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ABSTRACT

The purpose of this study was to examine the degree to which corporate governance
mechanisms affect the level of compliance with IFRS in Ghana. Board characteristics, audit
committee characteristics and ownership structures are use as proxy for corporate governance
mechanisms. 26 companies listed on the Ghana stock market was sample for the study from 2008Q1
to 2017Q4. Ordinary Least Squares (OLS) estimation techniques were employed for the study. The
study finds the level of compliance with IFRS to be about 100%. The study further reveals that,
there is a positive significant relationship between the level of compliance with IFRS and board
independence, government ownership and a negative relationship with CEO duality. The findings
suggest that corporate governance mechanisms are capable of improving the level of compliance
with IFRS in Ghana. It is thus recommended for policy makers to develop a framework that would
ensure that firms pay more attention to their board dynamics so as to enhance the overall corporate
reporting environment.
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INTRODUCTION

Since the introduction of IFRS, the subject of compliance has attracted a great deal of
attention from a number of scholars most especially in the developed countries (Mazzi et al., 2017,
Cascino & Gassen, 2015; Rajhi, 2014; Izzo et al., 2013; Glaum et al., 2013;Tsalavoutas, 2011;
Tsalavoutas, 2010). Similarly, the number of high profile corporate scandals over the years has
highlighted the significance of good corporate governance. This is because corporate governance
structures play a key role in the corporate reporting process of each firm. For instance, in the case of
Ghana, the Companies code of 1963 Act 179 has placed; the sole responsibility for the preparation
and presentation of financial information on the shoulders of the management. In the last hundred
years Corporate Governance (CG) mechanisms have being used as a tool to promptly deal with
corporate failures or systemic crises. For instance, in the 1700’s, the south sea bubble gave the
world it first well-document failure of governance, this brought about major reforms in business law
and practices in England. According to Borgia (2005); the 1929 stock market crash revolutionized
the securities laws and caused the US security market to put proper laws in place as a safe guard
against future occurrence. In a similar manner, the collapse of a number of blue chip companies
(Enron & Parmalat) especially in the developed countries in the 1900’s highlighted the significance
of CG structures as these collapses were attributed to weak governance practices. These occurrence
were triggered by the financial crisis in Asian in mid-1997 and the US housing market crisis, which
started worldwide financial crisis in the beginning of 2000 (Ghana SEC, 2002). More so, in the
last decade the subject of CG in developing countries has also gain much attention (Malherbe &
Segal, 2001; Lin, 2001; Goswami, 2001; Oman, 2001). For example; in the case Ghana, CG and
institutional governance took a dramatic turn when Security and Exchange Commission introduce
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the 2002 best code of standards as well as other best practice guidelines by other institutions such as
Institute of Directors (loD). These reforms came about as a response to the need for better
protection for investors. On the international level, CG has become more prominent than ever, due
to cross boarder trading and investments activities, as result international agencies have made
continuous called on state institutions, regulators and other private institutions to closely monitor
and implement appropriate governance procedures in order to promote good governance practices
in business entities. This is particularly important given that in the case of Ghana, the companies’
code of 1963 Act 179 have placed the duty on the directors to prepare and fairly present the
financial statements. These obligations includes; applying appropriate accounting policies,
designing, implementing and maintaining proper internal controls that are relevant to the
preparation and fair presentation of the financial reports that are devoid of material inconsistency.
The reasons for this, is to ensure that there is transparency, quality and reliability in the financial
reporting environment.

Besides this, in the report of the external auditor’s report usually included in the annual
reports of the firm, the responsibility for management to prepare and present true and fair financial
information in accordance with the relevant accounting provisions in this case the IFRS is normally
highlighted. IAS 8 also point to the responsibilities of management for the preparation of financial
statements. When it mentioned that, in the absence of a standard or an interpretation that
specifically applies to a transaction, management shall use its judgment in developing and applying
an accounting policy that results in information that is relevant and reliable. Clearly, these
provisions highlights the role of management in the corporate reporting process of a firm and so to a
greater extent is in a position to influence the extent to which the accounting provisions outlined in
the IFRS would be complied with.

