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Abstract

This study aims to measure level of voluntary disclosures (VD) in the annual reports of listed banks on Bahrain
Bourse. The study sample consists of 24 listed banks during the period 2014-2015. A checklist was used to analyze
the level of the VD. The results showed that there is a variation in the level of the VD among banks. It has been
shown that the bank providing the most VD is the National Bank of Bahrain (70%), and the bank providing the
lowest level is Mashreq Bank (26%). The overall level of VD in all banks in the market as a whole is 41%. The most
disclosed topic is general information about banks (54%) and information about financial and non-financial analysis
(52%), such as share price (100%) and historical information about the bank (92%). The information that is the least
disclosed concerns R&D costs (23%) and information about senior management (17%).

Keywords: Voluntary disclosures; Bahrain bourse; Banks; Annual
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Introduction

Disclosed information in annual reports can be divided into two
types: accounting and voluntary disclosures. Accounting disclosures
is required information by regulation that basically covers financial
reports for banks, while voluntary disclosures is information that the
bank is not forced to disclose, but it is bank initiative, which provides
useful information to meet the needs of those who benefit from it [1-6].

Organizations around all over the world including banks are
annually publishing financial reports in which they disclose a brief of
different information of their practices for at least 2 years back. They
are using it to keep and attract potential investors by comparing their
performance of their last year with their past few years. The level and
quality of disclosures determines the confidence needed by investors
for their investment decisions. Therefore, the information and data
disclosed in the financial reports of organizations and banks arena is
essential source for investors to make wise investment decisions. As
it is very important for investors to be certain about their investment
decisions by assessing the performance level and forecasting the future
[7]. In addition, the information and data disclosed has a strong effect
on the functioning of financial markets [8].

The crises suffered by the major world banks have increased
the need for disclosures as an element of control elements at the
enterprise and its activities. For example, in 1998, Asia suffered a
crisis in which it was recognized that disclosing information may
decrease the possibility of a crisis due to increasing transparency
in the banks. This has resulted in disclosures becoming an essential
component of organizations [9].

Therefore, researchers have agreed that the more information that
is disclosed, the higher the confidence level in the financial markets. Of
course, this benefits not only investors but also the banks themselves as
profits increase [10-12]. This is focused on the accounting profession
affording confidence in the financial markets through the issuance of
the International Accounting Standards Committee to several criteria.
This defines the rules showing how the requirements of presentation
and disclosure, such as International Standard No. 1 *(Presentation
of Financial Statements); No. 24 (Related Party Disclosures); and
No. 30 (Disclosures in the Financial Statements of Banks and Similar
Financial Institutions) were replaced by the International Standard for

Financial Researching (7). In addition, the regulators also issued several
requirements for the work of the financial markets, which strengthened
the published quality of the financial statements.

In Bahrain, the Bahrain Bourse requires all listed companies
to disclose their accounting information, but there is no empirical
evidence as to whether they publish voluntary disclosures significantly
and with a high level of appropriation. Since companies gain significant
benefits by disclosing voluntary information, this can attract investors,
which is reflected at an economic level.

To the best of our knowledge, there is no study that has examined
the commitment level of voluntary disclosures in banks listed on
Bahrain Bourse. Therefore, the adoption level of ¢ disclosures by
Bahraini banks is unknown. In addition, information in the voluntary
disclosures may vary from bank to bank, depending on what they
are obliged to disclose, what their investors need to know or what
information is needed to attract potential investors. In Bahrain, banks
are disclosing information other than mandatory information but
in different levels and that it is the problem with this study which
is how to measure the level of voluntary disclosures in the financial
reports of banks listed on the Bahrain Bourse. In another word, this
study is to certify which information have been disclosed, which
information have been disclosed highly and which information have
been disclosed slightly. This will have a significant impact on the
decisions of several parties, including the organizers of the Bahrain
Bourse and body securities as well as existing and potential investors.
This is an analysis utilizing sample that demonstrates and measures the
voluntary information published in the financial reports for the years
2014 and 2015. Based on the above, this study measures the level of the
voluntary information disclosed by banks listed on the Bahrain Bourse.
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In addition, it examines whether there is a difference in the level of the
voluntary disclosures among banks listed on the Bahrain Bourse.

The study uses a comprehensive model (checklist) to measure
the level of voluntary disclosures among banks listed on the Bahrain
Bourse. The model includes multiple aspects, such as those related to
disclosures of general information about the bank, its future status, the
disclosures of human resources and disclosures of social responsibility
and other aspects.

Section 1 being introduction, further part of this study is divided into
five sections. Section 2 discusses theoretical framework and literature
review. Section 3 presents the design and research methodology.
Section 4 shows the descriptive statistics and analysis results. Section
5 presents the study’s conclusion, recommendations and the scope for
further research.

Theoretical Framework and Literature Review

An annual report is yearly disclosed information about the
company. It is considered as a primary source of information. There are
multiple types of annual reports, these are: the auditor’s report, financial
reports, the directors’ reports and financial reports. This study focuses
on financial reports. Financial reports are recorded information about
the financial position and financial performance of the organization.
This disclosed information is provided to meet specific parties needs.
Financial reports can be divided into two types: accounting disclosures
and voluntary disclosures [13].

Accounting disclosures

Hamad [14] stated that accounting disclosure is the attached
notes to the financial statements dealing with clarification or detailed
information on the items contained in the core of the financial
statements. The aim of the financial statements should not be
misleading, and can conceptually include the accounting methods used,
the subsequent events to the date lists, analysis of the administration
of past events and predictions as well as additional financials related
to the company’s activities. Marzooqi et al. [13] defined accounting
disclosure as the receipt and transmission of information that has been
prepared in the measurement stage for those who used and needed it,
either within the organization or outside.

Hence, we must consider the importance of the information
disclosed and the time that it’s disclosed. Several studies defined
accounting disclosure as information that organizations must disclose
according to legal regulations Abeywardana et al. [15]. Other studies
argue that accounting disclosure as a disclosure conducted by an
organization listed on the stock exchange in their annual reports to
meet the need of their regulatory authority [16,17].

