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The impact of applying governance mechanisms on the quality of accounting disclosure —
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Abstract :

The study aimed to measure the impact of banking governance mechanisms on the quality of accounting
disclosure in the Saudi Arabian stock market (Trading). The study sample consisted of 10 commercial banks
for the period from 2019 to 2023. The study relied on panel data analysis and used multiple regression to test
the hypotheses. The quality of accounting disclosure was measured by constructing an accounting disclosure
guality index based on fundamental qualitative characteristics (relevance, faithful representation), which
includes 10 items, and an accounting disclosure quality index based on enhancing qualitative characteristics
(understandability, verifiability, comparability, timeliness), which includes 15 items, adopting the scale of
Braam & Beest (2013) and the conceptual framework for financial reporting according to the latest update in
2018.

The results of the study showed a positive effect of the board size, the financial expertise of the board, and
the size of the audit committee on the level of accounting disclosure quality based on fundamental qualitative
characteristics, and a positive effect of board independence on the quality of accounting disclosure based on
enhancing qualitative characteristics. The results also indicated no effect of audit committee activity on the
level of accounting disclosure quality. The study concluded with several recommendations, the most important
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of which is the necessity of activating the role of the audit committee to improve the quality of accounting
disclosure in the financial reports of Saudi commercial banks. The study also recommends conducting future
studies to test the impact of governance mechanisms on different dimensions of accounting disclosure quality
separately, to better understand the influencing factors.

Keywords : governance mechanisms, quality of accounting disclosure, fundamental qualitative characteristics,
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IND

LEV

0.054907
0.7049

0.277570
0.0510

-0.108566
0.4530

0.492205
0.0003

-0.053756
0.7108

0.183505
0.1546

-0.199412
0.1650

0.150338
0.2974

0.107989
0.4554

0.092547
0.5227

0.256231
0.0325

-0.038476
0.6048

1.00000
0

1 0

0.212660.15821 1.00000
0 1 0

0.1381 0.2725 -----
0.172590.360240.27808 1.00000
1 3 1 0
0.2307 0.0102 0.0505  -----

0.304240.09996 0.11004 0.30421 1.00000

9 4 3 7
0.0317 0.4898 0.4468 0.1317
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0.035470.173190.08654 0.14653 0.23787 1.00000

7 3 5 4

0

0.0101 0.1200 0.6434 0.1201 0.1087 0.3485 -----
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Sdalas OB M3 U] BLAYL Ades bl 2k S iy IND aze 8 (SQC_DISQUA) ol Ly
s ACSIZE,BRDSIZE . sy JIND,ACM Ll Apedd) Ol on o bL3Y)
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g de ylas1—6

L VIe)

Im. Pesaran ,Levin. Lin & Chu t susgi jusr ohlas! oo addie o) )l plisanl ks a0 ots (3
e ohlas Y eds dasy PP - Fisher Chi-square ;ADF - Fisher Chisquare ; and ShinW-stat

) ) ) eV ods ks ol By 3dgll )t se) & dal) A 4l
Al Al &l el Bas gl yda JLES) 1(03) pd Jgaad)

Levin. Lin & Im. Pesaran and ADF - Fisher PP - Fisher Chi-
Chut Shin W-stat Chisquare square
10.1924-*** 2.48732-%** 25.8785* 38.6259%**
BQC_DISQUA (0.0000) (0.0064 ) (0.0058) (0.0012)
7.95439-*** 0.65338- 13.3076 34,4467 ***
SQC_DISQUA (0.0000) (0.2568) (0.5025) (0.0018)
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D 6.13680 ** 0.34383 11.6401 22 220%
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SExP 6.89973%* 11.98180** 19.8496 223220
(0.0000) 0.0238 0.0700 0.0341
- 71.9815- 24.7622- 54.8206 66.4004% %%
(0.0000) (0.0000) (0.0000) (0.0000)
1471025 0.63730- 217119
LEV (0.0000) (0.2620) (0.3563) 38.7794

* kR ek i e %1 95 910 oo JﬁT Sgtms is Bygime (1| 723,
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%05 o B o 3=V cmgisand Shinlm. Pesaran st ms Wl cobaad) mad %5 0 Bl 2l V) cils”
ADF L) o5 wils by ol 22d %05 ojpidy BEXP 4 BSIZE ,BQC_DISQUA w0 S
<jsds BSIZE ;BQC_DISQUA iy o I3 %5 a0 Bl (o b= 7955 — Fisher Chisquare

ol pad) a3) %5
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psdW g (3 2Ll sda il il ks
BQC_DISQUA 330l o) Jib z3U pus il (04)y Jgudr!
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0.002713 0.004166 0.003577 ACM
(0.6998) (0.1403) (0.2511)

0.018483 0.011554 0.015044 ACSIZE
(0.1760) (0.1967) (0.0173)

4.775606 -1.142073 6.791610 BEXP
(0.4635) (0.6967) (0.0265)

0.053718 0.011936 0.058824 BRDSIZE
(0.0018) (0.0327) (0.0000)

0.106023 0.025215 0.113183 IND
(0.5053) (0.6697) (0.1320)

0.007366 -0.003351 0.006006 LEV
(0.2576) (0.1740) (0.0362)

-0.024916 0.041815 -0.022052 BSIZE
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(0.3042) (0.0028) (0.0542)

0.395748 -0.336765 0.306248 C

(0.3520) (0.1424) (0.1203)

0.190622 0.903068 0.725706 Adjusted R-squared
2.648620 29.53178 19.52005 F-statistic
0.023115 0.000000 0.000000 Prob(F-statistic)
2.057931 2.099329 1.685449 Durbin-Watson
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-0.001005 -0.000242 0.001466 ACM
(0.6865) (0.7963) (0.5924)

0.000868 -0.003142 0.003597 ACSIZE
(0.8542) (0.2708) (0.5642)

1.830073 0.870316 3.713132 BEXP
(0.5071) (0.5415) (0.1701)

0.006822 0.003276 0.010612 BRDSIZE
(0.3361) (0.3348) (0.0486)
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