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Abstract

Purpose- This studgims to empirically explore corporate governane&d the demographic
traits of top managementeamsas the determinantsof voluntary risk disclosurepracticesin
listed banks. This study also aims to contribute to the existgkgdisclosure literatureby
investigating the effect of a combination of determinantsanntary risk disclosurepractices
in an emerging market. Furthermore, this study seeks to contribusk wisclosure theoridsy
employing the upper echelons tinedo examine the determinants and their effecteomtary
risk disclosurgoractices.

Design/Methodology/Approach-his investigation uses manual content analysis to me#seire
levelsof risk disclosurein all Saudilisted banksfrom 2009to 2013.1t aso usesordinaryleast
squares regressionsanalysis to examine the joint effect of corporate governance and
demographic traits on rigkisclosure.

Results The empirical findings show that extel ownership, audit committeeeetings, gender,
size, profitability and board size are primary determinants of voluntdt disclosurepractices
in Saudilisted banks.Theremainderof the independentariablesof both corporategovernance
mechanismsand demographictraits are insignificantly correlated with voluntary risk
disclosurepracticesn Saudilisted banks.This study supports upper echeldhsoryandfurther
encompasses demographic research into the risk disclietdre

Potential ImplicationsThe empirical findings offer several important implicatidyy reporting
to banks’ stockholder, regulatory bodiasd any other interestedgroup onthe importanceof
corporate governance and demographic determinants, which can be used to atigknent
reporting in the banking industry. This study also backs upgeelons theory anencourages
further demographic research into the risk discloBeia:

Originality- To the best of the researcher’'s knowledge, no prior research has been cooducted
the determinants afisk disclosurein SaudiArabian listed banks. herefore,this is the first
study to investigate the determinants of risk disclosure in the conteatdi/gabia.

Keywor ds: Banks, Saudi Arabia, Risk Disclosure Determinants,Upper EchelonsTheory,Board
Demography

1.INTRODUCTION

Regulatory instittions have had toeconsider the basis of banking regulations due to tjlebal financial crisis.
Beltratti and Stulz (2012) anBirkens et al. (2012) argued that this event resittasgrious concerns regarding risk
disclosures. Dugo this catastrophicorporate failure, investorgind stakeholders’ attention has been drawthéo
importanceof risk reporting (Linsely et al., 2008). These concerns are coherent with the argumaribrward
by Meier et al. (1995), Schrand aEdtliot (1998), Beretta andd&zolan (2004), CabedandTirado (2004), Ahmed
et al. (2004), LinsleyShrives and Crumpton (2006), Linsley and Shri{@306), Abraham and Cox (2007), Linsley
and Lawrence (2007) and Hassan (2009), which is tiskt disclosure is a pivotal aspect of imgssrisks, where
reporting offers greater transparenagd enhances investors’ confidence. As is evidéhg global crisis also
resultedin a decelerationof theglobal economy and thus the demandrisk reporting increased. This had led to
a numbeuwof regulatory reforms, for example, the birthtb&International Financial Reporting Standatdrinancial
Instruments and BASEL Il, whidincludes greater measures on risk transparemcidisclosure. It also emphasises
the significanceof informative ri« disclosure in the banking industry for the overall enhancement of market



discipline. The disclosure of informative risk informatiorbanks has been cited as instrumental in eluding banking
catastrophes (Financial StabiliBoard, 2012).

Disclosure of financial risk informatiois important since it increases transparernhysgiving shareholders’
more confidence andowering their uncertainty about future cash flow as veallmaking it more viable for
corporations toobtain external funding at a cost of capital, hence increasing capital market activigesenal
(Deumes, 1999; Easley and O’Hara, 2004; Kotteal., 2009). Institutions arencouraged not only to report
their activities but also the risks associated with them as well as theirtstgg for andcapacity to manage these
risks (ICAEW,1999).

However, prior research shows thatancial statements suffer from serious deficienaiedinadequacies in
terms of the provision of risknduncertainty disclosures (Cabedo and Tira@004). Or of the main causes of the
global financial disaster in 2007 was the absence of adeqisktalisclosure available to investors. This dearth of
risk disclosure prohibited investors fronaving adequate appropriate informationewaluate corporations’ ks
reportage (Rahman,1998). Solomon et al. (2000) found thaistitutional investors consider risk reporting
inadequate inthe UK. Therefore, this leaves investors unaliteadequately assess a firm’s risk profile, Ardce
they are unable to deliberate on the se@aldcategories of risk in their venture decisiofisnsley et al., 2008). This
dearth of risk information iannual eports indicates the necesgityexamine the determinants of risk disclosure in
differentsettings, particularly developing mkats, such ag our case study, Saulliabia.

Whilst previous literature discussestensively the relationship between the determinantisloflisclosuren
developed economies (LajikndZeghal, 2005; Linsely and Shrives, 20@&raham and Cox, 2007; Konishi and
Ali, 2007; DeumesandKnechel, 2008; Hill and Short, 2009; Tayldmpwer and Neilson, 2010), there is very little
mention of developing markets (Amran, Bin and Hass&(09; Hassan, 2009; Abdullah and Hassaal3).
Furthermore, none of thereceding risk disclosure studies have investigated the impact ofjahme effect of
corporate governance ardemographic variables on risk disclosure practices. $hidy aims to investigate risk
disclosure practices ian emerging market, Saudi Arapi@mpirically examining corporate governance and
demographic traits as the determinants of risk reporpractices in Saudi listed banks. To the best of the
researcher’s knowledge, this is the only study thagli@enptedo examine the joint effect obeporategovernance
and demographic traits on risk disclosumeemerging markets, and thus this research makasvel contribution
to the existingaccounting literature. Furthermore, this study contributéseiosk disclosure literature by employing
upper echelons theory in order to examihedeterminants and their effects on ridikclosure practises. In addition,
this is the only studythat examines the demographic traits of the badrdirectors in a developing country. In
particular, this studycontributes to the boardemography, governance and risk disclosure literdtytbeoretically
justifying and empiricallyinvestigating the implications of such determinants dhdories in regards to risk
disclosure in the bankingdustry. This study imotivated, firstly, by the call madey Dobler et al. (2011) for more
investigation intothe influence of corporate governance determinamgisk disclosure, especially in developing
markets and, secondly, by the call made by Abdulldadssan and McCliind, (2015) for more research inthe
relationship between demograpbitaracteristics and risksclosure.

This study differs from Mousa ané&lamir (2013), Mokhtar and Melleif2013) and Abdullah, Hassan and
McClelland (2015), who examined single atibute of corporatgyovernance characteristic and from Amran, Bin
and Hassan (2009), Hassan, (2009), Abdullah and H&8H4rB) and AlShammeri (2014), who did notvestigate
corporate governance and demographic attridoyesomprehensively examining garaterisk disclosure and
exploring demographic characteristics. Moreover, not a single stuay examined corporate governance as a
determinantof risk disclosure in the Saudi context. Also, not oofethe abovementioned studies explorethe
demograplt traits of a top management teanemerging markets. This investigation differs fralirof the above
mentioned studies in that iexamines the demographic characteristics of the top bo&amirectors, employing
upper echelons theorp examine risk regrting practices in théanking industry. Furthermore, this study differs
from Amran, Bin and Hassan, (2009), Hasg@®09), Abdullah and Hassan, (2013), Mousa &idir, (2013),
Mokhtar and Mellett, (2013)Al-Shammeri(2014) and Abdullah, Hassan and ®elland (2015) by being the first
to examine risk disclosure ovarperiod of five years in a developiecpnomy.

The empirical findings show that larganks with high outsider ownership, high profitabiltygh regularity
of audit committee meetingand gender are more likely to demonstrate higherels of risk disclosure practices.
Also, risk disclosures negatively affected by board size. Moreovercas be seen from our empirical findings,
external ownership, audit committee meetings, gersieg, profitability and board size are primary determinants
of risk disclosure practices iBaudi listed banks, while the rest of timelependenvariables of both corporate
governancenechanisms and demographic traits are insignificantfyelated with risk disclosure practices in Saudi
listedbank. Our findings have several important implicatitmmndanks stockholder, regulatory bodies andathgr
interested group on the importanceatfrporate governance and demographic determinartish can be used to
augment risk reporting in thbanking industry. This study also suppoupper echelons theory and further
encompasses demographic research into the risk discliz$dre

The remainder of the paper proceeads follows: section 2 discusses ttieeoreticalframework; section 3
develops thehypotheses; section 4 outlines the research desigmethodology; section 5 discusses empirical
analysis; section 6 is the discussion; and sectiofféts conclusions.



2.CORPORATE GOVERNANCE AND BANKING

It has beenargued that compared with otlmdustries, the banking industry is thedustry which has the
highest requirements focorporate governance and disclosure regulations.sésh industry is a financial
intermediary body which i@n important partni every country’s economy and teasnajor role in the financial
system of thatcountry (Khaled, 2008). Furthermore, the banking industrpased on trust, however banks as
financial entities deal with all kinds of risks on a daily bases sin¢e at partof their business (Barakat and
Hussainey, 2013). Therefore, to keep pubbofidence anddecrease risks, Saudi banks need to hgwed
financial performance and demonstrate#porate governance best practice. Such behagagreatly important for
shareholders whermonsidering investment decisiorakings.

3. THEORETICAL FRAMEWORK

Corporate governance has been defined by Sol@ndisolomon (2004: 14) as “the system of checks and balances,
both internal and externab companies, which ensures that camips discharge their accountability to all
stakeholders and act ia socially responsible way in all areas of theisiness activities”. Also, Sharman and
Copnell, (2002) defined corporate governance as “the systemh process by which entities are directed and
controlled to enhance performance asdstainable shareholder value, and it is concernedthatéffectiveness of
management structurehe sufficiency and reliability of corporate reportingnd the effectiveness of risk
managemergystems”.

