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ABSTRACT

This discussion highlights the disclosure score of different components of
disclosure index of the selected state-owned commercial banks in Bangladesh.
The annual reports of the selected commercial banks were analyzed to determine
the extent of disclosure score of different components of disclosure index which
contained the items of information included in the disclosure index of the
selected commercial banks during the period under study. An index of disclosure
has constructed less than seven heading to measure the extent of disclosure score
of different components of disclosure index such as company profile items,
corporate structure items, accounting policy items, balances sheet assets items,
balance sheet liabilities items, income statement debit items and income
statement credit items. This study shows that the disclosure score of different
components of disclosure index is satisfactory and there was significant and non
significant difference in disclosure score of different components of disclosure
index between the selected state-owned commercial banks in different years.

Keywords: Financial Statements, Items of Disclosure, Disclosure Index,
Commercial Banks, Bangladesh

INTRODUCTION

Disclosure means communicating relevant and reliable information for the interested
stakeholders to make effective decision making process. Disclosure in financial reporting is
the presentation of necessary information related to a business entity to meet the needs of
different users. The users group needs accounting information to decide in their respective
field of interest. For example the investor group requires information regarding investment
feasibility. The creditors group requires information to form judgment regarding the credit
worthiness of the borrows. Thus the needs for information of the different groups vary. So, a
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company has to meet the demand of users but it is a difficult task to meet the demand of all
users because there are cost constraints. So, in the light of foregoing discussion disclosure
means disseminating relevant financial and non financial information of a business enterprise
to the audience of interest. Disclosure is an important variable in any measurement of
accounting quality together with such characteristics as measurement method; presentation
and timeliness of reporting and can take a number of different forms. Normally disclosure
might be considered in relation to the annual report but there are a number of other routes by
which company information is communicated (Marston and Robson, 1997). Disclosure means
the effective communication of meaningful information for the satisfaction of different
stakeholders. In Bangladesh disclosure practices are prescribed by the Companies Act, 1994,
Securities and Exchange Rules, 1987, Income Tax ordinance, 1984, the Accounting Standards
and Financial Reporting Standards adopted by the Institute of Chartered Accountants of
Bangladesh (ICAB). Proper disclosure of relevant information in the financial statements of a
company is of great importance, since the members of the company as well as other parties;
make most of their appraisals regarding the company on the basis of such statements. Annual
financial statements should, therefore, disclosure relevant financial information clearly and
accurately. Disclosure in financial reporting is the presentation of information necessary for
the optimum operation of efficient capital markets. This implies that sufficient information
should be presented to permit the prediction of future dividend trends and variability and the
co variability of future returns with the market. Emphasis should be placed on the preferences
of sophisticated investors and financial analysis. However, all investors need information to
evaluate the relative risks of individual firms in order to obtain diversified portfolios and
combination of investment that meet individual risk preferences. Creditors and governmental
agencies generally have the power to obtain additional information for their needs. The
ultimate objective of disclosure is to communicate timely, reliable, and material information
which is useful to the users of annual reports, in an intelligible form (Agarwal, 1995).
Disclosure is an important requirement in the preparation of financial statements. Disclosure
is defined as “a clear showing of a fact or condition on a balance sheet or other financial
statements, in foot notes applicable thereto, or in an audit report”. It enables the interested
parties to gain an insight into the functioning of an organization. In Bangladesh, disclosures to
be made by the companies registered under the Companies Act are governed by the said Act.
(Hye, 1986). In the corporate sector, accountability and transparency is the slogan of the day.
Communication of economic information to the interest groups is assuming greater
importance due to increasing control of economic activities by the corporate sector. Adequate
disclosure is the most important way by which we can meet the information need of diverse
interest groups of nation decision making. Meaningful communication through disclosure in
financial statement also ensures transparency and accountability (Akter and Hoque, 1993).

