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Abstract: This study aims to examine the impact of board characteristics (BCs) on banks’ annual
reports readability (BARR). Further, it examines whether bank size (BS) moderates the association
between BC and BARR. The study employs a sample of 208 bank-year observations from both listed
and non-listed banks in the Egyptian stock exchange (EGX), utilizing data spanning from 2016 to 2023.
The study employs a random-effect regression model to test the hypotheses and discuss the results.
The results suggest that BARR has a significant association with board meetings, gender and cultural
diversity. Furthermore, BS played a moderating role in determining the association between BCs and
BARR, supporting the second hypothesis. The findings show that the BCs and disclosure quality
differ for banks of varying sizes. The findings have practical implications for the Egyptian banking
sector, highlighting that board structure is critical to transparency and maintaining public trust.
Additionally, the results focus policymakers’ attention on standardizing the contents and structure of
banks’ annual reports, with the aim of reducing managers’ manipulation of disclosures and reducing
the level of information asymmetry between stockholders, as suggested by the agency theory.

Keywords: annual reports readability; board characteristics; bank size; banking sector; emerging
economy; Egypt

1. Introduction

Banking performance and financial condition are typical indicators of an economy’s
financial health. Management is expected to provide annual reports that give a thorough
examination of the organization’s activities and financial status. Reading annual reports im-
proves information quality and meets decision-makers’ needs (Herenia et al. 2024; Jayasree
and Shette 2021; Seifzadeh et al. 2021). As a crucial part of the annual report, accounting
narratives are an emerging trend (Herenia et al. 2024). Financial statements should take
into account both narrative and quantitative information, since they are equally important
(El-Sayed et al. 2021; Metwally 2022; Metwally et al. 2021). Thus, clear communication
between stakeholders and management depends heavily on readability (Hasan et al. 2020).
The board of directors (BOD) is required to disseminate information about its financial and
operational performance to interested parties like shareholders, investors, financial analysts,
and government authorities to support their decisions (Dalwai et al. 2021; Jayasree and
Shette 2021). However, based on the signaling theory, company narrative disclosures can
signal a specific situation by concealing negative events that may affect their competitive
position (Abdelazim et al. 2023).

In unstable economies, the corporate governance structure plays a critical role in
decreasing capital costs, especially in emerging markets such as the Middle East. In com-
parison to companies operating in more stable cultural, economic, and social contexts, those
operating in these environments frequently have weaker governance structures. Under
the Companies Law Central Bank of Egypt (CBE) Law No. 194 of 2020 and the Corporate
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Governance Code 2005, countries like Egypt strive toward creating a business environ-
ment that attracts foreign investment (Ebaid 2023; Mousa et al. 2023). They also work
hard to harmonize with International Financial Reporting Standards (IFRS) by enhancing
the transparency and quality of information through the mandatory disclosure of banks’
annual reports. This regulation necessitates a thorough examination of the reports, which
frequently include optional disclosures like social responsibilities (El-Diftar et al. 2017;
Albitar et al. 2022). The length, linguistic intricacy, and style of these documents—which
are linked to the attributes of the BOD and the significance of implementing the Corporate
Governance Code (CGC) into practice—are given for managers and directors to decide.

According to management theory, low-profit companies may use complex language
in their disclosures, causing information asymmetry due to low understandability by users
(Ajina et al. 2016). To resolve these understandability and information asymmetry issues,
regulators make changes to the governance and disclosure requirements to enhance the
readability of financial reporting periodically. The Egyptian government keeps account-
ing and auditing standards up to date and improves financial reporting preparation and
transparency, emphasizing the significance of disclosing both financial and non-financial
information, including forward-looking data, to enhance transparency and foster relation-
ships with stakeholders, both of which are essential for improving organizations’ future
performance (Abdelazim et al. 2023).

In response to international stock exchanges, the EGX made many structural changes.
These changes included updating governance code and structures to enhance the role of
audit committee supervision and to improve board responsibilities (Khlif and Samaha
2016). Despite multiple changes to the Egyptian governance code, previous studies have
found weaknesses in board responsibilities, especially BOD characteristics, disclosure, and
transparency (Ebrahim and Fattah 2015). Egypt’s unique CG structure may affect narrative
disclosures and readability. Thus, studying how BCs affect Egyptian BARR is intriguing.

There are requests for BODs to be more diverse all across the world (Ali et al. 2024).
Thus, BOD characteristics (i.e., size, gender, education, and independence limitations)
are found to have different effects on the readability of annual reports. Therefore, BOD
characteristics, as one of the corporate governance mechanisms, can play a crucial role in
the readability of the bank’s annual reports. Based on the available theoretical literature,
most prior studies have focused on the association between firm profitability and the
readability of annual reports (Hasan et al. 2020; Rahman and Kabir 2023) and found that
less profitable firms have longer and more complicated annual reports.

Additionally, Ertugrul et al. (2017), Lo et al. (2017), and Loughran and McDonald
(2014) show that factors such as earnings management, financial reporting regulations,
sustainability, disclosures, and ownership structure explain the variation in the readability
of a company’s annual reports. From a managerial power perspective, it has been argued
(Andreou et al. 2017; Hasan et al. 2020) that annual reports with more accessible narrative
disclosures reflect the company’s actual performance. The employment of skilled managers
who can handle the complex work environment may be a driving factor in this connection.
Therefore, rather than placing the blame on the manager, it could be argued that businesses’
selection of management teams is responsible for the decline in readability.

This study poses the following research questions: What characteristics of the Board of
Directors (BOD) influence the readability of accounting disclosure in the annual reports of
Egyptian banks within their legal framework? Does the bank size moderate the relationship
between board characteristics and BRAA?

This study makes several contributions to the literature. First, this study builds on
previous studies examining the readability of annual reports and narrative disclosure, which
mostly focus on firms rather than banks (e.g., Adhariani and Du Toit 2020; Dalwai et al. 2021;
Haris et al. 2019). Exploring such issues in the banking sector is crucial due to the fact that
the financial sector, especially the banking sector, has institutional and regulatory differences
compared to other sectors. The complexity of financial data, the necessity of extensive and
compact disclosures, and the wide range of interested parties dealing with savings and loans
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play a main role in increasing the level of complexity of banks’ annual reports; therefore, a
balance between providing detailed information and clearly communicating it needs to be
struck (Guay et al. 2016; Li et al. 2021; Hassan et al. 2023).

Second, this study explores the readability of annual reports in banks in Egypt as
a developing country, where the issuance of annual reports is still mandatory only for
listed banks and voluntary for others. The research utilizes Egyptian data for these reasons.
The absence of strong corporate governance standards in Egypt (Ebaid 2023; Mousa et al.
2023) reduces transparency and accountability in Egyptian enterprises. This lets business
managers choose the content reported and its format. Second, Egyptian enterprises are not
required to submit annual financial statements (Ezat 2019). Egyptian enterprises’ annual
reports have no stipulated structure, enabling corporate managers to include information.
Thus, Egyptian enterprises’ voluntary disclosure processes and annual report readability
may vary.

To the best of the researchers’ knowledge, this is the first evidence of how several
BOD characteristics affect the readability of annual reports in the Egyptian banking sector.
Finally, this study extends prior studies that either examined the readability of annual
reports or the performance relationship (e.g., Hasan et al. 2020; Rahman and Kabir 2023).
However, this study examines how bank size can moderate the relationship between board
characteristics (e.g., board size, independence of BOD, gender diversity, BOD meetings,
and BOD culture diversity) and the readability of annual reports. To the best of the authors’
knowledge, this is the first study to examine such a moderating effect.

This study adds substantial value to the literature on BOD characteristics based on the
Egyptian corporate governance code by identifying numerous BOD features that influence
the readability of annual reports generated using the Egyptian corporate governance
framework. To the best of our knowledge, this study is one of the few that focuses on
the characteristics of the BOD that influence the readability of accounting information
in annual reports under the Egyptian bank’s legal framework. As such, it examines a
rapidly changing economic environment with significant uncertainty for corporate boards
of directors, as well as a legal framework that has direct influences on stakeholder decisions.

The remaining content is presented as follows: The second section provides infor-
mation about the readability of annual reports and corporate governance, and discusses
previous studies on the development of hypotheses. The third section presents the research
methodology, which includes sample selection and the collection of data, measurement of
variables, and empirical models. The fourth section presents the results accompanied by a
discussion. The fifth section provides conclusions, limitations, and recommendations for
future research.

2. Contextual Ramifications

This study’s theoretical framework is grounded in agency theory. From an agency
standpoint, efficient governance involves supervising managers to safeguard shareholders
by minimizing opportunistic actions and associated agency expenses, as well as diminishing
conflicts of interest (Brown et al. 2011; Bruno and Claessens 2010). Egypt is a significant
and growing market in the Middle East and North Africa (MENA) region. In 1991, Egypt
transitioned from a centrally planned economy to a free-market system, making more
progress than other emerging economies in the economic reform and investment climate
to attract regional and foreign investors (Shahwan 2015). However, political events like
the 2011 Arab Spring revolution negatively affected its corporate accounting practices.
An important outcome of this economic change has been a revived focus on the extent
and quality of corporate governance regulations in Egyptian companies (Shahwan and
Habib 2020). Due to the lack of supervisory and regulatory authorities, disclosure practices
varied from 2011 to 2013 (El-habashy 2019; Razek 2014). This may have affected corporate
disclosure readability. Egyptian accounting measurements and disclosure requirements are
more secretive, conservative, and opaque (Ebrahim and Fattah 2015). Thus, the reliability
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of annual reports and corporate transparency need to be improved in order to preserve
financial market confidence and attract investors (Efunniyi et al. 2024; Hassaan et al. 2023).

The effectiveness of corporate governance mechanisms in the banking industry, par-
ticularly the characteristics of the board of directors (BOD), is crucial. Over the past two
decades, Egypt’s economic environment has undergone significant changes to globalize
its capital market and attract foreign investment (Nasr and Ntim 2018). One of the most
significant improvements has been the formulation of rules related to corporate governance.
The corporate governance code, introduced in 2005, has been revised and amended in
2011 to reflect global and national changes; this code offers recommendations for optimal
methods related to corporate governance. The code covers aspects such as board com-
position, shareholder entitlements, transparency, and information provision. In 2021, the
Egyptian Stock Exchange’s listing rules were set by the Financial Regulatory Authority
(FRA), requiring 25% or two women on the board of directors within a year (El-Dyasty and
Elamer 2020; Ramadan and Hassan 2022). As stated by Lending and Vähämaa (2017), the
professional performance of a company’s board of directors is influenced by factors such as
their level of independence, the concentration of ownership, and accounting.

The Central Bank and Banking Sector Law, also known as Law No. 194 of 2020,
governs corporate governance in Egypt. It mandates corporations to establish a board of
directors to supervise management activities and ensure that strategic goals are achieved.
Shareholder rights are crucial for effective corporate governance in Egypt, allowing share-
holders to participate in general meetings, vote on significant resolutions, and obtain timely
company information. Egypt is enhancing its corporate governance framework to attract
investment and stimulate economic growth through transparency, accountability, and busi-
ness performance. The enforcement of governance in Egypt remains insufficient, resulting
in varying practices among organizations (El-Diftar et al. 2017; Albitar et al. 2022). The
Egypt Code of Corporate Governance Guidelines and Standards is not legally binding,
except for companies listed on the stock exchange and banks (Abdollahi and Rezaei 2020).
As a result, mandatory disclosures are often treated as voluntary (El-Sayed Ebaid 2011).
Corporate governance mechanisms in Egypt are still in their infancy, contributing to low
levels of transparency and accountability within firms (Desoky and Mousa 2012; Ezat 2019).
Although companies are not required by regulatory bodies to issue annual reports, they
are expected to submit audited financial statements to the Egyptian Stock Exchange (Ezat
2019). There is also no standardized format for these reports, allowing corporate managers
flexibility in shaping their content. This paper aims to explore whether significant differ-
ences exist in the voluntary disclosure practices and readability of annual reports across
Egyptian institutions.

3. Literature Review and Hypotheses Development
3.1. Readability of Annual Reports and Board Characteristics

In theory, annual reports that make financial data readable and understandable are
crucial in financial reporting. There are many theories explaining why it is hard to un-
derstand annual reports and why business managers obfuscate information. This study’s
theoretical framework is grounded in agency and signaling theory, mainly focused on the
challenges associated with comprehending annual reports and the intention of corporate
managers to make them unclear. Agency theory specifically examines the relationship
between principals, who are the owners, and agents, who are the managers. Informa-
tion messages, such as annual reports, play a crucial role in signaling theory by serving
as a means of communication between management and external stakeholders. This is
particularly important because of the separation between ownership and management
(Jayasree and Shette 2021). Financial reporting primarily centers around annual reports,
which facilitates the reading and interpretation of financial information.