The literature has establishedrabust relationship between disclosure amdporate governance. The FRC
(2008) affirmed that management effectiveness, firm performarasel shareholder value is supported by the
combined code on corporate governance, whioh pfemotes certainty in corporate disclosure gadernance.
Mallin (2002: 253) stated that “corporatpvernance codes and their recommendationdoubtedly contribute
towards increased transparenand disclosure”. Previous studies [Solomonet al. (20®) and Solomon and
Solomon (2004) havelso contributed to the relationship betwesmporate governance and rdikclosure.

In concordance with various theoretidabates (i.e. agency theory regards corporate governaacoasol
mechanism), the litature hagenerally reported a link between reporting aatporate governance (Ho and Wang,
2001; Elshandidyand Neri, 2015). For instance, the impact aafrporate governance attributes on disclosure
exerciseshas proven to diminish information asymmetriand enhance the functionality obrganisational
stewardship. Furthermore, the precisiorrigsk information is used as an extergahtrol mechanism, which lessens
agency costs and &f great importance to all interested gro(ipsestors and analystshhis provides all interested
groups with the functionality to formulatprecise investment decisions and evaluate institutiosk’ profiles
effectively (Elshandidy and NerR015; Campbell et al., 2014; Kravet and Mug013; Miihkinen2013).

Thetheoretical association betwessrporate governance and disclosure has mainly been examined through
information asymmetry (signalling theory) and agency theory. In the chfature disclosure examinations, the
literature has proposed the employment géacy andsignalling theories to examine the links between disclosure
andmanageriaincentives (Core, 2001; Beyetal., 2010). Moreover, corporate governanzechanisms have been
recognised as controlling agency problems and guaranteeing that diremttions are in the best interest of
shareholders (HandWong,2001).

Agency theory explains theisagreements between directors and shareholdersditeetors’ interests differ
from those of shareholders. However, it has been established by a mfhger investigations that various
monitoring mechanisms, such as audit commitieelependenéxternal auditing and wetimed financialreviews
(Deumes and Knechel, 2008; Spira and P&#)3) are able to mitigate agency problems sithes/ provide top
management with moreeliable information for financial reporting purposel®nsen and Meckling (1976) argue
that monitoring playsa central part in controlling the conduct difectors. Healy and Palepu (2001) proposed four
resolutions for agency problentke second of whicincludes corporate governance, with an emphasiteboard
of directors’ responsibility to monitoand discipline management in the best interest of outsitiers.

Information asymmetry conflict¢also underpinned by signalling thgdb between internal directors and
external investors could extenth internal control systems in the case adrporate governance (Akerlof, 1970;
Spence,1973). Accordingly, outsiders cannot obseiaternal control activity and conduct in sortiecumstaces
due to the lack of regulations and guidaneceinternal control activity and conductherefore, shareholders tend
not to have a fullunderstanding of the nature and scope of internal cosyrstiems. This leads to shareholders
having difficulty appregating managers’ efforts to counter risk¥et, managers could reduce information
asymmetriesby using their discretion to provide moieformation on internal control and risk management,
potentially benefitting analysts, investors and otherket user¢Lajili and Zeghal, 2005; Deumes athechel,
2008).

It has been noticed from prior literaturthat agency theory and information asymmetry, bathwhich
underpin signalling theory, are deploytedexplicate risk disclosure to investors (Abrahand Cox, 2007; Lopes
and Rodrigues, 200A/andemaele et al., 2009; Elshandidy et al., 2013). Wih&grnal management decides to
disclose risk informationto decrease agency conflicts, this culminatesmitigating information asymmetries
betweenboth parties. Howeer, internal managememight sometimes choose to release some risk information to



signal their competence and capabilitynendle risks to distinguish themselves from the seich might translate
into an improved reputatiorand some monetary gain. laddition to formulatingthis paper’s hgotheses, the
following sectiondiscusses a number of corporate governance attribatitheir potential impact on risk disclosure
practices.

Corporate governance studies investigtte relationship between corpdea governance attributes and
corporate performancelhis investigation concentrates on the impact of corporate governtinbates on risk
disclosure. Whilst a number of studies have looked itite effect of corporate governance on disclosure
developd countries, the impact obrporate governance on risk disclosure in developiatkets has received scant
attention. Thereaftethis research will try to address this gap aodtribute to the literature by examining the effect
of corporate governanatributes on risk disclosure practicesSaudiArabia.

The Upper Echelons Theory

In pioneering work by Hambrick and Maso(i1984),the two concepts of the dominant coalitianddemographic
research were combined. Tkeithors suggested that certain organizational effaetdinked to top management
teams havingspecific demographic profiles. Moreover, uppehelons theory proposes that the characteristics of
top management, in particulatemographic characteristics, might affect stratedgcision makings and hence
performance.At the centre of this theory is the notion that thackgrouncknowledge and values of
corporate directordmpact upon the essential strategic decisions madehbge central corporate managers.
Hambrick and Masonalso claimed that observable attributes, eage, practical experience and tenure, could
function as practical proxies for the cognitive base thiegcts top directors’ decisions. Moreover, uppehelons
theory is categorized according to seveiraportant elements. As highlighted by Hambrick aihson (1984),
demographic features influenstrategicdecision making and performance. Thus,this study the concept is
extended to the determinawfsrisk disclosure, investigating whether sifeltures othe top board could impact
uponthedeterminants of risk reportage in the banldagtor.

v

lipper Echelnn Characteristics Strategic Choires Performance
|
Poychological | Ohservables Product innovation Profitability
I Unralated diversification Variations in profitability
Cognitive base | Age Related diversification Growth
The Objective Situation Vales j Fu netional trucks Acquisition Survival
| Other Career experience Capital intensity
(external and internal) | Education Plant and equipment newness
| Socioeconomic roots Backward integration
| Financial position Forward integration
Group characlerislivs Financial leverage
I Administrative complexity
| Response lme

Disclosure

Hambrick and Mason's (1984) upper echelons perspective of crganisations

Figure 1. The Upper echelommodel

Above is the adapted uppechelondramework, which is based on threendamental principles: first, the
strategic choices tak by institutions (the representations of ttwgnitive basesand values of the dominant
players,the top board members); second, the cognitive basebralues of such players (the ramificationstbéir
observable characteristics, such as functioneks and education); and third, significamstitutional consequences
that are related to thebservable characteristics of such players. In fact, té®ry proposes that institutional
performance is onlya representation of its top board directdiswever, the fouth dimension (disclosure) added
to the above framework can be directly influenceg upper ehelons theory characteristiosindirectly by the
ramificationsof the overall performanceof the company, where sometimes ridisclosure would measurvival
for an institution. Thisnodel also plays a vital part in determinikey institutional effects, such as the provision of
risk disclosure. It also grants us the opportutttinvestigate the core determinantdofird demography in relation
to riskdisclosure.

This theory implies that certainrganizational effects are linked to top management tdzaasg specific
demographic profiles. Moreoverupperechelons theory proposes that the characterisfit@p managementn
particulardemagraphiccharacteristics, might affect strateglecision makingsand hence performance At the



centre of this theory is the notion that theckgrouncknowledge and values of corporate direciorpact upon the
essential strategic decisions madettwysecentral corporate managers. Moreover, thisory incorporates several
important elements such #s demographic features, strategic decision malidgerformance. Thus, in this study
the concepis extended to the determinants of ridikclosure, investigating whether such features of théoapd
could impact upon the determinants gk reportage in the banking sector. Sudemographic traits play an
important role in determininkey institutional effects, such as the provisiomigif disclosure irthe annual reports.
This theorywill also assist this investigation in interpretihg findings of the current study’s second question
identify what determines risk information the annual reports. This theory will also be emplofagdreinforcing
the results to the secontksearch question. It also grants this study the opportuaitywvestigate the core
determinants oboard demography in relation to ridisclosure.

This theory has only been used in fieldther than disclosure. For example, IPsda et al.(2003) deployed
upper echelons theory when examiningdeterminants of organisational performanegijle Tihanyi et al. (2000)
used it wherexploring theeffects of firm international diversification aidutuku et al. (2008) employed ithen
studying thequality of decisions and performance. To the lidghe researcher’s knowledge, no prior research has
investigated disclosure in relation to upmehelongheory. Hence, this is the first study to extéimelemployment
of upper echelongheory into thearea ofdisclosure.

4.LITERATURE

While many studiehiave examined thandividual characteristics of corporate governance, sashownership
structure and independeatitside directors (Mohobbot, 2005; Konishi and 2007; Deumes and Knechel, 2008;
Hill and Short, 2009; Taylor, Tower and Neilson, 2010), only a few have explored corporate governance
characteristicsn developed countries (Abraham and C8807; Oliveira, Rodrigues and Craig, 2011b; Elzatmat
Hussainey, 2012), Apart frodMousa andElamir (2013), Mokhtar and Mellett (2013) ambdullah,Hassan and
McClelland (2015), who examined single attribute of corporatevernance characteristics, percentage of foreign
ownership, duality and board size, the literaturedaveloping eonomies has not exploredomprehensively
corporate governance characteristics (AmrBm and Hassan, 2009; Hassan, 2009; AbduliadHassan, 2013;
Al-Shammeri, 2014). Furthermonagt a single study has examined corporgte&ernance as a determinantisk
disclosure in theSaudi context in particular. Therefore, this is tlirst study that focuses on the Saudi market in
that domain. In addition, the current study is tdy one that explores corporag@vernance characteristics and
risk disclosure ithe GCC market since the previous literature focusdidnonspecificcharacteristics.

