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ABSTRACT 

The introduction of IFRS 7 by the IASB was meant to improve the quality of risk disclosure practice among 

entities. In view of this, the paper set its main objective at examining the impact of the firm’s specific 
attributes on extent of compliance with IFRS 7, by the listed DMBs in Nigeria. It employed an expo-factor 

research design and selects a sample of total thirteen (13) listed DMBs, out of a total population of fifteen 

(15) listed on the floor of Nigeria Stock exchange, for a period of five (5) years. The study proxy its 

dependent variable with a degree of compliance with mandatory disclosure index (DCMDI), which is made-

up of 121 mandatory items in the IFRS7 requirements, to measure the extent of each listed firm’s 
compliance to the standard, and was subsequently regressed by the measured proxies of the explanatory 

variables (Size, leverage, profitability, and types of auditing firm). The study found that listed DMBs in 

Nigeria comply with IFRS 7 at an average insignificant level of 61%, and the regression results reveals that; 

the listed DMBs in Nigeria are positively and significantly influenced by firm’s specific attribute like Size 

and Leverage. Thus, the paper concluded that the extent at which the listed DMBs in Nigeria pay attention 

to comply with IFRS 7 disclosure requirements is insignificant, this is despites the significant roles plays 

by the specific attributes like size, leverage and profitability. And thus, recommended that there is need for 

the regulators to strengthen the enforcement mechanism, to ensure that the DMBs in Nigeria pays 

significant attention to compliance, by improving on their present insignificant level of 61% to at least 90%, 

as required by the global best practice. 
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1.0 INTRODUCTION 

This paper aim at examining the impact of firms specific attributes on the extent of compliance with IFRS 

7 disclosure requirements, by listed DMBs in Nigeria. This is mainly based on the ground that in the last 

fifty years, body corporates were face with dynamic forces of economic globalization, information 

technology revolution, changes in the national policy directions, and the variants degree of transactions 

strategic risks (credits risks, liquidity risk, and market risks) they are being exposed to. It’s also notes that 
in the last two decades, there were changes in the reporting system, as over 140 nations have either adopted 

or converged to the IFRSs and IASs with other interpretations statements introduced by IASB, because the 

standards were adjudged as best breed of quality and principles, which removes many allowable accounting 

alternatives, and aid in the provision of quality information for an informed decision making (Cai, et al., 
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2008; Assidi & Omri, 2012; and Herbert, et al., 2013). Therefore, this study looking at the large number of 

nations that have adopted/converged to IFRSs, and its averred impact on financial statements, it deemed it 

pertinent to examined studies on IFRSs, specifically studies on IFRS 7 (disclosure of risks information for 

financial instruments transaction in financial statements) and those concerned with what motivates body 

corporates to disclosed information in their financial statements. 

 

In the first strands of studies reviewed, were studies that investigated compliance with IFRS across the 

globe (Shehu & Masunda, 2015; Maina, et al., 2015; Budaraj & Sarea, 2015; Saidu & Dauda, 2014; Ezugwu 

& Negedu, 2014; Rajhi, 2014; Mbetu, et al., 2014; Glaum, et. al, 2013; Abdullah, et al., 2012; Tsalavoutas, 

2011; Alfaraih, 2009; Nobes & Zeff, 2008; Hodgdon, et al., 2008; Fekete et al., 2008; and Chatham, 2004), 

because it is averred that the usefulness of the financial statements depends on the standard on which they 

are based, and the extent of compliance to the disclosure requirement of such standards (Yahaya, et. al., 

2012; Glaum, et. al., 2013; Masoud, 2014; and Zango, et al., 2015). The paper found mixed results, and 

also observed that two major categories of factors influenced entities to comply with IFRSs, which are the 

firms’ specific attributes and governance variables. 
 

Similarly, in the second strands of studies reviewed, which investigated the level of entities compliance 

with IFRS 7 (Zango et al., 2015; Yakasai, 2014; Jobair, et al., 2014; Jonker, et al., 2013; Pucci & Tutino, 

2013; and, Amoako & Asante, 2012), the paper notes same mixed results, which means that the extent at 

which entities embraced quality risk reporting of IFRS 7 depends on certain factors. It also observed that 

even though it is mixed results, but the limited studies conducted on developing economy in the public 

domain, were found to comply at insignificant level to the standard. This indicates the failure of governance 

oversight function to achieve quality risks reporting in the developing nation, and it validates the expressed 

concerned by the stakeholders, on the rising compliance risks cost, and others compliance issues noticed in 

the banking sector (Orioha, 2015; and Chima, 2014).   

 

More also, based on the aforementioned studies, and posited stand of researchers (Gul & Leung, 2004; and 

Wallace, et al. 1994) that where there are mixed results are found in research works, it could be as results 

of several factors, this third strands of studies reviewed, which investigated the determinant of compliance 

with IFRS 7 or risk disclosure (Bamber, et al 2016; Atanasovski, 2015; Ashfaq, et al. 2016; Al-maghzom, 

2016; and Aryani, 2016). The paper also found mixed results, and notes that the major factors are more of 

the firms’ specific attributes and governance variables. Hence, these reviews gave the study a better 
understanding of the extent of works carried-out on the subject matter, and identified the existing gap in the 

body of literatures.  

 

Therefore, this study taking cognisance of the benefit of compliance, which includes; helping the entity to 

identify the risks; minimised the possible resultant financial and non-financial loss, reduced investors’ risks; 
aid to attract more investments capital, and improves the entity’s overall performance (IASB, 2016; and 

Afolabi & Dare, 2015), its considered examining the impact of firm’s specifics attributes on level of 

compliance with IFRS 7 by the listed DMBs in Nigeria. This is after observing the following gaps; there 

limited studies on compliance with IFRS 7 in Nigeria, and even the existing ones have failed to provide 

comprehensive information on the factors that influenced such compliance. To achieve the study’s 
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objective, its distinguished itself from prior works on the following ground; it examined 121 mandatory 

items out of the total 133 items of IFRS 7 to construct its disclosure index, because these items doesn’t 
permit managerial discretion for disclosure decision, and there are useful sections in the annual reports and 

account. Also, it employed the postulates of theories such as agency theory, signaling theory, and 

institutional theory to guide it, because of the problem of asymmetry and firms size is considered as key 

determinant of quantity of disclosure, and in the disclosure requirement of the financial instruments its 

involves items that are credible, costless, feasible that entity should choose to provides. Thus, the main 

research question for this study is:  

 

What are the specific firms’ attributes that influenced the listed DMBs in Nigeria to comply with IFRS 
7 disclosure requirements?  

 

2.0 LITERATURE REVIEW  

2.1 Financial instrument and its Disclosure requirements 

The term financial instrument is transaction that involves trading on asset or packages of capital. It’s usually 
come in two major types; cash instruments and derivatives. It is a transaction that involves contract, like 

contractual right to deliver, to receive cash, and for one to have ownership evidence of an entity. This mean 

that financial instrument is a transaction that usually gave rise to either financial assets of an entity, or a 

financial liability or equity instrument of another entity, which could be cash or any other type of financial 

instrument. Because of its risk nature, public entities that undertakes financial instrument transactions are 

required to comply with the disclosure requirements of IFRS 7, so as to minimised and mitigate specific 

risks associated with the transaction such as credit, liquidity, market and other inherent operational risks 

that are therein, and to achieve good corporate governance practice. 