It is clear that the accounting disclosure focuses on communicating
information to beneficiaries in order to accurately reflect the financial
situation of the business. This would allow others to rely on that
information in making decisions as well as to link the degree of
disclosure and reduce uncertainty among beneficiaries through the
distribution of all the economic information that it related to the
project.

Voluntary disclosure definition

Many studies have dealt with the concept of voluntary disclosure;
most of them agreed that voluntary disclosures are meant to add
information and data on companies to inform decision-makers of
the financial and non-financial information that serves to increase the
compulsory legal disclosure requirements [4].

Hamada [4] defined voluntary disclosure as providing information
about the company to increase the professional, legal and regulatory
requirements, and it is the prerogative of the company’s management
whether or not to provide the appropriate information to outside
parties. Voluntary disclosure was further defined as anything other
than required information, disclosed by company’s management, such
as general accounting, securities and Bourse principles [16]. Basically,
it involves disclosing information in addition to the accounting
disclosures [18].

Objective of voluntary disclosures

Accounting disclosures mainly seek to meet the needs of all users of
financial reports in order to help them in the decision-making process.
This overall objective encompasses all kinds of disclosures; however,
the goal of the voluntary disclosure or expansion of the disclosure
is to increase communication with investors, thereby heightening
their confidence in making accurate and objective decisions.
Recommendation number 105, issued by the Financial Accounting
Standards Board (FASB), has shown that effective disclosure works
to describe items that are not recognized in the financial statements
and the proposal of a proper scale, and serves to provide information
to assist the parties in risk assessment. They also provide important
information on the progress reports and any other accounting matters
requiring study in general.

In other words, disclosing information assists the organizations
in approving their reports by providing consistent information used
for proper allocation of capital and reduced costs. Moreover, this
information helps to increase the organization’s stock prices [19,20].

Literature review

Many previous studies have shown that there is a clear difference
in the level of voluntary disclosures among listed banks in the financial
markets. Some studies tried to explore the reasons for this discrepancy
and to identify the factors that have an impact on the variation in the
degree of voluntary disclosures in the published annual reports of
these banks, others proposed a model (checklist) to measure the level
or degree of voluntary disclosures of banks. This section presents and
discusses the relationship between voluntary disclosures and other
important factors (e.g., stock prices and liquidity, firm size, corporate
governance, etc.), in addition, this section presents some benefits and
advantages of voluntary disclosures:

Stock prices and liquidity: It has been reported that in 2008 the
world wide has been affected by financial crisis since 1930 and that
caused the banks’ capital declination as a result of information lack.
Jizi et al. [21] examined the relationship between bank’s stock prices
and corporate social responsibility disclosure. A content analysis
method was used on a sample of national commercial banks during
the period from 2009 to 2010. The results showed that there was
a positive relationship between bank’s stock prices and corporate
social responsibility disclosure. In addition, the involvement of
bank management and communicating with investors by disclosing
information may prevent the bank from financial crises as the investors
have sufficient information in which give them the trust and confident.

Moghaddam et al. [22] contributed another evidence on
stock prices in relation to voluntary disclosure. The study used 55
organizations listed in Tehran Stock Exchange. The organizations are
studied for a period from 1384 to 1390 years. A multivariate regression
method was used. Findings of the research showed that there is a great
positive relationship between stock prices and voluntary disclosure.
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The researcher stated that the higher information disclosed the more
valuable organization will be in its market [22]. In addition, a study in
conducted in Jordan examined voluntary disclosure relation to stock
liquidity. A sample consists of 17 listed banks in Jordan. The research
studied these bank for a period 2006 to 2014. The voluntary disclosure
was checked using a checklist of 33 items. The ordinary least square
regression model was used to achieve the purpose of the research. The
research specifies that higher voluntary disclosure lead to attract more
investors as shares of liquidity increases. In another word, banks gain
more investments from investors as increases in shares of liquidity by
disclosing higher voluntary information [23].

In this regard, Asongu [24] aimed to investigate how banks
managed liquidity after crises. He studied 20 out of 33 world banks, and
information was collected from the World Wide Web. The researcher
discovered that the financial liquidity market was greatly affected by
the last crisis. Throughout the crisis, the disclosure of liquidity risk
management was important to gain investor confidence. The research
studied 16 disclosure information topics that were categorized into four
main groups. The stakeholders of the organization should be provided
with liquidity risk management information. The research showed that
an inability to provide such information will not gain investors’ trust in
a financial crisis, which will lead to a meltdown.

Thessize: Some studies examined the relationship between voluntary
disclosure and size of Banks for instance, a study was conducted by
Khan et al. [25] in Ethiopian Banks. The study aimed to discover the
relationship between voluntary disclosure and the size of the bank and
the board. The study found that there is a high association between
the voluntary disclosure and the size of the bank and the board. In
another word, as bank disclose more voluntary information, the bank
size become bigger and the board size will increase.

In the same regard, Ikpor et al. [13] studied the voluntary disclosure
of banks in Nigeria for a period 2012 to 2013. The study aimed to
identify the relation between the voluntary disclosure and the bank
size. A multivariate analysis was used to find out the result. The study
concluded that by disclosing more voluntary disclosure, banks can gain
more investors which will lead to growth of the bank size. And as the
bank size growth its cost of disclosing become less.

Further, Omar [26] aimed to determine the factors affecting the
accounting transparency, such as bank earnings, size and obligation.
The study was done on Islamic banks in Jordan. The research studied
all Jordanian Islamic banks as well as three other banks: Aleinik
Jordanian Islamic, Islamic International Arab Bank and Islamic Bank
of Dubai and Jordan. Sample T-test and regression analysis was used.
The findings showed that the accounting transparency in Jordanian
Islamic banks as a whole is equal to 70%, and the degree of accounting
disclosure is 69%. Other findings showed that bank size becomes
bigger as accounting transparency increases. It was suggested that the
Securities Exchange give more attention to accounting transparency.