Furthermore, whilst a small number studies have examined risk disclosure over more thameyear
period in developed economies (Cabead Tirado, 2004; Deumes, 2008; Deumes &mabchel, 2008; Rajab and
Schachler, 2009; Hill an&hort, 2009; Taylor, Tower and Neilson, 20Hishandidy, Fraser and Hussainey, 2015),
none havexamined risk disclosure over more than a one year pémioeveloping economies (Amran, Bin and
Hassan2009; Hassan, 2009; Abdullah and Hass2®]3;

Mousa and Elmir, 2013; ABhammeri,2014; Abdullah, Hassan and McClelland, 201%herefore, the current
study is the only study thatxamines risk disclosure over a period of five yéadevelopingeconomies.

While nonfinancial and mixed institutioms developed countries have been widedgearched and reported
upon in the literature (Carlon,oftus and Miller, 2003; Beretta and Bozzolan, 2004sley and Shrives, 2005;
Lajili and Zeglal, 2005; Combedsrhuelin, Henneron and Touron, 2006; Abrahamd Cox, 2007; Deumes and
Knechel, 2008; Hilland Short, 2009; Taylor, Tower and Neilso2010; Oliveira, Rodrigues and Craig, 2011b;
Dobler, Lajili and Zeghal, 2011; Elzahar and Hussair#312 Elshandidy, Fraser and Hussainey, 2015), only a
few studies have focused on financial institutiongdeveloped countries (Solomon, Solomon &hwton, 2000;
Linsley, Shrives and Crumpton, 200&)liveira, Rodrigues and Craig, 2011a; Maffei et al., 2014nd no
investigations have been conductedfimancial institutions in developing markets (Amran, BindHassan, 2009;
Hassan, 2009; Abdullah andassan, 2013; Mousa and Elmir 2013:3Hammeri,2014; Abdullah, Hassan and
McClelland, 2015) Therefore, tis is the only study that investigatisancial institutions in developing economies,
particularly Saudi Arabia. Also none of the above stullesee examined the demographic attributestop
management teams nor have they emplaygoker echelons theory examining the natur@nddeterminatesf risk
disclosure. Thereforehis is the only study that examines the demogratads of the top boards in developing
countries. This is a response to the call for more researchthetoelationship between thdemographic
characteristics and risk disclosure made by Abdullah, Hassan and Mo@I&015). Basedn the developing and
appropriate precedintiterature on disclosure and risk disclosure in relatiortorporate governance, a number of
corporate governance attributes will be presented altigtheir potential impact on risk disclosupeactices. This
paper’s hypotheses will thus fsemulated.

S.HYPOTHESES DEVELOPMENT

5.1.0wner ship Structure

Corporate governance and finangigbortinghavebeen markedgl affected by ownership structusmdcorporate



culture (Beattie et al., 2001). It hbeen argued that ownership and governafwkich constitute the board of
directors) couldaffect companies’ risk reporting since the directors compose the yearlysrieposhareholders
(Abraham and Cox, 2007). Moreover, wireniewing the literature for the purpose of conductimg investigation,

it was noticed that a variety @roxies have been applied to the owners$iifucturevariable.

Theseare: ownershipcorcentration;institutional ownership; the number giiareholders; government ownership;
the proportion ofshares owned by outsiders; family ownersiignagerial ownership; the percentage of closely
held shares (CHS); foreigownership and thBlOSH-Factor,which combines the frefoat shares; thpercentage

of total share available to the ordinary investotal strategic holdings; and investme&oimpany held shares.
However, empirical research has discovered a mixture of outcomes iiaghisl, which milgt be explained by the
dissimilarity betweerthe employment measurement and the ownerfsttior.

As a consequence, Fama and Jen$k883) stated that modern establishmentsdatnguished by the
detachment of ownership from contrak. detaching managnent decisions frommonitoring decisions.
Additionally, Cooke (1989b, p.177)stated, “Where there is a divorce of ownersfripm control, the potential
for agency costs existbecause of conflict between, firstly, shareholdeasid managersand, seondly,

bondholders and shareholdemanagers”.Owusénsah (1998) confirmed that ownership structure and
disclosure connection is explained by agency thesinge modern corporations are distinguished Ihye
detachment of ownership frooontrol.

On the one hand, corporations witlispersed public ownership of securities Wiinclined to have high
agency costs, whereby stockholdean pressurize management for more informatisnpart of the monitoring
activity. On the other hanth the evenbf concentrated ownershighere idittle or no physical segregation between
owners and managers of the capital and most of the riglated information can be exchangedbaiardroom
meetings or in a casual manner. Hence, késis related information will be accessible to thablic (Mohobbot,
2005).

Furthermore, information asymmetry caso be related to the discussion on the effettownership
structure on financiateporting. Concentrated ownership companies n@yencounter a high level of infoation
asymmetryvia augmented exposure, and these companies are not as easily able to complplhigitteportage
since most of the information is communicaggdmeetings and other informal mannékohobbot, 2005). What's
more, OwustAnsah (1998)claimed that when there is extensivetjstributed ownership, individual shareholders
are not ina strong position to influence compagigclosurepolicies and practices owing to not having poaver
to access the firm’'s internal informatioBonversely, HossajnTan and Adams (1994) poditat discretionary
reporting tends to be more commanextensively held companies in order for directtwsefficiently oversee
managers so as to optimitee firm’s financial interests and ensure that thang operating in #hbest interests of
the owners. Nevertheless, Kothari (2000) stated tiatownership distribution pattern argispersed managerial
ownership foster the demaridr reporting to be high. However, Mohobb¢2005) argued that in the case of
concentratecwnaship concentration, most of the risk relatedormation could be exchanged at the boardroom
meeting or by any other casual manner, which will resultl@ss risk related information being availablethe
market. Thus, there may be a negatiglationshp between risk disclosure and the numiieshareholders. What's
more, Wallace andNasser (1995) argued that the more people who demarkhow about the activities of a
company, themore comprehensive the reporting of the compaie authors also propodehat the boost insk
reporting could solve supervising difficultieslated to growth in the proportion of the compamyned byoutsiders.

Konishi and Ali (2007) established thiaere was an insignificant correlation betwabaeownership diffusion
patern and the number afsk disclosures. However, the researchers stilltfelt there was an association between
the twovariables. They explained that managers could hdiidjla proportionof stocksand choosenot to report
all risk related informationKonishi and Ali (2007) confirmed that risk reporting policy is controllegthe board
of directors or the top managemésam, implying that there can be no risk disclosuitleout their involvement. In
addition, Deumes anBnechel (2008) discovered agative relationshipetween internal control disclosures and
both ownership concentration and managerial ownersFig.authors suggested that this could indicate thate
are monetary reasons why corporatanagers voluntarily disclose more/less infationon internal control and
that corporate managersevaluate the disclosure’s costs and advantages only disclose if the advantages
outweigh theosts.

In spite of this, The Office of Faifrading (2009) argued that government ownerstaip influence markets
through immediateparticipation,for example, as market makers or as suppbebuyers of goods and services
or by indirect participation in private markets Viaxation,regulations and subsidies. Moreov€@wusuAnsah
(1998) clained that government ownershipould lead to unusual access to corporatioim$brmation so as to
monitor their investment actionspaking them less motivated to increase puliiclosure.

Konishi and Ali (2007) acknowledged thée aim of those corporatis’ disclosure strategies is respond to
the disparities in the demand fpublic exposure encountered. They also arguedwingre the government owns
the majority of sharesisk reportage would be lower than when ownershigispersed. This is due tiee increased
pressureon corporate managers to report more nigkated information. However, Cooke (1998) documeaied
insignificant relationship betwegovernmenbwnership andlisclosure.

Nonretheless, Mohobbot (2008pntendedhat if the number of foreign investorsis high, there is more
pressure on corporate managersefoort higher numbers of risk relatelisclosures. Furthermore, Mangena and



Tauringana2007) reported a positive relationship betwaksclosure and foreign holdings, whereas Kbinand
Ali (2007) documented an insignificant relationshgiween the tweariables.

In the case of institutional holdingdassan (2008) affirmed that company directors resgordémands from
institutional environmentsy adjusting some practices, swuhthe reportagef risk related information, so as to
acquiresocial legitimacy. Additionally, Taylor (2011) stat#tht institutional stockholders are expectedetduce
asymmetrical information by performingn overseeing role due to close contacts vilie management of
organizations as well ggeventing management from withdrawing riskormation.However, Solomon, Solomon
and Norton (2000) reported that institutional stockholders in ithé acknowledged that expanded corporask
disclosure would aid their portfolianvestmentdecisionmaking, yet they did not suppoat regulated setting for
risk disclosure or angeneral statement on business risk. Furthermédt@aham and Cox (2007) discovered that
there was anegative relationship between rislsclosure antbng-term institutional investors in the UK, whereas
theyfound a positive correlation with shetérm investors. However, Taylor (2011) reported that there was
significant association betwedong-term institutional shareholders and distloe in Australia. He also discovered
a positivecorrelation between shetérm institutional shareholdeendrisk reportage.