 

IFRS 7 applies to all risks arising from all financial instruments, including those instruments that are not 

recognised on-balance sheet, and it is for all companies in all industries, except those covered by another 

more specific standard such as interests in subsidiaries, associates and joint venture, post-employment 

benefits, share-based payment and insurance contracts. The objectives of IFRS 7, as posited by 

Muthupandian (2008) is to provide more transparent financial statement to users of an entity’s financial 
reports and accounts. From the make-up of the standard, its focused to impact significantly in two area of 

research, which are value relevant (Wang et al., 2005; and Seow & Tam, 2002), and informative (Kravet & 

Muslu, 2013; and Campbell et al., 2011). By prescribe provision of the standard, its aims at reducing 

information asymmetry, promotes better transparency, and minimise the problem of agency conflict, which 

is relevant to secured the contract efficiency and facilitate quality financial reporting (Watts & Zimmerman, 

1990; Watts, 1977; Ball, 2001; Sun & Rath, 2008; Fakhfakh & Nasfi, 2012; and Christensen, et al., 2015). 

Therefore, based on the scopes IFRS 7, it is applicable to all IFRS-compliant financial statements, which 

include financial instruments not specifically excluded from its scope. 

 

By the scope of IFRS 7, it provides for about 133 items as the total disclosure requirement, out of which; 

49 of the items are related to risk, 38 are related to other requirements, 34 items are related to balance sheet 

disclosure requirements, 10 are related to income statements, and 2 are related to adoptions and exemption. 

In these requirements, there are about 105 items that are inherited from IAS 30, IAS 32 and IAS 39, and 
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the remaining 28 of the items are new. Also, because of the strands strategic directions of the standard, it is 

grouped by study Bamber, et al (2016) as follows; 57 hard rules, 47 soft rules and 29 principles. The hard 

rules provide guidance to what is permissible in the future whereas the soft rules required the used of 

adequate judgement, while the principles based requirements deals with the sensitive strategic risks like the 

credit, liquidity and market risks. And finally, because there are two existing setting (mandatory and 

voluntary) that entity can employed to disclosed financial information, and the mandatory disclosure setting 

was considered as the most beneficial in terms of its process and outcome, as it limited managerial 

discretions on the disclosure decisions, and for that reason the total items were group as 121 mandatory 

disclosed items and 12 non-mandatory disclosed item.  

 

2.2 Firms specific attributes and its influenced on Compliance with IFRS  

In view of the significant paradigm shift in the field of accounting and finance, in the last two decades, there 

are significant number of researchers that are interested in exploring research areas like the firms’ attributes, 
determinants of risk disclosure practices, and the degree of compliance with disclosure requirement of 

accounting standards like IFRS. Most of the studies conducted on this area, basically examined the annual 

financial statements of entities that claim to comply with the specific IFRS or International standards, by 

developing a self-constructed disclosure index that enable them to empirically investigates the various 

firms’ degree of compliance with the standards. In some instance, they also examined the factors that 
influence the entities to comply with such specific or general IFRS. From this studies, it shown that adopting 

an international standard like IFRS have resulted in high-quality, transparent, and comparable financial 

information for investors and other users, where the standards are implemented correctly (Shehu & 

Masunda, 2015). 

 

Although, some empirical studies on compliance with disclosure requirements of IFRSs, it shown that most 

entities do not adequately complied with the disclosure requirement of accounting standards (Nobes, 2008; 

and Ali, et al., 2004). This is despite the fact that compliance enables; entity to effectively communicates 

the economic information of the firm (financial or nonfinancial, the entities’ financial position and 
performance, helps to reduce the economy-wide transactions costs of communicating information among 

various stakeholders, and allows managers to make more efficient real decisions and undertake transactions 

within, outside and between firms  (Owusu-Ansah, 1998; Agca & Onder, 2007; Hail, et al., 2009; and 

Shehata, 2014). Based on these prior studies, two broad categories of factors are identified, which are; the 

country’s specific factors and firms’ specific characteristics, whereby in some studies (Jarva & Lantto, 

2011; Holthausen, 2009; Bischof, 2009; Lopes & Rodrigues, 2007; Ball, 2006; Glaum & Street, 2003; Street 

& Gray, 2002; and Dumontier & Raffournier, 1995) the highlighted that some of major country’s specific 
factors that could influence significant comply with IFRS or otherwise are; legal systems, culture, securities 

regulation, capital market supervision and existence or inexistence of rigorous enforcement of accounting 

standards. While, in other studies such as Owusu-Ansah, (1998), Agca and Onder (2007), Hail et al (2009), 

Shehata (2014), Atanasovski (2015), Bamber, et al (2016), Ashfaq, et al. (2016), Al-maghzom (2016) and 

Aryani (2016), they highlighted that firms specific characteristic like size, industry, listing status, leverage 

or gearing of the company, ownership structure and concentration, profitability, type of auditor and some 

corporate governance item that includes the existence of an independent audit committee influence 

significant compliance with IFRS.  
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Lastly, due to issues like the reporting environment, high level of government inefficiency, less efficient 
capital market, corruption, and more importantly poor law enforcement authority in most country, which is 

consider to hinders the enforcement effective compliance (Lin, 2012), it has encouraged more recent studies 

(Bamber, et al., 2016; Atanasovski, 2015; Ashfaq, et al. 2016; Al-maghzom, 2016; Aryani, 2016; Elzahar 

& Hussainey, 2012; Horing & Grundl, 2011; Hassan, 2009; and Marshall & Weetman, 2007) to focus more 

on the firms’ specific attributes. In the light of the foregone, this study considered the following under listed 
firms’ specific attributes that influence compliance with disclosure requirements of IFRS 7.  

 

Firstly, the firm’s size is considered as one important firm’s specific attributes that could increase 
compliance with disclosure requirements of accounting standard. It is an attributes that is considered to be 

key determinant of quantity disclosure in both voluntary and mandatory reporting regimes (Berretta & 

Bozzolan, 2004; Abraham & Cox 2007; Campbell et al., 2011; and others) as cited by Bamber et al., 2016). 

Although, there is no specific study that was able to establish a clear theoretical basis for such relationship, 

but because the reasons found in the postulates of the agency theory, institutional theory and political cost 

theory seems to relates, it shows that the direction of the relationship can be positive under these theories. 

It is based on this, that most literatures have based their rational in relation to association provided by; 

agency theory and Institutional theory, and this is indicated by empirical findings of studies that show the 

positive influence of size on compliance with accounting standard or disclosure practices. Their finding 

shows that the size influence is positive irrespective of whether the entity is complying on mandatory or 

voluntary basis (Abraham, et al., 2012; Miihkinen, 2012; Campbell et al., 2011; Dobler et al., 2011; 

Abraham & Cox, 2007; Marshall & Weetman, 2007; Linsley & Shrives, 2006; Beretta & Bozzolan, 2004; 

and Chalmers & Godfrey, 2004). On the positive side of the relationship between compliance with 

disclosure requirements of accounting standards and size, there is  overwhelming supports in literatures for 

over decades now (Street & Bryant, 2000; Owusu – Ansah, 1998; Meek et al, 1995; and Wallace et al, 

1994), that based on capacity large companies can operates over wide geographical areas, and can deal with 

multiple products with several divisional units, as such they are likely to have well-built information system 

that will enables them to track all financial and non-financial information for operational, tactical and 

strategic purposes. While on the other hand, it is argued by studies (Wallace et al 1994; and Wallace & 

Naser, 1995) that since large firms are visible and are susceptible to political attacks, which is in terms of 

the pressure for the exercise of social responsibility, greater regulation such as price control and higher 

corporate taxes, they may disclose less detailed information in their annual reports to avoid attention. Hence, 

this paper expects that firm size in a well-structured setting with an efficient internal reporting system like 

that of the listed DMBs in Nigeria, will because of monitoring, the need to minimised compliance costs and 

external pressure disclosed significant risk information in accordance with IFRS 7 disclosure requirements. 