Corporate governance: Abdullah et al. [27] studied 67 Islamic
banks in Gulf Cooperation Council countries as well as in Southeast
Asian to show the voluntary corporate governance disclosure. The
study showed that the higher disclosure of voluntary corporate
governance lead to a stronger corporate governance. Moreover, it
has been resulted that there are factors affect the level of voluntary
governance disclosures, these are: the banks size, the level of political
and civil repression and the legal method. It has been recommended
that Islamic banks need to improve their annual reports by disclosing
information about corporate governance.

Age, complexity, and assets-in-place: A significant researcher
has studied the relation between bank’s size and assets-in-place and
voluntary disclosure on 38 listed banks in India. An annual banks
reported have been studies of one year (2002-2003). A checklist of 65
items of information have been used. The results viewed that there is
a significant relationship between the bank’s size and assets-in-place
and voluntary disclosure. The researcher stated that with voluntary
disclosure bank’s management able to efficiently allocate the capital as
well as efficiently control and manage their risk exposures effectively
[28].

A study of Abeywardana et al. [15] aimed to identify the level of
voluntary disclosure and its determinants. They used an index that
included 83 topics and 9 subcategories. Information was gathered
by analyzing the annual reports of the banking sector for the four-
year period of 2012 to 2015. A panel data analysis was used to assess
the determinants of voluntary disclosure levels. The results showed
approximately 61% disclosures of general information, organization
environment, economic performance and risk management. On the
other hand, an average 45% included disclosed information about
organization strategy, forecast information, human and intellectual
capital, aggressive market and organization future and organizational
social liability information. The results also showed that determinants
of voluntary disclosure levels are organizational size, age, profits,
authority and board independence. In addition, the organizational size,
age and profits have a positive association while authority and board
independence had a negative association.

Hossain et al. [29] empirically examined the determinants of
voluntary disclosure in the annual reports of 25 listed firms of in
the Doha Securities Market in Qatar. In addition, it examined the
association between company specific characteristics and voluntary
disclosure of the companies. A disclosure checklist consisting of 44
voluntary items of information was developed, and statistical analysis
was performed using multiple regression analysis. The results indicated
that age, size, complexity and assets-in-place are significant. In addition,
it showed that the variable of profitability is insignificant in explaining
the level of voluntary disclosure.

Economic benefits: Qiu et al. [30] studied the relation between
organization’s profitability and market value and environmental and
social disclosures. The researcher found that the pervious organizations
profitability was yield as a result of existing social disclosures; but it
haven’t find any relation between organizations profitability and
social disclosures. On the other hand, investors do matter about
organization social practices. And it has been found that there is a
positive relationship between social disclosure and market values
because cash flows in higher rates in those organizations. It has been
recommended organization with high economic resources to make
extensive disclosure to get positive economic benefits.

Reduction of cost of equity capital: A study investigates the
relationship between the voluntary disclosure and the cost of equity
capital. The study used 121 Swiss listed organizations. A Residual
Income Valuation Model was used for the purpose of the study.
The study showed a significant relationship between the voluntary
disclosure and the cost of equity capital. The study results viewed that
as organizations disclose higher level of voluntary information it cost
of equity capital reduces [31]. In addition, an evidence from Europe,
Australia and North America shows a high significant relation between
cost of equity and voluntary disclosure after studying a 135 banks
for 5 years and collected data from different sources, like, websites
and bank’s annual reports. This study found that the most item that
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lead to the reduction of the cost of equity. This item defined as risk
management performance. Moreover, the study viewed that European
banks have the highest reduction in their cost of equity as a result of
improving their voluntary disclosure in comparing with Australia and
North America [32].

Bank profitability: An evidence from United Kingdom and
Irish was provided by significant researcher in which it studies the
relationship between the voluntary disclosure and the increasing profits,
impairments and leverage. The research stated that United Kingdom
and Irish countries faces a financial crisis in which the organizations
faces difficulties to stay in the market and the voluntary disclosure
was expected a key solution for those organizations. A sample of 100
organizations from both countries are studied and analyzed using
statistical regression methods and content analysis for the year 2009.
The outcomes of the study showed that United Kingdom and Irish
are disclosing 26% of voluntary disclosure and it has been found that
there is a positive relationship between voluntary disclosure and the
increasing profits, impairments and leverage. The research stated that
the benefit of disclosing leverage information is to announce their
effectiveness. While the reason for disclosing profitability information
is to make sure the good share of price and to inform investors their
ability to provide enhanced future outcomes which in-return lead to
continuous profit to the organizations [33].

Another research was aimed to investigate and determine the
relationship between bank profits and voluntary disclosures in Kenyan
banks. An unweighted disclosure index of 40 topics was used to
determine the level of disclosure. An ordinary least squares approach
was used to analyze the data. Findings showed that the voluntary
disclosure level of Kenyan banks was 62.8% on average. Results show
that there is a positive and significant relationship between the bank’s
profit, listing status and size. It has been recommended that regulatory
agencies in Kenya should require banks to disclose information in
order to improve their disclosure levels [34].

Financial performance: A study aimed to view the relation between
voluntary disclosure and financial performance. In order to calculate
the financial performance, the research used return on equity (ROE). A
14 banks operating in Rwanda was used as sample in the research. The
data collected from bank’s annual reports for a period of 5 years (2011-
2015) and it was analyzed using multiple linear regression method. The
study shows a significant relationship between voluntary disclosure and
financial performance as the results shows a 54% increase in financial
performance as only 1% increase in financial disclosure. The research
recommended that banks should disclose more information as it will
return a high benefit to the bank [35].

Moreover, an investigation of the relationship between voluntary
disclosures of financial performance and return on investment (ROT)
was conducted. The sample used 10 listed organizations, including
banks from the Nairobi Securities Exchange for the three-year period
of 2011 to 2013. The methodology used was a checklist containing 49
voluntary disclosure topics. The study used the regression analysis to
get the desired results. The results showed that there is a strong positive
relationship between voluntary disclosures and financial performance,
as the calculation of the Pearson Product Moment Correlation
Coefficient (R) is 0.6235. The study recommended that banks need to
increase voluntary information to gain cheaper capital as well as higher
transparency and accountability, which leads to increased investor
confidence in making decisions [20].

