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Abstract
Purpose – This study aims to examine the contribution of board role performance and isomorphic forces on
internet ﬁnancial reporting.

Design/methodology/approach – This study is cross-sectional and correlational. Data were collected

through a questionnaire survey of 40 ﬁnancial services ﬁrms. The study’s unit of analysis was a ﬁrm. Chief
Internal Auditors and Chief Finance Ofﬁcers were the study’s unit of inquiry. Data were analyzed through
correlation coefﬁcients and linear regression using Statistical Package for Social Sciences.
Findings – The results suggest that board role performance and isomorphic forces are signiﬁcant predictors
of internet ﬁnancial reporting. However, board role performance is not a signiﬁcant predictor of internet
ﬁnancial reporting in the presence of isomorphic forces. The control and strategic roles of the board are
positively and signiﬁcantly associated with internet ﬁnancial reporting unlike the service role. Only the
coercive isomorphism is positively and signiﬁcantly associated with internet ﬁnancial reporting unlike the
normative and mimetic isomorphism.
Originality/value – This study provides initial empirical evidence on the contribution of board role
performance and isomorphic forces on internet ﬁnancial reporting using evidence from Uganda’s ﬁnancial service
ﬁrms. To the researcher’s knowledge, this is the ﬁrst perception-based study on internet ﬁnancial reporting.

Keywords Internet ﬁnancial reporting, Isomorphic forces
Paper type Research paper

1. Introduction
The usage of internet in ﬁnancial reporting is on the increase among ﬁrms around the world
(Dolinšek and Lutar-Skerbinjek, 2018; Mokhtar, 2017; Siala et al., 2014; Ettredge et al., 2002).
According to FASB (2000), ﬁrms prefer the internet for ﬁnancial reporting because of its low
cost of disseminating information, providing timely information, enhancing the extent and
type of information disclosed and improving access to potential investors. The use of ﬁrm’s
web site to disseminate information about its ﬁnancial performance is termed as internet
ﬁnancial reporting (IFR) (Purba et al., 2013; Debreceny et al., 2002). IFR is thus preferred as
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compared to the manual (traditional) ﬁnancial reporting because of its effectiveness in
communication over a large group of people especially investors, lenders and other
stakeholders at slightly a lower cost and in a timelier fashion (Dolinšek et al., 2014). Whereas
there is an increased internet usage worldwide especially in the ﬁnancial services ﬁrms, the
usage of internet in emerging economies such as Uganda is still low. Internet usage in
Uganda is at 31.4 per cent (about 13 million people) as compared to Africa’s 35.2 per cent
(Internet World Stats, 2017). According to Belson (2016), Uganda and Ethiopia are some of
those countries with the lowest internet connectivity and this implies that ﬁrms must invest
more resources in internet infrastructure to be able to upload ﬁnancial reports on a timely
manner. In the presence of low internet connectivity, there are ﬁnancial services ﬁrms such
as Stanbic Bank whose ﬁnancial statements can be found on their websites while other
ﬁnancial services ﬁrms do not upload their ﬁnancial statements on their websites. Questions
thus continue to rise on what exact mechanism can be employed to ensure all ﬁnancial
services ﬁrms’ ﬁnancial statements are uploaded on their websites.
The current debate on IFR is on what determines its adoption. A number of studies have
been conducted on the determinants of IFR but most of these studies have focused on ﬁrm
speciﬁc characteristics (Aly et al., 2010; Dolinšek et al., 2014 Mokhtar, 2017), board
independence (Abdelsalam and El-Masry, 2008), corporate governance efﬁciency (Botti et al.,
2014) and Audit committee effectiveness (Bin-Ghanem and Ariff, 2016). The call for further
studies by previous scholars is also common with the most recent being Mokhtar (2017) who
called for further studies on the effect of corporate governance on internet reporting. In
addition, Dolinšek and Lutar-Skerbinjek (2018) made a call for a study on IFR using
perceptions since existent studies had relied on disclosure indices. In this study, a
questionnaire survey is used to elicit views and opinions of chief internal auditors and chief
ﬁnance ofﬁcers. Mokhtar (2017) carried out a Meta analytic study on the determinants of
IFR and his ﬁndings were that there is a signiﬁcant positive association between ﬁrm size,
proﬁtability, leverage, auditor type and IFR. Mokhtar (2017) further found that investor
protection, masculinity, economic development, construction of disclosure index and
measurement proxies for independent variables moderate the association between
proﬁtability, leverage and IFR. In addition, Dolinšek et al. (2014) found that company size,
ownership concentration, legal form and sector of operation have a signiﬁcant relationship
with IFR in Slovenia. Audit committee effectiveness was found to be signiﬁcantly associated
with internet ﬁnancial reporting (Bin-Ghanem and Ariff, 2016).
There are hardly any studies that have linked board role performance and IFR. Available
scant studies have linked board role performance in terms of strategic, control and service
roles with internal controls over ﬁnancial reporting (Nalukenge et al., 2017) and human
capital (Nkundabanyanga et al., 2014). Nalukenge et al. (2017) found a positive signiﬁcant
association between board role performance and internal controls over ﬁnancial reporting
while Nkundabanyanga et al. (2014) found that board role performance is affected by prior
decisions like investing in corporate social responsibility activities, targeting employees that
augment ﬁrm characteristics like existence of appropriate human capital. Nkundabanyanga
et al. (2014) argued that an improvement in the quality of human capital explains positive
variances in board role performance. Studies that link isomorphic forces to IFR are
uncommon. Isomorphic forces have been linked to voluntary disclosures by scholars such as
Nyahas et al. (2017) who found that isomorphic forces are positively associated with
voluntary disclosures of listed ﬁrms in Nigeria. DiMaggio and Powell (1983) categorize
isomorphic forces into three: coercive, mimetic and normative. Given the scant literature on
the contribution of board role performance and isomorphic forces using evidence from
Uganda, this study aims to ﬁll this gap. This is done through a questionnaire survey of 40
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ﬁnancial services ﬁrms in Uganda. Results suggest that, both board role performance and
isomorphic forces (IF) are signiﬁcant predictors of IFR and explain 23 per cent of the
variance in IFR in Uganda.
The results in this paper are particularly important for several reasons. First, they
contribute to existing literature by providing initial empirical evidence on the contribution
of board role performance and isomorphic forces on IFR. This is important for regulators
like the Bank of Uganda and Insurance Regulatory Authority to encourage ﬁnancial
services ﬁrms to disseminate ﬁnancial performance information on their websites and for
supervision purposes. Second, the results suggest to management of ﬁnancial services ﬁrms
to respond to pressures from various stakeholders, as this will enable them to enjoy the
beneﬁts of adoption of IFR. Finally, the results suggest that, the community and other
external stakeholders can always demand for ﬁnancial information via the internet as this
saves the various stakeholders the cost of walking into bank premises to seek for
information.
The rest of the paper is organized as follows. Section 2 reviews literature and develops
hypotheses. This is followed by a discussion of the research methodology in Section 3.
Section 4 presents results. Section 5 is discussion of ﬁndings while the ﬁnal section is
summary and conclusion.
2. Literature review
2.1 Theoretical foundation
IFR is the distribution of corporate ﬁnancial performance information through the entity’s
website to a wide range of users for timely decision making. IFR is a topical issue in the
accounting arena, and we utilize the diffusion of innovation (DOI) theory and institutional
theory to inform our study. The theory of DOI asserts that innovation diffusion is a general
process not bound by the type of innovation studied, by whom the adopters are, or by place
or culture (Rogers, 2003). Rogers (1995, p. 5) deﬁned diffusion as the process by which an
innovation is communicated through various channels overtime among the members of a
social system. In accounting literature, DOI has been used in IFR and integrated reporting.
In the context of accounting, diffusion refers to the spreading of new accounting procedures
to and within organizations where they had not previously been present (Mellett et al., 2009,
p. 747). Rogers’ DOI theory is the most appropriate for investigating the diffusion of IFR
among ﬁnancial services ﬁrms since IFR is still new in the accounting arena especially in
developing countries. Sahin (2006) further suggests that, for one to adopt an innovation, he
or she will have the knowledge of what should be adopted, persuaded to adopt an innovation
and a decision to adopt an innovation will be taken. Rogers (2003) further argues that
uncertainty curtails the speed of adopting innovation but suggests that the adopters of a
given innovation should be alerted on the beneﬁts and dangers of such an innovation. DOI
theory recognizes that the fact that in any ﬁrm, there should be those individuals who may
spearhead an innovation and those individuals have been termed as change agents. DOI
identiﬁes managers or heads of institutions to spearhead an innovation among a social
system. Management and board of directors who are the internal stakeholders will make
decisions that aim at ensuring that the new accounting system is adopted and used if it can
be beneﬁcial to the entity. In the context of this study, the board can be the propagators of
IFR if they perform their control, service and strategic roles.
The institutional theory is based on the key idea that the adoption and retention of many
organizational practices are often more dependent on social pressures for conformity and
legitimacy than on technical pressures for economic performance (Kessler, 2013; DiMaggio
and Powell, 1983). The institutional theory is the most inﬂuential theory in recent decades