Accordingly, the study hypothesised that.  

 

Ho1: firm size does not have a significant impact on compliance with IFRS 7 disclosure requirements, by 

the listed DMBS in Nigeria. 

 

Secondly, the firm’s profitability; this is another important corporate attributes that literatures have shown, 

that its predict and test the relationship between profitability and compliance with accounting standards or 
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extent of disclosure (Gallery et al., 2008; and Ali et al., 2004). Although, the direction of such relationship 

is said to be unclear (Lang & Lundholm, 1993), as the outcomes of most empirical researches tend to be 

mixed, because some studies have found positive and significant association between profitability and 

disclosure (Singhvi & Desai, 1971; and Owusu-Ansah, 1998), whereas in some (Meek et al., 1995) they 

found that profitability has no effect on disclosure, while others studies like Wallace and Naser (1995) find 

a negative association between them. From these studies, it can be said that the influence of a company’s 
profitability on the level of accounting standards disclosure requirements can be positive, neutral or negative 

depending on its performance, which support the argument that said firms will increase the amount of 

information disclosed when it is favourable, and it is also normal to find firms that disclose more 

information when the result is unfavourable (Skinner, 1994). Also, going by the findings of certain research 

works like Singhvi and Desai, 1971; Wallace and Naser (1995); Meek et al., (1995); Inchausti, 1997; 

Owusu-Ansah, 1998 Glaum and Street, 2003; Akhtaruddin (2005) it proved and shown that profitability 

influence the extent of disclosure in annual reports, and it supports the perspective view of agency theory 

and signalling theory, which asserted that the management of a highly profitable entity will comply with 

the accounting standards by disclosing more information in order to; obtain personal advantage, justifying 

their position and for compensation package (Inchausti, 1997). However, going prior empirical research 

likes Meek et al., 1995; Malone et al., 1993; Juhmani, 2006; and Barako, 2007). Glaum and Street (2003), 

and Ali et al. (2004) and Hodgdon et al. (2009), they found that there is negative relationship and 

insignificant association between profitability and the level of information disclosure. Thus, the study states 

its second hypothesis as follows;  

 

Ho2: Firm’s profitability does not have significant impact on compliance with IFRS 7 Disclosure 
requirements, by the listed DMBs in Nigeria. 

 

Thirdly, the leverage, which is a significant factor that has been observed by several prior empirical studies, 

and it is measured by the ratios like: debt to equity ratio, debt to total assets, total debts to equity, total 

liability to total asset, and capital gearing ratio. The results obtained by most literatures shows that there is 

existing relationship between leverage and disclosure levels (Meek et al., 1995; Chow & Wong Boren 1987; 

Ferguson, et al., 2002; Alsaeed 2006; Iatridis, 2008; and Atanasovski, 2015), and that firms which are more 

in debt are influenced by higher agency costs to disclose more information. Iatridis (2008) posits that firms 

will provide extensive accounting disclosures when they use more debt than equity to finance their 

operations, which thus affirms position of prior studies (Jenson & Meckling, 1976; and Myers 1977 as cited 

in Ali et al., 2004) and they also asserted that agency costs are higher for companies with more debt in their 

capital structure, and that firms with high debt tend to disclose more information to assure creditors that 

shareholders and management are less likely to bypass their covenant claims. Also, firm are influenced to 

disclosures more information, as their leverage increased, because they want to be seen inclined in 

disclosing more information about sensitive accounting issues, such as gearing and risk profile in order to 

reassure investors and lenders that it abides with the disclosure practices as enumerated by the accounting 

regulation, and so that the provides  disclosures  made in their accounting information will reduces the 

overall level of risk and allows for fund raising in the debts market.  
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However, in the first study on compliance by Dumontier and Raffournier (1995) as cited in Ali et al. (2004) 

they argued that increased disclosure of accounting requirement enhances the monitoring role of financial 

statements, and it in turn reduces agency costs. Therefore, to understand the relationship between leverage 

and level of disclosures, evidence of investigation from the reported findings by the prior studies reveals 

mixed results, as Meek et al (1995) reported that the leverage ratio is negatively associated with the 

disclosure index, Ferguson, et al (2002) report a positive association between information disclosure and 

leverage, whereas Chow and Wong-Boren (1987), Wallace et al (1994) and Wallace and Naser (1995) find 

no such statistical association. From the foregone, it clearly shows that compliance with disclosures 

requirements of IFRS 7 have tendency of increasing with leverage, and this supported the argument of 

scholars who are of the view that with leverage, firms will disclose detailed information to gain access to 

the money market. 

 

Ho3: Firm’s leverage does not have a significant impact on compliance with IFRS 7 disclosure requirement, 

by the listed DMBs in Nigeria. 

 

Fourthly, the ownership concentration, which is examined based on the ownership structure of a firm, it is 

considers to be very paramount in motivating the management of a firm to comply in greater or lesser extent 

to financial disclosure requirements. It has been proven to have positive and significant impact in prior 

empirical studies (Chau & Gray, 2002; Prencipe, 2004; and Atanasovski, 2015), and this is supported by 

the postulates and principle arguments of the agency theory; which states that when there is less 

concentrated ownership structure (the company is without a dominant shareholder). Therefore, this paper 

considers that the DMBs’ management will be motivated to disclose more information, so as to provide 

better stewardship and disposed its obligations, and to avoid being monitored by large number of small 

shareholders as averred by Jensen and Meckling (1976). The paper thus hypothesis that; 

 

Ho4: Concentrated ownership does not have a significant impact on compliance with IFRS 7 disclosure 

requirements, by the listed DMBs in Nigeria. 

 

Fifthly, the types of auditing firm, the role of independent auditor was considered by most IFRS disclosure 

studies, to have significant influenced in enhancing quality compliance with disclosure requirements of a 

reporting standards. From prior studies (Street & Gray, 2002; and Atanasovski, et al., 2015) that 

investigated the relationship between a firm’s disclosure level and the type of external audit firm engaged, 

they found that an entities audited by a global accounting firm, are significantly associated with enhanced 

compliance with disclosure requirements of the standard. Also, an evidence from studies like Palmer (2008) 

finds that the quality of disclosure is higher for firms using one of the “Big 4” auditing firms (Deloitte, 
Ernst Young, KPMG and PWC) than the ones using smaller audit firms, and the type of Auditor is also 

associated with increased voluntary disclosure as showed by Raffournier (1995). From all these authors 

results, it pointed out that big auditing firms do exercise influence on disclosure policies of client firms, 

because they are under special scrutiny from regulators, and its confirmed the position of DeAngelo (1981), 

who argued that larger auditing firms are worried more about their long-term established reputations and, 

therefore, have more to lose if they fail to report errors or misrepresentations in the financial statements. 

Thus, since larger auditing firms have greater influenced on entities to comply with IFRS 7 disclosure 
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requirements, as shown recent studies (Atanasovski, 2015; Atanasovki, et al, 2015), this paper thereby states 

it hypothesis as follows; 

 

Ho5: type of Audit firm engaged does not have significant impact on compliance with IFRS 7 disclosure 

requirements, by the listed DMBs in Nigeria.  