Wangari [24] examined 42 Kenyan commercial banks’ annual

reports for a period of six years (2008-2013). A disclosure index was
developed with 47 disclosure data points collected from the banks’
annual reports. A multiple linear regression model was used to
analyze the data. The findings showed a positive association among
the financials, the banks’ futures and boards, social disclosures and
investors’ ROL It has been shown that a 1% rise in financial disclosure
leads to a 54% rise in the performance of commercial banks; a 1%
rise in forward-looking disclosures leads to a 33.9% rise in ROL and
a 1% rise in board and social disclosures leads to a 50.3% rise in ROI.
However, the results showed a negative relationship between general
and strategic disclosures and return on equity, which means that a 1%
rise in strategic disclosure leads to a 20.2% rise in return on equity of
an organization. The research shows that organizations should increase
disclosures of financial and social and board information in order to
gain higher performance.

Market discipline and performance: A researcher studied a 38
listed bank in India. The research used a checklist of 184 items of which
88 items about mandatory and voluntary disclosures. The study found
an average of 88 disclosed items of mandatory disclosure and 25 of
voluntary disclosure. The research studied multiple attributes including
market discipline. The findings of the research showed that there is a
great positive relationship between voluntary disclosure and market
discipline. As the researcher stated that it assists banks in allocating
capital efficiently and in operating efficiently. Also, managing the risk
exposures wisely [12].

Researchers aimed to indicate the effects of voluntary disclosures
on securities exchange returns of organizations listed on the Nairobi
Securities Exchange. The research studied 20 organizations for the
five-year period of 2009 to 2013. A multiple linear regression analysis
of the market performance of the organizations against voluntary
disclosures, exchange rate, interest rate and rate of inflation was
conducted. The findings showed that all factors have a positive effect
on an organization’s market performance. The study suggested that
organizations should have voluntary disclosures in order to show
higher stock returns [36].

Listing status: Hawashe [37] studied the relationship among seven
commercial bank-specific characteristics (i.e., age of bank, size of bank,
bank liquidity position, profitability, government ownership, foreign
ownership and listing status) and the level of voluntary disclosures by
listed banks. A regression analysis had been used to test the relationship
between bank characteristics and voluntary disclosures. The findings
showed that bank size and listing status were significantly associated
with the level of voluntary disclosures, and the level of voluntary
disclosures in annual reports are not influenced by other banking
characteristics.

Additionally, another research aimed to study 130 of Croatia’s
medium and large organizations to determine the extent of voluntary
disclosure in annual reports using explanatory analyses. The results
showed that there are few organizations that disclosed insufficient
voluntary information. In addition, organization size, listing status and
industrial sector had a significant impact on the extent of voluntary
disclosures. Conversely, the organization’s profit and ownership
structure were found to be insignificant [38].

Board structure: A research proposes to determine the disclosure
of the accounting information level in organizations in Nigeria and to
determine the organizations’ factors that have an effect on the quality
of disclosure. A structured questionnaire was used to obtain the needed
information along with disclosure index to determine the disclosure
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level in the annual reports of the organizations. The study also examined
the association between the extent of disclosures and the organizations’
factors. A multi-linear regression model was used, and the results
showed that the average of disclosing accounting information was high
while the average of voluntary disclosures was very low. It was also
shown that the organizations’ profits, size, board structure and market
discipline factors were significant while factors like organization age
and the complexity of the business were not important factors to be
disclosed [39].

Future forecast: Jankauskiené et al. [40] proposed to study publicly
financial disclosure information to know whether it was applicable
and dependable to forecast the bankruptcy of Snoras Bank. Therefore,
there was an analysis of public disclosure by several sources: the bank
itself, accountants, regulating organizations and mass media before the
publication of the bank crisis. The findings showed that the Snoras Bank
crisis was unexpected, and the crisis occurred because of insufficient
and outdated financial disclosures. The disclosed information was not
sufficient to predict the Snoras Bank crisis.

Another researcher aimed to determine how voluntary accounting
disclosures can influence the investor’s decisions in the market. The
study was conducted on organizations listed on the Amman Stock
Exchange in 2014, and was intended to determine how optional items
on the accounting disclosure optional items influenced investors’
decisions. For the purpose of the study, a questionnaire consisting of
54 topics was distributed. A package program for the social sciences
had been used. The results showed that the voluntary accounting
disclosure was able to influence the decisions of investors, and it also
demonstrated that the forecast of profit and information for workers
had the most influence on the decisions of investors.

Oluwagbemiga [41] aimed to show the use of voluntary disclosures
in determining the quality of financial statements. The study focused on
its effects on investor assessment and the organization’s performance
in Nigeria. The methodology of this study was a questionnaire for 140
individuals about 258 listed organizations. A calculation was done using
Statistical Package for the Social Sciences (SPSS) software. The results
demonstrated increased performance, and investor decision-making
was facilitated due to voluntary disclosures. The results indicated that
voluntary disclosures assist investors in making decisions, which can
lead to optimal organizational performance.

Improve investor’s evaluation: Zer [42] examines the causal
consequence of voluntary disclosures on a bank’s estimated default
probability, enterprise risk and value. This research measured
disclosure through a self-constructed index. The sample included 80
of the biggest U.S. banks during 1998 to 2011. The study showed that
a bank’s management did increase its voluntary disclosure in response
to the deterioration of the information from external sources. The
results further showed that an increase in voluntary disclosures led to
improved investors’ evaluation of the bank risk and value.

Disclosure level and quality: A research aimed to investigate the
extent of voluntary information disclosures in 54 listed and unlisted
Libyan commercial banks were been conducted by studying their
annual reports for the period 2006 to 2011. A longitudinal analysis had
been used to identify whether there is any important improvement
in the voluntary information disclosure level. For the purpose of this
research, a checklist was prepared with 63 voluntary information topics,
and a dichotomous scoring technique was performed. An Ordinary
Least Squares analysis demonstrated that the level of information
disclosures is weak with an average equal to 38%. In addition, the results

showed that the level of background information is the highest level of
voluntary disclosures, while the level of corporate social information is
the lowest level of voluntary disclosure [43].