addressing issues of institutional development (DiMaggio and Powell, 1983; Meyer and
Rowan, 1977). This theoretical approach was developed in connection with the study of
organizations (DiMaggio and Powell, 1983) but has since been expanded to cover the
analysis of institutional change (Meyer and Rowan, 1977). The institutional theory suggests
that organizations respond to pressures arising from both their external and internal
business environments and adopt structures and practices that are accepted as appropriate
organizational choices and considered legitimate by other organizations in their ﬁelds
(DiMaggio and Powell, 1983; Meyer and Rowan, 1977). Similarly, Hoffman (1999) urges that
institutional theory deals with how organizations are affected by external and internal
forces which locate beyond their own control. These forces cause them to adopt similar
structures and practices. Hence over time, the organizations tend to become similar or
isomorphic (Hoffman, 1999; Meyer and Rowan, 1977). However institutional isomorphism is
a useful tool for understanding events that encompass organizational life (DiMaggio and
Powell, 1983) such as adoption of IFR. According to Mizruchi and Fein (1999), ﬁrms
constantly aim at maintaining and increasing legitimacy through agreeing with pressures
that arise from their institutional environment. These pressures could be classiﬁed into three
types that guide organizations toward isomorphism, namely coercive pressure stemming
from power exerted by the clients and the regulators, mimetic pressure arise from
mimicking reporting behaviors of successful competitors, peers and collaborators in the
uncertain environment (Dingwerth and Pattberg, 2009) and normative pressure which
describes the effect of cultural beliefs, professional standards and the inﬂuence of
professional communities on organizational characteristics (Ashworth et al., 2007). Thus,
isomorphic forces have an upper hand in explaining the adoption of IFR.
Having considered the theoretical framework, it is thus a worthwhile endeavor to explore
the empirical literature and develop hypotheses for this study.
2.2 Board role performance and internet ﬁnancial reporting
A review of existent literature reveals that board roles include control, service and strategic
(Nalukenge et al., 2017; Nkundabanyanga et al., 2014; Zahra and Pearce, 1989; Maassen, 1999
and Levrau and Van den Berghe, 2007). The control role originates from agency theory
where the board is supposed to monitor managers to ensure there is protection of the
shareholder’s wealth (Halme and Huse, 1997) while the strategic role involves aspects of
deﬁning business, developing the mission, scanning the environment, and selecting and
implementing a choice of strategies (Pearce and Zahra, 1991). The service roles involve coopting external inﬂuences, realizing contacts between board members and relevant
individuals to ensure availability of resources, enhancement of the company’s reputation
and also advising management in decision-making. Prior studies have examined the
inﬂuence of board role performance on earnings management, ﬁnancial reporting and
internal control system among others. However, these studies have used proxies such as
proportion of NEDs, ownership by directors and Chief Executive Ofﬁcer (CEO) dominance
to imply board monitoring and control (Nalukenge et al., 2017; Vicknair et al., 1993; Peasnell
et al., 2005; He, Labelle Piot and Thornton, 2009 and Michelon et al., 2015). Unlike these
previous studies, the study uses a perception-based measure of board role performance
where respondents were asked to rate the performance of the board.
We thus reason that board role performance encompasses the board executing all the
three roles (service, control and strategic role) which will inﬂuence IFR adoption among
ﬁnancial services ﬁrms. By boards performing their roles, they can help organizations
acquire resources and offer management with knowledge and skills (Hillman and Dalziel,
2003) which should improve IFR process. Pearce and Zahra (1991) note that a powerful
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board ensures organizational effectiveness. Regarding IFR, a board is expected to establish
strong processes of operational planning, budgeting, monitoring and reporting progress
(Culica and Prezio, 2009). To perform the above roles, the board is expected to ensure that
the right persons are selected (Eisenberg, 1997) which will enhance the practice of IFR.
Bananuka et al. (2018) found that board role performance is one of those governance factors
for the adoption of IFR in Uganda. Nalukenge et al. (2017) found a signiﬁcant relationship
between board role performance and internal controls over ﬁnancial reporting. This implies
that if board role performance is signiﬁcant in predicting internal controls over ﬁnancial
reporting, it is highly probable that board role performance can as well predict IFR.
Therefore, a board that puts in place mechanisms that promote ﬁnancial oversight, provides
strategic direction, vigilant in resource mobilization will lead to better IFR. In this study, it
can be hypothesized that:
H1. There is a signiﬁcant positive relationship between board role performance and
IFR.
2.3 Isomorphic forces and internet ﬁnancial reporting
Isomorphism is the notion that ﬁrms in similar positions in a ﬁeld encounter similar
circumstances, and so they often construct similar responses to each other on these fronts
(Amoako et al., 2017, p. 190). Isomorphism can be understood as a process of socialization in
terms of which aspects of everyday life are codiﬁed, formalized and institutionalized,
ensuring their general acceptance and rendering alternate practices unimaginable (Louw
and Maroun, 2017; Meyer and Rowan, 1977). For this study, isomorphism is the constraining
process forcing management and those charged with governance to behave like others
facing the same set of environmental conditions. The institutional theory recognizes that
ﬁrms operate within a social arena and considers the social, rather than purely
economic inﬂuences on ﬁrm practice. The theory recognizes that ﬁrm practices are inﬂuenced
by the existence and operation of institutions in their industry or country. These institutions
include the legal system (coercive isomorphism), other players in the same industry (Mimetic
isomorphism) and cultural and professional norms (Normative isomorphism). DiMaggio and
Powell (1983) categorize isomorphic forces into three: coercive, mimetic and normative.
Coercive isomorphism refers to companies being forced into a course of action. DiMaggio and
Powell (1991, p. 67) asserts that coercive isomorphism results from both the formal and
informal pressures exerted by other organizations on which an organization may be
dependent, as well as cultural expectations in which the organizations operate. Coercive
isomorphism results from political inﬂuence and problems of legitimacy (Amoako et al.,
2017). Mimetic isomorphism is a response in which corporations imitate other ﬁrms that are
viewed as more legitimate and successful (DiMaggio and Powell, 1983). In such situations,
companies follow early adopters from the same sector if they are uncertain about new
technology, often resulting in diffusion as a “fashion” (Xiao et al., 2004). Normative
isomorphism refers to the professionalization of norms, that is to say, the collective struggle
of members of an occupation to deﬁne their conditions and methods of work (DiMaggio and
Powell, 1983). DiMaggio and Powell (1983) explain that there are two features of
professionalization: through formal education (e.g. in universities), which advocates the DOI,
and through the establishment and expansion of professional networks across which new
models might diffuse rapidly.
There are minimal studies that link isomorphic forces to internet reporting except
for Bananuka et al. (2018) who identiﬁed industry pressures, client related pressures,
regulatory pressures and employee-related pressures as some of those pressures that