Elshandidy et al. (2013) documentegbasitive significant correlation between ownerskipucture (proxied
by CHS and NOSHracta) andrisk disclosure. In addition, some empiricakearch results have revealed that
institutions withlower insider ownership (proxied by CHS) are prdadigher risk disclosure (Elshandidy et al.,
2013; Marshall and Weetman, 2007; Gelb, 2000AIso, institutions with higher outsider ownershiproxied by
NOSHFactor) are prone to considerabigher levels of risk disclosure (Elshandidy et &Q13; Deumes and
Knechel, 2008; Abraham andox, 2007). Therefore, the following hypothesesre formulag¢d:

H1: Thereisa negative relationship between risk disclosure and insider ownership.

H2: There is a positive relationship between risk disclosure and outsider ownership.

5.2.Board Size

To date, there have been few specifiovestigationsnto the relabnship between board size argk disclosure.
However, a number of researchéimve examined board size in the contextvofuntary disclosure. Furthermore,
Cheng andCourtenay (2006) claimed that there is no consemsgarding a connection between tegel of
voluntary exposure and board size and that it remamsmpirical issue. The same could be saidHferelationship
between board size and ridisclosure. Moreover, Chen and Jaggi (2000) argued taag@anumber of directors on
the board coul lessenthe information asymmetry issue and instigatere disclosure. Also, Healy and Palepu
(2001) confirmed that the number of directors on the boeodld affect its control and monitoring operations,
though disclosure is regarded as a monitoring iteat could béncreased.

Conversely, Cheng and Courtenay (2006) agreed that the more dioectoesboard théess efficient it would
be at monitoringnanagement. According to agency theory, bigger boardsadand corrupt, while smaller boards
are god andeffective in terms of enhancing performarareddisclosure (Jensen and Meckling, 1976). Fieer
problems between executives, expandksgtision making time, raised costs, poor communicatiotmonitoring
could all have an adverse effemh disclsure levels and good practice (Jens&B93).However, several recent
studieshaveassociated large boards with greater risk disclo@ltegrini and Greco, 2013; Elshandidy et al., 2013;
Ntim etal., 2013; Elshandidy and Ne2iQ15)

All in all, the empiical findings on thisissuehave been mixed\tim et al. (2013), Elshandidet al. (2013),
Allegrini and Greco (2013) anBIshandidy and Neri (2015) all found a positixeationship between the number
of directors on the boardndrisk disclosure. In adtion, Abeysekerg2010) discovered that there was a positive
connection between discourse and board siz&énya. However, Cheng and Courtenay (208&pblished that
there was no significant association betwibertiwo variables, while Jia et al. (200Quest (2009andColes et al.
(2008) documented megative relationship between board size and disclosurgenfiokmance. Therefore, the
following hypothesis watrmulated:

H3: Thereisa positive relationship between risk disclosure and board size.

5.3.Independent Directors

It has been claimed by agency theortbtst theboard of directors acts as a shield and plgsibstantial part in
corporate governance in terna$ decision control and the monitoring operations (Cheng et al., 2006). However,
Ho ard Wong (2001) contented that agency theory does not asthemeall groups on the board of directerhance
accountability and extend disclosure. Thera imixture of corporate insiders and outsiderstlemboard, all of
whom may have distinctive viewsn disclosure. The outsiders (independent directact)as a measure of
corporate governancequality andare more likely to minimize agency problems andlower the demand for
regulatory interventiotin corporate disclosure (Abraham and C2807). Accordingly, Lopes and Rodrigues (2007)
claimed that more independent directors are requirethoards of directors to control and monitiee operations
of managers and that this leadsnore disclosure fromorporations.

However, the empirical findings on indeykent directors and risk disclosuage diverse. Abraham and Cox
(2007) and Elshandidet al. (2013) confirmed that there wapasitive correlation between independent directors



andrisk disclosure, whereas Lopes and Rodrig(&37) found no significantlationship betweenisk disclosure
and independent directors. Therefdhesfollowing hypothesis warmulated:
H4: There is a positive relationship between risk disclosure and independent directors.

5.4.Non-executive Directors

The empirical findings othe influenceof non-executive directors on disclosuyseacticeshave beermixed. Fama
and Jensen(1983) claimed that the existece of norexecutive directoren theboard could result in the reduction
of agency conflicts among owners and managéoseover, Barako et al. (2006) argued tmatn-executive directors
are regarded by investors astbckholders as a fundamental control and monitoring elenoéntorporate
governance, delivering thedispensable checks and balances required to imfroard eféctiveness. Also, Haniffa
and Cooke(2002) affirmed that nomxecutive directors areonsidered to be the control, check and balance
mechanisnthat increases board effectiveness. HoweveraHdWong (2001) contented that agency theory does
not assume thall groups on the board dfrectors enhance accountability and exiisdlosure.

In opposition, Abraham and Cox (20G1aimed that an increased number of 4fexecutivedirectors on the
board makes it more likely thatockholders’ preferences on acctalility and transparencgre met. Furthermore,
the authors argued thdhe findings illustrated that the combination bbards plays a substantial part in the
transmission ofrisk related disclosures to shareholders difterent groupsof directors. As a result, more
reportageis predicted if the noexecutive directors are ifact performing their monitoring job rather thémeir
perceivedmonitoring job, putting pressuan management to release more informafidaniffa and Cooke, 2002;
Eng and Mac2003).

Berry (2008) confirmed that in his roles asnonexecutive director of a number dfK corporations he had
endeavored to contribute theexpansion of efficient risk management as veallattempting to clarify the key risks
to the boardHe also arged that not all noxecutive directorsareindependent and that dependentrexecutive
directors could have contacts wittanagemenivhich would call to question their rolen monitoring, controlling
and increasinglisclosurdevels.

Empirical investigtions by Abraham an@ox (2007) and Deumes and Knechel (2008) fotimat there was
no significant relationship betweemn executive directors and risk disclosure, wher&gand Mac (2003) and
Elshandidy et al. (2013kported goositive relationshifpetweemon-executivelirectors and risk disclosure. Based
on this discussion the following hypothesis i@snulated:

H5: Thereis a positive relationship between risk disclosure and non-executivedirectors.

5.5.Audit Committee Independence

It has ben argued that limited researchasattempted to examine the link betwebsclosure and the
features of audit committees (Albits2015). As a part of the internal control systamd corporate governance,
corporations assigauditcommittees. Adit committee members havework on behalf of the board of directors
and for the benefit of investors. Moreover, Barako et §2006) explained that the audit committee can @day
supervisory role, which would lead to a@nhanced quality of informatiorofving betweenstockholders and
directors, particularly in the event €ihancial reporting wherein the two parties haldequal levels of information.
Similarly, Forker (1992%tated that an audit committee can act asfficient monitoring mechanism thainimizes
agencycosts and augments disclosure. In addition, Ho #whg (2001) claimed that because authimmittees
contain predominantly neexecutive manager)ey have the power to moderate the amanininformation
withheld. Audit committeeplay possibly important part to in ensurirspundcorporate governance (Avison and
Cowton,2012)

Furthermore, Taylor (2011) argued thhe agency theory argument suggests thatntioee independent the
audit committee is frompper administration, the more pedibe it is to act inhebest interests of the firm’s investors
in terms of decreasing information asymmetry. THesearcher also acknowledged that audit committees twave
main responsibilities, firstly, to make sure th@ks are coped with and intefr@ntrols exist tgprotect against
risks and secondly, to ensure tiatporate statements are examined to guarantdatdgrity o financial and other
investorrelateddisclosures foshareholders.

Nevertheless, the empirical findings disclosure andudit committee independenkbave been mixed. Taylor
(2011) and Oliveira et al(2011b) reported a positive association betwaeditcommittee independence and risk
disclosure. However, they also reported mmsignificant association between risk disawe and thefinancial
expertise of audit committee membdtsrthermore, Neri (2010) found an insignificaatationship between these
two variables. Therefore, tHellowing hypothesis warmulated:

H6: There is a positive relationship between risk disclosure and the independence of auditcommittee.

5.6.Audit committee size

As previously stated,a part of the internal control system and corporate governara@porations assign audit
committees. This concept wéisst proposed and examined by Forker (198R).stated that an audit committee can



act as arefficient monitoring mechanism that can minimiagency costs and augment disclosure. Moreover, Ho
andWong (2001) claimed that the presence ofauditcommittee significantly affects the exteof disclosue.
Also, the authors claimed thibécause audit committees contain predominambiy executive managers, they have
the powerto moderate the amount of informatiavithheld. Moreover, Chen and Jaggi (2000) argued thartge
number of directors on the wwonittee couldlessen the information asymmetry issue and leatdee disclosure.
Prior empirical research has indicatagositive relationship between disclosure anditcommittee size (Barako
et al., 2006). Thereforethefollowing hypothesis waformulated:

H7: Thereisa positive relationship between audit committee size and risk disclosure

5.7.Audit committee meetings

Previous literature hasffered pragmaticevidenceon the advantages of directorseticulously controlling
disclosure, with the numbef meetings being a key aspect of this control (AlegandGreco, 2013). Karamanou
and Valeas (2005%laimed that regular meetings have a fundamental impacudit committee effectiveness. It
has also been argued that regular audit committee meetamgsmore likely to lead to compliancwith
responsibilities and the monitoring fiiancial reporting (to improve the quality of informatitivat flows between
stockholders and directors, whettee two parties hold unequal levels offormation (Barako etla 2006)). In
addition, Chen et a[2006) affirmed that meeting more regularly decreésesisk of fraud. Karamanou and Vafeas
(2005) documented a positive relationship betwtaregularity of audit committee meetings attie probability
of making eanings forecastshusleading to greater disclosure. Also, AllegramidGreco (2013) reported a positive
link betweenthe regularity of audit committee meetinganddisclosure. Therefore, the following hypothegias
formulated:

H8: There is a positive correlation between the number of meetings of the audit committee and risk
disclosure.

