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The Impact of Board’s Characteristics on Risk Disclosure in

Jordanian Industrial Corporations

Hussein Mohammed Alrabba? and Tareq Refaai Almahameed ?

ABSTRACT
This study aims to identify the impact of the traits of the members of the board of directors on risk disclosure in
industrial corporations listed in the Amman Stock Exchange (ASE). It also aims to explore the impact of company
size, audit quality, the profitability of the company and the financial leverage on risk disclosure. A sample of 48
industrial companies listed in ASE during the period from 2012 to 2017 as well as the index of mandatory risk
disclosure were used to find out whether companies disclosed risks or not. Data was analyzed and descriptive
analysis of the study’s variables as well as the variance inflation factor (VIF) test and multiple regression analysis
were used to test the hypotheses. The results of the study showed that the board of directors’ traits had a
significant impact on risk disclosure. A statistically significant inverse relationship was observed between the
board of directors' ownership and risk disclosure. The results showed no statistically significant proportionality
between the size of the board of directors and risk disclosure in industrial companies listed in ASE between 2012
and 2017. Moreover, the results showed no statistically significant relationship between the board of directors’
independence and incentives as well as separating the chairman and the CEO while disclosing risks in industrial
companies listed in ASE between 2012 and 2017. The study recommends that users of financial reports should be
made aware of the results and implications of risk disclosure on their investment decisions .It also recommends
that administrations of Jordanian industrial companies intensify their efforts in cooperation with relevant parties,
represented by the Securities Commission, ASE legislative bodies, sharcholders, clients, auditors and financial
analysts in order to create financial statements that adequately and clearly demonstrate the risks faced by industrial
companies. In addition to that, the study recommends expanding research on the impact of risk disclosure to other
economic sectors in order to determine whether the traits of the board of directors contribute to increasing or

reducing risk disclosures.
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