once imposed on the management and those charged with governance of ﬁnancial
institutions in Uganda to adopt IFR, then it will be adopted. Isomorphic forces have
been linked to voluntary disclosures (Nyahas et al., 2017), adoption of international
ﬁnancial reporting standards (Aboagye-Otchere and Agbeibor, 2012; Nurunnabi, 2017;
Louw and Maroun, 2017), auditing environmental matters (Chiang, 2010) and
sustainability reporting (Amoako et al., 2017). The use of the internet in ﬁnancial
reporting can be explained by the various pressures from regulators and shareholders
who are always demanding for detailed information about what takes place in an
organization (Mokhtar, 2017). Nyahas et al. (2017) found out that isomorphic forces are
positively associated with voluntary disclosures of listed ﬁrms in Nigeria. AboagyeOtchere and Agbeibor (2012) note that signiﬁcant isomorphic pressures such as legal
requirements are brought to bear on them to adopt the IFRS for SMEs. Nurunnabi
(2017) suggests that isomorphism especially coercive isomorphism should be more
proactive to ensure a successful implementation of IFRS. Further, Louw and Maroun
(2017) argue that isomorphic pressures are an important means for demonstrating how
corporate reporting requirements can be enforced and are, therefore, more than just
symbolic. Chiang (2010) conducted a study on Insights into current practices in
auditing environmental matters and found that isomorphic forces are signiﬁcant in
planning an audit and this has to do with deciding on whether to audit environmental
matters. Chiang (2010) points out that if management is interested in the audit of
environmental matters, auditors will have no option but to do so (normative
isomorphism). Relatedly, Amoako et al. (2017) signpost that institutional isomorphism
relates to sustainability reporting. Given the foregoing discussion, it can be
hypothesized that:
H2. There is a signiﬁcant positive relationship between isomorphic forces and IFR.
2.4 Control variables
The works of Bartov et al. (2000) suggest that failure to control for confounding
variables could lead to falsely rejecting the hypothesis when in fact it should be
accepted. For this reason, the researcher controls for ﬁrm size using number of
branches and capital structure. Prior scholars found that ﬁrm size is positively
associated with IFR (Dolinšek and Lutar-Skerbinjek, 2018; Dolinšek et al., 2014
Abdelsalam and El-Masry, 2008). Ashbaugh et al. (1999) noted that economies of scale
suggest that large ﬁrms are more likely to post-ﬁnancial reports on web sites. This is
because larger ﬁrms usually have more products and more complex distribution
networks, which require larger and more complex management information systems
and databases for management control purposes. In this study, it is expected that largesized ﬁrms will disclose their ﬁnancial performance information on their websites than
the small ﬁrms. Large ﬁnancial services ﬁrms in Uganda are those that have 20
branches and above (Senyonyi, 2017). There are minimal studies that have linked
capital structure with IFR. Studies have documented a positive signiﬁcant association
between capital structure and ﬁrm performance (Al-Kayed et al., 2014; Shyu, 2013).
Using the data obtained from the Taiwan Economic Journal regarding listed
manufacturing ﬁrms, capital structure was found to have a signiﬁcant positive effect
on performance in group-afﬁliated ﬁrms. Al-Kayed et al. (2014) found that Islamic
banks that use more equity than debt perform better than those that rely on majorly
debt ﬁnancing. In this study, it is expected that capital structure will be associated with
IFR.
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3. Methodology
3.1 Design, population and sample
This study’s research design is cross-sectional and correlational. The study population is 53
ﬁnancial services ﬁrms (Bank of Uganda, 2017; IRA, 2017). A sample of 47 ﬁrms was
generated using Yamane’s formula of 1973 that guides sample selection. According to
Yamane, sample size is given by n = N/(1þN(e)2 where n is a sample size, N is the total
population and e is tolerable error. Based on Yamane’s approach with a total population (N)
53 and tolerable error (e) 5 per cent. Proportionate sampling was employed ﬁrst to select 21
commercial banks out of 24 and second, to select 26 insurance ﬁrms out of 29. This was
followed by simple random sampling method without replacement. Of the 47 ﬁrms,
completed questionnaires were received from 40 ﬁrms indicating a response rate of 85
per cent. The response rate was high for a survey of this type considering that previous
studies involving such surveys are known to generate lesser percentage response rates. The
higher percentage response rate was possible because respondents were given 3 months to
complete the questionnaire and several callbacks were made. This study’s unit of analysis
was a ﬁrm and the unit of inquiry was the Chief Internal Auditors (CIAs) and the Chief
Finance Ofﬁcers (CFOs). For the unit of inquiry, the male respondents were 38 (or about 65
per cent) and the female respondents were 20 (or about 35 per cent). About 62 per cent had
completed university education (bachelor’s degree) and 38 per cent had master’s degree. In
all, 43 per cent were members to the Institute of Certiﬁed Public Accountants of Uganda, 48
per cent were members to Association of Chartered Certiﬁed Accountants (ACCA) and 5
per cent were members of other professional bodies. This means that the respondents were
able to comprehend the questions asked in the questionnaire and it also implies that chief
ﬁnance ofﬁcers and chief internal auditors are professional accountants. In total, 58 per cent
of the respondents had a work experience in the same ﬁrm for a period of more than ﬁve
years and this means that they had the necessary experience for this study.
3.2 The questionnaire and measurement of variables
A ﬁve-point Likert scale questionnaire ranging from strongly disagree to neutral to strongly
agree designed to measure the opinion of a respondent was used. Questionnaires may
contain close-ended questions and open-ended questions. According to Sudman and
Bradburn (1982), open-ended questionnaires encourage respondents to give their opinion
fully and with as much nuance as they are capable. However, this approach was not
applicable. This study uses a questionnaire with close-ended questions, as it is aimed at
calculating the mean ratings of the extent of agreement with the statements given. The fact
that this is the ﬁrst study to explore the relationship between intellectual capital, isomorphic
forces and IFR using perceptions, a questionnaire was considered more appropriate. The
questionnaire design is based on reviewing the existing literature on intellectual capital,
isomorphic forces and IFR. The dependent variable for this study is IFR. IFR is a function of
online general ﬁnancial information and ﬁnancial statement presentation (Dolinšek and
Lutar-Skerbinjek, 2018; Ahmed et al., 2017; Bin-Ghanem and Ariff, 2016; Dolinšek et al., 2014
Uyar, 2011; Bozcuk et al., 2011; Aly et al., 2010). IFR was operationalized in terms of ﬁnancial
statements presentation and online general ﬁnancial information. Previous scholars have
used disclosure indices to assess IFR but have called for a perception-based study where
ﬁnancial information users’ opinions are sought. In this study, the disclosure indices of
scholars such as Dolinšek and Lutar-Skerbinjek (2018), Ahmed et al. (2017), Bin-Ghanem and
Ariff (2016), Dolinšek et al. (2014), Uyar (2011), Bozcuk et al. (2011) and Aly et al. (2010) are
turned into statements where respondents indicate their degree of agreement with such
statements. This approach is helpful in equipping those ﬁrms that are not mindful or even