Despite this significant role of management in the corporate reporting process, it appears
strange that several empirical studies have been conducted on the compliance with accounting
standards but rather neglected the contributions of corporate governance mechanisms in the context
of Ghana. For example, the focus of Appiah, et al., (2016) in their study to examine the compliance
with International Financial Reporting Standards using listed firms in Ghana was on firm specific
characteristics such as firm age, size, profitability etc. without any consideration for management
who ultimately decide on the accounting policies to apply and comply with in the financial
reporting process. Other prior literature argues that, the level of compliance with IFRS is influence
by profitability. Researchers as such Agyei-Mensah (2014); Wallace, et al., (1994); Naser (1998)
Finds a positive association with the level of disclosure, in a sharp contrast (Malone et al., 1993).
Finds no positive association between the level of firm’s compliance with IFRS disclosure and
profitability, and in a similar manner Juhmani (2012); Al-saeed (2006); Glaum & Street (2003);
reports that, the level of compliance with IFRS is not significantly related to profitability. Juhman
(2017) finds that the level of compliance with IFRS disclosure is positively associated with board
independence, By contrast, Verriest, et al., (2013) found that, companies’ exhibits heterogeneity in
both compliance. Garcia-Meca & Sanchez-Ballesta (2010) concludes that, there is a positive
association between voluntary compliance with IFRS and board independence; however these
findings were significant to only countries with strong investor protection rights. Borgi fendri
(2017) examine the effects of Audit committee characteristics on compliance with IFRS for Related
Party Disclosure: evidence from South Africa, their findings revealed a positive association
between compliance with IFRS for Related Party Disclosure and AC independence, however Ba-
Abbad & Wan-Hussin (2011) finds that AC independence is not associated with the level of
compliance with IFRS disclosure. Moen & Williams (1994) argues that an AC whose membership
IS not up to three or more is most likely to be ineffective. Anderson et al reported that the large audit
committee can be more effective because there are more members with variety of expertise to
enable them to carryout different kinds of tasks that include the monitoring financial reporting
practices. Consistent with this claim, some findings suggest that AC with high numbers can
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positively affect the quality of reporting process (Felo et al., 2003). This indicates that up to date we
are not aware of the direct effect of those in the center of the firm’s financial reporting process on
the level of compliance with accounting standards in the case of Ghana. Acknowledging this
limitation in scope and the contradictory findings; Appiah, et al., (2016) pointed to the need for
further studies in the subject area in order to shed more light using corporate governance
mechanisms. Notwithstanding this call, one year down the line, their call still remains unanswered.
Hence, the main thrust of this work is to examine the degree to which corporate governance
mechanisms is associated with firms’ compliance with accounting standards more especially in a
developing country’s perspective.

MATERIALS AND METHODS

The population of the study was all listed firms on the Ghana stock exchange out of which
the sample is selected. The GSE is chosen because it is considered as one of the most vibrant and
active stock market in sub-Saharan Africa (Abor & Fiador, 2013). It also provides a convenient
platform to source all relevant data required. Furthermore, all listed firms on the GSE are required
by law to comply with IFRS, thus making GSE an appropriate population for this research work.

Companies trading on (GSE) were selected for this study as representing the total
population. Even though the researchers targeted all companies listed on the GSE, the researchers
were only able to concentrate on the period from 2008- 2019 making a total of 12 years. The year
2008 was chosen as the earliest year because IFRS was adopted in Ghana in 2007, most companies
was able to comply in the year 2008. The 2019 was also chosen as a cutoff point because annual
reports for 2020 could not be obtained for most of the firms. As at the time of this research work, 42
companies were trading on the GSE. Out of this number 13 companies were excluded because of
missing data. With the remaining 29 companies, 3 companies (Eco bank Transnational
Incorporation, Tullow and Anglo gold Ashanti) were further excluded because their financial
statements were reported in foreign currency, after these 26 companies were left for the study. This
resulted in 312 firm-year observations utilized for the study.