 

3.0 METHODOLOGY  

3.1 Sample Selection 

The population of this study is the entire 15 deposit money banks (DMBs) listed on the floor of Nigerian 

stock exchange within the period of January 2012 and 31st December 2016. The population was reduced to 

thirteen (13) listed DMBs, using a two broad filtering criteria of a judgemental sampling technique, which 

aid the paper to generates the 5 years’ data needed, from the audited financial statements of the public 

entities. The source data help the paper to measured its major to proxy variable (DV and EV) and provides 

insightful evidence of the banks level of compliance with IFRS 7 and the factor that influenced such 

compliance. 

 

3.2 Research Model  

The dependent variable is examined via the degree of compliance disclosure index of IFRS 7, proxy by 

Degree of Compliance with Mandatory Disclosure Index (DCMID), and measured by the self-constructed 

index of 121 mandatory items out of 133 required by IFRS 7. The disclosure index of each of the listed 

entity is score 1 or 0 based on the disclosure made in the financial statements or in the notes. Thus, the total 

of the index for each of the sampled DMBs and each periodic year is calculated by the formula below: 

DCMDI it = 
∑ 𝑋𝑖𝑖𝑡
𝑛𝑗𝑡
𝑖=1

𝑛𝑖𝑡
   …………………………………………………………………. 1 

Where: 

DCMDI = Degree of compliance with the mandatory disclosure Index 

∑= Summation or addition 

Njt = Number of expected variables to be complied 

Xi = Actual number of variables complied by sampled firms 

𝑛𝑖𝑡 = Maximum number of variables expected to be comply by sample firms 

 

This paper considers the method to be very relevant in examine compliance with IFRS 7, because it is being 

proven by prior empirical studies (Al-Shammari, 2008; Kantudu, 2006; Barde, 2009; Amoako & Asante, 

2012; Jonker et al, 2013; Yakasai, 2014; and Zango et al.,2015) that measure both mandatory and voluntary 

disclosures to be a very reliable measurement device for corporate compliance. Thus, to grade the sample 

DMBs degree of compliance with IFRS 7 disclosure requirement, the DCMDI results obtained is expressed 

in percentage based on the following criteria depicted in Table 3.3 below to interpret the results, which is 

consistent with prior studies like Kantudu (2006); Barde (2009; and Yakasai (2014). 
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Table 1: Criteria for Grading Compliance with IFRS 7 by Listed DMBs in Nigeria. 

S/N Percentage Score Form General Remarks 

1. 80-100% Strongly complied Significant 

2. 60 -79% Satisfactory Insignificant  

3. 40 – 59% weakly complied Poor 

4. 0 - 39% Non-compliance Extremely Poor 

 Source: Modified Grading Application of Standards Adopted from Kantudu (2006). 

 

Also, based the hypotheses formulated above, the DMBs specific attributes (explanatory Variable), that 

could influence compliance with the banks disclosures requirements of IFRS 7 were proxy and measure by 

certain variables. Firstly, the size of the individual DMBs, is proxy by SIZE and is measured as a continuous 

variable, based on natural logarithm of Total assets expressed in thousands of naira, which is a criterion 

adopted by prior disclosure studies (Bamber et al., 2016). Secondly, the leverage of the individual DMBs, 

was proxy by LEV and is measured through the ratio of firm’s total debt to its total asset value. Thirdly, the 

ownership concentration of individual DMBs, is proxy by OWN and is measured by the shareholder 

structure with 5% and more. Fourthly, the profitability of the individual DMBs, was proxy PROFIT, and is 

measured through the ROA (Return on Asset), as ratio of firm’s net income for the year to the firm’s total 
asset. And finally, the type of auditor engaged by the individual DMBs, was proxy by AUD, which is a 

dummy variable, and its measured by scoring a firm 1 if the audit firm is among the Big 4 or 0 if it is another 

audit firm different from the big 4. This paper employed these measures of variables because of the 

peculiarity nature of the banking sector, and is in line with prior studies like Atanasoyski (2015) and Garko 

(2015). 

 

Finally, based on the explanations presented above regarding dependent and explanatory variables of the 

study, the research model that describes the actual disclosure index is defined according to the following 

equitation:

𝐷𝐶𝑀𝐷𝐼𝑖𝑡= 𝛼0 + 𝑓𝑖𝑟𝑚 𝑠𝑝𝑒𝑐𝑖𝑓𝑖𝑐 𝐼𝑛𝑡𝑒𝑟𝑛𝑎𝑙 𝐴𝑡𝑡𝑟𝑖𝑏𝑢𝑡𝑒𝑠 (𝛼1𝑆𝑖𝑧𝑒 + 𝛼2𝐿𝐸𝑉 + 𝛼3𝑂𝑊𝑁 + 𝛼4𝑃𝑟𝑜𝑓 +

𝛼5𝐴𝑈𝐷)𝑖𝑡 …..(2)  
Where 

𝐷𝐶𝑀𝐷𝐼𝑖𝑡 = Degree of compliance with Mandatory Disclosure Index of IFRS7 by the DBMs 

SIZE   = a natural Logarithm of the firm’s Total Assets 

LEV   = is the ratio of firm’s total debt divide by firm’s total Asset 
OWN = Percentage of ownership concentration for shareholders in possession of more than 5% of common 

shares   

PROFIT = is the firm’s profit for the year divide by Firm’s total asset 
AUD = Dummy variable, measure by scoring firm 1 for engaging any of the big 4 auditing firm, and 0 for 

other audit firms. 
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4.0 DISCUSSION OF RESULTS 

4.1 Descriptive Statistics  

The descriptive statistics for the panel variables of the sampled listed DMBs are presented in table 2. The 

data are derived from the audited financial statements of the sampled listed DMBs, quoted on the floor of 

Nigeria Stock Exchange for the period of five years (2012 – 2016). 

 

Table 2: Descriptive Statistic of the variables 

Summary of the Variables  

Variable Obs Mean Std. Dev. Min Max 

DCMDI 65 0.6054708 0.1182834 0.2479 0.7851 

Size 65 9.151671 0.3012455 8.1189 9.6755 

LEV 65 0.9100723 0.7297988 0.1204 6.5756 

OWN 65 0.3793769 0.2349442 0 0.8589 

Profit 65 0.1387354 0.1548825 -0.8004 0.4064 

Aud 65 0.9230769 0.2685431 0 1 

Source: Self-Generated from annual report of the sampled Bank (2012- 2016) Using STATA 12.0 

 

The statistic result in table 2 depicts all the variables used in the study, for the period of five (5) years. It 

shows that the listed DMBs in Nigeria comply with the Mandatory Disclosure index of IFRS 7 at an average 

level of about 60.5%, with insignificant variation of about 12% among the banks. Thus, based on grading 

criteria in table 1, it implied that the management of the sampled banks pays insignificant attention in 

complying with the basic disclosure requirements of IFRS 7, and the factors that influenced the insignificant 

variation in the DCMDI among the banks, could be variables like timing of reports, the financial position 

and performance. Also, the results in the table reveal that most of the explanatory variables; SIZE, LEV 

and AUD have significant mean value of above 90%, while the remaining variable (OWN and PROFIT) 

have insignificant average mean value of less than 38%, with a deviation with the range of 3% and 73%. It 

therefore means that among the firm’s specific attributes that could influence DCMDI of IFRS 7, variable 
like size, leverage and AUD could contribute positively and at significant level.  