aware of IFR to understand what it is all about. Therefore, the perception-based approach
plays an important role in disseminating information to management and those charged
with governance in those ﬁrms that are slow at adoption of IFR. Board role performance was
operationalized in terms of control, strategic and service roles and this is in line with
previous scholars (Nalukenge et al., 2017; Nkundabanyanga et al., 2014; Nkundabanyanga
and Ahiauzu, 2012; Maassen, 1999; Zahra and Pearce, 1989). Isomorphic forces were studied
in terms of mimetic, coercive and normative isomorphism/forces (Louw and Maroun, 2017;
Nurunnabi, 2017; Nyahas et al., 2017; Aboagye-Otchere and Agbeibor, 2012; DiMaggio and
Powell, 1983; Meyer and Rowan, 1977). (Table I)
3.3 Validity and reliability of the research instrument
Content validity index and Cronbach’s (1951) a were used to test the validity and reliability
of the scales as measures of the study notions. The overall content validity index for this
study is 0.85 while Cronbach’s reliability index for board role performance, isomorphic
forces and IFR was 0.950, 0.852 and 0.973, respectively. The results afﬁrm that all the
components of the instrument had an acceptable Cronbach’s alpha greater than 0.7 which
indicates that the instrument was reliable (Field, 2009; Kline, 1999). To establish convergent
validity, the principal components for each variable were extracted by running principal
component analysis using Varimax rotation method and factor loadings below 0.5
coefﬁcients were suppressed to avoid extracting factors with weak loadings. Prior to
performing the principal component analysis for scales, we assessed the suitability of the
data for factor analysis based on sample size adequacy, the Kaiser–Meyer–Olkin (KMO) and
Bartlett tests. The results show the KMO values for board role performance, isomorphic
forces and IFR are 0.811, 0.678 and 0.823 respectively (Tables II-IV). According to Field
(2009), the KMO statistic varies between 0 and 1. Field (2009) further explains that a value of
0 indicates that the sum of partial correlations is large relative to the sum of correlations,
indicating dispersion in the pattern of correlations (hence, factor analysis is likely to be
inappropriate). However, a value close to 1 indicates that patterns of correlations are
relatively compact and so factor analysis should yield distinct and reliable factors (Field,
2009). KMO values of 0.5 and above are acceptable. Kaiser (1974) recommends accepting
values greater than 0.5 as barely acceptable (values below this should lead the researcher to
either collect more data or rethink which variables to include). Furthermore, values between
0.5 and 0.7 are mediocre, values between 0.7 and 0.8 are good, values between 0.8 and 0.9 are
great and values above 0.9 are superb (Hutcheson and Sofroniou, 1999). The KMOs for the
study variables are all above 0.5 which is acceptable. Bartlett’s test of Sphericity in all scales
reached statistical signiﬁcance (p < 0.05) (signiﬁcant value was 0.00 for each scale). The
major reason for carrying out factor analysis is to reduce the data into a manageable size
(Field, 2009).
3.4 The model
The study uses a hierarchical regression model in investigating the contribution of
intellectual capital and isomorphic forces on IFR among ﬁnancial services ﬁrms in Uganda.
Speciﬁcally, the model below was tested:
IFR ¼ b 0 þ b 1 BODROL þ b 2 IF þ CAP þ SIZE þ « j
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Isomorphic
forces