No single theory explains how BCs affect the readability of annual reports. Ac-
cording to agency and signaling theories, the corporate governance structure affects the
readability of board reports. An effective corporate governance system may prevent
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the manipulation of the annual report writing style and improve financial transparency,
and managers may benefit financially from superior performance (Herenia et al. 2024;
Xu et al. 2019). The agency theory states that managers use annual reports to manipu-
late the market by emphasizing positive information and hiding negative information.
Annual reports’ ambiguity might cause a mismatch between management and the pub-
lic. Managers might modify annual reports’ readability to hide losses and highlight
successes (Abu Bakar and Ameer 2011). Based on the impression management theory
(Jones et al. 2021), obfuscation is defined as the purposeful modification of the content
of annual reports by management in order to manipulate users’ impressions through
different narrative disclosures tools. Herenia et al. (2024) indicated that easy-to-read
yearly reports enhance credibility. Managers may also complicate communication to hide
inadequate company performance. Signaling theory indicates that managers provide
investors with narratives, according to Abu Bakar and Ameer (2011). High-performing
management clarifies its annual reports, whereas low-performing management conceals
negative facts with complicated statements (Bonsall and Miller 2017).

The existing empirical literature indicates that there are numerous aspects to con-
sider. Prior research investigates the readability of English written texts and focuses on its
association with various issues such as financial statement complexity (Guay et al. 2016;
Mankayi et al. 2023); this is because it is indicated that complicated financial statements
have a detrimental impact on the information environment as there is a direct correlation
between the complexity of financial statements and the level of voluntary disclosure that
follows, as managers may use voluntary disclosure as a strategy to reduce the adverse
impact of intricate financial statements on the information environment. The other research
stream focused on measuring the readability of corporate social responsibility (CSR) re-
ports by investigating whether companies emphasize good CSR information by increasing
the readability of their CSR reports (Bacha and Ajina 2020; Li et al. 2021; Lo et al. 2017;
Wang et al. 2018). They indicated that businesses could provide more favorable CSR in-
formation in order to improve their reputations, as organizations exhibiting strong CSR
practices tend to highlight their CSR accomplishments by disclosing them in clear terms.
To limit readers’ responses to the unfavorable CSR information given in annual reports,
companies with a worse CSR performance are more likely to employ complex language or
terms (Metwally et al. 2024).

The most significant methods used for assessing readability are those that have been
highlighted in the literature. The readability of the board of directors’ reports may be
measured using the LIX formula (Ezat 2019). The Flesch Readability Ease Index (FREI), as
proposed by Jang and Rho (2016), Jayasree and Shette (2021) and Moreno and Casasola
(2016), is an alternative measure for readability used to evaluate texts and establish the
readability of annual reports. In the same stream, Richards and Van Staden (2015) also
integrate the Flesch index and the Fog index. The Fog Index is used by Ginesti et al.
(2018) and Loughran and McDonald (2014) as a readability metric for documents. Velte
(2018) utilizes the Fog Index to determine how readable business reports are (Efretuei and
Hussainey 2023). The majority of prior research focused on looking at the relationship
between the attributes of a board of directors and the readability of annual reports, with a
focus on companies in developed countries like China and the United States (Guay et al.
2016; Wang et al. 2018), the United Kingdom (Stone and Lodhia 2019; Velte 2018), and
France (Bacha and Ajina 2020). There have been a few studies on banks and other financial
institutions, as well as a few on developing countries like Qatar (Hassan et al. 2023), Egypt
(Ezat 2019), in which a sample of the Egyptian EGX 100 companies that were listed between
2013 and 2015 was used, and Indonesia (Adhariani and Du Toit 2020; Novianri et al. 2023).
Nonetheless, Hassan et al. (2023) selected 390 bank-year data from banks that were listed on
the Gulf Cooperation Council stock exchange between 2014 and 2019. Thus, this study fills
gaps in prior studies by focusing on the readability of banks’ annual reports in a developing
country, Egypt.
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H1: There is a significant influence of BC on the BARR.

3.1.1. Board Size and Readability of Annual Reports

A major governance aspect that affects performance, decision-making, supervision,
and transparency is the size of the board (Nahum and Carmeli 2020; Pucheta-Martínez
and Gallego-Álvarez 2020), as a big board may offer the company more variety and
expertise while also performing high levels of monitoring and counteracting the CEO’s
governance. According to this reasoning, a large board signifies high-quality narrative
disclosure and strong CG, which raises the readability level. According to Saha and
Kabra (2022), an experienced board should oversee financial discretion and guarantee the
validity of business managers’ accounting decisions in order to improve the readability of
annual reports. Focusing on the relationship between board size and disclosure quality
(Abeysekera 2010; Correa-Garcia et al. 2020; Rahman and Kabir 2023), it was found that
companies with a bigger board made wider voluntary disclosures, confirming the assertion
that larger boards oversee operations more effectively, as stated by Agency Theory. A BOD
that complies with CG has high-quality characteristics that are conducive to collective
decision-making and proposes enhancements to management practices, thereby reducing
an opportunism in businesses and resulting in more transparent financial disclosures
(Herenia et al. 2024). Larger boards may have a more defined committee structure, such
as audit and disclosure committees, which concentrate on specific aspects of governance,
including financial reporting. These committees can offer specialized evaluations, ensuring
that the report is both compliant with regulations and accessible to users (Chychyla et al.
2019; Mankayi et al. 2023).

While a large board of directors is expected to lead to a diversity of expertise on
the board, resulting in a significant improvement in the financial stability of financial
institutions, it is also argued that a larger board is less likely to be controlled by executives
and will reduce conflicts between stakeholders (Adams and Ferreira 2022; Whiting and
Birch 2016). However, a number of studies have indicated that larger boards may have
difficulties with coordination, which might lead to inadequate oversight and conflicting
decisions (Al-Daoud et al. 2016; Sobhan 2021). By examining the association between
BOD size and disclosure, Mazumder and Hossain (2023) found that risk disclosures in
Bangladeshi banks are not impacted by board size. Furthermore, the influence of board size
on the readability of annual reports was not supported empirically, according to Ginesti et al.
(2018) and Lending and Vähämaa (2017). In the Egyptian context, Ramadan and Hassan
(2022) indicated that agency theory predictions regarding management ownership, frequent
board meetings, and gender diversity on the board were confirmed when accounting-based
performance indicators (ROA) were used; however, claims for institutional ownership,
board size, and board independence were denied.

Based on the theoretical arguments and results of the previous studies discussed above,
it is thought that the board size can affect BARR. Accordingly, the following hypothesis
is developed:

H1a: Board size has a significant influence on the BARR.

3.1.2. Non-Executive Members and Readability of Annual Reports

The independence of board members is a vital element of effective corporate gov-
ernance. Therefore, the advocates of agency theory argue that increasing the number of
non-executive directors on the board is advantageous to protecting the interests of stake-
holders (Fama and Jensen 1983; Forker 1992). To enhance the independence of the board of
directors, many codes of CG recommend that the majority of board committees should be
independent non-executive directors (Chairunesia and Bintara 2019).

The independence of the BOD has been regarded as a significant characteristic of
its efficacy in earlier research (Correa-Garcia et al. 2020; Hemphill and Laurence 2014;
Ongore et al. 2015). These studies indicated that Boards of Directors (BODs) that follow
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Corporate Governance Codes (CGCs) possess exceptional characteristics that enable them
to engage in collective decision-making and provide suggestions to enhance management
practices. This helps to reduce the tendency for opportunistic evaluations of the company’s
performance and consequently leads to more transparent accounting disclosures because of
an increase in board independence and directors’ expertise (Chychyla et al. 2019; Hemphill
and Laurence 2014). Increasing the number of non-executive directors will result in a higher
degree of disclosure transparency (Armstrong et al. 2010; Goh et al. 2016).

Rahman and Kabir (2023) investigated whether board independence increases the
reading of annual reports using a sample of 11,938 firm-year observations from 1997 to 2016.
Their findings demonstrate that board independence reduces the readability of annual
reports; this result is similar to most previous studies. This finding is consistent with the
concept of management’s avoidance of expensive board monitoring. In Egypt, the code
mandates that the board consists of no more than three executive members, indicating that
most of the board is comprised of non-executive members.

Based on the theoretical arguments and the results of previous studies discussed
above, it is thought that the non- executive members of the board of directors can affect
BARR. Accordingly, the following hypothesis is developed:

H1b: Non-executive members have a significant influence on the BARR.

3.1.3. Board Meetings and Readability of Annual Reports

Regular board meetings enhance the quality of company disclosure and ensure that
stakeholders receive accurate information, hence preventing information asymmetry (Li
and Li 2018; Michelon and Parbonetti 2012). Agency theory suggests that frequent board
meetings can help resolve conflicts between management and shareholders by assessing
management’s performance, ensuring shareholder interests are met, and enforcing account-
ability, leading to more reliable and comprehensive disclosures (Fama and Jensen 1983;
Jensen and Meckling 2019). Brick and Chidambaran (2010) suggested that the frequency of
board meetings could be used as a measure of corporate governance evaluation. It was dis-
covered that holding meetings on a consistent basis would lead to an increased exchange of
information, which in turn would enhance the decision-making process. Regular meetings
with managers offer greater opportunities to oversee and influence the reporting process,
resulting in more concise and transparent reports.

According to several studies (Adams and Ferreira 2022; Jones et al. 2021), organi-
zations with more frequent board meetings have annual reports with better readability
ratings, increasing the disclosure quality and readability of annual reports. More regular
board meetings enhance financial reporting and lessen earnings management in European
businesses (Adams and Ferreira 2022). More board meetings enhance financial reporting
and sustainability disclosures in Chinese firms, according to Liao et al. (2022). On the other
hand, other studies have contended that holding more meetings does not ensure improved
results, as an increased meeting frequency may result in less effective BOD members since
the quality of participation, planning, and agenda are the only aspects of BOD meetings
that matter and do not affect company disclosure (Kinateder et al. 2021; Zaman 2022).
Based on the theoretical arguments and the results of previous studies discussed above, it
is thought that board meetings with the board of directors can affect BARR. Accordingly,
the following hypothesis is developed:

H1c: There is a significant influence of BOD meetings on the BARR.

3.1.4. Board Culture Diversity and Readability of Annual Reports

A culturally diverse board of directors promotes decision-making and communication
by providing a variety of perspectives. Recent regulatory changes in both emerging and
developed countries have facilitated the participation of foreign investors in domestic stock
markets (Sun et al. 2023). The presence of foreign members on the board of directors would
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enhance the company’s success by using their specialized knowledge and skills from their
country of origin. Foreign enterprises may have distinct management skills that allow
them to share more information (Bear et al. 2010; Ebrahim and Fattah 2015). According
to Yilmaz et al. (2023), banks with multicultural members produce more complete and
understandable annual reports.

Signaling theory indicates that firms have the potential to streamline the process of
reading reports in order to effectively communicate their performance to shareholders.
There are a limited number of studies that investigate the relationship between interna-
tional board members and corporate governance. Kabara et al. (2023) found a significant
correlation between foreign participants and transparency; however, Ebrahim and Fattah
(2015) and Nederveen et al. (2013) did not observe the same relationship. There is a
lack of research that investigates the impact of foreign board members on the readability
of annual reports. From the perspective of the association between board diversity and
financial reporting, Chairunesia and Bintara (2023) indicated that cultural diversity on
boards improves annual report reading, as larger banks with more complex operations
need precise reporting. Kumar et al. (2023) examined the readability of banking sustain-
ability reports. They indicated that diversified boards produced simpler sustainability
reports, and that culturally diverse boards comprehend global stakeholder needs better
and improve financial and non-financial reporting. Adams and Ferreira (2022) found that
culturally diverse boards provide clearer annual reports. Diverse perspectives help clarify
financial information for a wider audience. Issa et al. (2024) conducted a study using a
sample of 80 listed banks and 640 firm-year observations from the MENA region for the
fiscal years 2011–2018. Based on the resource dependence theory, it was found that board
diversity, specifically in terms of nationality, has a significant and positive effect on bank
performance, having long-term benefits. Based on the theoretical arguments and the results
of previous studies discussed above, it is thought that the cultural diversity of the board of
directors could affect the readability of bank annual reports. Accordingly, the following
hypothesis is developed:

H1d: BOD culture diversity has a significant influence on the BARR.