Tablel
SAMPLE SIZE AND SAMPLING TECHNIQUE

SECTOR NUMBER COMPANIES %

Financial 10 38

Agro-forestry 2 8
pharmaceutical and Beverages 3 12

Mining & Oil 2 8
Information Technology 3 12
Manufacturing & Trading 6 23
Totals 26 100

Variables

The independent variables used in this study are board characteristics which are proxy by
board independence representing the percentage of outside directors on the board and board size
representing the numbers of directors on the board. Audit committee characteristics is measured by
audit committee independence which is the percentage of outside directors on the committee whiles
audit committee size looks at the total number of directors on the committee. Ownership structure is
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proxy by managerial ownership measured as the percentage of shares held by directors in the
company and government ownership also measured on 1 if government has an interest in the
company otherwise 0. The variable definitions and measurement as consistent with Juhamni,
(2017). This study controls for company size, profitability and auditor type.

These variables and their measurement are summarized in the table below.

Table 2
VARIABLES MEASUREMENT AND SYMBOLS USED TO REPRESENT THEM
VARIABLE MEASUREMENT SYMBOL EXZIIE(;;IFED
IAS1 CIND Total compliance index score is,
STEP 1: A score of 1 is assign, if a company
Dependent Variable disclose in its annual report an item contained IAS1 CIND
in the IAS1 provision in the year under review,
0 for noncompliance.
STEP 2: The overall compliance index of a
firm is the sum of the items of provision
disclose divided by the total actual number
provisions of items contained in IAS1
INDEPENDENT VARIABLES
Board independence Percentage_of independent non-executive BORD INDP N
directors on the board
Board Size Total number of directors on the Board BOD SIZE +
Audit committee Percentage of non-executive directors on the AUDIT N
independence audit committee COMM. INDP
Audit committee size Number of directors on the committee AU[;ICZEMM +
Management The proportion of shares owned by mangers MNG OW i
Ownersship (i.e., the CEO and inside directors)
Government Government ownership, a dummy variable that
. equals 1 if a government-linked company and 0 GOV OW +
Ownership .
otherwise
CONTROL VARIABLES
Company Size The company’s natural log of total assets CO. SIZE
A return on equity measured as the ratio of the
Profitability companies’ net income to companies’ PROF.
shareholders equity

Econometric Model Specification

The study employs a panel data regression. This is because the data set consists of
observations of multiple variables over multiple time periods. Thus panel data combines time series
and cross sectional data. It is also appropriate for this study because of its ability to take into
account heterogeneity problem or individual effects in cross sectional data and give more
informative data. The general form of the panel data model is specified as:

Vi, =a+ BXic &

The subscript i denotes the cross-sectional dimension and t represents the time-series
dimension. The left-hand variable y represents the dependent variable in the model, which
represents the level of compliance with IFRS disclosure requirements listed on the Ghana Stock
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Exchange. Bx contains the set of explanatory variables in the estimation model, « is taken to be
constant, overtime t and specific to the individual cross-sectional unit i.

Therefore, the model is thus specified as follows:

To determine the impact of the three CG mechanisms on the level of compliance with IFRS
disclosure requirements, the following model regression model is specified

CIND = By + B,BORD INDP + B,BOD SIZE + B;AUD COMM INDP + B,AUD COMM SIZE
+ BsMNG OW + B4GOV OW + B,COSIZE + BgPROF + e ..........1

Where; CIND is compliance index, BORDINDP is board independence, BODSIZE is board
size, AUD COMM INDP is audit committee independence, AUD COMM SIZE is audit committee
size, MNG OW is managerial ownership, GOV OW is government ownership, COSIZE is company
size and PROF is profitability.