IF

BODROL

Global variable
Board role
performance

Table I.
Operating definitions
of the study
variables

Acronym

Normative
forces

Coercive forces

Mimetic forces

Service role

Strategic role

Control role

Dimensions

Respondents’ mean rank of the thirteen
items of information included in the
questionnaire on a ﬁve-point Likert
scale
Respondents’ mean rank of the ten
items of information included in the
questionnaire on a ﬁve-point Likert
scale
Respondents’ mean rank of the six items
of information included in the
questionnaire on a ﬁve-point Likert
scale
Respondents’ mean rank of the six items
of information included in the
questionnaire on a ﬁve-point Likert
scale
Respondents’ mean rank of the six items
of information included in the
questionnaire on a ﬁve-point Likert
scale
Respondents’ mean rank of the three
items of information included in the
questionnaire on a ﬁve-point Likert
scale

Measurement

Isomorphism is the constraining
process forcing management and
those charged with governance to
behave like
others facing the same set of
environmental conditions

The effectiveness of the board in
executing their control, service and
strategic roles

Definition

(continued)

Our industrial association emphasizes
adherence to professionalism

We upload our ﬁnancial statements on
the internet because we may be
penalized for not disclosing enough

Our board of directors helps our ﬁrm
acquire scarce resources like ﬁnances to
acquire equipment necessary for
internet provision
We copy industrial peers in coping up
with environmental uncertainties in our
organizational practices

The board ensures that the community
is in good terms with the ﬁrm through
monitoring activities of management in
respect to the community
The Board requires management to
have a unique corporate strategy

Sample item scale
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CAP

SIZE

Capital
structure

Firm size

Source: Primary data

b0
«j

Financial
statements
presentation

IFR

IFR

Online general
ﬁnancial
information

Dimensions

Acronym

Variable
Respondents’ mean rank of the
seventeen items of information included
in the questionnaire on a ﬁve-point
Likert scale
Respondents’ mean rank of the nine
items of information included in the
questionnaire on a ﬁve-point Likert
scale
1 if the ﬁrm uses both equity and loans
(debt), 2 if the ﬁrm’s source of ﬁnance is
only loans, and “0” otherwise
Dichotomous variables, 1 if the ﬁrm has
more than 20 branches; “0” otherwise
Constant
Error term

Measurement
IFR is the distribution of corporate
ﬁnancial performance information
through the entity’s website to a
wide range of users for timely
decision-making

Definition

Last year’s ﬁnancial calendar is
uploaded on the entity’s website

Our entity uploads a statement of proﬁt
or loss on its website for the previous
accounting period

Sample item scale
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Table II.
Factor structure for
board role
performance

The board ensures that the community is in good terms with
the ﬁrm through monitoring activities of management in
respect to the community
Our board of directors evaluates present and future
opportunities, threats and risks in the external environment,
and current and future strengths, weaknesses and risks of the
ﬁrm
Our directors leverage cross-cultural perspectives
Our board of directors encourages the idea that no employee
or group of employees should be in a position both to
perpetrate and to conceal errors or fraud in the normal course
of their duties
Our board of directors monitor the CEO
Our directors encourage development of everyone in this
organization to think globally
Our directors facilitate cross generational collaboration
Our directors break down glass ceilings (e.g. encourage and
promote women into senior management positions)
The board represents the ﬁrm at major functions
Our ﬁrm is reputed because of our board of directors
Our board of directors acts as a source of knowledge
bolstered by the number of contacts this board accesses
Our board of directors determines business unit strategies
and plans designed to implement the corporate strategy
Our board of directors act as a “sounding board” for why a
particular individual is being considered for an executive
position
The Board requires management to have a unique corporate
strategy
The Board contributes to strategy development through
careful reﬁnement of strategic plans
The Board reviews the corporate strategy quite often
The board ratiﬁes major decisions of management
Our board of directors harnesses cross-sector partnerships
The Board sets resources aside to achieve the mission of the
ﬁrm
The Board ensures that corporate strategy is well thought
and executed
The Board monitors managers’ activities to ensure that they
are acting in the interest of owners
Our board delegates authority to management
Our board of directors provides advice on new ways of
identifying and developing talent in this ﬁrm
Our board of directors helps our ﬁrm acquire scarce resources
like ﬁnances to acquire equipment necessary for internet
provision
Our board of directors engages in activities that link our
organization to others through the internet