3.1.5. Gender Diversity on the Board and the Readability of Annual Reports

Gender diversity on the board of directors can be attributed to various governance
theories, including agency, stakeholder, social identity, and resource-based theory, as
they suggest that diverse female board members can improve management monitoring,
communication, and decision-making by providing different perspectives and capaci-
ties, improving corporate communication and performance (Hossain and Nguyen 2023;
Hindasah and Harsono 2021; Kumar et al. 2023; Sbai and Ed-Dafali 2023). Board gender
diversity enhances company governance in numerous ways. Nguyen et al.’s (2020) study
found that a diverse board enhances disclosure and transparency, enhancing the clarity
and understanding of annual reports. Female managers place a high value on clarity and
simplicity when it comes to business reporting and decision-making by enhancing the
clarity and effectiveness of information (Adams and Ferreira 2022; Chairunesia and Bintara
2023; Gangi et al. 2023; Ginesti et al. 2018). However, on the other hand, it has been argued
that increasing the gender diversity could lead to reduced collaboration among board
members (Gordini and Rancati 2017; Nguyen et al. 2020). They indicated that this scenario
may occur when women are appointed to the board of directors only because of societal
pressure to meet gender quotas to comply with corporate governance standards.

The empirical studies found mixed results about the relationship between gender
diversity and the readability of annual reports. Studies by Sun et al. (2023) found that
companies with diverse boards tend to have lower fog index scores, indicating higher
readability. This is attributed to the different strategies used by female managers, leading
to clearer and more direct reports. Kumar et al. (2023) also found that organizations
with a greater representation of women managers produce more easily understandable
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sustainability reports. This suggests that the inclusion of individuals of different genders
improves the full standard of business reporting, including both financial and non-financial
elements. Women’s superior communication capabilities also contribute to clearer and
easier-to-understand reports (Bear et al. 2010). On the other side, Nguyen et al. (2020)
showed that in countries with rigorous (voluntary) laws pertaining to gender requirements,
there is a negative correlation between board gender diversity and disclosure. Additionally,
they assert that, depending on gender equality and empowerment, women’s effects on
accounting performance in emerging nations may be either good or detrimental. Based on
the theoretical arguments and the results of previous studies discussed above, it is thought
that gender diversity on the board of directors could affect the readability of banks’ annual
reports. Accordingly, the following hypothesis is developed:

H1e: BOD gender diversity has a significant influence on the BARR.

3.2. Th Moderating Role of BS in the Association Between BC and BARR

The size of the bank influences how well it financially operates. A larger BS is associ-
ated with more efficient operational procedures, which may improve bank performance
and decrease risk (Utami and Rengganis 2024). The theory of economies of scale was used
to develop the hypothesis of BS as a moderation between board features and annual report
readability (Gul et al. 2011). This theory states that large organizations will be more effective
and efficient if they create annual reports using advanced analysis tools, which can provide
management in all parts of the organization with information for making the right decision,
improve management accounting, and enable the BOD to have clear disclosure (Riza 2019;
Utami and Rengganis 2024). As the firm size becomes more extensive and more diversified,
the board size increases; therefore, more corporate assistance and counsel are needed from
the BOD (Abbasi and Malik 2015). Furthermore, the difference between this research and
several previous studies (Abisola 2022; Aladwan 2015; AlFadhli and AlAli 2021) lies in its
assessment of the moderating impact of BS, while most studies consider the direct relation
between firm size and performance; for example, Alharbi (2017) and Chowdhury and Rasid
(2016) indicated that BS is positively correlated with performance, according to studies
conducted by Islamic banks in the GCC on nearly all Islamic banks worldwide. In contrast,
Heffernan and Fu (2010) have argued that larger banks may not necessarily perform better.
Similarly, the results match those of Aladwan (2015), who revealed that the larger a bank
is, the less profitable it is. Even though banks can only get so much cheaper as they grow,
diversifying their products helps keep credit risks and returns to a minimum.

Furthermore, several studies examined the role of BS as a moderating variable be-
tween the risk and performance of Islamic banks. Hasan et al. (2020), and Utami and
Rengganis (2024) reveal that BS does not reduce the negative impact of liquidity risk on
financial performance. However, it mitigates the negative impact of financing and op-
erational risks on financial performance. In examining how BS moderates the relation
between Nigerian banks’ deposits, loans and performance, Hassan et al. (2023) showed that
the BS positively moderates the relationship between the deposit rate and performance,
whereas BS negatively moderates the relationship between the loan-to-deposit ratio and
performance. The primary objective of this study was to bridge the current research gap
concerning the influence of BC on Egyptian BARR. Based on the above discussion, the
following hypotheses are proposed:

H2: BS moderates the association between BC and the BARR.

H2a: BS moderates the association between board size and the BARR.

H2b: BS moderates the association between non-executive members in BOD and the BARR.

H2c: BS moderates the association between board meetings and the BARR.
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H2d: BS moderates the association between BOD culture diversity and the BARR.

H2e: BS moderates the relationship between BOD gender diversity and the BARR.

4. Research Methodology
4.1. Population and Sample of the Study

This research focuses on examining the effects of several board characteristics, such
as size, BOD meetings, gender diversity, and independence, on the readability of annual
reports within the Egyptian banking sector. Theories of corporate governance, including
resource dependence and agency theories, assert that the diversity and composition of
the board directly influence the quality of corporate disclosure and transparency. Given
the regulatory issues in Egypt, which are increasingly emphasizing the transparency of
financial reporting for both compliance and stakeholder communication, it is crucial to
choose Egypt as a focus. Egypt has adopted Basel III, requiring banks to maintain higher
standards of transparency, risk management, and capital adequacy. Several studies on
financial reporting have thoroughly verified the Fog Index, a measure commonly used
for assessing readability. The prior governance literature has repeatedly recognized board
characteristics as critical determinants of the quality of disclosure, leading to their selection.
This methodology ensures the validity and reliability of the findings by utilizing statistical
techniques like panel analysis to provide robust insights into the relationship between
board composition and financial disclosure transparency.

The statistical population of the current paper is represented by all listed and unlisted
banks in the Egyptian Stock Exchange between 2016 and 2023. The systematic removal
method will be used in sampling. After applying the following conditions, the statistical
sample of the research will be chosen according to the following bases or criteria: banks
listed in the Egyptian Stock Exchange or the Central Bank of Egypt until the end of 2023;
listed and unlisted banks must be active during the period of the research study; and
the annual reports required are completely presented in English during the period of the
research study. In the presence of these limitations, therefore, the final sample was obtained
according to Table 1 at the end of 2023.

Table 1. The total number of banks in the statistical population determined by applying specific
criteria to select the sample.

Initial Sample (Total Number of Banks in Egypt) 37

Elimination due to lack information 11

Final statistical population 26

Final observations 208 observations

4.2. Data Collection

The sample of this study includes the listed and non-listed banks in Egypt. The
availability of annual reports in English language also had an impact, ultimately reducing
the sample to 26 banks and 208 observations. Readability scores were obtained by applying
the Gunning Fog Index software1 to banks’ annual reports, which were available from the
bank’s website, Mubasher, Reuters and Investing.com.2

4.3. Variables and Measurements

This section presents a discussion of the variables used in this study, including the
dependent, independent, and control variables.

4.3.1. Dependent Variable: BARR

The board of directors’ annual report functions as the main source of narrative dis-
closure in Egypt. In addition, BOD reports include disclosures regarding existing and
anticipated developments for Egyptian enterprise banks. The following procedures were
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used to calculate the readability level of board reports for listed and non-listed banks: First,
all reports were converted from PDF to Word format to ease the linguistic analysis process.
Second, following Lo (2008), tables, figures, and graphs were removed from the text to
be analyzed. Third, parts of the annual reports were selected in order to measure their
readability. The parts that discussed the financial and overall performance of the bank in
the selected years were selected and were mostly mentioned in the chairman’s message;
however, these parts were mentioned by some banks in other sections like the board of
director’s report, performance analysis, bank’s overview, and economic indicators. The
text was uploaded in English to the “Gunning Fog Index” website, which automatically
calculates the components of the FOG formula. The readability of bank annual reports
was determined using an index that has been validated by Ajina et al. (2016), Bonsall et al.
(2017) and Seifzadeh et al. (2021). The Financial Reporting Readability Index, often known
as FOG (FOGIND), is determined by two factors: sentence length (measured in words) and
the use of complex terms (defined as the number of phrases with three or more syllables).
Following prior literature, we measured the complexity of financial statements using the
readability and length of the firm’s 10-K filing (e.g., Li 2008). The index is derived using
the following formula:

FOG Index = (Average number o f Word per sentence + Percent o f complex words) ∗ 0.4

4.3.2. Independent and Control Variables

Based on previous studies, this study uses controls for bank-specific factors such as
bank capital requirements and performance. The capital adequacy ratio (CAR) measures
capital requirements. According to Mandagie (2021), banks have the potential to enhance
their profitability by expanding their activities, provided that they have sufficient capital.
By incorporating ROA as a control variable, the study’s findings become more robust, as it
eliminates the influence of financial performance differences among the sample banks. The
BOD requires more corporate assistance and counsel as the firm size and diversity increase,
as suggested by Harkati et al. (2020); Mazumder and Hossain (2023). According to (Abisola
2022; Aladwan 2015; AlFadhli and AlAli 2021), the natural logarithm of a bank’s total assets
serves as a moderating influence on its size. To examine whether variations in BCs affect
the readability level, five BCs are used. These variables and their proxies are presented in
Table 2.

Table 2. Independent and control variable definitions and their proxies.

Variable Abbreviation Description Measurement Prior Studies

Independent variable: Board characteristics

BOD_Size Board size Total number of directors on
the board

Jallali and Zoghlami (2022)
Mollah et al. (2017)

BOD_non-executive Board non-executive members
Total Number of

non-executive members on
the board

Lepetit et al. (2023)

BOD_Gender Diversity Board Gender Diversity Total number of females in the
board Jabari and Muhamad (2021)

BOD_Culture Diversity Board culture diversity Number of foreign members
Total board size

Gangi et al. (2023);
Nahar and Jahan (2021)

BOD_Meetings Board meetings Total number of board
meetings

Bansal et al. (2023)
Hossain and Nguyen (2023)

Moderating variable

Bank_Size Bank size Natural logarithm of bank
total asset Nahar and Jahan (2021)
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Table 2. Cont.

Variable Abbreviation Description Measurement Prior Studies

Control variables

ROA Bank Performance Net income after tax divided by
total assets

Harkati et al. (2020);
Mazumder and Hossain (2023)

Bank_Ownership Bank Ownership Dummy variable which “1” for
private banks; “0” otherwise Gatzert and Schubert (2022)

CAR Capital adequacy ratio (Tier1 capital + Tier2 capital)
/ Risk Weighted Assets Jallali and Zoghlami (2022)

4.4. Empirical Model

Using panel data analysis, this study examines the relationship between bank board
characteristics, the readability of annual reports, and the makeup of BS as a moderator.
Upon utilizing the Levin–Lin–Chu test to check the stationarity, all variables were deter-
mined to be stationary with a 90% confidence level.

Differences or lags were unnecessary. The Hausman specification test was used
to determine which model—the random effect model (REM) or the fixed effect model
(FEM)—was best for panel regression. REM was the most appropriate model, according
to the Hausman test results, which showed that the p-values for equations 1 and 2 were
more than 5% (Zainodin and Yap 2013). To test H1a, H1b, H1c, H1d, and H1e banks’
board characteristics, including board gender diversity (BOD_Gender Diversity), board size
(BOD_Size), board culture diversity (BOD_Culture Diversity), board non-executive members
(BOD_Non-Executive), and board meetings (BOD_Meetings), these were regressed on the
readability of annual reports (READ) while controlling the banks’ performance (ROA), Bank
_ownership, banks’ capital adequacy ratio (CAR), and Bank_size.