To determine the impact of Board characteristics on the level of compliance with IFRS
mandatory disclosure requirements. This econometric model is proposed.

CIND = By + B;BORDINDP + B,BODSIZE + B, COSIZE + Bs PROF + € ............2

To determine the impact of Audit characteristics on the level of compliance with IFRS
disclosure requirements.

CIND = Sy + f;AUD COMM INDP + ,AUD COMM SIZE + 3;COSIZE + B, PROF
+e........3

To determine the impact of Ownership structure on the level of compliance with IFRS
disclosure requirements.

CIND = By + ByMNGOW + B,GOVOW + B3COSIZE + B, PROF + € ... ... ... . 4

OLS technique is used to analyse the impact of CG on the level of compliance with IFRS.
The use of this regression technique is consistent with prior literature such as Juhmani (2017);
Appiah, et al., (2016); Verriest, et al., (2013); Ba-Abbad & Wan-Hussin (2011). Preliminary tests
are considered to validate the basic regression assumptions before the results are run. Among these
test conducted include the correlation and multicollinearity test using the Spearman Correlation
Matrix and Variance Inflation Factor (VIF) correspondingly. Equally, the normality of the data
utilized has also been tested using the normality test.

The study employed a panel data regression. This is because panel data combines time series
and cross sectional data. It is also appropriate for this study because of its ability to take into
account heterogeneity problem or individual effects in crosses sectional data and it is more robust in
analysis.

The data is analyse in line with the main objectives of the study. Consistent with the prior
IFRS compliance literature, ordinary least-square regression is used to investigate the relationship
between CG mechanisms (independent variables) and the level of compliance with IFRS
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mandatory disclosure requirements as dependent variables and three other firm-specific attributes as
control variables. The analysis is done with the aid Stata version 13. The results is then analyzed
and discussed and appropriate recommendations suggested where necessary. The research work is
concluded by offering policy recommendations.

RESULTS AND DISCUSSIONS

This section presents the descriptive statistics of the study to highlight the shape of the data.
Diagnostic tests have also been presented to ensure that the basic regression assumptions are met
prior the analysis of results. The analytical result of the data is also presented according to the
objectives.

Descriptive Statistics

The descriptive statistical test results of all the sample companies are presented in terms of
minimum, maximum, average and standard deviation for both the dependent and independent
variables of the study. The results show that the level of compliance with IFRS disclosure ranges
from a minimum of 84% to a maximum of 100%, with an average of 97% and a standard deviation
of 3%. This result implies that on average 97% of the sampled firms listed on the Ghana stock
exchange comply with the disclosure requirements contained in IAS 1. This result is with Appiah,
et al., (2016); Juhmani (2017) who recorded 99% and 94% respectively in a similar study. The
result of the study is a clear indication that CG mechanism is a key determinant of compliance and
thus confirms the overall objective of this study. The results also show that the board has an average
size of 8.2 ranging from a minimum of 3 to a maximum of 13. This may be considered a reasonable
board size since it falls within corporate governance directive for the financial sector by the Bank of
Ghana.

Table 3

DESCRIPTIVE STATISTICS
VARIABLE MEAN STD. DEV. MIN MAX
COMPLIANCE INDEX 0.973 0.034 0.839 1.000
BODSIZE 8.282 2.082 3.000 13.000
BODINDP 0.783 0.135 0.333 0.923
AUDCOMMSIZE 4.410 1.528 2.000 11.000
AUDCOMMINDP 0.787 0.188 0.500 1.000
GOVTOW 0.769 0.423 0.000 1.000
MNGOW 0.134 0.216 0.000 0.734
COSIZE 6.553 1.378 4.340 9.324
PRO (0.349) 6.786 (80.692) 12.895

Source: Developed from Stata regression output.
DIAGNOSTIC TEST

This sub-section of the study considers various preliminary tests to ensure that the basic
regression assumptions are satisfied before the results are run. Among these test conducted include
the correlation and multicollinearity test using the Spearman Correlation Matrix and Variance
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Inflation Factor (VIF) correspondingly. Equally, the normality of the data utilized has also been
tested using the normality test.