A significant researcher aimed to collect voluntary disclosure
information in order to formulate an integrated model as well as test the
prepared model in 22 organizations listed on the Damascus Securities
Exchange for one year (2012). For the aim of this research, previous
studies, as well as research related to the formulation of the model,
were studied and then tested the disclosures of the listed organizations
on the Damascus Securities Exchange. The results found that the model
developed is acceptable, but it showed that the level of disclosure by
organizations is very low as the highest disclosure was only 10% [4].

A determination of organization factors that were able to influence
voluntary disclosure levels in a bank’s annual reports in Ghana for one
year (2009) were been examined. The factors that were studied were
bank profit, size, debt equity percentage, liquidity and audit bank size.
Descriptive analysis was used for the research along with regression
analysis to analyze data. The findings specified that the relationship
between profitability represented by Return on Capital Employed
(ROCE) and disclosure level is positive, while debt equity percentage,
liquidity, organization size and the organization’s audit size were
inconsequentially associated with the disclosure extent [44].

Bhasin et al. [45] aimed to study the level and determinants of the
voluntary disclosure and its types of listed banks on the Kazakhstan
Stock Exchange. The research studied the relationship between
voluntary disclosure and organization factors, such as board size
and structure, as well as how bank size and age affect difference in
the voluntary disclosure index [46-48]. The research showed that the
outside directors have an important positive influence on disclosure
levels. However, the results showed that voluntary information does
not actively improve [49-52].

Summary: All previous studies showed that the level of voluntary
disclosure is to somehow low, but it has been determined that there
are recommendations to pay more attention to it, since there are few
who disclose the voluntary information in Arab countries. This of
course, shows the lack of the studies to determine the level of voluntary
disclosure in annual reports for banks in Arab countries, including
Bahrain. Therefore, this study is a step forward towards providing a
model for measuring the level of voluntary disclosure of banks listed on
the Bahrain Bourse. It provides evidence about the level of voluntary
disclosures, which includes multiple information that banks can
disclose properly and that will benefit several parties. To the best of our
knowledge, this is the first study in Bahrain that measures the level of
the voluntary disclosures in the financial reports of the banks listed on
the Bahrain Bourse.

Study Methodology

The needed data was collected from the annual reports of bank’s
listed in Bahrain Bourse. The study focused on the period of 2 years
and that from 2014 to 2015 to avoid the changes caused by Bahrain
regulatory or the competitive environment during the study period.
The study used the content analysis method in the analysis of the
level of the voluntary disclosure published in bank’s annual reports. A
suggested model for a list of questions (checklist) was used. This model
has been found in multiple studies, such as those by Hamada et al. [4],
and it has been modified to be suitable to Bahrain’s environment. The
proposed model contains 84 factors divided into eight topics: general
information about banks, information about the audit committee, and
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board of directors, governance, senior management, financial and non-
financial analysis, and employees of the bank, the social responsibility,
environmental policies and research and developments costs. The
model used to assist the researchers to express voluntary disclosure. It
has taken advantage of those models used in previous studies because
they contain a large number of important questions to measure the
level of voluntary disclosures and their adoption in most parts of the
financial researching standards. This checklist can be the useful model
for the researchers as the most literature review shows that different
banks in same country disclose different levels of voluntary disclosure
and that may also be in case of Bahrain’s banks.

The study sample

There are different sectors operating and listed on Bahrain Bourse,
the researchers focused only on one sector and that is banking sector
in order to be more creditable and accurate as different sectors provide
different voluntary disclosure. Therefore, the study sample consisted of
all banks listed on the Bahrain Bourse. Annual reports for the year 2014
and 2015 have been used for the study. However, the main criteria used
for selection of the banks were: (I) annual reports must be available
at Bahrain Bourse or the bank’s website; and (IT) the bank must have
been listed throughout the study period. Therefore, the total number of
banks covered under the study is 24 of Islamic and non-Islamic banks
and these are: National Bank of Bahrain, Bank of Bahrain and Kuwait,
Bahrain Islamic Bank, Standard Chartered Bank, Citibank, Ahli United
Bank, Kuwait Finance House, Al Baraka Islamic Bank, Ithmaar Bank,
Arab Bank, Khaleeji Commercial Bank, United Gulf Bank, Al-Salam
Bank, BMI Bank, HSBC Bank Middle East, National Bank of Abu
Dhabi, Habib Bank, Eskan Bank, State Bank of India, ICICI Bank,
National Bank of Kuwait, BNP Paribas, Bahrain Development Bank
and Mashreq Bank. Some of the banks are Bahraini banks and some
other are non-Bahraini banks but they are operating in Bahrain.

Study Results - Measurement of Voluntary Disclosures

As previously mentioned, a checklist of 84 items of information
have been used to examine the discloser level of banks listed in Bahrain

Bourse. These 84 information items have been divided into 8 topics as
follows:

Aspresented in Table 1, the first topic is a general information about
banks, in which it contains the basic information about the bank and
the number of banks who provide such information. The table shows
that highest disclosed information is a brief historical information
about the bank (22 banks). The second highest disclosed information is
bank statements (20 banks). While, 19 banks disclose a description of
the main products and/or services offered as well as the awards gained
by bank. Moreover, a description of the bank’s marketing network for
products and services and of insurance programs are disclosed by 17
banks. 16 banks disclose an analysis of the banks and branches. Like,
an overview, a brief of historical perspective and their operations and
contributions. In addition, 15 banks disclose an analysis of the bank’s
market share and the bank contribution to the national economy.
Furthermore, methods and programs used for quality control are
disclosed by 14 banks. 10 of the banks disclose the competitive situation
in the industry; an analysis of the competitiors. Disclosure of the bank’s
customers and key suppliers as well as the importance issues during the
year are disclosed by 9 banks. 7 banks disclose about the production
capacity of the bank. The disclosure of general economic information
and an explanation of the organizational structure of the bank are
disclosed by 6 banks and only 2 banks disclose the effect of political
and economic factors on the results of the bank’s business.