The regression model was as follows:

READit = α + β1(BOD_Gender Diversity) it + β2(BOD_Size) it + β3(BOD_Culture Diversity) it
+ β4(BOD_Non-Executive) it+ β5(BOD_Meetings) it + β6(ROA)it +β7(Bank_Ownership) it

+ β8 (CAR)it +β9 (Bank_Size) it + εit

(1)

To test H2a, H2b, H2c, H2d and H2e, the moderating effects are the matrix of the
interaction terms of BOD characteristics and BS, i.e., BOD_Gender Diversity* Bank _Size,
BOD_Size* Bank _Size, BOD_Culture Diversity* Bank_Size, BOD_Non-Executive* Bank _Size
and BOD_Meetings * Bank _Size, were regressed on the readability of annual reports (READ)
while controlling the banks’ performance (ROA), Bank _ownership and banks’ capital ade-
quacy ratio (CAR). The regression model was as follows:

READit = α + β1(BOD_Gender Diversity) it * (Bank_Size) it + β2(BOD_Size) it * (Bank_Size) it
+ β3(BOD_Culture Diversity) it * (Bank _Size) it + β4(BOD_Non-Executive) it * (Bank_Size) it

+ β5(BOD_Meetings) it * (Bank_Size) it + β6(ROA)it + β7(Bank_ Ownership) it + β8(CAR)it + εit

(2)

5. Results and Discussion
5.1. Descriptive Statistics

The descriptive data for 208 observations of listed and non-listed banks in Egypt are
presented in Table 3. Table 3 shows that the mean readability of annual reports (READ)
was 15.622, which suggests that the annual reports are moderately difficult to read. The
lowest and highest ratings recorded are 7.642 and 31.989, indicating that the reading
of banks’ annual reports varies from difficult to simple. According to Seifzadeh et al.
(2021), the FOG index and readability level are correlated as follows: a FOG value over
18 indicates the inadequate reading and complexity of the text; 14–18 indicates complex text;
12–14 indicates average text; 10–12 indicates acceptable language; and 8–10 indicates simple
text. This may be ascribed to Egypt’s insufficient corporate governance framework and
the authority granted by banks to management in determining the informational content
of annual reports. This finding aligns with the studies conducted by Hassan et al. (2023)
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and Ezat (2019), which concluded that the level of transparency in disclosure in Egypt is
somewhat low. Moreover, investors place greater reliance on financial analyst reports for
decision-making rather than yearly reports. While Egyptian enterprises are not obligated
by regulatory authorities to release annual reports, they are nonetheless required to submit
audited financial statements to the Egyptian Stock Exchange (Ezat 2019). Moreover, there
is no universally accepted structure for the information included in the annual reports of
Egyptian companies. This provides corporate managers with the freedom to adapt the
informational content of the annual reports. Accordingly, this study aims to investigate the
potential existence of substantial differences in voluntary disclosure procedures and the
readability of annual reports among Egyptian institutions.

Table 3. Descriptive Statistics.

Variable Min Max Mean Std. Deviation

READ 7.642 31.989 15.622 3.289

BOD_Gender Diversity 0 3 0.214 0.501

BOD_Size 6 20 9.654 2.034

BOD_Culture Diversity 0 0.667 0.098 0.157

BOD_Non-Executive 2 17 0.709 0.245

BOD_Meetings 2 21 7.585 3.239

ROA −0.019 0.5576 0.291 0.997

Bank_Size 5.109 12.253 8.983 1.556

Bank_Ownership 0 1 0.832 0.375

CAR 0.078 0.317 0.183 0.050

Observations 208
Note: This table presents the main descriptive statistics for the variables used in the study. All variables are
defined in Table 2.

In terms of board characteristics, Table 3 shows that the mean BOD_Size is nine
members, with a minimum of six and a maximum of 20 members. The mean BOD_culture
Diversity for Egyptian banks is 9.8%. The maximum number of female members on the
bank’s board of directors was three, and the minimum was zero, indicating that women’s
participation in BOD meetings is still limited in Egyptian banks. This is consistent with
findings from studies (Sbai and Ed-Dafali 2023; Abou-El-Sood 2021) that show having
women on the board of directors of developing countries’ banks reduces risk and improves
financial performance. On BODs, the number of non-executives averages 0.709 and the
maximum is 17 non-executive members. The boards meet roughly eight times a year. The
ROA ranges from a minimum of −1.9% to a maximum of 29.1%, with an average of 29.1%.
Given the impact of the COVID-19 pandemic, it is not surprising that a large percentage
of the sampled banks experienced lower profitability and frequent losses over the sample
period. Additionally, 8.98 is the mean Bank_Size, as determined by the natural logarithm of
the bank’s total assets. The average capital requirement ratio (CAR) for the bank is 18.3%,
with minimum and maximum values of 7.8% and 31.7%, respectively. The low standard
deviation of 0.05 indicates that there is limited variation in the CAR of banks when it comes
to complying with Basel regulations.

5.2. Pearson’s Correlation

Table 4 shows the Pearson correlation matrix among the variables of the study. As can
be seen in Table 4, board gender diversity is weakly positively correlated with board size
0.179 at p < 0.05 and positively correlated with 0.234 board meetings at p < 0.05, respectively.
However, its relationship with readability (READ) is not statistically significant. This is
contrasts with some prior studies that establish a positive relationship between board
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gender diversity and disclosure quality (Gull et al. 2023; Saha and Kabra 2022). The
board size, on the other hand, has a weak negative correlation with readability (−0.089,
significant at p < 0.05). This justifies the argument that a larger board size could result in
coordination issues that directly affect the quality of disclosure. However, this does not
match the findings of Dalwai et al. (2023), who stated that board size is positively related to
readability in Gulf countries. The frequency of BOD_Meetings is slightly positively corelated
to readability (0.142, p < 0.05). This may be taken to support the view that organizations
with more regular BOD meetings have annual reports with better readability and increase
the quality of annual reports and sustainability disclosures (Adams and Ferreira 2022;
Jones et al. 2021). Finally, there is a weak positive association between the BS and the
readability of annual reports (0.212, p < 0.05). This confirms the fact that larger organizations
have the capacity to invest in the quality of bank disclosures (Hassan et al. 2023; Riza 2019;
Utami and Rengganis 2024). Other control variables, including ROA and CAR, did not
demonstrate any noteworthy correlation with readability. According to prior studies
(Haniffa and Cooke 2002), the correlation coefficients among the independent variables, as
well as between the independent variables and the control variables, are all less than 0.7,
indicating that these variables are not multicollinear. The variables show no collinearity
and are independent of one another.

Table 4. Pearson’s correlation matrix.

BOD_Gender
Diversity BOD_Size BOD_Meetings Non-

Executive
BOD_Culture

Diversity READ ROA Bank_Size Bank_Ownership CAR

BOD_Gender
Diversity 1

BOD_Size 0.179 * 1
BOD_Meetings 0.234 * 0.065 1
Non-Executive −0.204 −0.089 −0.029 1
BOD_Culture

Diversity −0.106 −0.010 0.196 * −0.164 1

READ 0.074 −0.089 * 0.142 * −0.086 −0.337 1
ROA −0.055 0.097 −0.009 0.089 −0.051 0.022 1

Bank_Size −0.079 −0.057 −0.029 0.024 −0.150 0.212
* −0.039 1

Bank_Ownership 0.029 0.227 * 0.139 * 0.1085 * 0.201 * −0.204 0.078 −0.171 1

CAR 0.0254 0.046 0.204 * 0.177 * 0.042 −0.006 0.175
* 0.082 0.293 * 1

Notes: All variables are defined in Table 1. * p < 0.05.

5.3. Panel Data Analysis
5.3.1. Results for the Impact of BC on BARR

Table 5 presents the panel data analysis results from model (1), which examines
the impact of various BCs on BARR. The results of the diagnostic Hausman test are in
Table 5, which shows that the panel dataset is better fitted by a random effects regression
model. The results provide insight into the relationship between BCs and BARR. Their
overall fit, as demonstrated by the statistically significant probability > F = 0.000, has an
adjusted R-squared of 0.2509, indicating that about 25.09% of the variability in readability
can be explained by the variances in the board characteristics. The results show that
the coefficient between the readability of annual reports, BOD_Meetings, and BOD_Gender
Diversity is positive and significant (p < 0.01, p < 0.05), respectively. Thus, hypotheses H1c
and H1e are accepted. This suggests that a large BOD and the presence of females in board
rooms could lead to reduced collaboration among board members (Adams and Ferreira
2022; Gordini and Rancati 2017), resulting in more complicated reports.
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Table 5. Random effect regression results (Model 1).

Variables Coef. Std. Err. z p-Value
Dependent variable: Readability (READ)

BOD_Gender Diversity 0.1373 ** 0.642 2.14 0.032
BOD_Size 0.139 0.133 1.05 0.295

BOD_Meetings 0.246 *** 0.088 2.78 0.005
BOD_Non-Executive −0.570 1.271 −0.45 0.653

BOD_Culture Diversity −5.229 ** 2.635 −1.98 0.047
ROA −0.140 0.199 −0.07 0.944

Bank_Size −0.352 ** 0.275 1.28 0.020
Bank_Ownership −1.057 1.180 −0.90 0.370

CAR 0.723 4.526 0.16 0.873
Cons 10.329 3.300 3.13 0.002
Year Yes

Adjusted R2 0.2509
Prob > F 0.000

Hausman 6.72 (0.7518)
Observations 208

Notes: All variables are defined in Table 1. Standard errors are in parentheses, *** p < 0.01, ** p < 0.05.

Board culture diversity has a significant negative correlation (β = −5.229 at the 5%
significance level) with READ. This result is in line with previous research that found that
having people from different cultures on boards makes annual reports easier to read by
making them simpler. This is because BOD members from different countries may suggest
changes to the bank’s disclosures that make complicated information easier to understand.
These improvements have the potential to significantly enhance the readability of the
reports (Adams and Ferreira 2022; Chairunesia and Bintara 2023; Issa et al. 2024). Thus,
hypothesis H1d is accepted. However, the correlations of BOD_Meetings and BOD_Non-
Executive with READ are insignificant, indicating that the number of board meetings and
their independence have no impact on the readability of banks’ annual reports in Egypt.
Thus, hypotheses H1a and H1b are accepted.

At the 5% significance level, there is a significant and negative association between a
bank’s size and the readability of its annual reports. This result is consistent with prior re-
search (Abbasi and Malik 2015; Utami and Rengganis 2024; Riza 2019), which showed how
large organizations effectively prepare annual reports by relying on a variety of qualified
board members and sophisticated analysis tools that can improve management account-
ing, provide clear disclosure, and support management in all parts of the organization
with the information they need to make informed decisions. The variables ROA, bank
ownership, and CAR did not show statistically significant relationships with readability.
The empirical results validate the initial concept, suggesting an important relationship
between board characteristics and the readability of annual reports. Specifically, board size,
gender diversity, and cultural diversity significantly influenced readability, corroborating
the argument that board composition plays a key role in influencing the quality of corporate
disclosure. The implementation of corporate governance procedures in Egypt mitigates
the information asymmetry between management and shareholders by fostering a more
transparent presidential statement that attempts to address the interests of all stakeholders
through the BOD.

5.3.2. The Moderating Role of BS Between BC and BARR

Table 6 shows the regression results of model (2), which examined the moderating
effects of BS on the relationship between BCs and BARR. The adjusted R2 of model (2),
which includes a moderator variable, exhibited an increase from 25.09% to 31.9%. The
observed improvement in the readability of annual reports implies that using BS as a
moderator has a significant effect on the level of BARR. The results show a significant
positive association between the interaction term of BOD_Size and BS (BOD_Size* Bank_Size)
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and (BOD_Size* Gender diversity) with the readability of banks’ annual reports, which means
that H2a is accepted. This result demonstrates that large boards of directors in large banks
have a range of points of view, resulting in difficulties with coordination. This can lead to
inadequate oversight and conflicting decisions, ultimately resulting in more complicated
annual reports (Whiting and Birch 2016). In contrast to the resources-based theory, the
findings indicate that the impact of gender diversity and board size on the complexity of
banks’ annual reports is significant. Specifically, the inclusion of women in the board of
directors (BOD) of Egyptian banks is primarily driven by societal expectations to fulfill
gender quotas and comply with corporate governance requirements.

Table 6. Random effect regression results (Model 2).

Variables Coef. Std. Err. Z p-Value
Dependent variable: Readability (READ)

BOD_Size × Bank_Size 0.122 ** 0.033 0.95 0.015
BOD_Non-Executive × Bank_Size −0.570 0.871 −0.45 0.653

BOD_Meetings × Bank_Size −0.137 *** 0.075 2.12 0.005
BOD_Culture Diversity × Bank_Size −5.229 ** 2.635 −1.98 0.002

BOD_Gender Diversity 0.1152 ** 0.642 2.14 0.032
ROA −0.140 0.199 −0.07 0.944

Bank_Ownership −1.057 1.180 −0.90 0.370
CAR 0.623 ** 4.526 0.16 0.023
Cons 16.329 1.286 2.23 0.000
Year Yes

Adjusted R2 0.3190
Prob > F 0.000

Hausman 5.52 (0.6422)
Observations 208

Notes: All variables are defined in Table 1. Standard errors are in parentheses, *** p < 0.01, ** p < 0.05.