Control
role

Component
Strategic
role

Service
role

0.743

0.716
0.693

0.672
0.669
0.666
0.659
0.631
0.621
0.561
0.540
0.533
0.527
0.919
0.874
0.837
0.718
0.642
0.616
0.605
0.600
0.581
0.544
0.854
0.807
0.671
(continued)

Item
The board represents the Institution’s interests in the
community
Our board of directors extend the ﬁrm’s network contacts
The board secures linkages with various stakeholders in the
business environment
Our board of directors brings to this ﬁrm beneﬁcial ideas
obtained elsewhere
Eigen values
Percentage of variance
Cumulative percentage

Control
role

Component
Strategic
role

Service
role

0.542
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ﬁnancial
reporting
adoption
277

0.531
13.075
22.955
22.955

2.169
21.780
44.735

0.522
1.933
14.496
59.231

Notes: KMO = 0.811; Approx; Chi square = 1474.803; Bartlett’s test of Sphericity: df = 406; Sig = .000;
Extraction Method: Principal Component Analysis; Rotation Method: Varimax with Kaiser Normalization;
Rotation converged in 5 iterations
Source: Primary data

4. Results
4.1 Descriptive statistics
Means and standard deviations were generated to summarize the observed data. These are
presented in Table V. The statistics show that the mean rating for the dependent variable
(IFR) is 3.11 with a maximum of 5.00 and minimum of 1.38. This implies that the usage of
internet in ﬁnancial reporting is not fully adopted across all ﬁnancial services ﬁrms. The
existence of a minimum score of 1.38 implies that there are ﬁrms that completely have not
yet adopted IFR while the existence of a maximum score of 5 means that there are ﬁrms that
have adopted IFR. For the independent variables (BODROL and IF), the mean for board role
performance is 4.06 with a minimum score of 2.59 and a maximum score of 5. The mean for
isomorphic forces is 3.71 while the minimum score is 1.8 and the maximum score is 5. The
standard deviations are small as compared to the means especially for the independent
variables and this implies that the calculated means highly represent the observed data
(Field, 2009; Saunders et al., 2007).
We further present skewness and kurtosis values for assessing normality of the data
since Pearson correlation coefﬁcient requires data to be normal. Nkundabanyanga et al.
(2014) and Tabachnick and Fidell (2007) maintain that normality of variables enhances the
solution and such normality tests are done using measures of variation and speciﬁcally
skewness and kurtosis whose values should be zero. According to Garson (2012), a skew
should be within þ2 to 2 range when the data are normally distributed and a skew of þ1
to 1 is also acceptable. Garson (2012) further explains that once kurtosis is within the
range of þ2 to 2, the data set are normally distributed. Field (2009) explains that, normal
data will have values of skewness and kurtosis ranging from 3.29 to 3.29. Field (2009)
further demonstrates that, positive values of skewness indicate a pile up of scores on the left
of the distribution whereas negative values indicate a pile up on the right. Field (2009)
further explains that positive values of kurtosis indicate a pointy and heavily tailed
distribution, whereas negative values indicate a ﬂat and light-tailed distribution. Table V
results indicate that our data set is normally distributed with values falling into the range of
3.29 to 3.29.
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Table III.
Factor structure for
isomorphic forces

We copy industrial peers in coping up with environmental
uncertainties in our organizational practices
We upload our ﬁnancial information on our website because other
players in the industry are doing so
Our practice of ﬁnancial reporting is shaped by peers in the industry
We upload ﬁnancial information on our website since other companies
outside the industry are doing so
We follow industry leaders when dealing with new developments
We benchmark our competitors when copying with uncertainties
We upload our ﬁnancial statements on the internet because we may be
penalized by our clients for not disclosing enough
Our website is monitored by our regulator and or client to be sure that
ﬁnancial information has been uploaded
We upload our ﬁnancial information because our regulator and or
clients requires us to do so
Our license to operate may be invoked by the regulator and or our
client if we do not disclose enough using all the available means
Our regulator and clients require us to disclose any information that is
vital to third parties on our website
Provision of ﬁnancial information to the public by this ﬁrm is
mandatory
Our industrial association emphasizes adherence to professionalism
Our staff are encouraged to adhere to professional code of ethics of
their respective professions
Our organization considers professional qualiﬁcations in their
recruitment policy
Eigen values
Percentage of variance
Cumulative percentage

Mimetic
forces

Component
Coercive Normative
forces
forces

0.854
0.836
0.827
0.801
0.787
0.738
0.805
0.798
0.774
0.743
0.704
0.547
0.920
0.911
4.889
28.106
28.106

2.807
22.194
50.300

0.781
2.448
17.330
67.630

Notes: KMO = 0.678; Approx; Chi square = 648.220; Bartlett’s test of Sphericity: df = 105; Sig. = 0.000;
Extraction Method: Principal Component Analysis; Rotation Method: Varimax with Kaiser Normalization;
Rotation converged in 5 iterations
Source: Primary data

4.2 Correlation analysis results
Table VI shows correlation analysis results. The correlation analysis results reveal that
board role performance has a signiﬁcant positive relationship with IFR (r = 0.454**, p <
0.01). This ﬁnding implies that a positive change in board role performance will lead to a
positive change in IFR. In terms of BODROL constructs, the control and strategic roles of the
board are positively and signiﬁcantly associated with IFR unlike the service role. Further,
correlation analysis results reveal that isomorphic forces is positively and signiﬁcantly
associated with IFR (r = 0.412**, p < 0.01). These results conﬁrm H2. For isomorphic forces
dimensions of mimetic forces, coercive forces and normative forces, coercive forces are
positively and signiﬁcantly associated with IFR. Mimetic and normative isomorphism are
not signiﬁcantly associated with IFR. For the control variables, capital structure is
signiﬁcantly associated with IFR adoption. We can thus temporarily say our research
hypotheses are supported. H1 and H2 are preliminarily supported. Given that correlation