The second topic of the checklist is information about the audit
committee, their roles and practices. As is shown in Table 2, the highest
item is disclosure about the functional role of the audit committee
(21 banks) while, disclosure about the number of meeting held with
the audit committee during the year as well as disclosure about the
work carried out by them are the second highest disclosed item. And
the third highest disclosed item is the number of members of the
audit committee. Moreover, only 6 banks disclosing the names and
qualifications of the members of the audit committee. However, there
are no disclosure by any bank about the number of attendees at the
meeting of the audit committee and disclosure of their independence.

No Disclosure Type # of Banks %
1 Disclosure of general economic information 6 25%
2 Disclosure of bank statements 20 83%
3 An explanation of the organizational structure of the bank 6 25%
4 Brief historical information about the bank 22 92%
5 The effect of political and economic factors on the results of the bank's business 2 8%
6 Description of the main products/services offered by the bank 19 79%
7 The analysis of the bank's market share 15 63%
8 Disclosure of the bank's customers and key suppliers 9 38%
9 Disclosure of the competitive situation in the industry (analysis of competitors) 10 42%
10 Description of the bank's marketing network for products and services 17 71%
11 The production capacity of the bank 7 29%
12 Description and analysis of investment projects 12 50%
13 |Analysis of the banks and branches (overview, a brief historical perspective, operations, contributions) 16 67%
14 Description of insurance programs of the bank 17 71%
15 Methods and programs used for quality control 14 58%
16 Awards won by the bank 19 79%
17 The bank's contribution to the national economy 15 63%
18 Important issues during the year 9 38%

Average Total 54%

Table 1: General information about banks.
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The third topic is disclosures of the board of directors, their general
personal information and their practices. As is shown in Table 3, the
highest disclosed information is the board director’s names, ages and
their address (18 banks). While the disclosure of the education and
academic qualifications as well as number of meetings each year viewed
the second highest disclosure (13 banks). The third highest disclosure
is the extinct of board concern about competitive environment (10
banks). While 9 banks disclose about the board experience and skills.
And only 4 banks disclose the amount of the board contribution and
the methods of determining bonuses and compensation to the board
itself.

The fourth topic is disclosure of governance. It can be seen in
Table 4 that the most disclosed information is the number of meetings
during the year (9 banks). The second most disclosed information is
the members of the governance committee and their qualifications
(8 banks). The third most disclosed information is the extent of the
existence of the committee on corporate governance (7 banks).
Additionally, 5 banks disclose the responsibilities of governance
committee and the abiding by the rules of governance.

Table 5 presents the fourth topic related to disclosure about senior
management and their personal information and their roles. As is
shown in the table, the disclosure about the experience of managers was
the most disclosed information (7 banks). While the information about
the division of managers to executive and non-executive director were
the second most disclosed information (5 banks). The disclosure about
managers educational qualifications were the third most disclosed
information (4 banks). However, there was no disclosure from any

bank regarding the responsibility of managers in the preparation of
financial research.

Table 6 shows the sixth topic concerning disclosure about financial
and non-financial analysis. The table shows that all banks are disclosing
information about the share price and they provide the statement of
cash flows. 18 banks disclose statement of capital expenditures expected.
Furthermore, 17 banks disclose information about fluctuations in
foreign currency exchange rates during the year. A number of 16 banks
are disclosing about banks loans and mortgages and their uses as well
as about any new products and services. Moreover, information about
expectations of profitability per share and a summary of financial
statements of the last 3 years or more are disclosed by 18 banks. Besides,
14 banks are disclosing about the adjusted financial statements after
taking into account inflation and its impact on it. Also, 12 banks are
disclosing information about the impact of inflation on the future of
the bank’s operations, bank’s forecasts of future sales and future profits.
Information about the impact of the bank’s strategy on future business
results are disclosed by 8 banks. However, 7 banks are disclosing
information about the expansion plan of sales, expected expenses
for advertising and the research and development expenditure. Yet,
information about the marketing plan and the plan’s expansion in the
distribution system are disclosed by 6 banks. Nevertheless, 5 banks are
disclosing information that may affect the future performance of the
bank. And only 2 banks are disclosing information about advertising
expenses.

As mentioned below in Table 7, the seventh topic is information
about employees of the bank and disclosure of social responsibilities

No Disclosure Type # of Banks %
1 Declaration of the functional role of the Audit Committee 21 88%
2 The names and qualifications of the members of the Audit Committee 6 25%
3 The number of members of the Audit Committee 13 54%
4 The number of meetings held with the Audit Committee during the year 18 75%
5 Number of attendees at the meetings of the Audit Committee 0 0%
6 Disclosure of the independence of the Audit Committee 0 0%
7 A study about work carried out by the Audit Committee 18 75%

Average Total 45%
Table 2: Information about the audit committee.

No Disclosure Type # of Banks %
1 The names, ages and addresses of the Board of Directors 18 75%
2 The education and academic qualifications of the Board of Directors 13 54%
3 Experience and skills of the Board of Directors 9 38%
4 The extent of concern by the Board of Directors as to the competition by other banks 10 42%
5 The amount of the contribution of members of the Board of Directors (e.g., stocks, etc.) 4 17%
6 The number of meetings each year 13 54%
7 The methods of determining bonuses and compensation to the members of the Board of Directors 4 17%

Average Total 42%
Table 3: Disclosures of the board of directors.