 

4.2 Correlation 

This study used Pearson correlation analysis to examine the strength of the existing relationship between 

the study’s two major variables, that is, it shows the relationship between the DCMDI of IFRS 7 in column 

2 of table 3, and all the explanatory variables; firm’s specific attributes such as size, ownership 
concentration, leverage, Profit and type of audit firms. The essence examining this relationship, was to 

enable the study understand the pattern of the relationship among all the study’s pairs of variables stated in 
the regressions model. Thus, table 3 shows how change in dependent variable cause change in the study’s 
explanatory variables. 
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Table 3: Correlation Matrix of the Explanatory Variables and the DCMDI of IFRS 7  

 DCMD

I  

    SIZE  LEV    OWN PROFIT      AUD VIF 

DCMDI 1.0000       

SIZE 0.5987 1.0000     2.53 

LEV -0.0199 -0.4423 1.0000    2.63 

OWN -0.4394 -0.4295 -0.0278 1.0000   1.37 

PROFIT  0.3798 -0.0725 0.6533 -0.0687 1.0000  2.05 

AUD 0.2451   0.5021 0.0231 -0.1566 0.2779 1.0000 1.59 

  Source: Generated by the Author from annual report of the sampled Bank (2012- 2016) Using STATA 

12.0 

 

From the result of the correlation matrix in table 3, it shows that the relationship between DCMDI and some 

of the explanatory variables for the study such as SIZE, PROFIT, and AUD to be positively correlated with 

a coefficient value of 0.5987, 0.3798 and 0.2451 respectively, while the remaining explanatory variables 

LEV and OWN have negative correlation coefficient value of -0.0199 and -0.4394 with DCMDI of IFRS 

7. A further analysis on the nature of relationship that exist between the DCMDI of IFRS 7 and the variables 

with positive correlations, it reveals that the relationship varies, as SIZE have positive and strong 

relationship with the DCMDI, while PROFIT and AUD have positive and weak relation with the DCMDI.  

Also, to determine the presence of co-linearity problem, the paper carrying out a VIF (variance inflation 

factor) test to confirm the existence of multi-co linearity. The test result gives a value within the ranges 

value of a minimum of 1.10 to a maximum of 2.63, which is less than 5 and that implied there is absence 

of the problem of co-linearity. This mean that there is no co-linearity problem between the study’s variables 
for listed DMB in Nigeria, because as shown by the VIF value; the predictive ability of the independent 

variables is not adversely affected by the relationship, and it thus fulfils the assumption of no multi-co 

linearity in the models for the study. 

 

4.3 Regression 

This paper determined its best estimates among the variables, by performing multiple panel of regressions 

to test the formulated hypotheses, where all the explanatory variables were considered and tested in the 

model. It begins with Ordinary Least Square method (OLS), then performed regression robust after 

correcting hetroskedasticity, and then went further to obtained the Fixed Effect (FE) and Random Effect 

(RE) regression results, before running Hausman Specification as a final test to check for the presence of 

endogenity in the model. The results of the regression model, that tests the nature and the significance of 

the relationship that exists between the dependent variable and the explanatory variables study, is hereby 

presented in Table 4 for model 2, it states the FE regression result that is shown to be significant, based on 

Hausman Specification test, as the prob >chi2 = 0.0005, which is less than 0.05. 

 

 

 

 

 



606 
 

Table 4 Regression Results 

Fixed Effect 

Variables 

Coef. 

Std 

Error 

T P> /t/ 

CONSTANT -1.341736 0.6205308 -2.16 0.036*** 

SIZE 0.2098197 0.0676923 3.10 0.003*** 

LEV 0.0301569 0.0154704 1.95           0.057** 

OWN -0.0046149 0.0727166 -0.06           0.950 

PROFIT 0.597596 0.4687378 0.13           0.899 

AUD  0 Omitted  

R Squared:  

Within 

Between 

Overall 

 

Rho 

F-value 

u_t=0 

P value 

 

0.1852 

0.4736 

0.4416 

 

0.8302 

16.84 

0.0000 

Source: Self-generated from Annual Reports Data of the sampled DMBs (2012-2016), using STATA 12.0 

Output. ***, ** and * indicate 1%, 5% and 10% significant levels respectively. 

 

The result in table 4 shows FE regression test, it indicates that the overall r2 of the study, which is the 

multiple coefficient of determination, to be about 0.442. This signifies that 44% of the total variation in the 

DCMDI of IFRS 7 is cumulatively brought about by the examined explanatory variables (SIZE, LEV, 

OWN, PROFIT and AUD) of the study, while the remaining variation of 56% is influenced by other factors 

not consider by this model. The p value, which is 0.0000 implied that the model is fit and the variables are 

appropriately selected, combined and used to examine the influence of the DCMDI of IFRS 7. Also, the 

table 4.3 result depicts the individual FE estimation of the explanatory variables, where Banks’ size and 
Leverage are shown to have positive and significant impact on the DCMDI at 1% and 5% respectively, 

while profitability have positive but insignificant impact at above 10% on the DCMDI. However, the other 

remaining explanatory variables like OWN have negative relationship and insignificant impact on 

compliance with DCMDI of IFRS7, while AUD was omitted due to likelihood of biased and inconsistency 

relationship with the dependent variable, as the variable has no FE estimation result. The problem of likely 

biased and inconsistent relationship between the explanatory variable (Audit firm engaged) and the DCMDI 

of IFRS 7 was corrected by the use of robust OLS test result (see appendix I), which indicated that Audit 

quality has negative and significant relationship with degree of compliance with mandatory disclosure 

requirement of IFRS7.      

 

Therefore, based on the regressions test results obtained from the model 2, the study’s hypotheses were 
tested as follows; the Ho1: which stated that firm size does not have a significant impact on compliance 

with IFRS 7 disclosure requirements, by the listed DMBS in Nigeria, is thereby rejected based on the ground 
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the FE regression coefficient of determinant is 0.003, which implied that firm size have positive and 

significant impact on the degree of compliance with the disclosure requirement of IFRS 7. The finding of 

this study is in conformity with the postulates of Agency theory and institutional theory, and is also in line 

with the findings of prior empirical studies like Nahar et al. (2016); Al-Maghzom (2016); Horing and 

Grundi (2011); Konishi & Ali (2007); Linsley and Shrives (2006); and Mohobbot (2005) that found positive 

and significant of firms’ size on the degree of compliance with disclosure requirement of standards on risk. 
However, the second hypothesis Ho2 which stated that Firm’s profitability does not have significant impact 
on compliance with IFRS 7 Disclosure requirements, by the listed DMBs in Nigeria, was accepted based 

on the over 10% significant level of the FE regression coefficient of determinants test result depicted by the 

model. This implied that profitability does not have significant impact on the degree of compliance to 

Mandatory disclosure requirement of IFRS 7, by the listed DMBs in Nigeria, which confirm to the findings 

of most prior empirical studies like Aryani (2016); Atanasovski (2015); Al-Shammeri (2014); Horing and 

Grundi (2011); Taylor, et al., (2010); and Konishi & Ali (2007). Also, test result is contrary to some 

postulates of agency and signalling theory, which explained that a highly profitable firm will disclosure 

more information for several benefits, and the nature of the relationship is expected to be positive at all 

time.      