The banks which perform all kinds of banking activities and generally finance trade and
commerce are called commercial banking. A commercial bank is a profit-seeking business
firm, dealing in money and credit. Commercial banks are the most dominant financial
institutions in the domain of commerce and industry. Now-a-days, the function of bank is
not limited within the same geographical limit of any country. Due to globalization and free
market economy, this industry becomes the most powerful financial intermediary in the
field of trade and commerce and is facing severe competition in any country. Banking sector
provides facilities to rebuild the agriculture, industry as well as service sector by allowing
loans, credit and advances. It creates an opportunity of lucrative jobs for its better
employment structure. Government also in most cases depends on banking sector to meet
its emergency requirements (Alam, 2013). The banking sector of Bangladesh comprises four
categories of scheduled banks. These are state-owned commercial banks (SCBs), state-
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owned development financial institutions (DFIs), private commercial banks (PCBs) and
foreign commercial banks (FCBs). The study includes two state owned commercial banks
Janata Bank Limited and Agrani Bank Limited. Janata Bank Limited took over the business,
assets, liabilities, right, power, privilege and obligation of erstwhile Janata bank (emerged
as a Nationalized Commercial Bank in 1972), pursuant Bangladesh Bank Nationalization
Order 1972 (P.O. No. 26 of 1972) on a going concern basis through a vendor agreement
signed between the Ministry of Finance, People’s Republic of Bangladesh on behalf of
Janata Bank and the Board of Directors on behalf of Janata Bank Limited on 15 November
2007 with a retrospective effect from 1 July 2007. Again, Agrani Bank Limited (ABL) was
incorporated as a State Owned Commercial Bank on 17 May 2007 under the Companies Act
1994. Agrani Bank emerged as a Nationalized Commercial Bank following the Bangladesh
Banks (Nationalization) Order 1972 vides President’s Order No. 26 of 1972. On a going
concern basis ABL took over the business, assets, liabilities, rights and obligations of Agrani
Bank through a vendor’s agreement signed on 15 November 2007 between the Ministry of
Finance of the People’s Republic of Bangladesh & the Board of Directors of ABL with
retrospective effect from 1 July 2007.

OBJECTIVE OF THE STUDY

The main objective of the study is to know the extent of disclosure score of the different
components of disclosure index of the selected state-owned commercial banks in
Bangladesh for the period from 2009 to 2013.

METHODOLOGY OF THE STUDY

Research methodology is very much essential to evaluate the research problem
systematically. At present four state-owned commercial banks are working in Bangladesh
in which researcher selected two state-owned commercial banks such as Janata Bank
Limited (here in after Sample # 1) and Agrani Bank Limited (here in after Sample # 2) for
the present research study. The selection of the banks is based on the convenience in data
collection. The study is mainly conducted on the basis of secondary data and the secondary
data have been collected from journals, reports, economic review and audited annual
reports of the selected state-owned commercial banks. The various statistical tools like
average, standard deviation, coefficient of variation and T-test used for analyzing the
collected data.

HYPOTHESIS OF THE STUDY

Based on the review of related literature, the following hypotheses have developed and

tested:

Hoi: There is no significant difference in disclosure scores of the selected state-owned
commercial banks regarding the company profile items.

Hoz: There is no significant difference in disclosure scores of the selected state-owned
commercial banks regarding the corporate structure items.

Hos: There is no significant difference in disclosure scores of the selected state-owned
commercial banks regarding the accounting policy items.

Hos: There is no significant difference in disclosure scores of the selected state-owned
commercial banks regarding the balance sheet assets items.

Hos: There is no significant difference in disclosure scores of the selected state-owned
commercial banks regarding the balance sheet liabilities items.
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Hos: There is no significant difference in disclosure scores of the selected state-owned
commercial banks regarding the income statement debit items.

Ho7: There is no significant difference in disclosure scores of the selected state-owned
commercial banks regarding the income statement credit items.

CONSTRUCTION OF DISCLOSURE INDEX

A disclosure index has been constructed to find out the pattern of disclosure score by the
selected state-owned commercial banks. There are two types of disclosure indices such as
weighted index and un-weighted index. Researcher has constructed un-weighted index
using dichotomous scale for the purpose of the present research study. For constructing un-
weighted index researcher has been selected 98 items both voluntary and mandatory under
seven headings such as the company profile items, corporate structure items, accounting
policy items, balance sheet assets items, balance sheet liabilities items, income statement
debit items and income statement credit items. Each item of information has been given a
score of zero if it is not disclosed and a score of one has been awarded if that item is
disclosed by the selected state-owned commercial banks in the annual reports. Then the
total of raw score is divided by the total number of items and multiplied by 100 to get the
disclosure percentage. The following table clearly shows the 98 items of different part of
disclosure index:

Various Items of Disclosure Index

Various Components No. of Items | Percentage (%)
1. Company Profile Items 11 11.22

2. Corporate Structure Items 15 15.30

3. Accounting Policy Items 13 13.27

4. Balance Sheet Assets Items 19 19.39

5. Balance Sheet Liabilities Items 16 16.33

6. Income Statement Debit Items 11 11.22

7. Income Statement Credit Items 13 13.27
Total 98 100

(Source: Disclosure Checklist)

The total disclosure scores of the selected state-owned commercial banks measured by the
un-weighted disclosure method are as follows:

D =Y di
i=1

Where,

TD= Total Disclosure

d= 1 if the item di is disclosed
0= if the item di is not disclosed
n= number of items

FINDINGS AND TESTING HYPOTHESES OF THE STUDY

Year wise disclosure scores of company profile items: Hol: There is no significant difference
in disclosure scores of the selected state-owned commercial banks regarding the company
profile items.
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Table 1: Table showing the disclosure scores of the selected state-owned commercial banks
regarding company profile items during the years from 2009 to 2013

Year |Sample#1 (%) | Sample#2 (%) | t values | SL
2009 81.82 72.73

2010 90.91 90.91

2011 90.91 90.91

2012 90.91 90.91 1.000 |0.374
2013 90.91 90.91

Avg. 89.09 87.27

SD 4.07 8.13

CV 4.56 9.32

(Source: Audited Annual Reports of the Selected Commercial Banks)

Table 1 shows the year-wise disclosure scores regarding company profile items of the
selected state-owned commercial banks during the period under study. The average
disclosure scores of company profile items are 89.09% and 87.27% respectively. The
standard deviation of company profile items are 4.07 and 8.13 and the coefficient of
variation of company profile items are 4.56 and 9.32 respectively. It has been seen that the
Sample # 1 more disclosed of company profile items than Sample # 2 during the period
under study. Table also shows that the selected commercial banks disclose the company
profile items almost same. In order to see whether there is any significant difference in
disclosure scores of the selected commercial banks regarding the company profile items and
researcher conducted paired sample t test using SPSS. The result shows that t value is 1.000
which is significant at 0.374 levels. This indicates that there is no significant difference
between the disclosure scores regarding the company profile items of the selected
commercial banks. From the foregoing discussion it is evident that the disclosure scores of
the company profile items of the selected commercial banks are satisfactory.

Year wise disclosure scores of corporate structure items: Ho2: There is no significant
difference in disclosure scores of the selected state-owned commercial banks regarding the
corporate structure items.

Table 2: Table showing the disclosure scores of the selected state-owned commercial banks
regarding the corporate structure items during the years from 2009 to 2013

Year |Sample#1 (%) | Sample #2 (%) | t values | SL
2009 73.33 73.33

2010 73.33 73.33

2011 86.67 73.33

2012 86.67 86.67 1.000 |0.374
2013 86.67 86.67

Avg. 81.33 78.67

SD 7.31 7.31

CvV 8.98 9.29

(Source: Audited Annual Reports of the Selected Commercial Banks)

Table 2 shows the year-wise disclosure scores of corporate structure items of the selected
state-owned commercial banks during the period under study. The Table shows that the
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mean of disclosure scores of corporate structure items are 81.33% and 78.67% respectively.
The standard deviation of corporate structure items are 7.31 and 7.31 and the coefficient of
variation of corporate structure items are 8.98 and 9.29 respectively. The Table also shows
that the disclosure scores of corporate structure items of Sample # 1 is greater than Sample #
2 during the period under study but the difference of disclosing corporate structure items
between the selected commercial banks are poor. In order to see whether there is any
significant difference in disclosure scores of corporate structure items of the selected
commercial banks researcher conducted paired sample t test using SPSS. The result shows
that t value is 1.000 which is significant at 0.374 levels. This indicates that there is no
significant difference in disclosure scores of corporate structure items of the selected
commercial banks. From the previous discussion it is evident that the disclosure scores of
the corporate structure items of the selected commercial banks are satisfactory.

Year wise disclosure scores regarding accounting policy items: Ho3: There is no significant
difference in disclosure scores of the selected state-owned commercial banks regarding the
accounting policy items.

Table 3: Table showing the disclosure scores of the selected state-owned commercial banks
regarding the accounting policy items during the years from 2009 to 2013

Year |Sample#1 (%) | Sample#2 (%) |t values | SL
2009 76.92 69.23

2010 84.62 69.23

2011 84.62 76.92

2012 84.62 76.92 3.163 |0.034
2013 84.62 84.62

Avg. 83.08 75.38

SD 3.44 6.44

CV 4.14 8.54

(Source: Audited Annual Reports of the Selected Commercial Banks)

Table 3 shows the year-wise disclosure scores of accounting policy items of the selected state-
owned commercial banks during the period under study. The mean of disclosure scores of
accounting policy items are 83.08% and 75.38% respectively. The standard deviation of
accounting policy items of the selected commercial banks are 3.44 and 6.44 and the coefficient
of variation of accounting policy items of the selected commercial banks are 4.14 and 8.54
respectively. This Table indicates that the Sample # 1 disclosure scores of accounting policy
items are greater than Sample # 2 during the period under study. In order to see whether there
is any significant difference in disclosure scores of accounting policy items of the selected
commercial banks researcher conducted paired sample t test using SPSS. The result shows that
t value is 3.163 which is significant at 0.034 levels. This indicates that there is significant
difference in disclosure scores of accounting policy items of the selected commercial banks.
The Table also shows that the disclosure scores of accounting policy items of the selected
commercial banks are satisfactory during the period under study.