Component

Item
Our entity uploads a statement of proﬁt or loss on its website for
the previous accounting period
Our entity uploads a statement of ﬁnancial position on its website
for the past accounting period
Our entity uploads a statement of proﬁt or loss on its website for
the current accounting period
This entity’s ﬁnancial statements are easily visible on the website
Our entity uploads a statement of cash ﬂows for the year ended on
its website for the previous accounting period on its website
Our entity uploads a statement of ﬁnancial position on its website
for the current accounting period
Our entity uploads a statement of changes of equity for the
previous accounting period on its website
This entity’s ﬁnancial statements are in a downloadable format
Our entity uploads a statement of cash ﬂows for the year ended on
its website for the current accounting period on its website
This entity’s ﬁnancial statements are in a PDF format
Our entity uploads a statement of changes of equity for the
current accounting period on its website
Our entity uploads its accounting policies on its website
This entity’s website has a tab for investor relations
This entity’s annual reports are uploaded on the entity’s website
This entity’s proﬁtability is displayed on its website
This entity’s ﬁnancial highlights are uploaded on the entity’s
website
The chairman’s statement for the current year is uploaded on this
entity’s website
Last year’s ﬁnancial calendar is uploaded on the entity’s website
Interactive share price charts can be found on this entity’s website
The name of investor relations or the public relations ofﬁcer is on
the entity’s website
This entity’s website has the ﬁnancial calendar of the current year
The email address of the entity’s investor relations ofﬁcer or
public relations ofﬁce is displayed on this entity’s website
This ﬁrm’s dividend pay ratio for the previous years is uploaded
on the entity’s website
Video documentaries capturing the entity’s performance is
uploaded on the entity’s website
This entity has an option on its website for email subscription
alerts
This entity’s ﬁnancial statements are in an alternative currency
Eigen values
Percentage of variance
Cumulative percentage

Financial
statements
presentation

Online
general
financial
information
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0.929
0.883
0.877
0.874
0.871
0.863
0.855
0.846
0.826
0.804
0.786
0.775
0.728
0.702
0.631
0.625
0.521
0.863
0.841
0.823
0.813
0.803
0.753
0.711

13.881
43.060
43.060

0.658
0.611
3.935
25.463
68.523

Notes: KMO = 0.823; Approx; Chi square = 1907.890; Bartlett’s test of Sphericity: df = 325; Sig. = 0.000;
Extraction Method: Principal Component Analysis; Rotation Method: Varimax with Kaiser Normalization.
otation converged in 3 iterations
Source: Primary data
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IFR
Financial statements
presentation
Online general
ﬁnancial information
Board role
performance
Control role
Strategic role
Service role
Isomorphic forces
Mimetic forces
Coercive forces
Normative forces
Firm size
Capital structure

Table V.
Descriptive statistics Source: Primary data

Minimum Maximum

Statistic Statistic

Statistic

Mean

SD

Skewness
Kurtosis
Std.
Std.
Statistic Statistic Statistic Error Statistic Error

40

1.38

5.00

3.11

1.02

0.08

0.37

1.27

0.73

40

1.35

5.00

3.33

1.18

0.08

0.37

1.40

0.73

40

1.00

5.00

2.68

1.06

0.21

0.37

1.04

0.73

40
40
40
40
40
40
40
40
40
40

2.59
2.23
2.70
2.67
1.80
1.17
1.75
1.67
0.00
0.00

5.00
5.00
5.00
5.00
5.00
5.00
5.00
5.00
2.00
1.00

4.06
4.03
4.16
3.96
3.71
3.37
3.72
4.37
0.88
0.36

0.52
0.60
0.60
0.62
0.62
0.95
0.84
0.77
0.88
0.48

0.72
1.23
0.67
0.07
0.51
0.46
0.69
1.92
0.25
0.59

0.37
0.37
0.37
0.37
0.37
0.37
0.37
0.37
0.37
0.37

0.36
2.22
0.21
0.62
1.19
0.28
0.19
4.55
1.70
1.70

0.73
0.73
0.73
0.73
0.73
0.73
0.73
0.73
0.73
0.73

analysis results cannot form a basis for the conclusion on whether our hypotheses are
supported, we further carry out a regression analysis to conﬁrm our hypotheses.
4.3 Regression analysis results
After obtaining preliminary results from the bivariate correlations between the independent
and the dependent variable, a regression analysis was run to further substantiate the study
hypotheses. Regression results as presented in Table VII indicate that both board role
performance and isomorphic forces explain 22.9 per cent of the variance in IFR (Adjusted
R2 = 0.229). However, board role performance is a signiﬁcant predictor of IFR in the absence
of isomorphic forces. A hierarchical regression analysis tool was used to establish
the contribution of independent variable on IFR. In a hierarchical regression, predictors are
selected based on past work and one decides in which order to enter the predictors into
the model but most preferably based on their level of importance in predicting the outcome
variable (Field, 2009). The hierarchical regression analysis is powerful in testing which
independent variable contributes more to the variances in the dependent variable and also
indicates the incremental power of an additional independent variable to the already
existing variable(s) in explaining the dependent variable (Sekaran, 2003; Field, 2009).
Control variables were therefore entered ﬁrst (in Model 1) in order to eliminate the noise,
they may have in the ﬁnal model. Model 1 in Table VII is the starting model with only
control variables and results indicate that control variables do not explain any signiﬁcant
variance in IFR, and this also means that the research models are not sensitive to
confounding factors and the models are highly credible. The standardized b values were
used in this study and not the unstandardized b because, the later takes on real values with
no common measurement and yet this study had control variables which were measured
differently from the study variables. In Model 2, board role performance was entered and
found signiﬁcant (standardised b = 0.397). However, in Model 3, both board role
performance and isomorphic forces were entered, and only isomorphic forces were found

1

2

3

4

5

6

7

Notes: **Correlation is signiﬁcant at the 0.01 level (two-tailed); *correlation is signiﬁcant at the 0.05 level (two-tailed)
Source: Primary data