 

More also, the third hypothesis Ho3 which posited that Firm’s leverage does not have a significant impact 
on compliance with IFRS 7 disclosure requirement, by the listed DMBs in Nigeria, was tested and rejected 

by the significant regression model coefficient of determination of 5%. This implied that leverage have 

significant impact on the degree at which the listed DMBs in Nigeria comply with IFRS 7, which is in line 

with the postulate of Agency theory and trade-off theory, and it confirmed to the findings of various prior 

empirical studies like Nahar et al. (2016); and Aryani (2016). While the fourth hypothesis Ho4, which stated 

that Concentrated ownership does not have a significant impact on compliance with IFRS 7 disclosure 

requirements, by the listed DMBs in Nigeria was tested and accepted, based on the negative nature of 

relationship and the insignificant impact it has on the degree of compliance with IFRS 7 disclosure 

requirement with coefficient of determination of about 0.95 significant level. This implied that concentrated 

ownership does not significant influence the listed DMBs in Nigeria to comply with IFRS 7 Disclosure 

requirements, which is in line with prior empirical studies like Atanasovski (2015); Taylor et al. (2010); 

Abraham and Cox (2007); Konishi & Ali (2007); and Mohobbot (2005). The finding of this study 

contravene the postulates of Institutional theory that posited that because of the coercive pressure from the 

internal and external stakeholders, bigger entities tend to disclose more information in their annual reports 

and account.    

 

Lastly, the fifth hypothesis of the study which stated that type of audit firm engaged does not have 

significant impact on compliance with IFRS 7 disclosure requirements, by the listed DMBs in Nigeria, was 

also accepted based on the FE regression model test result for the audit type, which though was omitted due 

to likelihood of bias and inconsistence relationship with the degree of compliance with IFRS 7 disclosure 

requirements. To resolve this, the study corrected the omitted problem associated with audit quality in the 

FE regression model, by adopting the test result of the Robust OLS carried out (see appendix I), which 

indicated that Audit type engaged has negative relationship with significant coefficient value that could 

influence the degree of compliance with IFRS 7 disclosure requirement. Although, the finding of the study 
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is contrary to prior empirical studies (Nahar et al. 2016; Atanasovski, 2015) that found positive and 

significant impact on compliance with the disclosure requirements of IFRSs and the postulates of Agency 

and political cost theories. The negative result found by this study may be due to estimation error in the 

model, and the likelihood of bias and inconsistent predicted relationship reveal by the regression models, 

by omitting the variables.        

 

5.0 CONCLUSION AND RECOMMENDATIONS 

From 1st January 2012 the Nigerian financial reporting environment adopted and aligned itself to the 

requirement of IFRS, on mandatory basis as published by IASB. In view of this, a quite number of studies 

have emanated on this subject matter, with results that reveals several empirical Practical, theoretical and 

methodological implications. The result of this study reveal that on empirical practical ground, the DMBs 

in Nigeria don’t pay significant effort in complying the disclosure requirements of IFRS 7, as the study 
discovered that the average compliance level of the Banks is slightly above 60%, which is though 

satisfactory, but not significant as required in the mandatory disclosure regime and the best global practices. 

And the study’s findings revels that the banks specific attributes examine here, are responsible to about 
44% of the factors that influenced the degree of compliance to the mandatory disclosure requirements of 

IFRS 7, while the remaining 56% are accounted by combined other variables that may be related to 

regulatory authorities, corporate governance variables, and other firms attributed not estimated by the 

study’s regression model. 
 

On the methodological basis, the study employed dichotomous approach in measuring some its variables 

proxies to examine audit quality and the degree of compliance with mandatory disclosure index of the banks 

for the 5 years’ period covered. While on the theoretical implications, postulates of theories like Agency, 
signalling and institutional were explored to guide the study in predicting and examine the present of 

existing relationship between the study Dependent variable proxy by DCMDI and the explanatory variables 

proxies by size, leverage, concentrated ownership, profitability and audit quality. The test results from the 

regression model indicated that size and leverage has positive and significant impact, which is in line with 

the postulated of agency and institutional theory. Profitability have positive but insignificant impact, which 

confirm the postulate of Signalling theory. While Ownership concentration and audit quality have both 

negative and insignificant impact on the degree of compliance to IFRS 7 disclosure requirements, which is 

expected to benefit the existing body of knowledge within the accounting research, regulators and providers 

of accounting services.  

 

Therefore, the paper concluded that regardless of the nature and challenges facing Nigerian reporting 

environment, it findings reveals that some of the bank specific attributes (Size and Leverage) have 

significantly influenced the listed DMBs in Nigeria, to comply at satisfactory level of 61% to the disclosure 

requirements of IFRS 7. The positive relationship on most of the explanatory variables like size, leverage 

and profitability and audit quality found in the regression models, it confirms the prediction of Agency 

theory, signaling theory institutional theory, and political cost theory, as the finding is consistent with 

postulates of the theories was used to guide the study. This implied that bank with bigger firm’s size, 
financial leverage, profitability may pay considerable attention in complying with the required risk 
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qualitative and quantity of information of IFRS 7, which will help the users to make an informed economic 

and investment decision.  

 

The study therefore recommended that the listed DMBs in Nigeria should improve on their degree of 

compliance with IFRS, which is from the present satisfactory level of 61% to a significant level of 90% and 

above. Also, the study recommends for further studies, that will investigate the determinants of compliance 

with IFRS 7 disclosure requirements, in other sectors like Insurance and manufacturing, that also undertakes 

financial instrument transaction, which is a scope that was not covered by this study.  
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Appendix I 

 ___  ____  ____  ____  ____ (R) 
 /__    /   ____/   /   ____/ 
___/   /   /___/   /   /___/   14.0   Copyright 1985-2015 StataCorp LP 
  Statistics/Data Analysis            StataCorp 
                                      4905 Lakeway Drive 
     Special Edition                  College Station, Texas 77845 USA 
                                      800-STATA-PC        http://www.stata.com 
                                      979-696-4600        stata@stata.com 
                                      979-696-4601 (fax) 
Single-user Stata perpetual license: 
       Serial number:  10699393 
         Licensed to:  Yahaya UU 
                       ATBU Bauchi 
Notes: 
      1.  Unicode is supported; see help unicode_advice. 
      2.  Maximum number of variables is set to 5000; see help set_maxvar. 
Checking for updates... 
(contacting http://www.stata.com) 
host not found 
http://www.stata.com did not respond or is not a valid update site 
unable to check for update; verify Internet settings are correct. 
 
. *(8 variables, 65 observations pasted into data editor) 
. summarize dcmdi size lev own profit aud 
    Variable |       Obs        Mean    Std. Dev.       Min        Max 
-------------+-------------------------------------------------------- 
       dcmdi |        65    .6054708    .1182834      .2479      .7851 
        size |        65    9.151671    .3012455     8.1189     9.6755 
         lev |        65    .9100723    .7297988      .1204     6.5756 
         own |        65    .3793769    .2349442          0      .8589 
      profit |        65    .0218985    .0227768     -.0559      .1383 
-------------+--------------------------------------------------------
         aud |        65    .9230769    .2685431          0          1 
. correlate dcmdi size lev own profit aud 
(obs=65) 
            |    dcmdi     size      lev      own   profit      aud 
-------------+------------------------------------------------------ 
       dcmdi |   1.0000 
        size |   0.5987   1.0000 
         lev |  -0.0199  -0.4423   1.0000 
         own |  -0.4394  -0.4295  -0.0278   1.0000 
      profit |   0.3798  -0.0725   0.6533  -0.0687   1.0000 
         aud |   0.2451   0.5021   0.0231  -0.1566   0.2779   1.0000 
 