5.8.Demographic Variables

There have beea number of examinations of the relationship between the attributes tdp organizational
managers and variowsganizationakffects (Michel and Hambrick, 1992; Bantdl993; Walt and Ingley, 2003;
Kang et al., 2007; Mutukat al., 2008; Adams and Ferreira, 2009). Tessential theoretical advances in the area
of organizational research are key. Firstly, Cyert and M@EIr8B3) ceveloped the concept of the dominaoalition,
which shifts tle focus from the individual CE@ the whole team of the board of directors in termwgénizational
leadership. The second conceptisincreased emphasis on utilizimdpservable demographic characteristics, such
as agegender, tenure and experience in organizational stadiemvestigating the link between these attributes
andorganizational consequences (Pfeffer, 1988hanyi et al., 2000; Mutuku et £008)

In groundbreaking workyoHambrickandMason (1984), these two concepts, nantegdominant coalition
and demographic researcigre combined. The authors suggested ¢batinorganizational effects are linked to
top managementeams having specific demograplpiofiles. Moreover, upper echelon theory proposesttat
management characteristics, in particdlegir demographic characteristics, could impatilategicdecision making.
At the centre of this theory the idea that background knowledge and the vatde®rporatedirectors impact upon
essentiabtrategic decisions made and acted upon by thes&al corporate managers. Hambrick and Maalso
claimed that observable attributes, for examgge, practical experience and tenure, could funetsopractical
proxiesfor the cognitive base thgtides top directorslecisions.

However, a number of academiesearchers have criticized the demographic approach (Pettigrew, 1992;
Lawrence, 1997; Aldrich1979). Therefore, the main concern is the necessigccess the tack box” that might
containthe operative mechanism connecting demographic characteristics tazatgailaftermath consequences
(Finkelstein and Hambrickl996). Pettigrew (1992: 178) claimed that little is known about “the procegsdsdh
top teans go about their tasks”. Lawrence (1997) illustratibat demographic variablesre sometimes employed
as representatives for subjective concepts. dihor noticed that investigators dependingtba demographic
approach make aongruence assumptionavivhich demographic variablesre employed to represent subjective
conceptswithout offering a logical justification for why this is @alid approach.

Yet, studies investigating team demograping processes have offered important insights the reportel
“black box”. For instance,Smith et al. (1994), Tehanyi et al. (2000) and Mutuku et(2008) reported that top
management teardemography was indirectly associated with performawizeintervening process variables
incorporatingsocial integration andommunication. Meanwhil®elled, Eisenhardt and Xin (1999), Walt and Ingley
(2003), Kanget al. (2007) and Adams and Ferreira (2009) reported that team demography diversity canttead
disagreement, which can affect grqugrformance, whictin turn affects all aspectsof organizational decision
making and outcomes. In addition, sarh¢hese investigators found that thessociations were further controlled
by task routines andjrouplongevity.

Limitations are inherent in argpproachHowever, a strandfditerature thatdepends predominantly on top
managementteam demographic variables has producedportant findings. These investigations mostly
concentrated on two dimensions of team compositieirstly, they focused on the impact démographic attriltes



on the consequences ofganizational decisionisased upon the notion thatparticulardemographic attributes
are connected wittbop management perceptions, which eventually keagkrtain actions and consequences. Some
of these investigationecognized a significant linketween top management team demographic &adisorporate
strategies (Wiersema and Bant&992; Bantel, 1993; Mutuku et al., 2008; Adaansi Ferreira, 2009; Nielsen and
Huse, 2010; EllwoodndGracialLacalle,2015;Allini etal.,2015).

All'in all, the dependence on tldemographic approach still appears to be justifieidkelsteinand Hambrick,
1996). Lawrence (1997nlso demonstrated that demographic varialilage important qualities, offering high
content validity and replicability in a domain where replication &l too rare. In addition, Pfeffer (1983)
recommended the employment of observable managerial traits rasans of addressing the shortcomings of
subjective studies, which sometimes incorporagasuremenerror, differences in conceptualizations ahaw
levels of explained variance. This is also reflectedFinkelstein and Hambrick’'s (1996: 47) wonkhich
demonstrated that, “an executive’s tenure irfitheis open to essentially no measuremenr”. Furhermore, the
authors responded tthe limitations of the dependence on psychologiaeal matched to demographic variables.
FinkelsteinandHambrick (1996: 46) also noted tltlmographic traits are more easily obtainablényestigators
since top directorare normally reluctant ttsubmit to batteries of psychologidakts”.

The decision that institutions make tlisclose risk related information necessitateseful assessment and
consideration of a huge collectimfi complicate organizational issuesiowever, extending thelemographic
approach into the field of banks’ risk disclosure practices caad tb better understanding of the role of top
managementeams and their decisions in relation igk disclosure at their banks. In the followirsgction,the
demographic characteristics are exploaedhypotheses ameveloped.

5.9.Gender

The presence of woman on theard ofpublicly listed institutions is becoming of interdst researchers (Ellwood
and Gracid_acalle, 2015). However, one could argue fraan agencytheory viewpoint that gender does not
influence the effectiveness of the board of a firm. Howevempper echelons theory argues that tognagement
demographic characteristics, such as genceauld influence strategic decisionaking. Hence gender differences
might indicate variations irbehaviour and skills between board members (Allinakt 2015). Moreover, prior
studies havegenerally revealed a mixture of results regardimgmen directors. Adams and Ferreira (2009) and
Nielsen and Huse2010) reported that women dop management teams influence decisipnsitively, while
Bianco et al. (2011) strongly questidmeir capacity to impact upon or add extra valuthédeam. In contrast,
evidence from previousisk disclosure studies fallato two strands of literature. The first strand found that there
is a positive correlation between gender aistt disclosure (Ntim et al., 2013; Allini et al2015), whereas the
second strand reported negativerelationship between the two Valoles (Allini et al., 2014). Therefore, the
following hypothesiswas formulated:

H9: Thereisa positive relationship between gender and risk disclosure

5.10.Tenure

Tenure is a significant factor igroup procedurewithin a top management group. On the taad, augmented
tenure is related tdecreased disagreement, permanencebatiér communication (Kats, 1982). It has also been
argued that more tenure time on the board coulfirked with shared cognitive structures and sociahesion
(Michel and Hamburk, 1992). On the other hanil,has been argued that top board tenure ctwalde negative
outcomes (Keck, 1997) sinalirectors working together for extensive periods of tooeld be inclined to develop
similar views owing tathelong-term acculturatiof top teamassociates, which then results in a shared common
perspective and corporate paradigm (Pfeffer, 1983). Sffdctts might result in dysfunctionalecisionmaking,
generating combined defensive avoidafi¢eck, 1997; Janis and Mann, 1977). Howewdee totheambiguous and
difficult nature of risk disclosuredecisions, a common understanding of the natfreisk disclosure could be
fundamental.Therefore, members of the top management t@émextended tenure could cultivate a mprecise
sharel cognitive structure regarding the natwiferisk disclosure decisions. Furthermoextended tenure enables
board members to better evalutite surrounding environment of banks’ riskisclosure. Therefore, the following
hypothesis waormulated:

H10: Thereisa positive relationship between tenure of the board and risk disclosure.

5.11.Education

Prior literature has indicated tratucationabackground affects strategic decisiomaking procedures
and outcomes (Hitt and Tyler1991). Moreover, it msures better monitoring anthe effectiveness of top
management boards in lightf agency theory (Allini at al., 2015). Also, it &1 important determinant in the
disclosureexercise (Farook et al., 2011; Haniffa and Co@@)2). Therefore, Hambrick afdson (1984) claimed
that executives with superior educatioaklifications are better able to embrace newiandvative actions as
well as uncertainty. Moreoveeducational qualifications could be perceived agwortantinstitutional asset,



which may influenceaccounting values and exercises (Gray, 1988). Bapcutives with a strong educational
background tend thavesuperior technical knowledge and a mopen minded attitude to risk disclosure decisions,
which could lead to the reductiof smformation asymmetry (Domhoff, 1983). However, Guneale{2008) stated
that there is a dearth oémpirical studies on the association betwdsrard effectiveness and educational
background. Only few studies have examined thédationship empiricéy and revealed the same results. @ntl
Leung (2002) and Allini et al. (2015) reportednegative association betweeducaibnal background and risk
disclosure. Therefore, tliellowing hypothesis has beéormulated:

H11: Thereis a negative association between educational background of the board and the risk disclosure.

5.12.Diversity

Top management team diversity is referred taheheterogeneity of top executive teams regardaug, gender,
tenure, educational backgroundationality, ethniciy and functional background (Williamand O'Reilly, 1998;
Simons et al., 1999; Walt anbhgley, 2003; Carter et al., 2003; Kang et al., 2007; Aliial., 2015). Moreover,
Shaw and BarrefPower (1998) affirmed that diversity is a progressivelgnificant element in institutions, which
are becomingnore diverse in respect of age, nationabgckground, gender, ethnicity and other demographic traits.
It has also been determined that whiigentangling complex, nemoutine issues, diverse groupse moreefficient
as they include a collectioof personalities with different proficienciesperience, capabilities and viewpoints. It
has alsabeen illustrated that boards with diverse membership with diffelglities make more novel arliigher
guality decgsions than boards with lesdiverse membership (Bantel and Jackson, 198Bg.literature shows that
numerous variablésfluence the association between diversity bodrd decisioimaking (in the case of this study,
this could be the decision to disceer withhold anyrisk information disclosures). Furthermomisk disclosure
studies have found thativersity significantly influences risk disclosure (Allini al., 2015). Based on the above
discussion, théollowing hypothesis waormulated:

H12: Thereis a positive association between diversity of the top management team and the degree of risk
disclosure

5.13.Control variables

Control variables are incorporated in this studyto reduce the influence of thabovestated determinants. This
study incorprates agontrol variables two firaspecific variables, sizandprofitability, in line with prior literature
(Elshandidy et al., 2013; Ntim et al., 2013; Khlif ahtlissainey, 2014; Allini et al., 2015; Elshandidy and Neri,
2015).