Table 4
CORRELATION AND VIF TEST
COMPLIANCE | BODSIZE | BODINDP | AUDCOM-~E AUDCOM- | CEODU | GOVTO MNGO COSIZE PRO VIF
P AL w w
COMPLIANCE 1.000
BODSIZE 0471 1.000 2.290
BODINDP 0.128 0.221* 1.000 2.770
AUDCOMMSIZE -0.085 0.239* -0.031 1.000 1.860
AUDCOMMINDP 0.269* 0.218* 0.235* -0.594** 1.000 1.790
CEODUAL -0.316* -0.221* 0.014 0.402** -0.413** 1.000 1.220
GOVTOW 0.872** 0.526** 0.281* 0.006 0.332* -0.180 1.000 1.790
MNGOW -0.638** -0.523** -0.115 0.037 -0.228* 0.278* -0.535** 1.000 1.540
COSIZE 0.133 0.451** 0.196 0.139 0.048 0.194 0.108 -0.163 1.000 1.690
PRO -0.065 -0.234* -0.135 -0.263* 0.146 -0.196 -0.082 0.076 -0.135 1.000 | 2.310

Source: Developed from Stata regression output. Note: The variables are defined in table 4 *, ** Correlation is
significant at the 0.05, 0.01 level (two-tailed), respectively.

Generally, the Variance Inflation Factor (VIF) analysis and the Spearman Correlation test
are usually relied on to test the presence of multicollinearity. From the correlation results reported
in table 4.2 below, it shows that there exist modest correlations among the variables. This is evident
in the results, which indicate that the highest correlation recorded is about 0.872 between
compliance index and government ownership. However, this cannot be considered too high to be a
problem given that, it does not exceeds the suggested threshold of 0.90 recommended by Hair, et
al., (1995). More so, the VIF results presented suggest that the issue of multicollinearity is not
likely to be problematic, given that all the VIF figures recorded for the test variables are well below
the 10 threshold recommended by Hair, et al., (1995). They agreed that a VIF below 10 should not
be problematic.

Normality Test

The Shapiro-Wilk test was performed in order to test the normality of the data. The results
obtained indicated that null hypothesis stating that the data is normal was sustained as the
probability recorded was 0.040, which is below the 5% criterion level. This suggest that the data is
normally distributed signifying the absence of outlier.

Compliance Index and Two Corporate Governance Mechanisms

The regression results obtained for the relationship between three distinct groups of
corporate governance mechanisms (board characteristics, audit committee characteristics and
ownership structures) and level of compliance with IFRS are presented and discussed. The results
recorded and presented in table 3 reveal that only one of the proxies used to measure board
characteristics (board independence) is positive and significant with the other proxy (board size)
having a positive coefficient but not significant. In addition, two proxies namely Government
Ownership (GOVTOW) and Management Ownership (MNGOW) were employed to measure
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ownership structures. The results of the regression indicates that management ownership has a
negative but shows an insignificant relationship (P-value>0.05). Therefore this study fails to reject
the null hypothesis and concludes that management ownership does not affect IFRS compliance.

However, government ownership records a positive and statistically significant relationship
(P-value<0.05) with IFRS compliance. Hence, the study rejects the null hypothesis in favor of the
alternative hypothesis and concludes that government ownership has a positive relationship with
IFRS compliance.

Finally, the results reveal that both proxies employed to measure audit committee
characteristics are negative and not significant.