The results show a significant negative association between both the interaction terms
of (BOD_Meetings* Bank_Size) and (BOD_Culture Diversity* Bank_Size) and the read-
ability of annual reports at the 1% level of significance. Accordingly, large organizations
with more board meetings and a wider range of cultural experiences tend to generate more
readable annual reports, particularly in complex organizations like banks. Agency theory
supports this result, as more board meetings assist directors in fulfilling their duties and
supervising management, thereby promoting the dissemination of more comprehensible
information. This supports the H2c and H2d hypotheses.

Furthermore, the results suggest that the relationship between the percentage of non-
executive directors and the size of the bank is not statistically significant. This finding is
unexpected, given previous research suggesting that board independence can improve the
quality of disclosure. For example, Chen and Jaggi (2000) suggested that the readability of
the reports may be influenced by the specific context of the Egyptian banking industry or
by other factors that are rather significant. Therefore, hypothesis H2b was not supported.
The results show a significant positive association between the capital adequacy ratio (CAR)
and readability of banks’ annual reports at the 5% significance level. This result indicates
that banks with higher capital adequacy ratios may engage in more sophisticated financial
transactions, requiring more complex accounting and disclosures in their annual reports.
For example, detailed information about the composition of capital, the tier structure,
risk-weighted assets, and the use of capital instruments could add layers of complexity to
the text. The necessity to comply with international financial reporting standards (such as
Basel III or IFRS) and provide comprehensive disclosures regarding capital management
strategies may contribute to a reduction in readability (Bonsall and Miller 2017; Li 2008).
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5.4. Further Robustness Analysis

The robustness test is crucial for model reliability. Stepwise regression is used to
overcome challenges in panel data analysis in accounting research, such as multicollinearity,
causality, model specification, and endogeneity. This method adds or removes variables
based on their significance, resulting in a parsimonious model explaining the maximum
variance in readability with few predictors. This method is essential for overcoming panel
data analysis challenges. The approach is in line with recent studies about corporate
disclosure research, putting forward the idea of using numerous readability measures
to increase the robustness of the findings. This is in line with previous literature, which
suggested that using several measurements at a time increases the robustness. For instance,
Lim et al. (2018) and Kong et al. (2020) used a similar approach.

The stepwise regression analysis will check the robustness of our main results by
using a readability measure different from the FOG index, which we used in our primary
analysis. This will help isolate the most influential factors that effectively impact the
readability of Egyptian banks’ annual reports, and increase the consistency of the results
across these two different measures of readability. In this durability test, we used the Flesch
reading ease score as a dependent variable, which has been prominently mentioned in
the literature related to reading (Guay et al. 2016; Jones and Smith 2014). The readability
score provides a direct measure of the difficulty of the text on a scale from 0 to 100, focusing
on the complexity of words and sentences. On the contrary, the FOG index estimates the
level of education required to understand a text, placing greater weight on the presence of
complex words (Jones and Smith 2014). The results of the alternative measure and test of
the relationship between BC and BARR are presented in Table 7. The overall model fit is
statistically significant (F = 9.763, p < 0.001), with an adjusted R-squared of 29.70%.

Table 7. Results of robustness analysis using stepwise regression.

Variables Coef. Std. Err. t-Stat

Dependent variable: Readability (Flesch reading ease score)

BOD_Culture Diversity 7.928 *** 1.590 −4.987

BOD_Meetings 0.221 ** 0.075 2.936

Bank_Size 0.349 * 0.155 2.247

BOD_Gender Diversity −1.970 * 0.988 −1.995

Cons 12.992 1.706 7.614

Year Yes

Adjusted R2 0.2970

Prob > F 0.000

Observations 208
Notes: All variables are defined in Table 1. Standard errors are in parentheses, *** p < 0.01, ** p < 0.05 and
* p < 0.10.

The results shown in Table 7 are consistent with the results in Tables 5 and 6, indicating
the role of several board characteristics in enhancing the readability of banks’ annual report,
and how this relation is demonstrated by BS. The strongest predictor of readability is the
cultural diversity ratio, which has a significant positive relationship, β = 7.928, p < 0.01.
Again, this supports our earlier finding that the more a board is composed of cultural
diversity, the less readable their annual reports are. This relationship stands even more
since it is very robust across different analysis approaches. This finding is consistent with
the prior literature, as Nederveen et al. (2013) demonstrated that cultural diversity at the
team level could lead to communication problems. It also contrasts with several studies
that indicate the positive impacts of diversity upon the quality of disclosure, like that of
Ujunwa et al. (2012). The negative relationship found in our context might be a reflection
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of certain challenges particular to the Egyptian banking sector, such as language barriers or
different cultural norms about communication and openness. Furthermore, the findings
demonstrated the significance of regular board meetings at the 5% significance level and
the primary function of independent members in defending the rights of stakeholders by
raising the standard of banks’ disclosure. Similar to the findings in Table 5, the results in
Table 6, which are based on a stepwise analysis, do not show a significant relationship
between BOD non-executives, ROA, and CAR and the report’s readability.

6. Conclusions Limitations, and Recommendations for Future Research

Corporate governance is essential for mitigating information asymmetry between
management and shareholders by overseeing the legitimacy of management practices.
Emerging countries, especially in the Middle East, experience inadequate corporate gover-
nance processes due to the adoption of legislative frameworks that are inappropriate to
the distinctive characteristics of developing markets. Our study explains the BCs within
the context of the Egyptian legal structure for corporate governance, which may influence
the success or inefficiency of good CG and business and BARR practices. Further, it ex-
amines whether BS moderates the association between BCs and BARR. Most previous
research (Adhariani and Du Toit 2020; Dalwai et al. 2021; Ezat 2019; Guay et al. 2016;
Wang et al. 2018) has indicated that BCs affect non-financial corporate narrative disclosure.
In Egypt, there is limited research on how board qualities affect annual report readability.
Though primarily focusing on the impact of BCs on non-financial corporate narrative dis-
closure, earlier studies, such as (Adhariani and Du Toit 2020; Dalwai et al. 2021; Ezat 2019;
Guay et al. 2016; Wang et al. 2018), primarily focused on a different context to our current
study, which was based on the annual reports of Egyptian banks.

In banking, the board of directors oversees reports to shareholders and bank commit-
tees. As a result, this study addresses a gap in the literature by exploring the influence of
several BCs on the BARR. The FOG index served as a proxy for readability. The Fog score
of the annual reports of banks in Egypt was, on average, 15.62, suggesting poor readability
and more complicated annual reports.

The findings indicate that BCs greatly impact corporate disclosure quality in the Egyp-
tian banking industry. Since board size, gender, and cultural diversity affect readability,
the first hypothesis is accepted. The results show that BCs influence corporate disclosure
quality. In particular, board composition and cultural diversity drove annual report read-
ability. The findings show that foreign bank board members’ knowledge and skills improve
annual reports and transparency. Based on signaling theory, these firms will increase report
readability to signify a positive performance. This also highlights that board structure and
makeup are crucial to transparency and stakeholder communication.

Furthermore, BS played a moderating role in determining the association between
BCs and BARR, supporting the second hypothesis. The findings show that BCs and
the disclosure quality differ for banks of varying sizes. Contrary to prior research, board
diversity and meetings improved disclosure quality for readability. In the Egyptian banking
system, larger banks’ expertise and assets might overcome coordination problems to make
disclosures more comprehensive and transparent.

This shows that a big board of directors at large banks is likely to have diverse
expert viewpoints, making coordination challenging. This could lead to poor monitoring
and competing judgments, which could complicate yearly reporting. Contrary to the
resources-based approach, gender diversity and a large board increase banks’ annual report
complexity. This suggests that societal expectations to meet gender quotas and corporate
governance requirements drive the inclusion of women in Egyptian banks’ boards of
directors (BODs), and that qualified women should be in decision-making positions. A
robustness test with stepwise regression confirms our primary analysis using the Flesch
reading ease score.

While this study contributes to the literature on narrative disclosure, various limita-
tions at the same time provide avenues that can be further explored. The current research
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focused only on chosen board attributes; it would be desirable to assess these in wider
dimensions. Further studies may consider other governance factors such as audit commit-
tee composition, the presence of a Chief Risk Officer, and CEO duality. Further, studies
on how bank ownership structures and capital costs influence disclosure practices and
their financial implications would further enhance our understanding of this phenomenon.
This study explored the issue of BCs and readability with a focus on annual reports. BCs
may impact readability in voluntary disclosures as well, such as Environmental, Social,
and Governance reports. In addition, reversing the direction of the research hypothesis,
namely readability impacts organizational performance and the cost of capital and the
informativeness of stock price specifically, would yield a better comprehensive outlook in
the context of corporate governance and greater market efficiency.

The generalizability of the present study is also limited because it focuses on Egyptian
banks due to their unique cultural and regulatory environment. We extend this limitation
by suggesting a comparative analysis between and amongst MENA countries and other
global regions, with a particular emphasis on the interaction effect between narrative
disclosure and board characteristics. These studies would have important implications
for understanding how cultural and regulatory contexts influence disclosure practices.
Although the use of several readability measures, such as the FOG index and Flesch reading
ease score, made our findings stronger, such measures may not be complete surrogates
for disclosure quality. Future studies might incorporate additional measures related to
more sophisticated characteristics of the disclosure content, such as the analysis of tone or
thematic content. Additional readability indices, such as Bog and the LIX index, would be
able to provide a more detailed evaluation of disclosure comprehensibility.

This paper makes several important theoretical and empirical contributions to the
corporate governance and banking disclosure literature. First, this study extends the appli-
cation of agency theory and signaling theory in the unique setting of the Egyptian banking
sector by showing how board characteristics interact differentially with disclosure quality
in the emerging market compared with that in the developed market. It provides new em-
pirical data on the moderating role of bank size in governance–disclosure relationships and
contributes to the use of contingency theory in the corporate governance literature. This
contribution is all the more important because this challenges the prevailing assumption of
‘one-size-fits-all’ mechanisms in corporate governance across different market contexts.

Our paper is one of the first holistic analyses to explore the effect of board charac-
teristics on disclosure readability within the Egyptian banking sector and hence provides
evidence that addresses traditional assumptions concerning the impact of board diversity
in emerging markets. From the methodological perspective, this paper offers a robust
framework for assessing the quality of disclosure using a set of various readability metrics
that set new benchmarks with respect to readability standards in the banking sectors of
emerging markets. This represents a very important methodological contribution, as it
provides a replicable framework for future studies in similar contexts.

This study further explores how such cultural variables uniquely affect governance
efficiency in the Middle Eastern banking contexts. In the process, our research offers an
insight into the intricate dynamics of corporate governance in emerging economies through
an assessment of the board composition and cultural diversity, and their impacts on the
quality of disclosure. This contribution bears particular relevance for an appreciation of
how governance mechanisms have to be fitted to local contexts while their transparency
and accountability standards are kept up to international levels.

Additionally, using qualitative research methods such as interviews with board mem-
bers and financial analysts would provide considerable information regarding the process
by which BCs influence disclosure practices. This would be a mixed-methods approach to
enhancing our understanding of the complex relationships between corporate governance
structures and the quality of financial narratives. It therefore provides the foundational
basis for empirical research in the realm of BCs and disclosure readability within the
banking sector. At the same time, however, it does underline the requirement for wider
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investigations distinguished by a diverse scope. In view of these limitations and exploring
the suggested avenues of future research, scholars can build upon this landscape by aiming
to bring nuanced, holistic awareness to corporate governance, disclosure practices, and
their implications for stakeholders in the financial sector.

7. Policy Implications

Our findings therefore carry critical implications for policy development and imple-
mentation in the Egyptian banking sector. While the present regulatory framework, which
accommodates the Banking Law No. 194 of 2020, the Central Bank of Egypt Corporate
Governance Guidelines, and the Egyptian Financial Regulatory Authority FRA disclosure
requirements, provides a foundational framework from which governance practices can
be realized, it needs considerable development. Our findings indicate that there is a need
to formulate specific readability thresholds for annual reports, as present regulations are
silent in this regard. This is the reason variations in the quality and nature of reports have
been quite different from bank to bank.

We elicit various policy reforms from these findings. First, the Central Bank of Egypt
should establish thresholds of readability for annual reports, perhaps including standard-
ized readability scores such as the FOG index as part of compliance requirements. Second,
the regulatory bodies need to extend their guidelines on board diversity beyond basic
gender quotas to include expert diversity and requirements regarding international expe-
rience, especially for the larger banks, since our findings proved that such factors have a
significantly positive effect on disclosure quality.