6.METHODOLOGY

This sectbn describes the research desigthis investigation, including sample, data collectiand techniques
used to accomplish the aimstbfs research.

6.1.Sample and Data Collection

The sample consists of the annual repofrtll Saudi listed banks over ad-year period.Following prior literature
on the subject (Lipung&014; Barakat and Hussainey, 2013), this pagaiuded all noffinancial corporations.
Financialinstitutions are by nature risikriented institutions unlikenon-financial corporationsand therefore their
disclosureought to be considered independently (LinsatglShrives, 2005, 2006; Barakat and Hussainé3013).
According to the Saudi ArabiavionetaryAgency,there are 12 listed banks on the Saextthange market today.
Unlistedbanks in Saudi Arabiare excluded. Therefore, the researcher can state tbtdl of 12 listed banksare
included in this study. All the annual reports of the selected sam@ee collected from the banks’ homepages,
with someof the variables being collected from DataStreandBloomberg. This study covers a fiyearperiod,
during which the determinants of risk disclosir¢he annual reports of listed banks in SaAdabiaare examined.
The selected annual reports cotreperiod from 2009 t@013.

Annual reports are used in thivestigation because of their wide coverage and availabilitis study’s
focus on annual reports is due to the#ing the main source of information for shareholdersvell as their growing
use in statementsshowingtheir value to user groups (Elshandidy et 2013; Barakat and Hussainey, 2013;
Elshandidy andNeri, 2015). This is concurrent with Marston &larives (1991), who described them as the “main
disclosure vehicle” and argued that annual reports araddecomplete financial statements accessiblmvestors.
Moreover, Beattie et al. (2003)ffirmed that annual reports providemprehensive natives, information as
well  as explainingaccounting figures, sketches and presents perspectivise. they corroborate quantitative
measures incorporated in the financiaports(Chugnh and Meadoi984).



6.2.Content Analysis Approach

Content analysis has been widely used socialaccounting research (Guthrie and Parker, 188@g and Adkr,

1999; Parker, 2005; Kamla, 2007)hese studies analyze the information content disclosadnual reports and
acknowledge words arttiemes within the textual material (Beattie et aD04; Brennan, 2001). When analysing
the content ofa written docment, words, phrases and sentenaes coded against a specific schemairdérest
(Bowman, 1984). Krippendorff (1980: 2tescribed content analysis as “a research techniqueaking replicable

and valid inferences frordata”. Furthermore, Bowman (198zaimed thatontentanalysis enables the collection

of rich data sincé can reveal relationships that othechniques cannot. However, a weakness of content analysis
is that it is subjective (Linsley and Shrive¥)06). Therefore, validation practicage often usedo override this
problem (Bowmanl984).

6.3.Risk Disclosure I ndex Development

For the purpose of this study, a rigksclosurandex, which is a checklist of differedisclosure items included
in banks’ annual reportsyas deviped (Arvidsson, 2003). Duringts construction, an extensive review mfor
investigations was carried out. For an itemb included, it must have been usedpreviouspublished studies.
The risk disclosure indewas developed solely for the purpose @asuringtheamount of risk disclosure in Saudi
listed banks.The index included a total of 54 items that theearcherexpectedo be publishedin the annual
reports of the sample banks. These 54 itemsrfidl 8 categories: accounting policies)dncial andotherrisks,
derivative hedging and genenask information, financial instruments, reserves, segnmgotrination, business risk
and compliance. Moreover, one of the important issues during crafting tbledliee index was whether arot
some items should be weighted more heavily (i.e. given more importdrarepthers. lraccounting research, both
weighted and wweighted disclosurendices are utilized (Cooke, 1989; Mars@mmdShrives, 1991; OwusAnsah,
1998). For thepurpose of this pagy, the uAweighted disclosure indewas chosen because the study does not focus
on a particularuser group (Alsaeed, 2006; Naser et al., 2006). Instead the study addresses all udeasnual
reports and therefore there is no néedonfer different impdance levels to theisclosed risk item (Oliveira et
al., 2006). Theontentsof each bank’s annual reports were compared ti¢ghitems listed in the Appendix and, on
the bases o& dichotomous model, they were coded ai§ disclosed or 0 if otherwisélhis index coincidewith
prior literature on disclosure (Barako et 2D06; Nazli and Ghazali, 2007; Owuénsah, 1998; Oliveira et al.,
2006).

The total score for a baik

TD=3" d
1)

Where d = 1 if the item is disclosed; 0 = theitemis notdisclosedn =numberof items.

6.4.Reliability and Validity Measures

Weber (1988) argued that theclassificationprocedure should be reliable and valitihe reliablity and
validity of content analysis approaches need to be reviewed carefuilyman scored schemes, reliability, that is
thereproducibility of the measurement, isn@ajor concern (Marston and Shrives, 1991; HemiglPalepu, 2001).
The preceding studies argutttht content analysis is not reliable if it is conduately once or only by one specific
person(Neuendorf, 2002). Consequently, to ensure the contalitlity of the initial research instrument, it was
reviewed independently by two otheesarchers. Subsequently, after the researcher recéheethdependent
researcher’'s commentnd suggestions. A fourth experienced acadewds required to discuss any ambiguities
raised. Thefinal disclosure checklist included 54 items. In terwisvalidity the research instrument (disclosure
index) is valid if they can measure what thelaim to measure (Field, 2009). In this study the inHax measure
what it claimed to measure; therefdheresearcher can safely claim that theearch instrument islich To ensure
the reliability ofthe research instrument, the author and the independent researchers scored threedomly
selected banks. Then, the results fromtimee researchers were compared. Given thafitlaéresearch disclosure
index was greed byall researchers, differences in the compliasceres from the researchers were insignificant.
Thismethod was adopted by Marston and Shrives (19819, argued that the index scores awarded to dionid

be considered reliable if other researshmuld replicate the samesults.

6.5.Regression Model

This study uses the following ordinary leasfuarefOLS) regression model to examine tektionshipbetween
risk disclosurein the annual reports and both corporate governance mechanisam demogaphic traits in
Saudi listedanks
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Where

RISKD = risk disclosurscore

B0 = theintercept

B1.....pl4 =regressiorcoefficients(Seetablel for explanation)

€ = errorterm

| =Bank

T =Year

Dependent variable: risk disclosuseore. Following prior studies (Linsley and Shrive806; Elzahar and
Hussainey, 2012; Abdullah et a2015), contentanalysiswas usedto measurethe level of risk disclosure in the
annual reports. The numbef risk-related words was used as a measureof risk disclosurdevels.

Independent variables: To examitiedeterminants of risk disclosuregrporate governance and demographic
traits, information wasallected from different sources. Tablsummarizes the measurement and definition of those
variables.

Table 1. Summary of variable names, description soutces

Abbreviated name Full name Variabledescription ‘ Predicted

Si an ‘ Data source

Dependent variables

RISKD [Riskdisclosure [Risk disclosure level based on risklex | Annualreports
Independent variables

1. Corpor ate Gover nancechar acteristics

BSIZE Boardsize Number of boarghembers + Annualreport

CHS Internal Percentage afhares held bipternal . DataStream
Ownership shareholders

NOCH-Factor External Percentage of shares heldebxyernal + DataStream
lOwnership shareholders

INDEP Independent Number of norexecutive directors otheboard of + Bloomberg
directors directors AnnualReport

NON Non-executive Dummy variable 1 if board containsn + Bloomberg
directors executive directors and otherwise Annual Report

ACINDEP lAudit committee  [Proportionof nonrexecutivedirectoronboard. + Bloomberg
independence Annual Report

ACSIZE lAudit committee  [Number of audit committeeembers + Annualreport
size

ACMEET IAudit committee Number of audit committemeetings + Annualreport
meetings

2. Demogr aphic char acteristics

EDUC Education Dummy variable 1 if one of the boartembersolds a + Annualreport

PhD period and otherwife
TENU Tenure Dummy variable 1 if the number of yedngboard + Annualreport

member permanence on the baarabove the sample
median of 5 yearstherwise0.

GENDER Gender Dummy variable 1 if board contaifemale + Annualreport
directors and otherwide
DIVE Diversity Dummy variable 1 if board contains meéhanone + Annualreport

nationality and otherwisg

3. Firm-specific characteristics (Contr ol Variables)

SIZE Banksize Natural logarithm of totalssets + DataStream

PROF Profitability ROA (Return OrAssets) + DataStream

LEV Leverage Long-termdebthotalassets + DataStream

LIQ Liquidity Current Ratio: Currertssets/Current + Annualreport
Liabilities

DIVID Dividendpayout Dividends peshare + DataStream

Thistableprovidesthe descriptiorandmeasuresf risk disclosure reportinggsdependentariablesandfirm characteristicssorporategovernance
mechanisnand demographitaitsasindependentariableslt also providesthe sourceof eachvariable.