No Disclosure Type # of Banks %

1 The extent of the existence of the Committee on Corporate Governance 7 29%

2 Disclosure of the members of the Governance Committee and their qualifications 8 33%

3 The responsibilities of the Governance Committee 5 21%

4 The number of meetings during the year 9 38%

5 Information about abiding by the rules of governance 5 21%
Average Total 28%

Table 4: Information about governance.
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and environmental policies. The highest disclosed information is
about donations and grants (14 banks). The second highest disclosure
is about bank social’s contributions (13 banks). While the third
highest disclosure is about employment rotation policy. Disclosure
about classification of employees by gender, number of bonuses
granted to employees and the policy for granting them, categories
and the quality of the staff who have received training in the bank and
the employment policies are all disclosed by 9 banks. Additionally, 8
banks are disclosing information about the educational qualifications
of accountants. And 7 banks are disclosing about reasons for changing
the number of employees. Also, 6 banks are disclosing about safety
and security system as well as policy used in training. Information
about the total number of employees for the last two years or more,
the work accidents and the cost of safety and security procedures are
disclosed by 5 banks. However, 4 banks are disclosing about social
security policy. Nevertheless, only 3 banks are disclosing about the
budget for staff training expenses and subsides and contributions to
others. And one bank discloses information about environmental
protection programs.

Finally, in Table 8 is presented the eighth topic concerning
research and development costs. The most disclosed information is
the research and development projects (9 banks). The second most
disclosed information is the number of employees working in study
and development, achieved results of it and the actual cost of research
and development activities during last 2 years (6 banks). The third most
disclosed information is the study and development policy (4 banks).
However, only 2 banks are disclosing about the financial allocations for
the study and development.

As shown in the Table 9, the highest percentage of voluntary
information disclosed (54%) relates to the general information about
banks, the second highest is 52% relating to financial and non-financial
analysis, and the third highest is 45% and relates to information about
the Audit Committee (45%). The lowest percentage of voluntary
information disclosed is 17% and relates to information about senior
management.

This provides evidence that there is a lack of willingness by
banks to disclose information about senior management, R&D costs,
information about governance and bank employees and disclosure of
social responsibility and environmental policies.

As shown in Table 10, the most disclosed information by banks are
share price and statements of cash flow (100%) with the second most
disclosed information being historical information about the bank
(92%). The declaration of the functional role of the Audit Committee is
the fourth most disclosed information (88%). Moreover, the fifth most
disclosed information is information about bank statements (83%),
while the description of the main products and/or services provided
by the bank and awards won were 79%. The last three most disclosed
information topics are the number of meetings held with the Audit
Committee during the year, their study about work they carried out
and the names, ages and addresses of the Board of Directors (75%).

Table 11 shows the percentage of the voluntary disclosure of
banks listed on the Bahrain Bourse. It shows that the largest bank that
provides voluntary disclosures is the National Bank of Bahrain, which
discloses 70%, followed by the Bank of Bahrain and Kuwait (65%)
and then Bahrain Islamic Bank with a percentage of 55%, while the

No Disclosure Type # of Banks %

1 The experience of managers 7 29%

2 Managers’ educational certificates 4 17%

3 Dividing managers to executive and non-executive director 5 21%

4 Study of the responsibility of managers in the preparation of financial research 0 0%

Average Total 17%
Table 5: Information about senior management.

No Disclosure Type # of Banks %
1 Summary of financial statements for the last three years or more 15 63%
2 Information about the share price 24 100%
3 Attaching the adjusted financial statements after taking into account inflation and its impact on it 14 58%
4 The impact of inflation on the future of the bank's operations 12 50%
5 Bank loans and mortgages and their uses 16 67%
6 Advertising expenses 2 8%
7 Information about fluctuations in foreign currency exchange rates during the year 17 71%
8 Information that may affect the future performance of the bank 5 21%
9 Disclosure of any new products and services 16 67%
10 The marketing plan and the plan's expansion in the distribution system 6 25%
11 The expansion plan of sales 7 29%
12 The impact of the bank's strategy on future business results 8 33%
13 Disclosure of research and development (R&D) expenditure 7 29%
14 Statement of cash flows 24 100%
15 Disclosure of the expected expenses for advertising 7 29%
16 Expectations of profitability per share for each share 15 63%
17 Forecasts of future sales 12 50%
18 Statement of capital expenditures expected 18 75%
19 Forecasts of future profits 12 50%

Average Total 52%

Table 6: Disclosures about financial and non-financial analysis.
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No Disclosure Type # of Banks %
1 Total number of employees for the last two years or more 5 21%
2 Classification of employees by gender 9 38%
3 The number of bonuses granted to employees and the policy for granting them. 9 38%
4 Categories and the quality of the staff who have received training in the bank 9 38%
5 Policy used in training 6 25%
6 The budget for staff training expenses 3 13%
7 Reasons for the change in the number of employees 7 29%
8 Educational qualifications of accountants 8 33%
9 Disclosures for work accidents 5 21%
10 Social security policy 4 17%
11 Employment rotation policy 10 42%
12 Employment policies 9 38%
13 Disclosure of the safety and security system 6 25%
14 The cost of safety and security procedures 5 21%
15 The company's social contributions 13 54%
16 Environmental protection programs 1 4%
17 Subsidies and contributions to others 3 13%
18 Donations and grants 14 58%
Average Total 29%
Table 7: Information about employees of the bank and disclosure of social responsibility and environmental policies.
No Disclosure Type # of Banks %
1 Study and development policy 4 17%
2 Number of employees working in study and development 6 25%
3 Financial allocations for study and development 2 8%
4 The actual cost of R&D activities during the previous two years 6 25%
5 R&D projects 9 38%
6 The achieved results of study and development 6 25%
Average Total 23%
Table 8: R&D costs.
No Disclosure Type %
1 General information about banks 54%
2 Disclosures about financial and non-financial analysis 52%
3 Information about the Audit Committee 45%
4 Disclosures of the Board of Directors 42%
5 Information about employees of the bank and disclosure of social responsibility and environmental policies 29%
Information about governance 28%
7 R&D costs 23%
8 Information about senior management 17%

Table 9: Summary of the main eight group disclosures (Eight panels).

Bahrain Development Bank and the Mashreq Bank demonstrated less
disclosure (only 27% and 26%, respectively). This demonstrates that
some banks operating in Bahrain and listed on the Bahrain Bourse are
knowledgeable about voluntary disclosure benefits and are seeking to
increase them. While the majority of banks provides between 30% and
50% of voluntary disclosure, those may lack the knowledge about its
benefits for them and their investors. In addition, it is remarkable that
the analysis demonstrates that the average level of voluntary disclosures
of all listed banks in Bahrain is weak, with its average equaling 41%.