Table 5
REGRESSION RESULTS OF COMPLIANCE INDEX AND TWO CORPORATE
GOVERNANCE MECHANISMS

Variables Coef. Std. Err. T-Value P>z
BODSIZE 0.0003696 0.000298 1.240 0.215
BODINDP 0.009354 0.0045064 2.080 0.038
AUDCOMMSIZE -0.000447 0.000760 -0.590 0.556
AUDCOMMINDP -0.007486 0.0088075 -0.850 0.395
GOVTOW 0.0513732 0.0062482 8.220 0.000
MNGOW -0.001933 0.0025605 -0.750 0.450
COSIZE 0.0001193 0.0007002 0.170 0.865
PRO -0.0000139 0.0000394 -0.350 0.724
_cons 0.9342787 0.0104401 89.490 0.000

R-Square 26

No. Obs 106

Source: Developed from Stata regression output
Board Characteristics and Level of Compliance

The results obtained from running model 2 to test the relationship between the effect of only
board characteristics proxied by board size (BODSIZE) and board independence (BODINDP) on
the level of firms’ compliance with IFRS are presented and discussed in this section of the study.
From table 4 presented below, the stepwise regression results records an r-square of about 0.28
indicating that the model is capable of predicting only up to about 28% of the changes in
compliance with IFRS. It is equally shown in the same table that only board independence
continues to have a positive and significant relationship with the level of compliance with IFRS
which is consisted with the combined results recorded using model 1. This is particularly not
surprising given that one of the key ingredients required for any board to function effectively is the
independence of mind to operate without any undue influence. Once the board has the opportunity
to operate independently, all things being equal, it is expected that in order to maintain their
individual hard earned reputation, they would insist on the firm to make full compliance with
applicable provisions. This has the effect of enhancing the level of compliance with IFRS as
suggested by the results. The results presented thus support hypothesis 1, which suggested that an
increase in the level of board independence leads to an influence on compliance with IFRS
disclosure requirements. Similarly, the results recorded is consistent with the findings of other
scholars such as Juhmani (2017); Susilowati (2010). However, on the other side, the results sharply
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contradict results of other researchers like Haniffa & Cooke (2002); Garcia-Meca & Sanchez-
Ballesta (2010).

Table 6
REGRESSION RESULTS OF COMPLIANCE INDEX AND BOARD CHARACTERISTICS
Coef. Std. Err. A P>z
BODSIZE 0.000329 0.000284 1.160000 0.246
BODINDP 0.009363 0.003568 2.620000 0.009
COSIZE -0.000012 0.000751 -0.020000 0.987
PRO -0.000018 0.000040 -0.450000 0.650
_cons 0.962987 0.009063 106.260000 0.000
R-Square 28
No. Obs. 152

Source: Developed from Stata regression output.
Ownership Structure and Level of Compliance

The results of three measures of ownership characteristics namely CEO duality, government
ownership and management ownership and the level of firm IFRS compliance are presented in table
7 below and discussed at this stage of the study. Consistent with hypothesis 5, the results reveal that
management ownership recorded an inverse and insignificant relationship with IFRS compliance.
However, the results on government ownership, which is positive and significant with the level of
firms’ compliance with IFRS and supports hypothesis 5. This said, the presence of government on
the board of any corporate body would imply the company making all required disclosures. This,
ownership exhibits a positive outcome. This result is thus in line with the opinion of Naser, et al.,
(2006) who used the legitimate and the stakeholder theories to argue that government may put
pressure on the firm via government appointed board members to disclose more social and
environmental information rather than only financial information in order to improve social
perception of firms in which it has significant control. Furthermore Williams (1999) Bourgeois
theory of political economy, suggest that, government plays a key role in reducing the adverse
effects of imperfect competition and externalities by establishing an adequate corporate reporting
policy. The theory suggests that when the state has shareholdings in the company the socio-political
and economic system of a nation interacts to shape the perceptions of the organizations on the need
to release financial and environmental information that meets stakeholders’ social expectations.