Year wise disclosure scores of balance sheet assets items: Ho4: There is no significant
difference in disclosure scores of the selected state-owned commercial banks regarding the
balance sheet assets items.
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Table 4: Table showing the disclosure scores of the selected state-owned commercial banks
regarding the balance sheet assets items during the years from 2009 to 2013

Year |Sample#1 (%) | Sample#2 (%) | t values | SL
2009 68.42 68.42

2010 68.42 68.42

2011 73.68 68.42

2012 73.68 73.68 1.633 |0.178
2013 78.95 73.68

Avg. 72.63 70.52

SD 4.40 2.88

CvV 6.06 4.09

(Source: Audited Annual Reports of the Selected Commercial Banks)

Table 4 shows the year-wise disclosure scores of balance sheet assets items of the selected
state-owned commercial banks during the period under study. The mean of disclosure scores
of balance sheet assets items of the selected commercial banks are 72.63% and 70.52%
respectively. Sample # 1 disclosed of balance sheet assets items more than Sample # 2. The
standard deviation of balance sheet assets items of the selected companies are 4.40 and 2.88
and the coefficient of variation of balance sheet assets items of the selected commercial banks
are 6.06 and 4.09 respectively. This means that the disclosure scores varied over the years
under study in respect of balance sheet asset items between the two selected commercial
banks. In order to see whether there is any significant difference in disclosure scores of balance
sheet assets items of the selected commercial banks researcher conducted paired sample t test
using SPSS. The result shows that t value is 1.633 which is significant at 0.178 levels. This
indicates that there is no significant difference in disclosure scores of balance sheet assets items
of the selected commercial banks during the period under study. From the above discussion it
is apparent that the average disclosure scores of the balance sheet assets items of Sample # 1
and Sample # 2 are satisfactory during the period under study.

Year wise disclosure scores regarding the balance sheet liabilities items: Ho5: There is no
significant difference in disclosure scores of the selected state-owned commercial banks

regarding the balance sheet liabilities items.

Table 5: Table showing the disclosure scores of the selected state-owned commercial banks

regarding the balance sheet liabilities items during the years from 2009 to 2013
Year |Sample#1 (%) | Sample #2 (%) | t values | SL

2009 62.50 62.50

2010 62.50 62.50

2011 62.50 62.50

2012 68.75 62.50 1.000 |0.374

2013 68.75 68.75

Avg. 65.00 63.75

SD 3.42 2.80

Cv 5.27 4.38

(Source: Audited Annual Reports of the Selected Commercial Banks)
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Table 5 shows the year-wise disclosure scores of balance sheet liabilities items of the selected
commercial banks during the period under study. The Table shows that the mean of
disclosure scores of balance sheet liabilities items of the selected commercial banks are
65.00% and 63.75% respectively. It is praiseworthy that balance sheet liabilities items have
been disclosed more by Sample # 1 than Sample # 2 during the period under study. The
standard deviations of balance sheet liabilities items of the selected commercial banks are
3.42 and 2.80 and the coefficient of variation of balance sheet liabilities items of the selected
commercial banks are 5.27 and 4.38 respectively. In order to see whether there is any
significant difference in disclosure scores of balance sheet liabilities items of the selected
commercial banks researcher conducted paired sample t test using SPSS. The result shows
that t value is 1.000 which is significant at 0.374 levels. This indicates that there is no
significant difference in disclosure scores of balance sheet liabilities items of the selected
commercial banks. The Table also highlights that the disclosure scores of balance sheet
liabilities items of Sample # 1 and Sample # 2 are satisfactory during the period under study.

Year wise disclosure scores regarding income statement debit items: Ho6: There is no
significant difference in disclosure scores of the selected state-owned commercial banks
regarding the income statement debit items.