We also recommend reinforcing the mechanisms that ensure disclosure quality by
taking a multi-tiered approach based on bank size. The larger banks, being systemically
important and better resourced, should have more stringent requirements for disclosure
and increased monitoring. In addition, policymakers may wish to consider introducing
compulsory training programs for board members regarding best practices in communica-
tion and disclosure, especially in banks with a diverse composition, where our research
suggests potential communication problems.

This implies that banking regulators need to revisit their requirements regarding the
composition of banks’ boards. Instead of uniform standards, regulations can then take on
proportionality with regard to bank size and bank complexity. This may mean that the
minimum board size, diversity quotas, and meeting frequencies have to vary according
to the size and market relevance of bank assets. Second, policies should be drawn up
to make sure that a gender diversity requirement results in actual inclusion and does
not just fulfill the quota, including specific provisions for women’s representation in key
decision-making committees.

Author Contributions: Conceptualization, A.B.M.M., M.S.E.-D. and E.A.A.; methodology, A.B.M.M.,
M.S.E.-D. and E.A.A.; software, A.B.M.M., M.S.E.-D. and E.A.A.; validation A.B.M.M., M.S.E.-D.
and E.A.A.; analysis and interpretation of the data A.B.M.M., M.S.E.-D. and E.A.A.; the drafting of
the paper A.B.M.M., M.S.E.-D. and E.A.A.; revising it critically for intellectual content A.B.M.M.,
M.S.E.-D. and E.A.A.; funding acquisition, A.B.M.M., M.S.E.-D. and E.A.A. All authors have read
and agreed to the published version of the manuscript.

Funding: This work was funded by the Deanship of Scientific Research, Vice Presidency for Graduate
Studies and Scientific Research, King Faisal University, Saudi Arabia. [Project No. KFU241867].

Data Availability Statement: Data are available upon request from researchers who meet the
eligibility criteria. Kindly contact the corresponding author privately through e-mail.

Conflicts of Interest: The authors declare no conflicts of interest.



J. Risk Financial Manag. 2024, 17, 500 21 of 25

Notes
1 http://gunning-fog-index.com/ (accessed on 6 May 2024).
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on 4 January 2024).

References
Abbasi, Atif, and Qaisar Ali Malik. 2015. Firms’ size moderating financial performance in growing firms: Empirical evidence from

Pakistan. International Journal of Economics and Financial Issues 5: 334–39.
Abdelazim, Samir, Abdelmoneim Bahyeldin, Mohamed Metwally, and Saleh Aly. 2023. Firm characteristics and forward-looking

disclosure: The moderating role of gender diversity. Journal of Accounting in Emerging Economies 13: 1–19. [CrossRef]
Abdollahi, Ahmad, and Yasser Rezaei. 2020. Auditor’s report, auditor’s size and value relevance of accounting information. Journal of

Applied Accounting Research 21: 721–39. [CrossRef]
Abeysekera, Indra. 2010. The influence of board size on intellectual capital disclosure by Kenyan listed firms. Journal of Intellectual

Capital 11: 504–18. [CrossRef]
Abisola, Akinola. 2022. The nexus between bank size and financial performance: Does internal control adequacy matter? Journal of

Accounting and Taxation 14: 13–20.
Abou-El-Sood, Heba. 2021. Board gender diversity, power, and bank risk taking. International Review of Financial Analysis 75: 33–45.

[CrossRef]
Abu Bakar, Aishah Sheikh, and Rashid Ameer. 2011. Readability of corporate social responsibility communication in Malaysia.

Corporate Social Responsibility and Environmental Management 18: 50–60. [CrossRef]
Adams, Renée, and Daniel Ferreira. 2022. Women in the boardroom and their impact on governance and performance. Journal of

Financial Economics 102: 291–309.
Adhariani, Desi, and Elda Du Toit. 2020. Readability of sustainability reports: Evidence from Indonesia. Journal of Accounting in

Emerging Economies 10: 621–36. [CrossRef]
Ajina, Aymen, Mhamed Laouiti, and Badreddine Msolli. 2016. Guiding through the Fog: Does annual report readability reveal earnings

management? Research in International Business and Finance 38: 509–16. [CrossRef]
Aladwan, Mohammad Suleiman. 2015. The impact of bank size on profitability an empirical study on listed Jordanian commercial

banks. European Scientific Journal 11: 10–25.
Albitar, Khaldoon, Mahmoud Elmarzouky, and Khaled Hussainey. 2022. Ownership concentration and Covid-19 disclosure: The

mediating role of corporate leverage. International Journal of Accounting & Information Management 30: 339–51.
Al-Daoud, Khaleel Ibrahim, Siti Zabedah Saidin, and Shamharir Abidin. 2016. Board meeting and firm performance: Evidence from

the Amman stock exchange. Corporate Board: Role, Duties and Composition 12: 6–11. [CrossRef]
AlFadhli, Mansour, and Musaed Sulaiman AlAli. 2021. The effect of bank size on financial performance: A case study on Kuwaiti

Banks. Journal of Insurance and Financial Management 4: 11–15.
Alharbi, Ahmad. 2017. Determinants of Islamic banks’ profitability: International evidence. International Journal of Islamic and Middle

Eastern Finance and Management 10: 331–50. [CrossRef]
Ali, Mohamed, Saleh Aly, Samir Ibrahim, and Abdelmoneim Metwally. 2024. Cash holdings, board governance characteristics, and

Egyptian firms’ performance. Cogent Business & Management 11: 2302205. [CrossRef]
Andreou, Panayiotis, Isabella Karasamani, Christodoulos Louca, and Daphna Ehrlich. 2017. The impact of managerial ability on

crisis-period corporate investment. Journal of Business Research 79: 107–22. [CrossRef]
Armstrong, Christopher, Wayne Guay, and Joseph Weber. 2010. The role of information and financial reporting in corporate governance

and debt contracting. Journal of Accounting and Economics 50: 179–234. [CrossRef]
Bacha, Sami, and Aymen Ajina. 2020. CSR performance and annual report readability: Evidence from France. Corporate Governance: The

International Journal of Business in Society 20: 201–15. [CrossRef]
Bansal, Atul, Durga Prasad, Abdulla Khalid, and Dania Tanweer. 2023. Does the Board Influence the Bank’s Performance? An Islamic

& Commercial Banking Experience. International Journal of Professional Business Review 8: 1080–810.
Bear, Stephen, Noushi Rahman, and Corinne Post. 2010. The impact of board diversity and gender composition on corporate social

responsibility and firm reputation. Journal of Business Ethics 97: 207–21. [CrossRef]
Bonsall, Samuel, Andrew Leone, Brian Miller, and Kristina Rennekamp. 2017. A plain English measure of financial reporting readability.

Journal of Accounting and Economics 63: 329–57. [CrossRef]
Bonsall, Samuel, and Brian Miller. 2017. The impact of narrative disclosure readability on bond ratings and the cost of debt. Review of

Accounting Studies 22: 608–43. [CrossRef]
Brick, Ivan, and N. K. Chidambaran. 2010. Board meetings, committee structure, and firm value. Journal of Corporate Finance 16: 533–53.

[CrossRef]
Brown, Philip, Wendy Beekes, and Peter Verhoeven. 2011. Corporate governance, accounting and finance: A review. Accounting &

Finance 51: 96–172.
Bruno, Valentina, and Stijn Claessens. 2010. Corporate governance and regulation: Can there be too much of a good thing? Journal of

Financial Intermediation 19: 461–82. [CrossRef]

http://gunning-fog-index.com/
https://english.mubasher.info/countries/eg
https://www.reuters.com
https://www.investing.com/markets/egypt
https://doi.org/10.1108/JAEE-04-2022-0115
https://doi.org/10.1108/JAAR-11-2019-0153
https://doi.org/10.1108/14691931011085650
https://doi.org/10.1016/j.irfa.2021.101733
https://doi.org/10.1002/csr.240
https://doi.org/10.1108/JAEE-10-2019-0194
https://doi.org/10.1016/j.ribaf.2016.07.021
https://doi.org/10.22495/cbv12i2art1
https://doi.org/10.1108/IMEFM-12-2015-0161
https://doi.org/10.1080/23311975.2024.2302205
https://doi.org/10.1016/j.jbusres.2017.05.022
https://doi.org/10.1016/j.jacceco.2010.10.001
https://doi.org/10.1108/CG-02-2019-0060
https://doi.org/10.1007/s10551-010-0505-2
https://doi.org/10.1016/j.jacceco.2017.03.002
https://doi.org/10.1007/s11142-017-9388-0
https://doi.org/10.1016/j.jcorpfin.2010.06.003
https://doi.org/10.1016/j.jfi.2009.10.001


J. Risk Financial Manag. 2024, 17, 500 22 of 25

Chairunesia, W., and R. Bintara. 2019. The effect of good corporate governance and financial distress on earnings management in
Indonesian and Malaysia companies entered in ASEAN corporate governance scorecard. International Journal of Academic Research
in Accounting, Finance and Management Sciences 9: 224–36.

Chairunesia, Wieta, and Rista Bintara. 2023. The effect of board gender diversity on audit fees and audit quality. Journal of Accounting
and Economics 55: 21–42.

Chen, Charles, and Bikki Jaggi. 2000. Association between independent non-executive directors, family control and financial disclosures
in Hong Kong. Journal of Accounting and Public Policy 19: 285–310. [CrossRef]

Chowdhury, Mohammad Ashraf, and Mohamed Eskandar Rasid. 2016. Determinants of performance of Islamic banks in GCC
countries: Dynamic GMM approach. In Advances in Islamic Finance, Marketing, and Management: An Asian Perspective. Leeds:
Emerald Group Publishing Limited, vol. 12, pp. 49–80.

Chychyla, Roman, Andrew Leone, and Miguel Minutti-Meza. 2019. Complexity of financial reporting standards and accounting
expertise. Journal of Accounting and Economics 67: 226–53. [CrossRef]

Correa-Garcia, Jaime Andres, Maria Antonia Garcia-Benau, and Emma Garcia-Meca. 2020. Corporate governance and its implications
for sustainability reporting quality in Latin American business groups. Journal of Cleaner Production 260: 121–42. [CrossRef]

Dalwai, Tamanna, Gopalakrishnan Chinnasamy, and Syeeda Shafiya Mohammadi. 2021. Annual report readability, agency costs, firm
performance: An investigation of Oman’s financial sector. Journal of Accounting in Emerging Economies 11: 247–77. [CrossRef]

Dalwai, Tamanna, Syeeda Shafiya Mohammadi, Gaitri Chugh, and Mahdi Salehi. 2023. Does intellectual capital and corporate
governance have an impact on annual report readability? Evidence from an emerging market. International Journal of Emerging
Markets 18: 2402–37. [CrossRef]

Desoky, Abdelmohsen, and Gehan Mousa. 2012. Corporate governance practices: Transparency and disclosure–evidence from the
Egyptian exchange. Journal of Accounting, Finance and Economics 2: 49–72.

Ebaid, Ibrahim El-Sayed. 2023. IFRS adoption and the readability of corporate annual reports: Evidence from an emerging market.
Future Business Journal 9: 80–102. [CrossRef]

Ebrahim, Ahmed, and Tarek Abdel Fattah. 2015. Corporate governance and initial compliance with IFRS in emerging markets: The
case of income tax accounting in Egypt. Journal of International Accounting, Auditing and Taxation 24: 46–60. [CrossRef]

Efretuei, Ekaete, and Khaled Hussainey. 2023. The fog index in accounting research: Contributions and challenges. Journal of Applied
Accounting Research 24: 318–43. [CrossRef]

Efunniyi, Christianah, Angela Omozele Abhulimen, Anwuli Nkemchor, Olajide Soji, Edith Ebele Agu, and Ibrahim Adedeji. 2024.
Strengthening corporate governance and financial compliance: Enhancing accountability and transparency. Journal of Finance &
Accounting Research Journal 6: 165–89.

El-Diftar, Doaa, Eleri Jones, Mohamed Ragheb, and Mohamed Soliman. 2017. Institutional investors and voluntary disclosure and
transparency: The case of Egypt. Corporate Governance: The International Journal of Business in Society 17: 134–51. [CrossRef]

El-Dyasty, Mohamed, and Ahmed Elamer. 2020. The effect of auditor type on audit quality in emerging markets: Evidence from Egypt.
International Journal of Accounting & Information Management 29: 43–66.

El-habashy, Hanaa AbdelKader. 2019. The effect of corporate governance attributes on accounting conservatism in Egypt. Academy of
Accounting and Financial Studies Journal 23: 1–18.