7.EMPIRICAL ANALYSIS

7.1.Descriptive analysis

Table 2 shows the main descriptive statisticstfarcorporate governance variables anddtheographidraits used

in the analysisof the samplebanksin this investigation. It shows the minimumaximum, statistical mean and
the standard deviationFirstly, it shows that the mean total risk disclosig®6.03%. It also shows that there is a
large variation in risk reporting between the sampled banks,anitimimumof 51% and a maximum of8%. It



alsoshows that the mean of CHS holdings is 19% #r@imean of NOCHFactor ownership is 29.5%, whitbe
meanboardsizeis 10 directors,with a meanof 7 members of the board in the samjplanks consisting of nen
executive directord=urthermorethe table shows that the independent direct@an is5, with a minimum of 3
and a maximumof 8 independent directors. Secondly, theditcommittee (AC) independence mean iswbereas
the audit committee size ranges from Stdirectors,with a meanof 3. Thereis also a large variation in the
number of AC meetings betweeghe sample banks, with a minimum of 3 meetingsnaximum of 11 and a mean
of 5. Finally, thistable also shows the demographic traits oftibyg management teams included in tescriptive
analysis, which are gender, tenure, educadiadiversity. It is also important to note that altleése variables have
been treated as a dummy varialile0). Where gender scored an overall meaf®®ftenureof the top board of
directorsscored a total mean of .6, while education scored a total meananfd diversity scored a total mean of .3
in the entire sample of thisivestigation.

Table 2. Descriptivestatistics

N Minimum Maximum Mean Std. Deviation

RISKD 60 .51 .78 .660! .0705
CHS 60 0.0 69.0 19.1000 17.46056
NOCH-Factor 60 25.0 45.0( 29.5000 5.08091
BSIZE 60 7.00 11.0 9.550! .94644
INDEP 60 3.0 8.0( 5.133 1.62049
NON 60 1 11 7.31 2.714
ACINDEP 60 0.0 1.04 .750 .43661
ACSIZE 60 2.0 5.0( 3.766 .9631¢4
ACMEET 60 3.00 11.0( 5.366 1.95688
GENDER 60 0.0 1.04 .0834 .2787]
TENU 60 0.0 1.04 .600 .4940
EDUC 60 0.0 1.04 .700 46217
DIVE 60 0.0 1.04 .333 47534
SIZE 60 7.24 8.54 7.994 .35209
PROF 60 -.01 .04 .0197 .00864
Valid N (listwise) 60

Thistablepresentshedescriptive analysifor thecorporategovernanceariablesandthe demographitraitsusedin the regressiomodel for the samplebanksin
this investigation.RISKD: Risk disclosurescore (basedon an unweighteddisclosureindex); CHS: Internalownership(Percentagef sharesheld by interna|
shareholdersNOCH-Factor:Externalownership(Percentagef sharesieldby all externakhareholdersBSIZE: Boardsize(Numberof boardmembers)INDEP

Independentirectors(Numberof nonexeaitive directors on the board of directors); NON: Nexecutive directors (Dummy variable 1 if board contains|non

executive directorandotherwise 0); ACINDEP: Audit committee independence (Dummy bfid if audit committee independence exists, @ratherwise);
ACSIZE: Audit committeesize (Numberof auditcommitteemembers)ACMEET: Audit committeemeetinggNumberof auditcommitteemeetings) GENDER
Gender(Numberof femaleson the board); TENU: Tenure(Dummy variable 1 if the numberof yearsthe boardmembempermanencen the boardis abovethg
samplemedianof 5 years,otherwise0); EDUC: Education(Numberof board membersholding a PhD); DIVE: Diversity (Number ofother nationalitiesof the

board); SIZE: Bank size (Naturallogarithmof total asets); PROF: Profitability (Return @ssets)

7.2.Regression analysis

The analysisof the risk disclosureof Saudilistedbanks and their determinants led to soco@crete results since

six of the independentariables, namely NoeRactors, board size, atidiommittee meetings, gender, size and
profitability, are themain variables directing risk disclosure decisionsSaudi listed banks. The summary table

below demonstrates that the R square and adjRstgdare are high for the study undmmsiderationwhere both
R square and adjusted R square high at .706 and .576, respectively, supportingexplanatory power of the

model. TheDurbin-Watson test confirmed that there is aatocorrelation problem with the data. Moreover, the
ANOVA table below indicates that the model is significant, w&ith= value of 5.458, confirming the fitness of the

model used for the purpose of thiady.

Table 3. Pearson correlation Matrix

RISKD CHS ﬁ(a)(g;_ BSIZE INDEP NON |ACINDEP | ACSIZE |ACMEET |GENDER | TENU EDUC DIVE SIZE ROA
RISKD 1
CHS -.129 1
NOCH-Factor A1T -.492 1
BSIZE -.107 .364° .073 1
INDEP -.171 .195 -.248 -.038 1|
NON -.095 200| -.308 467" 439° 1
ACINDEP 074 -.190 328 -072| 335 .050 1
ACSIZE .136 .243 -.062 .013 .335" A54° 141 1
ACMEET .054 .196 .153 .566" .075 .459 -.089 .190 1]
GENDER .093 .061 -.215 .016 .050 .138 174 -.242 -.212 1
TENU -.356" .195 -.218 .007 .110 -.103 -.079 121 .014 -.246 1
EDUC -.241 -.059 -.173 -.081 .326 251 .294 -.046 .030 197 134 1




DIVE .375 -.261 547 .226 -.169 114 .408 -.086 -.024 426" -.433 .077 1
SIZE 479 .006 .071 .101 -478 -.052 -.225 .019 -.055 -.166 -.126 -211 112 1
PROF 271 .329 -.227 .283 =172 .200 -.279 .219 .158 -.181 .039 -.148 -.055 529 1

This table presents the correlation matrix for the corporate govermariables and the demographic traits used in theessggn modeldr the sample banki this investigation.RISKD: RisK
disclosurescore (basedon an un+weighteddisclosureindex, where equalweights were attachedto all reporteditems within the checklist.Henceif anitem is reportedin the annualreportof the
bank scores “1”andif otherwiseit scores “0”); CHSinternalownership (Percentagef sharesheld by internal shareholders); NOGFactor: External ownership (Percentage of shares held
external shareholders); BSIZE: Board size (Number of howardbers)|NDEP: Independentirectors(Numberof non-executivedirectorson the boardof directors);NON: Non-executivedirector
(Dummyvariablel if boardcontainsnon-executive directors and otherwise 0); ACINDEP: Audit committeeperddence (Dummy variableif udit committee independence exists, and@rwise);
ACSIZE: Audit committee size (Number of audit committee members); ACMBREdit committee meetings (Number of audit committesetings); GENDERGender{Number of femaleson the
board); TENU: Tenure(Dummy variable 1 if the numberof yearsthe board memberpermanencen the boardis abovethe samplemedianof 5 years,otherwise0); EDUC: Education(Numbe|
of boardmembersholding a PhD); DIVE: Diversity (Numberof othernationalitiesof the board); SIZE: Bank size (Natural logarithm of total assets); PROF: Profitalfitgsturn On Assets). N

that ** and * indicate that there is a correlation significant at th& @ritlatthe 0.05betweertherespectivdactorsrespectively.

Table 3, the Pearson correlation matigxdeployed to measure the strength anddihection of the linear
relationship between any tweariables. The results above in the correlaticoefficientdemonstrate positive a
significant correlation between voluntary risk dissice andNOCH-Factor at a value of .411**. They also show
the same relationship between diversity at a valugab**, size at 479**, profitability at .271* andsk disclosure.
Moreover, the correlation matrindicates a negatively significantassociatiorbetween tenure at a value of
-.356** and voluntary risk disclosure. However, the table shows thahighest correlation was between bank size
andvoluntary risk disclosure at .479. Table 4 shathat there are insignificant associatiordvieenCHS, board
size, independent directonspn-executive directors, audit committee independerag]it committee size, audit
committee meetingsgender, tenure and education with voluntary dsdclosuran Saudi listedanks.

Table 4. Regressiomesultsfor the corporategovernancandthedemographiwariables

Unstandar dized coefficients :

B Std.Error ¢ Sg VIF
(Constant) -0.135 0.230 -0.590 0.558
CHS -0.000006660 0.001 -0.101 0.920 3.675
NOCH-Factor +0.007 0.003 2.584 0.013 5.995
BOARDSIZE -0.032 0.011 -2.911 0.006 3.070
INDEP 0.010 0.006 1.582 0.121 3.098
NON -0.003 0.005 -0.507 0.615 5.347
IACINDEP -0.007 0.020 -0.332 0.742 2.170
IACSIZE 0.010 0.009 1.031 0.309 2.325
IACMEET +0.012 0.005 2.276 0.028 2.764
GENDER +0.117 0.034 3.406 0.001 2.571
TENURE -0.024 0.016 -1.485 0.145 1.766
EDUCATION -0.022 0.016 -1.338 0.188 1.579
DIVERSITY -0.005 0.028 -0.161 0.873 5.105
SIZE +0.094 0.024 3.922 0.000 1.982
PROF +2.644 1.047 2.525 0.016 2.316
M odel Summary
/Adjusted R square: 876
F value:5.458
Sig.0.000

This table presentsthe regressionresults for the corporate governancevariables and the demographictraits used in theregression model for {
sample banks in this investigation. RISKD: Risk disclosure sdéx@sefon an unweighted disclosureindex, where equalweights were attachedto all
reporteditemswithin the checklist.Henceif anitem is reportedin the annualreport of the bank scores“1” andif otherwiseit scores‘0”); CHS: Internal
ownership (Percentageof sharesheld by internal shareholders);NOCH-Factor: External ownership (Percentageof sharesheld by all externg
shareholders)BSIZE: Board size(Number of board members); INDEP: Independent directors (Number @xemutive directors on the board of direct
NON: Nonrexecutive directors (Dummy variable 1 if board contains-executive directors and otherwise 0); ACINDERudit committee independen
(Dummy variable; 1 if audit committee independence exists, and 0 otbEnAiSSIZE: Audit committee size (Number of audit committee members
IACMEET: Audit committee meetings(Number of audit committeemeetings);GENDER: Gender(Numberof femaleson the board); TENU: Tenurg
(1 if the numberof yearsthe board membempermanencen the boardis abovethe samplemedan of 5 years,otherwise0); EDUC: Education(Numbe
of boardmembersholding a PhD); DIVE: Diversity (Number of other nationalitiéshe board ); SIZE: Bank size (Natural logarithm of tats$ets)PROF
Profitability (ReturnOn Assets).Note that“+” indicatesthatthereis a positivecorrelationor a proofof influenceexistsbetweertherespectiveactorsang
" -“indicatesthatthereis anegativecorrelationor proof.