Table 6: Table showing the disclosure scores of the selected state-owned commercial banks
regarding the income statement debit items during the years from 2009 to 2013

Year |Sample#1 (%) | Sample#2 (%) | t values | SL
2009 86.36 79.55

2010 86.36 81.82

2011 86.36 86.36

2012 88.64 86.36 2.060 |0.108
2013 88.64 88.64

Avg. 87.27 84.55

SD 1.25 3.73

CV 1.43 442

(Source: Audited Annual Reports of the Selected Commercial banks

Table 6 shows the year-wise disclosure scores of income statement debit items of the selected state-
owned commercial banks during the period under study. The mean of disclosure scores of income
statement debit items of the selected commercial banks are 87.27% and 84.55% respectively. From
the above Table it is observed that Sample # 1 disclosed of income statement debit items more than
Sample # 2. The standard deviation of income statement debit items of the selected commercial
banks are 1.25 and 3.73 and the coefficient of variation of income statement debit items of the
selected commercial banks are 143 and 442 respectively. This means that the value of SD and CV
in disclosure scores of Sample # 1 over the years under study is in respect of income statement debit
items lowest than that of Sample # 2. In order to see whether there is any significant difference in
disclosure scores of income statement debit items of the selected commercial banks researcher
conducted paired sample t test using SPSS. The result shows that t value is 2.060 which is
significant at 0.108 levels. This indicates that there is no significant difference in disclosures scores
of income statement debit items of the selected commercial banks during the period under study.
The Table also presents that the average disclosure scores of income statement debit items of the
selected commercial banks are satisfactory during the period under study.
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Year wise disclosure scores regarding income statement credit items: Ho7: There is no
significant difference in disclosure scores of the selected state-owned commercial banks
regarding the income statement credit items.

Table 7: Table showing the disclosure scores of the selected state-owned commercial banks
regarding the income statement credit items during the years from 2009 to 2013

Year |[Sample#1 (%) |Sample#2 (%) |t values SL
2009 |69.23 69.23

2010 |69.23 76.92

2011 |76.92 76.92

2012 |76.92 76.92 -1.000 |0.374
2013 |76.92 76.92

Avg. |73.84 75.38

SD |4.21 3.44

Cv |[5.70 4.56

(Source: Audited Annual Reports of the Selected Commercial Banks)

Table 7 shows the year-wise disclosure scores of income statement credit items of the
selected state-owned commercial banks during the period under study. The mean of
disclosure scores of income statement credit items of the selected commercial banks are
73.84% and 75.38% respectively which have been found during the period under study. The
standard deviation of income statement credit items of the selected commercial banks are
4.21 and 3.44 and the coefficient of variation of income statement credit items of the selected
commercial banks are 5.70 and 4.56 respectively during the period under study which is an
indication that the disclosure scores of income statement credit items are not same of the
two sample commercial banks during the period under study. In order to see whether there
is any significant difference in disclosure scores of income statement credit items of the
selected commercial banks researcher conducted paired sample t test using SPSS. The result
shows that t value is -1.000 which is significant at 0.374 levels. This indicates that there is no
significant difference in disclosure scores of income statement credit items of the selected
commercial banks during the period under study. This Table shows that the disclosure
scores of income statement credit items of Sample # 2 is greater than that of Sample # 1.
From the previous discussion it is apparent that the average disclosure scores of the income
statement credit items of the selected commercial banks are satisfactory during the period
under study.

CONCLUSION

The commercial bank is the most important financial institution in Bangladesh and it’s
closely related with the economic development of Bangladesh. At present commercial
banks is on of the most dynamic business sector in Bangladesh. The roles of commercial
banks especially state-owned commercial banks are very significant for improving the
economical condition and the standard of living people. This discussion highlights on the
measurement and analysis of the extent of the disclosure scores of different components of
the disclosure index of the selected state-owned commercial banks during the period under
study. Un-weighted disclosure index has been constructed for this purpose which contains
98 items of information both mandatory and voluntary under seven headings. The average
disclosure scores of different components of disclosure index are satisfactory and there was
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significant and non significant difference in disclosure scores of different components of
discourse index of the selected commercial banks during the period under study. The
information that is produced through preparing the different financial statements like
income statement, balance sheet, owners’ equity statement, cash flow statement and others
statement disclose in annual report of the selected commercial banks for the users and the
users of information desire that the management publish annual reports at the end of every
accounting period that should be relevant and reliable so that they take sound decision
according to their needs for fulfilling the various goals. The management of commercial
banks is responsible for providing and disclosing the correct, relevant and reliable
information for the interested users. So, the management of commercial banks should pay
attention for preparing the different financial statements. The various Accounting
Standards, the Companies Act 1994, the Banking Companies Act 1991, Bangladesh Banks
Orders and Circulars and other provisions should be made mandatory for preparing and
presenting the all necessary information. The selected commercial banks should ensure the
transparency of information disclose in financial statements shown in the annual reports.
Disclosure of adequate information is the most important thing for taking sound decision.
So, disclosure of information should be more timely and well structured for various
interested users so that they can make effective and dynamic decisions.
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