IFR (1)
1
Online General Financial Information (2) 0.784** 1
Financial statements presentation (3)
0.956** 0.566** 1
Isomorphic forces (4)
0.412** 0.240
0.433** 1
Coercive forces (5)
0.437** 0.280
0.448** 0.737** 1
Mimetic forces (6)
0.307
0.190
0.317*
0.807** 0.272 1
Normative forces (7)
0.066
0.124
0.029
0.398*
0.085 0.167
1
Board role performance (8)
0.454** 0.159
0.528** 0.400*
0.300 0.260
0.306
Control role (9)
0.432** 0.153
0.500** 0.356*
0.285 0.184
0.347*
Strategic role (10)
0.423** 0.195
0.469** 0.293
0.293 0.139
0.191
Service role (11)
0.256
0.008
0.336*
0.406** 0.146 0.444** 0.209
Firm size (12)
0.135
0.016
0.187
0.120
0.106 0.187
0.213
Capital structure (13)
0.335*
0.378*
0.265
0.092
0.175 0.016
0.024

Variable

1
0.914**
0.894**
0.700**
0.126
0.205

8

1
0.707**
0.471**
0.134
0.201

9

11

12

13

1
0.528** 1
0.095
0.075 1
0.139
0.186 0.140 1

10
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Board role performance
Isomorphic forces
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Table VII.
Hierarchical
regression analysis

Control variables
Capital structure
Firm size
Model F
R2
Adjusted R2
F change
R2 change

Model 1

Model 2

Model 3

VIF

Tolerance

2.765

1.157
0.397**

1.327
0.235
0.397**

1.316
1.274

0.760
0.785

0.358**
0.141
4.439**
0.270
0.209
7.387**
0.150

0.305
0.106
5.163**
0.371
0.299
5.624**
0.101

0.322
0.090
2.528
0.120
0.073
2.528
0.120

Note: **Signiﬁcant at the 0.01 level
Source: Primary data

signiﬁcant. In the absence of isomorphic forces, board role performance predicts 20.9 per
cent of IFR.
5. Discussion
Based on the present study results, both board role performance and isomorphic forces
contribute to IFR though in the presence of isomorphic forces, the predictive power of board
role performance is subsumed. Under IFR, the following information is expected on an
entity’s website:
 statement of proﬁt or loss for both the current and previous accounting period;
 statement of ﬁnancial position for both the current and the previous accounting
period;
 statement of changes in equity for both the current and the previous accounting
period;
 statement of cash ﬂows for both the current and the previous accounting period;
 ﬁnancial statements in a downloadable format;
 ﬁnancial statements are clearly visible;
 ﬁrm’s accounting policies;
 ﬁrm’s proﬁtability;
 tab for investor relations;
 entity’s annual reports;
 entity’s ﬁnancial highlights;
 chairman’s statement for the current year;
 ﬁrm’s ﬁnancial calendar of the current and previous years;
 interactive share price charts;
 video documentaries capturing the entity’s performance;
 the name and email of the investor relations ofﬁcer;
 ﬁnancial statements in an alternative currency; and
 option for email subscription alerts.

IFR among ﬁnancial services ﬁrms in Uganda is more associated with board role
performance than isomorphic forces. IFR being a new tool for disclosing ﬁnancial
information, it is important that the board performs its roles. According to Maassen (1999)
and Zahra and Pearce (1989) board roles are strategic, service and control. These roles need
to be performed in order for ﬁrms to adopt IFR. Further, the study results in terms of
isomorphic forces are in line with those of the previous studies for example, Nyahas et al.
(2017) found out that isomorphic forces are positively associated with voluntary disclosures
of listed ﬁrms in Nigeria. The present results support the notion that external pressures
force the organization to adjust its ways of operation and ﬁt into those pressures.
The present study ﬁndings signpost that the board is expected to perform control roles such
as ensuring the community is good terms with the ﬁrm through monitoring management’s
activities in respect to the community, monitor the CEO, encourage the idea that no employee or
group of employees should be in a position both to perpetrate and to conceal errors or fraud in
the normal course of their duties, determining business unit strategies and plans designed to
implement the corporate strategy, contributing to strategy development through careful
reﬁnement of strategic plans, engaging in activities that link the entity with others through the
internet, acquiring scarce resources like ﬁnances to acquire equipment necessary for internet
provision among others. It should be noted that, management and those charged with
governance should ensure that ﬁnancial statements of the entity are uploaded on the entity’s
website since it is a clear indicator that, ﬁnancial statements have been provided to the public.
Therefore, board role performance and isomorphic forces are critical for improvement of IFR
among ﬁnancial services ﬁrms. The results of this study thus make it obvious that once board
roles are not performed and management is not mindful of responding to external pressures
especially those from clients and regulators, it is possible that IFR among ﬁrms will remain low.
6. Summary and conclusion
This paper aimed to establish the contribution of board role performance and isomorphic forces
on IFR. To achieve this, a questionnaire survey of 40 ﬁnancial services ﬁrms was used. The
Pearson correlation coefﬁcient and ordinary least square multiple regression analysis to
analyze the data was used. Results of the study indicate that board role performance and
isomorphic forces contribute signiﬁcantly to IFR to the extent of 23 per cent.
The results in this paper are particularly important for several reasons. First, they
contribute to existing literature providing initial empirical evidence on the contribution of
board role performance and isomorphic forces on IFR. This is important for regulators like
the Bank of Uganda and Insurance Regulatory Authority to encourage ﬁnancial services
ﬁrms to disseminate ﬁnancial performance information on their websites. Second, the
results suggest to management of ﬁnancial services ﬁrms to respond to pressures from
various stakeholders, as this will enable them to enjoy the beneﬁts of adoption of IFR.
Finally, the results suggest that the community and other external stakeholders can always
demand for ﬁnancial information via the internet as this helps them in terms of reducing
costs of accessing information from the respective ﬁnancial services.
As with any study, our study has a number of limitations, for example, the study was crosssectional. This implies that changes in behavior over time were not monitored. Further, the
study did not allow respondents to freely express their feelings on IFR since the study used
close-ended questionnaires. Future studies may focus on other determinants of IFR in emerging
economies and elsewhere using perceptions. In addition, the same study may be carried out in
other national settings. Future studies may also employ mixed methods design and or a purely
qualitative research approach. Nevertheless, the present study provides initial empirical
evidence on the contribution of board role performance and isomorphic forces on IFR.
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