This study uses OLS regression analysiexamine the determinants of voluntaigk disclosure in Saudi
listed banks. Theoefficients table above demonstratesititerrelationships betweethe voluntaryrisk disclosure
score as the dependent variable and a number of otkariables as independents. Thus, before condudtiag
regression analysis, multicollinearity was tested employing the Variance Inflation Factor (VIE) detect any
noises in the model. When carried daot the purpose of this investigation, this statistteal gave no indication of
multicollinearity problemsas shown in the table above. Since the VIF dat exceed 10 for any variable in any
model, itwas concluded that collinearity was not a serfmaeblem (Neter et al., 1983; Naser et 2006). Moreover,
it can be seen from the regressiesultstable alove that there is a positiv@gnificantrelationship between NOGH
Factor, auditcommittee meetings, gender, size, profitability amdlintary risk disclosure. The coefficients on the



variablesare positive andtatisticallysignificant at.05, .05, .01, .01 and .05, respectively.Also, thetable shows
that there is a negativekignificantassociation between board size and voluntakydisclosure, with a coefficient
value of .01, whilgherest of the independent variables of botliporate governanceathanisms and demographic
traitsare insignificantly correlated with voluntarigk disclosure in Saudirabia.

8.DISCUSSION

This investigation found thatvnershipstructurenhas a significant effect on voluntary ridksclosure. These findings
are in linewith prior empirical results that indicate banks with loviesider ownership (proxied by CHS) are not
inclined to provide higher voluntary risk disclosur@hereas banks with higher outsider ownership (protied
NOSH-Factor) are more prone fwrovide considerably higher levels of voluntaisk disclosure (Elshandidy et al.,
2013; AbrahanandCox, 2007). Also, these results are in line withth agency theory and signalling theory, which
propose that directors are only driven to offer highevels ofvoluntary risk disclosure when there isvadely
dispersed ownership structure tonitigateinformation asymmetries owing to extermakessuréMohobbot,
2005; OwustAnsah, 1998)jmplying that H1 and 2 are empirically supported.Also, the coefficient on audit
committee meetings is .0Xhdis significant at .05 significandevel. Thesefindings shev that banks with more
frequentaudit committee meetingare moremotivated to disclose more risk information. These results are
consisten with prior empirical findings (Karamanou anthfeas 2005; Allegrini and Greco, 2013). Alsthis
outcome is consistent with agency theampereby internal and external monitorimgractices complement each
other in reducing agenayonflicts and informatin asymmetry between differetypes of stockholders, implying
that H8 isempirically supported. However, our results show that thea@egatively significant association between
boardsize and voluntary risk disclosure, with a coefficiealue at-.032 and significance at the .p&rcentievel.
This is in line with som@recedingesearch (Jiaet al., 2009; Guest,2009; Coles et al., 2008) as well as being
concurrent with agency theorwhich suggests that bigger boards are badcandipt (Jensen arideckling, 1976)
owing to free rider problems, such as expanded decision mating, raised costs, poor communication and
monitoring practices, which impact negatively looard performance in general and risk disclosuarparticular.
Therefore, we rejecH3. Yet, theother corporate governance variables (CHS, INDEPN, ACINDEP and
ACSIZE) are found to havan insignificant correlation with voluntamisk disclosure in Saudi listdzhnks.

In terms of demographic characteristics, tabfhows that banks with women on ttegp management board
are more likely todisclose voluntary risk disclosure. The coefficientgender is .117 and is significant at the .01
significancelevel. This effect is consistent with the previcempirical findings of Ntim et al.2013) and Allini et
al. (2015). Also, Adams and Ferreira (2009) and NieksetiHuse (2010) reported that womentop management
teams influence decisionmositively. Moreover, this is consistent with uppezhelons theory, which proposes that
top managemerdemographic characteristics, such as gendauld influence strategic decisionaking, implying
that H9 is empirically supported. Our findings ot support demographic traits (TENU, EDUC dbtVE) having
a significant relationship with voluntamysk disclosure is Saudi Arabian listbdnks.

Additionally, for the control variablegqur findings report that size is correlated positiweith voluntary risk
disclosure at a .01 significandevel. This relationship is consistent with a numbégprior enpirical investigations
(Khlif and Hussainey2014; Elzahar and Hussainey, 2012; Abraham@aoxi 2007; Linsley and Shrives, 2006).
This relationship confirms that directors of bigdmanks aremore motivated to convey risk information to
investors to differentiate their institutioinom smaller ones (Khlif and Hussainey, 201#his association is also
consistent with bothagency theory and signalling theory, which advodi@ bigger institutions lean towards
reporting moreisk information to reduce agey costs anéhformation asymmetry between insider aodtsiders.
Furthermore, the coefficient on profitability &.644 and is significardta .05 percentage levelThis effect is
consistent with prior literaturéhat examined profitability in relation to risklisclosure and observed the same
findings (Deumesand Knechel 2008; Miihkinen, 2012; Khlif antHussainey, 2014). This ssciation between
profitability andrisk disclosure is also consistent witignalling theory. Helbok and Wagner (2006) aintsely et
al. (2006) confirmed that banks with supernisk management technigues tend to have gréatels of profitability,
and hence directors havegreater incentives to signal their performance #meir capacity to manage risk
successfully.

9.CONCLUSION

This investigation sought to empirically examittee impact of corporate governance and team demographic
traits on the levels of voluntarysk disclosure practices and to identify teterminants of voluntary risk disclosure
practices in allSaudi listed banks from 2009 to 2013. Témapirical findings show that banks of large size, high
outsider ownership, high profitability, high regularityaafdit committee meetings and mixed gender on top
management board of directors are more likelglemonstrate higher levels of voluntaigk disclosure practices.
Also, the level of voluntaryisk disclosure is negatively affected by bosizk. Moreover, as can be seen from the
empiricalfindings of this investigation, external ownershiguditcomnittee meetings, gender, size, profitability
andboard size are primary determinantyvofuntary risk disclosure practices in listed banks orSiéwedi Exchange



Stock Market (Tadawul), while the rest the independent variables of batbrporate governance mechanisms and
demographic trait@re insignificantly correlated with the levels wdluntary risk disclosure practices in Saudi
Arabianlisted banks.

Our findings have severamportantimplications, by informing banksstockholders, regulatory bodieada
any other interestegroups about the importance of corporate governanddemographic determinants, which can
be usedto augment voluntary risk reporting in thanking industry in an effort to ensure informatimtequacy and
increased market effiaiey. The reported findings should be useful to accounting &sl regulators by providing
information aboutheinadequacies of risk disclosure in Saudi amdcse complete picture of risk componeatrsd
determinants in listed banks. While this stuthesnot explore the risk profiles of Islamlzanks directly, the results
somehow propose thiglamic banks are more likely to be riakerse thanheirnonislamic counterparts suggesting
a worthyfield for future research. These implications coaktendto the governance, board demography aist#
disclosure literature by theoretically justifyimgdempirically investigating the implications aluch determinants
and theories in regards tluntary risk disclosurein the banking sector. This focus is signficant because it
provides insights intéhedeterminants of voluntary risk disclosureldanks that operate in an environment regarded
asbeing invariablyopaque.

This study was limited to the employmeot the annual report as this was regarded asrtbst important
means of communication. Otheavailablemeans in Saudi Arabia, such as interieports, prospectuses, press
releases and the Internatre not reflected in this study despite the possibilitthem impacting upon the decision
making processeg hese means could providgnificantdata for future research on risk disclosusech results
could determine similarities andifferences across both means of the data souteesther limitation is that this
investigation only focused amsingle sding, Saudi Arabia. An extension dhis investigation may be to compare
voluntary risk disclosure in other emerging markets in &dle East. Such investigation would offealuable
insights into the literature on disclosure. In spife¢he noted limitations, the study did offenportantinsights into
the determinants of voluntamysk disclosure in Saudirabia.

This study suggests a number of othienues for future research. Firstly, research cextdndover a longer
period of time. Secondly,this study could be extended by conductingmparative studies withther countries,
preferably inthe Middle Eastern countries due to similaritiestive settingsin orderto explore any differencesin
thedeterminants of risk disclosure acraaschcountries Thirdly, little is known about the traitsf the top managers
and top management team$ Saudi corporations and how their psychologiaati sociological attributes impact
the voluntary risk disclosure practices of the organisatiotiey manage. Additiaal research could alsde
undertaken to study the economic consequenicesk disclosure practices in annual rep¢fts example, the effect
on prices leading earningsost of capital, analyst following, firm value anthe characteristics of analysts'
forecasts).
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