To summarize, an approximately most of banks operating in
Bahrain are disclosing voluntary information. but the level of disclosure
is varying from one bank to another. Most of the banks are disclosing
general information about the bank (54%) and the highest information
disclosed of general information is the bank historical information

(92%) and the lowest information disclosed is about the effects of
political and economic factors on the results of the bank’s business
(8%). While the second most disclosed information is about financial
and non-financial analysis (52%) and the highest information disclosed
about it is statements of cash flows as well as the share price (100%).
However, the lowest information disclosed is advertising expenses (8%).
The third most disclosed information is about audit committee (45%)
and the highest disclosing information in this topic is about functional
role of the audit committee (88%). While, the independence of the
audit committee and the number of attendees at their meeting were not
been disclose. The fourth most disclosed is information about board
of directors (42%) and in this topic, the names, ages and addresses of
the board of directors are highest disclosed information (75%). and the
amount of the board members contribution as well as the methods of
determining bonuses and compensation to the board members has been
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No Disclosure Type # of Banks %
1 Information about share price 24 100%
2 Statement of cash flows 24 100%
3 A brief summary of historical information about the bank 22 92%
4 Declaration of functional role of the Audit Committee 21 88%
5 Disclosure of bank statement 20 83%
6 Description of the main products/services provided by the bank 19 79%
7 Awards won by the bank 19 79%
8 Number of meetings held with the Audit Committee during the year 18 75%
9 A study about work carried out by the Audit Committee 18 75%
10 The names, ages and addresses of the Board of Directors 18 75%
Table 10: Summary of the most 10 disclosed information topics.
No. Banks in Bahrain Number ?;::c:rr:\‘:t?;:isclosed Number of \tl:;ul?sttary items in The percentage of disclosure
1 National Bank of Bahrain 59 84 70%
2 Bank of Bahrain and Kuwait 55 84 65%
3 Bahrain Islamic Bank 46 84 55%
4 Standard Chartered Bank 45 84 54%
5 Citibank 41 84 49%
6 Ahli United Bank 40 84 48%
7 Kuwait Finance House 40 84 48%
8 Al Baraka Islamic Bank 39 84 46%
9 Ilthmaar Bank 36 84 43%
10 Arab Bank 35 84 42%
11 Khaleeji Commercial Bank 34 84 40%
12 United Gulf Bank 33 84 39%
13 Al-Salam Bank 33 84 39%
14 BMI Bank 31 84 37%
15 HSBC Bank Middle East 31 84 37%
16 National Bank of Abu Dhabi 29 84 35%
17 Habib Bank 28 84 33%
18 Eskan Bank 27 84 32%
19 State Bank of India 27 84 32%
20 National Bank of Kuwait 26 84 31%
21 BNP Paribas 24 84 29%
22 ICICI Bank 24 84 29%
23 Bahrain Development Bank 23 84 27%
24 Mashreq Bank 22 84 26%
Average 41%

Table 11: The level of voluntary disclosures of each bank and for all banks on average.

the lowest disclosed information (17%). Information about employees
of the bank, disclosure of social responsibility and environmental
policies are the fifth most disclosed information (29%) and the highest
disclosed information about the topic are: donations and grants (58%),
the bank social contribution (54%) and employment rotation policy
(42%). However, a one percentage disclosure was disclosed about the
environmental protection programs. The sixth most disclosed topic is
about governance (28%). And highest information disclose about it is
the number of meetings during the year (38%). And the lowest disclosed
information is the responsibilities of the governance committee and
the abiding by the rules of governance (21%). Whereas, the seventh
most disclosed topic is research and developments costs (23%) and
the highest information disclose about it is research and developments
projects (38%). And disclosure of the study and development policy
was the lowest disclosure (17%). Finally, the eighth most disclosed topic
is about senior management (17%) and highest information disclose
about is the experience of managers (29%). However, no disclosures

were published by any bank about the responsibility of managers in
preparation of financial research. Additionally, the findings showed
that the largest bank that provides voluntary disclosures is the National
Bank of Bahrain (70%), followed by the Bank of Bahrain and Kuwait
(65%) and then Bahrain Islamic Bank with a percentage of 55%.

Conclusion

It has been shown that the largest bank that provides voluntary
disclosures is the National Bank of Bahrain, which discloses 70%,
followed by the Bank of Bahrain and Kuwait at 65% and then Bahrain
Islamic Bank with a percentage of 55%, while the Mashreq Bank had
the least disclosure at only 26%.

However, the overall percentage of voluntary disclosure in all
banks in the market as a whole is 46%. In addition, the findings showed
that the most disclosed information is general information about banks
(54%) and information about financial and non-financial analysis
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(52%), such as information about the share price (100%) and historical
information about the bank (92%).

Further, the study showed that there is a lack of willingness by
banks to disclose multiple information, such as: information about
employees of the bank and disclosure of social responsibility and
environmental policies (29%), information about governance (28%),
information about R&D costs (23%) and information about senior
management (17%).

In general, the results showed that there is a difference and variation
in the level of the voluntary disclosure of information from one bank
to another.

Based on previous results, we recommend that Banks need to
increase the level of voluntary disclosure in order to gain multiple
benefits as we aforementioned. In addition, Bahrain Bourse should
encourage banks to disclose voluntary information by providing an
evaluation for it. Furthermore, conferences and workshops should be
held to highlight the importance and the benefits of voluntary disclose
to enhance the annual research and other benefits for banks as well as
for the users.

Future research should be focused on the following: measuring
voluntary disclosure of the bank sector in other than annual reports,
such as conferences, bank websites and newspapers. Another study
can be done about voluntary disclosure of other than banking sectors
in Bahrain and the factors impacting and influencing the voluntary
disclose levels in addition to a study about how to encourage
organizations (those listed and unlisted on the Bahrain Bourse) to
disclose more information.
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