El-Sayed, Dalia Hussein, Eman Adel, Omar Elmougy, Nadeen Fawzy, Nada Hatem, and Farida Elhakey. 2021. The influence of
narrative disclosure readability, information ordering and graphical representations on non-professional investors’ judgment:
Evidence from an emerging market. Journal of Applied Accounting Research 22: 138–67. [CrossRef]

El-Sayed Ebaid, Ibrahim. 2011. Corporate governance practices and auditor’s client acceptance decision: Empirical evidence from
Egypt. Corporate Governance: The International Journal of Business in Society 11: 171–83. [CrossRef]

Ezat, Amr Nazieh. 2019. The impact of earnings quality on the association between readability and cost of capital: Evidence from
Egypt. Journal of Accounting in Emerging Economies 9: 366–85. [CrossRef]

Ertugrul, Mine, Jin Lei, Jiaping Qiu, and Chi Wan. 2017. Annual report readability, tone ambiguity, and the cost of borrowing. Journal of
Financial and Quantitative Analysis 52: 811–36. [CrossRef]

Fama, Eugene, and Michael Jensen. 1983. Agency problems and residual claims. The Journal of Law and Economics 26: 327–49. [CrossRef]
Forker, John. 1992. Corporate governance and disclosure quality. Accounting and Business Research 22: 111–24. [CrossRef]
Gangi, Francesco, Lucia Michela Daniele, Eugenio D’Angelo, Nicola Varrone, and Maria Coscia. 2023. The impact of board gender

diversity on banks’ environmental policy: The moderating role of gender inequality in national culture. Corporate Social
Responsibility and Environmental Management 30: 1273–91. [CrossRef]

Gatzert, Nadine, and Madeline Schubert. 2022. Cyber risk management in the US banking and insurance industry: A textual and
empirical analysis of determinants and value. Journal of Risk and Insurance 89: 725–63. [CrossRef]

Ginesti, Gianluca, Carlo Drago, Riccardo Macchioni, and Giuseppe Sannino. 2018. Female board participation and annual report
readability in firms with boardroom connections. An International Journal 33: 296–314. [CrossRef]

Goh, Beng Wee, Jimmy Lee, Chee Yeow Lim, and Terry Shevlin. 2016. The effect of corporate tax avoidance on the cost of equity. The
Accounting Review 91: 1647–70. [CrossRef]

Gordini, Niccolò, and Elisa Rancati. 2017. Gender diversity in the Italian boardroom and firm financial performance. Management
Research Review 40: 75–94. [CrossRef]

https://doi.org/10.1016/S0278-4254(00)00015-6
https://doi.org/10.1016/j.jacceco.2018.09.005
https://doi.org/10.1016/j.jclepro.2020.121142
https://doi.org/10.1108/JAEE-06-2020-0142
https://doi.org/10.1108/IJOEM-08-2020-0965
https://doi.org/10.1186/s43093-023-00244-x
https://doi.org/10.1016/j.intaccaudtax.2015.02.003
https://doi.org/10.1108/JAAR-09-2021-0243
https://doi.org/10.1108/CG-05-2016-0112
https://doi.org/10.1108/JAAR-06-2020-0115
https://doi.org/10.1108/14720701111121047
https://doi.org/10.1108/JAEE-12-2018-0136
https://doi.org/10.1017/S0022109017000187
https://doi.org/10.1086/467038
https://doi.org/10.1080/00014788.1992.9729426
https://doi.org/10.1002/csr.2418
https://doi.org/10.1111/jori.12381
https://doi.org/10.1108/GM-07-2017-0079
https://doi.org/10.2308/accr-51432
https://doi.org/10.1108/MRR-02-2016-0039


J. Risk Financial Manag. 2024, 17, 500 23 of 25

Guay, Wayne, Delphine Samuels, and Daniel Taylor. 2016. Guiding through the fog: Financial statement complexity and voluntary
disclosure. Journal of Accounting and Economics 62: 234–69. [CrossRef]

Gul, Ferdinand A., Bin Srinidhi, and Anthony C. Ng. 2011. Does board gender diversity improve the informativeness of stock prices?
Journal of Accounting and Economics 51: 314–38. [CrossRef]

Gull, Ammar Ali, Ammar Abid, Khaled Hussainey, Tanveer Ahsan, and Abdul Haque. 2023. Corporate governance reforms and risk
disclosure quality: Evidence from an emerging economy. Journal of Accounting in Emerging Economies 13: 331–54. [CrossRef]

Haniffa, Roszaini Mohamad, and T. E. Cooke. 2002. Culture, corporate governance and disclosure in Malaysian corporations. Abacus
38: 317–49. [CrossRef]

Haris, Muhammad, HongXing Yao, Gulzara Tariq, Ali Malik, and Hafiz Mustansar Javaid. 2019. Intellectual capital performance and
profitability of banks: Evidence from Pakistan. Journal of Risk and Financial Management 12: 56. [CrossRef]

Harkati, Rafik, Syed Musa Alhabshi, and Salina Kassim. 2020. Competition between conventional and Islamic banks in Malaysia
revisited. Journal of Islamic Accounting and Business Research 11: 1771–89. [CrossRef]

Hasan, Mohammad Sofie Abdul, Adler Haymans Manurung, and Bahtiar Usman. 2020. Determinants of bank profitability with size as
moderating variable. Journal of Applied Finance and Banking 10: 153–66.

Hassaan, Marwa, Zeinab Mamdouh, and Wafaa Salah. 2023. Financial inclusion disclosure, internal governance quality, and bank
ownership structure: An exploratory study in Egyptian banks. Heritage and Sustainable Development 5: 159–74. [CrossRef]

Hassan, Shehu Usman, Bello Sabo, and Idris Ahmed Aliyu. 2023. Moderating effect of bank size on the relationship between interest
rate, liquidity, and profitability of commercial banks in Nigeria. Gusau Journal of Accounting and Finance 4: 96–120. [CrossRef]

Heffernan, Shelagh A., and Xiaoqing Fu. 2010. Determinants of financial performance in Chinese banking. Applied Financial Economics
20: 1585–600. [CrossRef]

Hemphill, Thomas, and Gregory J. Laurence. 2014. The case for professional boards: An assessment of Pozen’s corporate governance
model. International Journal of Law and Management 56: 197–214. [CrossRef]

Herenia, Gutiérrez-Ponce, Chamizo González Julián, and Manar Moffadi Awad Al-mohareb. 2024. Does corporate governance
influence readability of the report by the chairman of the board of directors? The case of Jordanian listed companies. Corporate
Social Responsibility and Environmental Management 31: 3535–48. [CrossRef]

Hindasah, Lela, and Mugi Harsono. 2021. Gender diversity on the board of director and firm performance: Agency theory perspective.
Jurnal Manajemen Bisnis 12: 214–35. [CrossRef]

Hossain, Trang, and Nguyen. 2023. The impact of gender diversity on financial reporting quality: Evidence from Australia. International
Review of Financial Analysis 61: 56–68.

Issa, Ayman, Ahmad Sahyouni, and Miroslav Mateev. 2024. A path to success: Educational board diversity and its influence on MENA
banks’ efficiency and stability. Corporate Governance: The International Journal of Business in Society 24: 1283–313. [CrossRef]

Jabari, Huthayfa Nabeel, and Rusnah Muhamad. 2021. Gender diversity and financial performance of Islamic banks. Journal of Financial
Reporting and Accounting 19: 412–33. [CrossRef]

Jallali, Safa, and Faten Zoghlami. 2022. Does risk governance mediate the impact of governance and risk management on banks’
performance? Evidence from a selected sample of Islamic banks. Journal of Financial Regulation and Compliance 30: 439–64.
[CrossRef]

Jang, Min-ho, and Joon-hwa Rho. 2016. IFRS adoption and financial statement readability: Korean evidence. Journal of Accounting &
Economics 23: 22–42.

Jayasree, M., and Rachappa Shette. 2021. Readability of annual reports and operating performance of Indian banking companies. IIM
Kozhikode Society & Management Review 10: 20–30.

Jensen, Michael C., and William H. Meckling. 2019. Theory of the firm: Managerial behavior, agency costs and ownership structure.
Corporate Governance 19: 77–132.

Jones, Michael John, Andrea Melis, Simone Aresu, Silvia Gaia, Luigi Rombi, Panagioula Chaidali, and Omiros Georgiou. 2021. The
Future of Financial Reporting 2021: Narrative, Non-Financial Reporting and the Impact of BREXIT and the Coronavirus. A Discussion
Paper Based on the British Accounting and Finance Association (BAFA). London: Association of Chartered Certified Accountants.

Jones, M., and M. Smith. 2014. Traditional andalternative methods ofmeasuring the understandability of accounting narratives.
Accounting, Auditing & Accountability Journal 27: 183–208.

Kabara, Ali Shariff, Dewi Fariha Abdullah, Saleh FA Khatib, Ayman Hassan Bazhair, and Hamzeh Al Amosh. 2023. Moderating Role
of Governance Regulatory Compliance on Board Diversity and Voluntary Disclosure of Non-Financial Firms in a Developing
Country. Journal of Sustainability 15: 4527. [CrossRef]

Khlif, Hichem, and Khaled Samaha. 2016. Audit committee activity and internal control quality in Egypt: Does external auditor’s size
matter? Managerial Auditing Journal 31: 269–89. [CrossRef]

Kinateder, Harald, Tonmoy Choudhury, Rashid Zaman, Simone D. Scagnelli, and Nurul Sohel. 2021. Does boardroom gender diversity
decrease credit risk in the financial sector? Worldwide evidence. Journal of International Financial Markets, Institutions and Money
73: 101347. [CrossRef]

Kong, Lingqiang, Zhifeng Liu, and Jianguo Wu. 2020. A systematic review of big data-based urban sustainability research: State-of-the-
science and future directions. Journal of Cleaner Production 27: 123–42. [CrossRef]

Kumar, Satish, Pandey Nitesh, Corinne Post, John Goodell, and Rebeca García. 2023. Board gender diversity and firm performance: A
complexity theory perspective. Asia Pacific Journal of Management 40: 1289–320.

https://doi.org/10.1016/j.jacceco.2016.09.001
https://doi.org/10.1016/j.jacceco.2011.01.005
https://doi.org/10.1108/JAEE-11-2021-0378
https://doi.org/10.1111/1467-6281.00112
https://doi.org/10.3390/jrfm12020056
https://doi.org/10.1108/JIABR-09-2019-0176
https://doi.org/10.37868/hsd.v5i2.240
https://doi.org/10.57233/gujaf.v4i1.202
https://doi.org/10.1080/09603107.2010.505553
https://doi.org/10.1108/IJLMA-07-2012-0023
https://doi.org/10.1002/csr.2752
https://doi.org/10.18196/mb.v12i2.10804
https://doi.org/10.1108/CG-08-2023-0339
https://doi.org/10.1108/JFRA-03-2020-0061
https://doi.org/10.1108/JFRC-04-2021-0037
https://doi.org/10.3390/su15054527
https://doi.org/10.1108/MAJ-08-2014-1084
https://doi.org/10.1016/j.intfin.2021.101347
https://doi.org/10.1016/j.jclepro.2020.123142


J. Risk Financial Manag. 2024, 17, 500 24 of 25

Lending, Claire Crutchley, and Emilia Vähämaa. 2017. European board structure and director expertise: The impact of quotas. Research
in International Business and Finance 39: 486–501. [CrossRef]

Lepetit, Laetitia, Phan Huy Hieu Tran, and Thu Ha Tran. 2023. Executive and non-executive employee ownership and bank risk:
Evidence from European banks. The Quarterly Review of Economics and Finance 92: 291–319. [CrossRef]

Li, Di, and Erica X. N. Li. 2018. Corporate governance and costs of equity: Theory and evidence. Management Science 64: 83–101.
[CrossRef]

Li, Feng. 2008. Annual report readability, current earnings, and earnings persistence. Journal of Accounting and Economics 45: 221–47.
[CrossRef]

Li, Xitong, Hongwei Zhu, and Luo Zuo. 2021. Reporting technologies and textual readability: Evidence from the XBRL mandate.
Information Systems Research 32: 1025–42. [CrossRef]

Liao, Chih-Hsien, Albert Tsang, Kun Tracy Wang, and Nathan Zhenghang Zhu. 2022. Corporate governance reforms and cross-listings:
International evidence. Contemporary Accounting Research 39: 537–76. [CrossRef]

Lim, Chiehyeon, Kwang-Jae Kim, and Paul P. Maglio. 2018. Smart cities with big data: Reference models, challenges, and considerations.
Cities 82: 86–99. [CrossRef]

