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ABSTRACT

Stakeholders’ demands for transparent information have created a challenging
disclosure environment for listed companies in Sri Lanka. Therefore, the corporate
disclosure practices in Sri Lanka have changed dramatically over the last three decades.
The purpose of this study is to expand the understanding of corporate voluntary
disclosures in Sri Lanka while ascertaining the relationship between corporate
voluntary disclosures and firm value. Although a few studies have been undertaken in
Sri Lanka, this study provides new insights about voluntary disclosures in Sri Lankan
context. Sixty non-financial companies were selected based on market capitalization for
the study purpose. Company annual reports from 2009 to 2014 were scrutinized to find
the voluntary disclosures. Market related information was gathered from the data
library of Colombo Stock Exchange. Panel regression was utilized due to the nature of

time series and cross sectional.

This study supported for agency theory and legitimacy theory influencing the voluntary
disclosure practices in Sri Lanka to reduce the information asymmetry. The study
demonstrated that although the level of voluntary disclosure in Sri Lankan listed
companies is lower. However, it is acceptable compared to other similar countries. It is
confirmed that the size of firm was the most significant factor in determining voluntary
disclosure practices in Sri Lanka. Moreover, block holders negatively influenced to the
voluntary disclosures in Sri Lankan listed companies. Nevertheless, corporate
governance variables do not have any impact to the voluntary disclosure practices.
Furthermore, profitability, leverage, industry are not influencing voluntary disclosure

practices. This study has found that auditors’ duty has been limited to financial

XV



statements in Sri Lankan listed companies. This study provides the evidence that
corporate voluntary disclosures are signified in determining the firm value in Sri Lanka.
The questionnaire survey found that still investors believe voluntary disclosures in
annual reports provide support for their decision-making even though their decisions

are not largely dependent on voluntary disclosures.

The outcome of this study would encourage developing standards for disclosing
information in annual reports and persuading corporate managers to reform disclosure
practices. Results of this study might be interested to regulators, investment analysis
and market participants. Moreover, the cumulative effect of the major conclusion that
are made at the end of this study would help future policy and procedure formulation in

order to increase the quality and quantity of voluntary disclosures in Sri Lanka.
Key words: voluntary disclosure, value relevance, firm value, agency theory,

information asymmetry
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