. regress dcmdi size lev own profit aud 
      Source |       SS       df       MS              Number of obs =      65 
-------------+------------------------------           F(  5,    59) =   18.61 



616 
 

       Model |  .548025393     5  .109605079           Prob > F      =  0.0000 
    Residual |  .347396958    59  .005888084           R-squared     =  0.6120 
-------------+------------------------------           Adj R-squared =  0.5792 
       Total |  .895422351    64  .013990974           Root MSE      =  .07673 
------------------------------------------------------------------------------ 
       dcmdi |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval] 
-------------+---------------------------------------------------------------- 
        size |   .2628355   .0506385     5.19   0.000     .1615081     .364163 
         lev |  -.0121073   .0213343    -0.57   0.573    -.0547971    .0305825 
         own |  -.0796302   .0478137    -1.67   0.101    -.1753052    .0160449 
      profit |   2.802711   .6022461     4.65   0.000     1.597619    4.007803 
         aud |  -.1162662   .0451062    -2.58   0.012    -.2065235    -.026009 
       _cons |  -1.712738    .461274    -3.71   0.000    -2.635745   -.7897305 
------------------------------------------------------------------------------ 
 
. predict e 
(option xb assumed; fitted values) 
. vif 
 
    Variable |       VIF       1/VIF   
-------------+---------------------- 

         lev |      2.63    0.379517 

        size |      2.53    0.395359 

      profit |      2.05    0.488946 

         aud |      1.59    0.627039 

         own |      1.37    0.729053 

-------------+---------------------- 

    Mean VIF |      2.04 

 

. swilk e 

                   Shapiro-Wilk W test for normal data 

 

    Variable |    Obs       W           V         z       Prob>z 

-------------+-------------------------------------------------- 

           e |     65    0.96178      2.216     1.723    0.04247 

 

. hettest 

Breusch-Pagan / Cook-Weisberg test for heteroskedasticity  

         Ho: Constant variance 

         Variables: fitted values of dcmdi 

         chi2(1)      =     8.54 

         Prob > chi2  =   0.0035 

 

. ovtest 

Ramsey RESET test using powers of the fitted values of dcmdi 
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       Ho:  model has no omitted variables 

                  F(3, 56) =      1.37 

                  Prob > F =      0.2608 

 

. xtset bankcodes year, yearly 

       panel variable:  bankcodes (strongly balanced) 

        time variable:  year, 2012 to 2016 

                delta:  1 year 

. regress dcmdi size lev own profit aud, robust 

Linear regression                                      Number of obs =      65 

                                                       F(  5,    59) =   16.48 

                                                       Prob > F      =  0.0000 

                                                       R-squared     =  0.6120 

                                                       Root MSE      =  .07673 

------------------------------------------------------------- ----------------- 

             |               Robust 

       dcmdi |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval] 

-------------+---------------------------------------------------------------- 

        size |   .2628355   .0542673     4.84   0.000     .1542469    .3714242 

         lev |  -.0121073   .0208909    -0.58   0.564      -.05391    .0296954 

         own |  -.0796302   .0607534    -1.31   0.195    -.2011974    .0419371 

      profit |   2.802711   .7030743     3.99   0.000     1.395862    4.209559 

         aud |  -.1162662    .040762    -2.85   0.006    -.1978308   -.0347017 

       _cons |  -1.712738   .5001951    -3.42   0.001    -2.713626   -.7118495 

------------------------------------------------------------------------------ 

 

. xtreg dcmdi size lev own profit aud, re 

Random-effects GLS regression                   Number of obs      =        65 

Group variable: bankcodes                       Number of groups   =        13 

R-sq:  within  = 0.1713                         Obs per group: min =         5 

       between = 0.5653                                        avg =       5.0 

       overall = 0.5215                                        max =         5 

                                                Wald chi2(5)       =     25.69 

corr(u_i, X)   = 0 (assumed)                    Prob > chi2        =    0.0001 

------------------------------------------------------------------------------ 

       dcmdi |      Coef.   Std. Err.      z    P>|z|     [95% Conf. Interval] 

-------------+---------------------------------------------------------------- 

        size |   .2545556   .0546611     4.66   0.000     .1474218    .3616895 

         lev |   .0283408   .0151867     1.87   0.062    -.0014246    .0581061 

         own |  -.0571498   .0560018    -1.02   0.307    -.1669114    .0526118 

      profit |   .5171411   .4594117     1.13   0.260    -.3832893    1.417571 

         aud |  -.0571874   .0826216    -0.69   0.489    -.2191228     .104748 
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       _cons |  -1.686785   .4854664    -3.47   0.001    -2.638282   -.7352888 

-------------+---------------------------------------------------------------- 

     sigma_u |  .06669434 

     sigma_e |   .0393217 

         rho |  .74205695   (fraction of variance due to u_i) 

------------------------------------------------------------------------------ 

. estimate store random 

. xtreg dcmdi size lev own profit aud, fe 

note: aud omitted because of collinearity 

Fixed-effects (within) regression               Number of obs      =        65 

Group variable: bankcodes                       Number of groups   =        13 

R-sq:  within  = 0.1851                         Obs per group: min =         5 

       between = 0.4736                                        avg =       5.0 

       overall = 0.4416                                        max =         5 

                                                F(4,48)            =      2.73 

corr(u_i, Xb)  = 0.2476                         Prob > F           =    0.0400 

 

------------------------------------------------------------------------------ 

       dcmdi |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval] 

-------------+---------------------------------------------------------------- 

        size |   .2097241   .0676979     3.10   0.003     .0736083    .3458399 

         lev |   .0301349   .0154728     1.95   0.057    -.0009753    .0612451 

         own |  -.0045856   .0727244    -0.06   0.950    -.1508077    .1416365 

      profit |   .0602059   .4691314     0.13   0.898     -.883046    1.003458 

         aud |          0  (omitted) 

       _cons |  -1.340859   .6205777    -2.16   0.036    -2.588614   -.0931034 

-------------+---------------------------------------------------------------- 

     sigma_u |  .08694754 

     sigma_e |   .0393217 

         rho |  .83020163   (fraction of variance due to u_i) 

------------------------------------------------------------------------------ 

F test that all u_i=0:     F(12, 48) =    16.83              Prob > F = 0.0000 

 

. estimate store fixed 

. hausman random fixed 

                 ---- Coefficients ---- 

             |      (b)          (B)            (b-B)     sqrt(diag(V_b-V_B)) 

             |     random       fixed        Difference          S.E. 

-------------+---------------------------------------------------------------- 

        size |    .2546155     .2098197        .0447959               . 

         lev |     .028371     .0301569       -.0017859               . 

         own |   -.0571457    -.0046149       -.0525309               . 
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      profit |    .5161019     .0597596        .4563423               . 