Lo, Kin. 2008. Earnings management and earnings quality. Journal of Accounting and Economics 45: 350–57. [CrossRef]
Lo, Kin, Felipe Ramos, and Rafael Rogo. 2017. Earnings management and annual report readability. Journal of Accounting and Economics

63: 1–25. [CrossRef]
Loughran, Tim, and Bill McDonald. 2014. Measuring readability in financial disclosures. The Journal of Finance 69: 1643–71. [CrossRef]
Mandagie, Yuana. 2021. Analyzing the impact of CAR, NIM and NPL on ROA of banking companies: An empirical study on BEI listed

companies. The International Journal of Economic 2: 72–87. [CrossRef]
Mankayi, Sinethemba, Frank Ranganai Matenda, and Mabutho Sibanda. 2023. An analysis of the readability of the chairman’s

statement in South Africa. Journal of Risks 11: 54. [CrossRef]
Mazumder, Mohammed, and Dewan Mahboob Hossain. 2023. Voluntary cybersecurity disclosure in the banking industry of

Bangladesh: Does board composition matter? Journal of Accounting in Emerging Economies 13: 217–39. [CrossRef]
Metwally, Abdelmoneim. 2022. The materiality of corporate governance report disclosures: Investigating the perceptions of external

auditors working in Egypt. Scientific Journal for Financial and Commercial Studies and Researches 3: 547–82. [CrossRef]
Metwally, Abdelmoneim, Abdelnasser Mohamed, and Salah Ali. 2021. The management report usefulness in lending decision:

Investigating Egyptian credit managers perceptions. Scientific Journal for Financial and Commercial Studies and Researches 2: 1–53.
[CrossRef]

Metwally, Abdelmoneim, Ahmed Abdelaty M. Elsharkawy, and Mohamed Ibrahim Salem. 2024. The impact of corporate social
responsibility on operating cash flow opacity: The moderating role of tax avoidance. Cogent Business & Management 11: 2390692.
[CrossRef]

Michelon, Giovanna, and Antonio Parbonetti. 2012. The effect of corporate governance on sustainability disclosure. Journal of
Management & Governance 16: 477–509.

Mollah, Sabur, M. Kabir Hassan, Omar Al Farooque, and Asma Mobarek. 2017. The governance, risk-taking, and performance of
Islamic banks. Journal of Financial Services Research 51: 195–219. [CrossRef]

Moreno, Alonso, and Araceli Casasola. 2016. A readability evolution of narratives in annual reports: A longitudinal study of two
Spanish companies. Journal of Business and Technical Communication 30: 202–35. [CrossRef]

Mousa, Gehan, Abdelmohsen Desoky, and Mohamed Yassin. 2023. Related party transactions, earnings management and governance
mechanism in emerging markets: The case of GCC countries. International Journal of Economics and Business Research 26: 1–23.
[CrossRef]

Nahar, Shamsun, and Mosammet Asma Jahan. 2021. Do risk disclosures matter for bank performance? A moderating effect of risk
committee. Accounting in Europe 18: 378–406. [CrossRef]

Nahum, Nurit, and Abraham Carmeli. 2020. Leadership style in a board of directors: Implications of involvement in the strategic
decision-making process. Journal of Management and Governance 24: 199–227. [CrossRef]

Nasr, Mahmoud A., and Collins G. Ntim. 2018. Corporate governance mechanisms and accounting conservatism: Evidence from
Egypt. Corporate Governance: The International Journal of Business in Society 18: 386–407. [CrossRef]

Nguyen, Thi Hong Hanh, Collins G. Ntim, and John K. Malagila. 2020. Women on corporate boards and corporate financial and
non-financial performance: A systematic literature review and future research agenda. International Review of Financial Analysis 71:
101–54. [CrossRef]

Novianri, Valentina Rani, Susi Sarumpaet, and Usep Syaipudin. 2023. Corporate Social Responsibility and Intellectual Capital and
Their Influence on Annual Report Readability: A Literature Review. International Journal of Asian Business and Management 2:
901–12. [CrossRef]

Ongore, Vincent, Peter K’obonyo, Martin Ogutu, and Eric M. Bosire. 2015. Board composition and financial performance: Empirical
analysis of companies listed at the Nairobi Securities Exchange. International Journal of Economics and Financial Issues 5: 23–43.

Nederveen, Pieterse, Daan Van Knippenberg, and Dirk Van. 2013. Cultural diversity and team performance: The role of team member
goal orientation. Academy of Management Journal 56: 782–804. [CrossRef]

Pucheta-Martínez, María Consuelo, and Isabel Gallego-Álvarez. 2020. Do board characteristics drive firm performance? An
international perspective. Review of Managerial Science 14: 1251–97. [CrossRef]

https://doi.org/10.1016/j.ribaf.2016.09.004
https://doi.org/10.1016/j.qref.2023.10.009
https://doi.org/10.1287/mnsc.2016.2570
https://doi.org/10.1016/j.jacceco.2008.02.003
https://doi.org/10.1287/isre.2021.1012
https://doi.org/10.1111/1911-3846.12729
https://doi.org/10.1016/j.cities.2018.04.011
https://doi.org/10.1016/j.jacceco.2007.08.002
https://doi.org/10.1016/j.jacceco.2016.09.002
https://doi.org/10.1111/jofi.12162
https://doi.org/10.35814/inquisitive.v1i2.2245
https://doi.org/10.3390/risks11030054
https://doi.org/10.1108/JAEE-07-2021-0237
https://doi.org/10.21608/CFDJ.2021.207396
https://doi.org/10.21608/cfdj.2021.129326
https://doi.org/10.1080/23311975.2024.2390692
https://doi.org/10.1007/s10693-016-0245-2
https://doi.org/10.1177/1050651915620233
https://doi.org/10.1504/IJEBR.2023.131783
https://doi.org/10.1080/17449480.2021.1942095
https://doi.org/10.1007/s10997-019-09455-3
https://doi.org/10.1108/CG-05-2017-0108
https://doi.org/10.1016/j.irfa.2020.101554
https://doi.org/10.55927/ijabm.v2i6.7230
https://doi.org/10.5465/amj.2010.0992
https://doi.org/10.1007/s11846-019-00330-x


J. Risk Financial Manag. 2024, 17, 500 25 of 25

Rahman, Dewan, and Muhammad Kabir. 2023. Does board independence influence annual report readability? European Accounting
Review 12: 1–28.

Ramadan, Maha Mohamed, and Mostafa Kamal Hassan. 2022. Board gender diversity, governance and Egyptian listed firms’
performance. Journal of Accounting in Emerging Economies 12: 279–99. [CrossRef]

Razek, Marwa Abdel. 2014. The association between corporate social responsibility disclosure and corporate governance: A survey of
Egypt. Research Journal of Finance and Accounting 5: 93–98.

Richards, Glenn, and Chris Van Staden. 2015. The readability impact of international financial reporting standards. Pacific Accounting
Review 27: 282–303. [CrossRef]

Riza, Alex Fahrur. 2019. Customer acceptance of digital banking in Islamic bank: Study on millennial generation. Proceeding of
Conference on Islamic Management, Accounting, and Economics 2: 66–74.

Saha, Rupjyoti, and Kailash Chandra Kabra. 2022. Corporate governance and voluntary disclosure: Evidence from India. Journal of
Financial Reporting and Accounting 20: 127–60. [CrossRef]

Sbai, Hicham, and Slimane Ed-Dafali. 2023. Gender diversity and risk-taking: Evidence from dual banking systems. Journal of Financial
Reporting and Accounting 21: 1–24. [CrossRef]

Seifzadeh, Maryam, Mahdi Salehi, Bizhan Abedini, and Mohammad Hossien. 2021. The relationship between management characteris-
tics and financial statement readability. EuroMed Journal of Business 16: 108–26. [CrossRef]

Shahwan, Tamer Mohamed. 2015. The effects of corporate governance on financial performance and financial distress: Evidence from
Egypt. Corporate Governance 15: 641–62. [CrossRef]

Shahwan, Tamer Mohamed, and Ahmed Mohamed Habib. 2020. Does the efficiency of corporate governance and intellectual capital
affect a firm’s financial distress? Evidence from Egypt. Journal of Intellectual Capital 21: 403–30. [CrossRef]

Sobhan, Raihan. 2021. Board Characteristics and Firm Performance: Evidence from the Listed Non-Banking Financial Institutions of
Bangladesh. International Journal of Management, Accounting & Economics 8: 1–17.

Stone, Gerard William, and Sumit Lodhia. 2019. Readability of integrated reports: An exploratory global study. Accounting, Auditing &
Accountability Journal 32: 1532–57.

Sun, Wenzhang, Jiawei Zhu, and Xuhui Wang. 2023. Do board secretaries influence annual report readability? Pacific Accounting Review
35: 126–60. [CrossRef]

Ujunwa, A., C. Okoyeuzu, and I. Nwakoby. 2012. Corporate board diversity and firm performance: Evidence from Nigeria. Revista de
Management Comparat International 13: 605–50.

Utami, Suci Aprilliani, and Nabila Pangestika Rengganis. 2024. Examining the moderating effect of bank size on the financial risk and
performance linkage of Islamic commercial banks. Journal of Corporate Governance and Organizational Behavior Review 8: 8–40.

Velte, Patrick. 2018. Does gender diversity in the audit committee influence key audit matters’ readability in the audit report? UK
evidence. Corporate Social Responsibility and Environmental Management 25: 748–55. [CrossRef]

Wang, Zhihong, Tien-Shih Hsieh, and Joseph Sarkis. 2018. CSR performance and the readability of CSR reports: Too good to be true?
Corporate Social Responsibility and Environmental Management 25: 66–79. [CrossRef]

Whiting, Rosalind, and Georgia Birch. 2016. Corporate governance and intellectual capital disclosure. Corporate Ownership and Control
13: 250–61. [CrossRef]

Xu, Wei, Zhenye Yao, and Donghua Chen. 2019. Chinese annual report readability: Measurement and test. China Journal of Accounting
Studies 7: 407–37. [CrossRef]

Yilmaz , Mustafa, Umit Hacioglu, Ekrem Mine Aksoy, and Selman Duran. 2023. Measuring the impact of board gender and cultural
diversity on corporate governance and social performance: Evidence from emerging markets. Economic Research-Ekonomska
Istraživanja 35: 1–174.

Zainodin, H. J., and S. J. Yap. 2013. Overcoming multicollinearity in multiple regression using correlation coefficient. AIP Conference
Proceedings 1: 416–19.

Zaman, Rashid. 2022. Corporate governance meets corporate social responsibility: Mapping the interface. Business & Society 61:
690–752.

Disclaimer/Publisher’s Note: The statements, opinions and data contained in all publications are solely those of the individual
author(s) and contributor(s) and not of MDPI and/or the editor(s). MDPI and/or the editor(s) disclaim responsibility for any injury to
people or property resulting from any ideas, methods, instructions or products referred to in the content.

https://doi.org/10.1108/JAEE-02-2021-0057
https://doi.org/10.1108/PAR-08-2013-0086
https://doi.org/10.1108/JFRA-03-2020-0079
https://doi.org/10.1108/JFRA-07-2022-0248
https://doi.org/10.1108/EMJB-12-2019-0146
https://doi.org/10.1108/CG-11-2014-0140
https://doi.org/10.1108/JIC-06-2019-0143
https://doi.org/10.1108/PAR-01-2022-0014
https://doi.org/10.1002/csr.1491
https://doi.org/10.1002/csr.1440
https://doi.org/10.22495/cocv13i2c1p6
https://doi.org/10.1080/21697213.2019.1701259

	Introduction 
	Contextual Ramifications 
	Literature Review and Hypotheses Development 
	Readability of Annual Reports and Board Characteristics 
	Board Size and Readability of Annual Reports 
	Non-Executive Members and Readability of Annual Reports 
	Board Meetings and Readability of Annual Reports 
	Board Culture Diversity and Readability of Annual Reports 
	Gender Diversity on the Board and the Readability of Annual Reports 

	Th Moderating Role of BS in the Association Between BC and BARR 

	Research Methodology 
	Population and Sample of the Study 
	Data Collection 
	Variables and Measurements 
	Dependent Variable: BARR 
	Independent and Control Variables 

	Empirical Model 

	Results and Discussion 
	Descriptive Statistics 
	Pearson’s Correlation 
	Panel Data Analysis 
	Results for the Impact of BC on BARR 
	The Moderating Role of BS Between BC and BARR 

	Further Robustness Analysis 

	Conclusions Limitations, and Recommendations for Future Research 
	Policy Implications 
	References

