGNALLING THEORY
	7. 
	Ehsan Al-Moataz and Khalid Hossainey 
	2013
	Determinates of Corporate Governance Disclosure in Saudi Corporations 
	Journal of Economics   and Management, 27(2)
	2) The purpose is to examine the relation between corporate governance mechanisms and information disclosure levels in the Saudi listed firms. 

2) Further, to extend understanding of corporate governance reporting in the context of a developing country.
	Saudi Arabia
	52 Saudi companies listed on the Saudi Stock Exchange in years 2006 – 2007
	Using Agency Theory and Signalling Theory setting, the authors find a positive association between corporate governance disclosure and board independence, audit committee size (board characteristics), profitability, liquidity and gearing (Firm financial characteristics), but did not find a significant relationship between firm size and corporate governance disclosure.
	The research examines the association between both board and firm characteristics and voluntary corporate disclosures, using the sample of all Pakistani listed banks. To provide empirical evidence and broaden the understanding of corporate reporting in the banking sector of a developing country.

	AGENCY AND SIGNALLING THEORY
	8. 
	Anna Watson, Philip Shrives, and Claire Marston
	2002
	Voluntary disclosure of accounting ratios in the UK
	The British Accounting Review, 34(4)
	The purpose of this paper is to find out that whether Agency Theory and Signalling Theory explanations can help employe in voluntary disclosure of ratios in companies' Annual Reports.
	 UK
	313 UK companies 
	1) The paper finds a positive affiliation between firm performance, size and industry type. 

2) The findings of this paper support Agency Theory and Signalling Theory explanations concerning voluntary disclosure of ratios in companies’ Annual Reports.
	1)  Similarities with this research, the proposed research will also examine both Agency Theory and Signalling Theory explanations regarding voluntary corporate disclosure made by Pakistani listed banks.

2) This paper also provides strengths to propose research in hypotheses formulation. 

  

	AGENCY AND SIGNALLING THEORY
	9. 
	Jason Zezhong Xiao, He Yang, and Chee W. Chow
	2004
	The determinants and characteristics of voluntary Internet-based disclosures by listed Chinese companies.
	Journal of Accounting and Public Policy
	To identify and analyse the factors behind Chinese listed firms, voluntary adoption of Internet-based financial reporting.


	China
	300 listed Chinese companies 
	Using Agency and Signalling Theory lens, authors find a positive association between firms’ attributes and voluntary internet-based disclosures.  
	1) The relevance of this article to the proposed research is that examining more than one theory in voluntary corporate disclosure would provide more in-depth and broader insight.

2) This article offers strength to research hypotheses formulation and finds out the determinants of voluntary corporate disclosures in the Pakistani banking context.

	AGENCY AND SIGNALLING THEORY
	10. 
	Gallego Álvarez, I., María García Sánchez, I. and Rodríguez Domínguez, L.
	2008
	Voluntary and compulsory information is disclosed online.
	Online Information Review
	1) The purpose of this paper is to determine the corporate objectives behind voluntary corporate disclosures on the internet. 

2) Check the rationality of the hypotheses of various theories (e.g., Agency Theory, Signalling Theory, Political cost and preparatory cost Theories)
	Spain
	117 companies listed at Madrid Stock Exchange
	The finding of this paper is that there are various objectives behind firms' voluntary disclosure on the internet, but the primary goal is to reduce political costs through voluntary disclosure.
	For the present research, this article offers strengths, including 1) similarities with this analysis that companies may have various objectives behind voluntary corporate disclosure. The present research is to be examined these goals through Agency Theory and Signalling Theory lenses in the Pakistani listed banking context.
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Figure � STYLEREF 1 \s �4��� SEQ Figure \* ARABIC \s 1 �3�: - Visualization of research selected theories within an appropriate Venn Diagram
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Figure � STYLEREF 1 \s �4��� SEQ Figure \* ARABIC \s 1 �4�:- The comprehensive conceptual model derived from Signalling and Stakeholder Trust Theories.  
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� A more fulsome consideration of Stakeholder Trust Theory is provided in Chapter 4 of the thesis. However, initially, a reference to articles on the theory by Dowden & Nichols (2015) and Greenwood & Van Buren III (2010) is recommended.





� A more fulsome consideration of Signalling Theory is provided in Chapter 4 of the thesis. However, initially, a reference to an article on the theory (Connelly et al., 2011) is recommended.





� Explanatory details about the data used are provided later in Chapter 6 of this thesis entitled "Research Design, Methodology, Approach & Data" and Chapter 6 of the thesis itself. 
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