Table 7
REGRESSION RESULTS OF COMPLIANCE INDEX AND OWNERSHIP STRUCTURE
Coef. Std. Err. Z P>z
GOVTOW 0.05253 0.00822 6.39000 0.00000
MNGOW -0.00016 0.00235 -0.07000 0.94500
COSIZE 0.00008 0.00065 0.12000 0.90800
PRO -0.00003 0.00004 -0.70000 0.48400
_cons 0.93564 0.00886 105.59000 0.00000
R-Square 29
No. Obs. 106
Source: Developed from Stata regression output
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However, the results of the regression model 1 shows that the other four CG mechanisms
(i.e., board size, audit committee, audit committee independence and managerial ownership) are not
significantly associated with the level of compliance with IFRS disclosure. Strangely, this results
shows that audit committee independence and AC size has no association with the level of
compliance with IFRS. But contrary to this, AC from extant literature (Faisal & Saad, 2010; Blue
Ribbon Committee, 1999; Ramsay, 2002; Smith, 2003) and theoretical points of view should result
in an improvement in the financial reporting process and the quality to be specific. Traditionally,
the AC is a sub-committee of the board of directors and by law should have at least three non-
executives directors; this lays credence to the fact that AC is key to the financial reporting process.
The findings (board size, audit committee characteristics and managerial ownership) above could be
attributed to the argument put forward by Bova & Pereira (2012) that Ghana’s capital market is
quite open and implementation of IFRS lax. More so, most of these studies with a positive
relationship (AC and compliance with IFRS) are conducted in developed countries where stringent
regulatory regime can have an impact on the outcome of studies but this cannot be said of emerging
economies such as Ghana where regulatory regimes are weak. Moreover, the results support the
assumption that disclosures are of higher quality when firms have strong CG, and firms with higher
quality governance make more extensive disclosures on the financial statement (Verriest et al.,
2013). The results of this study indicate that audit committee characteristics have no impact on the
level compliance with IFRS, which is consistent with findings of Anderson, et al., (2004).

CONCLUSION

The overall aim of this study is to examine the extent to which corporate governance
mechanisms represented by three main characteristics including board characteristics, audit
committee characteristics and ownership structures. The results obtained from the study provide
evidence that firms on average comply with the IFRS to about 97%. Specifically, the results
documented that corporate governance mechanisms represented by board characteristics (board
independence) has a positive and a significant relationship with the extent to which firms in Ghana
comply with the IFRS. It can also be concluded from the results that audit committee characteristics
represented by audit committee independence and size is not significant to determine the decisions
by firms to comply with IFRS in Ghana. However contrary to this, prior studies reveal a moderate
to a strong relationship between the AC characteristics and compliance with IFRS. This situation
could be attributable to specific factors, which may include but not limited to the following:
Ghana’s economic environment is dominated by companies, in which stockholding are tightly
owned and controlled by close families and or friends. Due to the nature of closely held ownership
of stocks in companies, board members are equally likely to be members who are familiar with the
appointing authorities, in the light of this; the extent to which stringent CG rules would be applied
is likely to be lax. From this, it can be concluded that ownership structures play an active role on the
level to which firms in Ghana comply with the provisions of accounting standards. Given the results
documented in this study, it is safe to conclude that in the context of Ghana, corporate governance
mechanisms determine to an extent the level of firms compliance with IFRS.

Recommendation

On the basis of the findings documented, the study suggests for policy makers such as ICAG
which is the body charged with the responsibility to regulate the accountancy profession in Ghana
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to develop a framework that places high premium on corporate governance in the course of
curriculum development. Secondly, other regulators such as the Ghana Stock Exchange should also
intensify supervision of the firms trading on the market in order to enhance the efficiency of the
market given that the IFRS has a capital market orientation. Notwithstanding the Bank of Ghana
Directive on corporate governance for the financial sector, the onus is on proper enforcement of this
directive to reduce corporate failure in the country.

Areas for Further Study

Given the limited scope in the study, the findings documented in this study cannot easily be
generalized beyond the scope of this study to non-listed companies such as Ghana club 100
companies. Also CG are not the only factors that can affects the level of compliance but factors
such as dividend policy, risk level and perceived international environment, therefore future studies
can concentrate on these areas.
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