------------------------------------------------------------------------------ 

                           b = consistent under Ho and Ha; obtained from xtreg 

            B = inconsistent under Ha, efficient under Ho; obtained from xtreg 

    Test:  Ho:  difference in coefficients not systematic 

                  chi2(4) = (b-B)'[(V_b-V_B)^(-1)](b-B) 

                          =       19.96 

                Prob>chi2 =      0.0005 

                (V_b-V_B is not positive definite) 

 

. xtreg dcmdi size lev own profit aud, fe robust 

note: aud omitted because of collinearity 

Fixed-effects (within) regression               Number of obs      =        65 

Group variable: bankcodes                       Number of groups   =        13 

R-sq:  within  = 0.1851                         Obs per group: min =         5 

       between = 0.4736                                        avg =       5.0 

       overall = 0.4416                                        max =         5 

                                                F(4,12)            =      3.73 

corr(u_i, Xb)  = 0.2476                         Prob > F           =    0.0340 

                             (Std. Err. adjusted for 13 clusters in bankcodes) 

------------------------------------------------------------------------------ 

             |               Robust 

       dcmdi |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval] 

-------------+---------------------------------------------------------------- 

        size |   .2097241   .0707405     2.96   0.012     .0555938    .3638543 

         lev |   .0301349   .0090701     3.32   0.006     .0103728     .049897 

         own |  -.0045856   .0563406    -0.08   0.936    -.1273412      .11817 

      profit |   .0602059   .5340186     0.11   0.912    -1.103321    1.223732 

         aud |          0  (omitted) 

       _cons |  -1.340859   .6498754    -2.06   0.061    -2.756815    .0750982 

-------------+---------------------------------------------------------------- 

     sigma_u |  .08694754 

     sigma_e |   .0393217 

         rho |  .83020163   (fraction of variance due to u_i) 

------------------------------------------------------------------------------ 
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APPENDIX II 

STUDY’S DEPENDENT AND EXPLANATORY VARIABLES 

BANKS 

BANK 

Codes Year DCMDI SIZE LEV OWN PROFIT AUD 

ACCESS 10 2012 0.661157 9.180629 0.84323 0.3248 0.024429 1 

ACCESS 10 2013 0.702479 9.231494 0.856122 0.3532 0.018406 1 

ACCESS 10 2014 0.710744 9.297094 0.861674 0.3209 0.023281 1 

ACCESS 10 2015 0.743802 9.382335 0.850628 0.2280 0.027025 1 

ACCESS 10 2016 0.760331 9.490635 0.863792 0.2087 0.026037 1 

Diamond 20 2012 0.495868 9.024952 0.898676 0.2970 0.026781 1 

Diamond 20 2013 0.512397 9.131917 0.897926 0.4082 0.02454 1 

Diamond 20 2014 0.53719 9.243105 0.882498 0.4402 0.013948 1 

Diamond 20 2015 0.520661 9.191875 0.866018 0.5032 0.003325 1 

Diamond 20 2016 0.578512 9.220764 0.872881 0.4509 0.001979 1 

ECO 30 2012 0.495868 9.122319 0.884082 0.4249 0.003944 1 

ECO 30 2013 0.495868 9.164594 0.892781 0.4564 0.007211 1 

ECO 30 2014 0.504132 9.509887 0.30008 0.6250 0.003164 1 

ECO 30 2015 0.495868 9.521165 0.300412 0.6310 0.003917 1 

ECO 30 2016 0.512397 9.461302 0.307384 0.6860 -0.00288 1 

FBNH 40 2012 0.743802 9.503263 0.862263 0.0000 0.029095 1 

FBNH 40 2013 0.743802 9.511426 0.891976 0.0000 0.023672 1 

FBNH 40 2014 0.743802 9.542934 0.878813 0.0550 0.023307 1 

FBNH 40 2015 0.743802 9.522754 0.862036 0.0000 0.000654 1 

FBNH 40 2016 0.743802 9.675486 0.874369 0.0000 0.001607 1 

FCMB 50 2012 0.495868 8.949543 0.852984 0.3742 0.01825 1 

FCMB 50 2013 0.53719 8.118867 6.575594 0.4449 0.138303 1 

FCMB 50 2014 0.561983 9.06795 0.862861 0.4600 0.020475 1 

FCMB 50 2015 0.595041 9.064284 0.859951 0.4340 0.0067 1 

FCMB 50 2016 0.578512 9.069216 0.847479 0.3605 0.015742 1 

FDB 60 2012 0.495868 9.124841 0.90952 0.0000 0.027485 1 

FDB 60 2013 0.528926 9.227802 0.908856 0.0000 0.037036 1 

FDB 60 2014 0.53719 9.07446 0.854164 0.0806 0.013071 1 

FDB 60 2015 0.578512 9.090513 0.851009 0.0660 0.011386 1 

FDB 60 2016 0.512397 9.113322 0.857179 0.0000 0.008521 1 

GTB 70 2012 0.743802 9.2096 0.816987 0.3190 0.061804 1 

GTB 70 2013 0.743802 9.27975 0.826899 0.3383 0.052753 1 

GTB 70 2014 0.743802 9.327688 0.826235 0.3745 0.051899 1 

GTB 70 2015 0.760331 9.357483 0.821917 0.3798 0.049625 1 

GTB 70 2016 0.743802 9.417196 0.817506 0.3852 0.058931 1 

STERB 80 2012 0.661157 8.830473 0.873465 0.6067 0.016861 1 

STERB 80 2013 0.68595 8.881642 0.867084 0.6067 0.035143 1 
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STERB 80 2014 0.669421 8.974014 0.872341 0.6067 0.046211 1 

STERB 80 2015 0.702479 8.972001 0.862445 0.6067 0.025226 1 

STERB 80 2016 0.743802 9.022644 0.866357 0.6067 0.035319 1 

STERB 90 2012 0.413223 8.763597 0.120397 0.3519 0.012839 1 

STERB 90 2013 0.446281 8.849543 1.04613 0.3798 0.013165 1 

STERB 90 2014 0.495868 8.916211 0.897257 0.4533 0.013035 1 

STERB 90 2015 0.504132 8.902792 0.880461 0.4534 0.01378 1 

STERB 90 2016 0.528926 8.919498 0.896872 0.5036 0.007244 1 

UBA 100 2012 0.661157 9.286246 0.886027 0.1863 0.030073 1 

UBA 100 2013 0.661157 9.345847 0.882955 0.1421 0.025281 1 

UBA 100 2014 0.669421 9.369004 0.879457 0.1461 0.018119 1 

UBA 100 2015 0.661157 9.345636 0.847392 0.2460 0.022891 1 

UBA 100 2016 0.702479 9.404763 0.846077 0.2320 0.0227 1 

UBN 110 2012 0.247934 8.947663 0.806343 0.8504 0.003878 1 

UBN 110 2013 0.454545 8.945516 0.787116 0.8143 0.004763 1 

UBN 110 2014 0.495868 8.963896 0.776938 0.8228 0.022485 1 

UBN 110 2015 0.53719 8.99919 0.768901 0.8589 0.018175 1 

UBN 110 2016 0.512397 9.050567 0.776286 0.8589 0.014139 1 

UNITY 120 2012 0.495868 8.597388 0.869964 0.2613 0.015617 0 

UNITY 120 2013 0.504132 8.605983 0.930103 0.2442 -0.05595 0 

UNITY 120 2014 0.512397 8.616271 0.815478 0.6729 0.026028 0 

UNITY 120 2015 0.495868 8.646718 0.813736 0.6731 0.010577 0 

UNITY 120 2016 0.520661 8.692566 0.831317 0.6778 0.004432 0 

ZB 130 2012 0.743802 9.386835 0.820261 0.2261 0.038594 1 

ZB 130 2013 0.735537 9.459195 0.835821 0.2612 0.032691 1 

ZB 130 2014 0.760331 9.534511 0.850253 0.2566 0.0315 1 

ZB 130 2015 0.743802 9.574069 0.85416 0.2975 0.030723 1 

ZB 130 2016 0.785124 9.631823 0.856118 0.3251 0.032665 1 

 

 


